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ABSTACT 
This study aims to know and analyze the influence of environment, lifestyle and the role of 
social media to the spirit of entrepreneurship in the Millenial Generation. This type of 
research based on eskplanasi level is in the form of associative research that aims to 
determine how the relationship between variables with Purposive Sampling technique is the 
respondent chosen intentionally with certain characteristics that are believed and 
representative of the population. The unit of analysis in this study is Millenial Generation 
aged between 17 years to 38 years. This research was conducted in Jakarta, Bogor, 
Tangerag and Bekasi areas. The study was conducted in January 2018 - May 2018. 
The population in this study is Millenial Generation also known as Generation Y is 
demographic group after Generation X (Gen-X), Sampling 100 consideration is sufficient to 
be distributed to Jabodetabek area. In this study, the independent variables are environment 
variable (X1), lifestyle (X2), and social media role (X3) while the dependent variable is the 
entrepreneurship spirit (Y) with 65 indicators as primary data source. The result of this 
research is partial regression coefficient for environment variable of result of prob. t 
arithmetic of environment free variable equal to 0,036 smaller than 0,05 so that free 
environment variable have significant influence but result t-hitung (-2,126). Result of negative 
or unidirectional value of environment variable to bound variable Entrepreneurship Spirit 
mean Environment influences negatively to Entrepreneurship Spirit. While the influence of 
free variable of Lifestyle to the dependent variable of Entrepreneurship Spirit, the probability t 
value (0.000) is smaller than 0.05 t-count 4,898 so it can be said that the free variable 
Lifestyle has significant influence, so also the influence of free variable of Social Media to 
dependent variable Entrepreneurship spirit, the value of prob t arithmetic (0.002) is smaller 
than 0.05 t-count 3.253 so it can be said that the free variable Social Media significantly 
influence the bound variables Entrepreneurship Spirit. In the F test test the prob value. F 
count (sig) in the value table is 0,000 smaller than the 0.05 significance level so it can be 
concluded that the distributed linear regression model is feasible to be used to explain the 
influence of Environment, Lifestyle and Social Media on Entrepreneurship spirit with F test 
result 24,993 > 3,61. Linear Regression Y = 28,710+(-0.203)X1+(0,454)X2+(0,364)X3+e., 
the equation informs the most influential variable to Entrepreneurship Spirit is the Social 
Media Role variable with standardized coeftsients 0,454 larger than the variable of 
Environment and Lifestyle. The result of coefficient test of determination shown by R square 
is 43,9% while the rest 56,1% is influenced by other factors not discussed in this research. 
 
KEY WORDS 
Environment, liefestyle, role of social media, entrepreneurship spirit. 
 

The Millennial Generation is the terminology of the generation that is currently being 
discussed by many in the world in various fields, what and who is the millennial generation? 
Millennials (also known as Millennial Generation or Generation Y) are demographic groups 
(cohorts) after Generation X. Social researchers often classify generations born between the 
1980s and 2000s as the millennial generation. So it can be said that the millennial generation 
is the current generation of young people aged around 17-38 years. 

Studies of millennial generations in the world, especially in America, have been carried 
out, including a study conducted by the Boston Consulting Group (BCG) with the University 
of Berkley in 2011 with the theme of American Millennials: Deciphering the Enigma 
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Generation. The previous year, 2010, the Pew Research Center also released a research 
report entitled Millennials: A Portrait of Generation Next. 

In Indonesia, studies and studies on the millennial generation have not been widely 
implemented, even though the population of Indonesia aged between 17-38 years is 
currently very large, 34.45%. Last year there was indeed a business magazine whose main 
headline was discussing the millennial generation, but unfortunately its coverage was still 
limited to the millennial generation with the world of marketing, it had not entered into the 
scope of their lives as a whole. 

Compared to the previous generation, the millennial generation is unique, the results of 
research released by the Pew Researh Center for example clearly explain the uniqueness of 
the millennial generation compared to previous generations is a matter of using technology 
and pop / music culture. The life of the millennial generation cannot be separated from 
technology, especially the internet, entertainment / entertainment has become a basic 
necessity for this generation. The phenomenon of the low interest and motivation of the 
younger generation for entrepreneurship is now a serious thought for the community, 
especially the workforce, the government does not remain silent and the world of education 
is looking for the right formulation to be synergized with industrial needs. But what happens 
between college graduates and the willingness of unbalanced employment opportunities, the 
world of education, and society striving to foster an entrepreneurial spirit, especially changing 
the mindset of young people who have only been interested as job seekers when they finish 
school or college. This is a challenge for schools and universities as graduates producing 
institutions. (Scientific Journal Business and Entrepreneurship Forum STIE MDP, Vol. 1 No. 
2 March 2012, p. 113) Education, Employment, and Entrepreneurship, Education, Work, and 
Entrepreneurship The most important issue faced by youth from the past until now is the 
issue of education and employment, because these two things are the most influential and 
determine their future. Their level of success in adulthood and old age is determined by the 
education and work they receive in the future. Besides being young, entrepreneurship has 
now become an alternative for young people in their work, business start-ups have sprung up 
in various cities. Once graduated they no longer hunt for job vacancies, but try to find 
business opportunities and make the business opportunity an entry point to organize their 
lives. 

The lifestyles of young people who tend to be hedonists, especially in big cities have 
become public secrets, they have their own ways to vent their expression, their world of life 
can not be separated from entertainment and technology, especially the internet. What is the 
lifestyle of Indonesian youth ?, What are the hobbies and sports that young people like ?, 
What are the habits and behavior of youth towards technology, especially the internet? And 
what is the interaction of youth on social media? Is a question that needs to be answered 
regarding the relationship of the lifestyle of young people. 

Finally, by fully understanding the portrait of the millennial generation in Indonesia, we 
have an overview of their views, aspirations and perspectives on all aspects of their lives, so 
that Indonesian human development as a whole can be right on target, because at the end of 
this millennial generation the fate and future of the nation and country. Humans during their 
lives will always get influence from family, school, and the wider community. The family 
environment is the first and foremost educational environment for humans to provide 
guidance and examples for humans. Therefore the family environment has a very important 
role in the effort to develop personality. In the family environment is the place for the 
formation of character and attitude to determine its future. 

Gunarsa (2009: 5) that the family environment is "the first environment that has a 
profound influence first, from family members (father, mother and siblings) to obtain all basic 
abilities, both intellectual and social. Every attitude, view, and opinion of parents or other 
family members will be an example in behaving. In this case the family environment as the 
first educational environment is very important in forming a fundamental personality pattern. 
Because in the family first gets knowledge about values and norms. 

Lifestyle is only one way to group people according to their psycho-graphic pleasures. 
Lifestyle is in principle how a person spends his time and money. There are people who like 
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to seek entertainment with their friends, there are those who like to be alone, some are 
traveling with family, shopping, doing dynamic activities, and some who have free time and 
money for socio-religious activities. Lifestyle has something to do with the role of social 
media which has become increasingly prevalent lately and has made topics at various 
needs, clearly the role of social media in creating the creativity of the young generation is 
very important. 

The role of social media today is growing rapidly in the social life of the Indonesian 
people, including all elements of society, old, young, students or youth all feeling the touch of 
social media. Social media users for adolescents are just as big, with 23.8 million people or 
18% percent of Indonesia's population, this proves that social media takes a role in shaping 
the character of the younger generation, plus the significant impact seen from the side 
positive or negative. The positive impact that we can see from using the internet or social 
media for the younger generation is that they can learn to improve and develop technical 
skills and social relations that are really needed in today's digital age. Consciously or 
unconsciously, social media takes a role in shaping the character of the younger generation 
itself, with the impact that is caused indirectly contributing significantly to the behavior of the 
people who use it, for that in using social media we must be intelligent, intelligent in the 
meaning of understanding what we should do in using it, in order to create a smart and 
competent generation in managing information media as a database in gaining knowledge. 
And social media should be present as a spot education in this case as a place or place to 
learn to manage the flow of modernization in the form of technology, information and 
communication, so that the younger generation of Indonesia appears as a smart generation 
in all fields, and smarter in using social media. 

From the background of the problems that have been described, the author wants to 
examine with the title: The Effect of Environment, Lifestyle and Social Media on the Spirit of 
Entrepreneurship in the Millennial Generation. 

Based on the background that has been stated, in the research of the Millennial 
Generation it can be stated that the formulation of the problem is whether the environment, 
lifestyle and the role of social media will positively influence the spirit of entrepreneurship in 
the millennial generation. While the purpose of the research is to find out and analyze the 
influence of the Environment, Lifestyle and the Role of Social Media on the Entrepreneurship 
Spirit in the Millennial Generation. 
 

LITERATURE REVIEW 
 

The rapid development of time makes people have many needs. To fulfill all these 
needs, many ways are carried out from producing products needed by the community to how 
to distribute a product to consumers through marketing activities. Business people must have 
expertise in marketing their products. This makes a challenge done by business people or 
entrapreneurs. 

Hendro, (2011, 29) explained that Entrepreneurship carries out a process called 
creative destruction to produce added value in order to produce higher values. For this 
reason, entrepreneurial skills are based on creativity. Therefore, it can be said that the core 
of entrepreneurial skill creativity. 

Many argue that entrepreneurship is a business activity that has knowledge, skills and 
art. According to Lambing and Charles Kuehl in the Entrepreneurship book (1999), 
entrepreneurship is a creative endeavor that builds a value that does not yet exist to become 
available and can be enjoyed by many people. Every successful entrepreneur has four basic 
measures, namely: 

 Ability (relationship with IQ and Skill), a) reading opportunities, b) innovating, 
c) managing and d) selling; 

 Courage (relationship with EQ and mental), a) overcoming fear, b) Controlling risk 
and c) getting out of the comfort zone; 

 Perseverance (relationship with self motivation), a) persistence / resilience, 
unyielding, b) determination / firmness in his beliefs and c) strength of mind. 
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Entrepreneurship is a knowledge that is the result of field testing, collected, researched 
and assembled as a source of information that is useful for others who need it so that 
entrepreneurship can be incorporated into scientific disciplines, both theoretical and empirical 
(the results of field tests). 

While the art of finding ideas, inspiration and business opportunities requires 
imagination, visualization and thinking that sometimes must be contrary to logic. Think 
differently to find brilliant ideas. All of that requires creativity, truly new innovations so that the 
elements and the power of art to find ideas in how to overcome difficulties, control human 
resources (HR) and customers have a considerable role. Therefore the influence of the 
power of art in the science of entrepreneurship is very large. Like a samurai without martial 
arts, it will be difficult to win. Until when a person becomes proficient, a predicate will emerge 
as a form of profession. Entrepreneurship is a profession, a life choice that must be done 
professionally (in the sense of being honest, open, committed, consistent, right in promises, 
responsibility, understanding the limits of his rights, understanding professional ethics and 
discipline). Everything can be done because entrepreneurs need intuition or reasoning power 
in carrying out their business and all of that can be obtained because basically humans are 
given sensitivity in thinking. 

Entrepreneurship spirit. Initially entrepreneurship was defined simply. In ancient times 
people often decided to go to a different place in order to conduct an exchange or trade 
which is commonly called a go-between (Robert. Entrepreneurship. Edition 6. Boston: 
McGraw Hill). He made an agreement on a work contract at the request of an item, at that 
time sprinkled with someone who would exchange the buyer with a sum of money for his 
labor. The beginning of entrepreneurship is a contractor, namely a person who makes a work 
contract agreement on a number of jobs previously determined by compensation for a sum of 
money whose risks are borne by the recipient of the contract. Therefore, entrepreneurship in 
the past was called the risk taker (risk taker). 

In the era of entrepreneurship industry, people are brave enough to take risks and do 
not have capital which is always measured by money which deals with capital owners to 
work on certain projects on their resources but do not have sufficient knowledge. Those who 
dare to take risks in their time are referred to as joint venture capital-based entrepreneurship 
(one side is intellectual capital, the other is equety capital). In this century which is the 
backbone of success in a business is the creativity of an entrepreneur itself 
(Creativepreneur) 

Alex S. Niti Semito defines Spirit as doing work more actively so that work will be 
expected to be faster and better. Entrepreneurial work is strongly influenced by several 
factors, including: (1) Business or business opportunities, (2) Interest in business or business 
(3) Capital, whether it is available, (4) Clarity, whether from family, friends who have worked 
same effort. Other factors that can influence entrepreneurial morale include factors such as 
family support, family, friends, business experience, economic conditions, employment 
conditions, and available resources. Furthermore, there are still other factors that can 
influence the entrepreneurial work spirit, namely the consideration between experience with 
spirit, energy, and optimism in the success of a business or business. 

Environment Life Place. Understanding the environment based on law and according to 
experts. in general, the definition of the environment is a system of life where there are 
cmpur of human hands to the order of the ecosystem.The understanding of the environment 
according to the limitations of law No. 4/1982 is a system that is a unity of space with all 
objects, power, circumstances, and living things including humans and their behavior which 
determines the lives and welfare of humans and other living beings. 

According to Prof. DR. Ir. Otto Soemarwoto, Environment is the number of all objects 
and conditions that exist in the space we occupy that affect our lives. There is also according 
to Emil Salim, Environment is all objects, conditions, conditions and influences that are 
contained in the room that we occupy and affect living things including human life. 

In general, the environment is everything that exists around the object and can affect or 
influence the subject. Thus the entrepreneurial environment is everything that is around 
entrepreneurship and can influence and be influenced by entrepreneurs. In the context of 
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efforts to create new entrepreneurs and develop existing entrepreneurs, what is meant by 
environment is an external environment consisting of customers, suppliers, competitors, 
creditors, economics, social, political, technological, and ecological. But not all of these 
external environments have the same significance in influencing the birth and development 
of entrepreneurs. 

The birth of a new business starts from someone's intention or interest to start a 
business. When someone has the intention to start a new business, it needs to be supported 
by an environment that can encourage that interest to become a reality. From various 
entrepreneurial environments that influence, not all environments provide support at the 
same level in realizing ideas and intentions of entrepreneurship into reality. Therefore it is 
necessary to analyze entrepreneurial environmental factors that support the growth of 
entrepreneurship, so that an optimal entrepreneurial environment condition can be 
developed to support entrepreneurial growth. (Sri Haryani, YKPN Yogyakarta) 

Bygrave (2004) states that internal factors that can trigger the birth of entrepreneurship 
consist of achievement, locus of control, tolerance, risk taking, personal values, education 
and experience. The birth of entrepreneurship is also triggered by external factors such as 
opportunities, the existence of successful entrepreneurs / role models, resources, incubators, 
government policies, competitors, customers, suppliers, and investors / banks. 

Entrepreneurship operates in a dynamic environment, which generally cannot be 
controlled by the entrepreneur itself. The entrepreneurial environment itself is very broad, so 
the research carried out by previous researchers also varied widely. The entrepreneurial 
environment literature generally addresses the entrepreneurial environment which includes 
the legal and institutional framework, the presence of experienced entrepreneurs, the 
presence of skilled workforce, supplier accessibility, customer accessibility or new markets, 
the level of competition between companies, government policies that support, provision of 
training and service support and infrastructure. In addition, the characteristics of people, 
skills, experience, and motivation, play an important role in the creation of new businesses 

Increasing the effectiveness of entrepreneurship development programs requires broad 
support from all existing community structures and organizations. Research Haryani (2013) 
shows that the environment has a positive effect on entrepreneurial intentions, where parents 
and relatives can help prospective entrepreneurs in building networks, needed financial 
assistance, and moral support. Thus with the study of Crissanti and Tjiptono (2012), it shows 
that instrumental readiness such as access to sources of capital, access to information, and 
social networks have a positive effect on entrepreneurial intentions. 

Understanding of Lifestyle 
Lifestyle is broadly defined as a way of life that is identified by how someone spends 

their time (activities), what they consider important in their environment (interests), and what 
they think about themselves and also the world around them (opinion). The lifestyle of a 
society will be different from other communities. Even from time to time the lifestyle of an 
individual and certain groups of people will move dynamically. Lifestyle is basically a 
behavior that reflects what problems actually exist in the minds of customers who tend to 
mingle with various things related to emotional and psychological problems of consumers.1 
Lifestyle is a concept that is more contemporary, more comprehensive, and more useful than 
personality. For this reason, great attention must be paid to efforts to understand concepts or 
words called Lifestyle, how life styles are measured, and how lifestyles are used. Lifestyle is 
defined as a pattern in which people live and spend time and money. Lifestyle viewed from 
marketing is a function of consumer motivation and prior learning, social class, demography, 
and other variables. Lifestyle is a summary conception that reflects consumer value.2 1 
Nugroho J. Setiadi. Consumer Behavior, Kencana, Jakarta, 2010, p. 77-79. 2 James F. 
Engel, et. al., Consumer Behavior, Binarupa Aksara, Jakarta, Volume 1, 1994, Lifestyle can 
influence one's behavior, and ultimately determine one's consumption choices. Lifestyle 
according to Kotler (2009: 192) Lifestyle is a person's lifestyle in the world that is expressed 
in activities, interests, and opinions. Lifestyle describes "the whole person" in interacting with 
their environment. Lifestyle describes the whole pattern of someone in action and interaction 
in the world. 
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According to Assael (2007: 89) lifestyle is "A fashion of living that is identified by people 
spending their activities, what they consider important in their environment, and what they 
think of themselves and the world around them (opinions) ". In general it can be interpreted 
as a lifestyle that is recognized by how people spend their time (activities), what is important 
for people to consider in the environment (interests), and what people think about 
themselves and the world around (opinion). 

Whereas according to Minor and Mowen (2008: 282), lifestyle is showing how people 
live, how to spend money, and how to allocate time. So that it can be concluded that lifestyle 
is a pattern of someone who is expressed in activities, interests and behavior in spending 
money and how to allocate time. The main factors forming the lifestyle can be divided into 
two, namely demographically and psychographically. Demographic factors for example are 
based on education level, age, income level and gender, while psychographic factors are 
more complex because of the constituent indicators of consumer characteristics. 

The concept of lifestyle when used by marketers carefully, will be able to help to 
understand the changing consumer values and how these values affect consumer behavior. 
Lifestyle changes have implications for changing tastes (different tastes of men and women), 
habits and behavior. 

Nugrahani (2007: 176) adds that: lifestyle is a combination of self-expression needs 
and group expectations of a person in acting based on prevailing norms. Therefore many 
types of lifestyles that develop in society are now known for example hedonic lifestyles, 
lifestyles metropolis, global lifestyle and so on. 

Whereas Nugroho (2006: 124) put forward the thoughts above, and based on lifestyle 
is the way of life of individuals identified by how people spend their time (activity), what they 
consider important in their lives (interests) and what they think about the world around it. 
Whereas Nugroho (2006: 124) suggests the above, lifestyle is the way of life of individuals 
identified by how people spend their time (activities), what they consider important in their 
lives (interests) and what they think about the world around them. Other experts Alwisol 
(2005: 97) suggest that Lifestyle is everyone who has a goal, feels inferior, struggles to be 
superior. But everyone tries to realize that desire with a different lifestyle. Adaler states that 
lifestyle is a unique way of each person in struggling to achieve a specific goal that has been 
determined by the person in particular life where he is. There are four (4) things and 
understand the lifestyle that relates to consumers in preparing entrepreneurial activities: 

 Marketers can use consumer lifestyles to segment target markets. So that what is 
desired to open a business is in accordance with the target market; 

 Understanding of consumer lifestyles will also help in positioning products on the 
market using advertising. Which is in accordance with the style of young people now 
and advertisements indicate the form of edutaimen means that advertisements are 
presented in an entertaining way; 

 If lifestyle is known, marketers can place their ads on media that are most suitable for 
young people; 

 Knowing the lifestyle of consumers means marketers can develop products according 
to the demands of their lifestyle. 

Starting from the understanding that begins marketing activities will open the mind of 
business beginners reading opportunities that can be entered. The current generation has 
relied on technology; the development of this technology also seems to make it easier in 
various fields, especially in the field of telecommunications which is often referred to as a 
gadget. Already many have found very interesting gadgets from smartphones, tablets and 
laptops, with the facilities available on the gadget. Gadget users can find lots of alternatives 
and the choice of information they need. The process of consumption and use of technology 
continuously, over time will form a pattern of behavior that becomes a lifestyle. Where 
lifestyle is a pattern of one's life in the world expressed in activities, interests, and opinions. 
The increasing activity of young people from time to time makes their lifestyle change, with 
the existence of these activity gadgets easier to overcome, gadgets indirectly get involved in 
lifestyle changes in the millennial generation. As stated by philosopher Baudrillard, today's 
human lifestyle is shaped by imagination factories such as fashion, computers, so 
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researchers want to describe how generations in their activities, interests or opinions take 
advantage of technological developments in order to foster an entrepreneurial spirit as an 
alternative to pursuing careers. 
 

 
 

Figure 1 – Research Framework 

 
Social Media. Social networking sites allow users to connect by creating personal 

profile information and invite friends and colleagues to access profiles and to send e-mails 
and instant messages. Profiles generally include photos, videos, audio files, blogs and so on. 
Examples of social networking sites are Facebook, MySpace, and Google+. The use of 
communication media facilities today has developed so rapidly along with the advancement 
of communication technology, where living in an environment is faced with many choices to 
be able to convey / access information through conventional media such as print and 
electronic media and the most developed is social media. Definition of social media is an 
online media, where users can easily participate, share and create content including blogs, 
social networks (Facebook, Youtube, Myspace and Twitter), wikis, forums and the virtual 
world. In the use of social media the most frequently used by people is social networking, 
because this site allows people to create personal web pages, which can connect with 
friends to share information and communicate. Of the many social networks, the use of 
Facebook and Twitter is the most loved by people because it is more practical, economical 
and inexpensive to use. Simply having a smartphone can already access information 
anytime and anywhere through social media, and the most interesting because it can convey 
information related to our activities, both personal and group. Actually the benefits or role of 
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social media as a driver of advancement of entrepreneurship, one of which is widely used as 
a media campaign. It is very easy and inexpensive to use social media for promotion, 
Facebook as an example. Among young people surely know Facebook, in Indonesia the 
users have reached millions of people and can be used in addition to communication as well 
as being a field of creativity to develop business, then an entrepreneurial spirit arises. 
Business beginners can take advantage of opportunities to promote small businesses to the 
community, or just introduce their creative products. With one write and enter all Facebook 
users in the world who have become friends, we can see the posts that contain the 
promotion. try the product from you. And we need to remember that being a successful 
entrepreneur is not an easy thing. The key is hard and patient effort. With the presence of 
social media which tends to facilitate work, it should be able to optimize the role of Social 
Media as a means to develop business. 

Hypothesis: 
H1: there is the influence of environment on the Entrepreneurship Spirit on the 

Millennial generation; 
H2: There is the influence of Lifestyle on the Entrepreneurship Spirit in the Millennials; 
H3: there is the influence of Social Media on the Entrepreneurship Spirit in the 

Millennials; 
H4: there is the influence of the Environment, Lifestyle and Social Media on the Spirit of 

Entrepreneurship in the Millennial Generation. 
 

METHODS OF RESEARCH 
 

This type of research based on eskplanasi level is in the form of associative research 
that aims to determine how the relationship between variables (Sugiyono, 2012). According 
to Juliandi (2013: 56) research in associative problems is research that seeks to examine 
and explain how an independent variable affects the dependent variable. In this study the 
Independent variable is the Environment variable (X1), Lifestyle (X2), and Social Media (X3) 
while the dependent variable is the Entrepreneurship Spirit variable (Y). 

To find out the work process in the study in detail as follows: 
 

Table 1 – Research design 
 

Types of research: 
Description with a quantitative approach 

Relations between Variables: 
X1: (Environment) 
X2: (Lifestyle) 
X3: (Social Media 
Y: (Entrepreneurship spirit) 

Research Scope: 
The Jakarta and surrounding communities 
include Bogor, Depok, Tangerang, and Bekasi 

The intended respondent: 
Women and Men aged between 17-28 years in 2018 or who 
are often categorized as Mellenial or Generation Y generations 

Population: 
Millennial Generation 
Sample: 
100 people 

Data source: 
Primary 

Method of collecting data: 
Questionnaire and Literature 

For Data Analysis: 
SPSS 19 

Validity and Reliability Testing Uji Asumsi Klasik, terdiri dari: 
Test. Normality Autocorrelation Test 
Test for heterocedasticity Multicollinearity Test 
Data analysis: 
Multiple Linear Analysis 

Coefficient of determination 

Hypothesis testing 
(Using the SPSS Computer Program) 

Result 

 
Multiple Linear Regression Analysis. Multiple regression analysis aims to measure the 

strength of the relationship between two or more variables, also shows the magnitude of the 
influence between the independent variables and the dependent variable (Ghozali, 2011). 
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Multiple linear regression analysis carried out in the study using the model method as 
follows: 
 

Y = α + β1X1 + β2 X2 + β3 X3 + e 

 
Where: Y: Entrepreneurial spirit, α: Constants coefficient, β1- β2 β3: Regression coefficient, 
Y: Entrepreneurship spirit, X1 location, X2, lifestyle and X3. The role of social media, 
e = annoying variance. 
 

RESULTS AND DISCUSSION 
 

Analysis of Multiple Linear Regression. The calculation of multiple linear regressions 
between environmental quality, lifestyle and the role of social media on the entrepreneurial 
spirit with the help of the SPSS version 19 program in the calculation process can be 
obtained as follows: 
 

Y= 28,710+ (-0,203)X1 + (0,454) X2 + (0,364)X3 + e 

 
The results of multiple linear regression equations give the understanding that: 

 β1 (environmental regression coefficient) is negative, meaning if the environment 
decreases the entrepreneurial spirit for the Millennial generation increases; 

 β2 (lifestyle regression coefficient value) is positive, meaning that if the lifestyle 
increases, then the entrepreneurial spirit also increases experienced by the Millennial 
generation; 

 β3 (regression coefficient value of the role of social media) is positive, meaning that if 
the role of social media is increasing, then the entrepreneurial spirit experienced by 
the Millennial generation is also increasing. 

R value is 0.662, this means that the relationship or correlation between the factors that 
influence the entrepreneurial spirit is strong because> 0.50. The R Square value is 0.439 or 
43.9%, this indicates that the entrepreneurial spirit variable that can be explained by 
environmental variables, lifestyle and social media role is 43.9%, and while the remaining 
56.1 is explained by other factors not included in the model this research. 

F-Test. This test was conducted to determine whether the environment, lifestyle and 
the role of social media influence the entrepreneurial spirit. 

The calculated F value with a significance level of 0,000) below 0.05) is 24,993. Based 
on the level of significance, it is concluded that Ho is rejected and H1 is accepted. This 
means that the independent variables consisting of Environment, Lifestyle and the Role of 
Social Media can be used to measure the Entrepreneurship Spirit variable or it can be 
interpreted as a feasible research model. 

Hypothesis testing. This test was conducted to determine whether the environment, 
lifestyle and the role of social media influence the entrepreneurial spirit. 

Based on the calculation of multiple regression tests, the results give the understanding 
that: 

 Environmental influence on entrepreneurial spirit, based on calculation of table 4, the 
regression coefficient value is positive and the significance value for the environment 
is a = 0.036 <0.05 indicating that the environment has a significant influence on the 
entrepreneurial spirit; 

 The influence of lifestyle on the entrepreneurial spirit of the calculation of table 4, 
obtained a positive regression coefficient and a significance value for lifestyle is a = 
0,000 <0.05 indicating that lifestyle has a significant influence on the entrepreneurial 
spirit; 

 The Influence of Social Media Roles on entrepreneurial spirit, the results of 
calculation of table 4, obtained a positive regression coefficient and a significance 
value for the role of social media is a = 0.002 <0.05 indicating that the role of social 
media has a significant influence on the entrepreneurial spirit. 
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DISCUSSION OF RESULTS 
 

Environmental influences on the spirit of entrepreneurship. The negative value results 
in the Environment variable or not in the direction of the Entrepreneurship Spirit dependent 
variable means that the environment influences the Entrepreneurship Spirit but is not in the 
same direction that the environment is not influential to form Entrepreneurship Spirit, prob 
value (0.036) is less than 0.05. The regression coefficient for the Environmental variable of -
262 is negative, meaning that the environment has a significant effect on the direction of 
negative influence on the Entrepreneurship Spirit because the Spirit of Entrepreneurship 
does not depend on how the external environment becomes a spirit of Entrepreneurship. The 
current generation is having strong thoughts and beliefs that can build their future because of 
how they can explore their potential from within themselves. 

The Influence of Lifestyle on the Spirit of Entrepreneurship. The influence of Lifestyle 
independent variables on the dependent variable of Entrepreneurship Spirit, the value of 
prob t count (0,000) is smaller than 0.05 t count 4,898 so that it can be said that the 
independent variable of Lifestyle has a significant effect. Lifestyle regression coefficient is 
positive and most dominant compared to the Social Media variables studied. This means that 
the Millennial Generation Lifestyle increasingly characterizes the generation that adapts to 
technology so quickly that the opportunity to create in developing itself in its own way and 
easily adjusting values in its era with prestige makes the dignity and dignity that people 
always see. 

Effect of the Role of Social Media on Entrepreneurship Spirit. The Influence of the 
independent variables of the Role of Social Media on the dependent variable of 
Entrepreneurship Spirit, the value of prob t count (0.002) is smaller than 0.05 t-count 3.253 
so that it can be said that the Social Media independent variable has a significant effect on 
the variable tied to Entrepreneurship Spirit. The Social Media regression coefficient is 
positive, meaning that social media influences the Spirit of Entrepreneurship because the 
Role of Social Media makes it a means for Millennials to develop themselves by utilizing 
business opportunities through social media. 

Effect of Environment, Lifestyle and the Role of Social Media on Entrepreneurship 
Spirit. In the F-test the prob value. F count (sig) in the value table 0,000 is smaller than the 
significance level of 0.05 so that it can be concluded that the linear regression model that is 
properly distributed is used to explain the influence of Environment, Lifestyle and Social 
Media on the spirit of Entrepreneurship., 61. 

Linear Regression Y = 28,710+ (-0,203) X1 + (0,454) X2 + (0,364) X3 + e., the 
equation informs that the most influential variable on Entrepreneurship Spirit is the variable of 
Social Media Role with standardized coeftsients of 0.454 greater than the Environment and 
Lifestyle variables. The results of the determination coefficient tests are indicated by R 
square of 43.9% while the remaining 56.1% is influenced by other factors not discussed in 
this study. 
 

CONCLUSION AND RECOMENDATIONS 
 

Environment has a significant negative effect on Entrepreneurship Spirit, and seen 
from the answers of Environmental Respondents to contribute well. 

Lifestyle has a positive and significant effect on the spirit of entrepreneurship, and seen 
from the respondents' answers Lifestyle gives a good contribution to encourage 
entrepreneurial spirit 

The Role of Social Media has a positive and significant effect on the Entrepreneurship 
Spirit and judging by the respondent's answer shows that the Millennial generation accepts 
the existence of Social Media 

Between Environment, Lifestyle and the Role of Social Media has an influence on the 
Entrepreneurship Spirit. Whereas the lifestyle which has the most dominant influence on the 
spirit of entrepreneurship as well as Millennials contributes to the Entrepreneurial Spirit well. 
 



RJOAS, 1(85), January 2019 

13 

Recommendations: 
 Regarding the Environment variable in the questionnaire statement "My extended 

family has a habit of exchanging ideas and discussing anything related to the future. 
Have the lowest, because it should be a more intimate family environment in 
discussing the entrepreneurial spirit; 

 Regarding the Lifestyle variable in the statement "I have the ability to explore / 
explore what's in me" with the lowest value, then it is better for the Millennials to not 
hesitate to develop the potential that exists within themselves; 

 With regard to the variable Social Media Role in the statement "I feel confident to 
obtain all information through social media" has the lowest value, it is better for 
Millennials to realize that with Media Soil it makes thinking more developed especially 
to increase creativity and read opportunities in creating himself to be passionate 
about entrepreneurship; 

 Regarding the Entrepreneurship Spirit variable in the statement "I observe an 
increase in population income" and "I have a desire for a clearer future" to get the 
lowest score, then Millennials should better observe how to increase income and face 
the challenges of the future. front with all the efforts that can be empowered at this 
time; 

 Suggestions for completing the results of this study are for the next researchers to 
increase entrepreneurial spirit is to conduct research outside the independent 
variables used in this study, for example government policy, social change, 
technological adaptation and market opportunities that can be used to enhance 
entrepreneurial spirit for generations Millennial, considering that there is an influence 
of 56.1% from other variables not included in this study, then the Millennials should 
remain enthusiastic in entrepreneurship to get a better life. 
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ABSTRACT 
The implementation of good corporate governance is crucial in the banking industry because 
bank has its function as intermediary, making them as a high level risk industry. Moreover, 
according to the data, the poor corporate governance is one of the main causes of the 1997-
1998 Asian Financial Crisis, including Indonesia. This fact has made the quality of corporate 
governance as an important thing that investors consider when investing. Liquidity is an 
important factor for both investor and firm; if an investor owning an illiquid stock it will be 
harder for them to sell and if a firm has an illiquid stock it will make investing to them 
becomes less attractive. This study explores the effect of corporate governance on stock 
liquidity in Banks. The quality of corporate governance is scored using 21 indicators from 
OJK regulation, for liquidity Amihud illiquidity estimate and stock turnover are used as 
proxies. Variable of size, leverage, return volatility, and growth are used control variable. By 
using a sample of 26 banks from 2012 to 2016, we find that Indonesian Banks already has 
good corporate governance and our multiple regression analysis results showed that there is 
a significant relationship between corporate governance and stock liquidity, suggesting that 
better governed firms has greatly improved stock liquidity. Furthermore we find that the 
quality of board of commissioner greatly impact stock liquidity. 
 
KEY WORDS 
Corporate governance, stock liquidity, Indonesian banks. 
 

The survey conducted by McKinsey & Co (2002) shows that corporate governance is 
an important thing that investors consider when investing. The results of the survey shows 
that 61% of investors in Asia consider governance conditions as important as financial 
indicators, 21% of investors consider governance conditions to be more important than 
financial indicators, 18% consider financial indicators to be more important than governance 
conditions. 82% of investors consider the quality of governance to be important, especially in 
emerging market countries, because poor corporate governance is one of the main causes of 
the 1997-1998 Asian Financial Crisis, including Indonesia (Nam and Nam 2004). 

Good corporate governance will increase financial and operational transparency of the 
company (Chung et al. 2010). Corporate transparency is an absolute thing for prospective 
investors. Merton (1987) suggests that, investors when investing in shares will consider only 
those companies whose information is clear and complete. Good corporate governance can 
increase stock liquidity due to an increase in investor interest (Ali et al. 2017). 

According to Handa and Schwartz (1996) investors want three things from the market, 
namely liquidity, liquidity, and liquidity. A stock is said to be liquid if the stock can be sold on 
a large scale quickly at a low cost (Harris 2003). In addition to being important for investors, 
from the side of the issuing company, having liquid shares will reduce the cost of equity 
(Butler et al. 2005). Cheaper cost of equity occurs because companies do not need to 
provide more incentives to the shares they issue to attract investors. Besides reducing the 
cost of equity, according to Cheung et al. (2015), having liquid shares can increase company 
value because the company is considered to have good governance. 

The Indonesian capital market groups companies into nine sectors. The financial sector 
is the sector that has the highest market capitalization of the other 8 sectors, namely 29.66% 
of the total capital market capitalization of Indonesia and has the second largest daily trading 
frequency, which is 48.11 times (Indonesia Capital Market Statistics 2017). The banking 
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industry dominates the financial sector, which has a total capitalization of Rp. 1 339 854 
million, or 90.64% of the total financial sector (IDX Statistics 2016). This shows that the 
banking industry is very attractive to investors. 

The banking industry has a big role as one of the leading components in national 
development. The implementation of good governance is crucial in the banking industry. The 
Financial Services Authority (OJK) and Bank Indonesia (BI) as a bank regulator institution 
issued various rules that made the banking industry as a regulated industry. The tight 
supervision of the banking industry can not be separated from the role of banks as 
intermediary institutions, namely collecting public funds in the form of deposits and 
channeling to the public in the form of credit, resulting in a high risk complexity of the banking 
industry. Although the banking industry has a high level of risk, this industry remains 
attractive to investors, research on how the effect of corporate governance on stock liquidity 
in the banking sub-sector companies in Indonesia is interesting to do. 
 

LITERATURE REVIEW 
 

Research on the effect of corporate governance on stock liquidity has been carried out 
several times. In the past, several studies examine the relation between external corporate 
governance and liquidity such as Bacidore and Sofianos (2002) and Brockman and Chung 
(2003). By contrast, several studies argue that internal corporate governance is related to 
liquidity as well. Research about the effect of internal corporate governance on stock liquidity 
has been carried out in several countries such as America (Chung et al. 2010), Thailand 
(Prommin et al. 2014), Malaysia (Foo and Zain 2010), France (Ajina et al. 2015), and 
Australia (Ali et al. 2017), but similar studies have not been conducted in Indonesia. The 
studies carried out in these countries cannot be generalized because of differences in 
characteristics in each country, namely in terms of indicators of quality assessment of 
corporate governance and the stock trading system. For example Chung et al. (2010) 
measure governance quality by using the governance factors reported by the Institutional 
Shareholder Services (ISS), which only available for U.S firms, Prommin et al. (2014) 
measure governance quality by using the governance standards from the Securities and 
Exchange Commission (SEC) of Thailand, and Ali et al. (2017) construct a CG index by 
following the Horwath report. 

In regards to the stock trading system, each country has different trading system. For 
example stock market in U.S has quote-driven trading system where the designated market 
makers quote the bid-ask prices and supply liquidity to the market. On the contrary, Australia 
has a pure order-driven trading system where public limit orders establish bid-ask prices and 
provide liquidity to market participants. Similar with Australia, Indonesia also has order-driven 
trading system which implies that stock liquidity is being fully provide by market participants. 

The liquidity is fully decided by the stocks holder, so the decision of sell and buy prices 
are in their hands. These stocks holder decides the amount of sell and buy prices from their 
paradigm on the company itself. If they think the company is reliable then they will buy the 
stocks, if they think the otherwise then they will avoid to buy any stocks from the company. 
This makes having a good corporate governance is an important matter for a company, 
because how high their stocks will sell is depends on how good the corporate governance of 
a company is. 

The previous stock markets research by Chung et al. (2010), Prommin et al. (2014), 
and Ali et al. (2017) were done in every sector except financial. Financial sector can not be 
researched together with other sectors because the indicator for corporate governance in 
financial sector is made specific by the regulations. This makes a research concerning 
corporate governance in financial sector needs to be done separately. The regulations in 
other sectors are not as strict as in financial sector, this makes it easier to tell which 
companies has good corporate governance. In financial sector, the strict regulations and the 
tight supervisions make companies racing to apply good corporate governance; these 
companies almost have equally good corporate governance. This is where the problems 
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becomes interesting, amid these same level of good corporate governance, does a litte 
difference in the level of corporate governance going to affect the liquidity of the stocks? 

Hypothesis development. In the management of the company there is a separation 
between shareholders as the owner of the stocks and manager of the company. Agency 
relationship according to Jensen and Meckling (1976) is a contract between the principle and 
the manager of the company where the company owner (principle) entrusts the management 
of the company to the manager in accordance with the principle of the principle by delegating 
some decision-making authority to the manager (agent). Agency relationships like this 
sometimes conflicts arised when the interests of the manager (agent) are more dominant 
than the interests of the principle. 

Information asymmetry is one example of a conflict of interest. Information asymmetry 
is a condition when one party has information that the other party does not have (Kuper 
2005). For example, when a manager hides an information from the owner, it will create a 
moral hazard, for example transferring the wealth of the company to itself (Switzer and Wang 
2013). To cover up fraud, opportunistic managers will present information that is beneficial to 
themselves by way of sorting information that will be conveyed to shareholders. 

Corporate transparency is a major and important factor for potential investors. Merton 
(1987) suggests that investors when investing in shares will consider only those companies 
whose information is clear and complete. Effective corporate governance can improve 
financial and operational transparency of the company (Chung et al. 2010). 

Diamond (1985) shows that increased information disclosures reduce information 
asymmetry between management and traders and diminishes traders' motivation to acquire 
private information, resulting in less heterogeneity among trader beliefs and smaller 
speculative positions among informed traders. Facing less adverse selection problems, 
traders provide more liquidity for stocks of well-governed firms (Glosten & Milgrom, 1985). 
Theory therefore suggests that poor corporate governance may impair stock market liquidity 
to the extent that poor governance is associated with low financial and operational 
transparency. 
 

METHODS OF RESEARCH 
 

Our data consist of 26 banks (Table 1) listed on the Indonesia Stock Exhange (IDX) 
from period 2012-2016. The criteria we used to pick the sample are: the firms already listed 
before 2012, not delisted in period 2012-2016, and the availability of the governance data, 
financial data, and liquidity data. The governance data are obtained from governance reports 
in annual reports. The data for the calculation of stock liquidity, such as stock prices and 
trading volume, is obtained from IDX website, and the financial information obtained from 
firms annual reports, which are available in each firms website. The final sample is a panel 
data set containing a total of 130 observations (26 banks over 5 years). 
 

Table 1 – List of banks 
 

No Stocks Bank  No Stocks Bank 
1. AGRO BRI Agro Niaga  14. BNGA Bank CIMB Niaga 
2. BACA Bank Capital Indonesia  15. BNII Bank Maybank Indonesia 
3. BBCA Bank Central Asia  16. BNLI Bank Permata 
4. BBKP Bank Bukopin  17. BSIM Bank Sinarmas 
5. BBNI Bank Negara Indonesia  18. BSWD Bank of India Indonesia 
6. BBRI Bank Rakyat Indonesia  19. BTPN Bank Tabungan Pensiunan Nasional 
7. BBTN Bank Tabungan Negara  20. BVIC Bank Victoria International 
8. BDMN Bank Danamon Indonesia  21. INPC Bank Artha Graha International 
9. BEKS BPD Banten  22. MCOR China Construction Bank 
10. BJBR Bank Jabar Banten  23. MEGA Bank Mega 
11. BKSW Bank QNB Indonesia  24. NISP Bank OCBC NISP 
12. BMRI Bank Mandiri  25. PNBN Bank Pan Indonesia 
13. BNBA Bank Bumi Arta  26. SDRA Bank Woori Saudara 
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Measures of corporate governance quality. This study uses 21 (Table 2) indicators to 
assess the quality of corporate governance. The indicators used in this study are the results 
of considerations from various literatures such as the rules of corporate governance 
guidelines issued by OJK, namely the Financial Services Authority Regulation Number 21 / 
POJK.04 / 2015 concerning the implementation of guidelines for open corporate governance 
in Indonesia; Financial Services Authority Regulation Number 32 / POJK.04 / 2015 
concerning plans and implementation of general meeting of shareholders; Financial Services 
Authority Regulation Number 33 / POJK.04 / 2015 concerning directors and commissioners 
of issuers or public companies; Financial Services Authority Regulation Number 34 / 
POJK.04 / 2015 concerning nomination and remuneration committees of issuers or public 
companies; and Financial Services Authority Regulation Number 55 / POJK.04 / 2015 
concerning the establishment and guidelines for the implementation of the audit committee's 
work, recommendations on the implementation of corporate governance listed in the 
Financial Services Authority Circular Letter Number 32 / POJK.04 / 2015, and similar 
research journals. The calculation of governance quality is done by giving a value that is 
worth 1 if the indicator is applied, and is worth zero if the indicator does not reach the target, 
so the range of governance quality values will be obtained from zero to 21. This method of 
granting is similar to Sawicki's (2009) and Prommin et al. (2014). 
 

Table 2 – Corporate governance indicator 
 

Category Corporate governance standard 

Board of 
Commisioner 

Common 

50% of commissioners are independent commissioners 
Commissioner meetings at least 1 time every 2 months 
Commissioners and directors' meetings are at least 1 time every 4 months 
Self assestment board of commisioner 

Audit 

There is an audit committee 
The audit committee has a minimum of 3 members 
The composition of independent commissioners and independent parties 
is at least 51% 
Audit committee background 
Audit committee meetings at least 1 time every 3 months 
Report of the audit committee in the annual report 

Risk 

There is an risk committee 
The risk monitoring committee has a minimum of 3 members 
The composition of independent commissioners and independent parties 
is at least 51% 
Risk monitoring committee background 

Nomination There is a nomination committee 
Remuneration There is a remuneration committee 

Board of Director 

Common 
Establishment of an internal audit work unit, risk management work unit, 
compliance work unit 
Self assestment board of director 

Annual 
Report 

Annual reports are published no later than the end of the fourth month 
after the financial year ends 
Completeness of the contents of the annual report 

GMS  GMS is held at least once a year 

 
Liquidity measures. The dependent variable of our study is stock liquidity. We measure 

stock market liquidity in Indonesia banking sector using two alternative methods: the Amihud 
illiquidity estimates (ILLIQ) and stock turnover (STO). Amihud’s (2002) illiquidity estimates or 
ILLIQ is measured as the daily ratio of absolute stock return to trading volume in Indonesian 
rupiah, averaged over a number of trading days in the financial year, that is, how much the 
absolute stock price changes with one rupiah trading volume. ILLIQ is a proxy of stock 
liquidity dimension’s, depth or price impact of trade, which refers to the ability of market to 
absorb a large quantity of trade without having a large price impact. 
 

ILLIQ�� =
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Where: |����| is the absolute stock return of bank i on day d of year t, ������� is the trading 
volume of bank i on day d of year t, and ��� is the number of days with available data for 
bank i in year t. The higher the ILLIQ, the lower the stock liquidity will be. 

Stock turnover (STO) captures trading frequency: how many times a share changes 
owners. STO is a proxy of stock liquidity dimension’s, immediacy, which represents the 
trading speed, that is, the speed with which buy or sell orders can be executed: 
 

STO�� =
VOL��

N��
, 

 
Where: ����� is the total number of shares traded for bank i in a year t, and N�� is the number 
of outstanding shares for firm i in an year t. Both volume data for each bank and outstanding 
shares data is collected on a yearly basis. The higher STO, the higher the stock liquidity will 
be. 
Control variable. Four firm characteristics as control variables is included to isolate the effect 
of CGQ on stock liquidity: firm size, leverage, return volatility, and growth opportunities 
(Prommin et al., 2014; Ali et al., 2017). Firm size is used as the control variables because 
larger firms have more information available; they may attract much more research on their 
stocks and thus have less adverse selection risk (Diamond and Verrecchia, 1991). The proxy 
for firm size is the natural logarithm of market capitalization (ln (MC)), which is calculated as 
the number of shares outstanding times share price at the end of a financial year. Leverage 
(lev) variable which is calculated by the book value of the total liabilities over the book value 
of total assets, also is used as control variable. Return volatility (Rvol) increases the 
uncertainty of the cost of the holding stock, and thus more volatile stocks have a wider bid–
ask spread and more information asymmetry (Ho and Stoll, 1981). Return volatility is used as 
the standard deviation of daily stock returns. Moreover, high growth firms may have more 
information asymmetry problem that leads to lower stock liquidity. We measure growth 
opportunities by the market to book value (growth). 
To test the effect of corporate governance on stock liquidity the formulation used is the 
following regression equation: 
 

����������,��������,�, �� ����,��  = �� + ������,� + �������,� + ������,� + �������,� + �������ℎ�,� + ��,� , 

 
Where: the subscripts denotes individual firms ( = 1,2,…,26), time period (t = 2012, 
2012,…,2016), α and β are parameters to be estimated, and ε is the error term. 

The firm fixed effect (FE) method is employed to control for unobserved heterogeneity, 
due to time-unvarying omitted variables that differ across firms but are constant over time. 
While estimating the effects of independent variables on dependent variables, the FE method 
focuses on over time changes in the variables. Since this method focuses particularly on the 
time-series variation between CGQ and stock liquidity, and a causal relation between them 
can be examined using their time-series covariation, FE provides an additional insight into 
the empirical linkage between CGQ and the two dimensions of stock liquidity. 
 

RESULTS OF STUDY 
 

Table 3 shows the development of the quality of corporate governance in the banking 
subsector. In general, the banking subsector in Indonesia has implemented good 
governance. This can be seen in the average value of the quality of corporate governance 
above 86% and continues to increase every year. The minimum value during the study 
period occurred in 2012, which are 14 reported by Bank Swadesi. In 2012 the annual report 
issued by Bank Swadesi was incomplete, i.e. it did not meet indicators 2, 3, 10, 4, 18, and 
19. In 2012 there were 2 companies that obtained maximum scores, namely BRI and Bank 
Mandiri, in 2015 there were 2 companies, namely Bank BTN and Bank Permata, and in 2016 
there were 3 companies namely Bank BRI, Bank QNB Indonesia, and Bank Permata. 
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Table 3 – The quality of the banking sub-sector corporate governance in 2012-2016 
 

Statistic 
Corporate governance quality 
2012 2013 2014 2015 2016 

Maximum 21 20 20 21 21 
Minimum 14 15 17 16 15 
Mean 18.08 18.11 18.50 18.69 18.81 
Mean (%) 86.08 86.26 88.09 89.01 89.56 

 
Table 4 – Regression results of the ILLIQ sub-sector banking panel data model 

 

Variable Coefficient Std. Error t-Statistic Prob. 
CGQ -0.00001930 0.00000509 -3.796639 0.0003 
Size -0.00001720 0.00000973 -1.769803 0.0798 
Lev 0.00068500 0.00021000 3.257282 0.0015 
Growth 0.00000117 0.00000747 0.157113 0.8755 
Rvol 0.00132400 0.00061600 2.150736 0.0339 
Constant 0.00036500 0.00038500 0.949277 0.3448 
R-squared 0.4503    
Prob. (F-Stat) 0.000121    

 
The estimation results (Table 4) show that corporate governance quality variables 

(CGQ), and the four control variables (SIZE, LEV, RVOL, and GROWTH) simultaneously 
influence ILLIQ variables (seen from Probabilistic F-stat for models that are 0.000121, less of 
critical values of 1%, 5% and 10%). In addition to conducting the F-test, the results of the t-
test show that corporate governance variables in the ILLIQ model is significant and has 
coefficient of -0.0000193 with probability values (0,0003) smaller than critical values (1%, 5% 
and 10%). These results indicate that corporate governance has a negative and significant 
effect on ILLIQ liquidity in the banking subsector. Negative influences indicate that corporate 
governance has an opposite relationship with Amihud's liquidity where the higher the value of 
corporate governance, the lower the Amihud liquidity value or in other words, the more liquid. 
The ILLIQ model has an R-squared value of 45.03% which means that corporate 
governance, size, lev, growth, and rvol variables can explain stock liquidity by 45.03%, and 
the remaining 54.97% is explained by other factors outside the model. 
 

Table 5 – Regression results of the STO sub-sector banking panel data model 
 

Variable Coefficient Std. Error t-Statistic Prob. 
CGQ 0.009897 0.004367 2.266073 0.0256 
Size 0.049618 0.016019 3.097480 0.0025 
Lev 0.287811 0.150638 1.910616 0.0589 
Growth -0.002969 0.006268 -0.473649 0.6368 
Rvol 0.661823 0.474890 1.393636 0.1665 
Constant -1.727850 0.512608 -3.370702 0.0011 
R-squared 0.9344    
Prob. (F-Stat) 0.000000    

 
The estimation results (Table 5) show that corporate governance variables (CG), and 

the four control variables (SIZE, LEV, RVOL, and GROWTH) simultaneously influence STO 
variables (seen from Probabilistic F-stat for models that are 0.0000, less of critical values of 
1%, 5% and 10%). In addition to conducting the F-test, the results of the t-test show that 
corporate governance variables in the STO model have is significant and has coefficient of -
0.009897 with probability values (0.0256) smaller than critical values (5% and 10%). These 
results indicate that corporate governance has a positive and significant effect on STO 
liquidity in the banking subsector. Positive influence shows that corporate governance has a 
relationship with STO liquidity where the higher the value of corporate governance, the 
higher the liquidity value of STO or in other words the more liquid. The ILLIQ model has an 
R-squared value of 0.9344 which means that corporate governance, size, lev, growth, and 
rvol variables can explain stock liquidity by 93.44%, and the remaining 6.56% is explained by 
other factors outside the model. 
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Testing the effect of corporate governance on stock liquidity in the ILLIQ and STO 
models has results that are consistent with the hypothesis of corporate governance that has 
a positive effect on stock liquidity. The influence of corporate governance on stock liquidity in 
the ILLIQ model shows that companies that have good governance will have stocks that do 
not have high price volatility despite large-scale trade in the market. This is because the 
depth dimension illustrates the market's ability to absorb large-scale trade without having a 
large influence on stock prices. This shows that the quality of poor governance results in 
investors being reluctant to buy shares because the company's shares are alleged to have 
high volatility. 

The influence of corporate governance on stock liquidity in the STO model shows that 
companies that have good governance will tend to have high trading activities each year. 
This shows that good governance results in the ease of buying and selling shares in the 
stock market because the shares are attractive to capital market investors. This research has 
similar results with previous studies, namely there is a positive relationship between 
corporate governance and stock liquidity. 

This research was conducted by assessing the implementation of corporate 
governance from three aspects, namely the board of commissioners, the board of directors, 
and the GMS and then seeing the influence of the three simultaneously on stock liquidity. To 
show deeper results, testing was carried out on each category of indicators, which are the 
category of board of commissioners, board of directors, and GMS on stock liquidity to see 
which governance aspects had the most influence on stock liquidity. The test is done by 
separately regaining each category of indicators on liquidity by controlling the factors of size, 
leverage, growth, and return volatility. 
 

Table 6 – Regression results of estimating the effect of each indicator category on liquidity 
 

 ILLIQ STO 
Board of Commisioners -0.0000124 *** 0.022777*** 
Board of Director -0.0000117 0.006558 
GMS Near singular matrix Near singular matrix 
 

Superscripts *,**,*** indicate statistical significance at 10%, 5%, 1%. 

 
Table 6 shows that from the overall indicator category, the board of commissioners’ 

category has a significant influence on both ILLIQ and STO liquidity, while the board of 
directors’ category and GMS’ category do not have a significant influence. This result is in 
line with the function of the board of commissioners as a supervisor whose duty is to provide 
input and direction to the board of directors in realizing the company's annual work plan and 
the company's long-term plan with performance results that will be accountable to investors 
at the GMS. In this case the board of commissioners has a crucial role. This result is 
consistent with the fact that corporate governance in Indonesia is focused on aspects of the 
board of commissioners (World Bank 2010). 
 

MANAGERIAL IMPLICATIONS 
 

The quality of corporate governance reflects the level of relationship of three important 
factors in the company, namely the board of commissioners (as the owner's representative), 
the directors (as agents), and shareholders (as owners). To realize good corporate 
governance, in order to choose an independent board of commissioners, it is absolutely 
necessary to have competencies in accordance with their fields. Suppose that for the 
competence of the audit field, it must be filled by someone who has a background or 
experience in the field of audit, for the competency of the risk monitoring field, it must be 
filled by someone who has a background or experience in the field of risk management. The 
company's performance can only be achieved well if corporate governance has been running 
in accordance with the regulations set by the banking regulator, which is the government 
through BI and OJK. The low quality of corporate governance is something that is not good in 
the eyes of investors because the company's stock price can fluctuate at any time and this 
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makes the company's shares are not much in demand so it will be difficult to sell at any time. 
This shows the quality of good corporate governance is crucial in the eyes of investors 
because it pictures of how safe the company is used as a place to invest. 
 

CONCLUSION 
 

The results of the study show that the banking sub-sector in Indonesia has 
implemented good corporate governance practices established by the OJK. This can be 
seen in the annual report issued by the company which is reflected in the indicator values in 
this thesis. The relationship between the board of commissioners, directors and shareholders 
has been running well. The composition of the board of commissioners has complied with the 
rules, namely 50% is a commissioner or an independent party and has competencies in 
accordance with their fields so that the supervision function of banking operations runs 
optimally. A good corporate governance will increase investors’ trust so the companies’ 
stocks will be liquid. It can be seen from the test results that corporate governance has a 
significant negative effect on ILLIQ liquidity and is significantly positive for STO liquidity of the 
three corporate governance components. The components of the board of commissioners 
have a significant influence on stock liquidity, it can be seen from the results of the tests that 
the board of commissioners’ indicators has a significant negative effect on ILLIQ liquidity and 
are significantly positive for STO liquidity. 
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ABSTRACT 
One of the means for medium and long-term investments is the capital market. Capital 
market is the most effective means for investors to invest in profits. This research aims to 
analyze the effect of changes in Return on Assets (ROA), Earnings per Share (EPS), 
Inflation Rate, and Interest Rate on stock return in SOE banks listed on the Indonesia Stock 
Exchange within the research period of 2012-2016. This research uses secondary data. The 
research population is the financial statements of 4 Persero Banks including PT Bank 
Negara Indonesia Tbk, PT Bank Rakyat Indonesia Tbk, PT Bank Mandiri Tbk, and PT Bank 
Tabungan Negara Tbk within the research period of 5 years from 2012 to 2016. Research 
sampling was conducted using the purposive sampling method. The data analysis was 
carried out using classical assumption test, multiple linear regression analysis, t-test, and F-
test with the help of SPSS 19. The research findings showed that the Interest Rate partially 
has a significant effect on Stock Return. Meanwhile, ROA, EPS, and Inflation Rate partially 
do not have a significant effect on Stock Return. Moreover, simultaneously ROA, EPS, 
Inflation Rate and Interest Rate have a significant effect on Stock Return. 
 
KEY WORDS 
Return on assets, earnings per share, inflation rate, interest rate, stock return. 
 

Investment is a commitment to a number of funds or other resources which currently 
aims to obtain a number of benefits in the future (Tandelilin, 2001). One of the means for 
medium and long-term investments is the capital market. Capital market is the most effective 
means for investors to invest in profits. Capital market is a solution between capital owners - 
in this case referred to the investors - who have more funds and borrowers of funds - in this 
case referred to the issuers (go-public companies) - which requires capital to run its 
business. Investors request capital market instruments for portfolio investment purposes. 
Thus, in the end it can maximize the income. 

Capital market instruments are divided into two major groups consisting of owner 
instruments (equity) such as stocks and debt instruments (bonds) such as corporate bonds, 
subscription bonds, bonds that can be converted into shares, and so forth. Stocks become 
one of the alternative investments in the capital market that are most widely used by 
investors because it has the potential to obtain greater profits, in which the funds needed by 
investors to make investments are not so large compared to bonds. 

According to Tandelilin (2001), the main reason an investor invests or purchases 
shares is to get a profit or return. Return is divided into 2 types, namely capital gains and 
dividends. Capital gain is the positive difference between the selling price and the purchase 
price of the stock while dividends are profits received from the issuer because the company 
gains profit (Iannotta, 2014). 

Based on fundamental analysis, there are several financial ratios that can reflect the 
financial condition and performance of a company. Ang et al., (2000) classified financial 
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ratios into five which include liquidity, solvability, profitability, activity and market ratios. 
These financial ratios are used to explain the strengths and weaknesses of the financial 
condition of a company and to predict stock return in the capital market. The ratios used in 
this research include the profitability, solvency and market ratios. The profitability ratio that 
functions and which is often used to predict stock price or stock return is Return on Assets 
(ROA) and Earnings oer Share (EPS). Return on Assets (ROA) is used to measure the 
effectiveness of a company in generating profits by utilizing assets owned. If Return on 
Assets (ROA) increases, then the company’s performance will also increase, because the 
rate of return is increasing (Hardiningsih et.al., 2002). In fact, Ang et al., (2000) mentioned 
that Return on Assets (ROA) is the most important ratio compared to profitability ratio in 
predicting stock return. In addition, Earnings per Share (EPS) is a comparison between 
earnings (in this case after-tax net income) and the number of shares of the company. For 
investors, EPS is information that is considered the most basic and useful, because it can 
describe the company’s earnings prospects in the future (Tandelin, 2001). EPS shows the 
level of profit for each share. Large EPS generates large profits that shareholders will 
receive. In other words, this shows that the operational conditions of the company are getting 
better (Darmadji & Fakhruddin, 2001). 

In addition, in the external factors, there are also factors that affect stock return in the 
capital market. The factor that appears to be very influential on the level of stock return is the 
inflation rate. High inflation rates indicate that the investment risk is quite high because it will 
reduce the rate of return from investors. In high inflation condition, the price of goods or raw 
materials has a tendency to increase. The increase in prices of goods and raw materials will 
increase production costs so that it will affect the decrease in the number of requests and 
sales which then reduce the company’s revenue. Furthermore, it will have a negative impact 
on company performance which is also reflected by the decline in stock return (Prihantini, 
2009). Similar case happens at interest rates. Changes in interest rates will affect stock 
prices in reverse (ceteris paribus). In other words, if the interest rate increases, then the 
stock price will decrease and vice versa. It will affect stock return (Tandelilin, 2001). 

In predicting stock prices, there is a basic approach consisting of fundamental and 
technical analyses. Those analyses are used to determine the company’s financial 
performance using ratios. Commonly, measuring the performance of a company uses 
financial ratio analysis consisting of liquidity, leverage and profitability ratios. By knowing how 
to analyze financial ratios and their effect on the company’s stock price, it can help 
companies determine how to meet their needs should be carried out so that the company’s 
goal in maximizing the prosperity of shareholders can be achieved through increasing stock 
prices. 
 

METHODS OF RESEARCH 
 

The research applied quantitative method using a combination of cross section and 
time series data. The data were obtained from Bank Indonesia and other sources that 
support the fulfillment of data. The method of data processing includes hypothesis testing, 
multiple regression coefficient analysis simultaneously (F test) and partially (t-test), and the 
overall and partial results of multiple regression. To support these findings, the descriptive 
analysis test was conducted with the aim to summarize the data and display the in the table 
in the form of Minimum, Maximum, Mean and Deviation Standard along with the classical 
assumption test which aims to see whether or not the independent variables meet the 
requirements. Thus, so that the results of the hypothesis testing are not bias. 

The research population is the annual financial statements of 4 SOE banks consisting 
of PT Bank Negara Indonesia Tbk, PT Bank Rakyat Indonesia Tbk, PT Bank Mandiri Tbk, 
and PT Bank Tabungan Negara Tbk within the research period of 5 years from 2012 to 2016. 
Research sampling was conducted by using a purposive sampling method because the 
sample has criteria including: go-public SOE Banks listed on the Indonesia Stock Exchange 
and has complete financial statements during the period of 2012-2016. Thus, the number of 
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observations was 20 times obtained from 4 x 5 (multiplication between the number of banks 
and the year of observation period). 
To determine the effect of Return on Assets (ROA), Earnings per Share (EPS), Inflation 
Rate, and Interest Rate on Stock Return, multiple regression analysis is used. The use of 
multiple regression analysis aims to create a mathematical model of the effect of Return on 
Assets (ROA), Earnings per Share (EPS), Inflation Rate and Interest Rate on Stock Return. 
From this model, we can determine the effect of Return on Assets (ROA), Earnings per 
Share (EPS), Inflation Rate and Interest Rate on Stock Return. The general form of the 
regression equation is multiple linear regression as follows: 
 

RS = α + b1ROA + b2EPS + b3TI + b4TSB+ ε 

 
Where: α = Constant of Regression Equations; ROA = Return on Assets; EPS = Earnings 
per Share; TI = Inflation Rate; TSB = Interest Rate; RS = Stock Return; b1-b3 = Regression 
Coefficient; ε = Random Error. 

The F-test is carried out to find out whether or not in the regression model the 
independent variables (X1, X2, ...., Xn) simultaneously have significant effect on the 
dependent variable (Y). The significance of the ANOVA table shows the magnitude of the 
probability or significance value in the ANOVA calculation. The listed values are used for 
feasibility analysis model in which a number of variables X affects Y variable with the 
provision that a good probability number to be used as a regression model must be <0.05. 
This value can be seen in the Sig. column. If Sig. value <0.05, the analysis model is 
considered feasible. If Sig. >0.05, then the analysis model is considered not feasible. 
The hypothesis for this ANOVA test is: 

 If Sig. value < 0.05 H0 is rejected; 
 If Sig. value > 0.05 Ha is accepted. 

The t-test is carried out to find out whether or not in the regression model the 
independent variables (X1, X2, ...., Xn) partially have significant effect on the dependent 
variable (Y). The independent variables can explain the dependent variable which can be 
seen from each of the independent variables. If the significance value is 0.000, it is 
considered to be very significant. The testing in SPSS uses the following criteria: 

 If the significant value of the research results is <0.05, then the correlation between 
variables is significant; 

 If the significant value of the research results is >0.05, then the correlation between 
variables is not significant. 

 
RESULTS AND DISCUSSION 

 
Dynamics Chart of All Research Variables: 

 

 
 

Figure 1 – Chart of Return on Assets (ROA) and Stock Return. Independent Variable (ROA) 
on Dependent Variable (Stock Return) in SOE Banks Listed on the Indonesia Stock Exchange 

in the Period of 2012-2016 (Source: www.idx.co.id & https://finance.yahoo.com) 
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Figure 1 above shows that the pattern of ROA is not the same as Stock Return. The 
increase or decrease is not in line with Stock Return. If a company’s ROA increases, Stock 
Return will not necessarily increase. Conversely, if the ROA decreases, Stock Return does 
not necessarily decrease. However, based on the chart of the two variables, the results do 
not reflect the previous theories and research which states that if ROA increases then the 
Stock Return will increase. 
 

 
Figure 2 – Chart of Earning per Share (EPS) and Stock Return. Independent Variable (EPS) 

on Dependent Variable (Stock Return) in SOE Banks Listed on the Indonesia Stock Exchange 
in the Period of 2012-2016 (Source: www.idx.co.id & https://finance.yahoo.com) 

 
Figure 2 above shows that the pattern of EPS is not the same as Stock Return. The increase 
or decrease is not in line with Stock Return. If a company’s EPS increases, Stock Return will 
not necessarily increase. Conversely, if the ROA decreases, Stock Return does not 
necessarily decrease. However, based on the chart of the two variables, the results do not 
reflect the previous theories and research which states that if EPS increases then the Stock 
Return will increase. 
 

 
 

Figure 3 – Chart of Inflation Rate and Stock Return. Independent Variable (Inflation Rate) 
on Dependent Variable (Stock Return) in SOE Banks Listed on the Indonesia Stock Exchange 

in the Period of 2012-2016 (Source: www.idx.co.id & https://finance.yahoo.com) 

 
Figure 3 above shows that the inflation rate pattern is not the same as stock return. 

The increase or decrease in inflation is not inversely proportional to stock return. If inflation in 
a country increases, stock return may not inversely decrease. Conversely, if inflation 
decreases, Stock Return is not necessarily inversely experiencing an increase. However, 
based on the graph of the two variables, the results do not reflect the previous theories and 
research which states that if the Inflation Rate increases then the Stock Return will decrease. 

Figure 3 above shows that the interest rate pattern is not the same as stock return. The 
increase or decrease in interest rate is not inversely proportional to stock return. If the 
interest rate in a country increases, stock return may not inversely decrease. Conversely, if 
the interest rate decreases, Stock Return is not necessarily inversely experiencing an 
increase. However, based on the graph of the two variables, the results do not reflect the 
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previous theories and research which states that if the Interest Rate increases then the Stock 
Return will decrease. 
 

 
 

Figure 4 – Chart of Interest Rate and Stock Return. Independent Variable (Inflation Rate) 
on Dependent Variable (Stock Return) in SOE Banks Listed on the Indonesia Stock Exchange 

in the Period of 2012-2016 (Source: www.idx.co.id & https://finance.yahoo.com) 

 
Multiple Linear Regression Analysis. Regression analysis is used to analyze the effect 

of independent variables on the dependent variable. In this research, multiple regression 
analysis was used to analyze the effect of Return on Assets (ROA), Earnings per Share 
(EPS), Inflation Rate and Interest Rate on Stock Return. The coefficient of the independent 
variables in the multiple regression equation will be interpreted using Standardized Beta 
Coefficients. The statistical calculation in the multiple linear regression analysis in this study 
was carried out with the help of the SPSS computer program for Windows version 19. The 
results of processing are explained in Table 1 below. 
 

Table 1 – Results of Linear Regression Test 
 

Coefficients
a 

 

Model 
Unstandardized Coefficients 

B Std. Error 

1 

(Constant) -4.234 1.330 

Ln_ROA -.013 .244 

Ln_EPS .175 .084 

Ln_IFR .025 .303 

Ln_ITR 2.021 .677 
 

Source: Processing Results from SPSS 19 Program. 

 
Based on the table, the regression equation is as follow: 

 
SR = - 4.234 - 0.013ROA + 0.175EPS + 0.025IFR + 2.021ITR 

 
Where: SR = Stock Return; ROA = Return on Assets; EPS = Earnings per Share; 
IFR = Inflation Rate; ITR = Interest Rate. 

The results of the analysis are interpreted as follows: 
 The constant of -4.234 shows that if Return on Assets (ROA), Earnings per Share 

(EPS), Inflation Rate and Interest Rate are zero, the Stock Return is equal to -4.234; 
 Return on Assets (ROA) (X1) value of -0.013 shows that if the ROA variable 

increases by one unit, the Stock Return variable will decrease by -0.013 assuming 
that the other independent variables of the regression model are fixed; 

 Earnings per Share (EPS) (X2) value of 0.175 shows that if the EPS variable 
increases by one unit, the Stock Return variable will increase by 0.175 assuming that 
the other independent variables of the regression model are fixed; 

0

1

2

3

4

5

6

INTEREST 
RATE

STOCK 
RETURN



RJOAS, 1(85), January 2019 

29 

 Inflation Rate (X3) value of 0.025 indicates that if the inflation variable increases by 
one unit then the Stock Return variable will increase by 0.025 assuming that the other 
independent variables of the regression model are fixed; 

 Interest Rate (X4) value of 2.021 shows that if the Interest Rate variable increases by 
one unit, the Stock Return variable will increase by 2.021 assuming that the other 
independent variables of the regression model are fixed. 

Determination Coefficient Analysis (R2). The determination coefficient is used to find 
out the correlation of several variables in a clearer sense. The determination coefficient will 
explain how much change or variation a variable can be explained by changes or variations 
on other variables. This coefficient value is between 0 and 1. If the results are closer to the 
number 0, the ability of the independent variables to explain variable variations is very 
limited. On the other hand, if the results close to 1, it means that the independent variables 
provide almost all the information needed to predict variations in the dependent variable. 
 

Table 2 – Results of Determination Coefficient Test (R
2
) 

 

Model Summary
b 

 

Model R R Square Adjusted R Square Std. Error of the Estimate Durbin-Watson 

1 .733
a
 .537 .395 .41530 1.290 

 

a. Predictors: (Constant), Ln_ROA, Ln_EPS, Ln_IFR, Ln_ITR 
b. Dependent Variable: Ln_SR 
Source: Processing Results from SPSS 19 Program 

 
Based on Table 2, the Adjusted R Square value is 0.395. Adjusted R Square is also 

called the determination coefficient so that in this case the percentage of the effect of the 
independent variables (Return on Assets (ROA), Earnings Per Share (EPS), Inflation Rate 
and Interest Rate) on the dependent variable (Stock Return) is 39.5 %. While the remaining 
60.5% is affected or explained by other variables not included in this research. The Standard 
Error of the Estimate is a measure of the number of errors in the regression model in 
predicting the Y value. The regression results get a value of 0.41530 which means that the 
stock return prediction error is 0.41530 units. 
 

RESULTS OF STUDY 
 

According to Sugiyono (2006), the F Test is a test tool that aims to determine whether 
there is a significant effect simultaneously between the independent variables consisting of 
Return on Assets (ROA) (X1), Earnings per Share (EPS) (X2), Inflation Rate (X3) and 
Interest Rate (X4) and the dependent variable is Stock Return (Y). In addition, this model 
aims to determine whether the independent variables (X1, X2 .... Xn) simultaneously have a 
significant effect on the dependent variable (Y). The basis of the decision-making criteria 
through significant probability numbers are as follows: 

1. If the probability F is >0.05, then H0 is accepted and Ha is rejected; 
2. If the probability F is <0.05, then H0 is rejected and Ha is accepted. 
The results of the F test can be seen in the following table: 

 
Table 3 – F-Test Results 

 

ANOVA
b 

 

Model Sum of Squares Df Mean Square F Sig. 

1 

Regression 2.605 4 .651 3.776 .030
a
 

Residual 2.242 13 .172   

Total 4.847 17    
 

a. Predictors: (Constant, Ln_ROA, Ln_EPS, Ln_IFR, Ln_ITR) 
b. Dependent Variable: Ln_SR 
Source: Processing Results from SPSS 19 Program 



RJOAS, 1(85), January 2019 

30 

Based on Table 3 the results of the F test obtained the Sig. 0.03 or <0.05, which 
means that H0 is rejected. Therefore, it is concluded that there is a significant effect between 
the variables Return on Assets (ROA) (X1), Earnings per Share (EPS) (X2), Inflation Rate 
(X3) and Interest Rate (X4) simultaneously on Stock Return. 

According to Kuncoro (2000), t-test is used to determine whether or not the 
independent variables of Return on Assets (ROA) (X1), Earnings per Share (EPS) (X2), 
Inflation Rate (X3) and Interest Rate (X4) are partially significant to the dependent variable of 
Stock Return with a significant level of 0.05 or 5%. Decision making can be conducted by 
looking at the probability values. If the probability value is smaller than 0.05, then H0 is 
rejected. On the other hand, if the probability is greater than 0.05 then H0 is accepted. 
Decision making can also be conducted by looking at the t table in the value using a 
significance value of 5% or 0.05 for the number of data n = 20 and the number of research 
variables k = 5. Meanwhile, the free degree of testing is n - k = 20 - 5 = 15 then t table value 
is 2.131. The results of the t-test are presented in the following table: 
 

Table 4 – t-Test Results 
 

Coefficients
a
 

Model 
Standardized Coefficients 

T Sig. 
Collinearity Statistics 

Beta Tolerance VIF 

1 

(Constant)  -3.184 .007   

Ln_ROA -.011 -.055 .957 .894 1.119 

Ln_EPS .448 2.076 .058 .764 1.309 

Ln_IFR .021 .083 .935 .576 1.737 

Ln_ITR .767 2.985 .011 .538 1.858 
 

Source: Processing Results from SPSS 19 Program. 

 
Return on Assets (ROA) on Stock Return. Based on the test results in Table 4, the t 

value for the Return on Assets (ROA) variable is t = -0.055 with a significance value of 0.935 
> 0.05. The significance value above 0.05 indicates that Return on Assets (ROA) does not 
have a significant effect on Stock Return. This is reinforced by the value of t calculate of -
0.055, in which the value of t calculate is between -2.131 < t calculate < +2.131. It means 
that hypothesis 1 is rejected. 

Earnings per Share (EPS) on Stock Return.Based on the test results in Table 4, the t 
value for the Earnings per Share (EPS) variable is t = 2.076 with a significance value of 
0.058 > 0.05. The significance value above 0.05 indicates that Earnings per Share (EPS) 
does not have a significant effect on Stock Return. This is reinforced by the value of t 
calculate of 2.076, in which the value of t calculate is between -2.131 < t calculate < +2.131. 
It means that hypothesis 2 is rejected. 

Inflation Rate on Stock Return. Based on the test results in Table 4, the t value for the 
Inflation Rate variable is t = 0.083 with a significance value of 0.935 > 0.05. The significance 
value above 0.05 indicates that the Inflation Rate does not have a significant effect on Stock 
Return. This is reinforced by the value of t calculate of 0.083, in which the value of t calculate 
is between -2.131 < t calculate < +2.131. It means that hypothesis 3 is rejected. 

Interest Rate on Stock Return. Based on the test results in Table 4, the t value for the 
Interest Rate variable is t = 2.985 with a significance value of 0.011 < 0.05. The significance 
value below 0.05 indicates that the Interest Rate has a significant effect on Stock Return. 
This is reinforced by the value of t calculate of 2.985, in which the value of t calculate is 
above 2.131 (2.985 > 2.131). It means that hypothesis 4 is accepted. 
 

DISCUSSION OF RESULTS 
 

Determining the Effect of Return on Assets (ROA) on Stock Return. The results of 
partial test (t-test) between the ROA variable and Stock Return variable obtain t calculate 
value of -0.055, the regression coefficient of -0.013, and the probability value of 0.957 which 



RJOAS, 1(85), January 2019 

31 

is greater than 0.05. It means that ROA does not have significant effect on SOE Banks’ 
Stock Returns. Therefore, the hypothesis stating that the ROA ratio has significant effect on 
Stock Return is rejected. 

The analysis results showed that the ROA ratio does not have significant effect on 
Stock Return. It is indicated by a probability value of 0.935 which is greater than 0.05. 
Therefore, changes in ROA do not cause significant changes in Stock Return obtained by 
investors. This research findings support Asna and Graha (2006) who found that Return on 
Assets (ROA) does not have effect on Stock Return but do not support Anisa (2015) who 
found that Return on Assets (EPS) has effect on Stock Return. 

We know that ROA is a ratio used to measure the ability of company assets to 
generate net income. The high ROA shows the high ability of the company to generate 
profits from the assets or profitability of the company. However, this research found that ROA 
does not have a significant effect on Stock Return because ROA is determined by operating 
activities carried out by the company. The variability of a company’s operating activities will 
affect the company’s operating profit because operating conditions will reflect the business 
risk faced by investors. This risk is unsystematic (a risk that investors can avoid by 
diversifying). Based on its source, risk is divided into two: internal and external sources. 
Business risk that comes from internal concerns the efficiency of the company’s operations 
under the control of the company, while business risks sourced from external or outside the 
company’s control can be caused by interest costs and increases in tax rates, political and 
economic policies in which they will affect the company’s profits. Most investors pay more 
attention to external risks in determining stock investment choices. This is what causes ROA 
not to have a significant effect on stock prices. 

Determining the Effect of Earnings per Share (EPS) on Stock Return. The results of 
partial test (t-test) between the EPS variable and Stock Return variable obtain t calculate 
value of 2.076, the regression coefficient of 0.175, and the probability value of 0.058 which is 
greater than 0.05. It means that EPS does not have significant effect on SOE Banks’ Stock 
Returns. Therefore, the hypothesis stating that the EPS ratio has significant effect on Stock 
Return is rejected. 

The analysis results showed that the EPS ratio does not have significant effect on 
Stock Return. It is indicated by a probability value of 0.058 which is greater than 0.05. 
Therefore, changes in EPS do not cause significant changes in Stock Return obtained by 
investors. This research findings support Arista and Astohar (2012) who found that Earnings 
per Share (EPS) does not have effect on Stock Return but do not support Dwiastuti and 
Nugroho (2011) who found that Earnings per Share (EPS) has effect on Stock Return. 

The research findings showed that EPS has no significant effect on Stock Return. In 
other words, even though the amount of money (rupiah) generated from each sheet of 
common stock in circulation is increasing, the stock returns that investors will receive will not 
necessarily increase. It is because there are still many other factors that affect Stock Return. 
It is common to know that Stock Return can be influenced by fundamental, market and 
macro factors. Since macro factors affect locally on an investment object, the fundamental 
and market factors need to be studied further. Fundamental factors are factors that are 
related to the issuer’s company performance, while market factors are related to the 
performance of their shares. In addition, if the company’s ability to generate profits increases, 
the stock price will increase. Increasing the company’s stock price will make Stock Return 
higher. In this case, an increase in stock prices also encourages an increase in Stock 
Returns so that it can be concluded that although Earnings per Share experience an 
increase does not mean that it will increase Stock Return. 

Determining the Effect of Inflation Rate on Stock Return. The results of partial test (t-
test) between the Inflation Rate variable and Stock Return variable obtain t calculate value of 
0.083, the regression coefficient of 0.025, and the probability value of 0.935 which is greater 
than 0.05. It means that Inflation Rate does not have significant effect on SOE Banks’ Stock 
Returns. Therefore, the hypothesis stating that the Inflation Rate ratio has significant effect 
on Stock Return is rejected. 



RJOAS, 1(85), January 2019 

32 

The analysis results showed that the Inflation ratio does not have significant effect on 
Stock Return. It is indicated by a probability value of 0.935 which is greater than 0.05. 
Therefore, changes in Inflation Rate do not cause significant changes in Stock Return 
obtained by investors. This research findings support Labibah (2016) who found that Inflation 
Rate does not have effect on Stock Return but do not support Nasir and Mirza (2013) who 
found that Inflation Rate has effect on Stock Return. 

The findings showed that the inflation rate does not have effect on stock return. 
Inflation that occurs during the research period is below the level of 10% which is classified 
as low and stable. From the investor’s point of view, the inflation rate below 10% is 
considered fair and stable and is not a determinant or explanatory factor in changes in Stock 
Return. Thus, investors pay more attention to how companies generate high profits in order 
to generate high returns for investors. Investors also believe that the company has a specific 
strategy in dealing with inflation in Indonesia. So, the inflation size does not affect the profits 
that will be obtained by the company. A specific strategy, that can be applied by the company 
so that the company’s business activities continue to run, is to reduce unnecessary 
operational and marketing costs. Therefore, although company inflation occurs every year, 
banks are still able to earn profits and investors still get a return on investment in the 
company. Based on the above reasons, in making investment decisions, investors are not 
affected by changes in inflation that occur every year as long as the inflation rate is still 
considered reasonable and stable. 

Determining the Effect of the Interest Rate on Stock Return. The results of partial test 
(t-test) between the Interest Rate variable and Stock Return variable obtain t calculate value 
of 2.985, the regression coefficient of 2.021, and the probability value of 0.011 which is 
smaller than 0.05. It means that Interest Rate has significant effect on SOE Banks’ Stock 
Returns. Therefore, the hypothesis stating that the Interest Rate ratio has significant effect on 
Stock Return is accepted. 

The analysis results showed that the Interest Rate ratio has significant effect on Stock 
Return. It is indicated by a probability value of 0.011 which is smaller than 0.05. Therefore, 
changes in Interest Rate cause significant changes in Stock Return obtained by investors. 
This research findings support Aziz (2012) who found that Earnings per Share (EPS) has 
effect on Stock Return but do not support Dwialesi and Darmayanti (2011) who found that 
Interest Rate does not have effect on Stock Return. 

The research findings indicated that changes in interest rate will affect stock prices in 
reverse; ceteris paribus. In other words, if interest rate increases, stock prices will decrease 
and vice versa (Tandelilin, 2001). This falling stock price will cause stock returns to decline. It 
is because in the face of rising interest rates, shareholders will hold their shares until the 
interest rate returns to a level that is considered normal. Conversely, if the long-term interest 
rate increases, the shareholders tend to sell their shares because the selling price is high. 
The increase in interest rates will be very influential for capital market players. Fluctuating 
interest rate movements, that tend to increase, will affect the movement of the real sector as 
reflected by the movement of stock returns. Due to the rising interest rates, capital owners 
would prefer to invest their money in the bank rather than investing in shares. 

Determining the Effect of Return on Assets (ROA), Earnings per Share (EPS), Inflation 
Rate and Interest Rate simultaneously on Stock Return. The results of simultaneous test (F 
test) between the variables of Return on Assets (ROA), Earnings per Share (EPS), Inflation 
Rate, and Interest Rate on Stock Returns simultaneously obtain the Sig. value of 0.03 or < 
0.05. It means that Return on Assets (ROA), Earnings Share (EPS), Inflation Rate and 
Interest Rate have a significant simultaneous effect on the Stock Return of SOE Banks. 
Therefore, the hypothesis stating that the ratios of Return on Assets (ROA), Earnings per 
Share (EPS), Inflation Rate and Interest Rate simultaneously have significant effect on Stock 
Return is accepted. 

The research findings show that Return on Assets (ROA), Earnings Per Share (EPS), 
Inflation Rate and Interest Rate simultaneously have a good effect on Stock Return. It is in 
accordance with the Ang’s theory (1997) which mentioned that there are two factors that 
affect the return of an investment: first, the company’s internal factors such as the quality and 
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reputation of its management, capital structure, corporate debt structure, and so forth (in this 
case, ROA and EPS); second, the external factors, for instance, the effect of monetary and 
fiscal policies, the development of the industrial sector, economic factors such as the 
occurrence of inflation, etc. which in this case, inflation rate and interest rate are used. We 
can see the number of possible factors to be an X variable in affecting Y variable, especially 
in terms of external factors of the company. In terms of external factor of the company, there 
are political factors that also affect the return of an investment. In addition, according to 
Tandelilin (2001), there are several sources of risk that can affect the size of the risk of an 
investment (stock return): interest rate risk, market risk, inflation risk, business risk, financial 
risk, liquidity risk, currency exchange risk, and country risk. 
 

CONCLUSION 
 

Based on data analysis and discussion of research results, the following conclusions 
can be drawn: 

The research findings showed that the variables of Return on Assets (ROA), Earnings 
per Share (EPS), Inflation Rate and Interest Rate simultaneously have significant effect on 
Stock Return. It means that any changes that occur to the independent variables, Return on 
Assets (ROA), Earnings per Share (EPS), Inflation Rate and Interest Rate, simultaneously or 
jointly have an effect on Stock Return in SOE Banks in Indonesia. 

Partially the variables of Return on Assets (ROA), Earnings per Share (EPS), Inflation 
Rate and Interest Rate which has an effect on Stock Return and the most dominant variable 
affecting Stock Return based on the research findings are as follows: 

 Return on Assets (ROA) Variable does not have a significant effect on Stock Return 
in SOE Banks in Indonesia; 

 Earnings per Share (EPS) Variable does not have a significant effect on Stock Return 
in SOE Banks in Indonesia; 

 Inflation Rate Variable does not have a significant effect on Stock Return in SOE 
Banks in Indonesia; 

 Interest Rate Variable has a significant effect on Stock Return in SOE Banks in 
Indonesia. 
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ABSTRACT 
Many companies invest heavily in building competitive advantage to improve their financial 
performance and corporate value. This study aims to examine and explain the effect of 
competitive advantage on financial performance and firm value of manufacturing firms in 
Indonesia. The study was conducted on 30 manufacturing firms in Indonesia by analyzing 
the data on the company's financial statements of the period from 2010 to 2016. Data were 
analyzed using Generalized Structured Component Analysis (GSCA). The results conclude 
that competitive advantage has a positive and significant effect on financial performance and 
firm value. Financial performance also shows a significant and positive effect to firm value. 
This study provides empirical evidence of the effect of competitive advantage on firm value 
which is rarely studied before. This study also strengthens the evidence of the effect of 
competitive advantage on financial performance and the effect of financial performance on 
firm value. 
 
KEY WORDS 
Competitive advantage, accounting ratios, signaling theory, generalized structured 
component analysis, firm value. 
 

The shareholders wealth maximization is the principal goal of financial managers in 
every business enterprise (Kaczmarek, 2014). To achieve these objectives, competitive 
advantage is believed to be an important factor determining financial performance (Cao, et 
al., 2014; Chahal & Bakshi, 2014; Grant, 1991; Porter, 1985) and higher corporate values 
(Connelly et al., 2011; Ghosh and Ghosh, 2008; Standfield, 2005). Although some studies 
have been carried out on competitive advantage, few studies have investigated the effect of 
competitive advantage on firm value. 

The effect of competitive advantage on financial performance is stated by Grant (1991) 
that the profitability of a company is determined by industry attractiveness and competitive 
advantage. However, Coff (1999) stated that competitive advantage does not always 
improve organizational performance but depends on how much revenue a stakeholder can 
enjoy. Newbert (2008) proves a positive and significant relationship between competitive 
advantage and organizational performance. Similar findings are also shown by the study of 
Gamero, et al. (2009); Kamukama, et al. (2011); Sungyuan & Ussahawanitchakit (2015); and 
Zhou, et al. (2009). 

The research that examines the relationship between competitive advantage and firm 
value is very rare. The research of Boasson et al. (2005) reported as one and only research 
which examines the effects of competitive advantage on firm value. However, Boasson et al. 
(2005) used geographically based sources of competitive advantage than the company's 
own competitive strength. This study contributes to filling the gap by examining the effect of 
competitive advantage based on resource-based (Barney, 1991; Wernerfelt, 1984) and non-
resource based concepts (Porter, 1980) on the firm value. 

mailto:andibilt@gmail.com
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The relationship between financial performance and firm value is explained based on 
signaling theory. A good financial performance of a company will show the current state of 
the company and future growth potential. Positive signals that can be seen from the 
profitability of the company will be able to increase the company's stock price so as to 
contribute positively to firm value. Ghosh and Ghosh (2008) stated that profitability as one of 
the indicators of financial performance becomes one of the main factors that determine firm 
value. 

The purpose of this study is to examine and explain the effect of competitive advantage 
on financial performance and firm value of manufacturing companies in Indonesia. The 
importance of the research on Indonesian manufacturing companies are: (1) the 
manufacturing sector is the driving factor of economic growth in Indonesia. By 2015, 
manufacturing industry performance reached Rp2,097.71 trillion or contributed 18.1% to 
national GDP; (2) since the implementation of Asean Economi Community, the competition 
of manufacturing industry among Asean countries has been increasing. Unfortunately, the 
competitiveness of Indonesia's manufacturing industry is quite weak. Based on the 2016 
Global Manufacturing Competitiveness Index (GMCI), Indonesian manufacturing industry 
competitiveness in the Asean region was under Singapore, Vietnam, Malaysia and Thailand 
(Deloitte and US Council on Competitiveness, 2016). It is important for manufacturing 
companies in Indonesia to increase their competitive advantage so as to improve their 
financial performance and increase the value of the company. 
 

LITERATURE REVIEW 
 

Competitive Advantage. Competitive Advantage is a positional superiority condition 
where the company has a successful strategy, and difficult to replicate. Barney (1991) 
argues that the company has the competitive advantage if it implements the strategy of value 
creation that is not implemented simultaneously by the current competitors and potential 
competitors. 

There are several theoretical conditions underlying competitive advantage, which are 
resource heterogeneity, ex post limits to competition, imperfect resource mobility, and ex 
ante limits to competition (Peteraf, 1993). The Heterogeneity Pillar shows that the underlying 
resource and capability bundle of production is inter-firm heterogeneous (Barney, 1991; 
Peteraf, 1993). Different resource acquisitions determine different levels of efficiency. The 
superior resources will enable the company to produce more economically to meet customer 
expectations. Pillar Ex Post Limits to Competition means there must be a power that can limit 
competition. This pillar can be achieved if it meets two conditions, namely imperfect 
imitability and imperfect substitutability. Ex Ante Limits to Competition means that in order to 
maintain competitive advantage, the heterogeneity of the resource must be maintained by 
keeping revenue above cost. lmperfect Mobility means that the resource can not be moved 
because it cannot be traded. This theoretical model is a resource-based model because it is 
based on organizational resources. 

Various measurement methods formulated by experts to be able to measure the level 
of a company's competitive advantage. This study uses a method by Dickinson and 
Sommers (2012) to measure competitive advantage. According to Dickinson & Sommers 
(2012), Competitive Advantage can be measured using resource-based indicators and 
market/industry-based (non-resource) indicators. Resource-based indicators are built on the 
concept of barriers to entry (Wernerfelt, 1984). It includes Economies of scale, product 
differentiation, Innovation, and Capital requirements. Non-resource indicators based on 
market/industry (Porter, 1980). It includes power over suppliers, power over customer and 
the credibility of the expected threat of Retaliation. 

Economies of scale. Economies of scale enable companies to use resource 
capabilities (technology and manufacturing quality) to deliver products efficiently. Economies 
of scale is measured by Cost of Sales (CoS) ratio, which is cost of goods sold divided by net 
sales. The larger CoS ratios mean greater costs incurred to generate net sales. Vice versa. 
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Product differentiation shows the company’s ability to establish brand identities. It 
becomes a barrier for newcomers or existing competitors. Product differentiation is measured 
by the advertising intensity ratio (AdvInt) where advertising expense divided by net sales. 

Innovation. Innovation reflects proprietary technology of the company. Companies that 
invest more in innovation (research and development as well as patents) will have higher 
future profitability if the projects implemented produce a positive net present value. 
Innovation is measured by the ratio between total research and development costs and 
patent amortization expenses divided by net sales. 

Capital requirements. Barriers to entry exist if high levels of capital are required to 
compete within an industry. Capital requirements are measured by Capital intensity (CapInt), 
defined as depreciation expense divided by net sales. Companies with higher levels of 
capital intensity will have higher returns if it effectively become barriers to entry for 
competitors. 

Power over suppliers. Companies are able to build excellence by exerting power over 
suppliers to get favorable trading conditions. Power over suppliers are measured by: (1) 
operating liability leverage (OLLev) ratio, defined as the ratio of operating liabilities divided by 
net operating assets; and (2) inventory turnover, calculated by dividing the cost of goods sold 
by inventory. 

Power over customers. The strength of the customer shows the company's competitive 
position. Companies have bargaining power over customers indicated by recurring 
transactions that indicate the limited product substitution. Power over customers are 
measured by: (1) receivables turnover, ie net sales divided by receivables; (2) Market share, 
ie sales revenue divided by industry revenues. 

The credibility of expected threat of retaliation. Companies must be able to retaliate 
against newcomers or existing competitors. To achieve this condition, the company must 
have sufficient financial flexibility to engage in retaliation. The company has the ability to 
respond to threats expressed by large loan capacity and / or fund availability. The credibility 
of expected threat of retaliation is measured by: (1) Financial leverage, defined as net 
financial obligations divided by common stockholders' equity; (2) Excess Funds (ExFunds), 
defined as net financial assets divided by net operating assets (NOA). 

Competitive advantage will encourage companies to achieve superior performance 
(Agha et al., 2011; Chahal and Bakshi, 2014; Fahy et al., 2004; Gaya et al., 2013; Li et al., 
2006). Grant (1991) stated that competitors competitive advantage determine the company's 
profitability. Rochdi, et al. (2017) suggests that an innovative company will have a 
competitive advantage that affects financial performance. Based on the Resources Based 
View (RBV), the superior performance of companies that have competitive advantage is due 
to meet the criteria of valuable, rareness, inimitable, and non-substitutability. Powell and 
Dent-micallef (1997) and Cao et al. (2014) suggested that the competitive advantage will 
improve the financial performance of the company, not vice versa. Based on this framework, 
we formulate hypothesis as follow: 

Hypothesis 1: Competitive Advantage has a significant effect on the Financial 
Performance. 

Studies about the effect of competitive advantage on firm value are rare. Standfield 
(2005) states that the competitive advantage can increase the market value, share price, 
earnings, and revenue. According to signaling theory, the company will send a positive signal 
to investors and other stakeholders in order to respond positively to higher stock prices 
(Connelly et al., 2011). Based on the theory of signaling, high enterprise competitive 
advantage will demonstrate the company's current situation and the potential for growth in 
the future. The positive signal will increase stock prices and so contribute positively on firm 
value. Based on this framework, we formulate hypothesis as follow: 

Hypothesis 2: Competitive Advantage has a significant effect on Firm Value 
Financial Performance. Performance is defined as a result of the organizational activity 

or investment over a given period of time. Neeley et al. conceptualize performance as a 
process of quantifying the efficiency and effectiveness of an action (Chahal and Bakshi, 
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2014). Financial performance refers to measures that show the achievement of financial 
goals by the company. 

Firm performance measurement can be done through two approaches, Market 
performance and or Financial performance (Vanpoucke, Vereecke, & Wetzels, 2014). Market 
performance is measured using market share and sales growth; earnings per share 
(Gherghina & Simionescu, 2015). Financial performance is measured using return on sales 
(ROS) and return on investment (ROI); return on assets (ROA) and return on equity (ROE) 
(Felício, et al., 2012; Gherghina & Simionescu, 2015); Asset turnover (Bashir, et al., 2013). 
Cabrita and Vaz (2006) and Chahal and Bakshi (2014) states that the measurement of 
financial performance can be executed both quantitatively and qualitatively. Quantitatively, 
performance measurement focuses on financial measures such as ROA, ROE, and ROI as 
well as nonfinancial aspect. Qualitatively, financial performance is measured perceptually 
against various stakeholders on various aspects. 

Based on signaling theory, the financial performance of Companies will show the 
current state of the company and the potential for growth in the future. The positive signal 
that can be seen from the profitability of the company will be able to enhance the company's 
stock price so as to contribute positively to firm value. Ghosh and Ghosh (2008) stated that 
the profitability as an indicator of financial performance becomes one of the main factors that 
determine firm value. Past research in this path shows the different findings. Significant effect 
of financial performance on firm value is shown in research of (Chen and Chen, 2011; Ghosh 
and Ghosh, 2008; Nuryaman, 2015; Sudiyatno et al., 2012; Wang, 2014). Based on this 
framework, we formulate hypothesis as follow: 

Hypothesis 3: Financial Performance has a significant effect on firm value 
Firm Value. Firm value show total market value of a business. Firm Value will be 

reflected from the stock market price. The value of the firm indicates the price that potential 
buyers are willing to pay if the company is sold. 

Firm value can be measured using several indicators. Tobin's Q ratio has been widely 
used by researchers to measure firm value. Tobin's Q ratio is ratio between the Firm's Total 
Market Value divided by Book Value of Total Assets (Chung and Pruitt, 1994). Other 
measuring tools of firm value are the Market Value of Equity (MVE) and Market to Book 
Value Ratio (MBVR) (Ghosh and Ghosh, 2008). MVE is the total of the outstanding stock 
market value. MVE is calculated by the Shares outstanding formula multiplied by Stock price 
(Ehrhardt & Brigham, 2011). MBVR is the ratio between the stock market price and the book 
value of shares. MBVR is calculated by dividing the Closing Price of The Equity by its Book 
Value of Equity (Ghosh & Ghosh, 2008). 
 

METHODS OF RESEARCH 
 

Sample and Data. The population in this study was all manufacturing companies listed 
on the Indonesia Stock Exchange (IDX) in the period 2010 to 2016. The sampling technique 
was purposive. Samples are taken based on the following criteria: (a) Manufacturing 
companies listed on the IDX and publish annual financial statements during the period 2010-
2016 respectively; (b) Disclose R & D activities in its financial statements. It is important 
because R & D activities show that the company is innovating to achieve competitive 
advantage (Dickinson and Sommers, 2012). Based on these criteria, the sample is 
determined as 30 companies. The data obtained from Indonesian Capital Market Directory 
(ICMD), the company's financial report, annual report, performance summary, and IDX Facts 
Book. 

Variables and Measurements. Variables in this study are grouped into exogenous and 
endogenous variables. The exogenous variables was Competitive Advantage (X), while the 
endogenous variables were Financial Performance (Y1) and Firm Value (Y2). 

Competitive Advantage measured using indicators formulated by Dickinson and 
Sommers (2012), include: (1) Economies of scale measured by the ratio of Cost of Sales 
(CoS), the ratio between Cost of Goods Sold divided by Net sales; (2) Innovation measured 
by The Innovation (Innov) ratio, the ratio between R&D expense plus Patent amortization 
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expense divided by Net sales; (3) Capital requirements measured by Capital intensity 
(CapInt), the ratio between depreciation expenses divided by net sales; (4) Power over 
suppliers measured by Operating Liability Leverage (OLLev), the ratio between Operating 
Liabilities divided by Net Operating Assets, and Inventory Turnover (ITO), the ratio between 
Cost Of Goods Sold divided by Inventory; (5) Power over customers measured by 
Receivables Turnover (RTO), the ratio between Net Sales divided by Receivables, Market 
share (MS), the ratio between Sales Revenue divided by Total Sales Revenues Industry; (6) 
The credibility of the expected threat of Retaliation measured by Financial leverage (FLev), 
the ratio between Net Financial Obligations divided by Common Stockholders’ Equity, and 
Excess Funds (ExF), the ratio between Net Financial Assets divided by Net Operating 
Assets. Advint ratio was not used because there is no separation between advertising costs 
and other promotional costs in the company's financial statements in Indonesia. 

Financial Performance (Y1) measured by Return on Asset (ROA), Return on Equity 
(ROE), and Asset Turnover (ATO) (Berrone, et al., 2007; Dubey & Chakrabarty, 2011). ROA 
is the ratio between net profits after taxes to total assets (Horne, 2002). ROA indicates a 
company's ability to use total assets in generating net income. ROE is the ratio between net 
earnings to stockholders equity. ROE indicates a company's ability to use equity in 
generating net income. ATO is the ratio between sales to total assets. ATO show the 
company's ability to use its total assets to generate revenue (Higgins, 2009). 

Firm Value (Y2) measured by Tobin's Q, Market Value of Equity (MVE) and market to 
book value ratio (MBVR). Ratio Tobin's Q formulated by Chung and Pruitt (1994) divides the 
Firm's Total Market Value (MVE+preferred stock+Total Debt) by Book Value of Total Assets. 
MVE is the total of the outstanding stock market value. MVE was measured using the 
formula Shares outstanding x Stock price (Ehrhardt and Brigham, 2011). MBVR is the ratio of 
closing equity prices to book value equity at the end of the financial year (Ghosh and Ghosh, 
2008). 
 

 
Figure 1 – Research Framework 

Description: CA = Competitive Advantage; CoS = Cost of Sales; Innov = Innovation ratio; CapInt = Capital intensity; OLLev = 
Operating Liability Leverage; ITO = Inventory Turnover; RTO = Receivables Turnover; MS = Market share; FL = Financial 
leverage; ExF = Excess Funds; FP = Financial Performance; ROA = Return On Asset; ROE = Return On Equity; ATO = Asset 
Turnover; FV = firm value; MVE = Market Value of Equity; MBVR = Market to Book Value Ratio 

 
Statistical Analysis. The data analysis was conducted using Generalized Structured 

Component Analysis (GSCA). GSCA is An analysis technique developed by Hwang and 
Takane (2015) with the approach of maximizing the average or number of variants for linear 
composites. The GSCA can be applied to a variety of studies because of the following 
advantages: it does not require normality assumptions, can be run with small sample 
quantities, avoids the problem of negative-value variance, yields a unique estimation useful 
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for further estimation, provides overall model fit for testing theory and model comparison, as 
well as having combined characteristics between CB-SEM and PLS-SEM (Hwang & Takane, 
2004; Latan, 2014). The research framework shown in Figure 1. 
 

RESULTS AND DISCUSSION 
 

The results of descriptive statistics analysis are shown in Table 1. The firms show good 
efficiency levels, indicated by the mean cost of sales ratio>1. Company spending on 
innovation activities is quite low with an average of 0.38%. ITO ratio is quite high, which is 
7.19 times. This shows the company has a strong position of negotiation advantage over the 
supplier. Power over customers is moderate with average RTO 10.11 times. On average the 
company has a market share of 12.84% in each industry. Indonesian manufacturing firms 
also have good capabilities for debt (Average Flev = 0.0554) and excess funds to perform 
retaliation (Average ExF = 0.3905). 

Manufacturing companies in Indonesia also show good financial performance. This is 
indicated by the average positive ROA and ROE, respectively 0.0905 and 0.1563. Average 
sales are also recorded larger than the total assets (Average ATO = 1.3662 times). 

The average value of firm value in manufacturing companies in Indonesia is high. This 
can be seen from the average value of Tobin's Q of 2.4678. The value of Tobin's Q> 1 
describes overvalued conditions in stocks, successful asset management, and high 
investment growth potential (Sudiyatno et al., 2012). In line with the Q value, the average 
MBV ratio indicates that the firm's stock market price is 3.35 times to its book value. 
 

Table 1 – Descriptive Statistics 
 

Variabel Indicator N Min Max Median Mean Standard Deviation 

Competitive Advantage 

CoS 203 0.8863 3.0995 1.3039 1.4375 0.4014 
Innov 203 0.0000 0.1037 0.0012 0.0038 0.0094 
CapInt 203 0.0008 0.1299 0.0195 0.0235 0.0169 
OLLev 203 -3.0380 5.1379 0.2142 0.3357 0.6481 

ITO 203 1.2288 92.9091 4.4671 7.1960 12.3636 
RTO 203 0.9874 82.1845 7.3746 10.1147 12.4526 
MS 203 0.0000 0.5262 0.0526 0.1284 0.1580 
Flev 203 -5.5967 5.8404 -0.0378 0.0554 1.0377 
ExF 203 -2.5938 2.9761 0.3054 0.3905 0.4847 

Financial Performance 
ROA 203 -0.2223 0.4165 0.0815 0.0905 0.0948 
ROE 203 -1.1817 1.6313 0.1458 0.1563 0.1993 
ATO 203 0.2855 8.4293 1.2238 1.3662 0.9230 

Firm Value 
MVE 203 9.2301 19.9068 1.5097 14.8175 2.4333 

Q 203 0.5332 11.6645 1.7250 2.4678 2.0521 
MBVR 203 -2.7000 25.8000 2.2900 3.3507 3.7243 

 
Furthermore, an inferential analysis was conducted to test the research hypothesis. 

The analysis was performed using GSCA (Generalized Structured Component Analysis). 
The result of data analysis using Software GeSCA is shown in Table 2. Table 2 shows that 
the FIT value is 0.373. This value indicates the total variance of the observed variables 
explained by the model is 37.3 percent. 
 

Table 2 – Goodness if Fit and Path Coefficients 
 

Model Fit R square Path Estimate 
Standard 

Errors 
Critical 
Ratio 

FIT 0.373 CA 0 CA->FP 0.651 0.043 15.06
*
 

AFIT 0.370 FP 0.423 CA->FV 0.570 0.101 5.67
*
 

NPAR 18 FV 0.697 FP->FV 0.343 0.143 2.4
*
 

 

CR* = significant at .05 level, CA: Competitive Advantage, FP: Financial Performance, FV: firm value, AFIT: 
Adjusted FIT, NPAR: Non parametric test. 

 



RJOAS, 1(85), January 2019 

41 

The bootstrapping calculation process shows that the critical ratio value of competitive 
advantage variable to financial performance is 15.06 > 1.96 (sig. level = 5%). This proves the 
significance of competitive advantage's effect on financial performance. Thus, hypothesis H1 
is accepted. Competitive Advantage positively affects the financial performance with an 
estimate value of 0.651. 

The critical ratio value of competitive advantage variable to firm value is 5.67 > 1.96. 
This proves the significance of competitive advantage effect on firm value, hypothesis H2 
accepted. Competitive Advantage positively affects the firm value with an estimate value of 
0.570. Competitive Advantage can explain the variability of financial performance of 42.3 
percent. 

The critical ratio value of the influence of the financial performance variable to firm 
value is 2.4 > 1.96. This proves the significance of the effect of financial performance on firm 
value, the hypothesis H3 accepted. Financial Performance positively affects the firm value 
with an estimate value of 0.343. Competitive Advantage and financial performance can 
explain the variability of firm value of 69.7 percent. 

The results show that the effect of competitive advantage to firm value is greater than 
the effect of financial performance on firm value. This shows a greater investor response to 
the company's competitive efforts than financial performance. The company's position in the 
competition seen as important for investors. 

The significance of competitive advantage's influence on financial performance 
confirms Grant's (1991) statement that one of the determinants of corporate profitability is 
competitive advantage. The results of this study also support the findings of Newbert (2008); 
Gamero, et al. (2009); Kamukama, et al. (2011); Sungyuan & Ussahawanitchakit (2015); and 
Zhou, et al. (2009) who proves a positive and significant relationship between competitive 
advantage and Financial Performance. 

The second conclusion of this study provides new evidence that competitive advantage 
has a significant effect on firm value. Based on signaling theory, the information contained in 
the financial statements is a signal that can affect firm value (Connelly et al., 2011). As the 
measurements used in the study, information about the company's competitive advantage 
position can be extracted from the financial statements. 

The significance of the effect of financial performance on firm value also provides 
empirical support for signaling theory. Financial performance is one of the main factors which 
determines firm value (Ghosh and Ghosh, 2008). Profitability of the company is a positive 
signal that will increase the company's stock price. 

The implication of the findings of this research is that firms must have competitive 
advantage and better financial performance to increase firm value. Competitive Advantage 
and financial performance become positive signals regarding the current condition of the 
company and its prospects in the future. Build competitive advantage not only rely on the 
advantages based on geographical factors, but based on the internal strength of the 
company itself both the resources-based and non-resources based. Companies must create 
barriers to entry through economies of scale, product differentiation, innovation and high 
capital requirements. In addition, the company must have an advantage over suppliers, 
customers, and the ability to take retaliatory action. 
 

CONCLUSION 
 

The importance of developing a competitive advantage for the company has been 
widely studied by various researchers. Having a high competitive advantage plays an 
important role for both companies to achieve financial performance (Grant, 1991) and higher 
firm value (Standfield, 2005). The aim of the present research was to examine the effect of 
competitive advantage on financial performance and firm value of manufacturing firms in 
Indonesia. For that purpose, we used panel data from 30 public manufacturing firms in 
Indonesia from 2010 to 2016. The data then analyzed using GSCA. This research proves 
that competitive advantage has a significant effect to financial performance and firm value. 
The research has also shown that financial performance has a significant effect to firm value. 
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The evidence from this study suggests that it is important for a company to have a 
competitive advantage. Competitive advantage not only positively affects financial 
performance but also higher corporate value. 

The limitation of this study is that few manufacturing firms disclose the R & D 
expenditure in their financial statements. Future research can expand the sample on 
innovative service companies. The effect of competitive advantage on firm value is rarely 
getting the previous review. Further research on the influence of competitive advantage on 
firm value needs to be done to obtain strong empirical evidence. The role of the financial 
performance as a mediator on the relationship between competitive advantage and firm 
value needs to be further proven. 
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ABSTRACT 
Bigger CAR indicates that a bank has sufficient capital to support needs and to bear risks 
including credit risk. By having large capital, a bank can channel more credit. If credit 
increases, it will automatically increase the LDR. This research is a case study at SOE 
Persero Banks in Indonesia. The data used in this research are secondary data. The 
research population is the financial statements of Persero banks which include PT Bank 
Negara Indonesia Tbk, PT Bank Rakyat Indonesia Tbk, PT Bank Mandiri Tbk, and PT Bank 
Tabungan Negara Tbk; within a research period of 5 years from 2010-2014. Research 
sampling was carried out using the purposive sampling method. The method included the 
classical assumption test, multiple linear regression analysis and hypothesis testing. The 
research findings indicated that CAR and NPL partially have significant effect on LDR. 
Moreover, NIM partially has no significant effect on LDR. Then, CAR, NPL, and NIM 
simultaneously have significant effect on LDR. 
 
KEY WORDS 
Capital adequacy ratio, non-performing loan, net interest margin, loan to deposit ratio. 
 

National development of a nation includes economic development. The economic 
development of a country is very dependent on the development and contribution of the 
banking sector because the role of financial institutions such as banking is very essential to 
finance ongoing economic development. Indonesia’s economic performance, towards the 
end of 2008, was marked by the deterioration of the global economy in the domestic 
economy (Sudiyatno & Suroso, 2010). The continued weakening of the global economy and 
the decline in commodity prices have an effect on Indonesia’s exports which in turn has an 
impact on the declining balance of payments and exchange rates on the financial markets. 
The global financial crisis has caused turmoil in the money market, foreign exchange market 
and bond market. 

However, in such conditions, Indonesia is not in the worst condition compared to other 
countries. Generally, on Indonesia’s macroeconomic performance, the level of economic 
growth can be considered to be quite good. The resilience of the domestic financial system, 
particularly the banking industry, is also quite strong as a result of efforts to strengthen the 
banking system carried out since the crisis in 1998. In addition, the banking sector has also 
improved itself by increasing discipline and promoting the principle of prudence. 

Banks, as trust institutions/ community intermediary institutions and part of the 
monetary system, have a strategic position to support economic development. Bank 
management is required to always maintain a balance between maintaining adequate levels 
of liquidity and high bank profitability and meeting capital requirements. The bank’s health 
maintenance is carried out by maintaining its liquidity so that the bank can fulfill its 
obligations to all parties who withdraw their deposits at any time. 

In carrying out its operations, bank certainly involve in a variety of risks. The bank’s 
business risk is a level of uncertainty regarding an expected outcome (Permono, 2000). Non-
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Performing Loans (NPL) are financial ratios related to credit risk. According to Ali (2006), 
credit risk is the risk of possible bank losses as a result of non-repayment of loans given by 
banks to debtors. Non-Performing Loans are a comparison between the total non-performing 
loans and total loans given to debtors. Banks have a high NPL if they have problem loans 
greater than the amount of credit given to debtors. Every service offered by the bank is 
unique. One of the main concerns of the bank is the level of risk the product has. Moreover, 
regarding to the credit channeled by the bank, it is possible that there is a risk of default or 
what we usually call by NPL (Non-Performing Loan) (Firmansyah, 2014). 

LDR can be a leading indicator in assessing banking intermediation functions. The 
higher the distribution of TPF loans, the function of banking intermediation will run very well. 
On the contrary, the low credit distribution using TPF shows that the intermediation function 
did not run smoothly because deposits were not channeled back to the community. Rather, it 
is used for other purposes; for example, to buy Bank Indonesia Certificates, inventory, and 
so on. LDR is also one indicator in assessing the soundness of banks. Bank Indonesia 
provides a health assessment of banks in Indonesia based on several aspects of liquidity in 
which the LDR is one indicator. 

On the one hand, the higher LDR of banks will provide greater risk for the failure of 
loans that have been channeled to the public in the future. However, on the other hand, it 
can increase the bank’s income because each loan will provide income in the form of 
interest. The difference between interest income and bank interest expense is reflected in the 
Net Interest Margin ratio (Nguyen, 2012). NIM is used to measure the ability of bank 
management to manage their productive assets in generating net interest income. This ratio 
shows the ability of banks to obtain operating income from funds placed in the form of loans 
(credit). A high NIM indicates that banks are increasingly effective in placing earning assets 
in the form of loans. The standard, that is set by Bank Indonesia for the NIM ratio is 6% and 
above; the greater the ratio, the higher interest income on productive assets managed by the 
bank. Thus, the possibility for a bank to be in a problematic condition is getting smaller. 

The reason for choosing the Loan to Deposit Ratio (LDR) as the dependent variable is 
that it is in accordance with Bank Indonesia Circular Letter No.6/23/DPNP May 31, 2004. It 
states that the LDR ratio is calculated from the distribution of loans to third parties (not 
including bank) with deposits including deposits, savings and time deposits (not including 
interbank). The LDR value of each Persero1 bank from 2010-2014 underwent a change in 
each period. It is due to the instability of the bank’s growth rate in the long run so that 
predictions are needed on the factors affecting the Loan to Deposit Ratio (LDR). 

If the Capital Adequacy Ratio (CAR) is good, the community will be interested in taking 
credit and the bank has a reserve fund it faces a problem with bad credit. Non-Performing 
Loan (NPL) reflects the ability of banks to manage credit risk arising from various incoming 
loans classified as problem loans (Bin, 2005). The greater the problem loans, the smaller the 
credit that is channeled by banks to the community. Good or poor bank intermediation will 
have an impact on interest income that will be experienced by the bank. The better the bank 
intermediation, the better the Net Interest Margin (NIM) of the bank concerned. Do Capital 
Adequacy Ratio (CAR), Non-Performing Loan (NPL), and Net Interest Margin (NIM) have 
effect on the Loan to Deposit Ratio (LDR)? 
 

METHODS OF RESEARCH 
 

This research applies quantitative method by using a combination of cross section data 
and time series (Amihud, 2002). The data were obtained from Bank Indonesia and other 
sources that support the fulfillment of data. The data processing applied several methods 
including hypothesis testing, multiple regression coefficient analysis both simultaneously (F 
test) and partially (t test), and the results of multiple regression both overall and partial. To 
support these findings, the classical assumption test was conducted to see whether the 

                                            
1
 Persero is one of the Business Entities managed by the State or Region. 
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independent variables have met the requirement so that the results of the hypothesis testing 
are not biased. 

The research population is the financial statements of 4 Persero banks consisting of PT 
Bank Negara Indonesia Tbk, PT Bank Rakyat Indonesia Tbk, PT Bank Mandiri Tbk, and PT 
Bank Tabungan Negara Tbk with a 5-year research period from 2010-2014. Research 
sampling was carried out by using a purposive sampling method because the samples must 
have criteria: they are go-public Persero Banks listed on the Indonesia Stock Exchange and 
have complete financial reports for the period 2010-2014. Thus, the number of observations 
is 80 which are obtained from 4 x 20 (the multiplication between the number of banks and the 
period of observation) (Tongco, 2007). 

To determine the effects of CAR, NPL, and NIM on the LDR, multiple regression 
analysis was applied. The use of multiple regression analysis aims to make a mathematical 
model of the effects of CAR, NPL, and NIM on the LDR. Based on the model, we can 
determine the effect of CAR, NPL, and NIM on the LDR. The general form of multiple linear 
regression equations is as follows: 
 

Y = α + b1x1 + b2x2 + b3x3 + ε 

 
Where: α = Constant Regression Equations; x1 = Capital Adequacy Ratio (CAR); x2 = Non-
Performing Loan (NPL); x3 = Net Interest Margin (NIM); Y = Loan to Deposit Ratio (LDR); 
b1-b3 = Regression Coefficient; ε = Random Error. 

In the Multiple Regression Test, the Determination Coefficient is used to determine the 
percentage of contributions to the simultaneous effect of independent variables on the rise or 
fall of the dependent variable. For this reason, the numbers in the Model Summary Table R2 
are the comparisons between the Y variations explained by X1 and X2 simultaneously 
compared to the total variation Y. In addition to X1 and X2, all variables outside the model 
contained in Y are entered into in the model. Then, the value R2 is 1. It means that all Y 
variations can be explained by the explanatory variables entered in the model. 

There is no exact measure of how large R2 is to determine that a variable choice is 
correct. If R2 gets bigger or closer to 1, the model is more precise. For cross-section survey 
data which is obtained from many respondents at the same time, the value of R2 = 0.2 or 0.3 
is good enough. The greater the n (sample size), the R2 value tends to be smaller. On the 
other hand, if n gets smaller then R2 will tend to be greater. This is due to the relatively small 
variation of data in the time series data which consists of only one unit of analysis. 

The F test is carried out to find out whether or not the independent variables (X1, X2, 
...., Xn) in the regression model have a significant effect on the dependent variable (Y). The 
significance of the ANOVA table shows the magnitude of the probability number or 
significance in the ANOVA calculation. The values are used for the service analysis model in 
which a number of variables X affects the Y variable. A good probability value to be used as 
a regression model must be <0.05. This value can be seen in the Sig column. If Sig. <0.05, 
the analysis model is considered feasible. If Sig. >0.05, the analysis model is considered not 
feasible. 

The hypothesis for this ANOVA test includes: 
 If the Sig. value is <0.05 H0 is rejected; 
 If the Sig. value is > 0.05 Ha is accepted. 

The t test is conducted to determine whether or not the independent variables (X1, X2, 
...., Xn) in the regression model partially have significant effect on the dependent variable (Y). 
The independent variables can explain the dependent variable which can be seen from each 
of the independent variables. If the significance value is 0.000 then it is very significant. The 
following criteria are used in SPSS testing: 

 If significant value of research findings is <0.05; the correlation between variables is 
significant; 

 If significant value of research findings is >0.05; the correlation between variables is 
not significant. 
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RESULTS OF STUDY 
 

Regression analysis is used to analyze the effect of independent variables on the 
dependent variable. In this research, multiple regression analysis was used to analyze the 
effects of the Capital Adequacy Ratio (CAR), Non-Performing Loans (NPL), and Net Interest 
Margin (NIM) on the Loan to Deposit Ratio (LDR). The coefficient of the independent variable 
in the multiple regression equation will be interpreted using Standardized Beta Coefficients. 
Statistical calculations in multiple linear regression analysis of this research was carried out 
with the help of computer program SPSS for Windows version 19. The results of data 
processing using the SPSS program are then explained in Table 2 below. 
 

Table 1 – Results of Linear Regression Test 
 

Coefficients
a 

 

Model 
Unstandardized Coefficients Standardized Coefficients 

t Sig. 
Collinearity Statistics 

B Std. Error Beta Tolerance VIF 

1 

(Constant) 41.552 17.447  2.382 .020   

X1 2.000 .955 .217 2.093 .040 .971 1.030 

X2 5.138 1.238 .442 4.150 .000 .915 1.093 

X3 .127 .921 .015 .138 .890 .934 1.071 
 

a. Dependent Variable: Y 
 

Source: Processing results from SPSS 19. 

 
Based on the table above, the regression equation is: 

 
Y = 41.552 + 2.00X1 + 5.138X2 + 0.127X3 

 
Where: Y = Loan to Deposit Ratio (LDR); X1 = Capital Adequacy Ratio (CAR); X2 = Non-
Performing Loan (NPL); X3 = Net Interest Margin (NIM). 

The results of the analysis are interpreted as follows: 
 The constant of 41.552 shows that if the Capital Adequacy Ratio (CAR), Non-

Performing Loan (NPL), and Net Interest Margin (NIM) are zero, the Loan to Deposit 
Ratio (LDR) is 41.552; 

 Capital Adequacy Ratio (CAR) (X1) of 2.00 means that if the CAR variable increases 
by one unit then the Loan to Deposit Ratio (LDR) variable will increase by 2.00 
assuming that the other independent variables from the regression model are fixed; 

 Non-Performing Loans (NPL) (X2) of 5.138 means that if the NPL variable increases 
by one unit then the Loan to Deposit Ratio (LDR) variable will increase by 5.138 
assuming that the other independent variables from the regression model are fixed; 

 Net Interest Margin (NIM) (X3) of 0.127 means that if the NIM variable increases by 
one unit of then the Loan to Deposit Ratio (LDR) (Y) variable will increase by 0.127 
assuming that the other independent variables from the regression model are fixed. 

The determination coefficient is used to determine how much the correlation of several 
variables in a clearer sense. The determination coefficient will explain how much change or 
variation in a variable can be explained by changes or variations on other variables. This 
coefficient value is between 0 and 1. If the results are closer to the number 0, the ability of 
the independent variables to explain variable variations is very limited. On the other hand, if 
the results are closer to 1, it means that the independent variables provide almost all the 
information needed to predict variations of the dependent variable. 

Based on Table 2, the Adjusted R Square value is 0.179. Adjusted R Square is also 
known as the determination coefficient so that 17.9% shows that the percentage contribution 
of the independent variables Capital Adequacy Ratio (CAR), Non-Performing Loans (NPL), 
and Net Interest Margin (NIM)) to the dependent variable Loan to Deposit Ratio (LDR) is 
17.9%, while the remaining 82.1% is affected or explained by other variables not included in 
this research. 
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The Standard Error of the Estimate is a measure of the number of errors in the 
regression model in predicting the value of Y. The regression results obtain a value of 
12.641, which means that the prediction of the Loan to Deposit Ratio (LDR) is 12.641 units. 
 

Table 2 – Test Results of Determination Coefficient (R
2
) 

 

Model Summary
b
 

 

Model R R Square Adjusted R Square Std. Error of the Estimate Durbin-Watson 

1 .459
a
 .211 .179 12.641 2.544 

 

a. Predictors: (Constant), X3, X1, X2 
b. Dependent Variable: Y 
Source: Processing results from SPSS 19 

 
According to Sugiyono (2007), the F test is a test tool that aims to find out whether 

there is a simultaneous and significant effect between the independent variables consisting 
of the Capital Adequacy Ratio (CAR) (X1), Non-Performing Loans (NPL) (X2) and Net Interest 
Margin (NIM) (X3) and the dependent variable Loan to Deposit Ratio (LDR) (Y). In addition, 
this model aims to determine whether the independent variables (X1, X2 .... Xn) 
simultaneously have significant effects on the dependent variable (Y). The basis of the 
criteria for decision making is carried out through significant probability values as follows: 

 If the probability value is f >0.05 then H0 is accepted and Ha is rejected; 
 If the probability value is f <0.05, then H0 is rejected and Ha is accepted. 

The results of the F test can be seen in the following table: 
 

Table 3 – F Test Results 
 

ANOVA
b 

 

Model Sum of Squares df Mean Square F Sig. 

1 

Regression 3239.490 3 1079.830 6.758 .000
a
 

Residual 12144.060 76 159.790   

Total 15383.550 79    
 

a. Predictors: (Constant), X3, X1, X2; b. Dependent Variable: Y. 
Source: Processing results from SPSS 19 

 
Based on table 3, the F test produces the Sig. 0.000 or <0.05 which means that H0 is 

rejected. Therefore, it is concluded that simultaneously there are significant effects between 
the variables of Capital Adequacy Ratio (CAR), Non-Performing Loans (NPL), and Net 
Interest Margin (NIM) on the Loan to Deposit Ratio (LDR). According to Kuncoro (2000), t-
test is used to determine whether the independent variables Capital Adequacy Ratio (CAR), 
Non-Performing Loans (NPL), and Net Interest Margin (NIM) partially have significant effect 
on the dependent variable Loan to Deposit Ratio (LDR) with a significant level of 0.05 or 5%. 
Decision making can also be carried out by looking at the probability values. If the probability 
value is smaller than 0.05 then H0 is rejected while if the probability is greater than 0.05 then 
H0 is accepted. The t-test results can be seen in the following table: 
 

Table 4 – t-Test Results 
 

Coefficients
a
 

 

Model 
Unstandardized Coefficients Standardized Coefficients 

t Sig. 
Collinearity Statistics 

B Std. Error Beta Tolerance VIF 

1 

(Constant) 41,552 17,447  2,382 ,020   

X1 2,000 ,955 ,217 2,093 ,040 ,971 1,030 

X2 5,138 1,238 ,442 4,150 ,000 ,915 1,093 

X3 ,127 ,921 ,015 ,138 ,890 ,934 1,071 
 

a. Dependent Variable: Y. 
Source: Processing results from SPSS 19. 
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Capital Adequacy Ratio (CAR) toward Loan to Deposit Ratio (LDR). Based on table 4, 
the test results obtained t = 2.093 for the Capital Adequacy Ratio (CAR) variable with a 
significance value of 0.040 < 0.05. The significance value is below 0.05 which means that 
Capital Adequacy Ratio (CAR) has a significant effect on the Loan to Deposit Ratio (LDR). It 
means that hypothesis 1 is accepted. 

Non-Performing Loans (NPL) toward Loan to Deposit Ratio (LDR). Based on table 4, 
the test results obtained t = 4.150 for the Non-Performing Loan (NPL) variable with a 
significance value of 0.000 < 0.05. The significance value is below 0.05 which means that 
Non-Performing Loan (NPL) has a significant effect on the Loan to Deposit Ratio (LDR). It 
means that hypothesis 2 is accepted. 

Net Interest Margin (NIM) toward Loan to Deposit Ratio (LDR). Based on table 4, the 
test results obtained t = 0.138 for the Net Interest Margin (NIM) variable with a significance 
value of 0.000 < 0.05. The significance value is above 0.05 which means that it indicates that 
Net Interest Margin (NIM) does not have a significant effect on the Loan to Deposit Ratio 
(LDR). It means that hypothesis 3 is not accepted. 
 

DISCUSSION OF RESULTS 
 

Determining the Effect of Capital Adequacy Ratio (CAR) on the Loan to Deposit Ratio 
(LDR). The results of partial test (t-test) between CAR and LDR variables show the t 
calculate value of 2.093, the regression coefficient of 2.000, and the probability value of 
0.040 which is smaller than 0.05. It means that CAR has a significant effect on the LDR of 
SOE Persero Banks. Thus, the hypothesis stating that CAR ratio has a significant effect on 
the LDR is accepted. 

The research findings showed that a large CAR indicates that the bank has sufficient 
capital to support its needs and bears the risks including credit risk. By having large capital, 
banks can channel more credit. In line with the increased credit, it will increase the LDR. The 
main function of bank capital is to meet minimum needs and support assets that contain or 
produce risks; for instance, credit. In other words, Capital Adequacy Ratio (CAR) is the level 
of capital adequacy of the bank in providing funds and business development needs and 
accommodating the risk of fund loss caused by bank operations. The level of capital 
adequacy of a bank is very important in channeling credit to the community. Reviewing the 
condition of the CAR at each SOE Persero Bank from 2010 to 2014, each bank has provided 
a minimum capital of more than 8%. This allows banks to offer more credit. This research is 
supported by the findings of previous research conducted by Nandadipa (2010) and Granita 
(2011) which showed that CAR has a significant effect on LDR. 

Determining the Effect of Non-Performing Loan (NPL) on the Loan to Deposit Ratio 
(LDR). The results of partial test (t-test) between NPL and LDR variables show the t calculate 
value of 4.150, the regression coefficient of 5.138, and the probability value of 0.000 which is 
smaller than 0.05. It means that NPL has a significant effect on the LDR of SOE Persero 
Banks. Thus, the hypothesis stating that NPL ratio has a significant effect on the LDR is 
accepted. 

The research findings showed that fewer Non-Performing Loans make banks more 
willing to increase their credit distribution. Moreover, if third party funds can be achieved 
optimally, the liquidity of a bank will not be disrupted. Therefore, Non-Performing Loans that 
are getting smaller are reflected in the NPL value. The credit that banks can channel to the 
community is getting bigger while keeping in mind that credit risk can arise. NPL is an 
opportunity to obtain income from credit. Therefore, it can increase profits and the ability to 
provide credit. Reviewing the condition of the average NPL at SOE Persero Banks in 2010-
2014 which is always below the 5%, it is in accordance with Bank Indonesia regulations 
which require banks to maintain the NPL level below 5%. From 2010 to 2013, the NPL 
declined and the value was stable in 2014. It shows that credit risk has decreased well every 
year. These research findings are also supported by the findings of research conducted by 
Nugraha (2015), Granita (2011), Utari and Haryanto (2011), and Nandadipa and Prasetiono 
(2010) which showed that NPL has a significant effect on LDR. 
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Determining the Effect of Net Interest Margin (NIM) on the Loan to Deposit Ratio 
(LDR). The results of partial test (t-test) between NIM and LDR variables show the t calculate 
value of 0.138, the regression coefficient of 0.127, and the probability value of 0.890 which is 
greater than 0.05. It means that NIM does not have significant effect on the LDR of SOE 
Persero Banks. Thus, the hypothesis stating that NIM ratio has a significant effect on the 
LDR is rejected. 

The research findings showed that the declining NIM reflects the ineffectiveness of 
banks in placing earning assets in the form of loans. NIM is a comparison between net 
interest income (interest income and interest expense) and average earning assets. The NIM 
has an effect on bank intermediation because the bank’s good intermediation will have an 
impact on the interest income that will be obtained by the bank. This makes the SOE Persero 
Banks pay more attention to measuring the ability of bank management in managing their 
productive assets in order to generate net interest income. To make net interest in 
accordance with the target, namely to provide an increase in the acquisition of net income, it 
needs to be considered to utilize its productive assets appropriately. The average condition 
of NIM at SOE Persero Banks in 2010-2011 is quite good, because it has a value above 6%; 
the value set by Bank Indonesia. However, in 2012 it decreased which made the value of 
NIM below the 6% value. Yet, in the following year the year 2013 it experienced an increase 
of more than 6%, before finally in 2014 the net interest value had decreased again below 6%. 
It makes SOE Persero Banks improving the ability of bank management to manage 
productive activities in order to achieve net interest that is in accordance with the target. 
These research findings are supported by the findings of the research conducted by 
Ramadhoni Eka Nugraha (2014) who found that NIM has no significant effect on LDR. 

Determining the Effect of Capital Adequacy Ratio (CAR), Non-Performing Loan (NPL), 
and Net Interest Margin (NIM) on the Loan to Deposit Ratio (LDR). The simultaneous test 
results (F test) between the CAR, NIM, and NPL variables with the LDR variable indicate the 
sig. value of 0,000 or < 0.05. It means that simultaneously CAR, NIM, and NPL have a 
significant effect on LDR of SOE Persero banks. Thus, the hypothesis stating that CAR, NIM, 
and NPL ratios have significant effect on LDR can be accepted. 

The findings showed that simultaneously CAR, NPL, NIM have a good effect on the 
LDR. It means that the amount of capital is good enough to support their needs and to bear 
the risks including credit risk. By having large capital, a bank can channel more credit. 
Increased credit will increase the LDR. Supported by NPLs, the lack of non-performing loans 
made banks more willing to increase their credit distribution. In addition, if third party funds 
can be achieved optimally, the liquidity of a bank will not be disturbed. Therefore, the bank 
gets the opportunity from the credit it provides. Although the NIM has decreased, it shows 
that banks are less effective in placing earning assets in the form of credit, but this can be 
covered by good capital adequacy and lack of problem loans. It makes the bank able to 
increase its credit distribution which eventually could increase the LDR. However, the 
measurement of bank management in managing earning assets in order to generate net 
interest income is still carried out, so that the net interest is in accordance with the target; 
that is giving an increase in the acquisition of net income. It needs to be considered to make 
banks able to utilize their productive assets well. These research findings are supported by 
the findings of research conducted by Nugraha (2014), which found that CAR, NPL, and NIM 
simultaneously have a significant effect on LDR. 
 

CONCLUSION 
 

Based on data analysis and discussion of the research findings, the following 
conclusions can be drawn: 

Based on the research findings, the Capital Adequacy Ratio (CAR), Non-Performing 
Loans (NPL), and Net Interest Margin (NIM) variables simultaneously have a significant 
effect on the Loan to Deposit Ratio (LDR). It means that any changes that occur in the 
independent variables CAR, NPL, and NIM simultaneously or jointly will affect the LDR at 
SOE Persero banks in Indonesia. 
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Partially, the Capital Adequacy Ratio (CAR), Non-Performing Loans (NPL), and Net 
Interest Margin (NIM) variables have an effect on the Loan to Deposit Ratio (LDR) and the 
most dominant variables affecting the LDR based on the research findings are as follows: 

 CAR variable has a significant effect on the LDR at SOE Persero banks in Indonesia; 
 NPL variable has a significant effect on the LDR at SOE Persero banks in Indonesia; 
 NIM variable does not have significant effect on the LDR at SOE Persero banks in 

Indonesia. 
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ABSTRACT 
SWOT analysis is a technique used to analyze the strengths, weaknesses, opportunities and 
threats of the institution, not only in business management area, but also in education field, 
especially in order to respond the fourth industrial revolution era. The research area was 
located in one of the study program of private university at Jakarta and SWOT analysis tool 
was used to evaluate the internal and external environment. Based on the findings, with 
matrix score of EFE is 2.51 and IFE 2.34, the positioning of study program is in a favorable 
situation with coordinate (0,37;0,435) in quadran 1, SO strategy is strongly recommended to 
captured a potential opportunities and maximizing the internal strength to become a driving 
force of an aggressive growth. The recommended strategy contained in a form of 
collaboration with external parties (industries & experts) in terms of producing a curriculum 
that relevant with the latest issue and helping the industry to create an innovation needed. 
 
KEY WORDS 
SWOT analysis, strategy, education, innovation, fourth industrial revolution. 
 

The development of science and technology has changed the world, so that the 
phenomenon that occurs is no longer a big prey on the small but more to the fast can prey on 
the slow. The industrial world has undergone a change in response to changes in the global 
world, as when the first generation revolution carved history when human and animal power 
was replaced by the emergence of machines, as happened in the 18th century as the 
emergence of a steam engine, this caused an increase in the economy which has resulted in 
a six-fold increase in the average per capita income of countries in the world. After the steam 
engine, the presence of a power plant and combustion chamber emerged, which was the 
hallmark of the second generation revolution, so that at that time telephones, cars, airplanes 
began to appear. The third generation revolution began to be marked by the emergence of 
digital technology and the Internet, thus enabling the automation process. During this time, 
the world began to enter the gates of the fourth generation industrial revolution when 
digitalization emerged and formed a new pattern of disruptive technology that was so fast 
that many victims were killed by giant corporations, and technological change had eliminated 
jobs much faster than creating jobs (Brynjolfsson & McAfee, 2014). 

According to the Industry 4.0 concept, the Fourth Industrial Revolution dawned through 
the use of cyber-physical systems (CPSs), the Internet of Things (IOT), and services (Klaus, 
2015). It also includes smart factories, cyber-physical systems, self organization, new 
systems in distribution and procurement, new systems in the development of products and 
services, adaptation to human needs and corporate social responsibility. Therefore, the 
Fourth Industrial Revolution features the creative connection between technology and the 
market in all industries based on IT, so the characteristics can be defined only when 
technical innovation is combined with institutional innovation as in the Second Industrial 
Revolution. 

Entering the industry revolution 4.0 with the rapid growth and development of science, 
not only large companies must be sensitive and introspect in order to be able to quickly 
adjust the changes that occur and detect their position amid market competition. This also 
has to be done by universities. Improving the quality, quantity and distribution of human 
resources is an investment that must be fulfilled by all institutions involved in the field of 
education and training in facing this era. Universities that are formal institutions in the 
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required to produce competent workers who are 
because the readiness of human resources is one

Higher education also has a big impact on people's
students, where in the future they will determine
growth through their decision-making processes

 

Figure 1 – Maslow’s Hierarchy 
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a company and decision makers achieve their goals, and anticipate or minimize the 
challenges ahead in achieving expected goal (Singh, 2010). 
 

Table 1 – SWOT analysis matrix (Whalley, 2010) 
 

 
 

SWOT analysis aims to evaluate the internal strengths and weaknesses of a system, in 
the other hand, it also asses the environmental opportunities and threats. The SWOT model 
gives a systematic analysis for the recognition of each factor and also for the choice of a 
strategy that establish the best symmetry among them. Shariatmadari et al. (2013) stated 
that there are 4 strategies resulting from SWOT analysis. S-O strategies pursue opportunities 
that are a good fit to the company’s strengths. W-O strategies overcome weaknesses to 
pursue opportunities. S-T strategies identify ways that the firm can use its strengths to 
reduce its vulnerability to external threats. W-T strategies establish a defensive plan to 
prevent the firm’s weaknesses from making it highly susceptible to external threats. 

Ifediora et al (2014) describe brief explanation about four factors which are given 
below: 

Strengths are the qualities that enable managers to accomplish the institution’s 
mission, which consider to be a characteristics within the organization that are important to 
the execution and ultimate success of the institution. 

Weaknesses, have to do with the internal factors that could prevent the achievement of 
a successful result to the institution, it also influence the organizational success and growth. 
Weaknesses are controllable; it must be minimized and eliminated. In an institutions, it might 
appear as an insufficient facilities, lack of skilled staffs, lack of teacher/lecturer skills, etc. 

Opportunities have to do with external elements that will prove helpful in achieving the 
goals set for the institute. These will arise when an institute can take benefit or conditions in 
its environment to plan and execute strategies that enable it to become more profitable. 
Opportunities can come in the form of the best prospects, competitive advantage and good 
match with what we have to offer. 

Threats, it’s uncontrollable and arise when conditions in eternal environment jeopardize 
the reliability and profitability of the institution. Among the possible threats that will be critical 
to any analysis is a negative public image, ever changing technology, competitive behavior, 
etc. 
 

 
 

Figure 2 – The process of SWOT (Riston, 2008) 
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Although the SWOT analysis originally intended for use in business applications, but 
the idea of using this tool in educational settings is not altogether new. Thomas et al (2014) 
suggested that this approach to increase minority enrolment in community and other regional 
colleges. The management tools also, can frequently be tailored for application in education. 
SWOT analysis can be used as a high-level and critical thinking exercise for students (Orr, 
2013). There’s also a relationship in student’s opinion between a study program and their 
chances on the labor market (Fischer and Lipovska, 2014). 

Hinton (2012) stated that SWOT analysis, which is consider as a preliminary decision-
making technique, is one of the devices of strategic planning that helps institutions managers 
to evaluate the strengths, weaknesses, opportunities and threats involved in any business 
enterprise. Khamova (2013) also conducted a study to identify the weaknesses in the 
process of English language teaching in Moskow and apply new methods to transform them 
into strengths. Razmjoo and Nouhi (2014) also used SWOT analysis to evaluate junior high 
school English program in Iran and concluded that the program more suffers from 
weaknesses and is threatened by several threats than it enjoys the strength or takes 
advantage of the opportunities. 
 

METHODS OF RESEARCH 
 

This research is a quantitative and descriptive-survey in terms of research type, as in a 
descriptive study, the data is based on primary and original data for example a questionnaire 
(Brown, 1995). The researcher collected and analyzed data quantitavely. The location of the 
study was done in one of the study programs at private universities in Jakarta, namely 
Universitas Krisnadwipayana, this university was chosen because within a period of 3 years 
the number of students had grown quite well. 

The participants of this study both were students in a 5th semester and above at 
management study program and 25 lecturers, aged between 27 and 55, that represent of the 
accessible population since they had enough experience. In this research, the following 
phases of analysis were used are: 

 Designing external and internal factors matrix; 
 Analyzing TOWS matrix and SWOT diagram. 

This analysis is basically an interaction from the result of internal factor evaluation 
analysis (EFI) and external factor evaluation (EFE), when it applied accurately, these simple 
assumptions have a huge impact on the design of a successful strategy (Soesilo, 2000). 
 

RESULTS OF STUDY 
 

Designing external and internal factors matrix. A list of external factors were gathered 
and divided into two groups, which are opportunities and threats. Weight is assigned to each 
factor and the value of each is between 0 and 1. Zero (0) means the factor is not important, 
while one (1) means the factor is the most influential and critical. However, the total value of 
all weights put together should equal 1. Rating is assigned to each factor, it indicates how 
effective the institutions current strategies respond to the factor, it scale between 1 and 4. 
Rating captured whether the factor represented a major threat (rating = 1), a minor threat 
(rating = 2), a minor opportunity (rating = 3), or a major opportunity (rating = 4). If rating scale 
1 to 4 was used, then opportunities must receive a 4 or 3 rating and threat must receive a 1 
or 2 rating. The table 2 showed that: a large number of government and private sector 
scholarship, the increasing growth of productive age, the emerge of big data and analytical 
analysis for business management decision making, the industry revolution 4.0 and 
government work program to improve competitiveness through human resource quality, each 
by the score are 0,04;0,07;0,06;0,05; and 0,06, shared the first place (rating = 4) of the 
opportunities table. While among the threats, the emerge of many new private universities 
that have excellent management study programs, increasing number of excellent 
international undergraduate program in management and a virtual learning environment in 
educational technology, each by the score of 0,15;0,08; and 0,06, were in the first place 



RJOAS, 1(85), January 2019 

57 

(rating = 2) respectively. Based on the result of the EFE matrix result, the external factor for 
management study program has a value of 2,51. 
 

Table 2 – External factors evaluation (EFE) matrix 
 

n/n External Factors Weight Rating 
Weighted 

Score 

Opportunities 

High industry demand for skilled, creative, innovative and 
cognitive flexibility labor requirements 

0,05 3 0,15 

Increasing number of high school graduate in Bekasi area 0,06 3 0,18 
Increasing demand of company requirement for undergraduate 
staff in Bekasi area 

0,08 3 0,24 

Large number of government and private sector scholarship 0,04 4 0,16 
The increasing growth of productive age 0,07 4 0,28 
The emerge of big data and analytical analysis for business 
management decision making 

0,06 4 0,24 

Industry revolution 4.0 0,05 4 0,2 
Government work program to improve competitiveness through 
human resource quality 

0,06 4 0,24 

Total 0,47  1,69 

Threats 

The emerge of many new private universities that have 
excellent management study programs 

0,15 2 0,3 

The rise of promotional activities from competing universities 
that emphasize, not only general but, specific matters regarding 
academic excellence 

0,24 1 0,24 

Increasing number of excellent international undergraduate 
program in management 

0,08 2 0,16 

A virtual learning environment in educational technology 0,06 2 0,12 
Total 0,53  0,82 

Total Weighted Score 1,00  2,51 

 
Table 3 – Internal factors evaluation (IFE) matrix 

 

n/n Internal Factors Weight Rating 
Weighted 

Score 

Strengths 

Accessible location 0,06 3 0,18 
Sister school relationship program for collaboration 0,05 4 0,2 
Having sufficient and component lecturers in their fields 0,05 4 0,2 
Strong support from alumni role 0,04 3 0,12 
Has adequate facilities& infrastructure such as computer 
library, investment gallery, language library, WIFI network, 
library with the latest books for supporting students 
competencies 

0,05 4 0,2 

Latest academic system and new blended learning method 0,04 4 0,16 
Conducted the international undergraduate program 0,05 4 0,2 
Installment tuition fees 0,07 4 0,28 

Total 0,41 
 

1,54 

Weaknesses 

General promotion content such as facilities, location, 
alumni support, etc. 

0,18 1 0,18 

Current budget implementation for operational activities 
and infrastructure development 

0,09 2 0,18 

Apprenticeship collaboration program still in middle stage 0,12 2 0,24 
Students participation in both national and international still 
in a field of non academic 

0,20 1 0,2 

Total 0,59 
 

0,8 
Total Weighted Score 1,00 

 
2,34 

 
IFE matrix weight ranged from 0 to 1 for each factor, zero means not important, while 

one indicates very important. The experts then rated of each item with a scale from 1 to 4, 
that is, a major weakness (rating = 1), a minor weakness (rating = 2), a minor strength (rating 
= 3), or major strength (rating = 4). In order to calculate its weighted score, each importance 
factor was multiplied by its rating. In table 3, among strength, accessible location and strong 
support from alumni role, (each by the score are 0,06 and 0,04) shared the first place (rating 
= 3). While among the weaknesses, general promotion content (facilities, location, alumni 
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support, etc) and students participation in both national & international still in a field of non 
academic (each by the score are 0,18 and 0,20) are shared the first place (rating = 1). The 
total value of internal factor evaluation (IFE) matrix is 2,34. 

Analyzing TOWS Matrix: 
 

Table 4 – TOWS Matrix 
 

 

Strengths Weaknesses 
S1: Accessible location 
S2: Sister school relationship program 
for collaboration 
S3: Having sufficient and component 
lecturers in their fields 
S4: Strong support from alumni role 
S5: Has adequate facilities& 
infrastructure such as library, investment 
gallery, language institution, WIFI 
network, library with the latest books for 
supporting students competencies 
S6: Latest academic system and new 
blended learning method 
S7: Conducted the international 
undergraduate program 
S8: Installment tuition fees 

W1:General promotion content 
such as facilities, location, 
alumni support, etc. 
W2:Current budget 
implementation for operational 
activities and infrastructure 
development 
W3:Apprenticeship 
collaboration program still in 
middle stage 
W4:Students participation in 
both national and international 
still in a field of non academic 

Interaksi O – S – W S O W O 

O
p

p
o

rt
u

n
iti

e
s 

O1: High industry demand for skilled, 
creative, innovative and cognitive flexibility 
labor requirements 
O2: Increasing number of high school 
graduate in Bekasi area 
O3: Increasing demand of company 
requirement for undergraduate staff in 
Bekasi area 
O4: Large number of government and 
private sector scholarship 
O5: The increasing growth of productive age 
O6: The emerge of big data and analytical 
analysis for business management decision 
making 
O7: Industry revolution 4.0 
O8: Government work program to improve 
competitiveness through human resource 
quality 

Collaboration with Industrial world and 
adding an industry relevant syllabus into 
a curriculum in order to adjust the global 
demand 

Preparing students both 
academically and soft skills in 
meeting industry needs, and 
also the active role of the faculty 
in providing information is 
needed regarding the 
increasing demand level of 
skilled labor in the industry to 
motivate students 

Interaksi T – S – W S T W T 

T
h

re
a

ts
 

T1:The emerge of many new private 
universities that have excellent management 
study programs 
T2:The rise of promotional activities from 
competing universities that emphasize, not 
only general but, specific matters regarding 
academic excellence 
T3:Increasing number of excellent 
international undergraduate program in 
management 
T4:A virtual learning environment in 
educational technology 

Updating the concentration of study 
programs, making promotional models 
through alumni networks, developing 
international classes that have been 
owned by foreign institutional networks 
and improving learning information 
technology facilities 

Promoting outside the campus 
area by highlighting 
transportation flexibility to the 
location, budget re-allocations 
focused on academic 
development, collaborating with 
alumni for apprenticeship 
programs, and providing 
assistance to students to 
compete in the academic 
(scientific) field at the national 
level 

 
The above result of the interaction gave rise to 4 (four) choices of positioning 

strategies, namely: 
(a). SO strategy, which is collaboration with Industrial world and adding an industry 

relevant syllabus into a curriculum in order to adjust the global demand. 
(b). WO strategy, which is preparing students both academically and soft skills in 

meeting industry needs, and also the active role of the faculty in providing information is 
needed regarding the increasing demand level of skilled labor in the industry to motivate 
students 

(c). ST strategy, which is updating the concentration of study programs, making 
promotional models through alumni networks, developing international classes that have 
been owned by foreign institutional networks and improving learning information technology 
facilities 
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(d). WT strategy, which is promoting outside the campus area by highlighting 
transportation flexibility to the location, budget re-allocations focused on academic 
development, collaborating with alumni for apprenticeship programs, and providing 
assistance to students to compete in the academic (scientific) field at the national level 
 

 
 

Figure 3 – SWOT Analysis Diagram 

 
Based on the above result of matrix EFE and IFE, it is known that the external factor 

has a value of 2,51 and an internal factor value is 2,34, with each score of the components 
are S (strength) is 1,54; W(weaknesses) is 0,8; O(opportunities) is 1,69 and T(threats) is 
0,82. Pearce and Robinson (1998) developed SWOT analysis calculation to determine the 
real organization position, which is: 

 SW = (S-W)/2 = (1,54-0,8)/2 = 0,37; 
 OT = (O-T)/2 = (1,69-0,82)/2 = 0,435. 

From that point, we know that study program position is in Quadrant 1 with coordinate 
(0,37;0,435). 
 

DISCUSSION OF RESULTS 
 

Matrix IFE indicates that the strategy implemented by the study program has not been 
perfect, because it has not been able to maximize the strength possessed, and minimize 
weaknesses. The main weakness at this time is the lack of activity levels to train and develop 
the academic abilities of students so that they are ready to take part in national and 
international competitions. With the high active role of students, this thing could be a key 
component in future promotion, all of these efforts, if it collaborating with the strengths they 
have, it will further strengthen their position in the era of competition at this time. Several 
main powers of this management study program have that will influence the company's 
internal factors the most namely; sister school relationship program for collaboration, having 
sufficient and component lecturers in their fields, has adequate facilities & infrastructure for 
supporting students competencies, latest academic system & new blended learning method 
and conducted the international undergraduate program. 

Meanwhile, the EFE matrix indicates that the study program is slightly capable of 
dealing with the obstacles ahead, in addition to having a relatively good ability to capture 
opportunities. The main opportunity that can be utilized in improving the quality of students to 
be ready to face the changes in the industrial revolution 4.0 is to capture all government 
efforts to improve the competence of human resources in Indonesia, so that they are ready 
to face global competition, as has been done now by providing scholarships to aspiring 
productive age workforce candidates, collaboration with the industrial world and 
professionals to respond all the opportunities by developing and completing curricula and 
other educational programs so that it is relevant at this time of change, forming an institution 
that ensures graduates have the competencies needed to deal with job competition. By 
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focusing on maximizing efforts to optimize opportunities ahead, the main challenges faced 
will be easily to handle. 
 

CONCLUSION 
 

From the results of processing data and information using the TOWS matrix and 
SWOT analysis diagram, it can be seen that the position of the study program is in quadrant 
1, where this position is a favorable situation, because it has a combination between 
opportunities and strength so it can take advantage of opportunities. The best strategy that 
strongly recommended applying in this condition is the SO strategy, which describe as a 
strategy that supports aggressive growth policies where the potential advantages possessed, 
in the form of internal strength factors, are maximized so that they can become a driving 
force to seize opportunities. By collaborating with external (industrial and professional) 
parties, a positive synergy will be formed for both parties, the study program participates in 
helping solve industrial problems through research so that the results will be useful (not just 
ending on a sheet of paper only), the latest capabilities and topics needed to conduct quality 
research can be included in teaching materials or curriculum so that students will naturally 
have an interest in the problems that the industry have faced. Meanwhile, with the results of 
quality research from universities, both industry and professionals, can come up with the best 
idea and innovation that will give a huge impact to the industry itself and society as a whole. 

Limitations that exist in this study is on the selection of the study programs which have 
a superior accreditation and located in the capital city of Indonesia. The informant only 
provided some information on the weaknesses, so deeper investigation is needed. The result 
of the study are expected to be a model for other study programs which are still in developing 
stage, or having a good accreditation, and make them fully participate in the fourth industrial 
revolution. 
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ABSTRACT 
This study aims to examine the effect of earnings management on firm value with gender as 
moderating variable (the proportion of female directors). Earnings management is measured 
by real activities (Roychowdhury, 2006), company value is measured by Tobins'Q and there 
are growth and size as control variables. This paper uses panel data from 545 firm-years 
non-financial public company listed on the Indonesia Stock Exchange in the period 2011-
2015. Data analysis method uses panel data regression analysis with the selection of 
Random Effect models through STATA software. The results of this analysis reveal, first 
earnings management has a negative effect on firm value, while the control variables used 
do not affect the firm value. Second, the proportion of female directors (gender) does not 
moderate the relationship between earnings management and firm value. This paper 
provides empirical evidence for management related to investors' response to real earnings 
management activities and provide an overview to the government, especially tax policy 
makers in order to anticipate earnings management behavior that has a negative impact on 
state revenues. 
 
KEY WORDS 
Earnings, management, firm value, gender. 
 

Profit can provide a positive signal about the company's prospects in the future because 
profit growth that continues to increase from year to year will increase the value of the 
company reflected in the company's shares. According to Fuad et al. (2006) an indicator of 
firm value is the stock price traded on the stock exchange for a company that sells its shares 
to the public. The presence of firm value indicators reflected in stock prices encourages 
companies to report earnings so that investors respond well to the value of the company. 
Profit becomes one of the important components which is the main consideration in making 
decisions and the center of attention for decision makers or users of financial statements. 

Management will report profits in accordance with the desired goals through earnings 
management. Earnings management is a managerial action that is reflected in financial 
statements to give a smooth earning impression periodically or annually (Gill et al, 2013). 
Generally, management uses various accounting methods to convey private information to 
readers. Earnings management activities can be done in two ways, through accrual 
deskretionary and real activity. Real earnings management can be done through actual 
transactions that affect cash flows directly (Huang et al., 2009). Accrual management refers 
to the opportunistic behavior of companies to achieve income targets through accruals, 
changes in accrual management through accounting books do not change the company's 
cash flow (Na and Hong, 2017). Earnings management can be regarded as one of the 
effects of agency conflict, this occurs when the principal cannot fully or completely monitoring 
all the activities carried out by the agent whether the activity is in accordance with the 
principal's objectives (Imhoff, 1978). Too much earnings management will reduce the ability 
of investors to interpret current income, especially if earnings management is hidden behind 
the principal opinion and not fully disclosed. Excessive earnings management can reduce 
benefits (Soetedjo, 2009). 

Based on the prospect theory that investors like a certain profit pattern, which is a form 
of the function of the prospect theory that causes management to make a creation of 
reported earnings (Suartana, 2010). Prospect theory can explain motivation for managers to 
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meet income thresholds (Kahneman & Tversky, 1979). Motivation for companies to practice 
earnings management is found to be different depending on the type of industry being 
considered, with motivation to manage income and avoid decreasing income reporting 
(reporting decreases) becoming more common than motivation to avoid reporting losses 
(Niloufar & Nejad, 2015 ) 

Previous research related to the effect of earnings management on firm value showed 
varied results. Earnings management has a positive effect on firm value (Challen and 
Siregar, 2011, Huang et al., 2009 and Oktavia, 2011). Earnings management has a negative 
effect on firm value (Zhang et al., 2006). There is no influence of earnings management on 
firm value (Ujiyanto, 2007, and Yip and Nguyen, 2011). 

Gender perspectives can increase understanding of the extent of involvement in 
accounting manipulation. Gender has implications for engaging in certain behaviors, gender-
based explanations will clarify socio-cultural decisions. There is a negative relationship 
between the proportion of female directors and earnings management. Female directors 
increase board oversight because they limit earnings management more than men. A group 
that has greater diversity has better performance than a homogeneous group, even though 
there are competent people in that group (Ernest and Young, 2009). When a CEO or CFO is 
a woman earnings management is significantly lower, thus the presence of women serves as 
internal monitoring (Gavious et al., 2012). 

According to Morisson et al. (2004) women complement men in management and will 
bring a healthy balance to business. CPAs that work in organizations with high ethical 
standards consider the activities of earnings management unethical (Elias, 2004). Some 
studies also show that women tend to take less risk or risk averse than men (Barber and 
Odean, 2001, Niessen and Ruenzi, 2006 and Wei and Xie, 2010), women perform tasks by 
judging morally (Eccles, 1994), and the presence of women increases the function and 
efficiency of BOD and firm value (Huse and Solberg, 2006), and Liu et al. (2014) also stated 
that having female members in audit committees tended to improve the performance of 
companies and they tended to take less risk. According to Na et al. (2017) CEOs and CFOs 
have different roles in managerial decisions, CEOs have strength in corporate decision 
making while CFOs are responsible for corporate financial reporting, therefore gender CEOs 
can influence company earnings management, in contrast to CFOs. The results of this study 
indicate that male CEOs use discretionary accruals aggressively while earnings 
management practices do not occur in the female CEO group. 
 

LITERATURE REVIEW 
 

Earnings Management, Gender and Firm Value. Earnings management is a 
management action to choose an accounting policy from a certain standard in order to 
achieve a certain profit target, with the aim of maximizing the welfare of the management or 
firm value (Scott, 2009). The alternative to choosing this accounting policy gives 
management discretionary authority to make choices between available alternative practices 
and that leads to financial facts that will be manipulated (Kumari et al., 2015). Each type of 
financial reporting manipulation action will create a shadow view of actual facts and 
encourage earnings management practices in the business (Beatty et al., 2002). One 
example of earnings management actions that managers can take is to overestimate the 
ending inventory to manipulate cost of goods sold. Earnings management can also be 
interpreted as a change in the company's economy which is reported by insiders to mislead 
several stakeholders or to influence the outcome of the contract (Healey and Wahlen, 1999). 
Whereas Schiper et al., 1999 defines earnings management as a deliberate intervention in 
the external financial reporting process with the aim of obtaining some personal benefits by 
the manager. Earnings management affects the value of the company. The results of Gill et 
al. (2013) showed that the higher the practice of earnings management, the greater the 
adverse effect on the level of ROA in the following year. 

Gender diversity can improve a company's financial performance with weak 
governance (Adam and Ferreira, 2009). The quality of financial reporting depends on 
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managerial motives, intensive and opportunism of corporate executives that influence 
earnings management. Gender executives and company directors influence company 
performance, thus it can be said that the executive gender influences managerial behavior 
(Peni and Vahamaa, 2010). Kyaw et al. (2015) found that female directors reduce earnings 
management, with conditions when gender equality is high. This research highlights the 
importance of empowering women in the workplace by benefiting from this gender diversity. 
Companies with female CEOs have less management than male CEOs and there is a 
negative relationship between female executives and earnings management (Thiruvadi, 
2011): 

H1: Earnings management affects the firm value; 
H2: the proportion of female directors (gender) moderates the effects of earnings 

management on firm value. 
 

 
 

Figure 1 – Conceptual Framework 

 
METHODS OF RESEARCH 

 
The population in this study were public companies listed on the Indonesia Stock 

Exchange (IDX) for the period 2011 to 2015. The method of sampling in this study was 
conducted by purposive sampling with the criteria of (1) non-financial public companies listed 
on the IDX in the period 2011 - 2015 and (2) the availability of complete data to be used in 
this study. 

The mathematical model used to test the hypotheses developed in this study follows 
Huang et al. (2009), Siregar and Utama (2008): 
 

�����′���� =  �� + �������� +  ���������� × ������ + ���������� + �� ���� + ��� 

 
The dependent variable of this study is the firm value that is proxied by Tobin's Q (Huang, et 
al., 2009 and Ammann, et al., 2011) with the following formula: 
 

�����′� ��� =
����� + ����� − �����

����

 

 
Where: MVE - Equity market value or market capitalization, calculated from the closing stock 
price multiplied by the number of outstanding shares; BVA - Book value of assets, measured 
by Total Assets; BE - book value of equity, measured by Total Equity; TA - Total Assets; it - 
for each company i year t. 

Independent variables consist of earnings management through real activities. 
Earnings management through real activity is measured by the estimated value of 
manipulated sales. Measurement of earnings management adopts the method used by 
Roychowdhury (2006). The models tested in this study are: 
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CFOit/ Ait-1 = β0 + β1 1/ Ait-1 + β2 Salesit / Ait-1 + β3Salesit/ Ait-1 + eit 
 
Where: CFO - cash flow from operation; Ait-1: total assets from year t-1 to year t; Sales: sales 
from company to year t; Sales: sales changes from year t-1 to year t. 

The moderating variable of this study is gender, which is measured by the proportion of 
the structure / composition of female board members. 

The control variables in this study are: 
 Growth. Sustainable growth can be a positive signal to investors. Developing 

companies will also be valued by investors better (Allayannis et al., 2012). Following 
the study of Oktavia (2011), the growth rate is proxied by using changes in 
sales.GROWTH = (SALEit-SALEit-1)/SALEit-1 

 Size. Size is measured by total assets. Companies that have large total assets show 
that the company is relatively more stable and able to generate greater profits than 
companies that have little or low total assets. 

 
RESULTS OF STUDY 

 
Based on data from the Indonesia Stock Exchange, a total of 109 companies were 

obtained per year that had complete data from 2011 to 2015 or 545 observations (firm-year). 
 

Table 1 – Descriptive Statistics 
 

Variable Mean Maximum Minimum Std Dev 
TobinsQ1 .2193107 5.818928 -3.182037 .7653035 
RealEM .2420499 4.229934 -.0248292 .4443329 
Growth .237532 4.229934 -.9988356 1.089752 

Size 28.67637 36.24761 23.54591 1.880578 
pdw .1176074 1 0 .2024677 

 

Source: Data processed, 2018. 

 
This study uses panel data. Panel data is an observation set consisting of several 

individuals in a given period. In panel data testing does not require an autocorrelation-free 
and normality equation Nachrowi and Usman (2006). For panel data regression estimation 
methods can be through three approaches, namely Pooled Least Square Model, Fixed Effect 
Model and Random Effect Model. To choose which model is most suitable for processing 
panel data, there are several tests that can be done. This research regression model has 
fulfilled the assumption of multicollinearity. Statistical output from the regression model for 
multicollinearity test based on Tolerance and VIF values can be concluded that there is no 
multicollinearity in the regression model because all VIF values are below 10. Testing of this 
hypothesis is done through the STATA 13 program by selecting the Random Effect Model. 

Table 1 shows the descriptive statistics of the variables contained in model 1 which 
examine the effect of real earnings management on firm value by moderating the proportion 
of female directors. Based on Table 1, the average company that becomes the sample has a 
value of tobins Q (dependent variable) of 0.2193107. While the maximum tobins q value is 
5.818928 and the minimum value is -3.182037. 
 

Tabel 2 – The test results for the assumption of multicollinearity 
 

Variable VIF 1/VIF 
Size 

Real EM 
1,37 
1,31 

0,728792 
0,764605 

Growth 1,07 0,938369 
Mean VIF 1,25  

 

Source: Data processed, 2018. 

 
For the independent variable, Real Earnings Management (RealEM), the average 

REAL sample of the company is .2420499, while the maximum value is 4.229934 and the 
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minimum value is -.0248292. The moderating variable is in the form of female directors 
(gender) in the structure of the board of directors, on average the sample companies are led 
by female directors as much as 28.67%, and the maximum is led by 100% of the minimum 
amount of 0. 
 

Table 3 – Hypothesis Test Results Effect of Earnings Management on Firm Value 
 

Variable Coefficient z P>|z| 
RealEM -.1188016 -2.12 0.034 
Growth -.0124655 -0.52 0.600 

Size .0361689 1.54 0.123 
Constanta -.7861644 -1.17 0.244 

R-sq   0.0184 
Prob > chi2   0.0697 

 

Source: Data processed, 2018. 

 
Table 4 – Hypothesis Test Results Effect of Real Earning Management on Company Values 

with the proportion of Female Directors (Gender) as Moderation 
 

Variable Coefficient z P>|z| 
RealEM -.1417162 -2.27 0.023 
Growth -.0132889 -0.56 0.576 

Size .0361291 1.54 0.124 
RealEMxPFD .2934335 0.82 0.410 

Constanta -.7861603 -1.16 0.245 
R-sq   0.0188 

Prob > chi2   0.1018 
 

Source: Data processed, 2018. 

 
Testing the hypothesis 1 states that real earnings management has an effect on the 

firm value can be accepted at a significance level of 5%. Based on the regression results, 
Table 3 in general model 1 is significant (p <0.05) and R-squared is 1.84%. With these 
results that together the variation of the independent variables used in this research model is 
able to explain the variation of the dependent variable by 1.84%. while the rest is explained 
by other variables outside of this model. The negative coefficient sign on real earnings 
management shows that the low real earnings management activity in order to improve 
company performance. The discovery of the negative effect of real earnings management on 
company performance, illustrates that the higher real earnings management activities carried 
out by management will further decrease the firm value and vice versa. This is in line with the 
results of research such as Zhang et al (2006). The control variable in this study is growth 
and size does not affect the company's performance. 

Table 4 shows the hypothesis test of the effect of real earning management on firm 
performance with the proportion of female directors as moderation. The main independent 
variable used to test this model is real earnings management, while the moderating variable 
is the proportion of female directors. Testing of hypothesis 2 which states that real earnings 
management has an effect on company performance by moderating the proportion of female 
directors is rejected. This shows that the number of women in the board of directors does not 
weaken or strengthen the relationship of earnings management to firm value. 
 

CONCLUSION 
 

The main theories used in this study are prospect theory, agency theory, and signal 
theory. Some conclusions that can be taken from the results of testing in this study are as 
follows: first, the effect of earnings management on firm value. In general, the study found 
the effect of earnings management activities on firm value. With the better the company in 
conducting earnings management activities will further reduce the firm value. Second, that 
gender or the proportion of female directors do not moderate the relationship of earnings 
management to company performance. 
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The limitations of this study are not included in the same test as the measurement of 
the earnings management model that is different from the Roychowdhury (2006) model for 
comparison. The suggestions for further research, the measurement of company value can 
also be proxied by stock returns and abnormal returns or cumulative abnormal returns. The 
results of this study are also expected to provide an overview of real earnings management 
in Indonesia, so that the government can anticipate real earnings management behavior 
which will negatively affect company performance, one of which is to reduce state cash 
receipts through taxes. 
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ABSTRACT 
This study describes about the representation of African-American characters in I am Legend 
and World War Z. This research purposes to examine wheter the ‘bad’ stereotypes of African 
American still exist or not because both film, represent most African Americans as positive 
characters. In the analysis of the study, the researcher uses qualitative method which the 
main theory used is Stuart Hall’s Representation. In arranging the analysis, the researcher 
will analyze the experience of African-American character of both films, and also analyze the 
main character from World War Z which is a white American to reveal the representation 
beyond the appearance by explaining the non-narrative aspects which are choosen such as 
shot, angle and lighting. After applying the theory in the analysis, this study discovers that 
there will be a certain meaning when African-American characters are played as the main or 
good characters and they cannot be as same as the White Americans. It shows that the 
discriminatory practice in America is not dissappear, because it just goes “undergound” 
which means racial inequality still become a major and pressing problem until today. 
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Racism has been a controversial issue in terms of politics and social-economics for 
many years. In America, racism is also considered as a “spoken” word, which means that 
people who belong to non-white race will always be blamed by the white American society. In 
March 1968, the US Commission on Civil Rights published “Report of the National Advisory 
Commission on Civil Disorders” emphasizing the significance of racism in American life. 
According to this report, the white society has never fully understood that white society is 
deeply implicated in ghetto (which means a group of society whose members are minorities 
due to social, legal, and economic pressure). This implies that the central paradox and the 
first standard in America is race. Thus, in the surface Americans seem to have already 
accepted the existence of African Americans, yet implicitly African Americans can still feel 
some kind of denial to their existence. From the beginning, America’s politics is based on the 
principals of white supremacy (Wynter 3). White supremacy is the belief that the whites are 
more superior than any other races and they dominate the non-whites politically, 
economically and socially. 

Since 1753, the acceptance of African American descendant as an American citizen 
has become a debatable case because it is againsts white superiority (Jorgensen 233). 
White superiority has long believed against the existence of any other races except for the 
white Americans until now. Current news in workers.org shows that black workers have been 
held at bay with the least pay; whether urban North or rural South, black workers are still 
exploited to the highest degree. Even though black people have already made an effort to be 
racially equal with the white and all other people in the world, they would have to wait and 
survive up to five decades from 1950s to 2000s to reach their real equality (Bracey 41-43). 
However, the problem of racial discrimination has to be faced and solved. 

Black people in America or known as African Americans are stated so because they 
have the blood of African from their parents, so their genetic is also African but they are living 
in American land which is not their homeland (Tyndall 57-61). Meanwhile, the Office of 
Management and Budget (OMB) in the United States Bureau 2010 defined African American 
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as a person who has the origins in any of the Black racial groups of Africa. It includes 
respondents who are reported entries such as African American; Sub Saharan African 
entries, such as Kenyan and Nigerian; and Afro- Caribbean entries, such as Haitian and 
Jamaican (2). Thus, it can be concluded that African Americans refer to the people of African 
descent who live in America and hold American citizenship. 

Nowadays, in America, there has been a large number of African Americans in the 
middle class society. Based on the data from the United States Census Bureau 2010, the 
number of African Americans who live in United States reaches 12.6 percents of the total 
population. It has grown about 12.3 percents, which results in African American being the 
biggest “other race” in the United States of America. As a part of American population, 
African Americans have given a substantial contribution to the American culture, especially in 
arts and literature. The evidence of their contribution is the existence of African American 
artists, actors, singers, and authors that include Will Smith, Ruby Dee, Paul Winfield, 
Rihanna, Bruno Mars, Toni Morrison and many more. Nevertheless, public recognition 
toward these African American figures does not mean that racism has totally been 
disappeared in America. In fact, it just goes “underground” since racial inequality in America 
still becomes a major and pressing problem (Tyson 359-367). 

Nowadays there are many African Americans who succeeded in the world of 
entertainment or even politics, yet it is not that easy to be African Americans because they 
are not accepted easily in American society although they have the same way of acting, 
speaking, and thinking like other Americans. According to Chima and Wharton, for decades, 
African Americans have been excluded from participating in most of desirable jobs and 
institution. The major problem which African Americans face includes Employment process 
biases, channeling into “minority” positions, lack of access to network and mentors, and etc. 
(1). Not only in the living practices, the discriminatory practices towards African Americans 
also occur in the work of art and literature, such as novel, drama, and film. In many -
Hollywood films, the villains weremostly given to African American actors, for example in the 
film Bad Boys and Blood Diamond. The African American characters were often the ones 
who act against the white protagonist characters. However, in some other films we may see 
African American actors starring as protagonists in films such as Men in Black and I am 
Legend. Thus, there are various ways in which American films represent African American 
characters. In the past, African American actors mostly played only in black films and acted 
as the antagonists, but now we can also see many African Americans become the 
protagonist in major Hollywood films. Therefore, the variety in the depiction of African 
Americans in films becomes an interesting subject to analyze in this study that will reveal the 
representation of African Americans in Hollywood films. 

By looking at the issue on the society, then the reseacher decides to analyze two films; 
I am Legend and World War Z. I am Legend is an apocalyptic film produced in 2007 by 
Warner Bros. Entertainment Inc., which is fully integrated, broad-based entertainment 
company and a global leader in the creation, production, distribution, licensing and marketing 
of all forms of entertainment and their related business since 1927, and directed by Francis 
Lawrence which starring Will Smith. The setting in the film is in 2012, so we can see how the 
director can imagine the issue of the end of the world in film. 

The film starring Will Smith is set in 2012, which reflects how the issue of the end of the 
world in film as predicted by the Mayan has inspired the filmmaking. This film portrays a very 
smart scientist named Robert Neville (an African American), who cannot be contaminated by 
an unstoppable and incurable man-made virus. Neville is the last human survivor in what is 
left of New York City and maybe around the world. He is just accompanied by his dog, 
Samantha. Neville can be the only survivor because he cannot be affected by the virus. He is 
desperate to find any other survivor who might be out there until there is a woman named 
Anna and her son, Ethan,who heard Neville on the radio and suggests him to follow them to 
the safe colony. After the infected found Neville’s house and destroy it, Neville brings Anna 
the blood of the cured infected and ask her to bring it to the colony without anyone knowing 
how he struggles to find the vaccine. 
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Unlike the previous, World War Z, an apocalyptic film starring Brad Pitt, was produced 
in 2013 by Paramount Pictures, a production company which was established since 2002 by 
Brad Pitt, and directed by Marc Forster. The film is about a former UN investigator in 
Philadelphia, Gerry Lane and his wife, Karin with their two daughters, Rachel and Cony, who 
are trapped in the attack of-a mass of zombies. This circumstance forces Gerry to travel to 
several countries in order to find the vaccine. 

In doing this study, the researcher wants to look for the African American characters 
who are portrayed differently, which African American in I am Legend is the main character, 
while in World War Z African Americans are the supporting characters. In the World War Z, 
the main character is the white American and it becomes the researcher’s interest in 
comparing the main characters of both films because it can help the researcher in revealing 
how African American characters are represented through these two films. 

In conducting the analysis and discussion, the researcher will use the Representation 
theory by Stuart Hall as the tool to arrange the analysis because the researcher wants to find 
out the representation of African American characters through these films. Stuart Hall (1) 
defined the word representation as the using language to say something meaningful about, 
or to represent, the world meaningfully to other people. It indicates that representation is a 
process of production and changing meaning between members of culture. 
 

LITERATURE REVIEW 
 

The researcher will use the representation theory by Stuart Hall as the main tool to 
analyze I am Legend and World War Z films.Stuart Hall (1) defined the word representation 
as the using language to say something meaningful about, or to represent, the world 
meaningfully to other people. It indicates that representation is a process of production and 
changing meaning between members of culture. Hall claims it is not that simple. Hall 
explains about how we recognize all the things around us, of how we give meaning of things 
through languages, and communicate them in ways people are capable to understand. 

Within the process of representation there are subjects that represent something which 
is called as the representative. The representative has the power to present the represented 
so that it can be assumed that the representative is powerful. On the other side, the 
represented is considered powerless since they are not able to present themselves. The 
inequalities of power between the representative and the represented create stereotyping in 
which the powerful representative makes the images of the represented based on their idea. 

Nowadays we can see many positive images of African-American character such as 
captain, police, scientist, and etc. in the films, whereas the director of the films is the white 
American. From the explanation, the researcher wants to analyze films I am Legend and 
World War Z which have the two important points of the theory of representation, they are 
representative and the represented. The representatives could be social actors who use the 
conceptual system of their culture and other representational system to construct meaning. 
The representatives for these two films are the people behind the scene include the director 
and producer because these people have the power to create the represented. While the 
represented itself, are the characters inside the films that are not able to represent 
themselves. The African-American and the white American are represented through different 
stereotypes and construct their own meaning. The meaning itself is a construction. The 
meaning is constructed through the representational systems (Hall 25). 

Hall involved two system of representation. The first is there is a “system” by which all 
sort of objects, people and events are correlated with a set of concepts or mental 
representation which we carry around in our heads. The system stated becomes the 
important thing to give a meaning to the world, because in giving meaning, it is based on the 
system of concepts and images which formed in people’s thoughts which can stand for the 
representation of the world. Language becomes the second system of representation 
because it involves in the overall process of constructing meaning. People only able to 
represent meaning when people have access to a shared language (17-19). 
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There is a term of sign I which means the general term for words, images, or sounds 
which carry meaning. Signs are organized to language and it is actually a common language 
which enable us to translate what are in our brain into words, sound or images, and to 
operate this as language, to express meanings and communicate thought to other people. 

Hall stated in the book that there are three theories of representation, those are 
reflective approach, intentional approach and constructionist approach. For those three 
theories of representation, the researcher temps to apply the constructionist theory because 
the researcher as the researcher can also creates the meaning of African American 
representation in the films. Moreover, it has to be related to the contemporary condition of 
African Americans in society and the theory applied. In constructionist approach, the 
researcher may construct meaning using the representational system called concepts and 
signs. Constructivists do not deny the existence of material world, where things and people 
exist, and the symbolic practice and processes through which representation, meaning and 
language operate. However, it the language system used which creates meaning, not the 
material world. Representational system captured in the film consists of the image we are 
looking at through the camera. It is still the meaning depends on its symbolic function not the 
material quality. 

Beside use the representation theory by Stuart Hall, the Researcher will also apply the 
non-narrative theory by Louis Giannetti to reveal what is not told in the narrative aspect. 
 

METHODS OF RESEARCH 
 

The analysis of this research is using qualitative method. Creswell claims that 
qualitative research is a meaning to explore and to understand the meaning individuals or 
groups based on the social or human problem. The process of research involves appearing 
questions and procedures, data analysis inductively building from particulars to general 
themes, and the researcher making interpretation from the meaning of the data (4). 

The objects of the analysis as well as the the primary data are I am Legend and World 
War Z. The researcher chooses Representation theory by Stuart Hall as the primary theory. 
Besides the theory by Stuart Hall, the researcher will also need the secondary sources 
include other related books, internet sources, magazine, journal article and many more to 
strengthen the analaysis. 

The data are collected to obtain the main focus of analysis. For the data from the films, 
the researcher will collect and divide to several subheadings of analysis which will go to the 
answer of the statement of the problem. If the researcher unable to discover the 
representation to answer the statement of the problem, the researcher need to capture the 
certain frame which provide certain meaning to strengthen the analysis. 

In the data analysis also involves collecting open-ended data, based on arranging 
general question and developing and analysis from the information of the sources (Creswell, 
183-184). Because the object of analysis in this study are films, it will be very important to 
analyse the data by applying the narrative and non-narrative aspects. For getting the data of 
the representation of chosen character, this study conducts the narrative and non-narrative 
analysis. 
 

RESULTS AND DISCUSSION 
 

The researcher would like to determine the representation of the African American 
characters which against the stereotype. For many years, African Americans are stereotyped 
negatively. Some experts have made the stereotypes for African Americans since couples of 
years. However, the researcher finds some of the stereotypes given by the experts have 
been changed from the year of 1940s to recent situation. The changing of the stereotypes 
can be seen through the films. 

By the late twentieth century, Black cast and and black theme-oeriented shows have 
already appeared in the United States. In the shows, there already casted the African 
Americans play as the leader (Gray 78). The role of Amfrican American leader can be seen 
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in I am Legend film. In I am Legend, the Main (African American) character is named dr. 
Robert Neville who is a Leutenant. 

As the colonel with many soldiers, Robert and his family are protected and become the 
important family to be primarily helped. 
 

 
 

Figure 1 – Robert carries up Marley to be evacuated (00:39:46) 

 
Mike: Keep the colonel and his family between us and don’t let anyone stop you 

(00:39:38). 
As Stuart Hall mentioned that representation is the production of meaning of the 

concept from people’s mind through language (3). In a film, we can use everything as the 
language, wheter it is the sound, the picture and the dialgoue and all of those languages 
carry meanings. The researcher obtains the language of representation is from the picture of 
the film. From the angle, Robert and his daughter are taken from the low angle. The meaning 
of Robert’s representation is supported by the non-narrative theory by Gianneti, which states 
that picture taken from the low angles is to heighten the importance of the captured subject 
(15). Means Robert is powerful as the colonel and the soldiers honor him and his family. It 
may come representation of Robert Neville as the honorable colonel. 

Other dialogue shows (00:41:25): 
Robert : Get your hand off of my wife. Get your hands off. 
Marley : Mommy! 
Mike : Stand down. Lieutenant~ 
Robert : Scan her again. Get your hand off of her. 
Mike : Stand down. 
Robertt : Scan her again. Stand down. Stand down, soldier, stand down ! I am lieutnant 

Colonel Robert Neville. I am ordering you to scan her again. Scan her again. 
Soldier : Alright, scan her again. 
The dialogues show that Robert Neville has the power to order the soldiers who are 

Americans. This explains that an African American still have a power in United States. His 
order is obliged by the soldiers, although it is debatable. However, the decision is taken as 
the order from Robert Neville who is an African American. From this scene, the African 
American is represented as a good leader and it is clear that this play against the Odum 
stereotype of Negro in general was not capable of taking great responsibility or of assuming 
leadership. The one who dominate in the film is the African American although he is in a 
white man’s country. African Americans prove themselves to be able to have the high rank 
position than the Whites. However, the white shoulders have to obey the African American 
because based on the rank, the African American is higher. 

Blacks have made great strides in the military since it was integrated 60 years ago, but 
they still struggle to gain a foothold in the higher ranks, where less than 6% of U.S. general 
officers are African-American (usatoday). This data show that the African Americans are 
capable to be in the high position in military service. For the context of this film, the United 
States Department of Justice‟s Bureau of Justice Statistics (2007) reported that in 2006 the 
number of inmates in state and federal prisons increased to over one and a half million from 
2005 (U.S. Department of Justice, 2007). 
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In I am Legend, the African American character is Robert Neville and he plays as the 
major character. While in World War Z, the major character is Gerry Lane who is a White 
man. One of the minor African American characters in World War Z is Thierry Umotoni. 
Thrierry Umotoni is a Deputy-Secretary General of United Nations. 
 

 
 

Figure 2 – Thierry talks to Gerry on the Ship (00:29:51) 

 
From the shot, it is taken by the medium shot from the low angle which clearly means 

that Thierry is more Powerful than Gerry because low angle heighten the importance of the 
object (Giannetti 15). It also explains Gerry’s character where the camera puts in his back as 
the object of Thierry’s dialogue. This also explains the dialog between Gerry who sees 
Thierry in front of him as being powerful because Gerry has to obey what Thierry wants in 
order to get a safe place for his family. 

This can be examined by the constructionist approach of representation theory, that the 
researcher discover a reflection of the reality constructed in this film. Years before this film 
was directed, there had been Kofi Annan as a Secretary-General of United Nations, and in 
2013 World War Z shows the African American character as the Deputy-Secretary General 
of United Nations. The researcher constructs that this film is going to recall the viewers’ mind 
that the African Americans are able to have a job in the United Nations with the high position. 

There are also some African American characters appear in World War Z as the minor 
character beside Thierry. In the film, there is an African American acts as army. 
 
 
 
 
 
 
 
 
 
 
 

Figure 3 – Two African Americans as Army (00:41:55) 

 
The two pictures above, are the depiction of African American army. They are worked 

as an army in South Korea. The role of African American characters as and army shows that 
now African American has the same rank as the Whites. They are in the same military order, 
and placed in the same place. Since 2010, there has been already 2.4 million African 
Americans military veteran in the United States. It implies that African American is started to 
have the racial equality with the Whites when they earn the same occupation. 

The data explained by Entman and Rojecki (83) of African Americans that they were 
more likely to be shown in street or jail clothing than Whites (54 percent versus 31 percent). 
However, it has the reverse meaning when we take a look at the African American roles in 
these two films. They have a really good job. They become colonel, doctor, policeman, army, 
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and also United Nations officer which generally need big effort to have those jobs and African 
Americans can have them. 

According to Jackie Hogan, African American tends to be close with nature, such as 
animal and other living things. They are specializedd by virtue of their mystical powers and 
their primordial ties to Nature. They can communicate both telepathically and through song 
with animals and with each other (68). 
 

 
 

Figure 4: Robert Give Shower and Breakfast to his dog ( 00:09:06 and 00:10:38) 
 

We can observe from the pictures above, how the clonesess of Robert Neville with his 
dog, Samantha. Visual signs and images as well as the picture captured carry meaning and 
thus have to be interpreted (Hall 5). The researcher can construct the meaning by analyzing 
the non-narrative aspect of the scene. From the color of the scene in the left figure, Robert 
and Samantha are put in the middle of the darkness, and the light is coming just from the 
window. The scene shows a very limited light, and it means this film is cathegorized as 
misteries and thrillers (Giannetti 17). 

Dominant society may point out that African Americans have characteristics that 
separate them from other groups. Therefore, African Americans’ experiences may be due to 
the degree of to which society perceives them as strange. African Americans are, essentially, 
a group of strangers. A stranger is usually perceived as an individual who is an intruder, 
foreigner, or a resident alien (Turner 1). When African Americans are considered as the 
strangers, they will not have friends from another groups. In I am Legend, Robert Neville is 
the only African American man survive in the New York city. He is just accompanied by his 
dog, Samantha. His loneliness drives him to air the announcement that he is alive, he is a 
survivor, and anybody can come to him. 

Robert :My name is Robert Neville. I am a survivor living in New York city. I am 
broadcasting on All AM frequencies. I will be at the south Street Seaport everyday at midday, 
when the sun is highest in the sky. If you are out there. If anyone is out there, I can provide 
food, I can provide shelter, I can provide security. If there is anybody out there. Anybody. 
Please. You are not alone. (00:24:08 and 00:45:02) 

The situations in society that treats African Americans as alienated, another word by 
definition of stranger, is still present. 

African Americans are frequently portrayed with personality characteristics that are 
stereotypically negative. African American portrayals, the U.S. Commission on Civil Rights 
(1977) found that African American television portrayals typically depicted the following 
stereotypic personality characteristics: inferior and stupid (Carter 242). The stereotypes given 
from the US Commission on Civil Rights still happened and can be seen in I am Legend film. 
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Figure 5 – Robert is sleeping in the bathtub with Samantha (00:12:37) 

 
According to Oxford Advance Learner’s Dictionary, bathtub means a large long 

container that we can put water in and then get into to wash our whole body (115). This 
screen shot is taken from the high angle. High angle reduces the importance of the subject. 
The subject seems harmless and insignificant when it is photographed from above 
(Giannetti). From this stereotype, the African American is looked as the one who afraid of 
threat. Whe he is threatened, he looks inferior, he is afraid and try to keep himself safe by 
carrying the gun so that he can defense himself from the dangerous thing surround him. 

White Ameican is ambivalent toward African Americans, sometimes feeling racist, other 
times feeling quite friendly, and sometimes holding contradictory sentiments all at once. 
Moreover, many Whites tend to disguise their true feelings, knowing the social undesirability 
of appearing to be racist (Entman and Rojecki 46-47). It is a very common thing then if the 
African Americans are depicted in the binary opposition characterization in one act at once. 
 

 
 

Figure 6 – The African American policeman takes some goods at the supermarket (00:16:20) 

 
The researcher implies that even if African Americans dress and speak in a 

conventionally acceptable manner, employ a restrained verbal style, they cannot totally 
surmount the barrier posed by Whites' automatic generalizations from physical traits to 
moral, behavioral, and intellectual qualities and achievements (Entman and Rojecki 52). 
From this character, the researcher analyze that the director wants to show the binary 
opposition of the African Americans representation. It shows although the African American 
is a policeman, his act can not be presented as same as the White people, he wears the 
police uniform but he does the criminal thing like a thief. The meaning is that when African 
Americans are given the power, as a police for example, they tend to corrupt and do not fully 
responsible with the uniform ther wear. 

Whites tend to equate African Americans and crime, and feel intensely negative 
emotions more than the face of Black crime than of white crime. Although Blacks are indeed 
more likely to commit violent crimes than Whites, the difference declined after 1970 and the 
general trend in Black-commited violence has been downward since the early 1970s. 
Furthermore, some evidences show thgat Blacks are more likely to be arrested than Whites 
committing similar crimes, in which case the media might be accurately representing Black’s 
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higher arrest rate but exaggerating the comparative rate of committing violent or drug crimes 
(Entmand and Rojecki 70). 
 

 
 

Figure 7 – The zombie in the WHO research (1:32:05) 

 
The context and the zombie character above can be analyzed as the representation of 

the African American character constructionist approach. In the figure above, the zombie is 
arrested and kept inside the locked glass box. This is the filmmaker who wants to show how 
the African American is dangerous toward the society. The researcher has a unique meaning 
through the language. Language is therefore the second system of representation involved in 
the overall process of constructing meaning (Hall 4). The visual appearance of the film is one 
of the language of representation. The filmmaker has made specific choices of the object 
which is being captured (Monaco 162). The zombie is captured with such expression to show 
that she is in her anger, and it shows she is very aggressive.. From the expression, the 
researcher looks the zombie is threatening. Though Blacks have often been portrayed as 
physically threatening, the current Black stereotyping of criminals is an unusual phenomenon 
(Mauer, 1999; Russell, 2002). As a constructionist, the researcher represents that African 
American is threatening through the society. By looking at this case, the stereotypes of other 
is reflected well through the zombie character. 
 

CONCLUSION 
 

The representation of the African American through any media is actually not as that 
good, When the African Americans are represented as a good character, there has to be 
worse stereotype behind it. Sometimes the director does not show explicitly how the 
stereotypes of the African American in the reality. They tend to cover the stereotypes by 
showing the good representation to the society. There is nothing in reality that compels the 
representation of african Americans that the media offer. What we see and do not see 
reflects a combination of forces that, wiith alteration, could result in different representations 
that are no less defensible. However, racism is not totally disappeared. It is just goes 
“underground” that is racial inequality in America still becomes a major and pressing 
problem. 
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ABSTRACT 
This research aims to find out what factors are influencing consumers use electronic wallet 
(e-wallet) as an alternative method of payment against the purchase of goods and services. 
Information for this research came from respondents who have made deals with the method 
of payment using the e-wallet in Surabaya, East Java, Indonesia. The respondents in this 
study are 183 respondents. The analysis methods in this study by using SEM with analysis 
tools using Smart PLS 3.2.7. This research obtained evidence that the hypothesis is 
accepted. Factors perceived usefulness perceived trust and capable of influencing attituted 
toward using that then give rise to behavioral intention to use e-wallet. Moderation variables 
in this reseach are full moderation due to the entire value of the indirect variables is greater 
than the value of direct variable. The limitations of this research is only done in Surabaya, 
East Java-Indonesia. So, this study could not be used to make generalizations about the 
behavior intention of Indonesian young consumers towards e- wallet. The results of this 
research can be used by consumers, the banking, mobile operators, as well as subsequent 
researchers to be able to improve the facilities of the service, improve the security of 
transactions, increased security of personal data as well as additional reference material in 
the decision-making process. This research was different to previous research, this study 
uses two variables, namely moderation attitude toward using moderate usefulness against 
perceived behavioral intention, as well as the perceived usefulness of variables to moderate 
the perceived trust against the attitude toward using. 
 
KEY WORDS 
Indonesia, e-wallet, structural equation modelling, behavioral intention, young consumers. 
 

The development of increasingly advanced era like today, have an impact on the 
growth of technology, business and economy is growing rapidly. Rapid development of 
technology provides a very convenience to all human activity. One of the resulting ease with 
which the technological advancement that is the invention of the internet. According to the 
Federal Networking Council (1995) the internet is "the global information system that (1) is 
logically linked together by a a globally unique address space based on the Internet Protocol 
(IP) or its subsequent extensions/follow-ons, (2) is able to support communications using the 
Transmission Control Protocol/Internet Protocol (TCP/IP) suite or its subsequent 
extensions/follow-ons, and/or other IP-compatible protocols, and (3) provides, uses or makes 
accessible, either publicly or privately, high level services layered on the communications 
and related infrastructure described herein. " The Internet has 3 privileges, first privileges are 
giving freedom, the internet gives users the power to kind of give each other and receive 
information freely. Second, the internet is more dynamic as well as keeping track of the time. 
Most of the information in the usual internet accessible information is the most recent if 
compared to the information provided on printed media. The third is a privilege yang bersifat 
interactive network. Every penggunanua it is possible to be able to interact with other users 
in the world at any time (Kayo et al., 1996 in Aalydia, 2013). 

Based on data released by the internetworldstats.com, until 31 March 2017 the number 
of internet users in the world is 2738949556 user or 36.43% of the whole population in the 
world (Figure 1). Indonesia finished fifth of internet users in the world, after China, India, the 
United States and Brazil. 
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Figure 1 – Internet top 20 Countries with the Highest Number of Internet Users 
(Internet Stats Worlds, 2017) 

 
Based on the results of a survey conducted by the Association of Indonesia Internet 

Service Provider (APJII) in 2016, from 132.7 million internet users or 51.5% of the total 
population of Indonesia as much as 256.2 million, 52.5% are male and 47.5% are female. 
From this survey, it is also know that 29.2% of internet users in indonesia are aged 35-44 
years, 24.4% of users aged 25-34 years, 18.4% of users aged 10-24 years, 18% user aged 
45-54 year and the rest is user aged 55 years upwards (Figure 2). The majority of internet 
users in Indonesia (65%) are in Java (Figure 3). While based on the type of device used, 
50.7% or 67.2 million use smartphones and computers, 63.1% or 47.6 million people only 
use Smartphones and the rest is just using the computer (Figure 4). Based on research 
carried out digital eMarketeer Research Institute published by the Tempo, the number of 
active users of the smartphone in Indonesia in the year 2018 predicted capable of reaching 
100 million people. With the number of Indonesia could be the fourth asian giant’s digital 
technology after China, India and the Americas. 
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Figure 2 – Composition of Indonesian Internet Users (APJII, 2016) 

 

 
 

Figure 3 – Penetration of Indonesian Internet Users (APJII, 2016) 

 

 
 

Figure 4 – Devices Used by Indonesian Internet Users (APJII, 2016) 

 
With growing technology as well as a growing number of smartphone users, business 

also continues to innovate and collaborate in order to be able to answer the challenge of 
globalization, able to meet the needs of users as well as being able to provide the best 
service. One of the services provided, namely the application of the digital wallet (e-wallet). 
e-Wallet is an electronic money server based where in the process the usage needs to be 
connected first with sever publishers. In Indonesia there have been many types of digital 
wallets are available among other mobile phone Accounts, CIMB Niaga, my purse Indosat, 
Telkomsel, T-cash Finpay Finnet, Doku Wallet Nusa Core Arta, XL cash, Telkom is based, 
pomegranate Mynt, fuel Money gems, Go-Pay Gojek, PayPal, Starbuck's Card, etc. 
According to the data of the Bank Indonesia (BI) the amount of electronic money transactions 
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from year to year has increased. In 2015 the number of electronic money transactions in 
Indonesia are 535.57 million transactions or 5.28 trillion rupiah. In 2016 there were 683.13 
million transactions or 7.06 trillion rupiah (up 33.7%). Whereas in 2017, from January until 
August 2017 recorded already as much as 479.5 million transactions or 6.69 trillion rupiah. 
The high use of electronic money in Indonesia is in 2017, the existence of a national 
movement of non cash (GNNT) issued by Bank Indonesia that strengthened the Bank 
Indonesia regulation (PBI) number 16/8/PBI/2014 regarding electronic money (e-money ) as 
well as regulation of the Minister of public works and Housing (PERMEN PUPR) number 
16/PRT/M/2017. 

Independent Digital Reseach Institute, Jakpat conducted a survey to 1,515 
respondents across Indonesia 20-50 years old. From 2,515 respondents, 44% of 
respondents said already had digital wallet service (e-wallet). From the entire e-wallet use 
75% of the respondents chose to use e-wallet because it is more practical to use, more 
secure transactions, no need to carry too much cash and avoid a refund that is not returned. 
But the intensity of use of the user is still low, the majority of respondents use e-wallet 
between 1-3 times a month. Rathore (2016) says the factors that affect the use of the e-
wallet, namely the freedom to use online payments, ease of purchase, brand loyalty and 
usefulness of the digital wallet. Further Rathore (2016) says that the e-wallet can be used as 
an alternative online payment but the issue of safety and security of the funds that are in the 
e-wallet, internet connection will also need to be considered. In addition to the security of the 
funds stored in the e-wallet, security of personal data users should also note (Varsha and 
Thulasiram, 2016). Consumers who have a sense of worry about the security risks and 
against transactions when using the mobile payment services may inhibit the development of 
mobile payment industry. Thus Lu et al. (2011) concluded that the use of mobile payment is 
affected by the trust. Consumer confidence is the key to success in business in this industry. 
Xin et al. (2011) conducted a study to look at the influence of trust towards mobile payment. 
From this research it is known that mobile service providers, vendors and mobile payment 
mobile technology affects trust in mobile payment, perceived reputation on the mobile 
service provider as well as mobile payment of vendors in the mobile payment trust. 

Davis (1989) says that the technology acceptance model (TAM) has two factors 
influence perceived usefulness and perceived i.e. ease of use. Perceived usefulness is the 
view that user by using the system are able to improve the performance of a user's activities 
(Davis et al., 1989). However, perceived usefulness has no influence on perceive ease of 
use (Davis, 1993) but have the most influence on intention to use a technology (Davis, 
1989). Cheong et al. (2004) says that the perceived usefulness of having a positive influence 
against the attitude toward using. 

Based on the facts and prior research, then researchers would like to examine how the 
behavior intention of the young consumer to use the e-wallet. This study aimed to find out the 
factors that affect the behavior intention of a young consumer to use the e-wallet. 
 

LITERATURE REVIEW 
 

e-Wallet is an electronic money server based where in the process of use it needs to 
be connected first with sever publishers. e-wallets are not the same as a credit card or debit 
card, transactions with e-wallet is not directly through a third party or intermediari (Amoroso 
and Watanabe, 2012). Committee on Payment and Settlement Systems of the Bank for 
International Settlement define e-wallet as a multi-purpose prepaid card that can be used 
repeatedly to be used in small retail or payment other than coins. e-wallet different from e-
money, according to halomoney.com here are some differences between different e-wallet 
with e-money: 

 e-money in Indonesia are generally chip based planted on card or other media (chip 
based), while the e-wallet is an e-money based server; 

 e-money is generally used for everyday used such as transaction in toll roads, public 
transportation ticket payments, transaction in retail outlets and ticket purchase at 
entertainment venues, while the e-wallet is typically used for shopping online, 
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shopping in the offline retail outlets, the purchase of a pulse telephone, electric token 
payment, BPJS bill, pay-TV bills, etc; 

 the maximum of e-money balance is only 1 million, while the e-wallet balance 
maximum can be up to 10 million. 

Olsen et al. (2011) argues that the development of e-wallet is not due to the facilities 
provided by the mobile wallet, but because of the number of mobile devices are increased. 
Nowadays almost everyone has a mobile device and mobile device cannot be separated 
from daily life. Because of the increasing use of the mobile device, the business finally 
innovate using the mobile device as an intermediary to use e-wallet. From this statement it 
can be concluded that the e-wallet is present not as a replacement for cash transactions, but 
rather as a complement to money in cash. 

Technology Acceptance Model (TAM). Technology acceptance model (TAM) is a 
concept developed by Davis (1989). This concept offers a theory for Foundation learning and 
understanding user behavior in accepting and using an information system. In this concept it 
is said that a person will tend to use a system if the system is reasonably easy to use and 
provide benefits for the user. TAM concept is based on the theory of reasoned Action (TRA) 
developed by Ajzen and Fishbein (2011). This theory says that the person's behavior is 
influenced by intend to engage in certain actions. Ajzen and Fishbein (2011) says a person's 
intentions was influenced by two factors, namely the attitude of the individual against the 
results of the actions and opinions of the individual sosisal environment. 

TAM has the aim to explain the factors that affect user behavior information technology 
towards the acceptance of the adoption of an information technology (Cakmak et al., 2011; 
Seeman and Gibson, 2009). The expansion of the concept of TAM is expected to provide the 
fundamental information about the factors that encourage a person in being (Rose and 
Fogarty, 2006; Lee et al., 2010). According to Venkatesh and Davis (2000) the attitude of an 
information system is influenced by two factors, namely perceived usefulness and perceived 
ease of use. Perceived usefulness in define as a level of individual belief that use of the 
technology will improve its performance. While the perceived ease of use is the level of 
confidence that the individual use of technology makes it easier to get the job done. 

Perceived Usefuless. Wen et al. (2011) defined perceived usefulness as a consumer 
assessment of the benefits of product information needed and felt when shopping at a web-
based store. Davis (1989) says that the perceived usefulness is very similar to performance 
expectations, namely a person's belief in improving job performance using a system. 
Venkatesh et al., (2003) defines performance expectations can be defined as the extent to 
which individuals believe that their performance will increase when using a particular system. 
The performance of a task will be increased if a system can innovate in a way gives more 
profit than the previous system (Moore and Benbasat, 1991). So from the statement, 
hypotheses can be purposed: 

 H1: Higher the perceived usefulness (PU), then higher behavioral intention (BI) to use 
e-wallet; 

 H2: Perceived usefulness (PU) affect attitude towards using (ATU) e-wallet. 
Perceived trust. Trust is the Foundation of interpersonal. A transaction between two or 

more parties will occur when each side trusts each other. The trust has been considered as a 
catalyst in a variety of transactions between sellers and buyers so that customer satisfaction 
can be realized as expected (Yousafzai et al., 2003). As the development of research, many 
researchers observe regarding the extent to which consumers perceive e-wallet application 
as a provider of reliable, relating to security and privacy policies. Confidence is considered 
an important factor in determining the intention of adopting similar technology (Chong at al., 
2012; Zhang et al., 2012; Chong, 2013a, 2013b). Dahlberg, et al. (2003), Shin (2009), 
Amoroso and Watanabe (2012), Xin et al. (2013), and Ho Pham (2014) argues that the trust 
factor can be used as a strong predictor for adopting e-wallet. Research conducted Gefen et 
al. (2003) showed that a positive effect against the trust's interest to use the (intention to 
use). From the statement, hypotheses can be purposed: 

 H3: Perceived trust (PT) affect consumer’s perceived usefulness (PU) e-wallet; 
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 H4: Higher the level of perceived trust (PT), then higher behavioral intention (BI) to 
use e-wallet. 

Attitude Towards Using. Davis (1989) explains that the attitude toward using 
conceptualised as a stance against the use of the system in the form of acceptance or 
rejection when a user is using the technology. attitude toward using and subjective norm 
represents the impact on behavioral intention. Pikkarainen et al. (2004) says that perceived 
usefuless and perceived ease of use affect your attitude toward using and interest using 
internet banking. 

 H5: Consumer attitude towards using (ATU) affect Behavioral Intention (BI) to use e-
wallet; 

 H6: Consumer attitude towards using (ATU) mediates the perceived usefulness 
against Behavioral Intention (BI) using e-wallet. 

Behavioral Intention (BI). Behavioral Intention (BI) is a measure or level of intensity of 
an individual's intention to take a specific actionn(Ajzen and Fishbein, 2011). Factors such as 
perceived expectancy, Effort Expectancy, Perceived risk, Social Influence, price, trust, and 
the like are used to measure behavioral intention towards the adoption of technology (Lee et 
al., 2004; Scgierz et al., 2010; A, et al., 2012; Amoroso and Watanabe, 2012,; Madan and 
Yadav, 2016). 

Research model. This research aims to find out what factors are influencing consumers 
use electronic wallet (e-wallet) as an alternative method of payment against the purchase of 
goods and services. So the research framework can be described as follows: 

 

 
 

Figure 5 – Conceptual Model 
 

METHODS OF RESEARCH 
 

Participants. Information for this research came from respondents who have made 
deals with the method of payment using the e-wallet in Surabaya, East Java. Research using 
the prediction as done by Madan and Yadav (2016), that respondents have a mobile phone 
that can be used for internet and use e-wallet. Respoden the selected minimum 15 years old 
with at least high school education. The selection of respondents is intended so that 
respondents were able to understand questions and writings in the questionnaire so that it 
provides the right answers. In addition, young children are considered more responsive to 
technology and is the largest modern technology user segment (Davis, 1989; Hanafizadeh et 
al., 2014; Yadav, et al., 2016). 

Construct measurement. This study uses four types of variables to be examined, i.e. 
independent variable, dependent variable, control variable and mediating variable. 
Independent variables comprising 2 variables, i.e. perceived usefulness (PU) and perceived 
trust (PT). Perceived usefulness, defined as usefulness which are perceived to improve the 
performance of user's information technology system and usefulness decision-making in the 
belief of perception (Davis, 1989). Measurement of perceived usefulness (PU) is done using 
a modified question 10 items from research conducted by Davis (1989), Dahlberg et al. 
(2003) and Venkatesh et al. (2012). The trust has been considered as a catalyst in a variety 
of transactions between sellers and buyers so that customer satisfaction can be realized as 
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expected (Yousafzai et al., 2003). Measurement of perceived trust (PT) is done using a 
modified question 10 items from research conducted by Gofen et al. (2003), Hassanein and 
Head (2007), Wen et al. (2011) and Venkatesh et al. (2012). 

The dependent variable in this study is behavioral intention (BI). Research using four 
items used to measure the dependent variable (BI) modified from research Dahlberg et al. 
(2003). This research uses a variable mediation i.e. attitude toward using (ATU) as well as 
using the variable gender, education level, income, and employment as a control variable. 
The entire item is measured using a likert scale with ranges of 1-5. A value of 1 indicates the 
respondents strongly disagree with item asked and the value 5 indicates respondents 
strongly agree with item asked. The data collected was analyzed with the aid of further 
software SmartPLS Version 3.2.7. the selection of the software other than the software 
smartPLS SEM (like AMOS, LISREL, and EQS) due to component based PLS was able to 
avoid the two major problems faced by covariance based SEM that is inadmissible and factor 
indeterminacy (Tenenhaus et al., 2005). 

The PLS analysis method was chosen by researchers based on several 
considerations. First, the PLS is an analysis method that does not require large samples, the 
number of samples less than 100 can already do the analysis. Second, the PLS may be used 
to analyze the theory still is said to be weak. 

Research instrument. In this study, the method of collecting data obtained by 
disseminating a questionnaire. collecting data by questionnaire method is a technique of 
collecting data is done by giving a set of questions or written statement to the respondent 
(Sugiyono, 2015). Research instrument consisted of two parts. The first section contains 
information related to the profile of respondents consisting of age, gender, educational level 
and income of respondents. The second part contains information from respondents 
regarding the level of approval or disapproval against 29 items used to measure 4 variables. 
Before doing the study, first done pre-test by way of spreading the 30 questionnaires to 
respondents to know the reliability and validity of questionnaire that is used. If the data is 
already valid and reliable, will then disseminate the questionnaires back up to 185 
respondents fulfilled. 

The sampling technique in this study is a non-probability sampling techniques using 
convenient sampling and snowball. Convenient sampling method is one of unrestricted forms 
of non-probability sampling methods where the selection of the samples submitted to the 
researcher (Cooper and Schindler, 2006:139 and Malhotra, 2004). Another reason the use of 
this method that is a member of the sample shall be accessible because it can be found as 
well as implementation time relatively fast study as well as cheaper cost. According to 
Snedecor and Cochran (1967), when large populations are not knowable, then to determine 
the sample that is used can be calculated with the following formula: 
 

� =  ���� ×
 (� × �)

�� � =  �1,96 ×
 �

19
30

×
11
30

�

0,05� � = 182,062 ≈ 183 �������������� 

 
Where: n - number of minimum samples; ��� - table Z which α level of significance that is 
expected; P - Proportion of the population is expected to have the characteristics as 
expected; Q - Expected proportion of the population does not have the characteristics as 
expected; D - Level of tolerable error (%). 

The sampling technique with the snowball technique was used in the initial test. As for 
the primary research survey used the technique of convenient sampling, dissemination 
through online questionnaires by google form and implemented during November 2017. 

Data analysis. From the questionnaire while 65 accumulated, as many as 24 
questionnaires cannot be used. So only 41 questionnaires can be used. The data collected is 
then performed the analysis using the assistance software SmartPLS 3.2.7. According to 
Chin (1998) an indicator can be said to have a high reliability if the indicator value greater 
than 0.70. As for indicators with a loading factor about 0.50-0.60, it still can be done 
tolerance or can still be maintained, if the indicator is still in the development stage. So, at 
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this time the research indicators which have to be issued from <0.60 model analysts. The 
results of the analysis on the first stage can be seen in Figure 6. 
 

 
 

Figure 6 – Output Graph Model Step 1 
 

 
 

Figure 7 – Graph Model Output Step 2 
 

First stage of the analysis, it can be seen that the indicator PT1, PT2, PT8, PT10, PT3, 
PU 5, PU7, PU9 and ATU3 should be excluded from the analysis because has a loading 
factor value less than 0.60 and insignificant (Figure 6). Next step is re-estimation on the 
model, following results from the second stage of PLS algorithm as seen on Figure 7. 

From Figure 7, it can be seen that all the indicators used have been fulfilling the 
convergent validity because all indicators have the factor loading above 0.60. Next to test 
discriminant validity is performed by comparing the square root of the average variance 
extracted (√AVE) for any invalid constructs with the correlation between invalid constructs 
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with other invalid constructs in the model. The model has a discriminant validity enough if the 
root for each other invalid constructs AVE (Ghozali, 2014:63). A model is said good if each 
value of the AVE constructs are more than 0.50 (Ghozali, 2014:65). Discriminant validity in 
this study using Forwell Lacker Criterion. 

Table 1 shows demographic profile of the respondents. The respondents in this study 
as much as 183 respondents. Based on the table above it can be seen that the majority of e-
wallet users in Indonesia are aged 15-25 years (74.86%) and aged 26-35 years (22.4)% and 
most users are female (75.96%). The education of the majority of the respondents are 
undergraduates, who is a student (40.44%) and operational (31.69%) with a majority income 
of IDR 1 million until IDR 4.99 million each month. Types of e-wallets are the most widely 
used in Indonesia is an e-money issued by Bank Mandiri. The average respondents using e-
wallet as much as 2-4 times in one month. 
 

Table 1 – Demographic Analysis 
 

Sample Characteristic Frequency (n = 183) % 

Age 

15-25 137 74.86% 
26-35 42 22.40% 
36-45 5 2.73% 
> 45 - - 

Gender 
Male 44 24.04% 

Female 139 75.96% 

Education 

Senior High School 12 6.56% 
Diploma 7 3.83% 
Bachelor 156 85.25% 
Master 6 3.28% 
Doctor 2 1.09% 

Income per month 

<IDR1 million 36 18.58% 
IDR1-2.99 million 46 25.14% 
IDR 3-4,99 million 46 25.14% 

> IDR 5 million 58 31.15% 

Occuption 

Student 74 40.44% 
Operational 58 31.69% 
Managerial 6 3.28% 

Professional 34 18.58% 
Others 11 6.01% 

Type of e-wallet 

e-money 121 49.39% 
T-cash 78 31.84% 

Mobile phone bill 20 8.16% 
Sakuku - - 
Doku 9 3.67% 

Others 17 6.94% 

Frequency 

<2 Times 48 26.23% 
2-4 times 72 39.34% 

5 - 7 Times 22 12.02% 
8 - 10 Times 3 1.64% 
> 10 Times 38 20.77% 

 

Source: Processed data (2017). 

 
Table 2 shows output results of discriminant validity for each construct. The output of 

discriminant validity shows that all invalid constructs have a good value, because its value is 
greater than 0.50. All constructs also do not contain multicollinearity, as seen in table 3 
where all constructs have a VIF value under 5. 

Besides testing construct validity and multicollinearity tests, also carried out testing the 
outer model. Testing the outer model using two criteria, called composite realibility and 
cronbach’s alpha. 

Results of cronbach alpha for variable attitude toward using, behavioral intention, 
perceived trust and perceived usefulness of 0.843; 0.858; 0.870 and 0.886. Whereas the 
value of variable reliability to commposite attitude toward using, behavioral intention, 
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perceived trust and perceived usefulness of 0.894; 0.906; 0.906 and 0.911. All variables can 
be said to be reliable because it has a value greater than 0.70. 
 

Table 2 – Discriminant Validity 
 

 
 

Table 3 – Test Multicolonierity 
 

 
 

Table 4 – Composite Realibility and Cronbach Alpha 
 

 
 

Structural model testing is done by looking at the value of R2 which is a test of the 
model's goodnessfit (Ghozali, 2014:66). From the table above it can be seen that the value of 
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R2 from the attitude toward using is 0.678. This means the contribution of perceived 
usefulness against attitude toward using is 67.8%. The contribution of perceived usefulness, 
perceived trust, attitude toward using against behavioral intention are 78.8%. While the 
contribution of perceived trust against perceived usefulness is 45.1%, and 54.9% explained 
by other variables. 
 

Table 5 – Nilai R
2
 and R

2
 Adjusted 

 

 
 

Table 6 – F Square(F
2
) 

 

 
 
 

 
Table 7 
Path Coefficients 
 

Testing F Square (F2) is intended to measure the value of the effect size model. Effect 
size is said to be strong if the value of F2 is larger than the value of R2. The value of the effect 
size attitude toward using against behavioral intention is 0.245. The value of the effect size of 
perceived trust against behavioral intention and perceived value each 0.338 and 0.820. 
While the value of the effect size of perceived usefulness against attitude toward using and 
behavioral intention are 2.106 and 0.027. Thus, it can be concluded that perceived 



RJOAS, 1(85), January 2019 

90 

usefulness has strong relationships with attitude toward using, because F2 value of perceived 
usefulness and attitude toward using greater than their R2 value. 

The next test is meant to see the significance of the influence between the variable by 
looking at the value of the parameter and value the significance of coefficients t-stats. This 
test uses the Boostrapping Algorithm by using 500 subsample and significance level 0.05. 
 

DISCUSSION OF RESULTS 
 

From 230 questionnaires collected, only 183 questionnaire that can be used. While 47 
cannot be used because respondents are not using e-wallet. The first stage of the analysis, it 
can be seen that the indicator PT1, PT2, PT8, PT10, PT3, PU 5, PU7, PU9 and ATU3 should 
be excluded from the analysis because the loading factor value is <0.60 and insignificant. 
Next, re-estimation on the model (see Figure 7). From the re-estimation results it is known 
that after several indicators have been issued, the overall indicators are left significant (P-
Value <0.05). This means the entire indicators can be used as projection to measure each of 
the variables used. 

Next will be a discussion of hypotheses based on the t-value of the modified structure 
model based on the results of the research that has been done: 

H1: Higher perceived usefulness (PU), then higher behavioral intention (BI) to use e-
wallet. Based on the results of the structural model testing conducted found that perceived 
usefulness (PU) has a positive and significant relationship against behavioral intention. This 
can be seen at the origin sample value is 0.135 and t-value is 2.642 (t-value > t-table 1.96). 
So it can be said that H1 is accepted. The results of this research are consistent with the prior 
researchs by Amoroso and Watanabe, 2011; Davis, 1993; Lai, 2012, Shin and Kim, 2008 as 
well as the Madan and Yadav, 2016, they declare that there is a relationship between 
perceived usefulness and behavioral intention to use e-wallet. 

H2: Perceived usefulness (PU) affect attitude toward using (ATU) e-wallet. Based on 
the results of the structural model testing conducted found that the perceived usefulness 
having positive relationships and significantly to attitude toward using. This can be seen at 
the origin sample value is 0.823 and t-value is 29.992 (t-value > t-table 1.96). So it can be 
said that H2 is accepted. The results of this research are consistent with prior researchs that 
says that Perceived usefulness (PU) affect attitude toward using (ATU) e-wallet (Amoroso 
and Watanabe, 2011; Davis, 1993; Lai, 2012, Shin and Kim, 2008). 

H3: Perceived trust (PT) affect consumer’s perceived usefulness (PU) e-wallet. Based 
on the results of the structural model testing conducted found that perceived trust has a 
positive and significant relationship against perceived usefulness. This can be seen at the 
origin sample value is 0.671 and t-value is 15.041 (t-value > t-table 1.96). So it can be said 
that H3 is accepted. The results of this research are consistent with the prior research by 
Lingyun and Dong (2008) who declare that perceived trust (PT) affect perceived usefulnes 
(PU). 

H4: the higher the level of perceived trust (PT), then higher behavioral intention (BI) to 
use e-wallet. Based on the results of the structural model testing conducted found that 
perceived trust has a positive and significant relationship against behavioral intention. This 
can be seen at the origin sample value is 0.395 and t-value is 6.537 (t-value > t-table 1.96). 
So it can be said that H4 is accepted. The results of this research are consistent with the prior 
research by Gefen et al. (2003) who said that perceived trust (PU) have positive effect 
against intention to use. 

H5: Consumer’s Attitude Toward Using (ATU) affect Behavioral Intention (BI) to use e-
wallet. Based on the results of the structural model testing conducted found that the attitude 
toward using (ATU) has a positive and significant relationship against behavioral intention. 
This can be seen at the origin sample value is 0.439 and the t-value is 6.050 (t-value > t-
table 1.96). So it can be said that H5 is accepted. The results of this research are consistent 
with the prior researchs by Amoroso and Watanabe, 2011; Chau, 1996; Chen et al., 2002, 
Davis, 1993; Lai, 2012, Lu et al. 2005 and Shin, 2009 who said that there is relationship 
between attitude toward using (ATU) and behavioral intention (BI). 
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H6: Consumer’s Attitude Toward Using (ATU) mediates perceived usefulness (PU) 
against Behavioral Intention (BI) using e-wallet. Based on the results of the structural model 
testing conducted found that the attitude toward using (ATU) has a positive and significant 
relationship. This can be seen at the origin sample value is 0.361. So it can be said that H6 is 
accepted. The results of this research are consistent with the prior researchs by Dahlberg et 
al. (2003) who said that attitude toward using (ATU) was able to mediate the perceived 
usefulness (PU) against Behavioral Intention (BI) using e-wallet. 
 

CONCLUSION 
 

From the explanation above, it can be seen that all hypotheses are accepted. The 
factors of perceived trust and perceived usefulness were able to influence attituted toward 
using which then led to the behavioral intention to use e-wallet. The moderating variable in 
this study is full moderation because all indirect variable values are greater than the direct 
variable value. 
 

LIMITATIONS 
 

The limitations of this research is only done in Surabaya, East Java-Indonesia. So, this 
study could not be used to make generalizations about the behavior intention of Indonesian 
young consumers towards e- wallet. 
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ABSTRACT 
One of the indicators to measure the quality of health service is by observing customer 
satisfaction. Besides that, it could be used as a standard for a health center. The result of 
satisfaction level measurement leads to the dimension, characteristics, and indicators which 
make the patient feel satisfied or not towards the service by the health center officer. Thus, 
the health center officer could know and progress or improve if there is a service that is not 
satisfying according to the patient’s point of view and maintain the good service. This study 
aims to obtain an overview of customer satisfaction level by using five dimensions of service 
quality, which are tangible, reliability, responsiveness, assurance, and empathy. This study 
was explanatory research with quantitative approach. The data sample was 73 by using a 
random sampling method. The data analysis used univariate descriptive analysis. 
Importance-performance test and the Cartesian diagram were used to observe the level of 
conformity between the expectation and reality of service quality. The result of the descriptive 
analysis showed that the satisfaction level of the customer based on the average dimension 
was very satisfied. The result of the importance-performance test showed that the assurance 
dimension should be improved, which was the skill of the officer on doing the job and 
empathy dimension which was the doctor should know the patient who comes to get 
treatment. 
 
KEY WORDS 
Service quality, importance-performance analysis, health service quality, patient satisfaction, 
public service. 
 

A good health service is one of the points which help in building health because the 
healthy society will lead to good human resource quality. Based on Constitution No.25 year 
2000 about national development program year 2000-2004. It mentioned that the main aim of 
health means program is successful management of health service and affordable for 
everyone. The aim of that program is the availability of basic health service organized by 
Health Center “Puskesmas” and a reference (follow up at a hospital) for state or private 
hospital supported by the society. It is already regulated in Permenkes No. 75 year 2014 
about performing health service so that all the officers could do the service based on the 
determined standards. There are some health center accreditation based on Permenkes No. 
46 year 2015, which are unaccredited, basic accredited, middle accredited, good accredited, 
and excellent accredited. Surabaya city has 63 health centers in total, but not all of them has 
an accreditation. 

From 35 health centers, there are only two health centers with excellent accreditation, 
which are Balongsari Health Center and Sememi Health Center. To increase their health 
service, The Health ministry gives awards to the health center that has more dedication to 
the health field each year. From several health centers in Surabaya city, Balongsari Health 
Center got the second rank as Achieving First Level Health Facility nationally in 2016 in the 
category of excellent accreditation. This achievement made Surabaya city proud, especially 
Balongsari Health Center. This achievement could encourage the other health centers in 
Surabaya city to improve their health service. By using the ServQual Method, it is expected 
to know the effect of health service quality towards the customer satisfaction in Balongsari 
Health Center to obtain a good achievement.  
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Table 1 – The List of Health Center Accreditation in Surabaya 
 

No Health Center Name Accreditation Status 
1 Sememi Health Center EXCELLENT 
2 Gayungan Health Center BASIC 
3 Tambak Rejo Health Center MIDDLE 
4 Balongsari Health Center EXCELLENT 
5 Simomulyo Health Center GOOD 
6 Sawahan Health Center MIDDLE 
7 Tanah Kali Kedinding Health Center MIDDLE 
8 Jagir Health Center MIDDLE 
9 Dupak Health Center GOOD 
10 Pucang Sewu Health Center GOOD 
11 Gunung Anyar Health Center GOOD 
12 Medokan Ayu Health Center GOOD 
13 Keputih Health Center GOOD 
14 Manukan Kulon Health Center GOOD 
15 Gading Health Center MIDDLE 
16 Ketabang Health Center MIDDLE 
17 Krembangan Selatan Health Center GOOD 
18 Kenjeran Health Center MIDDLE 
19 Klampis Ngasem Health Center MIDDLE 
20 Kalijudan Health Center GOOD 
21 Wiyung Health Center MIDDLE 
22 Benowo Health Center MIDDLE 
23 Bulak Banteng Health Center MIDDLE 
24 Kebonsari Health Center MIDDLE 
25 Pegirian Health Center GOOD 
26 Tambakrejo Health Center MIDDLE 
27 Jeruk Health Center GOOD 
28 Tenggilis Health Center MIDDLE 
29 Gayungan Health Center BASIC 
30 Tanjungsari Health Center MIDDLE 
31 Simomulyo Health Center GOOD 
32 Putat Jaya Health Center MIDDLE 
33 Tanah Kalikedinding Health Center MIDDLE 
34 Dupak Health Center GOOD 
35 Pegirian Health Center GOOD 

 

Source: website dinkes.surabaya.go.id Data, processed. 

 
METHODS OF RESEARCH 

 
This study used questionnaires distributed directly to the respondents. It used a simple 

random sampling, which was a technique that gives the same chance to each part of the 
population to be selected as a sample (Sugiyono, 2009:122). The sample in this study were 
73 respondents and they were outpatient of Balongsari Health Center. The basic concepts 
used in this study were five dimensions of SERVQUAL from Parasuraman et al. in Tjiptono 
(2007), namely Tangible, Reliability, Responsiveness, Assurance, and Empathy. The data 
analysis techniques were Descriptive Analysis, Importance-Performance Analysis, and 
Cartesius Diagram. 
 

RESULTS OF STUDY 
 

A validity test was performed to observe the respondents’ answer level so that the 
study instrument measurement could be done precisely. This study involved 73 respondents 
with an R table value of 0.227. The study data showed that each question on every variable 
stated as valid if the R calculate is bigger than the R table. The result was shown in Table 2.  
The reliability is an index that shows consistency and stability of result value from a 
measurement. A study instrument is stated as reliable if the instrument is consistent on 
giving the rating on what it is measured. The result of reliability test on every variable on the 
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service quality; tangible, reliability, responsiveness, assurance, dan empathy, was shown in 
Table 3. 
 

Table 2 – Validity Test 
 

No R Table 
R Calculate 

Validity Test 
Expectation Reality 

Tangible Variable (X1) 
1 0.227 0.851 0.886 Valid 
2 0.227 0.914 0.952 Valid 
3 0.227 0.888 0.932 Valid 
4 0.227 0.817 0.944 Valid 
5 0.227 0.764 0.912 Valid 

Reliability Variable (X2) 
1 0.227 0.861 0.887 Valid 
2 0.227 0.823 0.899 Valid 
3 0.227 0890 0.893 Valid 
4 0.227 0.765 0.842 Valid 
5 0.227 0.868 0.894 Valid 
6 0.227 0.747 0.869 Valid 

Responsiveness Variable (X3) 
1 0.227 0.778 0.795 Valid 
2 0.227 0.859 0.922 Valid 
3 0.227 0.833 0.859 Valid 
4 0.227 0.850 0.876 Valid 
5 0.227 0.847 0.894 Valid 

Assurance Variable (X4) 
1 0.227 0.835 0.884 Valid 
2 0.227 0.789 0.856 Valid 
3 0.227 0.876 0.854 Valid 
4 0.227 0.916 0.901 Valid 
5 0.227 0.799 0.848 Valid 

Empathy Variable (X5) 
1 0.227 0.817 0.856 Valid 
2 0.227 0.874 0.905 Valid 
3 0.227 0.733 0.824 Valid 
4 0.227 0.811 0.876 Valid 
5 0.227 0.840 0.907 Valid 
6 0.227 0.907 0.889 Valid 
7 0.227 0.725 0.856 Valid 

 
Table 3 – Reliability Test 

 

Variable 
Coefficient of Alpha 

Cronbach’s Result 
Expectation Reality 

Tangible (X1) 0.904 0.957 Reliable 
Reliability (X2) 0.903 0.941 Reliable 
Responsiveness (X3) 0.888 0.918 Reliable 
Assurance (X4) 0.897 0.918 Reliable 
Empathy (X5) 0.915 0.948 Reliable 

 
The reliability item was tested to observe the alpha coefficient value whether it is bigger 

or smaller than the R table by using reliability analysis. Table 3 showed that the Tangible 
variable (X1) was reliable with expectation and reality alpha coefficient of 0.904 and 0.957, 
respectively. The Reliability variable (X2) was reliable with expectation and reality alpha 
coefficient of 0.903 and 0.941, respectively. The Responsiveness variable (X3) was reliable 
with expectation and reality alpha coefficient of 0.888 and 0.918, respectively. The 
Assurance variable (X4) was reliable with expectation and reality alpha coefficient of 0.897 
and 0.918, respectively. The Empathy variable (X5) was reliable with expectation and reality 
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alpha coefficient of 0.915 and 0.948, respectively. It is concluded that all the results were 
reliable. 

The variable of service quality was measured in five dimensions, which are tangible, 
reliability, responsiveness, assurance, and empathy. The result of suitability average 
between expectation and reality of dimension of service quality altogether. 
 

Table 4 – Suitability of Expectation and Reality 
 

Item Expectation Reality X Y Suitability (%) 
Tangible 766 679 9,30 10.49 88,65 
Reliability 959 857 11,73 13,13 89,33 
Responsiveness 787 687 9,41 10,78 87,29 
Assurance 794 708 9,69 10,87 89,14 
Empathy 1172 1012 13,86 16,05 86,35 

Item y x (�) (�) (�) 
   10,79 14,36 75,13 

 
The average of expectation value (y) and reality value (x) on Table 3 was used for 

determining the quadrant position on Cartesian diagram in Figure 1.  
 

 
 

Figure 1 – Cartesian Diagram of Service Quality Variables 

 
DISCUSSION OF RESULTS 

 
Ovreveit in Sundari (2014) stated that quality in health service consists of consumer 

quality (related to whether the service fits the patient’s desire or not), professional quality 
(related to whether the service could fulfill the patient’s need as diagnosed by the 
professional), and management quality (related to the service that is given without waste and 
mistakes, affordable, and met the official and other regulations). 

One of the main elements in measuring the service through customer satisfaction is 
customer feeling that is happy or disappointed originated from the ratio between the result 
(impression) from a product and their expectation (Kotler, 1997:36). To measure the ratio 
between expectation and reality, the service could be done by using importance-performance 
analysis or the analysis of customer satisfaction and the work of service officer to obtain 
suitability level between expectation and reality of service quality (Supranto, 2004 in Suhardi, 
2009). The customer satisfaction was also determined by the service quality from five 
dimensions of the gap, which is the discrepancy of perceived service and expected service. If 
it is positive, then the service quality fits the expectation and on the contrary, if it is negative, 
the service quality does not fit the expectation. 

Table 3 showed that the suitability between expectation and reality of service quality 
variable from five dimensions had high suitability above 80%. The highest percentage of 
suitability was 89.33%, reliability variable and the lowest percentage of suitability was 
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86.35%, empathy variable. The total suitability of service quality was in the middle category, 
which was 75.13%. It was obtained from the average of five dimensions of service quality 
variables. 

Figure 1 showed the Cartesian diagram based on the placement of service quality 
variables and grouped based on the average of expectation and reality value. It was 
positioned in the diagram in one of four quadrants. There was no health service quality found 
at Quadrant A in this study. There was one variable found in Quadrat B, which was empathy 
variable and one in Quadrant D, which was reliability. Most of the variables were in Quadrant 
C, which were tangible, responsiveness, and assurance.  

The result of importance-performance analysis showed that there was suitability 
between the expectation and reality of service quality variables altogether with an average 
percentage of 75.13, that belongs to middle suitability. Thus, the Balongsari Health Center 
was satisfying enough. 
 

CONCLUSION 
 

Based on the study conducted by using questionnaire with 73 respondents, it 
concluded that the suitability between the expectation and reality of health service quality in 
Balongsari Health Center in Surabaya were tangible (88.65%), reliability (89.33%), 
responsiveness(87.29%), Assurance (89.14%), and empathy (86.35%). There was no 
service quality variable found on Quadrant A. Empathy variable was on Quadrant B, 
Reliability variable was on Quadrant D, and the rest of the variables were on Quadrant C. 
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ABSTRACT 
Food is the basic right of every human being that must be fulfilled because it is the most 
basic human need to sustain their life. The objectives of the study were: (1) to determine the 
effect of the quality of counseling on the motivation of yard use, (2) to identify factors that 
influence the quality of counseling, (3) to know the factors that influence motivation to use the 
yard. This research uses survey methods and is explanatory research using a quantitative 
research approach. The number of respondents was 125 members of the women farmer 
group in Baturetno Subdistrict, Wonogiri Regency who were selected by purposive method. 
Data analysis was performed with descriptive statistics. The relationship between research 
variables and empirical models used SEM (Structural Equation Model) analysis with AMOS 
21.0 program. The results showed that the quality of counseling was in the low category, the 
quality of counseling had a significant effect on the motivation of yard use with an effect 
coefficient of 0.59 at α = 0.05 and motivation for yard use was determined by the quality of 
counseling, characteristics of group members, characteristics of extension agents, 
competency of extension agents and stakeholder support. Directly, motivation to use the 
yard was determined by the quality of counseling at 0.906. 
 
KEY WORDS 
Motivation, yard, extension, SEM, quality service. 
 

Food is the basic right of every human being that must be fulfilled because it is the 
most basic human need. Based on Law No. 7 of 1996 concerning Food, it is stated that 
"Food security is a condition for the fulfillment of food for every household which is reflected 
in the availability of sufficient quantities and quality of food, safe, equiTable and affordable". 
Based on these definitions, the fulfillment of food for each household is a goal as well as a 
goal of food security in Indonesia. On the other hand, rapid population growth has triggered a 
shift in the use of agricultural land, especially from the agricultural sector to non-agriculture 
(Barijadi, 1996; Wana, 2000; Lopillo, 2003; Diana, 2007; Ermyanyla, 2013). The 
phenomenon of conversion of land from agriculture into other forms of use, such as 
settlements, industries, public infrastructure and others threatens the sustainability of 
agricultural businesses which in turn will also have an impact on reduced food production 
and affect the economy of the household. 

From the sector of food consumption patterns, the diversity of Indonesian food 
consumption with the Hope Food Pattern score indicator, indicates that the score is still not 
ideal. Starting from these various problems, the government issued a program on the 
Movement for the Acceleration of Diversification of Food. One form of the Acceleration of 
Diversification of Food movement is the activity of optimizing the use of land through the 
KRPL concept. This is because the area of land in Indonesia is around 10.3 million ha 
(Litbangtan Agency, 2012) which turns out that most of it is still not utilized optimally or in the 
sense that some are still dormant in the form of idle land. 

KRPL activity is one of the potentials and strategies to realize food independence at 
the household level. The success of KRPL activities cannot be separated from the role of the 
companion counselor. Extension activities are still very much needed by members of the 
female farmer group to obtain knowledge, skills and attitude changes in carrying out the 
activities of using the land. Extension agents are important actors in conducting extension 
activities on the use of land. But extension agents have not been able to work optimally with 
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members of the women's farmer group, given the many underlying factors, among others: 
the area visited by extension agents is very large and extensive, extension staff resources 
are still lacking, and individual extension agents are able to transfer counseling materials to 
group members women, as well as psychological and organizational factors. 

Based on the various conditions described above, this study aims to: (1) determine the 
effect of the quality of counseling on the motivation of yard use, (2) identify the factors that 
influence the quality of counseling (3) find out the factors that influence motivation utilization 
of the yard. 
 

METHODS OF RESEARCH 
 

The research was designed based on survey methods and was explanatory research, 
using a quantitative research approach. 

This research was conducted in Baturetno Subdistrict, Wonogiri Regency, Central Java 
Province. The choice of location of this study was determined purposively with the 
consideration that Wonogiri Regency was the beneficiary of the KRPL program fostered by 
the Ministry of Agriculture since 2010 until now. The location of the study was determined in 
Baturetno Subdistrict because it was one of the pilot locations for the KRPL program in 
Wonogiri District which was successful in disseminating the program and being able to 
optimize the land area. The study was conducted in September-December 2017. 

The type of data used in this study consists of two types, namely primary data and 
secondary data. Primary data is collected through direct interviews with selected 
respondents based on the questionnaire method. While secondary data is obtained from the 
literature and data sources relevant to this study. The study population was a member of the 
Wonogiri Regency KRPL beneficiary group. Determination of the location of the study was 
conducted purposively Wonogiri Regency was chosen because it is one of the districts with 
the most beneficiaries of optimizing the use of yard activities in Central Java Province. 

The research sample was taken in a census by taking all members of the beneficiary 
group in 2016 in Baturetno District. This refers to the assumptions and requirements for 
sampling in SEM as stated by Hair et all (2010) that for the needs of SEM analysis with the 
method of maximum likehood, a sample of 100-200 respondents is needed. This study 
consisted of five variables namely Characteristics of Group Members (X1), Characteristics of 
Extension (X2), Competency of Extension (X3), Supporting Factors (X4), Quality of 
counseling (Y1) and Motivation of Utilization of Yard (Y2). 

Before being analyzed, the data that was first tested was validity and reliability to find 
out the validity of the data to be used. The validity test used using Pearson product moment 
correlation formula Measurement on item analysis that is by means of the scores that are 
then correlated using the product moment correlation formula proposed by Pearson in 
Arikunto, (2002: 146) as follows (Suharsimi Arikunto, 2002: 146): 
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Where: 

rxy: correlation coefficient between x and y rxy; 
∑X: Number of scores items; 
N: Number of Subjects; 
∑Y: Total total score; 
X: Score items; 
∑X2: Number of squares of item scores; 
Y: Total score; 
∑Y2: Number of squares of total score. 
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The suitability of rxy prices obtained from calculations using the above formula is 
consulted with the price Table of moment regression with rxy price correlation greater or 
equal to Table regression, then the instrument items are valid and if rxy is smaller than Table 
regression then the instrument items are invalid. 

While the reliability of the data is measured using In this study, reliability testing was 
carried out using the Alpha Cronbach Formula technique and using the SPSS 22.0 for 
Windows program. The Cronbach Alpha formula is as follows: 
 
 
 
 
 
Where: α = alpha reliability coefficient; k = number of items; SJ = variance of respondents for 
item I; Sx = total variance of total score. 

Then all data collected is tabulated according to the category, then analyzed according 
to research needs. Data from the research results were processed using descriptive 
statistical analysis to obtain an overview of a number of characteristics studied. To find out 
the relationship between research variables and the relationship between variables and their 
supporting factors, SEM (Structural Equation Model) analysis is used with the AMOS 21.0 
program. Model suitability testing is carried out using several measures of conformity to the 
Goodness-of-Fit-Test (GFT) model. To test the suitability of the model with theory-based 
data so that the results of a hybrid / full final model are obtained with several criteria. 
Kusnendi (2008) states that the structural model is indicated to be appropriate or fit if it meets 
three types of Goodness of Fit Test (GFT), namely: (1) square chi test with p-value ≥ 0.05, 
(2) Root Means Square Error of Approximation ( RMSEA) ≤ 0.08, and (3) Comparative Fit 
Index (CFI) ≥ 0.90. 
 

RESULTS AND DISCUSSION 
 

The research was carried out in six villages in Baturetno Subdistrict, Wonogiri 
Regency, namely Watuagung, Boto, Glesungrejo, Temon, Talunombo and Sendangrejo 
Villages. 125 respondents were taken from six groups of women farmers including 
Mekarsari, Tani Lestari, Mekar Mulyo, Agrotani, Mugi Sehat, and Sido Makmur. Data on 
respondents' characteristics were obtained through questionnaires and interviews and direct 
observation in farmer groups. The description of respondents' characteristics and descriptive 
data of this research based on research variables is shown in Table 1. 
 

Table 1 – Data Description Based on Research Variables 
 

Number 

 Assessment Criteria  (Score) Total 

ResearchVariable 
Low Midle High  
(1) (2) (3) 
n % n % n % n % 

1. Characteristics of Group Members 18 14,4 81 64,8 26 20,8 125 100 
2. Characteristics of Individual Extension agents 2 40 2 40 1 20 5 100 
3. Competency extension 6 4,8 33 26,4 86 68,8 125 100 
4. Supporting Factors 30 24 67 53,6 28 22,4 125 100 
5. Quality of counseling 54 43,2 51 40,8 20 16,0 125 100 
6. Motivation of Members of the Group 29 23,2 59 47,2 37 29,6 125 100 
 

Source: Primary data, 2018. 

 
1. Characteristics of Group Members. Characteristics are characteristics that are 

attached to something (objects, people or other living things) that are related to various 
aspects of life. Characteristics of group members in this study include age, education, 
income, employment, and land area and number of family members. 

In general, the characteristics of group members are in the moderate category which is 
as much as 64.8% or as many as 81 respondents. The rest are in the low category, 14.4% 
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and 20.8% high. The majority of group members who are low educated (only graduated from 
elementary school) and productive age who as laborers, farmers and the private sector also 
influence the characteristics of group members on awareness of the utilization of the yard. 

2. Characteristics of Individual Extension. Characteristics or traits of an individual are 
traits that are inherent in a person related to aspects of life. Characteristics of individuals who 
are expected to influence the competency of agricultural extension agents include: age, 
formal education level, length of employment and extension status. As in Table 1 above, the 
characteristics of extension agents are in a low and moderate condition with the remaining 
40% in the high category as much as 20%. The main factor in this condition is that most 
extension workers are THL extension workers, whose working period is under 10 years and 
the age factor of extension agents, the majority of which are over 50 years old, causes low 
competence. 

3. The Extension of Instructors. Competence is an individual characteristic that 
underlies performance or behavior in the workplace. Measured by three indicators, namely 
the ability to communicate, knowledge of counselors and attitudes that are shown through 
behavior both during kinjungan and outside counseling activities. Respondents stated that 
the competence of extension agents was in the 68.8% high category. This indicates that the 
attitudes, communication and knowledge of extension agents are very good and as expected 
by group members. 

4. Supporting Factors. Supporting factors are things that affect the success of the 
program to optimize the use of the yard, including family support, government policies, 
extension facilities and environmental support. From the results of the respondents' 
assessment, the supporting factors for the success of the program were in the moderate 
category of 53.6%. Group members feel that the support / assistance received is good from 
the government, family, counseling facilities and the environment is sufficient. 

5. Quality of Counseling. The quality of counseling is considered to be in the medium 
category and tends to be low. The majority of respondents (43.2%) considered that the 
quality of counseling was low, as much as 40.8% rated moderate. The remaining 16% is of 
high quality education. The intensity of counseling, farmer participation in counseling and the 
role of extension agents in responding to the issue were considered sufficient by 
respondents. 

6. Motivation of Group Members. Respondents' assessment of the success of the land 
use optimization program was considered sufficient and tended to be good. A total of 29.6% 
of respondents felt motivated and intended to develop this yard activity, while the majority 
continued to implement as much as 47.2%. So that the yard activities program can be 
developed in this area especially and other regions considering the benefits that are felt to be 
quite good, especially to fulfill family food and nutrition. 

Based on the results of the analysis of the full model testing the factors that influence 
the success of the optimization program for the use of the yard are as follows: 
 

Table 2 – Model Feasibility Test Results 
 

Goodness of Fit Index Cut of Value Index Results Evaluasi Model 
Chi-square Mendekati 0 161,055 Marginal 
Probability ≥ 0,05 0,254 Good 
GFI ≥ 0,90 0,901 Good 
AGFI ≥ 0,90 0,832 Marginal 
TLI ≥ 0,95 0,986 Good 
CFI ≥ 0,90 0,991 Good 
Cmin/df ≤ 2,00 1,074 Good 
RMSEA ≤ 0,08 0,024 Good 
 

Source: Primary data, 2018. 

 
H0 is accepted if the calculated value is ≥ 0.05; RMSEA ≤ 0.08 and CFI ≥ 0.90. Based 

on the model suitability test, H0 is accepted or H1 is rejected, meaning that the tested model 
is able to estimate the population covariance matrix or the results of the parameter 
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estimation model can be applied to the study population. The results of the suitability testing 
of this model indicate that the measurement model is fit with the data. According to Al Rasyid 
(Riduan, 2012) social research is not merely expressing the relationship of variables as 
statistical translations of relationships between natural variables, but focused on efforts to 
express causal relationships between variables. 

Effect of quality of counseling on motivation to use the yard. Effect analysis was carried 
out to analyze the influence strength between constructs both direct, indirect, and total 
influence. Direct effect is the coefficient of all coefficient lines with one end arrows. Indirect 
effects (indirect effects) are effects that arise through a variable between. 
 

Table 3 – Direct effects, Indirect Effects and Total Effects 
 

Variable Direct Effects Indirect Effects Total Effects 
Individual Characteristics -> Motivation of group members -0,313 0,204 -0,109 
Characteristics of Extension -> Motivation of group members 0,292 -0,629 -0,337 
Competency of Extension -> Motivation of group members -0,244 0,496 0,251 
Stakeholders -> Motivation of group members 0,792 -0,484 0,308 
Quality of Counseling -> Motivation of group members 0,906 0,000 0,906 

 
Based on the Table. 3 above shows that there is a direct effect of the quality of 

counseling on the motivation of group members in utilizing the yard by 0.906 and indirect 
effects of 0.000. This can be interpreted that the direct effect shows that there are no other 
relationships that can affect the success of the program. Or in other words, each increase in 
one unit of individual quality will increase the success of the program by 0.906 units. 
 

CONCLUSION 
 

Based on the results of the analysis and discussion, conclusions are formulated as 
follows: First, the quality of counseling directly and positively influences the motivation of the 
use of the yard. If quality increases, motivation will also increase. Second, the quality of 
counseling is influenced by the characteristics of group members, individual characteristics of 
extension agents, competency of instructors and supporting factors. Third, the factors that 
influence motivation to use the yard include group members, individual characteristics of 
extension agents, competence of extension agents, supporting factors and quality of 
counseling. Each variable influences both directly and indirectly. 
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ABSTRACT 
This study aims to determine the appropriate development strategy for the development of 
nutmeg farming and to determine the level of suitability of nutmeg plantations in Tapaktuan 
Subdistrict, South Aceh Regency. The first problem of processing and data analysis method 
consists of descriptive data analysis and strategy planning analysis with SWOT analysis, 
while the second problem analysis uses the results of observations in the field using a 
tactical system based on the Land Map Unit (LMU). The results showed that based on the 
SWOT analysis, the strategies carried out by farmers for nutmeg development were 
(1) improving product quality through improved maintenance and business planning and 
developing market access information, (2) Increasing nutmeg productivity through 
eradicating pests and plant diseases, and ( 3) Improving the quality of HR of nutmeg farmers 
and PPL officers. Whereas based on the analysis of land suitability, it was found that Tapak 
Tuan Subdistrict could still be developed nutmeg plants in several suitable locations 
according to the criteria of nutmeg plant growth. 
 
KEY WORDS 
Land suitability, agriculture, strategy, strengths weakness opportunity threats. 
 

Nutmeg is a native plant of Indonesia, because this plant originates from Banda and 
Maluku. Nutmeg plants spread throughout Java, at the time of the Marcopollo trip to China 
which had passed the island of Java in 1271 to 1295, the cultivation of nutmeg plants 
continued to spread to reach the island of Sumatra. The world knows Maluku from the results 
of nutmeg and cloves (Bustaman, 2007). Larasati (2008) states that the portion of nutmeg 
with high economic value is the part of nutmeg and mace (flower) which can be used as 
nutmeg oil. While nutmeg meat can be used to be processed into candied nutmeg, nutmeg 
pickles, nutmeg dodol, nutmeg jam and syrup and other processed snacks. 

In Indonesia, Aceh Province is one of the centers producing nutmeg. Aceh Province 
was ranked first among the provinces of other nutmeg production centers with average 
production from 2012 to 2016 amounting to 7,959 tons. Then ranked second as the nutmeg 
production center, namely North Maluku province with an average production from 2012 to 
2016 amounting to 6,128 tons. Other provinces have production averages below 5000 tons 
(Secretariat General of the Ministry of Agriculture, 2016). 

The development of nutmeg plants in Aceh needs serious attention considering that 
Aceh Nutmeg will be developed as one of the leading commodities. South Aceh has nutmeg 
gardens of 30,000 hectares. However, 5,000 hectares of gardens have died in recent years 
due to pests. As a result the productivity of the average tree decreases. In 2002, the yield of 
nutmeg trees could still reach 30 kg per tree but the last harvest season in 2013 was only 
about 1 kg per tree (Forum Pala Aceh, 2012). 

In order to increase the role of nutmeg commodities both domestically and 
internationally as well as to improve the welfare of farmers, appropriate efforts are needed, 
namely through the development of nutmeg plants in the centers of nutmeg development. 
Likewise with the nutmeg commodity in South Aceh Regency. This nutmeg is included in 
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plantation crops which have the largest planting area in South Aceh Regency, which is 
15,821 hectares. The most widely cultivated nutmeg is in Meukek District (3,785 hectares) 
and Tapaktuan District (2,177 hectares). In 2015, the production of nutmeg in South Aceh 
Regency reached 6,614 tons; Meukek sub-district produces 2,082 tons and Tapaktuan sub-
district produces 1,022 tons (BPS, 2016). 

Soil analysis determines the level of suitability of the soil to agricultural activities and 
the types of plants planted, for example the level of suitability of nutmeg plants in Tapaktuan 
Sub-district, South Aceh Regency. Tapaktuan District is one of the sub-district in South Aceh 
which is a plantation area with nutmeg commodities. The information for land suitability 
classes in Tapaktuan sub-district is still very limited. Therefore evaluation for land suitability 
for plantation crops in this place needs to be done considering this place has extensive land 
and has the potential to develop plantation crops especially nutmeg plants. With information 
on land suitability classes for the development of plantation crops, it is expected that 
appropriate fratis management can be carried out to increase production and improve 
community welfare in Tapaktuan Subdistrict, South Aceh Regency. 
 

MATERIALS AND METHODS OF RESEARCH 
 

The location of the study was carried out in Tapak Tuan subdistrict, South Aceh 
Regency. The object of this research is nutmeg farming in Tapak Tuan District, South Aceh 
Regency. The scope of the research is about the strategy of developing and evaluating 
nutmeg land suitability in South Aceh District. The population in this study were nutmeg 
farmers in Tapak Tuan Subdistrict who had nutmeg planting area above 200 ha, so the 
selected villages were Gunung Kerambil Village, Batu Itam Village, Air Itam Village, and 
Panton Luas Village. Sampling from each village was 10% of the total number of farmers so 
that there were 53 samples of nutmeg farmers, 8 farmers in Gunung Kerambil Village, 11 
farmers in Batu Itam Village, 17 farmers in Air Pinang Village, and 16 farmers in Panton Luas 
village. 

Data collection is done using primary and secondary data. Primary data is obtained 
through surveys conducted by researchers to collect data by interviews using instruments in 
the form of questionnaires while secondary data is obtained through documents and 
literature. The variables observed were nutmeg farming, land suitability, strategy, and 
Strengths Weakness Opportunity Threats (SWOT). 
 

RESULTS AND DISCUSSION 
 

Characteristics of Respondents. Characteristics of respondents describe the identity of 
respondents divided into age, education level, family dependents, and farming experience. 
The description of the respondent characteristics was obtained from the results of distributing 
questionnaires to nutmeg farmers in the research location. Characteristics of respondents in 
the study location can be seen in Table 1 below. 
 

Table 1 – Characteristics of Respondents in Research Sites 
 

No. Characteristics of Respondents Value 
1 Average Age (Year) 49 
2 Education (People) 

 
 

1. Elementery School 27 

 
2. Middle School 14 

 
3. High School 7 

 
4. Diploma/Bachelor 5 

3 Average Family Dependent (Person) 5 
4 Average Farm Experience (People) 18 

 

Source: Primary Data (2018). 

 
Based on Table 1 shows that the age of farmers classified as productive age is 49 

years old. At productive age, farmers can be more active and motivated to increase the 
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quantity and quality of their farming quality. The education level of respondents in the 
location is still relatively low, from 53 farmers who were sampled 27 people with elementary 
education. Family dependents in the research location from the results obtained on average 
farmers have as many as 5 people, which mean that each farmer has the responsibility to 
provide 5 people from the business they run. Table 1 also shows that the average farming 
experience of farmers in the research location is 18 years. 

Identification of Internal Factors. Based on the results of the identification of the internal 
environment, several strengths and weaknesses were found to influence the development of 
nutmeg plants. Identification of the internal environment was carried out with a questionnaire 
assistance tool and interviews were conducted with farmers who were sampled in 4 villages 
which were the research samples. The results of identification of the internal environment 
can be seen in table 2. 
 
Table 2 – Factors of strengths and weaknesses possessed from identification of internal environment 

 

No Strengths Weakness 

1. Fertile soil conditions that support the growth of 
nutmeg plants 

The Role of the Farmers Group Has Not Fully 
Functioned 

2. The Nutmeg Harvest Season that Continues to 
Produce All Time 

Farmers Are Less Active in Receiving New 
Information 

3. Cultivation that is carried out on a gradual basis so 
as to make farmers have a fairly long experience 

No Training Has Been Held to Prevent Disease 
Attacks 

4. Supporting and Experienced Workers in Cultivation Technology Used by Traditional Farmers 
5. Tapak Tuan District, South Aceh Regency One of the 

Widest Areas of Pala Plants 
Unoptimal Processing of Nutmeg Products 

 

Source: Primary Data (2018). 

 
Based on the data shows that the soil conditions in Tapaktuan Sub-district have a high 

fertility rate that is suitable for the growth of nutmeg plants, but has not been well treated and 
has not been optimally utilized. The fertile soil condition is one of the strength factors that 
also influences the prospect of developing nutmeg in Tapaktuan Sub-district, so it is given a 
rating rating of 4, stating a very large strength. Nutmeg harvesting season in Tapaktuan Sub-
district has been fruiting at the age of 7-8 years, and is generally harvested every day by 
picking it using poles or left to fall to the ground and then taken. The nutmeg harvesting 
season that continues to bear fruit throughout the period is an important factor in the effort to 
develop nutmeg in Tapaktuan Sub-district, so it is given a rating value of 2 which states a 
moderate strength. 

Nutmeg plants in Tapaktuan Sub-district have been developed for a long time, around 
20 years, this is in accordance with the results of identification in the field which shows that 
on average the respondents have 18 years of farming experience. This condition illustrates 
that nutmeg farming is very prospective to be developed in Tapaktuan Sub-district in an effort 
to increase people's income so that it is given a rating rating of 3 which states great strength. 
Experienced workers are a force for the development of nutmeg plantations in Tapaktuan 
Sub-district and are given a rating value of 2 which states moderate strength. The location of 
the study shows that the Pala plants in Tapaktuan Sub-district as one of the largest regions 
producing nutmeg are a force for the development of nutmeg plantation business so they are 
given a rating rating of 1 which states a small strength. 

Based on the results of the data at the study site, information was obtained that the 
nutmeg farmer groups formed in Tapaktuan Sub-district did not yet have a significant role in 
the development of nutmeg agribusiness, because they were still limited to formation groups 
that were not well organized. The role of farmer groups that have not fully functioned can 
influence the success of the business of developing nutmeg plants in Tapaktuan Sub-district 
so that they are given a rating of 4 which states that weaknesses are less significant. 

Based on the results of the data show that nutmeg farmers in Tapaktuan Sub-district 
did not have access to information regarding both cultivation and processing technology and 
to the development of nutmeg commodity sales prices so that it was influential in nutmeg 
plantation business. There has been no training conducted by PPL for the prevention of pala 
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plants and major diseases that affect the productivity of nutmeg plants which can directly 
reduce farmers' income, so they are given a rating of 3 which states significant weaknesses. 
The application of this still traditional technology to the business of developing nutmeg plants 
will reduce the productivity and income of nutmeg farmers, so that they are given a rating 
rating of 1 that expresses significant weaknesses. Processing of nutmeg yields that have not 
been optimal by farmers is a factor that influences the business of developing nutmeg plants, 
so it is given a rating value of 1 which states a very significant weakness. 

Identification of External Factors. Identification of the external environment was 
obtained from the results of discussions carried out on elements from the South Aceh 
Agriculture Service and the Agricultural Extension Agency in Tapaktuan District. The results 
of identification of the External environment can be seen in table 3. 
 

Table 3 – Factors of opportunities and threats possessed from identification of the external 
environment 

 

No Strengths Weakness 

1. Increased Demand for High Customer Markets Number of Competitors Producing Nutmeg in Other 
Regions 

2. Climate and Weather Factors That Support The existence of pest attacking nutmeg 
3. Promising nutmeg prospects Decrease in production 
4. Nutmeg Can Be Processed Into Various Agro-

Industry 
There Is No Government Support Regarding Nutmeg 
Products Processing Technology 

5. Nutmeg seeds are quite available Not yet optimal counseling about processing nutmeg 
products 

 

Source: Primary Data (2018). 

 
Based on the data shows that the increase in high customer market demand is one of 

the opportunities that affect the development of nutmeg farming, so it is given a rating rating 
of 4 which states a very large opportunity. Results Data at the study site obtained information 
that the climate and weather in Tapaktuan Sub-district were very suitable for the growth of 
nutmeg plants, so they were given a rating of 4 which stated a very large opportunity. 

Based on the data, the price of one kilogram of nutmeg (approximately 20) costs Rp. 
3,700, dried young nutmeg Rp. 38,000 kg-1, The promising prospect of nutmeg is one of the 
factors that can influence the development of nutmeg in Tapaktuan District, South Aceh 
Regency, so that it is given rating value 3 which states a great opportunity. Nutmeg can be 
processed into various types of agro-industry products, which is one of the factors that can 
influence the development of nutmeg farming in Tapaktuan Sub-district, so that it is given a 
rating of 3 which states a great opportunity. The results of the data show that the parent trees 
that will be used as a source of nutmeg seedlings in Tapaktuan Sub-district are quite 
available, so they do not become an obstacle in developing the nutmeg commodity, and are 
given a rating rating of 3 which states a great opportunity. 

The number of competitors that produce nutmeg in other regions is one of the threat 
factors that can affect the development of nutmeg in Tapaktuan Sub-district, so it is given a 
rating of 4 which states a less significant threat. The presence of pests and nutmeg disease 
resulting in losses at the level of farmers in Tapaktuan Sub-district is one of the factors that 
can affect the development of nutmeg plantations, so this condition is given a rating rating of 
3 which states a significant threat. 

Nutmeg can decrease production due to pest and plant disease attacks because of 
lack of knowledge and skills of farmers in cultivating nutmeg plants and can affect the 
productivity of nutmeg plants, so it is a threat factor in the development of nutmeg plantations 
in Tapaktuan District, this condition is rated 2 which states a significant threat. The absence 
of government support regarding the technology of processing nutmeg products is an 
obstacle in the business of developing nutmeg commodities especially in Tapaktuan Sub-
district, so that it is a threat factor to the development of nutmeg plantations, this condition is 
given a rating rating of 1 which is a very significant threat. Not yet optimal counseling about 
processing nutmeg products is one of the factors that can influence the development of 
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nutmeg plantations in Tapaktuan Sub-district, so that it is a threat, so it is given a rating value 
of 2 which states a significant threat. 

IFE (Internal Factor Evaluation) Matrix Analysis. The factors analyzed are the key 
internal factors for developing nutmeg plants. These strategy factors are factors that become 
strengths and weaknesses which consist of weight values and scores. Score as in table 4 
below: 
 

Table 4 – Results of the IFAS SWOT Analysis of Nutmeg Development in Tapak Tuan District 
 

Internal factors Weight Rating Score 
Strenght 
The fertile soil condition of Berlin supports the growth of nutmeg 0,14 4 0,57 
Harvest season that always bears fruit of all time 0,09 2 0,17 
Cultivation that is carried out on a gradual basis so as to make farmers have a fairly 
long experiance 0,11 3 0,34 
Workers who support and are experienced in nutmeg cultivation 0,06 2 0,17 
Tapak Tuan District is one of the largest regions producing nutmeg 0,06 1 0,06 
SUB TOTAL 0.49 12 1.31 
Weakness 
The Role of the Farmers Group Has Not Fully Functioned 0.14 4 0.57 
Farmers are less active in receiving new information 0.14 4 0.57 
No Training Has Been Held to Prevent Disease Attacks 0.11 3 0.34 
The technology used by farmers is still traditional 0.06 1 0.06 
Processing of nutmeg yields that have not been optimal 0.06 1 0.06 
SUB TOTAL 0.51 13 1.6 
Total   2.91 
 

Source: Primary Data (2018). 

 
According to the results of calculations in Table 4, the overall total score of the internal 

factors of nutmeg crop farmers that respond to strengths and weaknesses is 2.91. This 
shows that nutmeg planters are able to use strength to reduce their weaknesses with a 
subtotal strength score of 1.31 and a subtotal weakness score of 1.6. 

EFE Matrix Analysis (External Factor Evaluation). External factor analysis defines 
opportunity factors that can be exploited and threat factors that must be faced by nutmeg 
farmers. External key factors which consist of weight values and ratings and scores as in 
table 5 below: 
 
Table 5 – Results of SWOT Analysis of EFAS Matrix on Nutmeg Development in Tapak Tuan District 

 

Internal Factors Weight Rating Score 
Opportunities 
Increased customer market demand is high 

 
0.13 

 
4 

 
0.51 

Climate and weather factors that support 0.13 4 0.51 
Promising nutmeg prospects 0.10 3 0.31 
Nutmeg can be processed into various types of agro-industries 0.10 3 0.31 
Nutmeg seeds are quite available 0.06 3 0.31 
SUB TOTAL 0,56 17 3,64 
Threats 
Many competitors produce nutmeg in other regions 

 
0.13 

 
4 

 
0.51 

The presence of pests and diseases that attack nutmeg 0.10 3 0.31 
Decrease in production. 0.08 2 0.15 
The absence of government support regarding the technology of processing nutmeg 
products 

0.05 1 0.05 

Unoptimal counseling about processing nutmeg results 0.08 2 0.15 
SUB TOTAL 0,44 12 1,18 
Total   4.82 
 

Source: Primary Data (2018) 

 
According to the results of calculations in Table 5 the overall total score scores of 

external factors from data processing respond to Opportunities and Threats of 4.82. This 
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shows that nutmeg planters are able to take advantage of opportunities to face threats with a 
subtotal strength score of 3.64 and a subtotal threat score of 4.82. 

Formulation of Nutmeg Development Strategy in Tapaktuan District, South Aceh 
Regency IFAS Matrix. The IFAS value obtained is 1.31, which means that nutmeg 
plantations in Tapaktuan District have a strong internal position because they are able to use 
existing power to reduce their weaknesses. The highest weighting factor and the highest 
ranking is a factor that greatly affects nutmeg plantations in Tapaktuan District. The IFAS and 
EFAS matrices from the results of the SWOT analysis can be seen in Table 6 below: 

 
Table 6. Matriks IFAS and EFAS 
 

IFAS 
EFAS 

Strengths (S) Weaknesses (W) 

Opportunities (O) Strategy (SO) 1,31 + 3,64 = 4,96 Strategy (WO) 1,60 + 3,64 = 5,24 
Threats (T) Strategy (ST) 1,31+ 1,18 = 2,49 Strategy (WT) 1,60+ 1,18 = 2,78 

 

Source: Primary Data (2018). 

 
Based on the IFAS and EFAS matrix in table 6 above, the WO strategy of 5.24 is 

located in the third quadrant, meaning that the main strategy that must be applied by 
Tapaktuan Sub-district to develop nutmeg plantations is a turn around strategy, which seeks 
to minimize weaknesses to take advantage of the opportunities that exist. This strategy 
improves or overcomes internal weaknesses to take advantage of external opportunities. The 
WO strategies generated are: 
 

 
 

Figure 1 – Nutrient land suitability map at the research location 

 
Participating in training held by the government regarding the processing of nutmeg 

products. The government can make training in nutmeg processing in the form of agro-
industry so that it can add value to nutmeg products. Conduct training in business 
management and business finance and technical guidance on the application of nutmeg 
processing technology. 

The results obtained in the IFAS matrix show that the weakness factor is very 
prominent (54.90%) while the strength factor is less prominent (45.10). The EFAS matrix 
which is very prominent is the opportunity factor (75.53%) while the threat factor is less 
prominent (24.47%). 

Land Suitability Analysis. A land map unit based on the results of research in the field. 
The land map unit that has been created in the form of nutmeg land suitability map can be 
seen in Figure 1 below. 
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The results of research on nutmeg suitability in the four villages sampled were Gunung 
Kerambil Village, Panton Luas, Batu Itam, and Air Pinang Village divided into 4 land 
suitability classes namely SPL I, SPL II, SPL III, and SPL IV. Land characteristics used to 
measure land suitability classes in the 4 classes are temperature (daily average 
temperature), water availability (rainfall, air humidity, and dry period), as well as erosion 
hazard (slope, and erosion hazard). The class of nutmeg compatibility in Tapaktuan 
Subdistrict divided in SPL I was in the Village of Mount Kerambil I, Mount Kerambil II, Mount 
Kerambil III, Batu Itam I, Batu Itam II, Batu Itam III, Batu Itam IV, Batu Itam V, Batu Itam, 
Extensive Pantan I, and Extensive Pantan II. In all the villages above have the same Land 
Use / Land Characteristics Requirements with an average temperature of 27.1 ◦C (S1), 
rainfall ie 3250 mm (S3), air humidity 60-95% (S1), Duration of Dry Period <2 month (S1), 
slope <8% (S1) and low erosion hazard (S1) so that it can be concluded from the above data 
for the land suitability class on SPL 1 that there is a heavy limiting factor on water availability 
with rainfall of 3250 mm. 

The class of nutmeg conformity in Tapaktuan Subdistrict divided into SPL II was in the 
Village of Mount Kerambi I, Mount Kerambil II, Mount Kerambil III, Mount Kerambil IV, Mount 
Kerambil V, Mount Kerambil VI, Mount Kerambil VII, Gunung Kerambil VIII, Gunung Kerambil 
IX , Mount Kerambil X, Mount Kerambil, XI, Mount Kerambil XII, Gunung Kerambil XIII, 
Mount XIV, Mount Kerambil XV, Batu Itam I, Batu Itam II, Batu Itam III, Batu Itam IV, 
Extensive Pantan I, Extensive Pantan II, Pantan Extent III, Pantan Area IV, Pantan Area V, 
Pantan Area VI, Pantan Area VII, Pantan Area VII, Pantan Extent VIII, Extensive Pantan IX, 
Pantan X, Water Pinang I, Water Pinang I, Air Pinang II, Air Pinang III, Air Pinang III IV, 
Areca Palm V, Areca Palm, Areca Palm VII, Areca Palm VIII, Areca Palm IX, Areca Palm X, 
Areca Nut XI, Areca Nut XII, and Areca Nut XIII. In all the villages above have the same Land 
Use / Land Characteristics Requirements with an average temperature of 27.1 ◦C (S1), 
rainfall ie 3250 mm (S3), air humidity 60-95% (S1), Duration of Dry Period <2 month (S1), 
slope 16-25% (S3) and severe erosion hazard (S3) so that it can be concluded from the 
above data for the land suitability class on SPL II is S3wa, eh there is a heavy limiting factor 
on water availability with rainfall of 3250 mm and erosion hazards seen on% slopes and 
erosion hazards. Whereas for slopes and erosion hazards can be improved by conservation 
techniques of making terraces with bench terraces (Hidayat, 2006). 

The class of nutmeg conformity in Tapaktuan Subdistrict divided into SPL III is in 
Gunung Kerambil I Village, Kerambil II Mountain, Kerambil III Mountain, Kerambil IV 
Mountain, Kerambil V Mountain, Kerambil VI Mountain, VII Kerambil Mountain, Kerambil VIII, 
Air Pinang I , Pinang II, Pinang III, Extent I, Extent II, Extent III, Extent of Extent IV, Extent of 
Extent V, and Extensive Pantan VI. In all the villages above have the same Land Use / Land 
Characteristics Requirements with an average temperature of 27.1 ◦C (S1), rainfall ie 3250 
mm (S3), air humidity 60-95% (S1), Duration of Dry Period <2 month (S1), slope 26-40% 
(S3) and severe erosion hazard (S3) so that it can be concluded from the above data for the 
land suitability class on SPL III is S3wa, eh there is a heavy limiting factor on water 
availability with rainfall of 3250 mm and erosion hazards seen on% slopes and erosion 
hazards. 

The class of nutmeg suitability in Tapaktuan Subdistrict is divided into SPL IV in the 
Village of Pantan Luas I and Pantan Luas II. In all the villages above have the same Land 
Use / Land Characteristics Requirements with an average temperature of 27.1 ◦C (S1), 
rainfall ie 3250 mm (S3), air humidity 60-95% (S1), Duration of Dry Period <2 month (S1), 
slope> 40% (N) and severe erosion hazard (N) so that it can be concluded from the data 
above for land suitability classes in SPL IV that N is a heavy limiting factor on water 
availability with rainfall of 3250 mm and erosion hazard which is seen on% slopes and the 
erosion hazard is very heavy. 
 

CONCLUSION 
 

Based on the SWOT analysis of strategies carried out by farmers for nutmeg 
development namely (1) improving product quality through improved maintenance and 
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business planning management and developing market access information, (2) Increasing 
nutmeg productivity through eradicating plant pests and diseases, and (3) Increasing the 
quality of HR of nutmeg farmers and PPL officers. 

Based on the analysis of land suitability, it was found that the land suitability class SPL 
I, SPL II, SPL III was S3wa, uh meaning that development could still be carried out in the 
regions included in the SPL I, II, and III classes in addition to making horseshoe terraces. 
Whereas the SPL IV land suitability class is N which means it is not feasible to develop 
nutmeg on the land. 
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ABSTRACT 
The trend of internet uses in daily activities causes changes in the way business and society 
work. Business owners are now competing to offer better products and switch to online 
transactions. This intense competition causes marketers to find ways to be able to compete. 
In terms of e-commerce, the quality of service is the main factor of a successful e-business. 
The purpose of this study is to analyze the relationship between e-service quality, customer 
satisfaction, and consumer behavioral intentions. The data was obtained from 41 online shop 
consumers through an online survey using structural equation modeling (SEM). The results 
showed that positive evaluation of e-service quality will positively impact customer 
satisfaction and behavioral intention. Customer satisfaction also has a positive impact on 
consumer behavioral intention. This study suggests that practitioners use the model to 
allocate resources to essential quality attributes, or those that are low-performance, which is 
needed to improve customer satisfaction and positive consumer behavioral intentions. 
 
KEY WORDS 
E-service quality, e-satisfaction, behavioral intention, online shop. 
 

Nowadays, the trend of internet usage through mobile devices is increasing and 
modern societies’ lives are integrated with smartphones (Hamdani, 2016). This is a result of 
the digital revolution that has been taking place over the past half century. The digital 
revolution also greatly affects the way business and society work. Conventional industries 
are slowly being replaced by digital-based industries. The physical units of business has now 
being replaced by websites and applications. This shows that in this new digital environment, 
the use of websites and applications is important to build company's reputation which could 
influence consumer buying behavior. Conventional companies are now starting to offer and 
conduct online transactions (e-commerce). 

Electronic commerce is currently growing very rapidly. This can be seen from the large 
number of Indonesia e-commerce transactions that continue to increase each year. From 
2013 to 2017, the increase reached more than 50 percent (Databoks, Katadata Indonesia 
(2017)). This trend is now in demand because online purchase decision-making process is 
not as complex as the process done offline. Consumers get the benefits of e-commerce such 
as finding the exact products that they want to buy, comparing prices, the ease to obtain 
domestic and foreign products, the quality of the product that are as good as the ones in 
offline stores, and so on. 

However, online transactions have shortcomings that will affect the implementation 
process. Transaction processes that are not supported by sufficient receipts can lead to 
scams and fraud, especially when the buyers and sellers do not know each other. There is a 
high risk of fraud in online transactions, such as unilateral cancellations, items not being 
sent, refunds, misleading information, and dispute resolution. Apart from these advantages 
and disadvantages, online businesses continue to grow rapidly despite all the risks. 

Many researches have been done to find the determinants of the success of these e-
commerce based companies. One of them was done by Lee and Lin (2005) which stated that 
the main determinant of the success and failure of e-commerce based companies not only 
lies on the presence of company websites and low prices, but also the service quality. 
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Delivering service quality means
important strategy for marketers to 
standards and satisfying customer’s 

Companies will try to increase consumer demand
producers need to understand
customer satisfaction and potential consumers. P
service quality lead to customer
intentions. This study aims to study these relationships and provide a more comprehensive 
understanding of phenomena that are relevant to academics and practitioners. The
research questions of this study

 What is the relationship between
 What is the relationship between 

intentions? 
 What is the relationship between e

intentions? 
The purposes of this study are

 To analyze the relationship between 
 To analyze the relationship of satisfaction and 
 To analyze the relationship of e

 
CONCEPTUAL FRAMEWORK AND HYPOTHESES

 
The conceptual framework

second order construct measurements
outcome, and recovery. In addition, Fi
between e-service quality, customer
definition of e-service quality was first defined by Zeithaml, Parasuraman, and Malhotra
(2002) as the extent of web
products and services efficient

Collier and Bienstok (2006) measured perceived 
based on the unique characteristics of service quality perceptions in
dimensions (based on interactive processes that take place online), results (results of how 
the product or service are delivered), and recovery (the way
to increase the understanding of how customers 

The interactive process and
websites are represented by five dimensions: privacy, design, information accuracy, ease of 
use, and functionality. The result dimension
order timeliness, order accuracy, and order conditions. The
has three other dimensions, namely interactive fairness, procedural fairness, and outcome 
fairness. 
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Delivering service quality means being consistent with customers’ expectations. This is an 
important strategy for marketers to be standout with great services they offer

and satisfying customer’s needs. 
ompanies will try to increase consumer demand for goods and services offered. Thus,

to understand what elements of shopping experience are very important f
customer satisfaction and potential consumers. Previous studies showed 

lead to customer’s satisfaction, which will lead to beneficial behavioral 
ntentions. This study aims to study these relationships and provide a more comprehensive 
understanding of phenomena that are relevant to academics and practitioners. The

this study can be stated as follows: 
tionship between e-service quality and customer satisfaction?

What is the relationship between customer satisfaction and consumer behavior 

What is the relationship between e-service quality and consumer behavior

is study are: 
To analyze the relationship between e-service quality and customer satisfaction

lationship of satisfaction and consumer behavior intentions;
the relationship of e-service quality and consumer behavior

CONCEPTUAL FRAMEWORK AND HYPOTHESES 

onceptual framework in this study is shown in Figure 1. This model displays the
measurements of e-service quality through dimension

outcome, and recovery. In addition, Figure 1 also shows the hypotheses
, customer satisfaction and consumer behavioral 

service quality was first defined by Zeithaml, Parasuraman, and Malhotra
(2002) as the extent of websites in facilitating e-commerce transactions and delivering 

efficiently. 
Collier and Bienstok (2006) measured perceived e-service quality using 3 dimensions 

the unique characteristics of service quality perceptions in online settings
dimensions (based on interactive processes that take place online), results (results of how 

delivered), and recovery (the way service failure is 
understanding of how customers evaluate the quality of e-services.

The interactive process and quality dimensions that occur between consumers and 
websites are represented by five dimensions: privacy, design, information accuracy, ease of 

ality. The result dimension has other dimensions for measurement, namely 
order timeliness, order accuracy, and order conditions. The recovery dimension in e

three other dimensions, namely interactive fairness, procedural fairness, and outcome 

 

Figure 1 – Conceptual Framework 

ctations. This is an 
they offer by setting 

for goods and services offered. Thus, 
are very important for 

 that perceptions of 
will lead to beneficial behavioral 

ntentions. This study aims to study these relationships and provide a more comprehensive 
understanding of phenomena that are relevant to academics and practitioners. Therefore, the 

customer satisfaction? 
consumer behavior 

service quality and consumer behavioral 

customer satisfaction; 
consumer behavior intentions; 

consumer behavioral intentions. 

 

in this study is shown in Figure 1. This model displays the 
through dimension processing, 

also shows the hypotheses of the relationship 
isfaction and consumer behavioral intentions. The 

service quality was first defined by Zeithaml, Parasuraman, and Malhotra 
commerce transactions and delivering 

using 3 dimensions 
online settings: process 

dimensions (based on interactive processes that take place online), results (results of how 
service failure is being handled), 

services. 
quality dimensions that occur between consumers and 

websites are represented by five dimensions: privacy, design, information accuracy, ease of 
has other dimensions for measurement, namely 

recovery dimension in e-service 
three other dimensions, namely interactive fairness, procedural fairness, and outcome 

 



RJOAS, 1(85), January 2019 

115 

The model of service encounter evaluation by Bitner (1990) showed a very close 
relationship between meeting service satisfaction and perceived service quality. The attitude 
and behavior of employees affect the perceived service performance. In an online context, 
Szymanski and Hise (2000) defined e-satisfaction as a cumulative effect from a series of 
customer experiences with service providers in a given time. In line with these opinions, 
Anderson and Srinivasan (2003) stated that e-satisfaction relates to customer purchase 
experience in certain e-commerce companies. Previous researches have concluded that 
customer satisfaction is driven by various quality attributes (Collier and Bienstock, 2006; 
Cristobal et al., 2007; Gounaris, 2010; Szymanski and Hise, 2000). That means, how the 
services are provided is important to improve customer satisfaction. Finally, positive (or 
negative) consumer perceptions of e-service quality will result in satisfaction (or 
dissatisfaction). 

In the context of conventional market in various services, previous researches has 
found a significant positive relationship between perceived service quality and consumer 
behavior (eg Carlson and O'Cass, 2010; Cronin et al., 2000; Parasuraman et al., 1988; 
Zeithaml et al., 1996). Meanwhile in the context of electronic environment, perceived e-
service quality has the potential to increase behavioral intentions such as reviewing 
websites, increasing site visits, buying intentions and positive recommendations, which can 
maximize the advantage of e-commerce (Santos, 2003). The intention of consumer behavior 
referred in this study was analyzed by measuring the intention to repurchase, the desire to 
pay more, the desire to move, and complaints delivered to the company. This perceived 
positive e-service quality can later be seen on the relationship between e-service quality and 
consumer behavioral intentions. If the consumer's evaluation of e-service quality is positive, 
then consumers will show a tendency to repurchase, pay more, and reluctant to move or 
make complaints to the company. On the contrary, if the consumer's evaluation of e-service 
quality is negative, consumers will tend to stop buying, move to other competitors, and make 
complaints outside the company (negative word-of-mouth). 

Previous studies on service quality, both conventional and internet-based service, 
indicated that satisfaction has a strong positive relationship with consumer positive 
behavioral intentions (Carlson and O'Cass, 2010; Collier and Bienstock, 2006; Cristobal et 
al., 2007). On the contrary, dissatisfied consumers will find alternative websites and be easily 
lured into competitor's website, avoid website approach, and reduce the dependency on the 
website (Anderson and Srivinasan, 2003). In the same context, it can be concluded that 
consumers who are satisfied with the delivery of e-service experience (through various 
quality dimensions of a website) will tend to show positive behavioral intentions. 

The hypotheses can be formulated based on the framework above as follows: 
 There is a positive relationship between perceived e-service quality and customer 

satisfaction; 
 There is a positive relationship of satisfaction consumers of consumer behavior 

intentions; 
 There is a positive relationship between perceived e-service quality and behavioral 

intentions. 
 

METHODS OF RESEARCH 
 

The location of the research is chosen based on phenomena or problems in 
accordance with the research objectives. The research was conducted in an online shop in 
Malang established in 2017 which provides vegetables. The samples were obtained using 
non-probability sampling with convenience sampling technique. Convenient sampling is a 
type of non-probability sampling method in which samples are taken from a group of people 
who are easy to reach (Wrenn et al., 2002). The method was chosen to collect the data 
based on the findings found in previous research on e-service quality and website 
effectiveness that the approach convenience sampling is an efficient and acceptable 
sampling method for adoption. (Gummerus, 2004; Carlson, 2010). There were 41 
respondents in this study. According to the rule of thumb by Roscoe (1975) in Sugiyono 
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(2012), this number has fulfilled the minimum sample in a research, so that data analysis can 
be done. 

The data was obtained using online questionnaire and observation. The questionnaire, 
which contained several closed questions, were distributed online through a website. The 
answers were in form of Likert Scale with five categories: strongly disagree to strongly agree 
(1 - 5). The validity and reliability of the data were tested using PLS (Partial Least Square) 
before being analyzed to find the relationship between the constructs. 

This study uses PLS as an analytical tool with several considerations, including how 
PLS making no assumptions on distribution, being able to estimate complex models when 
using small sample sizes and not requiring interval scale measurements. Furthermore, PLS 
is not obstructed by collinearity between manifest variables. Chin (1998) states that the 
minimum sample size required for covariance-based techniques (e.g. AMOS and LISREL) is 
200, while in PLS, the minimum sample size ranges from 30 to 100. Therefore, the sample 
size of this study met the required amount to use PLS. 
 

RESULTS AND DISCUSSION 
 

Evaluation of Measurement Model: 
Outer Model. The testing of validity was done using analysis convergent validity and 

discriminant validity, while the reliability test is seen from the composite reliability and 
Cronbach's alpha. Table 1 shows the results of the test Convergent validity 1st where all the 
indicators in the research are valid, as Chin (1995) stated that the rule of thumb for 
convergent validity is > 0.7. Besides convergent validity, indicator validity can also be 
measured using discriminant validity, where the test results are shown in Table 2. 
The discriminant validity was calculated using a cross correlation with the criterion: if the 
value loading factor in a corresponding variable is greater than the indicator correlation value 
on the other variables, then the indicator is declared valid in measuring the corresponding 
variable. Therefore, it could be concluded that each indicator is valid in measuring each 
variable. 
 

Table 3 – Validity Test Results of 2
nd

 Order Formative Model 
 

Variables Dimensions Weight SE P value 

Perceived E-Service Quality 
Process 0.348 0.135 0.007 
Outcome 0.343 0.135 0.008 
Recovery 0.349 0.135 0.007 

 

Source: WarpPLS5.0, 2018 data (processed). 

 
Unlike the reflective indicators, formative indicators are not correlated. Instead, they 

compare weights (weight) of each indicator so that which indicators contribute most to the 
construct can be determined. Based on the results of the validity test above, the value 
of p < α = 5%, therefore, the three dimensions in perceived e-service quality are valid. 
 

Table 4 – Test Results 
 

Variable Dimension Composite Reliability Cronbach’s Alpha 

Perceived e-service quality 
Process 0.970 0.961 
Outcome 0.952 0.924 
Recovery 0.974 0.959 

Customer satisfaction 0.974 0.960 
Consumer behavior intention 0.922 0.894 

 

Source: WarpPLS5.0, 2018 data (processed). 

 
Based on the table above, the composite reliability values in the dimension process, 

outcome, recovery, customer satisfaction and consumer behavior intention are greater than 
0.7. Based on the calculations of all composite reliability indicators that measure these 
dimensions, they are declared reliable. Furthermore, the value of Cronbach's Alpha on the 



dimensions of the process, outcome, recovery, customer satisfaction and dimensions of 
consumer behavior intention is greater than 0.6. Thus, all 
dimensions are declared reliable.

Inner Model. The evaluation of 
of the inner models evaluation are as follows:
 

Table 5 
 

Endogen
Customer satisfaction

Consumer behavioral 
 

Source: WarpPLS5.0, 2018 data (processed)

 
The results above indicate that the diversity of customer satisfaction variables can be 

explained by perceived e-service quality
The diversity of consumer behav
quality and customer satisfaction

Hypothesis Testing: 
The testing criteria state that if the path coefficient is positive and

significance (Alpha (α = 5%)), then there is a positive and significant relationship between 
exogenous and endogenous variables. The results of 
the following figure: 
 

 

 
Perceived e-Service Quality

The relationship of perceived e
coefficient of 0.451 with a P Value of <0.001. The test results show that the path 
positive and p value < level of significance (Alpha (α = 5%)). This shows that there is a 
positive and significant relationship
satisfaction. These results indicate that the more positive 
more the customer satisfaction

E-service quality has been treated as a reliable tool to obtain a sustainable competitive 
advantage, which means that aspects of service quality process a substantial strategic 
for the organization. When online stores are
become an important factor in determining the success or failure of 
consumers' online shopping experiences (Yang, 2001 in Rahman and Miazee, 20
online-based company wants to succeed, all 
integrated in terms of systems, networks, procurement
The key element of business achievement is quality (Dale, 1999 in Rah
2010). Without a quality management approach, it is guaranteed that the quality of the 
system, its staff and suppliers
customers. 

Customer Satisfaction 
Intentions. The relationship between 
produces a path coefficient of 0.352 with P Value of <0.01. The test results show that the 
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dimensions of the process, outcome, recovery, customer satisfaction and dimensions of 
consumer behavior intention is greater than 0.6. Thus, all the indicators that measure these 
dimensions are declared reliable. 

valuation of the inner models was done using R2 and Q
evaluation are as follows: 

Table 5 – Evaluation Results of Inner Models 

Endogen R-Square 
Customer satisfaction 0.203 

Consumer behavioral intention 0.283 

Source: WarpPLS5.0, 2018 data (processed). 

The results above indicate that the diversity of customer satisfaction variables can be 
service quality of 20.3% with the ability strong predictions (Q

diversity of consumer behavioral intentions can be explained by perceived e
customer satisfaction by 28.3% with strong predictive abilities. 

testing criteria state that if the path coefficient is positive and the
significance (Alpha (α = 5%)), then there is a positive and significant relationship between 
exogenous and endogenous variables. The results of the hypothesis testing can be found in

 

Figure 2 – Inner Model 

Service Quality Has a Positive Relationship with Customer satisfaction
relationship of perceived e-service quality to customer satisfaction produces a path 

coefficient of 0.451 with a P Value of <0.001. The test results show that the path 
positive and p value < level of significance (Alpha (α = 5%)). This shows that there is a 
positive and significant relationship between perceived e-service quality 
satisfaction. These results indicate that the more positive the perceived e-

customer satisfaction will increase. 
uality has been treated as a reliable tool to obtain a sustainable competitive 

advantage, which means that aspects of service quality process a substantial strategic 
online stores are rapidly growing, their service qualities

become an important factor in determining the success or failure of 
consumers' online shopping experiences (Yang, 2001 in Rahman and Miazee, 20

wants to succeed, all the aspects of its services must be tightly 
integrated in terms of systems, networks, procurements, shipping, and customer support

key element of business achievement is quality (Dale, 1999 in Rah
uality management approach, it is guaranteed that the quality of the 

system, its staff and suppliers will not be able to provide the right level of service to satisfy its 

 has a Positive Relationship with Consumer Behavior
relationship between customer satisfaction and consumer behavior intentions 

produces a path coefficient of 0.352 with P Value of <0.01. The test results show that the 

dimensions of the process, outcome, recovery, customer satisfaction and dimensions of 
indicators that measure these 

and Q2. The results 

Q-Square 
0.200 
0.321 

The results above indicate that the diversity of customer satisfaction variables can be 
20.3% with the ability strong predictions (Q2> 0). 

can be explained by perceived e-service 
 

the p value < level of 
significance (Alpha (α = 5%)), then there is a positive and significant relationship between 

sis testing can be found in 

Customer satisfaction. 
service quality to customer satisfaction produces a path 

coefficient of 0.451 with a P Value of <0.001. The test results show that the path coefficient is 
positive and p value < level of significance (Alpha (α = 5%)). This shows that there is a 

service quality and customer 
-service quality, the 

uality has been treated as a reliable tool to obtain a sustainable competitive 
advantage, which means that aspects of service quality process a substantial strategic role 

their service qualities has 
become an important factor in determining the success or failure of them by affecting 
consumers' online shopping experiences (Yang, 2001 in Rahman and Miazee, 2010). If an 

aspects of its services must be tightly 
, shipping, and customer supports. 

key element of business achievement is quality (Dale, 1999 in Rahman and Miazee, 
uality management approach, it is guaranteed that the quality of the 

will not be able to provide the right level of service to satisfy its 

Consumer Behavioral 
consumer behavior intentions 

produces a path coefficient of 0.352 with P Value of <0.01. The test results show that the 
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path coefficient is positive and p value < level of significance (Alpha α = 5%). This shows that 
there is a positive and significant relationship between customer satisfaction and consumer 
behavioral intentions. This means that the more positive consumer perceptions of 
satisfaction tend to increase consumer behavioral intentions. 

Similarly, the results of Udo's research (2010) showed that there is a strong positive 
relationship between satisfaction and consumer behavioral intentions, in form of intention to 
use e-service regularly, the intention to use electronic services, and the intention to use e-
service in the future. The research conducted by Sivadas (2000) showed that satisfaction 
relates to relative attitudes, repurchases, and recommendations. This attitude could benefit 
the seller in attracting new customers. However, consumers will have a positive attitude if the 
seller could satisfy them and improve the quality of the service. The intention of beneficial 
behavior in this study is represented by repurchase, desire to pay more, desire to move, as 
well as indirect and direct complaints to the organization. 

Perceived e-Service Quality has a Positive Relationship with the Consumer Behavioral 
Intentions. The relationship between perceived e-service quality and consumer behavioral 
intentions produces a path coefficient of 0.270 with p value of <0.01. The test results show 
that the path coefficient is positive and p value < level of significance (Alpha (α = 5%)). This 
shows that there is a positive and significant relationship between perceived e-service quality 
and consumer behavior intentions. This means that higher perceived e-service quality tends 
to increase consumer behavioral intentions. 

Previous e-retail studies have found that there is a direct relationship between e-
service quality and various behavioral intentions. Researchers have found that e-service 
quality is positively correlated with purchase intentions and site visits (Collier and Bienstock, 
2006; Cristobal et al., 2007; Loiacono et al., 2002), the possibility of recommending websites 
to others (Collier and Bienstock, 2006) and leads to a reduction in complaint behavior (Janda 
et al., 2002). In correlation to this study, where good e-service quality is positively correlated 
with repurchase intention and the desire to pay more. This will lessen the desire to move to 
other online shops and make complaints outside the organization. Complaining directly to the 
organization is highly recommended. Consumers who make direct complaints to the 
organization indicate that they are giving the seller a second chance to improve the quality of 
their service. 

Satisfaction as a Mediation between e-Service Quality and Behavior Intention. The 
testing of indirect effects was used to correlate exogenous variables and endogenous 
variables through mediating variables. In this study, the variable that allows mediation is the 
satisfaction variable. This satisfaction variable mediates the exogenous variable (perceived 
e-service quality) to behavioral intentions. The test criteria states that if p value < the level of 
significance (Alpha (α = 5%)), then there is a significant relationship between exogenous 
variables and endogenous variables through mediating variables. In other words, mediating 
variables can significantly mediate between exogenous variables and endogenous variables. 
The results show that the relationship between perceived e-service quality and consumer 
behavior intentions through customer satisfaction produces a p-value of 0.066 (weakly 
significant). The relationship coefficient between of perceived e-service quality and consumer 
behavior intentions through customer satisfaction is 0.159. This means perceived e-service 
quality is positively and significantly related to consumer behavior intentions through 
customer satisfaction. This means higher customer satisfaction caused by better perceived 
e-service quality will have a positive impact on consumer behavioral intentions with low 
significance. These results support the research of Kumar et. al (2013) and Soelasih (2017) 
which stated that satisfaction alone is not enough to shape consumer loyalty. Soelasih 
(2017) categorizes these consumers into shifting loyals, where based on the descriptive 
data, these respondents stated that they are satisfied, but their satisfaction does not cause 
too much desire to buy more products. They are also still unwilling to pay more and 
considering moving. 
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CONCLUSION AND SUGGESTIONS 
 

Based on the results of this study, several things can be concluded and used as 
implications for practitioners in implementing e-service quality. First, e-service quality has a 
positive and significant relationship with customer satisfaction. Based on the descriptive 
analysis results of the e-service quality after evaluating the dimensions of the process, 
outcome, and recovery, the respondents agreed that e-service quality of Online Shop X is 
good. Respondents also agreed that they were satisfied with the services provided by Online 
Shop X. This positive relationship between e-service quality and customer satisfaction 
showed that if consumer perceptions of e-service quality are good, it would have a positive 
impact on customer satisfaction. The dimensions that contribute the most to form e-service 
quality are the dimensions of recovery, where indicators that influence consumer evaluation 
the most are the indicators of the fairness outcome. These results showed the marketers that 
there needs to be clear provisions and guidance in providing compensation to consumers. 
The compensations given can be in the form of apologies, discounts, giving out free products 
or replacements. These clear guidelines or provisions will be useful for managers in handling 
service failures as well as guaranteeing consumers that a service failure will be compensated 
by the company. 

Secondly, e-service quality has a positive and significant relationship to consumer 
behavioral intentions. The results of the descriptive analysis show that respondents have a 
good perception of e-service quality and positive behavioral intentions. A positive and 
significant relationship between e-service quality and consumer behavioral intention indicates 
that if consumer perceptions of e-service quality are good, it will have a positive impact on 
consumer behavioral intentions. The consumer behavioral intentions is mostly reflected by 
the behavioral complaints outside the organization, where consumers are hesitant or neutral 
to complain outside the organization. This indicates that there is a possibility that consumers 
will make complaints outside the organization or also known as negative word-of-mouth. To 
anticipate this, managers and marketers must create an application or evaluation system of 
services to maintain communication with the customers, to get feedbacks on services that 
have been provided, and to facilitate consumers in making complaints when there is a 
service failure. Therefore, when something goes wrong, the company is the first party to 
know, or if it’s possible the only one who knows, about the service failures. 

Lastly, customer satisfaction has a positive and significant relationship with behavioral 
intentions. The descriptive analysis results show that consumers are satisfied with the 
services provided by Online Shop X and have positive behavioral intentions. The positive 
relationship between customer satisfaction and consumer behavioral intention indicates that 
increasing customer satisfaction will have a positive impact on consumer behavioral 
intentions. It will be beneficial to the sellers if they are able to satisfy their customers. In 
addition, satisfaction is a mediating variable that strengthens the relationship between e-
service quality and consumer behavioral intentions. These results need to be considered by 
managers and marketers so that they will be able to implement strategies that focus on 
increasing customer satisfaction and to build long-term relationships with the customers. 
There are ways to accomplish those goals: by placing consumers as a priority, being 
responsive to consumers, and being reliable in fulfilling the needs and desires of consumers. 
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ABSTRACT 
This study aims to determine the level of adoption of lowland rice farmers to super Jajar 
Legowo rice cultivation, knowing the relationship between socio-economic factors of farmers, 
knowing the relationship between the role of farmer group leader and the role of agricultural 
extension officers with the adoption rate of Super Jajar Legowo rice cultivation.This study 
uses a quantitative approach with survey techniques in Jati Village and Suruh Kalang Village, 
Jaten District, Karanganyar Regency. The data collection techniques use interview methods, 
recording and observation. An overview of the socio-economic conditions of agriculture, most 
of the age of farmers are between 46 - 55 years old, the level of formal education in 
elementary and high school, mastery of paddy fields 0.26 - 0.35 ha, have farming income> 5 
million (37%) / planting season, dependents of farmer families <3 people, farming experience 
mostly> 20 years and non-formal education in 1 Planting Season 2 times. The relationship 
between farmer's assessment of the role of the leader of the farmer group (as legitimator) 
and the role of the head of the farmer group (as advisor) with the adoption level of innovative 
legowo super rice cultivation has a real positive relationship. The relationship between 
farmers' assessment of the performance of educators, dissemination, facilitation, supervision, 
and evaluation with the level of adoption of innovative legowo super rice cultivation has a real 
positive relationship. 
 
KEY WORDS 
Farmer socio-economic, extension performance, evaluation, innovation adoption. 
 

Indonesia is a developing country that began to take over technology in agricultural 
development. The interest of the Indonesian people in the field of agriculture has diminished, 
especially for young people, so that technology is expected to be able to replace human 
power into mechanical power in terms of planting, land processing, harvesting and post-
harvesting. Increasing population growth leads to increasing food needs while the area of 
agricultural land is getting narrower so farmers must be able to increase food production 
through intensification of agriculture (increased productivity). The main challenges faced in 
efforts to increase food crops are: (1) Increased demand for rice in accordance with the 
increase in population, (2) Limited availability of world rice, and (3) Tendency in rising food 
prices (Ministry of Agriculture, 2016). 

Agricultural technology innovation is needed for increasing productivity and food 
production. Extension agents as a "bridge" of information between the government, 
researchers and farmers, especially new innovations. Extension workers must be able to 
transfer knowledge about innovation to the target (farmers) so that farmers want to adopt the 
innovation. Weaknesses that are often encountered in counseling are generally caused by 
the inadequacy of field extension agents to provide professional services to farmers, this is 
due to the lack of extension workers in each village. Extension agents need the help of a 
farmer group leader to help convey information on innovation adoption to farmers because 
the farmer group leader acts as a model for members of a social system. The chairman of 
the farmer group is respected by its members, and is an embodiment of the use of new ideas 
that are successful. The role of group leader is to reduce uncertainty of new innovations 
because the group leader adopts the innovation first and then delivers the subjective 
assessment of the innovation to the members. 

mailto:wativtria@gmail.com
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Jajar legowo super rice cultivation is a new innovation for farmers. Rice technology 
jajar legowo (jarwo) super is an integrated rice cultivation technology based on legowo row 
cultivation methods. Rice technology Jarwo Super uses: (1) quality seeds of new high-
yielding varieties with high yield potential, (2) biodecomposers during tillage, (3) biological 
fertilizers as balanced seed treatment and fertilization, (4) techniques for controlling plant 
disturbing organisms (OPT ) in an integrated manner, and (5) agricultural machinery 
especially for planting and harvesting (Ministry of Agriculture, 2016). The jajar legowo 
planting system has been introduced since 2008 in Karanganyar Regency, but farmers are 
still difficult to implement in the field because of the difficulty of finding planters who are able 
to plant rice with legajar jajar cropping patterns, and planting legowo jajar farmers think they 
spend higher costs. The Legowo jajar planting system is expected to replace the plot planting 
system that has been used by farmers in Indonesia. Farmers are still hesitant in applying 
paddy cultivation to super legowo in their paddy fields, rice is often pulled back after being 
planted with legowo rows and then planted with a plot planting system. 
 

METHODS OF RESEARCH 
 

This research was conducted in Karanganyar District, Central Java Province. The 
location of the study was done purposively because Karanganyar District was one of the 
central districts of wetland rice in Central Java. 
 

 
 

Figure 1 – Relationship of Farmers' Socio-Economic Condition, Role of Chair of Group and Role 
of the Extension Staff with Adoption Level of Innovation in Sawah Jajar Legowo Super Rice Cultivation 

 
The selection of Jaten District was done by purposive sampling because the District of 

Jaten was a sub-district that implemented a super legowo system. This research method 
uses survey research. A distinctive feature of this research is the data collected using a 
questionnaire. The unit of analysis of this study is farmers who cultivate rice (Oryza sativa) 
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using the Jajar Legowo planting pattern 2. The study population was all rice paddy farmers 
who used the legowotype 2 cropping pattern. Sampled villages were Jati Village and Suruh 
Village Kalang because the village has implemented the Jajar Legowo Super rice cultivation 
with the highest number of farmers. The number of rice paddy farmer samples with Jajar 
Legowo Super planting pattern in Jaten sub-district is 60 people. Analysis of statistical data 
in this study using non-parametric statistical analysis techniques. The formula used is the 
Rank Spearman correlation coefficient (rs). 

Formula: The formula used is as follows: 
 

 
 
 
 

Where: �ℎ��� �Spearman Rank Correlation Coefficient; D = Difference (differences between 

rank level); N = Number of respondents; The significance level of this study used a 
significance level of 5% and a level of confidence or confidence level of 95%. 

To obtain the required data, researchers use data collection techniques, namely 
interviews or recording interviews and observations. The measuring instrument or main 
instrument used in this study is a questionnaire 

Analysis of statistical data in this study using non-parametric statistical analysis 
techniques. The significance of the relationship between the influence variables and the 
affected variables is used non-parametric analysis. The formula used is the Rank Spearman 
correlation coefficient (rs). 
 

RESULTS AND DISCUSSION 
 

Karanganyar Regency is one of the districts in Central Java Province which borders 
Sragen Regency in the north, East Java Province in the east, Wonogiri and Sukoharjo 
Districts and Boyolali District in the west (BPS, 2015). 

The area of Kranganyar Regency is 77,378.64 Ha, which consists of paddy field area 
of 22,340.45 Ha and dry land area of 55,038.19 Ha. Rice fields consist of technical irrigation 
19,212.51 ha, non-technical 1,895.60 ha and non-irrigated 1,232.34 ha (BPS, 2015). 

The agricultural sector in Jaten Subdistrict is not the main support of the economy. Of 
food crops that give the largest contribution are rice plants with a proportion of 100 percent of 
total production. 

Farmer’s Socio-Economic Condition. Most of the age of respondents indicated that the 
age of respondents aged 46 - 55 years as many as 27 people (45%), respondents aged> 56 
years as many as 24 people (40%), aged 36 - 45 years as many as 12 people (12%), and 
aged between 26 - 35 years as many as 2 people (3%). 

The education level of the respondents' farmers was calculated based on how many 
years they attended formal education. The results of the primary data analysis showed that 
most respondents only reached elementary school as many as 20 people (33%), high school 
as many as 20 people (33%), junior high school as many as 14 people (24%) and did not 
complete elementary school 4 people (7%) and graduated 2 universities (3%). 

The farmer's cultivated land area was calculated based on the paddy field area which 
was really worked out by the farmers. The results of the primary data analysis showed that 
the majority of respondents in the control of paddy fields were 0.26 - 0.35 ha as many as 25 
people (42%), control of paddy fields 0.46 - 0.55 as many as 19 people (31%), control of 
paddy fields <0 , 25 ha as many as 12 people (20%), and control of paddy fields 0.36 - 0.45 
ha as many as 4 people (7%). 

The income of farmer respondents is calculated based on the income of respondents 
from lowland rice farming. The income of farmer respondents mostly income> 5 million as 
many as 22 people (37%), income 3.1 million - 4 million as many as 10 respondents (17%), 
farming income 4.1 million - 5 million as many as 9 respondents (15% ) income level of less 

��� �

6 ∑ ��

�(�� − 1)
 



RJOAS, 1(85), January 2019 

124 

than 2 million rupiah per planting season as many as 14 respondents (23%) and income of 2 
million - 3 million per planting season as many as 5 respondents (8%). 

The size of the family dependents is calculated based on the number of families that 
really are still borne by the family head. Most of the respondent farmers have family 
responsibilities of less than 3 people per family of 25 people (42%), farmers who have less 
family responsibilities between 3-4 people per family as many as 23 people (38%), family 
dependents 5-6 people as many as 11 farmers (18%) while farmers who have family 
dependents 7 -8 as many as 1 respondent (2%). 

The farming experience of farmer farmers is the length of time the respondent farmers 
started cultivating lowland rice farming and calculated in units of years. Respondents mostly 
experience farming experience in> 20 years with 37 people (61%), 16 - 20 years of farming 
experience, 10 people (17%), <5 years of rice farming experience <6 people (10 %), 5 - 10 
years of farming experience as many as 4 people (7%) and 11-15 years of rice farming 
experience in 3 years (5%). 

Non-formal education is calculated based on the frequency of counseling / meetings in 
one planting season. Farmers non-formal education responds to the majority of respondents 
doing 2 times non formal training / education (38%), respondents doing training / education 
more than 3 times as many as 16 people (27%), respondents who did 3 times as many 
trainings as 10 people ( 17%) and those who conducted 1 time training were 11 people 
(18%). 

The role of the group leader is to direct its members in carrying out a group activity to 
achieve a common goal, namely the adoption of innovative rice cultivation in line with super 
legowo. The role of the group leader consists of: 

 Legitimators are calculated based on frequency to strengthen or justify the existence 
of useful innovations for farmers; 

 Advisors are calculated based on frequency giving guidance and direction to farmers 
if farmers experience difficulties in implementing innovation adoption. 

Respondent farmers stated the frequency of the role of the group leader as a 
legitimator, most farmers answered often as many as 27 people (46%), often 20 people 
(33%), sometimes 8 people (13%) and almost never 5 people (8% ) The head of the farmer 
group in providing information about innovation, they also adopted the innovation on their 
farm so that the farmers obtained the legitimacy of the innovation, one of them was from the 
group leader whether the innovation was useful or not. 

Respondent farmers stated that the frequency of the role of group leaders as advisors, 
most often 29 people (48%), often 22 people (37%), almost never 6 people (10%) and 
sometimes 3 people (5%). Farmers in adopting the innovation of legowo super lowland rice 
cultivation often face problems due to lack of knowledge of farmers so farmers often ask the 
group leader and farmer group leader to give advice to farmers based on technical 
instructions or information from extension agents and other agricultural stakeholders. 

The role of extension agents in addition to disseminating information must also be able 
to "persuade" farmers so that the latest technological innovations can be implemented and 
adopted. Farmers respondent stated the frequency of extension workers in facilitating the 
learning process and how to deliver in the learning process (education) most of the 
respondents stated that they were often 31 people (45%), often 22 people (37%), sometimes 
4 people (13%) , almost never 2 people (3%), and never 1 person (2%). The frequency of 
extension agents in the dissemination of technology (dissemination) through the media, most 
of the respondents stated that they were often 36 people (60%), often 20 people (33%), 
sometimes 2 people (3%), almost never 1 person (2 %), and never 1 person (2%). The 
frequency of extension agents in providing facilities (facilitation) includes the frequency of 
meeting the needs of facilities and the complete needs of facilities, most of the respondents 
stated often as many as 33 people (55%), often 24 people (40%), never 2 people (3% ) and 
sometimes 1 person (2%). Frequency of counselor in supervising (supervision), most of the 
respondent farmers stated that they were often 44 people (73%), often 13 people (22%), 
never 2 people (3%) and sometimes 1 person (2%) . The frequency of extension agents in 
conducting evaluations before, during and after the activity is carried out (evaluation) 
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includes whether the extension agent evaluates most of the respondent farmers stated that 
they were often 49 people (82%), often 8 people (13%), never 2 people (3% ) and almost 
never 1 person (2%). 

Level of Adoption of Super Innovation in Super Jowo Legowo Rice Cultivation. The 
farmer's adoption level regarding the application of the super-legowo super rice cultivation 
innovation is expressed by the score of the number of values of the application of rice 
cultivation technology in the ranks of super legoos grouped into three categories. Value 1 
means the adoption rate is low, value 2 means adoption medium, and value 3 means the 
level of adoption is high. all assessments are based on technical guidelines (technical 
guidelines) for rice cultivation in the ranks of super legowo. The maximum value of 20 items 
is 60 with the lowest value is 0. For category I values 0 - 20 means that the adoption rate is 
low, category II values 21-40 means moderate adoption rates and category III values 41 - 60 
means high adoption rates. 
 

Table 1 – Respondents Farmer’s Distribution Based on Adoption Levels About Super Innovation 
of Jajar Legowo Rice Cultivation 

 

No Adoption Level Score Criteria 
Number 
of people 

Percentage 
(%) 

1. Use of New Superior Varieties 
9 – 12 
5 – 8 
1 - 4 

High 
Midle 
Low 

60 
- 
- 

100 
- 
- 

2. Use of biodecomposers 
5-6 
3-4 
1-2 

High 
Midle 
Low 

53 
2 
5 

89 
3 
8 

3. 
The use of biological fertilizers as seed treatment and 
balanced fertilization 

11 - 15 
6 - 10 
1-5 

High 
Midle 
Low 

54 
6 
- 

90 
10 
- 

4. Control of Plant Disturbing Organisms (OPT) 
9 – 12 
5 – 8 
1 - 4 

High 
Midle 
Low 

60 
- 
- 

100 
- 
- 

5. Use of tools and agricultural machinery 
11 - 15 
6 - 10 
1-5 

High 
Midle 
Low 

39 
21 
- 

65 
35 
- 

 

Source: Primary Data Analysis. 

 
Relationship between Farmers' Socio-Economic Condition and the Level of Adoption of 

Innovation in Super Jajar Legowo Rice Cultivation. The relationship between the socio-
economic conditions of farmers and the level of adoption of innovative super legowo rice 
cultivation will be explained in this table. 
 

Table 2 – Statistical Test Results Relationship Relationship of Farmers' Socio-Economic Condition, 
Role of Chair of Groups and Roles of Extension Workers with the Level of Adoption of Innovation in 

Super Legowo Paddy Cultivation 
 

Number 
Variable of Farmer Socio-Economic Condition, 

Role of Chair of Farmer Group and Role of 
Extension Officer 

Level of Adoption of Super (Y) Jajar Legowo Rice Cultivation 
Innovation 

rs t count 
1 Age (X1) -0,588 5,122 
2 Formal Education Level (X2) 0,666 6,78 
3 Area of Farmer's Land (X3) 0,718 7,85 
4 Farming Income (X4) 0,731 8,16 
5 Family Dependent (X5) 0,454 3,88 
6 Long Experience in Trying Farmers (X6) -0,369 -3,02 
7 Non Formal Education (X7) 0,763 8,99 
8 Role of Group Chair (X8) 0,702 7,51 
9 Role of Instructor (X9) 0,686 7,18 

 

Source: Primary Data Analysis. 

 
The relationship between the age of the farmer and the level of adoption of the 

innovation of super legowo jajar rice cultivation is a real negative relationship, this is 
indicated by the value of rs = -0.588 at a = 0.05 with t count of 5.122> t table 2.678, meaning 
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that with increasing age adoption rates are getting lower. Old age groups are passive in 
seeking information and are still very hesitant to try new innovations. 

The relationship between the level of formal education of farmers and the level of 
adoption of the innovation of super legowo jajar rice cultivation is a real positive relationship, 
this is indicated by the value of rs = 0.666 at a = 0.05 with t count 6.78> t table 2.678, 
meaning higher levels formal education the higher the level of adoption. Farmers with a high 
level of education will have broader insights so that they are more open to access to good 
information from various media so that they will open the way for someone who will make it 
easier to receive something new that is useful and willing to adopt innovations and will be 
easier in understand the intent and purpose of an innovation, instructions for use, 
guidebooks, etc. 

The relationship between farmer's land area and the adoption rate of super legowo 
jajar rice cultivation innovation is a real positive relationship, this is indicated by the value of 
rs = 0.718 at a = 0.05 with t calculated 7.85> t table 2.678, means that the land area is 
owned the higher the level of adoption. Farmers with large land area will be more serious in 
optimizing production inputs as optimally as possible so that yields can be maximized. Large 
land area also makes it easier for agricultural machinery to run more optimally compared to 
smaller land areas so that with the presence of agricultural machinery. 

The relationship between farmer's income and the level of adoption of innovative super 
legowo jajar rice cultivation is a real positive relationship, this is indicated by the value of rs = 
0.731 at a = 0.05 with t count of 8.16> t table 2.678, meaning higher the level of income will 
increase the level of adoption. Farmers with high income will make it easier to buy 
agricultural production facilities so that perfection in adoption can be realized. Availability of 
capital is a supporting factor for adopting innovation. 

The relationship between the size of the family dependents and the level of adoption of 
the innovation of super legowo jajar rice cultivation is a real positive relationship, this is 
indicated by the value of rs = 0.454 at a = 0.05 with t count of 3.88> t table 2.678, meaning 
the greater dependents family, the higher the level of adoption. The large number of family 
dependents encourages a farmer to adopt because farmers can use their family members to 
be involved in super legowo rice cultivation such as planting, weeding, fertilizing, providing 
biological fertilizers, biodecomposers, controlling plant disturbing organisms and others. 

The relationship between farming experience and the level of adoption of the 
innovation of super legowo jajar rice cultivation is a real negative relationship, this is 
indicated by the value of rs = -0,369 at a = 0.05 with t count 3.02> t table 2,678, meaning that 
the longer someone's farming experience, the lower the adoption level. 

The relationship between the level of non-formal education and the level of adoption of 
the innovation of super legowo jajar rice cultivation is a real positive relationship, this is 
indicated by the value of rs = 0.763 at α = 0.05 with t count of 8.99> t table 2.678, meaning 
more following non-formal education, the higher the level of adoption. Farmers with a longer 
farming experience will feel that they are experienced in their fields. 

The relationship between the role of group leader (as the legitimator and counselor) 
and the adoption rate of super-legowo super rice cultivation innovation is a real positive 
relationship with the level of adoption, this is indicated by the value of rs = 0.702 at α = 0.05 
with t count 7.51> t table 2,678, means that the more often the farmer group leader gives 
guidance, the explanation of the legowo super rice cultivation is the higher the adoption level 
and the more often the farmer group leader accompanies each activity and responds and 
advises every problem in applying rice cultivation. high level of adoption. 

The relationship between the role of extension agents and the adoption rate of super 
legowo superficial rice cultivation is a real positive relationship, this is indicated by the value 
of rs = 0.686 at a = 0.05 with t calculated 7.81 > t table 2.678, meaning that the frequency of 
accompaniment is more frequent. learning process (education), technology dissemination 
(dissemination), facilitating farmers (facilitation), supervising, in evaluating before, during and 
after activities (evaluations) which are increasingly frequent, the higher the level of adoption. 
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CONCLUSION 
 

An overview of the socio-economic conditions of agriculture, most of the age of farmers 
between 46 - 55 years, the level of formal education in elementary and high school, mastery 
of paddy fields 0.26 - 0.35 ha, farmers have farming income> 5 million (37%) / planting 
season . Most dependents of farming families <3 people. Farming experience is mostly> 20 
years and non-formal education includes education and training in 1 Planting Season 2 
times. The relationship between farmer's age and farming experience with the level of 
adoption of legowo super rice cultivation innovations has a real negative relationship while 
the relationship between education levels formal farmers, farmer's land area, farming 
income, dependency of farmer families, and non-formal education level with the adoption 
level of innovation in paddy cultivation super legowo has a real positive relationship. 
Relationship between farmers' assessment of the role of farmer group leader (as legitimator) 
and chairman farmer groups (as advisors) with the level of adoption of innovative legowo 
super rice cultivation has a real positive relationship. The relationship between farmers' 
assessment of the performance of educators, dissemination, facilitation, supervision, and 
evaluation with the level of adoption of innovative legowo super rice cultivation has a real 
positive relationship. 
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ABSTRACT 
Agricultural sector companies in Aceh especially in Aceh Besar are owned by families, one of 
which is a company in the field of rice milling industry. The company has an important role to 
meet the needs of food and employment. So for the family business should be successful 
and long-lived. One way is by preparing a successor through the succession process. The 
succession process can be carried through; (1) determination of the criteria for a successor 
(2) the development potential successor, (3) the involvement of potential successor in the 
family business. The design of the study is a qualitative method, therefore the results in this 
study cannot be generalized for other family businesses. 92.27% of candidates for successor 
have criteria acceptable, charismatic, energic, managing, achieving and networking, 69.44% 
or most of family business leaders develop a candidate of successor and 75% or most of 
prospective successors are involved in every business activity. The results in this study 
indicate that the successor is ready to replace the founder or manager as a family business 
leader. 
 
KEY WORDS 
Agricultural sector companies, rice milling industry, family business, succession, succession 
process. 
 

In terms of succession planning, Price Waterhouse Cooper survey results of 2014 
mentions the family business in Indonesia is better than the world average. Although only 
27% had a successor plan structured and documented efforts, it has been better than the 
world average as a whole (16%). More than 50% of family businesses in Indonesia plan to 
pass on ownership to the next generation but still appoint professionals to sit in the 
management structure. And only 25% of Indonesia's family businesses will give up 
ownership and management to the next generation. 

Agricultural sector companies in Aceh especially in Aceh Besar are owned by families, 
one of which is a company in the field of rice milling industry. This company has an important 
role to fulfill food needs and employment. So for the family business should be successful 
and long-lived. One way is to make preparations for successors. Through the succession 
process. The succession process can be carried through; (1) determination of the criteria for 
a successor (2) the development potential successor, (3) the involvement of potential 
successor in the family business. 
 

LITERATURE REVIEW 
 

Family and business are two different things. The family as a system is more emotional 
because united by bonds that influence in business. Business as systems based on job 
market-oriented and take the opportunity of any changes. With each of these characteristics, 
it is not easy to combine these two systems into a harmonious and profitable alloy (Susanto, 
2005). 
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Family company is a phenomenon in the business world. In addition to numerous, the 
company has contributed to the family income countries (Susanto, 2005). A successful family 
company is a company that is able to accommodate changing times. Each generation is 
brave and successfully adapts new ideas that are developing. But this can be a conflict-
prone and failure area. The older generation may be reluctant or late to give way or give a 
little confidence to new ideas from the younger generation (Gordon and Nicholson, 2008). 

Many first-generation family company successfully through the early development 
stages of the business life to grow and to develop flexible with high diligence effort in a 
turbulent environment. The ability to maintain a balance between flexibility and control is 
generally not owned by the second generation or the next generation, because families of 
the next generation are usually not involved in the struggle to maintain the survival of the 
company by their parents (Hartanto, 2009). 

Family businesses face major threats that the threat from within: succession 
management. The founder of the family business must plan for succession before they retire 
(Zimmerer and Scarborough, 2008). Family business has a philosophy that is respecting the 
early generation (founders) in terms of the decision to give a baton to the choosen 
generation (Tjondrorahardja, 2004). 

Succession in family company in a strategic position, especially in maintaining the 
viability of the company. Not many family companies can survive until the third generation 
and so on, it requires careful succession planning. The success of the succession has a 
relationship with the family company performance (Wahjono, 2009). 

In general, the succession step consists of three stages; 1). Transferring knowledge 
and networking and develop the right attitude; 2). Transferring charisma and began utilizing 
owned networks; 3). Develop skills, charisma and reputation. Effective succession in the 
family company is to plan for succession as early as possible by involving family members 
and provide options for the next generation to join or not within the company (Susilo, 2006). 

To preserve the continuity of the company, it need to be planned succession process, 
so that the process can run well, it is necessary to follow some succession planning 
(Soegoto, 2009): 

1. Provide sufficient time or initiate early succession process; 
2. Using a family business consultant to create a succession plan that estimates the 

value of the company; 
3. Evaluate the feasibility of the beneficiaries of succession; 
4. Ensure successors have the skills and motivation to continue doing business; 
5. Provide a transition period for a potential successor to learn the business; 
6. Consider the employee stock option plans (ESOP) for management succession; 
7. Establish and keep dates for completion of the transition. 

 
METHODS OF RESEARCH 

 
The study was conducted in Darussalam and Kuta Baro sub-district in Aceh Besar 

District. The study was conducted by census method, in the rice milling industry. Of the total 
24 rice milling companies, two of which were not family businesses, and 7 family businesses 
refused to be used as subjects in this study, so the total research subjects were 15 family 
businesses. But in the research process of 15 family companies, only 8 family companies 
have had a successor to the family business. The number of family business successors as 
much as 12 potential successor. 

The design of study is qualitative method and data collection in this study by 
conducting interviews with the owners of the family business, a list of questions for the 
interview had been developed previously, the authors also have a short conversation . The 
findings in this study were discussed descriptively, therefore the results in this study cannot 
be generalized for other family businesses. 

Data processing is done by calculating the percentage of the number of answers given 
by respondents, and then drawing conclusions based on the number of percentages 
obtained based on: 
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Determine Range (R): 
 

R = Biggest data - Smallest data = 100 - 0 = 100 
 

Determine how many classes to be made (K): 
 

K = 1 + 3.33 log N 
K = 1 + 3.33 log 12 = 4.59 = 4 

 
Where: K = a lot of classes that will be made N = number of data or potential successor. 

Determine the interval length of the class (I): 
 

I = R / K = 100/4 = 25 

 
Where: I = Interval class; R = Range; K = Many classes will be made. 

Based on these calculations, then the criteria for evaluating the stages of the 
succession process carried out by successor’s candidate are: 
 

100% = all of them 
76% - 99.99% = almost all 

51% – 75% = mostly 
26% - 50% = fraction 
1% -25% = at least 

0 = no one 

 
Draw conclusions based on the number of scores obtained at each stage of the 

succession process: 
 

K = 1 + 3.33 log N 

 
Where: N = number of stages of the succession process; K = 1 + 3.33 log 3 = 2.58 = 2; 
I = 100/2 = 50. 

Based on these calculations, it can be concluded that the succession process carried 
out in the family business are: a. ≤ 50% means the prospective successor is not ready to 
replace the founder or manager as the family business leader; b. > 50% means the 
candidate for successor is ready to replace the founder or manager as the family business 
leader. 
 

RESULTS AND DISCUSSION 
 

Characteristics of Family Business of the Rice Mill Industry in Aceh Besar. Almost all 
the family businesses of the rice milling industry were managed by men. However, in this 
study there was one company managed by women. This thing shows that if given the 
opportunity or trust, women are also able to manage and become family business leaders. 
Although for the rice mill industry sector men are more prioritized to become business 
leaders. 

Characteristics of family business of rice milling industry in Aceh Besar differentiated by 
category of business, years of existence, the old business, the use of the workforce, the 
production of rice and net income. There are three scales of business in the rice milling 
industry; (1) small or rice production 0.1-0.3 tons / hour (2) medium or rice production 0.3-0.7 
tons / hour and (3) large or rice production> 7 tons / hour. 

Succession process. The succession process in this study consists of three stages, 
namely (1) determining the criteria for candidate successors (2) developing prospective 
successors, (3) the involvement of potential successors in the family business. 
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Determination of criteria for prospective successors. Susanto (2005) states that 
prospective successors must have ACE MAN criteria or acceptable, charismatic, energic, 
managing, achieving and networking. 
 

Table 1 – Determination of criteria for prospective family business successors 
 

 

Source; primary data processed (2018). 

 
In order to determine a successor candidate criteria, almost all potential successor or 

90.27% have acceptable criteria, charismatic, energetic, managing, Achieving dam 
networking. On the acceptable criteria, all potential successors are able to accept criticism 
directed at them regarding family business management. They all also able to listen to the 
opinions both from the family and from business partners (customers and suppliers of raw 
materials). The criticism given by ordinary families regarding (1) customer service (2) 
maintaining product quality or quality. 

Development of potential successors. The development of candidate successors is 
carried out through three stages, namely; (1) education, (2) transfer of knowledge, and (3) an 
experience outside of the family company. 
 

Table 2 – Development of successors 
 

Development Activities Successors Candidate 

 
1 2 3 4 5 6 7 8 9 10 11 12 

Education             
Transfer of knowledge             
An experience outside of the family business X X X X X X X X  X X X 
Percentage, % 66,67 66,67 66,67 66,67 66,67 66,67 66,67 66,67% 100 66,67 66,67 66,67 
Average 69,44% 

 

Source; primary data processed (2018). 

 
All successors’ candidate gain development through education and knowledge transfer. 

Only a fraction of a successor has experience outside of the family company. It can be 
concluded that most or 69.44% keluaga founder or business leader to develop the candidate 
of successor. 

In this study prospective successors are involved in activities (1) decision making 
process (2) giving responsibility and (3) building cooperation. 
 

Table 3 – The involvement of potential successors in the family business 
 

Involvement in Matter Successors Candidate 

 
1 2 3 4 5 6 7 8 9 10 11 12 

Decision-making process             
Giving responsibility for the company's operational activities 
Purchase of grain             
The drying of grain   X X     X    
Operation of the machine   X X   X X X  X  
Packaging   X X X X   X    
Marketing             
Administration     X X X X X    
c. build partnership         X  X  
Percentage 100 100 62,5 62,5 75 75 75 75 12,5 100 62,5 100 
Average 75% 

 

Source: primary data processed (2018). 

Criteria 
Successors Candidate 
1 2 3 4 5 6 7 8 9 10 11 12 

Acceptable             
Charismatic          X X  
Energic        X  X X  
Managing           X  
Achieving             
Networking           X  
Percentage 100% 100% 100% 100% 100% 100% 100% 83,33% 100% 66,67% 33,33% 100% 
Average 90,27% 
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A total of 75% or most successor’s candidate engaged in business activities, such as 
the decision-making process, giving them responsibility in the company's operations and 
build cooperation. 

Collaboration built by prospective successors namely; (1) cooperation with raw material 
suppliers and (2) cooperation with permanent customers. Collaboration with raw material 
suppliers is usually carried out during each rice harvest season. This means that they make 
large-scale purchases to meet the supply of raw materials until the next rice harvest season. 
In an effort to collaborate with regular customers, prospective successors usually provide 
convenience in completing payment transactions and product delivery in a timely manner 
according to customer demand. 
 

����������� �������� =
����� 1 + ����� 2 + ����� 3

3
 = 78,90% 

 
So, the percentages obtained was 78.90%, this results is >50%, indicate that the 

successor is ready to replace the founder or manager as a family business leader. 
 

CONCLUSION 
 

There are three stages of the succession process followed by the successor of the 
family business in the rice milling industry in Aceh Besar district, while those that can be 
concluded from these stages are; (1) At the stage of determining the criteria for candidate 
successors, almost all or 92.27% of candidates for successor have criteria acceptable, 
charismatic, energic, managing, achieving and networking; (2)At the stage of developing a 
successor, 69.44% or most of family business leaders develop a candidate of successor and 
(3) At the stage of involvement in the family business, 75% or most of prospective 
successors are involved in every business activity. So that the percentages of succession 
process are78.90%, this results >50%, indicate that the successor is ready to replace the 
founder or manager as a family business leader 

This study is expected to contribute for development of knowledge about family 
business in Indonesia and to be references about family business in Indonesia which is very 
limited. 
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ABSTRACT 
The objective of the research was to compare rice farmers’ income and capital creation base 
on a different source of rice farming financing. The study population comprised 180 farmers, 
105 of which represented the own funding farmers and the rest were loan funding farmers. 
These were interviewed to record the rice farming behavior with a different financial source in 
the sixth bigger rice production in Indonesia, namely South Sumatera Province. Rice farming 
analysis and continued t-test was used to analyze for different production and income. 
Research results showed that rice productivity of own funding rice’s farmers was 29% 
greater than farmers on loan funding farmers. On the other hand, producing cost of own 
funding farmers 26% was lower than loan funding farmers. This condition causes the income 
of own funding rice’s farmers per hectare 56% was greater than the income of loan funding 
farmers. Moreover, with the family spending were not too different, capital creation of own 
funding farmers was greater than loan funding farmers. Almost half of the farmers have a 
medium level of capital creation capability, the remaining one third was more classified as 
high capital creation and one-eighth was classified as low. To reduce rice farming cost of 
loan funding farmers are savings of labor costs by supervising their labor and finding sources 
of loans with the lowest loan interest rates. 
 
KEY WORDS 
Rice farming financing, capital creation, own funding, loan funding. 
 

Indonesia is the third largest rice producing country in the world with paddy production 
in 2017 amounting to 70 million tons, equivalent to 39 million tons of rice. China is the first 
largest rice producer with a production of 115 million tons. Meanwhile, Indonesia's rice 
consumption per year was 32 million tons, so there is a surplus of seven million tons of rice. 
This rice consumption continues to increase as a result of increasing population. The 
population increases 3.2 million or grows 1.27 percent per year. Indonesian rice consumption 
is still high at 114.6 kg per capita per year so that if production is only slightly disrupted, a 
rice deficit will occur and must import (Ministry of Agiculture Republic of Indonesia, 2017). 

Importing rice turned out to be very profitable because rice price in neighboring rice-
producing countries was lower than in Indonesia. Cambodian rice prices were US $ 0.42/kg, 
Thailand US $ 0.33/kg, Vietnam US $ 0.31/kg and in Myanmar even US $ 0.28 /kg, while the 
price of Indonesian rice was US $ 1/kg. 

The high price of rice in Indonesia was due to higher production costs. Indonesian rice 
production costs were Rp 4,079 per kilogram, while in China it was only Rp 3,661 per kg, 
Philippines Rp 3,224 per kg, Thailand Rp 2,291 per kg, even in Vietnam only Rp 1,679 per 
kg. The high cost of Indonesian rice production was because of the high cost of land rent and 
the cost of freelance labor. Rent of agricultural land in Indonesia contributes to production 
costs of Rp 1,719 per kg. While in China only Rp. 988 per kg, Philippines Rp. 549 per kg, 
India Rp. 510 per kg, Thailand Rp. 481 per kg, and Vietnam Rp. 387 per kg. Similarly, the 
cost of freelance workers in Indonesia was also the most expensive, which reaches Rp 1,115 
per kg, while in the Philippines only Rp 978 per kg, China Rp 127 per kg, India Rp 655 per 
kg, Thailand Rp 172 per kg, and Vietnam Rp 120 per kg (detikFinance, 2017). 

The high cost of production has implications for the high in funding for rice farming, 
which sometimes farmers are not covered by their own fundings. If they get it from 
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borrowing, the production costs will increase. These borrowing costs are lower if they loan to 
the government. But if they borrow from non-governmental and non-formal institutions, then 
the interest is higher. Loan interest varies, but generally reaches 50 percent per planting 
season. 

Indonesia's rice production is concentrated in Java, which is 56% with East Java as the 
first largest province with the production of 13.13 million tons or 16.1% of total national 
production. South Sumatra is the sixth largest rice producing province in Indonesia with 
production in 2017 of 4.8 million tons (Ministry of Agiculture Republic of Indonesia, 2017). 
There are four land typologies in South Sumatra where they are produced, namely tidal 
swamp, irrigation, swamp, and rainfed land. The total rice harvest area in South Sumatra in 
2017 is 1.014 million hectares. Of the four types of land, three of them are classified as 
marginal land: tidal swamp, swamp, and rainfed land. The biggest production was 
contributed by tidal swamp with a contribution of 30%, while the irrigated land was 21%, 
rainfed land 14% and swamp 12.5% (The Central Bureau of Statistics, South Sumatera, 
2017). 

The role of rice farming in producing rice has not yet received enough attention from 
the government, especially in the problem of farming financing. There are still very few 
farmers who use loan sources from formal institutions such as banking (Mulyaqin and Astuti, 
2013). Complicated procedures and strict requirements from banks caused farmers to 
borrow for rice farming costs to non-formal institutions such as middlemen, paddy’s mills and 
loan sharks. The results of the study on South Sumatra rainfed land rice farming (Antoni et 
al., 2015) showed that 33 percent of farmers' rice farming costs came from loans, both from 
formal and non-formal institutions. The study also found that there were differences in 
production between farmers using their own capital and loan capital, although the income 
side was not different. The same studies on the tidal swamp, swamps, and irrigation have not 
been done. Therefore a study of the effect of the sources of farming costs on income and the 
creation of farmers' capital in all land ecosystems in South Sumatra needs to be done. 
 

METHODS OF RESEARCH 
 

The survey was conducted in three villages of the three largest rice ecosystems in 
South Sumatra while representing three different districts. Banyuasin Regency as the largest 
rice producer represents tidal swamp rice farming, Ogan Komering Ulu Timur Regency, 
representing the technical irrigation ecosystem and Ogan Komering Ilir District which 
represents the widest swampland area. Farmer samples were selected using 
disproportionate stratified random sampling with the number of samples in each village 60 so 
that the total sample was 180. The samples divided into two groups based on funding 
sources, own funding and loan funding. 

The data was presented in tabulation, processed mathematically and explained 
descriptively. Differences in production and income based on different sources of financing 
were used the t-test (Jhonson, 1982), while capital creation was family income minus family 
expenditure. Then to measure the level of capital creation ability was divided into three 
groups: high, medium and small. 
 

RESULTS AND DISCUSSION 
 

Differences in Production and Rice Farming Income. There was a difference in the 
frequency of rice cultivation carried out by farmers among three paddy land ecosystems. In 
technical irrigated land, farmers usually plant twice a year, while in swamp land there was 
only once a year and in tidal swamp land, there were some farmers plant twice a year. Data 
on the comparison of rice production based on farming and ecosystem funding sources are 
presented in Table 1. The forms of rice production shown in Table 1 are harvested dry grain. 
Based on the data presented in Table 1, the production per hectare of own funding farmers 
was 29 percent greater than the loan funding farmers with a difference of 1,406 kilograms 
per hectare per year. This large difference is contributed by tidal swamp land, which is more 
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than twice and 20 percent in swamp land, while that of irrigated land is relatively small at only 
four percent. Statistically, there is a significant difference between the income of own funding 
and loan funding farmers at a significant level of 1%. 
 

Table 1 – Production dan paddy farming income in South Sumatera, 2017 
 

Sources of Funding 
Typology of Land 

Irrigation Swamp Tidal Swamp Average 
Own Funding 

    
- Production (kg/ha) 6,009 4,528 8,360 6,299 

- Price (IDR/kg) 4,216 5,090 4,317 4,541 
- Revenue (IDR/ha) 25,329,210 23,049,898 36,085,302 28,154,803 

Loan Funding 
    

- Produciton (kg/ha) 5,756 3,777 5,145 4,892 
- Price (IDR/kg) 4,227 5,113 4,193 4,511 

- Revenue (IDR/ha) 24,326,815 19,312,160 21,573,772 21,737,582 
Differences 

    
- Production (kg/ha) 253 752 3,215 1,406 

- Percentage (%) 4 20 62 29 
- Price (IDR/kg) -11 -23 123 30 

- Percentage (%) -0,26 -0,46 2,94 0,66 
- Revenue (IDR/ha) 1,002,396 3,737,738 14,511,530 6,417,221 

- Percentage (%) 4 19 67 30 
 

Source: The farmers survey by the author, 2018. 

 
This large production difference occurs on marginal land. Swamp and tidal swamp land 

are classified as marginal land because they are not as fertile as technical irrigation land. 
Although tidal swamp land also has irrigation, but a tidal swamp and tidal factors and salt 
water, this land is not as fertile as technical irrigation land. 

The greater difference in production per hectare on marginal land between own funding 
farmers and loan funding farmers indicate that the production input needs must be met in this 
type of land. Paddy will produce high production if use enough production input. In contrast, 
loan funding farmers did not use production inputs as much as own funding farmers. This 
situation can impact on low production in loan funding farmers. 

Fixed costs are generally relatively small because they are calculated from the 
depreciation costs of equipment used in rice farming for one year. The method of calculating 
the depreciation value was the straight-line method. This method assumed the same 
depreciation value every year during economic life. The equipment used in rice farming as 
presented in Table 2 is hoes, sickles, big knife, hand sprayer and “tunjams”. 
 

Table 2 – The fixed cost of paddy farming in South Sumatera, 2017 
 

 
 

Source: The farmers survey by the author, 2018. 

 
Based on Table 2, the fixed costs of paddy farming are relatively small at less than Rp. 

500,000 per year per hectare. The fixed costs of own funding farmers were greater than loan 
funding farmers, although the difference was small, which is only Rp 12,010 per year per 
hectare. The biggest fixed costs occurred in tidal swamp land, while the smallest occurred in 

Own Loan Own Loan Own Loan Own Loan

Hoe 55,878 47,522 6,937 7,220 52,560 21,445 38,458 25,396

Sickles 30,074 57,722 10,839 23,009 1,860 4,221 14,258 28,318

Big knife 27,505 27,183 21,747 20,021 24,132 14,004 24,461 20,403

Handsprayer 43,778 96,833 62,736 83,872 113,169 74,543 73,228 85,083

Tunjam 51,111 6,873 6,110 7,236 166,587 141,982 74,603 52,031

Total 208,346 236,134 108,369 141,359 358,308 256,196 225,008 211,230

Components

Fixed cost of paddy farming base on source and typology of land (IDR/ha)

Irrigation Swamp Tidal Swamp Total
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the swamp land. Input price of fixed costs components on tidal swamp land was expensive. 
This location is far from where the input was traded, Palembang city. On the contrary, low 
fixed costs on swamp land because the input production is easy to get in the district market. 
This means that the cost of rice producing depends also on how far the location of the 
distribution center of the production input to rice farming location. 

Variable costs in this study were all costs incurred which depend on the amount of 
production that will be produced. Generally, variable costs are materials, but in this study, 
services are also included in variable costs such as labor, equipment rental, loan interest, 
transportation and, land rent. Therefore, there are seven components of variable costs in rice 
farming as presented in Table 3. 
 

Table 3 – The variable cost of paddy farming in South Sumatera, 2017 
 

 
 

Source: The farmers survey by the author, 2018. 

 
Based on the data presented in Table 3, the cost of producing rice farming for loan 

funding farmers was greater than own funding farmers. This difference was due to in large 
contribution of loan interest cost and land rent, especially in the swamp land area. The 
biggest contribution of variable costs comes from labor costs, both for loan funding farmers 
and own funding farmers. Rice farming is not enough if they use from family labor, especially 
in planting and harvesting activities. In those activities must be done immediately and 
requires a lot of labor. 

Based on Table 4, the cost of producing rice farming for loan funding farmers was 
around more IDR 1 million per hectare than own funding farmers. Almost all of the production 
costs come from variable costs, 96% -97%. The biggest production cost of rice farming on 
loan funding farmers at swamp land, while the lowest is for irrigated on own funding farmers. 
This result shows that the production costs in swamp land are less economical when viewed 
from the side of production costs compared to in the irrigation and tidal swamp land types. 
 

Table 4 – The production cost of rice farming in South Sumatera, 2017 
 

 
 

Source: The farmers survey by the author, 2018. 

 

Own Loan Own Loan Own Loan Own Loan

Fertilize 0 0 0 0 0 0 0 0

Pesticide 0 0 0 0 0 0 0 0

Labor 0 0 0 0 0 0 0 0

Rent of Tractor 0 0 25,679 31,335 31,335 0 19,005 10,445

Loan Interest 0 0 0 2,002,861 0 83,168 0 695,343

Transportation 0 0 0 0 0 362,144 0 120,715

Rent of land 0 0 229,898 1,684,013 0 666,667 76,633 783,560

Total 0 0 255,577 3,718,210 31,335 1,111,979 95,637 1,610,063

Components
Variable cost of paddy farming base on source of funding and typology of land (IDR/ha)

Irrigation Swamp Tidal Swamp Total

Own Loan Own Loan Own Loan Own Loan

Fixed Cost

  - Value (IDR/ha) 208,346 236,134 108,369 141,359 358,308 256,196 225,008 211,230

  - Portion (%) 6.59 4.20 1.84 1.55 5.65 4.23 4.39 3.05

Variable Cost 0 0 0 0 0 0 0 0

  - Value (IDR/ha) 2,952,317 5,379,998 5,783,155 8,993,050 5,978,529 5,794,109 4,904,667 6,722,385

  - Portion (%) 93.41 95.80 98.16 98.45 94.35 95.77 95.61 96.95

Total 3,160,662 5,616,132 5,891,524 9,134,409 6,336,837 6,050,305 5,129,674 6,933,615

Total cost of paddy farming base on source of funding and typology of land (IDR/ha)

Irrigation Swamp Tidal Swamp TotalComponents
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The income is the difference between the revenue and production costs of rice farming. 
This income calculates rice production consumed, so it is not real income. The income of rice 
farming in three different types of land is presented in Table 5. 

Based on the data presented in Table 5, the rice income of own funding farmers per 
hectare was 56% greater than the income of loan funding farmers. This condition was due to 
revenue of own funding farmers being greater than 30% and production costs 26% lower 
than loan funding farmers. The high revenue of own funding farmers was because of higher 
production of 29%, while prices are relatively no different. The biggest income difference 
occurs in tidal swamp land which was around twice, whereas in swamp land one and a half 
times and in irrigated land was 18%. In statistically there were differences in income with a 
significant level of 5%. 
 

Table 5 – Income of paddy farming in South Sumatera, 2017 
 

Income by Funding Source (IDR/ha) 
Typology of land 

Irrigation Swamp Tidal Swamp Average 
Own Funding 

    
- Revenue 25,329,210 23,049,898 36,085,302 28,154,803 

- Production Cost 3,160,662 5,891,524 6,336,837 5,129,674 
- Income 22,168,548 17,158,374 29,748,465 23,025,129 

Loan Funding 
    

- Revenue 24,326,815 19,312,160 21,573,772 21,737,582 
- Production Cost 5,616,132 9,134,409 6,050,305 6,933,615 

- Income 18,710,683 10,177,752 15,523,467 14,803,967 
Differences 

    
- Revenue 1,002,396 3,737,738 14,511,530 6,417,221 

- Percentage (%) 4 19 67 30 
- Production Cost -2,455,470 -3,242,884 286,532 -1,803,941 
- Percentage (%) -44 -36 5 -26 

- Income 3,457,865 6,980,622 14,224,997 8,221,162 
- Percentage (%) 18 69 92 56 

 

Source: The farmers survey by the author, 2018. 

 
Table 6 – Household income of rice farming in South Sumatera, 2017 

 

Typology of Land 
Income (IDR/year) 

Rice Farming Non-Rice Farming Non- Farming Total 

Irrigation 
    

Own Funding 11,576,909 208,889 2,589,244 14,375,042 
Loan Funding 11,226,410 133,333 800,000 12,159,743 

Swamp 
    

Own Funding 19,589,143 3,446,667 20,563,333 43,599,143 
Loan Funding 11,857,081 6,116,667 4,910,000 22,883,747 
Tidal Swamp 

    
Own Funding 42,143,658 0 0 42,143,658 
Loan Funding 29,235,864 100,000 5,360,000 34,695,864 

Average 
    

Own Funding 24,436,570 1,218,519 7,717,526 33,372,615 
Loan Funding 17,439,785 2,116,667 3,690,000 23,246,451 

Difference 6,996,785 -898,148 4,027,526 10,126,163 
Percentage (%) 40 -42 109 44 

 

Source: The farmers survey by the author, 2018. 

 
It is a problem for farmers to borrow money/goods in farming activities to meet 

production costs or not to borrow. If farmers do to borrow, there will be an increase in 
production costs, they have to repay the loan plus interest on the loan. However, if farmers 
do not borrow, it is likely that the productivity of rice plants will decrease so that revenues will 
decrease. Borrowing options are still carried out during the farming can still generate positive 
income. 
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The Ability of Farmers to Create Capital for Financing Rice Farming. Household 
income is the sum of all income received by household members, both from rice farming and 
non-rice farming and non-farming. The amount of household income of rice farmers is 
presented in Table 6. 

Based on Table 6, the household incomes of own funding farmers was greater than 
loan funding farmers, with a difference 0f 44%. The rice farmer income and non-farming were 
greater on own funding farmers than loan funding farmers, while non-rice farming income on 
loan funding farmers was greater than own funding farmers. 
Based on Table 7 that the households’ spending of own finding farmers were lower than loan 
funding farmers. Households’ spending consists of food and non-food and other non-food 
items. 
 

Table 7 – Rice Farmers household spending in South Sumatera, 2017 
 

 
 

Source: The farmers survey by the author, 2018. 

 
Capital creation is the difference between household income and household spending. 

If the difference is positive, then there is capital creation, whereas if the difference is negative 
it means that there is no capital creation. The data in Table 8 presents the value of capital 
creation of rice farmers in South Sumatra based on three types of land. 
 

Table 8 – Capital creation of rice farming in South Sumatera, 2017 
 

Typology of Land 
Value (IDR/year) 

Household Income Household Spending Capital Creation 

Irrigation 
   

Own Funding 14,375,042 23,133,627 -8,758,585 
Loan Funding 12,159,743 21,482,909 -9,323,166 

Swamp 
   

Own Funding 43,599,143 20,348,167 23,250,977 
Loan Funding 22,883,747 22,531,733 352,014 
Tidal Swamp 

   
Own Funding 42,143,658 22,479,700 19,663,958 
Loan Funding 34,695,864 22,290,733 12,405,130 

Average 
   

Own Funding 33,372,615 21,987,164 11,385,450 
Loan Funding 23,246,451 22,101,792 1,144,659 

Difference 
   

Value 10,126,163 -114,628 10,240,791 
% 44 -1 895 

 

Source: The farmers survey by the author, 2018. 

 
Based on Table 8, the capital creation in own funding farmers was nine times greater 

than capital creation by loan funding farmers. When viewed per typology of land, there was 
no capital creation in irrigated land, whereas in swamp and tidal swamp land there was a 
large capital creation where the creation of own funding farmers was greater than the capital 
creation by loan funding farmers. The difficulty of capital creation in irrigated land was 
because the area of paddy farming was less than one hectare (0.52 and 0.60 each for own 
funding farmers and loan funding farmers). The land area of swamp rice farming was 1.14 

Own Loan Own Loan Own Loan Own Loan

Food 13,055,760 10,217,776 12,999,600 13,734,600 11,668,400 13,313,400 12,574,587 12,421,925

Non-Food 2,978,933 3,297,600 1,771,600 1,921,800 1,789,200 2,102,000 2,179,911 2,440,467

Other Food

Chlotes 927,511 833,000 906,500 692,000 962,833 692,000 932,281 739,000

Education and Transportation 6,158,533 7,119,200 4,440,800 5,372,000 7,829,600 5,372,000 6,142,978 5,954,400

  Tax and others 12,889 15,333 229,667 811,333 229,667 811,333 157,407 546,000

Total 23,133,627 21,482,909 20,348,167 22,531,733 22,479,700 22,290,733 21,987,164 22,101,792

Spending
Household Spending base on source of funding and typology of land (IDR/year)

Irrigation Swamp Tidal Swamp Average
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and 1.17, while in tidal swamp land 1.42 and 1.82 respectively for own funding farmers and 
loan funding farmers. Loan funding farmers can improve capital creation by (1) reducing 
production costs, especially labor costs which make the biggest contribution to the costs of 
rice production, (2) pressing loan interest by choosing a loan source that imposes low 
interest 3) increasing rice productivity. 

The measurement of the level of capital creation was grouped into three groups; 
namely low, medium and high. The basis of this level of capital creation was based on the 
cost of rice farming per hectare. It was classified as low if it can fulfill a portion (50%) of 
farming costs, medium if it can meet 50% -100%, and is classified as high if above 100%.  
 

Table 9 – Limits on the level of capital creation based on the typology of land, 2017 
 

Typology of Land 
Adequary limit of rice farming cost 

Low (< 50%) Medium (50%-100%) High (> 100%) 
Irrigation 

   
Own Funding 4,836,901 4.836.901-9.673.802 9,673,802 
Loan Funding 4,529,199 5.529.199-9.058.398 9,058,398 

Swamp 
   

Own Funding 3,451,219 3.451.219-6.902.438 6,902,438 
Loan Funding 4,162,492 4.162.492-8.324.983 8,324,983 
Tidal Swamp 

   
Own Funding 3,366,281 3.366.281-6.732.562 6,732,562 
Loan Funding 5,095,828 5.095.828-10.191.656 10,191,656 

Average 
   

Own Funding 4,020,815 4.020.815-8.041.629 8,041,629 
Loan Funding 4,609,168 4.609.168-9.218.335 9,218,335 

 
Based on the data presented in Table 9, there was not too much variation in the extent 

of the level of capital creation among rice land typologies and between sources of farming 
costs. For own funding, the highest limit for sufficiency was in irrigated land, while the lowest 
was in tidal swamp land. For sources of loan costs, the limit was highest on tidal swamp 
land, while the lowest was on swamp land. 

Furthermore, based on criteria for the three levels of capital creation groups in Table 
10, it was calculated how many farmers belong to that level. 

Based on the data presented in Table 10, both farmers, own funding and loan funding 
were mostly classified as medium capital creation level, which was 56% and 44% 
respectively. The lowest of capital creation is at the low level. Farmers who were categorized 
as high capital creation were 39% and 36% for each source of funding. 
 

Table 10 – Level of capital creation on rice farmers in South Sumatera, 2017 
 

 
 

Farmers 

(person)
%

Farmers 

(person)
%

Farmers 

(person)
%

Farmers 

(person)
%

Irrigation

  Own Funding 10 22 13 29 22 49 45 100   

  Loan Funding 3 20 7 47 5 33 15 100   

Swamp

  Own Funding 5 17 13 43 12 40 30 100   

  Loan Funding 2 7 15 50 13 43 30 100   

Tidal Swamp

  Own Funding 3 10 15 50 12 40 30 100   

  Loan Funding 2 7 22 73 6 20 30 100   

Average

  Own Funding 18 17 46 44 41 39 105 100   

  Loan Funding 6 8 42 56 27 36 75 100   

Funding 

sources by 

typology of 

land

Capital creation level

Low (< 50%) Medium (50%-100%) High (> 100%) Total
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CONCLUSION 
 

Production per hectare of own funding rice’s farmers was 29% greater than farmers on 
loan funding farmers. This difference was contributed by tidal swamp land, which was more 
than doubled and 20% in swamp land, while from irrigated land it was relatively small at only 
4%. This larger production causes revenue to increase by more than 30%, prices are 
relatively no different. On the other hand, producing cost of own funding farmers 26% was 
lower than loan funding farmers. This condition causes the income of own funding rice’s 
farmers per hectare 56% was greater than the income of loan funding farmers. 

The contribution of rice farming income to family income was dominant: 73% for own 
funding farmers and 75% for loan funding farmers. With the family spending were not too 
different, capital creation of own funding farmers was greater than loan funding farmers. 
Overall, almost half of the farmers have a medium level of capital creation capability (50% -
100% can cover production costs), the remaining one third was more classified as high 
capital creation and one-eighth was classified as low. 

Efforts to reduce the dependence of rice farmers on non-formal lending institutions, the 
government should develop more agricultural cooperatives and simplify banking 
administration. To reduce rice farming cost of loan funding farmers are savings of labor costs 
by supervising their labor and finding sources of loans with the lowest loan interest rates. 
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ABSTRACT 
Diarrhea remains one of the main causes of death of young children, particularly in 
developing countries. Poor water and sanitation are the main drivers of this disease. 
Indonesia still faces problems in providing improved drinking water and proper sanitation 
access for all communities. The Government of Indonesia has pledged to meet the target of 
SDGs in sanitation and clean water in 2019 with ‘universal access’. This study objective to 
examine whether the relationship between unimproved sanitation, unimproved water and 
diarrhea diseases in Indonesia and to discuss the latest development of sanitation and clean 
water provision in Indonesia using Indonesia’s Socio-Economic Survey (SUSENAS) data for 
2011 and 2015. This research uses linear growth method and logistic regression to make 
projection and analysis. The study finds evidence that poor water and poor sanitation 
continue to cause diarrhea in Indonesia. We also predict that the Indonesian Government 
cannot achieve the target of SDG in 2019. 
 
KEY WORDS 
Drinking water, sanitation, diarrhea, SDGs, sustainable development. 
 

Indonesia consists of 34 provinces, 416 districts, and 98 cities. For next down level it 
has 7,094 subs local district that consists of 73,183 villages and 8,412 urban wads (UNICEF, 
2016). The astounding number of any nation in the world (India is the biggest). Open 
defecation heads of districts are directly elected – as a result of Indonesia’s “big bang” 
decentralization that started in the early 2000s. 

Every year almost 150 thousand children less than five years old die in Indonesia, in 
most cases from preventable causes linked to diseases such as diarrhea. More than 50 
million Indonesians don't utilize toilets, which is the second most leaves excreta that flies or 
playing children can bring into the house and it then can contaminate of drinking water with 
eating utensils or even get consumed directly with food by children who fail to wash their 
hands properly. 

Diarrhea is induced by contagious organisms contains protozoa, bacteria, viruses and 
helminthes which are transferred from  individual stools to mouths of other individuals by the 
term fecal-oral transmission (Begum et al., 2011). Human waste is a major source of 
pathogenic diarrhea although animal feces also contain microorganisms that can cause 
diarrhea. As a result, the disease can be resisted by improving water quality and preventing 
the digestion of water that comes from infected sources (Briscoe, 1977). Diarrhea can 
disseminate well form one individual to another. 

Diarrhea is the main health issue for the youth children in some developing countries 
(Begum et al., 2011). Hard infectious diarrhea in children occurs mostly happen under bad 
environmental sanitation and hygiene condition, deficient water supplies, and poverty 
(Begum et al., 2011). Childhood diarrhea in industrialized countries is the predominant and 
high economic cost (Begum et al., 2011). In developed countries, there are many factors 
such as daycare attendance, contact with symptomatic persons in the home or elsewhere 
exposure, lack of breastfeeding, and exposure to contaminated food and water childhood 
diarrhea are related to childhood diarrhea. 

mailto:ariefwyd11@gmail.com
mailto:arianto.paturnu@anu.edu.au
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Most of the diarrhea fatality is caused by unimproved water, bad sanitation, and 
hygiene. Young children from household implementing open defecation in streams or river 
have diarrhea rates are about 66 percent higher than those in family that has toilet facility 
and septic tank (UNICEF, 2012). The major pathogenic organisms of diarrhea in many 
countries transmitted through fecal-oral route (Faechem, 1984). The development in 
sanitation and water, together with the better living standards, have the main role to cut down 
diarrhea prevalence and to control typhoid and cholera epidemic in North America and 
Europe from 1860 until 1920 (Esrey et al., 1985). 

Approximately 72 million Indonesians do not get access to adequate drinking water, 
and around 33 millions of them can only access unimproved water (ANTARA, 2017). 
Furthermore, 100 million Indonesians lack access to better sanitation facilities. Indonesia 
medium development term plan (RPJMN) 2015-2019 has included the availability of access 
to drinking water and proper sanitation for all people or we called as "universal access". 
According to Indonesia Statistic Office in 2015, the attainment for drinking water is 71 
percent and sanitation 62 percent respectively. 

Improved water supply access increase 15 percent in over last decade from, with only 
a small percentage of the population (about 21 percent) get access to piped water facility in 
2012 (WHO/UNICEF 2014). Indonesia has already met Millennium Development Goal 
(MDG) target. Despite the progress during 2009-2012, higher efforts are required to achieve 
Indonesia government target of 100 percent improved water access by the end of 2019. Most 
of the progress took place in village areas, where improved water access facilities going up 
from 61 percent in 1990 to 76 percent in 2012. In urban areas, the progress has been slower. 

Equally important is access to improved sanitation. Sanitation is facility and service for 
safely human disposal and human waste based on WHO definition. Lack of sanitation is the 
main factor the incidence of illness and improved sanitation are known to give the positive 
effect on health both at home and in the community. The sanitation term is related to the 
preservation of the hygienic environment, through activities such as garbage collection and 
waste water disposal. 

Sanitation access in Indonesia has inclined over last decade from 35 percent to 59 
percent in 2012 (WHO/UNICEF JMP 2015). Despite low progress in the last two decades, 
the recent development in improved sanitation access suggests that Indonesia probably 
meet the SDG target in 2019. One important meaning in Indonesia case is that sanitation 
includes solid waste, drainage, and water management. 

Improved sanitation access and clean water are also included in Sustainable 
Development Goals (SDG), as declared on 25 September 2015 by United Nations. In 
particular, the goal is to “providing sustainable management of sanitation and water for all”. 
Some detail points related to this goal are to: 

 Accomplish universal access to provide safe drinking water for everybody; 
 Accomplish provide fair hygiene and sanitation for all and stop open defecation, 

giving special awareness for women and girls; 
 Develop water quality by eliminating disposal, reducing pollution, release hazardous 

chemical and materials, increasing recycling and reuse action; 
 Improve the effectiveness of water use in all areas and economically guarantee and 

supply of freshwater to solve lack of water and decrease the quantity of water 
shortage for individual’s experience; 

 Broader global participation and limit the number of building to create nations in 
sanitation and water associated exercises and projects, involve water productivity, 
water collecting, wastewater treatment, desalination, and reuse innovations; 

 Support the enthusiasm of local communities in sanitation and water operation. 
We are interested to explore the relationship between sanitation, safe water access 

and diarrhea in Indonesia. Based on that, we develop the following questions: 
 Is Indonesia on the right track to achieve the SDG target in terms of clean water and 

sanitation? 
 Are unimproved sanitation and poor drinking water major causes of diarrhea 

diseases? 
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LITERATURE REVIEW 
 

The SDGs is a comprehensive and complex global agenda for the world in the future in 
2010 (Nicolai et al. 2015). Millennium development goals (MDG)’s objective is development 
global demonstrative, narrow objective and focuses to developing countries, SDG universally 
accepted and represent complexity sustainable development in all aspects (Nicolai et al., 
2015). Nicolai et al., (2015) make the best available projection to all SDG target progress for 
some countries, where there are gaps calculated by them. Based their projection, they found 
the sanitation and clean water target in developing countries is in the right direction, but the 
growing need to accelerate more of current growth in order to meet the goals. Nicolai et al., 
(2015) suggest that sanitation and clean water need significant action and innovation. 

Many researchers have studied the relationship between sanitation, drinking water and 
diarrhea. Henry et al., (1990) discuss sanitation condition, infectious food and water, and 
diarrhea in Bangladesh village. They found that sanitation and sanitation intervention plan 
had a significant effect on diarrheal morbidity in children aged 6-23 months in also children 
less than 5 years of age. Another study, Begum et al., (2011) found that improve sanitation 
and water joint together have strong effects cutting down diarrhea among children under five 
years old. They suggest creating public policy by supporting private (household) and public 
investments in sanitation and water to cut down diarrhea case. 

Cameron & Olivia (2011) found that sanitation has developed over the past decade in 
Indonesia. The Indonesian government had done many approaches to solve the sanitation 
problem. The top-down approach was initially used, but not very effective with regards to the 
provision of infrastructure. Community base evolution models were considered to have had 
more success. A recent study by Patunru (2015) shows that providing sanitation access and 
decent water source remain important for cutting down the spreading of diarrhea. 
Furthermore, improving sanitation is relatively of higher urgency than improving water 
source. 

Esrey et al., (1985) observe a favorable effect of good sanitation and water on 
diarrhea, whereas water quality improvement to be less important than improvements of the 
available water or excreta disposal.  Some studies showed the purpose of controlling 
diarrhea, cholera and other diseases, the water quality and quantity have important factors 
(Briscoe, 1977). A number related studies have unsuccessful to find health gain significantly 
while the water quality was developed alone Wall & Keeve (1974),  Levine et al., (1976), 
Baltazar et al., (1988), in contrast to those who found health gain significantly of improved 
water quality (see, for instance Wagner & Lanoix, (1959)). This is opposite findings that have 
previously found health gain significantly of the improved water quality that was conducted by 
(Wagner & Lanoix, 1959). 

In brief, the effectiveness of sanitation and good water supply on diarrhea and other 
water-associated diseases some developing countries have been expanding discussed and 
debated among researchers for several decades, Saunders & Warford (1976), McJunkin 
(1982),  Faechem & et al., (1983) without reaching a single conclusion. 

The previous study explains that the evidence related to the sanitation is not strong 
evidence World Bank (2006),  Pattanayak et al., (2007). The evidence water variable is also 
found differently: however bad water mostly is the main cause of diarrhea, some seen as the 
opposition are noticeable findings in some studies exploring this relationship. Esrey et al., 
(1985) see the effect of better sanitation and water related to diarrhea. 
 

METHODS OF RESEARCH 
 

In order to answer the first question, we create the projection for Indonesia 
achievement by using linear growth method. Even though, there is the criticism of this 
method (for example Osorio (2008); Hailu & Tsukada (2011), we continue, nevertheless, 
because the objective is only in getting indicative figures. This method was used by Patunru 
(2015) to create the projection of Indonesia’s development in safe drinking water and 
sanitation with regards to its MDG target. Patunru (2015) found that Indonesia could achieve 
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MDG target in 2015. In line with Patunru (2015), WHO/UNICEF Joint Water Supply and 
Sanitation Monitoring Programme (2015)  drinking water and sanitation report showed that 
Indonesia has met the MDG target. 

Following Patunru (2015) we use the data compiled by WHO and UNICEF. We run 
linear growth projection to get indicative figures of Indonesia’s improved sanitation and water 
access in 2019. We use 2015 data as it is the base year for the SDG program. We project to 
the year 2019 as it is the target year that Indonesian government wants to achieve its SDG 
target. Later, we compare the result with the requirement of SDG itself. 

To address the second question, we use a series of logistic regressions, following 
Patunru (2015). The dependent variable in this study represents whether or not a household 
member surveyed in the SUSENAS has had diarrhea disease. We assign 1 (one) if the 
household member suffers diarrhea within last 1 month to the survey and assign 0 (zero) 
otherwise. Unlike in the previous years’ surveys, in the 2015 SUSENAS, there is no single 
question that specifically asks about diarrhea incidence. Instead, the question bundles 
diarrhea together with other health complaints (“fever, cough, runny nose, diarrhea, 
dizziness, chronic illness, and so on”). We are aware, nevertheless that diarrhea still 
becomes the major disease in Indonesia in 2015, for example, there was 18 extraordinary 
events diarrhea involving 1,213 people and the death of 30 people (Ministry of Health 
Indonesia 2015). 

The key variables of interest are unimproved sanitation and unimproved drinking water 
supply facilities. In WHO/UNICEF (2015) report and its JMP Update 2017 website, improved 
water source is defined as “based on the nature of its construction, enough to protect the 
source from outside contamination, especially fecal matter” whereas, an improved sanitation 
is one that “hygiene and free from human contact”. By their definition, shared sanitation 
facility with other households is not considered as “improved”. WHO/UNICEF (2014) defines: 
Unimproved water namely surface water consists of dam, river, channel, ponds, spring, 
streams, irrigation channel, and ‘unimproved sources’ consist of unsafe dug well, unsafe 
spring, small tank, bottled water when in fact ‘unimproved sanitation’ namely  open 
defecation such as defecate in fields, bushes, forests, beaches, open area of water, or open 
area or disposed of with solid waste; ‘unimproved facility’ means not hygienic human excreta 
area from human contact, including bucket latrines or pit latrines and ‘shared facilities’ means 
facilities can be occupied by two or more households. 

Some variations in the definition of drinking water and sanitation are found elsewhere. 
For instance, ‘bottled water’ in common term is advised unimproved by JMP’s meaning, 
nevertheless, it becomes improved meaning in Indonesia. Because we face different 
category, we have more attention in the component details of sanitation and water facilities. 
Based on that we define unimproved water is water that source from unsafe spring, or river, 
unsafe dug well. ‘Unimproved sanitation’ is sanitation access or facility besides shared or 
private toilet facility by means of the final disposal facility and water sealed latrine. Following 
(Patunru, 2015), we also accommodate different definition in our research. We use ‘stricter’ 
definition, ‘unimproved water’ not only aforesaid definition, but we also add safe dug well, 
safe spring or pump if they are located in the area within 10 meters away from the septic tank 
or the final disposal. The stricter definition of ‘unimproved sanitation’ as the facilities besides 
only private toilet with the similar definition as previously. 

This SUSENAS dataset is multilevel where we have the household in the first cluster, 
district or city cluster in the second and province in the last. Because of nature of our data, 
where persons/family units living in a similar range are not autonomous of each other, we 
utilize logistic regression (Rabe-Hesketh et al., 2005). 

There are many other factors that cause people who already use sanitation and 
improved water to get diarrhea. For instance, people have good water and sanitation facility 
can be affected by diarrhea because of bad environmental conditions in the neighborhood 
such as the practice of open defecation. We thus include a variable that represents the 
percentage of the population doing open defecation in the town where the family unit is 
found. UNICEF defines open defecation as defecation held in fields, bushes, forests, other 
open spaces or bodies of water, or disposal of human feces with solid waste.  We use 
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definition for open defecation as one that includes defecating in bushes, fields, open area of 
water, forests, beaches or other open area or solid waste disposal. 

On the other hand, access to health facilities might reduce diarrhea incidence. 
Similarly, higher income might help the household to live a better life and hence reduces the 
possibility of diarrhea. Therefore, following Patunru (2015) and Cameron & Olivia (2011), 
access to health facilities can reduce the incidence of diarrhea. Likewise, higher income can 
help households to live better lives and therefore reduce the likelihood of diarrhea. In line 
with previous research by Patunru (2015); Cameron & Olivia, (2011), this study also used 
control variables for the number of health centers in the district as well as per capita 
household expenditure (Log Expenditure Households) and added a poverty level variable 
(Poverty) due to poverty one of the factors of inability of the house ladder to have proper 
sanitation facilities and access to drinking water. Other control variables include gender 
(Male) and age (Age), highest education of the head of household (Households Education), 
urban or rural (Urban) or village location of the household, and the floor structure of the 
house including those on the ground floor (Earthen Floor) and Percentage Open Defecation. 

The level of poverty has a negative and significant influence on the fiscal capacity of a 
region (Risalam, 2013). This causes local governments with high levels of poverty to find it 
difficult to provide public goods such as access to drinking water and proper sanitation for the 
community. Low per capita income relates to the level of poverty in an area (Sari, 2018). In 
order to meet the first objective, we attempt to track Indonesia’s progress in drinking water 
access and sanitation and make a projection for 2019. We use data that was compiled by 
WHO and UNICEF. We use data from WHO UNICEF drinking water and sanitation progress 
report in recent data. 

As for the second objective, we use data from the National Socio-Economic Surveys 
(SUSENAS) operated every two years by Indonesia’s Office of Statistics (BPS). This survey 
involves about 250-300 thousand households’ sample or about 1 million representative 
persons. Here we use the 2011 and 2015 survey and get the new findings. This survey data 
has limitation problem for making comparisons among countries because every country has 
different questionnaire survey data so it makes hard to compare the development of any 
given country. 

In this research, we use maximum likelihood estimation model. Maximum likelihood 
estimation model we use for limited dependent and discrete variable with numerical 
integration (Rabe-Hesketh et al., 2005). 

The simple model includes solitary random part or different intercept between the 
group of samples and induces dependency in this group. Random effect model (RE) is very 
useful for panel data or cross-sectional data model that is grouped so the response for 
similar individual or group is cannot be assumed as independent after conditional for 
exogenous factor. In cross-sectional assembled, the cluster can be households, 
geographical entities, or firms. Multilevel suitable model with more than one level grouping. 
Nested random intercept in individual and firm level later can be used in heterogeneity model 
that unobserved between firm and individual within firms. The firm random intercept level 
between individuals within similar individual and firm random intercept level result in 
additional dependency in observations group in the similar individual. The random coefficient 
can be involved for heterogeneity model that unobserved in the effect variable within the firm 
and/or individual. 

Based on the characteristic data, we propose the model as follows: 
 

Y= βo + β1 Wi + β2j S i + Xi + εi 

 
Where: Y - variable response for diarrhea in household level; Wi - unimproved water in 
household level; Si - unimproved sanitation in household level; Xi - control variables; εi - error 
terms. 

Testing of the model is done to ensure that the model is suitable and able to represent 
existing data. Testing using AIC and BIC because the sample data in the study is very large 
above 900,000 samples so that if using McFadden R2 it will get a small value which may not 
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reflect the suitability of the model. AIC and BIC for 2011 amounted to 0.129 and -1.236e + 
07. Whereas for 2015 AIC and BIC are 0.158 and -1.23e + 07, the smaller the AIC and BIC 
the better the research model (Suwardi, 2011). Testing for logit models with sensitivity and 
specitivity to get a good model (Suwardi, 2011). Results obtained correctly (correctly 
classified) above 98% for 2011 and 2015. Based on the test stated that the model is able to 
state correctly above 98% 
 

RESULTS OF STUDY 
 

Table 1 shows the progress of the percentage of sanitation and drinking water in 
Indonesia as compared to its SDG targets. Indonesia wants to achieve ‘universal access’ in 
2019. However, as the table shows, Indonesia is not on track to achieve it. Indonesia should 
take more action to accelerate the percentage of sanitation and safe drinking water. 
Indonesia Government target for universal access to provide improved sanitation and water 
facility for all and reduce the number of unimproved water and sanitation until zero percent 
by the end 2019 (PAMSIMAS, 2015), similar with SDG target but the difference only the 
period. The SDG target by in the end 2030, provide equitable access to safe universally and 
affordable drinking water for all. 
 

Table 1 – Unimproved Water and Sanitation Access 
 

 
Population 1990 2012 2015 2019# SDGs Difference 

 
 

(million), 2010) (%) (%) (%) % Target (%) (percentage points) Status 
Water: percentage of population: unimproved drinking water sources 

   
Indonesia 240 30 15 13 10.40 0 -10.40 not on track 

Rural 121 39 24 21 17.8 0 -17.8 not on track 
Urban 120 10 7 6 5.2 0 -5.2 not on track 

Sanitation: percentage of population: unimproved sanitation 
    

Indonesia 240 65 41 39 34.03 0 -34.03 not on track 
Rural 121 76 54 53 48.14 0 -48.14 not on track 
Urban 120 39 29 28 25.63 0 -25.63 not on track 

 

Note: (#) Based on the growth rate of 1990-2015; SDGs Target. 
Source: WHO/UNICEF (2015), author calculation. 

 
Table 2 – Descriptive Statistic Variables 

 

Variable 
2011 2015 

Mean Stdev Mean Stdev 
Response Variable 

Diarrhea 0.015 0.12 0.16 0.23 
Independent Variable 

Unimproved Water 0.19 0.39 0.15 0.35 
Unimproved Sanitation 0.25 0.43 0.03 0.17 

Unimproved Water strict 0.19 0.39 0.15 0.35 
Unimproved Sanitation strict 0.35 0.48 0.12 0.33 

Control Variable 
Male 0.50 0.50 0.50 0.50 
Urban 0.41 0.49 0.43 0.49 

Earthen Floor 0.08 0.27 0.06 0.25 
Age 28.76 19.78 30.00 20.02 

HH Head Education 3.99 3.64 5.96 3.29 
Log expenditure HH 13.17 0.32 13.44 0.33 
Pct Open Defecation 0.26 0.44 0.27 0.45 

Health Centre 71.29 39.71 21.53 13.87 
Poverty 13.93 8.10 12.15 7.19 

 
The table implies that sanitation access should be of higher priority than drinking water 

access as the government has to reduce the 34 percent unimproved sanitation rate, as 
compared to the 10 percent unimproved water rate at the national level. For the second 
objective, we summarize the descriptive statistics in Table 2. The average diarrhea 
prevalence in 2011 was only 0.015 but in 2015 it has increased to 0.016 in household level. It 
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means that in the average number of diarrhea case is 1.5% in 2011; this rate has the smaller 
increase in 2015. Recall, however, that in the 2015 SUSENAS, the question bundled 
diarrhea with fever, cough, and other health problems. The table also shows that in contrast 
to the increase in diarrhea prevalence, exposure to bad water and environmental sanitation 
during the period. 

Moving to the next question of whether or not unimproved water and/or unimproved 
sanitation contribute to increase in diarrheal incidence, Tables 3 and 4 summarize the results 
for the year 2011 and 2015, respectively. In both years we use the more common definitions 
of unimproved water and sanitation (denoted “standard model”) as well as the stricter 
definitions (denoted “strict model”). 
 

Table 3 – Results of Logistic Regression Analysis Year 2011 
 

Model Coefficients Odds Ratio Confidence Interval 
Model I (Standard) 

Unimproved water 0.058** 1.060 (1.008, 1.114) 
Unimproved Sanitation 0.139*** 1.149 (1.079, 1.222) 

Model II (Strict) 
Unimproved water strict 0.052** 1.053 (1.002,1.107) 

Unimproved Sanitation strict 0.215*** 1.239 (1.179, 1.304) 

 
Table 4 – Results of Logistic Regression Analysis Year 2015 

 

Model Coefficients Odds Ratio Confidence Interval 
Model I (Standard) 

Unimproved water 0.053** 1.055 (1.003, 1.109) 
Unimproved Sanitation 0.069 1.072 (0.975, 1.179) 

Model II (Strict) 
Unimproved water strict 0.054** 1.056 (1.004, 1.109) 

Unimproved Sanitation strict 0.021 1.021 (0.969, 1.075) 

 
Table 5 – Results of Logistic Regression Analysis Year 2011 for Control Variable 

 

Model Coefficients Odds Ratio Confidence Interval 
Model I (Standard) 

Male 0.0324 1.033 (-0.006, 0.0702) 
Urban -0.1509*** 0.860 (-0.196, -0.1054) 

Earthen Floor 0.0959*** 1.101 (0.0271, 0.1646) 
Age 0.0124*** 1.012 (0.0113, 0.1337) 

HH Education -0.0348*** 0.966 (-0.041, -0,029) 
Pct Open Defecation 0.0831*** 1.087 (0.0216, 0.1445) 

Health Centre 0.0001 1.000 (-0.0005, 0.0005) 
Poverty 0.0143*** 1.014 (0.0114, 0.0171) 

Ln Expenditure 0.2290*** 1.257 (0.1515, 0.3065) 
Model II (Strict)    

Male 0.0316 1.032 (-0.006, 0.0695) 
Urban -0.1498*** 0.861 (-0.195,-0.104) 

Earthen Floor 0.0838* 1.087 (0.0151, 0.1526) 
Age 0.0125*** 1.013 (0.0115, 0.0135) 

HH Education -0.0335*** 0.967 (-0.040, -0.027) 
Pct Open Defecation 0.0450 1.046 (-0.008, 0.0983) 

Health Centre 3.5500** 1.000 (-0.0005; 0.0005) 
Poverty 0.0141 1.014 (0.0112, 0.0170) 

Ln Expenditure 0.2300 1.259 (0.1526; 0.3074) 
    

 
Table 3 implies that in 2011, a person living in an environment with poor environmental 

sanitation will have a risk of developing diarrheal diseases about 1.2 times compared to 
those living in a place with good environmental sanitation. Table 4 shows that in 2015 this 
likelihood decreases slightly to 1-1.1 times. In terms of water, both tables show that 
households with unimproved water are only slightly prone to diarrhea disease compared to 
those with improved water. These imply that, firstly, increased access to improved sanitation 
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and improved water may help reduce the incidence of diarrhea. Secondly, the effect of 
unimproved sanitation seems bigger than unimproved water. Thirdly, the government made 
good progress in providing better good water and sanitation facility during 2011-2015. This is 
consistent with Joint Monitoring Programme (JMP) reports that Indonesia has made a 
moderate progress in improving its sanitation and water supply (WHO/UNICEF JMP 
Programme 2015). The results are also consistent with Begum et al., (2011) found both good 
sanitation and water access have significant effect reduces the prevalence of diarrhea for 
children under five years old. In addition,  Baltazar et al., (1988)  found improved sanitation 
reduced diarrheal incidence in Malawi, consistent with the fact that we find the bigger effect 
from unimproved sanitation relative to unimproved water. 

Based on Table 5 for the standard model we can see that people living in urban areas 
are less at risk of developing diarrhea compared to people living in rural areas. In 2011, 
people who lived on the ground floor were more at risk of developing diarrhea 1.1 times than 
people living in rural areas. Respondents who have an older age have a risk of getting 
diarrhea once more than those who are younger. Education has a negative relationship with 
the chances of developing diarrhea. Based on Table 5 with the standard model, heads of 
households who have higher education have a risk of developing diarrhea one time smaller 
than those with low education. 

The habit of defecating in open spaces has a risk of developing diarrhea one time 
greater than the one who defecates in a place with proper sanitation facilities. Poverty rates 
have a positive relationship with the chance of diarrheal diseases. Based on table 5.5 the 
standard model for 2011. Poor people have a one-time chance of experiencing diarrheal pain 
compared to people who are not poor. For per capita income factors have a negative 
relationship where people who have greater per capita income, the chance of experiencing 
diarrheal disease is 1.2 times smaller than people who have small per capita income. 
 

Table 6 – Results of Logistic Regression Analysis Year 2015 for Control Variable 
 

Model Coefficients Odds Ratio Confidence Interval 
Model I (Standard) 

Male -0.0266 0.974 (-0.060, 0.0070) 
Urban 0.0130 1.013 (-0.026, 0.0522) 

Earthen Floor 0.0088 1.009 (-0.602, 0.0777) 
Age -0.0013** 0.999 (-0.002, -0.0003) 

HH Education 0.0056* 1.006 (0.0002, 0.0109) 
Pct Open Defecation -0.0291 0.971 (-0.0680, 0.0098) 

Health Centre -0.0017** 0.998 (-0.003, -0.0005) 
Poverty 0.0068*** 1.007 (0.004, 0.010) 

Ln Expenditure -0.1412*** 0.868 (-0.2070, -0.075) 
Model II (Strict)    

Male -0.0266 0.974 (-0.060, 0.0070) 
Urban 0.0123 1.012 (-0.060, 0.0070) 

Earthen Floor 0.0093 1.009 (-0.060, 0.0782) 
Age -0.0013** 0.999 (-0.002, -0.0003) 

HH Education 0.0056* 1.006 (0.0002, 0.0109) 
Pct Open Defecation -0.0277 0.973 (-0.067, 0.0112) 

Health Centre -0.0018** 0.998 (-0.003, -0.0005) 
Poverty 0.0068*** 1.007 (0.0039, 0.0097) 

Ln Expenditure -0.1412*** 0.868 (-0.207, -0.075) 
    

 
Based on table 6 for the 2015 standard model there are several meanings. First, 

women have the opportunity to experience diarrhea more than once when compared to men. 
Both age factors still have a positive relationship with the number of diarrheal diseases, the 
higher the age, the higher the risk of developing diarrhea. In 2015, the number of health 
centers in a region had a negative relationship. The greater the number of hospitals or the 
availability of Puskesmas, the risk of getting diarrhea is smaller one time than in regions 
without or with a smaller number of Puskesmas. Poverty in 2015 still has a positive 
relationship with the number of cases of diarrhea. The poorer in an area the greater the 
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chance that the area will suffer from diarrhea. Per capita income also still has a negative 
relationship with the chance of developing diarrhea. 

Respondents' economic factors are factors that influence the emergence of diarrheal 
disease in Indonesia, this is evidenced by the variable poverty or poverty rate and income 
per capita of the Indonesian population. 
 

DISCUSSION OF RESULTS 
 

The Government has targeted that by 2019 every Indonesian should have access to 
100% viable sanitation. To achieve the 100% target, the sanitation service approach will be 
done through local system services and centralized systems with community-based and 
institutional approaches. Indonesia administration structure that divides in some level 
government starts from the rural area until province level which has different characteristic. 
This condition has become a challenge for the government to control and accommodate 
many plans. The duration project is still too short period in order to achieve. The government 
can evaluate this project whether to reduce the target or extend the period. Diarrhea still 
becomes the major disease in Indonesia. The government has implemented many policies to 
cut down the prevalence of this disease. The progress and policy related to diarrhea are 
fairly good from year to year. 
 

CONCLUSION 
 

Unimproved sanitation and unimproved water still contribute to diarrhea disease in 
Indonesia. However, there are many other factors that jointly affect the incidence of diarrhea 
case. In our model gender, head household education, open defecation practices, earthen 
floor, household expenditure and poverty are some factors that also affect the incidence of 
diarrhea in Indonesia. 

It is possible if people living in areas with poor sanitation and clean water can more 
possibility to get diarrhea because the organism that causes the incidence of diarrhea live in 
the dirty or bad environment. This organism common transmitted through fecal-oral route 
(Faechem 1984). As a result, people live in bad sanitation and water access environment 
have higher possibility to get diarrhea rather than people who live in the good environment. 
 

SUGGESTIONS 
 

Indonesia has made innovation and extra action in order to meet its universal access 
target in 2019. The precise time for which the universal access target is met may still need to 
be evaluated. For example, firstly, Indonesia government should make a community-based 
program in some selected areas that support for society by giving them training and facilities 
to establish clean water and good sanitation. If this program can work well and sustainable in 
these selected areas, the government can replicate this program at a national scale. 
Secondly, Indonesia government can attract the private sector to help provide sanitation and 
safe drinking water infrastructure in some remote areas. Thirdly, Indonesia government can 
make early childhood education program for universal access. This program gives young 
children basic knowledge in safe water and sanitation knowledge. 
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ABSTRACT 
The KRPL program is a breakthrough that could increase the ability of communities in terms 
of farming, food self-sufficiency in order to meet family food needs are diverse, nutritious and 
healthy and ensure continuity in terms of food supply that is safe for each individual. The 
implementation of the KRPL program in Banda Aceh City has 9 factors includes motivation, 
participation, land area, age, education, work background and also the community's 
perspective on the yard only on aesthetic value.From nine factors which suspected to affect 
the effectiveness of the program, then there are three factors that significantly positive, 
namely: motivation (X1), land area (X3), and the intensity of the counseling (X7). It is meant to 
improve the effectiveness of the program, then increase the motivation factor, the area and 
intensity of extension needs to be improved.From the results of data processing shown that 
there are 6 factors were not significant, namely: participation (X2), age (X4), education (X5), 
jobs (X6), the characteristics of innovation (X7), grants (X9). These 6 factors have no 
significant effect because the land area that is owned is too narrow, which is less than 3 m2 
so that the results obtained are low and do not affect the independence of the program. 
 
KEY WORDS 
Effectiveness, KRPL program, yard, land. 
 

Food is a vital object that should be fulfilled by human availability for survival. 
Therefore, food needs for each person are the most essential rights that must be fulfilled. 
The availability of food is one of the important dimensions in the concept of food security that 
cannot be separated from other dimensions, namely accessibility (affordability) of society to 
food, and stability of food prices (Purwantini et al., 2005; Arifin, 2007). 

Ministry of Agriculture Regulation number 15 year 2015 concerning Food Security is a 
condition of fulfilling food for the country to individuals which is reflected in the availability of 
sufficient food, both quantity and quality, safe, diverse, nutritious, and evenly distributed. 
Food security is a priority in overcoming hunger and malnutrition so that it becomes an 
important prerequisite for sustainable development. Based on the record of the Ministry of 
Agriculture in Ashari et al (2012) there are 100 regencies / cities in Indonesia potentially 
food-insecure, most Indonesian people, food consumption level is still concentrated on the 
main food is rice. 

Bahar (2010) states that the rate of vegetable consumption in Indonesia is still low, 
around 40.8 kg per capita per year, while the FAO standard of 75 kg per capita per year, 
even the standard for healthy Indonesia 91.25 kg per capita per year. The Presidential 
Regulation dated June 6, 2009, concerning the diversification of local resource-based food 
consumption aims to accelerate the diversification of local resource-based food consumption 
through synergic collaboration between the central government, regional government and the 
community. 

Following up the Presidential Regulation (PP) related to the diversification of food 
consumption, the Ministry of Agriculture in 2010 construct a concept of accelerated 
diversification of food consumption through a program of Sustainable Food Houses Region 
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(KRPL). The KRPL program is a breakthrough that could increase the ability of communities 
in terms of farming, food self-sufficiency in order to meet family food needs are diverse, 
nutritious and healthy and ensure continuity in terms of food supply that is safe for each 
individual. 

Banda Aceh is the most populous region in Aceh Province with a population of ± 250 
million people and an area of 61.36 km2. The implementation of the KRPL program in Banda 
Aceh began to be implemented in 2013 up to the present. The villages who participate in the 
KRPL program were 35 groups for a period of 5 (five) years. The implementation of the 
KRPL program in Banda Aceh City has various obstacles including motivation, participation, 
land area, age, education, work background and also how to change the community's 
perspective on the yard which has only been aesthetically valuable. However, the yard is 
also used as a family food source to fulfill the diverse, nutritious and safe food and can help 
maintain daily food, so as to realize the family's food security. 

Based on the results of research conducted by the author in Banda Aceh, thing that 
has been done by the government (counseling) to the community was correct and has 
followed established technical guidelines, but the lack of understanding of the government 
(extension) on community characteristics when determining program targets for carried out 
KRPL activities, so that the KRPL program can run effectively as it should. 

Sustainable Food House Area Programs (KRPL) in the utilization of the yard in Banda 
Aceh could be said to be ineffective and is influenced by several factors. However, the extent 
to which these factors can influence the KRPL program can not be known with certainty. it is 
suspected the majority of people lack a strong appeal and focus to take advantage of home 
gardens as an environmentally friendly yard and as designed by the Ministry of Agriculture in 
2010. The lack of effectiveness of the program Sustainable Food Houses Region (KRPL) in 
the utilization of the yard in Banda Aceh caused by people who are not background farmers, 
people who have their own busyness or limitation of free time, the characteristics of the land 
area, age, education, occupation and the lack of motivation and participation in farming.So 
that, with this continuity KRPL program in urban communities is very complicated allegedly 
carried out, because changing the behavior and mindset of someone of diverse backgrounds 
is very difficult especially who are familiar with the very practical lifestyle and almost 
instantaneous. 

Given the magnitude of the benefits gained with the implementation of KRPL, the 
authors are interested to analyze the factors that influence the effectiveness of the program 
and analyze the effectiveness of the program Sustainable Food House Area (KRPL) in 
Banda Aceh. 
 

LITERATURE REVIEW 
 

The Sustainable Food House Area (KRPL) is a settlement area formed by a group of 
several sustainable food household members who apply the methods of utilizing land or land 
resources properly, based on environmentally friendly local resources in providing family 
food and nutrition, and adding family income both through the efficiency of reducing family 
expenditure costs and the sale of the products it produces in achieving food security and 
family welfare on the basis of active participation that integrates with each other among 
households in the community (Saliem 2011). 

The Sustainable Food House Area (KRPL) is an effort to lead to the adequacy and 
independence of household food. The development of KRPL also has the aim of reducing 
household expenditure costs by fulfilling their daily needs by utilizing the resources they 
have, as well as being able to avoid the effects of extreme climate anomalies. KRPL will be 
the foundation for anticipating changes in the conversion of agricultural land with conditions 
in the use of the land (Ministry of Agriculture, 2011). 

The development of KRPL is a movement from households, hamlets up to the village 
level in collaboration with PKK Driving Team mothers from the provincial level to the Dasa 
Wisma and government agencies only function as motivators, facilitators, and stabilizers for 
this movement (Food and Implementing Resilience Agency Extension, 2012).KRPL are 
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households that utilize the yard intensively through the management of local natural 
resources wisely, which ensures continuity of supply while maintaining and improving the 
quality, value and diversity, as well as food needs by taking into account local resources will 
have a positive impact on households and the environment with the use of local resources, 
many benefits that can be achieved namely ecological, economic, social, and health benefits 
for households, in the KRPL program each household is required to have one type of 
horticulture, livestock and fisheries. 
 

METHODS OF RESEARCH 
 

Location and Object of Research. The location of this research was carried out in 
Banda Aceh. The object of the research was carried out on household groups as participants 
involved in sustainable food house area program activities (KRPL). This research prioritizes 
the "mode" value, so that the large number of respondents is not a primary consideration 
(Pearson et al. 2003), but a deep understanding of each respondent was very essential. 

Techniques of Sampling and Population. The sampling technique was done 
deliberately or purposive sampling, which is on the group management (chairman, secretary, 
treasurer) who receive the program, In general, the group administrator more aware and 
active in terms of program implementation home areas of food sustainably (KRPL) in 
comparison with the other members. The population determined was 54 people as 
respondents. consists of 9 sub-districts, each sub-district is taken by two representative 
villages. It means that the number of groups conducted by the research is 18 groups, each 
village consists of 3 people from each group. 

Technique of Data Collection. The data collection was done by using a survey that is 
conducted interviews and based on the questionnaire that has been prepared. The aspects 
observed were land area, age, education, occupation, extension intensity, characteristics of 
innovation and government funding for KRPL participants and around the implementation of 
the KRPL program, namely motivation and participation in growing vegetables in the yard. 

Primary data comes from the KRPL Program participants as research respondents. 
This primary data consists of qualitative data. Qualitative data is data that is not in the form of 
numbers, but is estimated by a scoring technique. Secondary data in this study were 
obtained from the relevant authorities, namely the Agricultural Extension Centers (BPP) 
Banda Aceh and other supporting publications that are related to this research. 

Technique of Data Analysis. To measure the factors that influence the effectiveness of 
the program and the level of effectiveness of sustainable food house area programs (KRPL) 
using multiple linear regression analysis based on effectiveness indicators are supported by 
the Windows SPSS 20.0 program. 
 

RESULTS AND DISCUSSION 
 

Factors Which Affecting Effectiveness Program. Internal factors that influence the 
effectiveness of the KRPL program consist of 6 factors: Motivation, Participation, Land Area, 
Age, Education, and Employment. 

Motivation is a desire that comes from oneself or caused by others who encourage 
someone to do certain activities to achieve goals. 
 

Table 1 – Distribution of Respondents Based on Motivation 
 

No Classification Category Amount of Respondent Persentage(%) 

1 Government program Low 28 51,85 
2 Neighbor’s Invitation Medium 20 37,03 
3 Own High 6 11,11 

 Amount  54 100 
 

Source: Processed Data. 
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Table above shows that out of 54 respondents amounted to 51.85% (28 people) are 
motivated by government programs, 37.03% (20 people) are motivated from a neighbor 
solicitation, while 11.11% (6) are motivated on their own. It was concluded that the motivation 
of participants in sustainable food house area programs was categorized as low. 

Participants' participation in the KRPL program was seen from several activities, 
namely socialization meetings and demonstration plot management meetings. Participation 
in socialization meetings, namely the participation of someone in terms of carrying out 
program activities in accordance with the results that have been socialized. While the 
participation of the demonstration plot management is the involvement of participants to 
jointly manage the demonstration plot garden as an example of a shared yard. 
 

Table 2 – Distribution of Respondents Based on Participation 
 

No Classification Category Amount of Respondent Percentage (%) 
1 Attendance< 4 Kali Low 29 53,70 
2 Attendance 4-8 Kali Medium 19 35,18 
3 Attendance> 8 Kali High 6 11,11 
 Amount  54 100 
 

Source: Processed Data. 

 
The data above shows that the participation of participants in the implementation of the 

KRPL program obtained a low category in the activities of group farmer socialization and 
management meetings which were only <4 times the number of attendees with the 
percentage of respondents reaching 53.70% or 29 people out of 54 respondents. The 
attendance of meetings with attendance levels between 4-8 times reached 35.18% or around 
19 people. Whereas those who have attendance above> 8 times were 11.11% (6 people). 

Land is a very important factor for farmers, even Onghokham (1984) calls land a 
heirloom land for farmers. The high and low income of farmers is strongly influenced by the 
area of land that they control, both their own, rent, or profit sharing. Likewise, it can affect 
farmers' decisions in the effort to prosper their families, is it enough to just farm or need to 
find another job. The city of Banda Aceh is located in the central area of the Capital City of 
Aceh Province, so that in the City area there is rarely a large yard. This is due to the city of 
Banda Aceh which is dominated by the building of public facilities such as Office, School, 
Shopping, Hotel, Restaurant, and supermarkets that less attention to their yards. 
 

Table 3 – Distribution of Respondents Based on Area 
 

No Classification Category Amount of Respondent Percentage (%) 

1 < 3 meter
2 

Very narrow 26 48,14 
2 3 s/d 6 meter

2 
Narrow 20 37,03 

3 > 6 meter
2 

Medium 8 14,81 

 Amount  54 100 
 

Source: Processed Data. 

 
From the table above it can be seen that most respondents have a very narrow land <3 

M2 as many as 48.14%, then the respondent had land measuring 3-6 M2 was 37.03%. While 
respondents who have land measuring> 6 M2 as much as 8%. This shows that most KRPL 
program participants have very narrow land, with this can affect their decision to use the yard 
to grow vegetables. 

Age is one factor that has a large role in determining a person's ability to work. Certain 
types of work are often influenced by that age because they are related to the experience, 
physical abilities, enthusiasm, and emotional issues involved. Details of the complete data 
regarding the age of farmers can be seen in the table below. 
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Table 4 – Distribution of Respondents Based on Age 
 

No Age Range (Year) Age Category Amount of Respondent Percentage (%) 

1 < 39 Young age 10 18,51 
2 39-51 Productive age 28 51,85 
3 > 51 Old age 16 29,62 

  Amount 54 100 
 

Source: Processed Data. 

 
According to BPS (2007), age levels can be classified into several categories: Young 

(<39 years), Intermediate (39-51) and old (> 51). According to Azwar, (2016) age also 
influences the work activities and productivity of a person, the ability to work and socialize 
can influence the input of new innovations that will be applied to his farm. 

The above table shows that the majority of participants aged between 39-51 years 
(51.58%) and partly young age (18.51%) were aged under 39 years. The oldest age of 
participants is 67 years. In general, the results showed that the average age of farmers is 44 
years old so these farmers could be said in the productive age category. 

The level of education is formal education undertaken by the respondent. Based on the 
results of the study, the education level of respondents in Banda Aceh City ranged from 6 
years to 15 years. In detail the education level of the respondents is listed in the following 
table. 
 

Table 5 – Distribution of Respondents Based on Education 
 

No Classification Time Lapse (Year) Amount of Respondent Percentage (%) 

1 Low < 9 1 1,85 
2 Medium 9-12 41 75,92 
3 High > 12 12 22,22 

  Amount 54 100 
 

Source: Processed Data. 

 
The table above shows that the education level of respondents in the city of Banda 

Aceh was still classified as a moderate classification, which is an average of 12 years or 
equivalent to a high school (SMA). This situation indicates that the respondent already has 
the ability to be able to support in carrying out an activity. The level of education could be 
influential in the development of thought patterns, receive information and facilitate 
communication, both between respondents and with stakeholders. Based on Act Number 20 
of 2003 education could be classified into several levels, namely: 1. Low (not attending 
school, not completing elementary school and completing elementary school), 2. Moderate 
(graduating from junior high school or equivalent), and 3. High (graduating from high school, 
academic) and college). 

Of the 54 respondents participating in KRPL, who were fully involved in the activities of 
the research respondents, they had diverse employment backgrounds. The background of 
the respondent's work can be seen in the following table. 
 

Table 6 – Distribution of Respondents Based onJob Background 
 

No Classification Amount of Respondent Percentage (%) 

1 Housewife 23 42.59 
2 Employer 7 12,96 
3 Tailor 3 5.55 
4 Trader 8 14.81 
5 Labor Laundry 13 24.07 

 Amount 54 100 
 

Source: Processed Data. 

 
From the table above, it could be seen that the respondents' occupational background 

is dominated by friendly mothers reaching 42.59%, this will have a positive impact on the 
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implementation of the KRPL program because their free time can be used to grow 
vegetables. However, the results of interviews with respondents stated that all KRPL 
participants in all groups were not farmers, and had no experience at all in matching 
vegetable crops. But among them there are those who plant ornamental plants in the yard 
area for the beauty of his home. Some others buy fruit plants such as guava, guava honey, 
mango, and klengkeng that have been planted in pots, without having to do self-cultivation 
and intensive maintenance. 

The intensity of counseling is an effort to increase the number of extension activities 
carried out to change behavior (knowledge, attitudes, and skills) carried out by 
counselingagents to farmers and communities to be willing and able to run an agricultural 
business. 
 

Table 7 – Distribution of Respondents Based on Indicators of Extension Intensity 
 

No Classification Score of Percentage Category 

1 The level of counseling attendance 91,35 Good 
2 Coaching 98,14 Good 
3 Engagement 96,29 Good 
4 Problem Solving 95,06 Good 
5 Encouragement of Fluency 94,44 Good 

 The Average % Score Achieved 95,05 Good 
 

Source: Processed Data. 

 
The table above shows that the intensity of counseling in Banda Aceh City is in the 

good category (95.05). This means that counseling activities in the city of Banda Aceh went 
well according to the duties and functions of the extension staff. The course of counseling 
activities in Banda Aceh is not only assessed by the level of attendance of the extension 
agents, but also how the development techniques, involvement are carried out to solve a 
problem to encourage and assist participants in the smooth implementation of the KRPL 
program in extension activities. These kinds of things make the assessment of counseling 
activities stated good. 

Judging from the agricultural counseling function on changes in behavior of KRPL 
program participants in Banda Aceh City, it would be ideal, because the more counseling 
programs are carried out, the higher the behavior of KRPL program participants in Banda 
Aceh City. Therefore, the program would be more effective as well. 

Characteristics of innovation could be interpreted as traits or characters possessed by 
a technology that is felt or observed as a new thing for a person or group. The activities of 
development efforts in agriculture that are delivered through extension activities are aimed at 
achieving changes in the behavior of farmers and their communities covering both economic, 
socio-cultural, ideological, political and security aspects, for which development must be able 
to encourage changes that have renewal traits, which is often called innovation. In short, 
innovation is an idea, the latest ideas conveyed by instructors about skills, science and 
others. Innovation is the most important thing in the counseling process. Because innovation 
is the latest idea that will be conveyed to the public. So people can find out the latest things 
through innovation that has been determined by extension agents. 
 

Table 8 – Distribution of respondents based on the variable characteristics of innovation introduced 
 

No Classification Percentage of Reached Score Category 

1 The level of profit of the innovation applied 73,45 Medium 
2 The level of suitability of the innovations applied 71,60 Medium 
3 The level of complexity of innovation that is applied 67,90 Medium 
4 The level of ease of innovation to be tested 68,51 Medium 
5 The level of ease of innovation to apply 70,98 Medium 

 The Average % of Score Achieve 70,48 Medium 
 

Source: Processed Data. 
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Table 8 shows that the characteristics of the innovation introduced to the participants 
KRPL program on the profit level was with a percentage score reached 73.45%. Based on 
the degree of suitability is 71.60% or under, for the level of complexity that is 67.90% 
(moderate), and then at the level of ease tested in the field by participants reached ie 
68.51%, while the level of convenience to apply reached 70.98%. This means that the 
characteristics were introduced to the participants readily accepted KRPL program. 

In general, funding is one of the most important factors for running a program that is 
used to help, support and encouragement to carry out the activities. 
 

Table 9 – Distribution of Respondents Based on Variables of Government Funds 
 

No Classification Percentage of Score Category 
1 Accuracy in number 75,92 appropriate 
2 Accuracy in Type 94,44 appropriate 
3 Accuracy in Time 95,67 appropriate 
4 Accuracy in Target 91,97 appropriate 
 The Average% of score achieved 89,5 appropriate 

 

Source: Processed Data. 

 
According to the table above, the accuracy of the number, the accuracy of the types, 

the timeliness and the accuracy of the target of financial assistance distributed to the 
program participants are correct with an average score of 89.5% or categorized as 
appropriate. Variable funds have no real relationship with the level of effectiveness of the 
program, due to funding production facilities (inputs) have been provided directly by the 
relevant agencies. So that people no longer need to find and buy these production facilities. 

Level of Effectiveness of the KRPL Program. A program could be said to be effective if 
the program has reached its maximum goals as expected and marked by sustainability. 
Program sustainability is a manifestation of an action that has been implemented or 
implemented and is still ongoing and continuous. 
 

Table 10 – Distribution of Respondents Based on Program Sustainability 
 

Classification The Result of Score Average Percentage (People) Average Percentage (%) 
The number of initial members 3 30 100 
The Number of members now 1 6 22,96 

The number of additional members 0 0 0 
 

Source: Processed Data. 

 
The table above shows that the level of sustainability of sustainable food house area 

(KRPL) programs in Banda Aceh City was still very low as evidenced by the number of 
current members who are still actively running the program only 6 people or 22.96% of the 
average percentage of initial members 30 people (100%). It could be stated that the 
sustainability level of the KRPL program in Banda Aceh City is very low, as evidenced by the 
absence of a number of additional members. 

The cultivation ability is the ability of a person on the basis of being learned as well as 
experience in terms of plant cultivation, both theoretically and practicing it in real terms to 
produce food production. 
 

Table 11 – Distribution of Respondents Based on Planting Ability 
 

No Classification Percentage of Score Category 

1 The ability of a pot cultivation 93,82 Understood 
2 The Ability to cultivate polybag media 95,06 Understood 
3 The ability to grow crops in beds 75,30 Understood 
4 The Ability to cultivate vertically 67,28 Understood 
5 The Ability to cultivate aquaponics 62,34 Less Understanding 
6 Ability to cultivate hydroponics 38,80 Less Understanding 

 The Average % of Score Achieved 72,1 Understood 
 

Source: Processed Data. 
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Based on the table above shows that the ability to grow crops with polybag media has 
the highest percentage score of 95.06 with the understanding category. While the ability to 
grow crops hydroponically has the lowest percentage score of 38.80 in the category less 
understood. 

Food independence is the ability of a person or family to produce a variety of food from 
the home yard. Food independence can guarantee the fulfillment of family food needs to the 
level of individuals by utilizing the potential of natural, human, social, economic and local 
spiritual resources in a dignified manner. 
 

Table 12 – Distribution of Respondent Based on Family Food Independence 
 

No Classification Percentage of Score% Category 

1 Availability of vegetables 49,32 Less 
2 Availability of fruits 42,59 Less 
3 Availability of cooking ingredients 45,06 Less 
4 Availability of medicinal plants 34,56 Less 

 The Average % of Score Achieved 42,88 Less 
 

Source: Processed Data. 

 
Based on the distribution table of respondents according to family food independence, 

the percentage of the score of availability of vegetables is 49.32% which is categorized as 
less, the percentage score in the availability of cooking ingredients is 45.06%, the 
percentage score for fruit availability is 42.06% and the percentage score in the availability of 
medicinal plants there is still a lack of independence, which is 34.56%. It could be stated that 
the variable level of family food independence was categorized as less independent with an 
average score of 42.88%. Realizing family food independence is not easy, because the 
people of Banda Aceh City accustomed to getting food from mobile vegetable vendors, 
nearby kiosks and traditional / supermarket markets to meet their family's daily food needs. 
According to them, growing vegetables in the yard is an activity that can add to their daily 
activities. Because taking care of the household and other work is time consuming as their 
routine. Even if they want to use the yard, they prefer to plant ornamental plants because 
they were more easier to maintain without having to do special maintenance every day as 
well as growing vegetables. 
 
Table 13 – Value of Fit of Models from Factors Affecting KRPL Program Effectiveness in Banda Aceh, 

2018 
 

Model R R square Adjusted R Square Std. Error Of the Estimate 

1 ,805
a 

,648 ,576 1,26864 

 
Source: Processed Data. Information. Predictors: (Constant), Fund Assistance (X9), Motivation (X1), Extension 
Intensity (X7), Land Area (X3), Education (X5), Employment (X6), Partipasi (X2), Applied Innovation (X8), Age (X4). 

 
Based on Table 17 it could be seen that the fit of model value is 0.805, this means that 

80.5% of this model is relatively appropriate. The remaining 19.5 percent was influenced by 
other factors. Because this will show an ANOVA table which will assess the value of F table 

and F count. 
 

Table 14 – Value of Calculations from the KRPL Program Effectiveness Model 
 

Model Sum of Squares Df Mean Square F Sig. 

Regression 130,443 9 14,494 9,005 ,000
b
 

Residual 70,816 44 1,609   

Total 201,259 53    
 

Source: Processed Data. Information. Predictors: (Constant), Fund Assistance (X9), Motivation (X1), Extension 
Intensity (X7), Land Area (X3), Education (X5), Employment (X6), Partipasi (X2), Applied Innovation (X8), Age (X4). 
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Analysis of Factors Affecting Program Effectiveness on the Effectiveness of 
Sustainable Food House Area Program (KRPL). Analysis of the factors that influence the 
effectiveness of the program on the effectiveness of sustainable food house area programs 
(KRPL) is very important to determine the extent to which these variables influence each 
other. 

Based on table 18, it can be seen that overall the factors that influence the 
effectiveness of the program are significant with Fcount of 1.005 greater than Ftable of 2.10. The 
following will show the regression coefficient of the factors that influence the effectiveness of 
the KRPL program in Banda Aceh. 
 

Table 15 – Factors Influencing Effectiveness KRPL program in Banda Aceh, 2018 
 

No Variable 
Unstandardized Coefficients Standardized Coefficients 

T Sig 
B Std. Error Beta 

 (Constant) 7.678 3.740  2.053 .046 
1 Motivation(X1) 1.295 .289 .648 4.483 .000 
2 Partipation (X2) -.278 .186 -.189 -1.500 .141 
3 Land Area (X3) .154 .030 .567 5.153 .000 
4 Area(X4) .061 .609 .014 .100 .921 
5 Education (X5) .613 .447 .142 1.373 .177 
6 Job(X6) .052 .161 .044 .326 .746 
7 Intensity of Counseling (X7) .480 .181 .272 2.654 .011 
8 Characteristic of Innovation(X8) -.265 .202 -.188 -1.312 .196 
9 Aid (X9) .440 .252 .165 1.741 .089 

 

Source: Processed Data. 

 
From the 9 factors that are thought to influence the effectiveness of the program, there 

are 3 factors that have a significantly positive effect, namely: motivation (X1), land area (X3), 
and intensity of instructor (X7). This means that to improve program effectiveness, the 
increase in motivation factors, land area and counseling intensity need to be improved. 

From the processed data, it could be seen that there are 6 factors that have no 
significant effect, namely: participation (X2), age (X4), education (X5), work (X6), innovation 
characteristics (X7), funding assistance (X9). These 6 factors have no significant effect 
because the land area that is owned is too narrow, which is less than 3 m2 so that the results 
obtained are low and do not affect the independence of the program. The program is indeed 
aimed at improving the ability of the community in terms of farming so that they can use the 
land in maintaining family food. 

Another reason for the low participation rate was (11.11%) due to the age factor whose 
work background did not significantly influence. Because with an average age of 44 years, in 
general housewives at that age are again busy taking care of their families, especially young 
children, which must be considered continuously. In addition, almost all respondents stated 
that even though they were not office workers and other workers, there was very little free 
time because almost all of their domestic work was done on their own, including picking up 
children in schools and recitations plus social activities in society. Therefore, the 
implementation of the KRPL program to grow vegetables in the yard, which takes time every 
day to maintain plants, is often overlooked. 
 

CONCLUSION AND SUGGESTIONS 
 

Factors that influence the effectiveness of sustainable food house area programs 
(KRPL) in Banda Aceh City are internal and external factors. Internal factors are (X1) 
Motivation of participants, (X2) Participation, (X3) Area of land, (X4) Age, (X5) Education and 
(X6) Employment. While external factors are: (X7) Extension intensity, (X8) Innovation applied, 
(X9) Amount of funding assistance from the government. Based on the results of multiple 
linear regression known the significance value for the influence of independent variables (X1, 
X2, X3, X4, X5, X6, X7, X8, X9) simultaneously on effectiveness (Y) was equal to 0,000 <0,05 
and Fcount value 4,637> Ftable 2.10 so that it can be concluded that Fcount = accepted which 
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means there are effects of independent variables (X1, X2, X3, X4, X5, X6, X7, X8, X9) 
simultaneously on the dependent variable of effectiveness (Y). 

The level of effectiveness of sustainable food house area programs (KRPL) in Banda 
Aceh was low on the sustainability of the program, the cultivation ability and family food 
independence. Based on the results of multiple linear regression it is known that the R 
square value is 0.487, which means that the influence of variables (X1, X2, X3, X4, X5, X6, X7, 
X8, X9) simultaneously on Y was 48.7%. 
 

REFERENCES 
 
1. Azwar, S. 2016. Sikap Manusia teori dan pengukurannya. Yugjayakarta; Pustaka Belajar 
2. Bahar, Y. H. 2010. Tingkatkan Konsumsi Sayuran Melalui Budidaya Pekarangan. 

Direktorat Jendral Hortikultura. Jakarta; Kementrian Pertanian. 
3. Badan Ketahanan Pangan dan Pelaksana Penyuluhan. 2012. Pengembangan Kawasan 

Rumah Pangan Lestari (KRPL). Badan Penelitian dan Pengembangan Pertanian. 
Jakarta; 26 halaman 

4. Kementerian Pertanian. 2012. Pedoman Umum Model Kawasan Rumah Pangan Lestari. 
Jakarta; Kementerian Pertanian. 

5. Pearson S., S. Bachri and C. Goatsch. 2003. Is Paddy Farming in Indonesia Still Profit 
http://www.macrofoodpolicy.com; Februari 2003 (9 Juni 2005). 

6. Purwantini, et. al. 2012. Potensi dan Prospek Pemanfaatan Lahan Pekarangan untuk 
Mendukung Ketahanan Pangan. Jurnal Forum Penelitian Agroekonomi; Volume 30 No 1: 
13-30. 

7. Saliem HP. 2011. Kawasan Rumah Pangan Lestari (KRPL): Sebagai Solusi Pemantapan 
Ketahanan Pangan. Konggres Ilmu Pengetahuan Nasional (KIPNAS); Jakarta. 8-10 
Novembar 2011. 



RJOAS, 1(85), January 2019 

163 

DOI 10.18551/rjoas.2019-01.19 
 

NATIONAL SECURITY OF INVESTMENT CLIMATE: A CASE STUDY 
IN THE SOUTH SULAWESI REGION OF INDONESIA 

 
Siswanto Dwi Joko 

Social and Political Science Program, University of Padjadjaran, Indonesia 
 

Tegor 
Graduate Program In Management, University of Esa Unggul, Indonesia 

 
*E-mail: dwijokos2000@gmail.com 

ORCID: 0000-0001-9343-8025 
 
ABSTRACT 
A safe area is certainly not a guarantee that the investment climate will be high. Consumer 
confidence in investing is one of the factors that can mediate an increase in the investment 
climate of a region. This study aims to: (1) determine the effect of national security on the 
regional investment climate, (2) find out the effect of national security on the consumer 
confidence index, (3) find out the effect of national security on the regional investment 
climate mediated by consumer confidence index. This study applied the analysis of Structural 
Equation Model (SEM). The findings showed that national security has a direct effect on the 
investment climate with a value of t = 3.07 (>1.96). Moreover, the correlation between 
national security and consumer confidence index is significant with a value of t = 4.35 
(>1.96). Next, the correlation between consumer confidence index and investment climate is 
also significant, with a value of t = 2.51 (> 1.96). The level of security of a Regency/ City in 
South Sulawesi reflects the absence of a sense of fear and anxiety about the possibility of 
threats to the soul, property, and honor. If an area is considered safe, it will increase the 
investment climate because investors will invest in safe and remote areas of conflict. 
Therefore, it will not disrupt their business process. 
 
KEY WORDS 
National security, consumer confidence index, investment climate, crime rate, crime clock, 
crime clearance, crime index. 
 

A sense of security is one of the main needs for people’s lives that must be fulfilled. 
Talking about people’s welfare, it is inseparable from the aspect of security (Huitt, 2004). The 
government cannot say that its people have prospered while their daily lives they are 
disturbed by a sense of fear and anxiety about the possibility of threats to their soul, property, 
and honor. Maslow places the need for safety on the second level after physiological needs 
including eating and drinking, from five levels of needs (McLeod, 2007). 

The Central Bureau of Statistics of South Sulawesi Province has developed a safety 
measure as a way to study the factors of security components. The measuring instrument is 
processed based on the existing secondary data and survey results in the field. This was 
conducted because the factors affecting security vary greatly in type and amount making it 
difficult to judge. 

A stable and conducive condition will create a sustainable investment realization in the 
South Sulawesi region. The conducive investment climate in the economy is a hope for the 
community, investors, business people and the government in the South Sulawesi region. 
Continuous efforts made by bureaucrats and economic actors in South Sulawesi are to: 
(1) provide legal certainty over regional regulations and legal products relating to investment 
activities so that they do not provide additional burden on business production costs, 
(2) maintain security from potential criminal interference by unscrupulous people against the 
company’s valuable assets, on goods and warehouse distribution channels, and on places 
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for storing finished and intermediate goods, (3) provide the most basic for services for 
investors including investment, immigration, customs, taxation and regional defense licenses. 

Indonesia is in the first rank of the highest consumer confidence index with the score of 
122 from the 58 countries surveyed by Nielsen Company followed by India (120), Philippines 
(118), and Thailand (116). This study can assume that the consumer confidence index 
predicts the direction of public consumption and expectations of price pressures which are 
then used to estimate the availability of goods and services, production capacity, and 
realization of output. The level of security in the Indonesian region globally has an effect on 
the turmoil of public security and order disturbances in the South Sulawesi region. It may 
have an impact on the value of investments made by investors in investing their capital; 
especially big investors who need high security guarantees so they can invest for a long 
time. The current condition occurring in the South Sulawesi region is when the security level 
is at level 1 (the absence of community fluctuations that can affect the running of the 
government of South Sulawesi), the investment climate will be at level 8 or in a fresh position 
for investment size. On the other hand, if the level of security is at level 2 and 3 then the 
investment climate is in the medium and low position. 

One of the conditions or facts that indicate that the investment taking place in South 
Sulawesi is considered problematic is when Parepare Integrated Economic Zone does not 
function optimally even though it has been organizationally provided with adequate facilities 
and support from the government. The Parepare Integrated Economic Zone was established 
in order to carry out the mission of improving the investment climate in the region. However, 
the investment climate in South Sulawesi has not developed well as the expectation. 
Regarding to this matter, it is suspected that the underdeveloped investment climate is 
affected by economic factors and non-economic factors. Both of these factors each have a 
fairly fundamental effect on the development of investment in the South Sulawesi region. 
 

METHODS OF RESEARCH 
 

Research Design. This study is a causal study conducted to detect causal correlation 
between two or more variables (Bax et al, 2006). In this study, researchers want to know the 
effect of national security on the investment climate in the district and find out whether the 
effect is moderated by the consumer confidence index. This study is a quantitative research 
and the data obtained are secondary data. 

Population and Samples. The population of the study is middle to upper society and 
domestic and foreign investors in 21 districts and 3 cities of the population which are the 
objects of research that are considered to represent conditions that occur in the population. 
Determining samples from the population applied the Proportionate Stratified Random 
Sampling. This technique is used if the population has members/ elements that are not 
homogeneous and proportionately structured. Determination of this sample was carried out 
because the data are secondary data. Meanwhile, determining samples from data sources 
applied the Proportionate Stratified Random Sampling method. Determination of the sample 
from the population used a reference table developed by the experts, one of which is 
according to Hair et al (2015) who mentioned that the number of samples = number of 
indicators × 5 = n × 5. Therefore, the number of indicator questions is 15 × 5 = 75 in which 
the minimum number of respondents is 5x the number of the observation parameters. 

Data Analysis Method. Testing of the research model was carried out using Structural 
Equation Modeling (SEM), also known as Analysis of Moment Structures. This statistical 
analysis is used to estimate several separate but simultaneously related regressions. In 
contrast to regression analysis, SEM can have several dependent variables in which this 
dependent variable can be an independent variable for other dependent variables (Hair et al, 
2015). SEM is a multivariate statistical technique that combines aspects of multiple 
regression (which aims to test dependent relationships) and factor analysis (which presents 
unified concepts factors with multiple variables) that can be used to estimate a series of 
dependent correlations that affect each other simultaneously (Bowen & Guo, 2011). 
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The data processing technique of Structural Equation Modeling (SEM) using 
Confirmatory Factor Analysis (CFA) method were used in this study. Observed variables 
(indicators) describe a certain latent variable (latent dimension) (Schreiber et al, 2006). As a 
testing method that combines factor analysis, path analysis and regression. SEM is more of 
a confirmatory method than an explanatory one in which it aims to evaluate the proposed 
dimensions from previous studies. By this understanding, SEM can be used as a tool to 
confirm the pre-knowledge that has been obtained previously. The approach taken to 
estimate the parameters of the SEM model is divided into 2, consisting of: Structural Model 
and CFA (Confirmatory Factor Analysis) as the measurement model (Thompson, 2004). 

The validity of the indicators used to measure the construct of the measurement model 
can be seen from the numbers of data processing using LISREL 8.72. The indicator used 
must have a t value greater than 1.6 and the standardized factor value greater or equal to 
0.5. Meanwhile, the composite reliability of construct variables from the measurement model 
can be seen from the construct reliability and extracted variance. The construct reliability is 
good if the value of the reliability construct is >0.7 and the value of variance extracted is 
>0.5. The following are the construct reliability and variance extracted equations proposed by 
Fornel and Laker (1981): 
 

Construct reliability = [(Σstd.loading)
2
] / [(Σstd.loading)

2
+Σεj] 

 

Variance extracted = Σstd.loading
2
 / [Σstd.loading

2
+Σεj] 

 
Structural model compatibility tests are used to test the correlation model between 

dimensions or variables. Criteria that can be used to test the compatibility of structural 
models include: 

This chi-square value shows deviations between the sample covariance matrix and the 
fitted (model) covariance matrix. However, this chi-square value will only be valid if the 
assumption of data normality is met and the sample size is large (Hair et al, 2015). Chi-
square is a measure of the poor compatibility of a model where the higher the chi-square 
value means that the suitability of the model is bad. Meanwhile, the chi-square value of 0 
indicates that the model has a perfect match. The ratio of chi-square values, with the 
degrees of freedom from the model (normed chi-square) and the ratio between 1 - 3, are 
considered to have the appropriate values. In addition, a value of more than 5 is considered 
poor fit of the model (Lancaster & Seneta, 2005). 

The P value indicates the probability of obtaining a large deviation as indicated by the 
chi-square value, so that a significant chi-square value (smaller than ά) indicates that the 
empirical data obtained has a difference with the theory built on SEM. On the other hand, the 
insignificant probability value is the expected value because it shows that the empirical data 
is in accordance with the model. 

However, the probability of chi-square has a fundamental validity problem in which the 
discrepancy between theory and data is strongly affected by the size of the sample. If the 
sample size is small, the data is significantly not different from the theory. Meanwhile, if the 
sample size is large, the chi-square test will show that the data is significantly different from 
the theory. 

RMSEA measures the deviation of parameter values in a model with a population 
covariance matrix. In other words, RMSEA is an indicator of the measurement of the 
compatibility of the most informative model. The RMSEA value below 0.05 indicates the best 
match and the RMSEA value around 0.08 is an acceptable value (Browne & Cudeck, 1992). 
Meanwhile, the RMSEA value of more than 0.1 is considered not to contain a model match 
(Kelley & Lai, 2011). 

Confidence intervals are used to assess the accuracy of the RMSEA estimation 
(Steiger, 1990) in which the smaller the distance evidence interval shows a good estimate. 
Meanwhile, the P-value for test of close fit (RMSEA <0.05) which indicates the probability of 
proximity of the model match must be greater than 0.05. 

ECVI measures deviations between fitted (model) covariance matrix in analyzed 
samples and covariance matrix that will be obtained in other samples that have the same 
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sample size. ECVI is used to assess the tendency that a single sample model can be cross-
validated at the same sample size and population. The model that has the lowest ECVI 
shows that it has the potential to be replicated. The ECVI model value, which is slightly lower 
than the ECVI saturated model and much lower than the independence model, indicates a 
good fit of the model (Jöreskog, K. G., & Sörbom, 2003). 

AIC and CAIC are used to assess parsimony problems in assessing model 
compatibility. The AIC and CAIC values are not sensitive to the complexity of the model, but 
AIC is more sensitive to the number of samples. In addition, CAIC is not sensitive to sample 
size. AIC and CAIC are used in comparison of two or more models. The AIC and CAIC 
model values, which are slightly smaller than AIC and CAIC saturated and are much smaller 
than AIC and CAIC independence, show a good compatibility model. (Hu and Bentler, 1995). 

Normed Fit Index (NFI) is one alternative to determine model compatibility (Bentler and 
Bonetts, 1980). However, NFI has a tendency to lower the suitability of the model on small 
sample sizes which then revise this index with the Comparative Fit Index (CFI). NFI and CFI 
values ranged from 0 and 1 obtained from comparisons between hypothesized and 
independence models. The model is considered as fit if it has NFI and CFI values above 0.9. 
Non-Normed Fit Index (NNFI) is used to overcome problems that arise due to the complexity 
of the model. However, since NNFI is non-normed, the value can be greater than 1 in which 
it will be difficult to interpret. Incremental Fit Index (IFI) is used to overcome parsimony 
problems and sample sizes which are related to NFI. In addition, the cut-off limit for IFI is 0.9. 

GFI is a measure of the accuracy of the model in producing the observed covariance 
matrix. The GFI value ranges from 0 to 1. However, theoretically, the GFI value can be 
negative, which is not supposed to happen because the negative GFI value is as the worst 
model. The model can be categorized as good fit if it has a GFI value greater than 0.9 
(Siguaw, 2000). 

AGFI has the same goal as GFI but it has adjusted to the effect of the free degree of a 
model. The model is considered to be good fit if it has an AGFI value above 0.9. The same 
size as GFI and AGFI is Parsimony Goodness of Fit (PGFI), but PGFI has adjusted the effect 
of free degrees and data complexity. A good model is those who have PGFI greater than 0.6 
(Cheung & Rensvold, 2002). 

Mediating variable analysis is carried out through two approaches which consist of 
different coefficient and multiplication coefficient. The difference coefficient approach uses 
the examination method by analyzing with and without involving mediating variables. 
Meanwhile, the multiplication coefficient approach is carried out by using the Sobel method. 
The examination method, by conducting two analyzes, involves mediating and analysis 
variables without involving mediating variables (MacKinnon et al, 2007). 

The method of examining the mediation variable with the coefficient difference 
approach is carried out as follows: (a) examine the direct effect of the independent variable 
on the dependent variable by involving mediating variables, (b) examine the effect of the 
independent variable on the dependent variable without involving mediating variable, (c) 
examine the effect of independent variable on mediating variable, and (d) examine the effect 
of mediating variable on the dependent variable. 
 

RESULTS OF STUDY 
 

Results of Factor Validity Test. The first step in model analysis is to examine the 
program output against the possibility of offending estimates. In accordance with the 
recommendations of Hair et al (2015), the appropriate observation variables used as 
indicators of the construct or latent variable must have a factor load greater than 0.5 so that 
the model used has a goodness of fit. In addition, the factor charge of the t-value must be 
greater than the critical value (>1.96). Detail information can be seen in the following 
attachment. Based on the validity analysis, the research contract indicator can be seen in the 
table below: 
 
 



Table 1 – Results
 

Indicators Constructs
NS_1 

National Security
NS_2 
NS_3 
NS_4 
NS_5 
CCI_1 

Consumer Confidence

CCI_2 
CCI_3 
CCI_4 
CCI_5 
CCI_6 
IC_1 

Investment
IC_2 
IC_3 
IC_4 

 

Source: Results of SEM Analysis on

 
Results of Construct Reliability

Reliability and Varied Extracted
 

Construct

 

 

Group Indicator

1 

Degree of Freedom
Chi-square

NCP
Confidence 

2 
RMSEA

Confidence Interval
P Value

3 

ECVI Model
ECVI Saturated

ECVI Independence
Confidence Interval

4 

AIC Model
AIC Saturated

AIC Independence
CAIC Model

CAIC Saturated

5 

NFI
CFI

NNFI
IFI
RFI

PNFI
6 Critical N

7 

Standardized RMR
GFI

AGFI
PGFI

 

Source: Results of SEM Analysis on Data Analysis Tools
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Results of Validity Measurement of Order Construct Indicators

Constructs Loading Factor T Values

Security 

0.82 10.82 
0.82 10.84 
0.86 11.69 
0.66 7.99 
0.81 10.65 

Confidence Index 

0.64 7.32 
0.73 8.70 
0.66 8.16 
0.70 7.53 
0.49 5.26 
0.62 6.98 

ment Climate 

0.75 9.04 
0.77 9.26 
0.66 7.55 
0.76 9.16 

 Data Analysis Tools. 

Reliability Test. Model reliability can be tested
Extracted calculations using the following formula: 

 
  





jloadingstd

loadingstd
yreliabilitConstruct


2

2

 
 

 

Table 2 – Goodness of Fit Analysis 

Indicator Value 
Degree of Freedom 74 

square 156.2 
NCP 78.59.24 

Confidence Interval 47.05; 117.91 
RMSEA 0.093 

Confidence Interval 0.072; 0.11 
P Value 0.00081 

ECVI Model 1.74 
ECVI Saturated 1.71 

ECVI Independence 7.67 
Confidence Interval 1.49; 2.06 

AIC Model 214.59 
Saturated 210.00 

AIC Independence 943.29 
CAIC Model 333.02 

CAIC Saturated 611.13 
NFI 0.83 
CFI 0.90 

NNFI 0.88 
IFI 0.90 
RFI 0.79 

PNFI 0.67 
Critical N 83.71 

Standardized RMR 0.076 
GFI 0.85 

AGFI 0.79 
PGFI 0.60 

Source: Results of SEM Analysis on Data Analysis Tools. 

Indicators 

T Values Description 
 ACCEPTED 
 ACCEPTED 
 ACCEPTED 

 ACCEPTED 
 ACCEPTED 

 ACCEPTED 
 ACCEPTED 
 ACCEPTED 
 ACCEPTED 
 REJECTED 
 ACCEPTED 
 ACCEPTED 
 ACCEPTED 
 ACCEPTED 
 ACCEPTED 

tested using Construct 

Description 

Good Fit 

Close Fit 

Good Fit 

Good Fit 

Good Fit 

Marginal Fit 

Marginal Fit 
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According to Bagozi and Yi, good reliability requirements are those that have reliability 
constructs >0.6 and extracted variance >0.5. Ghozali & Fuad (2005) added that reliability 
requirements can be seen from only one method. From the calculation above, all constructs 
have met good reliability requirements i.e. the NS (National Security), CCI (Consumer 
Confidence Index), and IC (Investment Climate). 

Goodness of Fit Analysis of the Entire Models. To determine the goodness of fit of the 
entire model, there are several criteria that can be used. Referring to the criteria set by 
Wijanto, the results of the goodness of fit analysis of this research model are as follows in 
Table 2. 

Chi Square: 
 Chi Square = 156.45 (P = 0.00). Chi Square Value: the smaller the model, the more 

appropriate the theoretical model and sample data (the Chi Square values divided by 
the values of Degree of Freedom). The ideal value is <3 which is included in the 
category of good fit. The result of the division produces a value of 2.11. It shows 
closer to good fit because a value smaller than 3 is a good fit; 

 NCP = 78.59 obtained from 156.45 - 74 which shows a discrepancy between S and S 
(q) because a small NCP shows closer to good fit. 

Root Mean Square Error of Approximation (RMSEA): 
 RMSEA = 0.093 is categorized to closer to good fit (RMSEA <0.05 is close fit, 

RMSEA <0.08 is good fit, 0.08 <RMSEA <0.10 is marginal fit, and RMSEA> 0.10 
poor-fit); 

 Confidence intervals are used to assess the performance of the RMSEA estimates. 
At the output, there is a 90% confidence interval (between 1.49; 2.06) around the 
RMSEA; 

 P-value of good fit test is RMSEA <0.05 = 0.00081. In this study, the p-value is <0.05. 
Expected Cross Validation Index (ECVI): 

 ECVI model (1.74) is compared with ECVI saturated model (1.71) and ECVI 
independence model (7.67); 

 ECVI model is slightly smaller than the ECVI saturated model and is much larger than 
ECVI independence. In other words, the ECVI is saturated model is close fit 
compared to ECVI independence model. Furthermore, the 90% confidence interval is 
1.49; 2.06 then it is a good fit. 

Akaike Information Criterion (AIC) dan Consistent Akaike Information Criterion (CAIC): 
 AIC model (214.59) is compared to AIC saturated model (210.00) and AIC 

independence model (943.29). The AIC model is slightly bigger than the AIC 
saturated model and the difference is far bigger than the AIC independence model. 
Therefore, it shows good fit; 

 CAIC model (333.02) is far from CAIC saturated model (611.13) and also further from 
CAIC independence (996.77). Therefore, it shows good fit. 

Fit Index: 
 The Normed Fit Index (NFI) = 0.83 (below 0.90) indicates marginal fit; 
 CFI = 0.90 (above 0.90) indicates good fit; 
 Tucker-Lewis Index or Non-Normed Fit index (NNFI) = 0.88 (<0.90) (below 0.90) 

indicates marginal fit; 
 Incremental Fit Index (IFI) = 0.90 (above 0.90) indicates good fit; 
 Relative Fit Index (RFI) = 0.79 (below 0.90) indicates marginal fit; 
 Parsimonious Normed Fit Index (PNFI) = 0.67 (above 0.6) is used for comparison of 

models that are closer to good fit. 
Critical N: 

 Critical N (CN) = 83.71 < 200 model belum mewakili sampel data atau marginal fit. 
Goodness of Fit: 

 Root Mean Square Residual (RMR) is a residual average value that results from 
fitting between the variance-covariance matrix from the model and variance-
covariance matrix from the sample data; 



 Standardized RMR = 0.040
 Goodness of Fit Index

Goodness of Fit Index 
 Parsimony Goodness 

while PGFI above 0.6 
Based on the analysis in

NCP (Non-Centrality Parameter)
are many tests that result sufficient
goodness of fit of the model 
path diagram as shown below:
 

Figure
 

 
Results of Hypothesis Testing

results of testing, it is concluded
data and two hypotheses which
 

Table 
 

Hypotheses Hypothesis

H1 
National Security has

Confidence

H2 
Consumer Confidence

Investment

H3 
National Security has

 

Source: Results of SEM Analysis on
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0.040 (below 0.05) indicates good fit; 
Index (GFI) = 0.85 (below 0.90) indicates marginal

 (AGFI) = 0.79 (below 0.90) indicates marginal
 of Fit Index (PGFI) = 0.60 is not used in comparison
 is used for comparison of models in which it 
in groups 1 to 7, several tests showed sufficient

Parameter) and PNFI (Parsimonious Normed Fit Index).
sufficient fit. Therefore, it can be concluded
 meets the requirements. Furthermore, this

below: 

 

Figure 1 – Path Diagram of Standardized Solution 

 

Figure 2 – Path Diagram of T-Value 

Testing. In this study, there are five hypotheses.
concluded that there are three hypotheses which are

which are not supported by the data. 

 4 – Testing of Structural Model Correlation 

Hypothesis Statements T -Value 
has positive effect on Consumer 

Confidence Index 
4.35 

The

Confidence Index has positive effect on 
Investment Climate 

2.51 
The

has a positive effect on Investment 
Climate 

3.07 
The

 Data Analysis Tools. 

marginal fit and Adjusted 
marginal fit; 

comparison of models 
 shows sufficient fit. 

sufficient fit; for example, 
Index). However, there 

concluded that the overall 
this study produces a 

 

 

hypotheses. Based on the 
are supported by the 

Description 
The data support the 

hypothesis 
The data support the 

hypothesis 
The data support the 

hypothesis 



RJOAS, 1(85), January 2019 

170 

Results of Mediating Variable Analysis. Mediating variable analysis is carried out 
through two approaches which consist of different coefficient and multiplication coefficient. 
The difference coefficient approach uses the examination method by analyzing with and 
without involving mediating variables. Meanwhile, the multiplication coefficient approach is 
carried out by using the Sobel method (Hair e al, 2015). Through the coefficient difference 
method, the results of research hypothesis testing show the effect of the mediating variable 
of Consumer Confidence Index between the National Security and Investment Climate 
variables. The mediating variable of the Consumer Confidence Index is used to bridge the 
correlation between National Security and Investment Climate variables. 

Based on the results of testing the coefficient difference on the research model, 
National Security has a direct effect on Investment Climate with a value of t = 3.07 (>1.96). 
Meanwhile, the correlation between National Security and Consumer Confidence Index is 
significant with a value of t = 4.35 (>1.96). Moreover, the correlation between the Consumer 
Confidence Index and Investment Climate is also significant with the value t = 2.51 (>1.96). 
Therefore, it can be concluded that the Consumer Confidence Index does not fully mediate 
the correlation between National Security and Investment Climate. Furthermore, analysis of 
conclusions, suggestions, and managerial implications will be discussed in more detail in the 
following sub-headlines. 
 

DISCUSSION OF RESULTS 
 

The following is a discussion of the research findings that have gone through the 
process of hypothesis testing and data processing using SEM analysis and LISREL 8.51 
analysis tools. The discussion of the research findings is presented as follows: 

There is a significant effect of national security in the South Sulawesi region on the 
consumer confidence index. That is evidenced by the effect of T-Value of 4.35 (>1.96). This 
shows that the consumer confidence index is directly affected by national security in the 
South Sulawesi region. The high investment climate in 21 regencies / 3 regions in South 
Sulawesi shows that the condition of the region is in a safe situation. For investors, security 
is certainly based on the level of confidence. Therefore, a safe area has an effect on the level 
of consumer confidence to make an investment. 

There is a significant effect of the consumer confidence index on the investment 
climate. It can be proven from the effect of T-Value of 2.51 (>1.96). It shows that the 
investment climate is directly affected by the consumer confidence index. It also shows that 
the high level of consumer confidence in the South Sulawesi region will produce a positive 
investment climate in the South Sulawesi region, because public expectations of the 
development of several economic indicators are very positive. Therefore, South Sulawesi 
regions with a high level of consumer confidence will provide a positive climate in the 
economy. 

There is a significant effect of South Sulawesi’s national security on the investment 
climate. This is evidenced by the effect of the T-Value of 3.07 (>1.96). It shows that the 
investment climate is directly affected by national security. It also shows that the security 
level of 21 regencies / 3 municipalities reflects the absence of a sense of fear and anxiety 
about the possibility of threats to the soul, property, and honor. If an area is considered to be 
safe, it will increase investment in Regency / City area in South Sulawesi Province, 
considering that Investors will invest in South Sulawesi which is safe and far from conflicts 
that can disrupt their business processes of. 
 

CONCLUSION 
 

This study examines the effect of National Security on Investment Climate mediated by 
the Consumer Confidence Index. This study uses the analysis of Structural Equation Model 
(SEM). The research findings indicated that National Security has a direct effect on the 
Investment Climate with a value of t = 3.07 (>1.96). Meanwhile, the correlation between 
National Security and Consumer Confidence Index is significant with a value of t = 4.35 
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(>1.96). Then, the correlation between the Consumer Confidence Index and Investment 
Climate is also significant with the value t = 2.51 (>1.96). The level of security of a Regency / 
City in South Sulawesi reflects the absence of a sense of fear and anxiety about the 
possibility of threats to the soul, property, and honor. If an area is considered to be safe, then 
it will increase investment in that district / city because investors will invest in areas that are 
safe and far from prone to conflict, so it will not interfere with their business processes. 

The research problem stating whether there is an effect of National Security on the 
Regional Investment Climate, the research findings showed that National Security has an 
effect on the Investment Climate in South Sulawesi. Meanwhile, the research problem stating 
whether there is an effect of National Security on the Consumer Confidence Index, the 
research findings showed that National Security has an effect on the Consumer Confidence 
Index. Then, the research problem stating whether there is an effect of National Security on 
Investment Climate mediated by Consumer Confidence Index, the research findings showed 
that National Security has an effect on the Investment Climate in South Sulawesi that is 
mediated by the Consumer Confidence Index. 
 

SUGGESTIONS 
 

Based on the above conclusions, the following suggestions might be applied so that 
the research findings will provide optimal benefits for the research object: 

This study has a limited number of secondary data and areas to be used as the 
research object so that research using qualitative methodology needs to be conducted to 
provide more detail findings in measuring the effect of the level of security in South Sulawesi 
on investment activity. 

Further research can be conducted on the research object with a wider coverage area. 
Local governments must be able to partner well with security forces to maintain the 

security of territorial areas in order to increase investor confidence in making investment in 
the area. 

The increased investment in the South Sulawesi region can be implemented through a 
program to increase consumer confidence. Mediation of consumer confidence in investment 
is very important because a safe area cannot be a benchmark for increasing investment. It 
still requires consumer confidence. 
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ABSTRACT 
The Importance-Performance Analysis (IPA) method is applied in market research to 
measure the applicant’s satisfaction level. This research aims to evaluate and highlight the 
use of IPA as a management tool in measuring the quality of licensing service for production 
certificate of home food industry (PIRT). We suggest that this method can be easily 
implemented in licensing services for home production certificate as work results that include 
service user input. The research was conducted at the health office through a valid 
questionnaire: SERVQUAL. This instrument explores the level of service quality perceived by 
users of licensing service. It was carried out in one area of health resource development; the 
Ponorogo Health Office in 2016 on food processing licenses which included processed dried 
fish, dried poultry, coconut, flour, oil and fat, jam or jelly and the similar things, sugar or 
confectionery and honey, soft drinks or powders, spices, and processed fruit. This research 
was divided into two stages: first, the beneficiaries answered the questionnaire before using 
the licensing service and second, the same beneficiaries answered the questionnaire after 
completing licensing service for food production certificate. Based on the data from the 
graphs produced by SERVQUAL, it was found that tangible dimension has the highest 
average in both expectations and perceptions. The responsiveness dimension showed the 
most negative value among the other dimensions. IPA may be effective for use in licensing 
home food products because it highlights the key points that must be improved in licensing 
service for production certificate of home food industry. 
 
KEY WORDS 
Service quality, quality indicators, licensing, production certificate, home food industry 
(PIRT), health service evaluation. 
 

Evaluation of licensing services has become a problem in the current order of 
government bureaucracy. Up to this day, the assessment method focused on the results of 
the licensing program (procedure number) and other epidemiological data; regardless of the 
user’s perspective (Gonçalves et al., 2014). 

Attention to the expectations and experience of the applicant on this service provides 
data that is useful for evaluations that should not be ignored. The concept of the Importance-
Performance Analysis (IPA) method lies in the use of community surveys in understanding 
the importance of applicants’ expectations and levels of satisfaction (Gonçalves et al., 2014). 
Actually, the perceived level of satisfaction sets a two-dimensional matrix of importance and 
level of performance (Parasuraman et al., 1998). Licensing quality characteristics are divided 
into four categories according to the level of importance and level of performance so that the 
government can provide quality services, especially in the field of licensing in accordance 
with service quality improvement strategies in this category (first priority, maintaining 
achievement, low priority, and excessive priority). Importance-Performance Analysis (IPA) 
has been widely used in government administration agencies (Dolinsky, 1991). IPA was first 
proposed in 1977 as a tool for developing corporate management strategies (Martilla, 1997). 
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Since then, IPA framework has gained popularity among researchers in service quality 
(Ennew, 1993). Research on service quality has been widely conducted, including the 
service quality in the health sector. (Ibukun Adeosun et al., 2014; Repper, 2014; Chistopher 
Alan, 2015; Yin-Har Lau & Ridge, 2011; Brysland & Curry, 2001). 

Thus, the SERVQUAL model is applied to assess the quality of care taking into 
account client expectations and service perceptions (Ho et al., 2012). This research aims to 
evaluate the use of IPA as a management tool for licensing services for production certificate 
of home food industry applied at the Health Office of Ponorogo Regency. 
 

METHODS OF RESEARCH 
 

Questionnaire design: this research was carried out in the licensing service for 
production certificate of home industry through the application of questionnaires using the 
SERVQUAL measurement or assessment method (Parasuraman et al., 1998). This method 
is based on a comparison between perceived service and expected service, in which the 
applicant’s expectations are influenced by special needs, prior experience, word of mouth 
communication, and external communication. The difference between perception and 
expectation value is defined as a service gap. It is very interesting to show that, the lower the 
gap, the worse the value of the results obtained; i.e. the quality of services that are 
considered unsatisfactory and need to be improved. 

In 2016, there were 108 applicants for licensing production certificate of home industry 
starting from January 2016 to September 2016. It is presented in the following table: 
 

Table 1 – Number of Applicants for Licensing Production Certificate of Home Industry 
 

No Months Number of Applicants 
1 January 8 applicants 
2 February 15 applicants 
3 March 12 applicants 
4 April 10 applicants 
5 May 9 applicants 
6 June 14 applicants 
7 July 13 applicants 
8 Augustus 14 applicants 
9 September 13 applicants 
 Total 108 applicants 

 

Source: Health Office. 

 
Based on the above data, the average number of applicants for licensing production 

certificate of home industry in one month is 10 applicants. The prevalence of user 
satisfaction is estimated at 50%. The confidence level is set to 95%, with a 5% margin of 
error. Therefore, it is estimated that there are 108 samples of licensing applicants. To 
measure licensing user satisfaction, the authors used a questionnaire given to licensing 
applicants containing 20 items formed from the 5 service dimensions as follows: 

 reliability: including clarity of requirements and procedures for licensing service; 
 responsiveness: related to the alertness of employees to respond to customers; 
 assurance: guarantee relating to the quality of processed home industry products; 
 tangible: physical characteristics of the service area (including facilities and 

infrastructure that support the services); 
 empathy: non-discriminatory care and treatment in licensing services. 

The statement for assessing expectations for the provided services is determined by 
the following answers/ weights: 

 Very Important (VI) weighs 5; 
 Important (I) weighs 4; 
 Quite Important (QI) weighs 3; 
 Not Important (NI) weighs 2; 
 Very Not Important (VNI) weighs 1. 
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In addition, for the purpose of using the same type of format for assessing the 
perceptions of the received service, it is determined by the following answers/ weights: 

 Very Good (VG) weighs 5; 
 Good (G) weighs 4; 
 Fair (F) weighs 3; 
 Bad (B) weighs 2; 
 Very Bad (VB) weighs 1. 

Service quality itself has 5 indicators - as described in the previous chapter - and is 
developed into several question items which include: 

 Reliability = 5 questions; 
 Responsiveness = 4 questions; 
 Assurance = 4 questions; 
 Empathy = 3 questions; 
 Tangible = 4 questions. 

Thus, 5 indicators developed into 20 question items. Based on the analysis, the 
suitability between expectations and perceptions of services in licensing services are as 
follows: 

 Criteria 1: clarity of requirements for service procedures; 
 Criteria 2: employee skills in using computer aids; 
 Criteria 3: employee accuracy in providing services; 
 Criteria 4: employee ability in responding to questions; 
 Criteria 5: employee discipline; 
 Criteria 6: employee alertness in providing services; 
 Criteria 7: employee ability in answering complaints; 
 Criteria 8: employee willingness in providing clear information about the types of 

licensing certificate for home industry products; 
 Criteria 9: employee accuracy in providing services; 
 Criteria 10: guarantee on the quality of food products; 
 Criteria 11: conformity of product names to industrial owners’ names; 
 Criteria 12: clarity of information on food additives; 
 Criteria 13: security officer; 
 Criteria 14: polite and friendly services; 
 Criteria 15: neat-looking employees; 
 Criteria 16: non-discrimination services 
 Criteria 17: availability of supporting means for seating; 
 Criteria 18: ease of geographical access; 
 Criteria 19: additional facilities e.g. air conditioner and television; 
 Criteria 20: parking and prayer room facilities; 
 Data analysis. 

This research applies quantitative description analysis by assessing respondents on: 
(1) information about public perceptions on the received services, (2) information about the 
interests of various types of elements/ indicators of licensing service quality. Information 
about perceptions and interests is analyzed in two stages which include: 

 gap analysis to find out how much the level of gap between customer expectations 
and perceptions of services they received; 

 analysis of Cartesian Diagrams to analyze correlation of data obtained from the first 
analysis with the aim of determining how closely the correlation between each 
dimension of service quality perceived by the community. The Cartesian Diagram 
matrix is used to describe the correlation of closeness. 

This matrix is a chart divided into four parts which are limited by two lines intersecting 
perpendicular to the points (X, Y) as defined by Umar (2002): 

“The Cartesian diagram is a space consisting of 4 parts which are limited by two lines 
that intersect perpendicular to the points X and Y. Point X is the average score of the level of 
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implementation/ performance while point Y is 
expectation. 

 

 

Expectation of the service; X = Perception of the service.

Figure 1 – Service Quality in the Cartesius Diagram 
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Based on the above picture, it can also be concluded that there are gaps in the quality 
of licensing services between what the applicants receive and expect for licensing service for 
production certificate of home food industry. It has been proven that there are several 
indicators/ items in quadrant A which should be a top priority and are considered important 
for the community. However, the service provider has not provided it according to customer 
expectations. Based on the results of data analysis, the value of X = 3.41 and the average Y 
= 4.44. Thus, it is concluded that perceptions/ performances are lower than expectations. 
 

DISCUSSION OF RESULTS 
 

The research findings propose that IPA can be an important tool for identifying 
strengths and weaknesses in evaluating services in the licensing sector. The matrix with four 
quadrants helps establish and determine a plan to improve service quality as measured by 
the expectations and perceptions of service users. This research found that the greatest 
concentration needs are in the tangible and empathy dimensions. 
 

Table 2 – Means of Perceptions and Expectations of SERVQUAL 
 

Items 
Perception 
Levels (X) 

Expectation 
Level (Y) 

Average Value of 
Perception (X) 

Average Value of 
Expectation (Y) 

Clarity of requirements for service procedures 447 464 4.47 4.64 
Employee skills in using computer aids 444 452 4.44 4.52 
Employee accuracy in providing services 216 457 2.16 4.57 
Employee ability in responding to questions 215 456 2.15 4.56 
Employee discipline 214 438 2.14 4.38 

Average of Tangible 3.07 4.53 
Employee alertness in providing services 237 450 2.37 4.5 
Employee ability in answering complaints 227 439 2.27 4.39 
Employee willingness in providing clear 
information about the types of licensing 
certificate for home industry products 

444 453 4.44 4.53 

Employee accuracy in providing services 218 448 2.18 4.48 
Average of Responsiveness 2.81 4.47 

Guarantee on the quality of food products 446 450 4.46 4.5 
Conformity of product names to industrial 
owners’ names 

449 453 4.49 4.53 

Clarity of information on food additives 451 454 4.51 4.54 
Security officer 213 453 2.13 4.53 

Average of Assurance 3.89 4.52 
Polite and friendly services 434 431 4.34 4.31 
Neat-looking employees 435 428 4.35 4.28 
Non-discrimination services 189 432 1.89 4.32 

Average of Empathy 3.52 4.30 
Availability of supporting means for seating 436 435 4.36 4.35 
Ease of geographical access 439 450 4.39 4.5 
Additional facilities e.g. air conditioner and 
television 

412 449 4.12 4.49 

Parking and prayer room facilities 217 431 2.17 4.31 
Average of Physical Evidence 3.76 4.41 

Average of All Values 3.41 4.44 

 
Paying attention to the above results of the Cartesian quadrant, quadrant A (Top 

Priority) has 5 Criteria/ attributes that are the top priority that must be improved. It is because 
the level of licensing satisfaction is less than the expectations of employees in the health 
sector of the licensing sector. It includes the employee accuracy in providing services and 
responding to questions that are still considered to be less by the applicant who will apply the 
production certification of home food industry. Responding to the question, in this case is the 
role of licensing officers in serving the licensing for all household industrial products in 
Ponorogo Regency including food and beverage processing industries with a geographical 
location within the radius of up to 60 km. In addition, it has a variety of regional 
characteristics which of course has very diverse types of society; from urban to rural areas. 
In this case, they are mostly rural people who think that the service of responding to the 
questions they ask is unsatisfactory because basically the officers explain what is the 
existing in the Standard Procedure for Services. Meanwhile, the applicants need a quick and 
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practical step that can immediately realize the licensing for making home food industry 
certificates. However, the applicants are required to participate in a food extension certificate 
activity which can be carried out if the quota meets the standards of 30 applicants. 

B quadrant (maintaining the achievement) has 8 criteria/ attributes whose 
achievements need to be maintained. Customers expect these factors and they assume that 
they are in accordance with their expectations so that the level of satisfaction is relatively 
higher. It is better to have clarity of service requirements and procedures, employee skills in 
using computer aids, employee willingness in providing clarity of information regarding types 
of licensing services, and additional facilities e.g. air conditioner and television continue to be 
maintained. Basically, all service operating standards for service users are available to 
support the smooth functioning of officers in providing maximum service to users. The 
services and facilities provided aim to provide a sense of security, comfort to service users 
so that they feel satisfied in using licensing services for production certificate of home food 
industry (PIRT). 

Quadrant C (attributes to maintain) only has 5 criteria. It is a low priority attribute 
meaning that it is not necessary to prioritize this attribute because it is indeed not expected 
by the users. It should be reconsidered for the increase because in reality the implementation 
of the attributes is not too special and is considered less important by consumers so that the 
benefits received are also relatively small. In terms of employee discipline, in the Health 
Resources Development (PSDK) in Ponorogo Regency, employees carry out their duties in 
full discipline, responsibility, professional and capable of answering customer complaints and 
not discriminating against all licensing applicants. All applicants are served without 
distinguishing ethnicity, race and religion. All are considered equal and have the right to 
receive the same services supported by professionalism of officers and room comfort 
facilities so that customers feel satisfied. In addition, the limited parking area is also able to 
be fully utilized by the service applicants in conducting licensing services in Ponorogo 
Regency. Although this is not very important, it remains a supporting factor to give 
convenience for the people requesting services at the Health Office of Ponorogo Regency. 

Quadrant D (main to priority) has 3 criteria. The criteria/ attributes in quadrant D are 
surplus attributes. It means the performance is very good but it is not an expected (not 
important) attribute for the user. It is preferably to reduce the increase in this attribute so that 
it can save costs. It includes: polite and friendly services, neat-looking employees, and the 
availability of comfortable and non-boring seating support facilities which makes the 
applicants of licensing services unsaturated and continue to carry out the services 
comfortably. 

Based on the results of the above Cartesian diagram analysis, the most criteria are in 
Quadrant B, i.e. 8 criteria. It means that the criteria/ attributes of service quality in quadrant B 
are factors that are considered important by the customer and in accordance with what they 
feel so that the level of satisfaction is relatively higher. In other words, the customer’s 
performance and expectation are high-level variable and are appropriate. Thus, the company 
or organization is sufficient to maintain variable performance so that the services provided to 
applicants are satisfactory services. 
 

CONCLUSION 
 

Based on the theory and the findings that have been verified, the service quality in 
each service provider agency is largely determined by customer assessment. Knowing 
customer assessment of service quality can be conducted using Service Quality Theory as 
stated by Parasuraman & Berry (1990). It is carried out using gap 5; i.e. service quality which 
is measured by the level of gap between customer expectations and perceptions. In these 
measurements there are 20 dimensions/ variables and simplified into 5 dimensions including 
Reliability, Responsiveness, Assurance, Tangible, and Empathy. Determination of the 5 
dimensions above is based on the relevance and compatibility with the characteristics of the 
assessment of services available at the Health Service of Ponorogo Regency. 
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The research findings are expected to be used as a reference for the development of 
the Public Administration practice, specifically related to Public Service Management. Further 
research needs to conduct research relating to licensing services in inclusive perspectives. 
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ABSTRACT 
This study will measure the level of integration that occurs between the Sectoral Index in 
Indonesia Stock Exchange. This research will also analyze the effect of macroeconomy 
effect covering exchange rate, inflation, world oil price, and interest rate on Sectorial Index in 
Indonesia Stock Exchange. The analysis method used is VAR and VECM. The data analysis 
uses VAR/VECM includes three major analysis tools namely Johannsen cointegration test, 
Impulse Response Function (IRF), and Forecast Error Variance Decomposition (FEVD). The 
research results show that there is integration between sectoral shares in Indonesia Stock 
Exchange. The nine sectors responded negatively to the inflationary shock and BI rate. 
Meanwhile, they responded positively on the world oil price shock. Exchange rate shock was 
responded positively by the basic and chemical industry sectors, consumer goods industry 
sector, property and real estate sectors, miscellaneous industry sector, consumer goods 
industry sector, property and real estate sectors, transportation and infrastructure sectors, 
financial and trade, services, and investments sectors. While the agricultural sector, mining 
sector, and various sectors of the industry responded negatively against the exchange rate 
shock. 
 
KEY WORDS 
Sectoral stock index, integration, macroeconomics, VAR/VECM. 
 

Capital market is one of public investment means which directly plays a role in the 
process of changing economic condition of a country continuously. The development of the 
capital market industry increases the interest of investors to invest their assets in the stock 
industry. Investing in shares allows investors and business actors to earn huge profit. 
However, it can also cause big loss in a short period of time. Thus, the investor needs 
information to read the movement of stock prices. 

The development of stock industry in Indonesia can be seen through Indonesia 
Composite Index or known as IHSG or ICI. The Indonesia Composite Index reflects the stock 
price condition of all companies listed on the IDX. Companies within BEI are divided into 
sectors namely agriculture, mining, basic and chemical industries, various industries, 
consumer goods, property and real estate, transportation and infrastructure, finance, trade, 
services and investment, and manufacturing. The stock price movement of each sector is 
illustrated in the Sectoral Stock Price Index (IHSS). 

The phenomenon of capital market integration has created a domino effect or 
Contagion Effect. Sectoral integration can be defined as the movement of several stock 
sectors to one long-term equilibrium with the same or similar pattern caused by the similarity 
of factors affecting the sector or the dependence of one sector to another. Hence, when 
there is turmoil in one sector caused by global factors it will be responded by other sectors 
quickly. 

The contagion effect can be caused by the interdependence of economic relations 
such as macroeconomic equality. Macroeconomic factors that affect the stock indexes 
include changes in central bank interest rate, global economic condition, world energy price, 
political stability of a country, etc. (Blanchard 2006). 

This study will measure the level of integration that occurs between Sectoral Index in 
Indonesia Stock Exchange such as agriculture, mining, basic and chemical industries, 
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various industries, consumer goods, property and real estate, transportation and 
infrastructure, finance, trade and services and investment. Integration will definitely cause 
contagion effect. Thus, it is interesting to study about which dominant sector in Indonesia 
stock market. This research also analyzes the influence of macroeconomic factors including 
exchange rate, inflation, world oil price and interest rate on Sector Index in Indonesian Stock 
Exchange. Hence, if macroeconomic shock which affect one sector, investors can anticipate 
the impact that will occur in other sectors. 
 

METHODS OF RESEARCH 
 

The analytical methods used are VAR and VECM. Data analysis using VAR / VECM 
includes three main analysis tools namely Johannsen cointegration test, the method used to 
determine whether the variables are not cointegrated stationary or not, Impulse Response 
Function (IRF), the method used to determine the response of an endogenous variable to a 
certain shocks and Forecast Error Variance Decomposition (FEVD), a method that can be 
done to see how changes in a variable indicated by variance error changes are influenced by 
other variables. 

VECM is often referred to as the VAR design for non-stationary series that has a 
cointegration relationship. Thus, in VECM there is a speed of adjustment from short to long 
term (Paradise 2011). The specifications of the VAR model are in the form of a matrix as 
follows: 
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Where: 

JKAGRI = price of the agricultural sector index; 
JKMING = price of the mining sector index; 
JKBIND = price index of basic industry & chemical sector; 
JKMISC = price of various industry sector indices; 
JKCONS = price index of the consumer goods sector; 
JKPROP = price index of property & real estate sector; 
JKINFA = price index of the transportation & infrastructure sector; 
JKFINA = price of the financial sector index; 
JKTRADE = price index of trade services sector and investment; 
IF = inflation; 
BR = BI Rate 
HM = World Oil Prices; 
KR = Exchange rate; 
A0 = vector intercept; 
A1 = matrix coefficient or parameter size (n.n) for every i = 1,2, ..., p; 
εt = error-sized vector. 
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RESULTS AND DISCUSSION 
 

Macroeconomic Condition. The ability of investors to understand and forecast future 
macroeconomic condition will be very useful in making profitable investment decisions. To 
that end, an investor should pay attention to some macroeconomic indicators that can help 
them in understanding and predicting macroeconomic conditions. Observing changes in 
some variables or economic indicators can help investors in predicting what will happen to 
change in the capital market. 

Inflation is a state where the decline in the value of a country's currency resulting in a 
systematic increase in the price of goods. Figure 1 describes the macroeconomic conditions 
during 2009-2016. The fluctuation in inflation can be seen in the picture. Inflation can occur 
due to two things namely the rising demand, production cost, and it can also be caused by 
the amount of money supply in the community. Unstable food prices in Indonesia are 
suspected to be one of the causes of inflation fluctuation. 
 

 

Figure 1 – Macroeconomic chart, 2009-2016 

 
Currency exchange rate or exchange rate had decreased in 2009 to 2011. However, 

rupiah continues to weaken since 2011. BI rate is a policy rate that reflects the stance of 
monetary policy stipulated by Bank of Indonesia and it is announced to the public. It can be 
seen in the picture that the BI rate has decreased in 2016. World oil prices had decreased 
drastically in 2015. The reason is that OPEC decided the policy that not restricting the 
production in order to maintain market share. Hence, resulting in the abundant supply of 
world oil. 

Pre-Estimation Test. In using VAR/VECM, the data used must be previously tested. 
Testing data is done to determine the model used, then it can be determined whether VAR or 
VECM. The tests carried out include stationary test, cointegration test, causality test, 
VAR/VECM test, IRF test, and variance decomposition. 

The results of the data stationarity test on the first difference shows that all variables 
used in the study have been stationary at first difference level. This is because the probability 
value is less than 0.05. 

In determining the optimal lag using the information criteria, the criterion is chosen 
which has the smallest value indicated by asterisk (*) in the optimal lag result. The table 
shows that the optimal lag length is one (1) seen from the value of FPE, AIC, SC, and HQ. 

A VAR system is said to be stable if all roots or its roots have a modulus smaller than 
one. In the test results it can be concluded that the estimation of the stability of VAR to be 
used for IRF and FEVD analysis has been stable because of the modulus range <1. Hence, 
it can be used for further analysis. 

Integration between Sectoral Shares Index. In looking at stock exchange integration, 
there are five usable analyzes such as correlation analysis, causality, cointegration, variance 
decomposition, and asset pricing model (Tony et al 2004). In this study, only three analyzes 
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are used in the VAR/VECM method namely causality, cointegration, and variance 
decomposition analysis. 

Cointegration testing is carried out to obtain long-term relationship between variables 
that have met the requirements during the integration process where all variables have 
stationer at the same degree which is the degree one I (1). The VECM estimation is 
performed when cointegration is found. On the contrary, if there is no cointegration, then the 
VAR in difference estimation will be performed. 

The cointegration test used in this research is the Johansen cointegration test by 
comparing the trace statistic value and the Max-Eigen statistic value with the critical value of 
0.05. If the trace statistic value and Max-Eigen statistic value are greater than the critical 
value of 0.05, then the data is cointegrated and vice versa. If the trace statistic value and the 
Max-Eigen statistic value are less than the critical value of 0.05 then the data is not 
cointegrated. 

Integration between sectoral stock price index. The result of cointegration test from 
trace test statistic shows that there are 8 cointegrated equations and significant at α = 5%. 
Furthermore, the maximum eigenvalue test statistic shows that there are 2 cointegrated 
equations and significant at α = 5%. It can be seen from the value of Prob. <0.05 which 
means there is a cointegration between sectoral stock index variables in Indonesia Stock 
Exchange and macroeconomic variables. VECM mode is used because the existence of 
integration. 

Long-Term and Short-Term Relationships between Variables. The result of VECM 
estimation will obtain short and long-term relationship between each variable. Estimation of 
VECM is carried out when the existence of cointegration between variables is found in 
cointegration test. Cointegration between variables is found in the cointegration test. Hence, 
VECM estimation is carried out. 

The estimation results show that the agricultural sector has a positive influence on 
basic and chemical industry sector equal to 0.122%. This means that an increase in the 
agricultural sector will cause the increase in basic industrial and chemical sector by 0.122%. 
In addition to the agriculture sector property and real estate, and the BI rate has a positive 
influence on basic and chemical industry sectors. Meanwhile the mining sector has no 
influence on the basic and chemical industry sectors. 

The agricultural sector has a negative effect on the consumer goods sector by -
0.095%. This means that an increase in the agricultural sector will cause the decline in the 
consumer goods sector of -0/095%. In addition to agricultural sector, another variable that 
has a negative effect on the consumer goods sector is the BI rate of -82.57%. While the 
exchange rate, inflation, and property and real estate sector have no effect on the consumer 
goods sector. 

In addition to long-term, VECM estimation also analyses the short-term effects. The 
results of VECM estimation which have short term effect are presented in the table 9. 
 

Table 2 – Short-term VECM estimation 
 

Dependent Variable Independent Variable Coefficient t statistics 

JKBIND 
D(BIRATE(-1)) 39.69413 [ 2.61658] 
D(INFLASI(-1)) -9.89116 [-2.80459] 

JKAGRI D(JKMISC(-1)) -2.47479 [-2.53448] 
JKFINA D(INFLASI(-1)) -13.4055 [-2.71014] 
JK INFA D(INFLASI(-1)) -14.733 [-2.49841] 

JKMISC 

D(JKBIND(-1)) -2.73892 [-1.97612] 
D(JKCONS(-1)) -1.61145 [-2.28632] 
D(JKFINA(-1)) -7.08564 [-2.31249] 
D(JKINFA(-1)) -2.48084 [-2.30561] 
D(JKMING(-1)) -0.66884 [-2.10811] 
D(JKMISC(-1)) -1.32583 [-2.47510] 

D(JKTRADE(-1)) -2.86141 [-2.43778] 

 
Table 2 shows that BI rate affects basic and chemical industry sectors positively while 

and inflation affects basic and chemical industry sectors negatively. The various industry 
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sectors affect the agriculture sector negatively by -2.274%. This means that an increase in 
the miscellaneous industry sector will cause a decrease in the agribusiness sector by -
2.474%. 

Inflation affects the transportation and infrastructure sectors as well as financial sector 
negatively. The miscellaneous industry sector is mostly affected by other sectors as many as 
7 sectors. The sectors affecting various industry sectors include basic and chemical industry 
sectors, consumer goods sector, financial sector, transportation and infrastructure sectors, 
mining sector, miscellaneous industry sector, and trade, services and investment sectors. All 
sectors negatively affect miscellaneous industry sector. It states that the miscellaneous 
industry sector declines when there is an increase in other sectors. 

Macroeconomic Relationship with Sectoral Stock Index. The Granger causality test is 
performed to see if two variables have a reciprocal relationship or not. In other words, one 
variable has a causal relationship with other variables significantly, since each variable in the 
study has an opportunity to be an endogenous or exogenous variable. The bivariate causality 
test uses the VAR Pairwise Granger Causality Test and using a real five percent rate. The 
table results of Bivariate Granger Causality test analysis can be seen in the appendix, while 
the results of causality test can be seen in the following table. 
 

Table 3 – Causality test results 
 

Independent variable 
Dependent variable 

JKagri JKbind JKming Jkmisc Jkinfa Jkprop Jktrade Jkfina Jkcons 
Kurs          

BI Rate          
Inflasi          

Minyak          
JKagri          
JKbind          
JKming          
Jkmisc          
Jkinfa          
Jkprop          
Jktrade          
Jkfina          
Jkcons          

 

Note:  has effect;  has no effect. 

 
The results of causality test show that macroeconomic variables include exchange rate, 

BI rate, and inflation have reciprocal relation to nine existing sectors namely agriculture 
sector, mining sector, basic and chemical industry sectoral, miscellaneous industry sector, 
consumer goods industry sector, property and real estate sectors, miscellaneous industry 
sectors, consumer goods industry sector, property and real estate sectors, transportation and 
infrastructure sector, financial sector, and trade, services and investment sectors. In addition, 
the world oil price affects the eight other sectors except the agricultural sector. This shows 
that the correlation of agriculture with world oil price is very low or almost nonexistent. 

The agricultural sector affects almost all other sectors except the Mining Sector. This 
shows that the correlation between the agricultural sector and the mining sector is very small 
or absent. The statement is supported by the results of world oil price causality test which 
has no effect on Agricultural Sector. Table 3 shows that the mining sector is only affected by 
the property sector and real estate and trade, services and investment sectors. This indicates 
that the movement of stock price index of mining sector is not correlated with index of share 
price of agriculture sector, basic industry and chemical schemer, multifarious industry sector, 
consumer goods industry sector, transportation and infrastructure sector, and financial 
sector. 

The property and real estate sectors as well as trade, services and investment sectors 
affect the other eight sectors. It shows that stock index movement of property and real 
estate, trade, service and investment sectors have reciprocal relation of index of stock price 
of other sectors. 
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The Effects of Macroeconomic Shock on IHSS. The dynamic behavior of the VECM 

model can be seen through the response of each variable to the shock of the other variables. 
Impulse Response Function (IRF) provides an overview of how the response of a variable in 
the future if there is an interference with one of the variables. Thus, it can be seen the 
duration of the influence of the shock of a variable against another variable until the influence 
is lost or returned to the point of balance. In the IRF graph, the horizontal axis represents the 
time period ahead after the shock, while the vertical source is the response value. 
Fundamentally, through this analysis it will be known the positive or negative response of a 
variable to the other variables that can be observed from the graph in the first and third 
quadrant only because the second and fourth quadrant shows the response of each variable 
itself. 

The IRF analysis will explain the impact of shock on one variable to the other variables 
where this analysis will not only analyze in short time but also analyze for some future 
horizons as long-term information. In this analysis, there is a long-term dynamic response to 
each variable when there is a certain shock of one standard error in each equation. 

In IRF, it is known that the period of time required until a sector reaches a stable point 
to the macroeconomic shocks illustrated in Figure 3 
 

Figure 2 – IRF Stable Period 

 
Figure 2 outlines the time required for a sectoral stock price index to be stable against 

macroeconomic shocks. In Figure 3 it can be seen that the multifarious industry sector has 
the shortest period in reaching a stable point against shocks at the exchange rate. While the 
financial and investment sectors have the longest period in reaching a stable point against 
exchange rate shocks. 

The nine sectors are agriculture, mining, basic and chemical industry, miscellaneous 
industry sectors, consumer goods industry sector, property and real estate sector, 
miscellaneous industry sectors, consumer goods industry sector, property and real estate 
sectors, transportation and infrastructure sectors, the financial sector, and the trade, services 
and investment sectors respond negatively to inflation shock. Samsul (2008) states that high 
inflation will bring down stock prices in the market, while very low inflation will result in very 
slow economic growth, and ultimately stock prices will also move slowly. 

The shock to world oil price were positively responded by the nine factors, namely 
agriculture, mining, basic and chemical industry, miscellaneous industry, consumer goods 
sectors, property and real estate, miscellaneous industry, consumer goods industry, property 
and real estate sectors, transport and infrastructure sectors, financial sector, and trade, 
services and investment sectors. The agriculture and miscellaneous industry sectors 
responded negatively at the beginning of the period but as the period progressed the 
response increased to a positive response. 
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The role of fluctuations in the price of oil on capital markets will depress the prospect of 
shares with certain characteristics, the first stocks of companies whose raw materials are 
mostly import-based, such as stocks of infrastructure and consumer goods sector will fall, 
then stock issuers who have lots of US dollar debt and risk bear foreign exchange losses, 
and the last is the stock of banks and property. Because with rising oil prices can cause trade 
balance deficits, then can raise the rate BI rate. 

Agricultural sector, mining sector, basic and chemical industry, miscellaneous industry 
sector, consumer goods industry sector, property and real estate sector, miscellaneous 
industry sector, consumer goods industry sector, property and real estate sector, 
transportation and infrastructure sector, financial sector, and the overall trade, services and 
investment sectors responded negatively to BI rate shocks. Basic and chemical industrial 
sector, consumer goods sector, and transportation sector infrastructure respond positively to 
BI rate shock at the beginning of the period but respond negatively in the next period. Satya 
(2015) states that high interest rates are a negative signal for stock prices. This is because 
the increase in interest rates will increase the burden of credit interest and lower net income. 
A decrease in net profit will result in lower earnings per share and will eventually result in 
lower stock prices in the market. On the other hand, rising interest rates on deposits will 
encourage investors to sell stocks and then save the proceeds in deposit. 

The shocks to the exchange rate are positively responded by basic and chemical 
industry sectors, consumer goods industry sector, property and real estate sector, 
miscellaneous industry sector, consumer goods industry sector, property and real estate 
sector, transportation and infrastructure sector, financial sector and trade sector, services, 
and investments. While the agricultural sector, mining sector, and various sectors of the 
industry negatively respond against exchange rate shocks. Samsul (2008) states that a 
sharp increase of US dollar exchange rate against the rupiah will negatively impact the issuer 
with dollar debt while the issuer's products are sold locally. Meanwhile, export-oriented 
issuers will receive a positive impact from the rise in the exchange rate. This means that the 
negatively affected stock price of the issuer will decline in the Stock Exchange, while the 
positively affected issuer will increase its stock price. 

Relationship of IHSG and IHSS. The stock market has become more integrated due to 
the increasing importance of free capital mobility arising from various economic integration 
mechanisms (Narayan 2004). Fauzi (2009) states that the integration process can occur due 
to several things, including policies between countries, investor characteristics, and stock 
market characteristics in the country.The relationship between IHSG and IHSS is outlined in 
the following variance decomposition results. In the cointegration test result there is 
integration on sectoral stock price index in BEI 2009-2016 period. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 3 – Variance decomposition of IHSG 
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Based on Figure 4, the JCI fluctuation is largely influenced by the contribution of basic 
and chemical industry sectors (BIND), basic and chemical industries have contributed more 
than 70% and followed by the financial sector. While the lowest contribution in JCI 
fluctuations is the trade, services and investment (JKTRADE) sector, which is less than 1%. 
The high contribution of basic and chemical industries is influenced by various sub-sectors 
such as cement, chemical, metal, ceramic, feed and wood. 

Manu (2016) states that there is a contagion effect between sector index in Indonesia 
Stock Exchange where Financial sector index is the leader of other sector index in Indonesia 
Stock Exchange. The statement of sectoral sector leaders differs from this study which states 
that the index of basic and chemicals industry sectors has the largest contribution in the 
composite stock price index. This is due to the difference in the period measured in January 
2007 – December 2015. 
 

MANAGERIAL IMPLICATIONS 
 

For investors, this research is expected to be a consideration for investing in Indonesia 
stock exchange. Given the results of this study, investors can see which sectors are strongly 
related to other sectors. Investors can also see the response given by each sector if there is 
positive or negative shock to macroeconomics. Losses on stock investments can also be 
avoided or reduced by looking at relationships between sectors and with macroeconomic 
factors. 

For issuers with integrity among sectoral shares, companies can cooperate in 
advancing the company's performance. Given the integration between sectoral stocks, it is 
hoped that there will be a mutually beneficial policy for all sectors in the future. Issuers can 
also anticipate the macroeconomic shocks that occur. 
 

CONCLUSION AND RECOMENDATIONS 
 

There is integration between sectoral stocks in Indonesia Stock Exchange. This means 
that there is a relationship between sectors. Exchange rate, BI rate and inflation have 
causality relation with nine sectors, namely agriculture sector, mining sector, basic and 
chemical industry sectors, miscellaneous industry sector, consumer goods industry sector, 
property and real estate sectors, miscellaneous industry sector, consumer goods industry 
sector, property and real estate sectors, transport and infrastructure sectors, financial sector, 
and trade, services and investment sectors. While world oil prices affect the other eight 
sectors except the agricultural sector. 

The nine sectors respond negatively to inflation and BI rate inflationary shocks, while 
respond positively to the world oil price shock. The shock to the exchange rate is positively 
responded by basic and chemical industry sectors, consumer goods industry sector, property 
and real estate sectors, miscellaneous industry sectors, consumer goods industry sector, 
property and real estate sectors, transportation and infrastructure sectors, financial and trade 
sectors, services, and investments. While the agricultural sector, mining sector, and various 
sectors of the industry respond negatively against the exchange rate shock. 

Various industry sectors have the largest contribution among other sectors in price 
fluctuations experienced by JCI. While sectors per trade, service, and investment have the 
lowest contribution in influencing JCI fluctuation 

The suggestion in this research refers from various shortcomings found in the study. 
One of the shortcomings is not using return as the variable. The future research can use 
return variable of stock price index. In addition, macroeconomy variable can be added such 
as GDP and the money supply. Further research can also examine the integration and 
influence of macroeconomic factors on stock returns. 
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ABSTRACT 
Patchouli is one of the important livelihoods for Aceh Jaya Regency’s community. It has 
recorded as the highest prices in Indonesia, but has continued to decline until now. One of its 
obstacles is lack of finance or working capital needed by farmers during the cultivation and 
harvest period. Financial contributions that can be given to patchouli farmers are patchouli 
loans from banking, cooperatives, and their personal capitals. This study aims to determine 
the financial contribution provided by financial institutions in patchouli agroindustry. The 
method is used observation and interview obtained from primary data and secondary data 
analyzed by descriptive qualitative and quantitative methods. The conclusion from the results 
of the study indicates that the contribution of financial institutions towards the development of 
patchouli agroindustry in Aceh Jaya Regency has not played a significant role. Also the 
perception of financial institutions on the risk of patchouli farming in Aceh Jaya Regency can 
be categorized as low. In additional, the policies of financial institutions towards the 
development of patchouli agroindustry are similar to other commodity agroindustry 
development policies. 
 
KEY WORDS 
Financial institutions, perception, credit risks, Aceh patchouli oil. 
 

Historically, Indonesia has been supplying up to 90% of the world's patchouli oil 
demands, and 70% of them mainly come from Aceh; nevertheless, Aceh only supplies 15-20% 
of the total amount exported by Indonesia currently. Aceh Patchouli (Pogostemon cablin 
Benth), is one of the best patchoulis in the world that have contained Patchouli Alcohol (PA) 
with an average over 30%. Essential oils are commonly produced through the distillation 
process using steam. The total production of Indonesian essential oils ranges from 5,000 - 
6,000 tons with a total value of USD 125 million - 150 million. Nearly 80% of Indonesia's 
essential oils are exported which the main commodities are clove oil, patchouli oil and 
nutmeg oil respectively. It consists of 60% crude essential oil, 30% derivative products, and 
10% products final form; such as food, medicines, cosmetics, and others (Aceh Planning 
Agency, 2016). 

One of the livelihoods in Aceh Jaya is patchouli farming. Farmers conducted patchouli 
cultivation from generation to generation until now. Patchouli cultivation is one of the 
businesses that they proud of; wherefore, it has been one of the commodities which have 
great contribution to their income. An important factor for the sustainability of this 
agroindustry is the capital or financial contribution of financial institutions. The need for a 
capital makes one have to borrow from the other parties, such as banks, cooperatives, and 
other partners. The development of this agroindustry in Aceh Jaya faces a lot of problems, 
includes both of the farmers and the industrial. Farmers often face obstacles in capital; 
whether in the initial capital of cultivating and in harvesting. These are due to the lack of 
finance owned and farmers tend to take a loan from other parties such as banks, 
cooperatives, and other non-partners. In addition, these financial problems are also 
exacerbated by the declinable prices, or the unstable harvest time. It is also happened in 
Patchouli industry, there are some constraints; such as raw materials’ availability, qualities 
control, prices control, buyers and so on. 
 

mailto:uswa.h.nura@gmail.com
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METHODS OF RESEARCH 
 

The data used in this study are observation and interview data, so the researcher 
designed a questionnaire for patchouli farmers. The data were obtained from two sources, 
which were a primary data and secondary data. Primary data obtained from interviews and 
filling out questionnaires. Secondary data is obtained from library studies, relevant agencies 
and institutions, and literature related to the problem. After collecting data, it was analyzed 
using quantitative analysis. 

Analysis of the Contribution of Financial Institution. The analysis equation used is as 
follows: 
 

�� =  
��

�(�����)
 � 100% 

 
Where: Ki = Financing Contribution (%); I = Banking, Cooperative, Personal Capital; 
Pi = Financing/Loan Facility Provided (Rp); P(Total) = Overall Financing (Rp). 

The sum of overall finances are financing from banking, financing from cooperatives, 
and financing from personal capital; mathematically, it can be written as follows: 
 

P(Total) = Pb + Pkop + Pmp 

 
Where: P(Total) = Overall Financing (Rp); Pb = Bank Financing (Rp); Pkop = Cooperative 
Financing (Rp); Pmp  = Personal Capital Financing (Rp). 

Widodo (2003) in Fahruddin (2011) suggested that to determine the contribution of 
financial institutions towards the development of patchouli agroindustry, the following criteria 
are used: 

 If the contribution of financial institutions is <35% of the total patchouli financing, it is 
categorized as low; 

 If the contribution of financial institutions is 35% - 70% of the total patchouli financing, 
it is categorized as medium; 

 If the contribution of financial institutions is >70% of the total patchouli financing, it is 
categorized as high. 

An Analysis of Financial Institutions' Point of Views on Patchouli Risk. The analytical 
method used is qualitative analysis which is presented descriptively based on the results of 
interviews guided by the questionnaire. First, the study was conducted by searching and 
collecting data, while the data was obtained from the results of the implementation study’s 
report, then identified the risks. The data includes a data from financial institutions in 
addressing the risks that occurred, as well as other related data. 
 

Table 1 – Variables and Risk Perception Indicators of Financial Institutions 
 

Description Indicators 

Risk profile of banking institutions in patchouli business 
High 
Low 

Risk for patchouli 

Fail to Harvest 
Not Paying 
Bad Loan 

Passed Away 

Loan payment rate 
Smooth 

Not Smooth 

Government contribution to risk reduction (accommodation) 
There is 

There is Nothing 
 

Source: Primary data, processed, (2018). 
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RESULTS AND DISCUSSION 
 

This study was conducted in Aceh Jaya Regency. The population of this study was all 
parties involved in the development of patchouli agroindustry in Aceh Jaya. The sample of 
this study were 6 banking institutions, 2 patchouli cooperatives, and 40 patchouli farmers in 
the study area, while the sampling techniques was using purposive sampling technique. 
 

Table 2 – Characteristics of Patchouli Oil Production in Aceh Jaya Regency, 2018 
 

No Description Unit Frequency Percentage (%) Average 
1 Land Area 

<1 
1 
2 
3 

Ha  
6 
25 
6 
3 

 
15 
62,5 
15 
7,5 

1,22 

2 Production 
< 100 
100 – 200 
201 – 300 
301 – 400 
> 400 

Kg  
12 
21 
4 
2 
1 

 
30 
52,5 
10 
5 
2,5 

140,75 

3 Price 
< Rp. 400.000 
Rp. 400.000 
> Rp. 400.000 

Rp  
18 
10 
12 

 
45 
25 
30 

396.500 

 

Source: Primary data, processed, (2018). 
 

Table 3 – Characteristics of Patchouli Farmers in Aceh Jaya Regency, 2018 
 

No Description Unit Frequency Percentage (%) Average 
1 Gender 

Male 
Female 

Man  
38 
2 

 
95 
5 

Man 

2 Age 
Not Productive yet: <15 
Productive: 15 - 64 
Non Productive: > 64 

Years Old  
- 
38 
2 

 
0 
95 
5 

43 

3 Last Education 
Elementary School 
Junior High School 
Senior High School 
Undergraduate 

Year  
9 
6 
24 
1 

 
22,5 
15 
60 
2,5 

Senior High School 

4 Work Experience 
1 – 10 
11 – 20 
21 – 30 
31 – 40 
>41 

Year 
 
 

 
16 
13 
7 
4 
- 

 
40 
32,5 
17,5 
10 
- 

17 

5 The Number of Dependents 
1 – 3 
4 – 6 
7 – 10 

Life  
12 
22 
2 

 
30 
55 
5 

4 

 

Source: Primary data, processed, (2018). 
 

Table 4 – Characteristics of Financial Institutions in Aceh Jaya Regency, 2018 
 

No Location Bank Sum Cooperative Sum 
1 Lamno BRI 

BPD 
2 KINA Jaya 

Member 
Management 
Educational Management 
Total Assets 
Average Loan 

 
120 
15 
Senior High School 
Rp. 338.000.000 
Rp. 3.000.000 – Rp. 5.000.000 

2 Calang BRI 
BPD 
Mandiri 

3 KKMB 
Member 
Management 
Educational Management 
Total Assets 
Average Loan 

 
˃ 100 
60 
- 
Rp. 3 Billion 
Rp. 2.000.000 – Rp. 5.000.000 

3 Krueng Sabe Bank BPD 1 The Total of Cooperative 2 
 The Total of the Bank  6   
 

Source: Primary data, processed, (2018). 
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In this study, the profit meant the number of receipts reduced by the costs spent by 
patchouli farmers. The quality and the oil amount produced, is different in each distillation 
area which depends on how much Patchouli Oil (PA) contained within the patchouli oil itself. 
The rate of production and price quality highly affects the receipts and the profits that 
patchouli farmers will get. 
 

Table 5 – Receipts and Profits of Patchouli Farmers in Aceh Jaya Regency, 2018 
 

Description Average 
The amount of patchouli oil production (Kg/Ha) 140,75 
Price (Rp/Kg) 396.500 
Receipt (Rp/Kg) 55.695.000 
Cost per harvest (Rp) 24.350.000 
Profit (Rp/Ha) 31.345.000 
 

Source: Primary data, processed, (2018). 

 
Table 5 shows that the average of patchouli farmers' receipts is Rp. 55,695,000 per kg, 

and the average of profit is Rp. 31,345,000 per Ha obtained from 40 farmers of the sample. 
From the receipts that were obtained, the farmers had only gotten a small profit; furthermore, 
they have had to reduce for the costs spent. They used profits to cover the costs, to meet 
family needs and be to save for saving. Other farmers chose to store the oil to sale when it 
needs in high prices. 

According to Ginting (2012) contributions have a meaning, which are participation, 
involvement, and accomodation. As the one contribute, it means an individual tries to 
improve the efficiency and effectiveness in his life. Whilst Fatriani (2010) said the magnitude 
of the contributions or the accomodation of each business towards overall income, can be 
seen by the number of income. In this study, the contributions of financial institutions is the 
total number received by the farmers from the cultivation period to the harvest period. It 
comes from banking institutions, cooperatives and personal capital of the farmers. 
 

Table 6. The Contributions of Financial Institutions towards Patchouli Agroindustry Development 
in Aceh Jaya Regency, 2018 

 

No Description Contribution Percentage (%) 
1 Banking 0 0 
2 Cooperative 500.000 2,01 
3 Personal Capital (Farmer) 24.350.000 97,99 
 Total Financing 24.850.000 - 
 Sum  100 
 

Source: Primary data, processed, (2018). 

 
Table 6 shows that the contributions of patchouli farmers along with personal capital is 

the highest contributions, which is 97.99% of the total. This means the contributions of 
financial institutions towards the development of patchouli agroindustry in Aceh Jaya is low. 
This is due to a lot of farmers used personal capital to conduct the businesses. They did not 
take a loan at all at banking, while only some farmers borrowed from cooperatives. Farmers 
who did not take a loan assumed the terms and conditions provided by banks and 
cooperatives were difficult, and others did not take it because they still had personal capital. 
If there was an urgent situation, the farmer would borrow from their relatives and neighbors. 

The policy refers to the response of banking institutions and cooperatives towards 
patchouli farmers to face various terms and conditions in taking the loan. 

According to Swandari (2002), the main function of a bank is as an intermediary 
institution. It means its act as an intermediary from parties whose excess funds can 
temporary given to other parties who are underfunded. Whereas according to Astohar (2009), 
the banking industry as an intermediary, plays an important role in the economic matters 
which 80 percent financing by the institutions is carried out by banks through loan. 

The results of the study indicated that the banking policies are as follows: 1) Based on 
analysis of the appropriateness; 2) Loan Interest; 3) Compatibility between loan amounts and 
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funding requirements. Banks provided the loan to the farmers who agreed to the existing 
terms and conditions. Only 1 bank provided loans to farmers out of 6 institutions in the study 
area. The other 4 had not provided the loan, because there were no farmers who had come 
to borrow, and the other one refused to confirm. Banking provided general loan interest, by 
14% per year, and 7% per year for KUR loan. Loaning was given and adjusted to the 
capabilities also the needs to be carried out by a survey. There was a restriction on the 
maximum amount of loans given to farmers, not only patchouli, but also other commodities 
such as palm oil, rice and so on. 

Cooperatives are an institution originating from the community for the community. It 
can be seen from the number of established cooperatives aims to help the surrounding 
community, especially farmers. According to Peterson (2005) cooperatives must have 
competitive advantages compared to other business organizations to win the competition in 
globalization and free trade era. 

The results of the study indicated that the Cooperative policies are as follows: 1) Based 
on analysis of the appropriateness; 2) Loan Interest; 3) Compatibility between loan amounts 
and funding requirements. KINA Jaya Cooperative did not have the conditions in providing 
loan to the farmers, while the KKMB has had obligations that have to be completed, which is 
identity card, family card and farmer group documents. The KINA Jaya Cooperative and 
KKMB did not take the loan’s interest from the farmers. If a crop failure happened, the farmer 
could pay the loan installments on the next harvest. The number of loans given was adjusted 
to the needs of farmers when taking a loan with the maximum amount that determined by the 
cooperatives. 

According to Stanton (2003) perceptions can be interpreted as a meaning that can be 
considered based on one’s experiences, and there is stimuli received through the five senses 
of human. Setiadi (2003) defines perception as a process of how the stimuli given are 
selected, then organized, and interpreted. 

The most common thing about loan is how big the risk that must be faced by the loan 
provider, because there are almost no loans that have no risk, especially against bad loans. 
Then, the loan provider carries out various efforts to minimize the risks, such as conduct 
location surveys, make a specified terms and conditions, and cooperate with the government 
in giving the interest or compensation. The explanation can be seen in the following table. 
 
Table 7. The Risk Perception of Banking and Cooperative Institutions towards Patchouli Farmer Loans 

in Aceh Jaya Regency, 2018 
 

Description Indicators Banking Cooperative 
Risk profile of banking institutions in 
patchouli business 

1. High 
2. Low 

Low 
 

Low 
 

Risk for patchouli 
 
 
 

1.Fail to Harvest 
2.Not Paying 
3.Bad Loan 
4.Passed Away 

Fail to Harvest 
Not Paying 
Bad Loan 
Passed Away 

Fail to Harvest 
Bad Loan 
 
 

Loan payment rate 
 

1.Smooth 
2.Not Smooth 

Smooth 
 

Smooth 
 

Government contribution to risk 
reduction (accommodation) 

1.There is 
2.There is Nothing 

There is 
 There is Nothing 

 

Source: Primary data, processed, (2018). 

 
Patchouli business was considered having a low risk. The risks that often occurred 

were crop failure and bad loan. If farmers were unable to pay the credit at the harvest or at 
the due date, farmers could pay at the next installment. Banking provided KUR loan for the 
farmers, which is 7% per year, and provided general loan interest, which is 14% per year. 
KUR loan was one of the government policies, which was expected to be able to help and to 
facilitate farmers in paying off or repaying credit of loans. 

According to the cooperative (KINA Jaya), the risk often faced was crop failure. 
Patchouli business had a low risk, it was because the cost of patchouli cultivation loan 
usually can be paid on harvest time. If the crop fails which was caused by disease or other 
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natural disasters, it can be paid on the next period of patchouli harvest. For the refunds, it 
was still going smoothly because there was no loan interest. Without the loan interest and 
any terms and conditions applied, it was help and support of cooperatives for patchouli 
farmers, which were expected to help farmers in fulfilling their needs in loan capital. For 
contributions (accomodation) from the government, there has been no help or support given 
to the farmers through cooperatives until now. 

In the contrary, according to the KKMB (Koperasi Kredit Maju Bersama), the loans 
given to patchouli farming have a risk, it was because a lot of bad loans occurred which 
causes the cooperatives cannot run a smooth system, and the capital given did not return. 
The main causes of bad credit were when the crop failures happen, farmers' awareness in 
paying or repaying the loan, and followed by the cooperatives which did not collect the bill 
from farmers or borrowers. 
 

CONCLUSION 
 

Based on the results of this study, the following conclusions are obtained as the 
following statements: 

 The contribution of financial institutions towards the development of patchouli 
agroindustry in Aceh Jaya Regency has not played a significant role. The highest 
contribution comes from personal capital which is equal to 97.99%; 

 Financial institutions' perceptions on the risk of patchouli farming in Aceh Jaya 
Regency can be categorized as low. Additionally, the policies of financial institutions 
towards the development of patchouli agroindustry were similar to other commodity 
agroindustry development policies. Banking policies were given in terms of providing 
a loan to patchouli farming by applying the same interest rate as other farms. 
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ABSTRACT 
Organic farming is a farming activity which is familiar with the environment. Organic farming 
is trying to minimize the negative impact to the natural environment. The main characteristic 
of organic farming is the use of relatively local varieties followed by the use of organic 
fertilizers and organic pesticides. Organic farming is a requirement of the time, even as a 
future agriculture for humans as the ultimate consumers of agricultural products will feel safe 
and secure, especially since the human consciousness to keep sustaining the environment 
was further increased. Based on the above problem, the purpose and usefulness of this 
research are as follows: 1) Describe the characteristics of organic rice consumer in 
Palembang, 2) Analyze the consumer behavior of consuming organic rice in Palembang, 3) 
Find out What factors most influence consumer behavior in consuming organic rice in 
Palembang. The result that 1) Two basic factors affecting consumer behavior are internal 
and external factors. Internal factor consists of gender, age, family members, education level, 
type of work, income level, and consumption, while external factors made up the social and 
cultural factors, 2) From the data obtained, age about 56-65 years old are the most likely to 
consume an organic rice in Palembang, 3) On the basis on gender, female are higher up 
consuming organic rice than male. Basically a factor that affects consumers is two kinds, it is 
internal and external factors. To invite consumers to buy organic rice in terms of internal 
necessity of support as well as the motives from the family or the closest relation to improve 
healthy living patterns, whereas an external aspect to build a healthy living conditions in the 
neighborhood to live on the family or neighbours. 
 
KEY WORDS 
Organic, farming, rice, health, public service. 
 

Health is a very important thing for humans to maintaining alive and to run activities. A 
lot of factors that affect human health both internal and external factors. Choosing a good 
food is one way to implement healthy lifestyle. Rice is the most abundant food portion of our 
body, which is about 60 – 70% of the total food we eat every day, therefore rice has an 
important role in keeping our bodies healthy and fit. Organic rice is rice that has been trusted 
as a rice is free of carcinogens, so it is very good for health. Currently, there are many 
producers (farmers) who produce conventional rice (using synthetic or chemical pesticides), 
consuming food that contain carcinogens such as rice can induce and stimulate the growth of 
cancers in the human body. This is how to distinguish organic and non-organic rice: 
 

Table 1 – The difference of organic and non-organic rice 
 

No. Organic Rice Non-Organic Rice 
1. Rough Physically slick, shiny, rough, and sometimes detected 

chemical or detergent 
2. Dull or blur When soaked, the dishwater became whitish 
3. Odorless Produce a white powder into the hands while the rice is still 

dry 
4. Contains glucose, tastes sweeter when 

chewed repeatedly 
Flavorless and tasteless 

5. Sticky when cooked If cooked, it's like dry rice 
6. More durable More stale 
 

Source: Purwaningsih, 2009. 

mailto:arbiunsri@yahoo.com


RJOAS, 1(85), January 2019 

196 

Basically an organic product are not expensive when compared to the cost of healthy 
care must we pay with often consume products containing chemicals or carcinogens. The 
consumer behavior in consuming organic rice is an attempt or actions when it 9 to foodstuffs 
especially rice, one of the theories that have attempted to reveal the determinants of 
behavior analysis of the factors that affects the behavior of it is because there are four 
principal reasons, it is thinking and feelings (including knowledge, beliefs, attitudes, values), 
references (friends, relation, media information, etc.), resources (income, time, effort, etc.), 
culture (ethnic), and physical (age, genders, etc.). 

Palembang is one of the major cities in the province of South Sumatra. As a large city 
with a total population of approximately 1,452,840 inhabitants with a population density of 
4.052 inhabitants/Km2 must have a large amount of food. In consuming food, most of the 
people in Palembang have already started trying to switch to a type of food that is believed to 
be keeping a healthy. Rice is a staple food that is consumed daily most of even the entire 
population of Palembang. All this time the rice consumers in Palembang only pays attentioñn 
to physical appearance, the packaging and the good prices. However, with a knowledge and 
a change of attitude from some consumers in Palembang, now it’s been a lot to choose or 
buy a quality product that is organic rice. The making of such behavioral changes does not 
take away from economic, social, and health knowledge. With this basic researchers are 
interested in conducting research on factors that affect consumer decisions in selecting 
organic rice to be consumed daily. Based on the above description, an interesting problem to 
examined in this study is as follows: 

 What are the characteristics of an organic rice consumer in Palembang? 
 How does consumer behavior get to consume organic rice in Palembang? 
 What factors most influence consumer behavior in consuming organic rice in 

Palembang? 
 

METHODS OF RESEARCH 
 

This research held in Palembang, Indonesia. The selection of the location was 
deliberately purposive by considering that Palembang is one of the most numerous cities in 
South Sumatra Province more that the other city in the region of South Sumatra so that the 
characteristics of the household population is more diverse. This research was carried out in 
one of the largest distributors of organic rice in Palembang in ‘Gerai Pasar Tani’ from Ministry 
of Agricultural Crops and Holticulture in the Southern State of Sumatra. 

According to Sugiono (2010), research variable is basically everything that shaped 
what researches are set apart to learn so that the retrieved information about the matters, 
then drawing conclusions. In this research there is one variable that the factors can influence 
consumer behavior in consuming organic rice. With a sub variable covering the family 
income, education, health reasons as measured by giving questionnaire to the consumer 
who are visiting at the place of sale that provides organic rice. 

The methods used in this research are survey method. The survey method was used 
because it was safe to do the primary data collection using a questionnaire with a direct 
interview to respondents (consumer) so there is immediate interaction. 

Sampling methods used in this research are Accidental Sampling Methods, which are 
accidental sampling by taking cases or respondents who happen to be existing or available 
at this place with the context of research (Natoatmodjo, 2010). Rosceo in Utari (2014) gives 
advice on sample size in the research between 30 up to 500, because the population is 
unknown, it will be taken as many as 30 respondents considered worthy to collect the 
necessary data and represent the population. In this process of sampling at a research 
location, the respondents would be the source are the consumers making the repurchase, it 
is assumed that the consumer has consumed organic rice. 

To answer the first objective is to know the consumer characteristic of organic rice in 
Palembang, researchers are asking questions in direct order with the systematic 
questionnaire that has been systematically complied, then answered by the respondent 
sample and developed into descriptive writing with the frequency tabulation. The 
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characteristics and consumers who consume organic rice are seen by age, family members, 
education levels, type of work, income, consumption, and health benefit perception. To 
answer the second objective is how the consumer behavior in consuming organic rice in 
Palembang, then used a descriptive analysis through the table analysis and a description 
based on qualitative data. To answer the third objective is what factors influence on 
consumer behavior in consuming organic rice using descriptive analysis of the data that is 
already collected to get the answers from the problem. The analysis steps in the descriptive 
method is to determine the value of Mean (M), Median (Me), and Mode (Mo). In order to 
create a grouping category, it first has to determine the width and the number of the 
intersections. According to Sutrisno Hadi (1985:12) the width of the interval can be 
determined by measuring the distance divided by the number of intervals. In this research, 
the range of measurements obtained from the highest score to the lowest score, then divided 
by the amount of the desired interval in this study is four. The data analysis technique used is 
a descriptive feature with percentage. The percentage of useful to know the score obtained, 
then the magnitude of the level of implementation can be searched by a percentage that is 
by comparing the frequency statement with the amount of respondents, then multiplying 
100%. As for the formula: 
 

P = F/N x 100% 

 
Where: P = percentage, F = frequency. 
 

RESULTS AND DISCUSSION 
 

Palembang is the capital city of the South Sumatra Province and geographically 
located between 2o 52’ to 3o 5’ South Latitude and 104o 37’ to 104o 52’ East longitude with 
an average height of 8 feet from the sea. The entire city of Palembang is based on PP 
No.23, 1988 of 400,61 km2 or 40.061 Ha which is divided into 16 administrative districts and 
107 villages. 

Topography The topography of Palembang is generally a lowland with an average 
elevation of approximately 4 – 12 feet above the sea, with the composition of 48% of the 
soils that are not flooded, 15% of the soils is seasonal, and 35% of the soils are continuous 
throughout the season. 

Palembang is distinguished into areas with topographical horizontally to the baseboard, 
with the tilt of range between 0 – 3o and undulating topography with the tilt range between 2 
– 10o. Most of Palembang is a lowland with elevation of land an average of approximately 12 
feet above the sea. 
 

Table 1 – Average Temperature and Humidity according to the Month In Palembang in 2017 
 

Month 
Temperature Humidity 

Max Min Average Max Min Average 
January 32,9 24,9 27,5 94,9 68,1 85,4 
February 32.3 24,6 27,2 94,9 70,9 85,8 

March 33,1 24,9 27,8 94,9 67,9 85,1 
April 33,5 25,2 28,1 94,6 68,7 85,1 
May 33,4 25,5 28,2 95,5 67,3 85,1 
June 33,0 24,9 27,8 93,6 64,6 82,6 
July 33,6 24,6 27,9 94,0 60,4 80,8 

August 33,9 24,8 28,3 90,8 56,2 76,7 
September 33,6 24,2 27,7 92,5 60,8 80,9 

October 33,0 24,3 27,6 93,3 63,1 82,2 
November 32,7 24,6 27,7 93,9 63,6 82,7 
December 32,4 24,3 27,5 94,9 66,1 83,5 

 

Source: Meteorology, climatology, and geophysical agency Kenten Palembang. 

 
Based on the data of the central statistics 2017, the population in Palembang are 

1.602.071 people made up of 802.990 male and 799.081 female. The sex ratio in Palembang 
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in 2016 of 100.489 percent, which means that there are the amount of male population more 
than the female population. For districts, the highest sex ratio is found in Plaju of 103.686 
percent, while the lowest sex ratio in East Ilir I of 94.673 percent. 

Organic rice consumption patterns is the habit of consuming organic rice that 
consumers conducted in his family. In this research, there are 3 distinct patterns of organic 
rice consumption, that is, regular basic, mix, and sometimes. Consuming routine in this 
research is a situation where consumers consume organic rice continuously without being 
mixed with non-organic rice. In this research it consumed mixture is divided into two, mixing 
with other rice and mixing with other food. Sometimes consume in this case, the 
circumstances where consumers don't consume organic rice continuously or have a tube of 
time before consuming again. The consumer behavior of organic rice based on the 
consumption patterns in the family can be presented in the table: 
 

Table 2 – Сonsumer behavior of organic rice by consumption patterns in the family 
 

No Consumption Patterns Respondents Percentage (%) 
1 Routine 23 76,67 
2 Mix 6 20,00 
3 Sometimes 1 3,33 

 
Total 30 100,00 

 
In general, the person who has an eating frequency in a day consists of three main 

meals that is breakfast, lunch, and dinner. In this research, the range of responder’s 
consumption viewed from the average intensity of the respondent’s consume rice from 
organic in one day. Consumer behavior of organic rice based on the consumption frequency 
can be seen in the table. 
 

Table 3 – Consumer behavior of organic rice by the consumption frequency in one day 
 

No Consumption frequency per day Respondents Percentage (%) 
1 One time 2 6,67 
2 Twice 12 40,00 
3 Three times 16 53,33 

 
Total 30 100,00 

 
Consumer behavior represents the individual make decisions to use their available 

resources (time, money, effort) in order to buy things related to consumption. The behavioral 
science is the science of how an individual is making decisions in the use of resources, it is 
time, energy, and money to consume something, including learning what, why, when, and 
where someone buying, and how often someone buys and uses a product. According to 
Engel (1994), the consumer behavior in making purchase decisions are going to five stages. 
It is introduction of needs, information retrieval, information evaluation, purchase, and post 
purchase. Consumer purchase decision making process is affected by three main factors, 
that is 1) individual differences consisting of consumer resources, motivation and 
involvement, knowledge, attitudes, personality, lifestyle, and demographics. 2) Environmental 
factors made up of culture, social class, personal influence, family, and situations. 3) The 
psychological process consists of information processing, learning, a change of 
attitude/behavior. Consumer behavior in consuming organic rice n Palembang in the 
research provides purchase patterns behavior, consumption format, and purchase 
frequency. 
 

CONCLUSION 
 

There are two consumer decision processes to purchase or consuming goods and 
services, it is: 1) Difference and influence of individual, 2) Environmental impact and 
psychological influence. In general, the household has a supply of rice because it was 
strongly influenced by cultural factors, where rice should be available at least the minimum 
needs to eat for one day. This culture arose because rice is considered a very important food 
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source. So, there are three conclusion 1) Two basic factors affecting consumer behavior are 
internal and external factors. Internal factor consists of gender, age, family members, 
education level, type of work, income level, and consumption, while external factors made up 
the social and cultural factors. 2) From the data obtained, age about 56-65 years old are the 
most likely to consume an organic rice in Palembang 3) On the basis on gender, female are 
higher up consuming organic rice than male. 
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ABSTRACT 
The climate change and adaptation strategies for Arabica coffee farmers in Central Aceh 
Regency; the research that discuss the impact of climate change on Arabica coffee farming 
and how is the adaptation strategies of Arabica coffee farmers in Central Aceh Regency. The 
method used in sampling techniques is simple random sampling with 40 people were 
sampled. The analytical tool is a questionnaire given to arabica coffee farmers involved in 
coffee farming. From the results obtained, there are three categories of adaptation strategies 
undertaken by farmers in overcoming or mitigating the risk of impacts from climate change. 
These strategies include making rorak (dead-end trenches), planting shade plants and 
conducting water conservation. The study showed that the farmers was made the rorak 
manually by digging a 3 x 1 meter width and with 20-50 cm height, then the rorak excavation 
soil was used as a mound of soil that serves to hold water. The percentage of shade plant 
grown by coffee farmers in Central Aceh Regency are: lamtoro (65%), avocado (65%), 
kopyor orange (65%), jackfruit (47.5%), gayo tangerine (52.2%), banana (55%), durian 
(52.5%), mahogany (60%) and sengon (62.5%). Water conservation carried out by coffee 
farmers in Central Aceh Regency is by making infiltration wells that functioned as 
groundwater reserves in long droughts. As much as 66.5% of Coffee farmers in Aceh 
Tengah Regency experience the symptoms of climate change. 
 
KEY WORDS 
Strategy, adaptation, climate change, coffee farmers. 
 

Indonesia is the third largest coffee producing country in the world today after Brazil 
and Vietnam. Gayo Arabica Coffee is one of Indonesia's leading export commodities which 
have been known in the domestic and international markets. Arabica coffee began to be 
cultivated in the Gayo highlands around 1924 brought by the Dutch, after the completion of 
the construction of the road from Bireun to Takengon in 1913. Arabica coffee was first grown 
in the Paya Tumpi Village area, and then spread to the Blang Gele Burni Bius area, Redines, 
Bergendal and Bandar Lampahan, but the cultivation is still limited to Dutch people and few 
among local people. Broad cultivation began only at the beginning of Indonesian 
independence in 1945 (Renes, 1989). 

One of the famous national coffee production centers in Indonesia is in Central Aceh 
Regency. It can seen in Table 1. 
 

Table 1 – Extent of Planting and Production of Arabica Coffee of smallholders plantation 
by Year in Central Aceh Regency, 2015 

 

Year Extent of Planting (Ha) Production (Ton) Produktivity 
2012 48.300 25.370 0,525 
2013 48.300 25.927 0,536 
2014 48.300 26.852 0,556 
2015 48.300 25.927 0,536 

 

Source : BPS of Aceh Tengah Regency (2016). 

 
Based on Table 1 above, it can be seen that the production reached 26,825 tons in 

2014, with 0.556 Ton / Ha productivity, which is increased if compared to 0.536 Ton / Ha 
productivity in 2013 and 0.525 Ton / Ha in 2012, while in 2015 the productivity began to 
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decline to 0.536 Ton / Ha. This shows that Aceh Tengah has unwittingly begun to enter an 
irregular climate. 

We realize that plantation crops sectors are very dependent on climate change. A 
supportive climate will help agricultural productivity increase so as to provide abundant 
benefits for farmers. But on the contrary, a unfavorable climate change can causes 
fluctuating profits and even tends to decline for farmers. Coffee farmers in Central Aceh are 
no exception. 

Climate change has potential for the community environment. Environmental changes 
that occur generally harm the lives of humans and other creatures, these environmental 
changes result in various disasters such as floods, droughts, landslides, and storms. A 
recent severe climate change occurred in American with storm, which took lives, property 
and socio-cultural arrangements (Patz, 2005). 

Climate change is no longer an issue, climate change is a fact that must be faced by 
people on this earth, climate change is not only a used for academics, government and 
business purposes, simply because this topic has become the main topic in public because 
of they felt its direct and tangible impact. Mass media; print, electronic and online, also 
enliven the topic of climate change, including reporting the challenges, opportunities and 
practices of the community in an effort to prevent and adapt to climate change. 

Humans are one of the causes of climate change with the increasing number of 
population; they exploit natural resources and process them for the needs and welfare of 
their lives. So that globalization movement emerged which caused the impact of global and 
local environmental changes (Achmadi, 2008). Erratic climate change causes various 
problems both in food crops and health that spread rapidly. Some micro-organisms in the 
resting stage can be found at low temperatures. After the temperature rises the 
microorganisms will develop from a variety of disease outbreaks that have been described by 
scientists as a result of global warming and carbon dioxide would rises by twice and four 
times from 1990 in the span of 100 years and it would increase sea level by 0.25 m (Latif, 
1996). 

The impact of limate change to the agricultural sector is damage (degradation) and a 
decrease in the quality of land and water resources, agricultural infrastructure, decreased 
production and productivity of food crops, which can lead to threats of vulnerability and food 
insecurity and even poverty. This makes the farmers confused about climate change, such 
as the high frequency of rain which does not even stop, for example the coffee plantations of 
farmers are damaged due to too often rain. Pest attacks also reduce crop production. 
Farmers are in dire need of information about climate, but weather forecast information is 
sometimes inaccurate so farmers do not get the accurate information. 

Adaptation is needed for climate change impacts on agriculture with the support of 
innovative and adaptive technologies. Even the agricultural sector policies in dealing with 
climate consider the position of adaptation efforts as strategic and top priority. Adaptation 
efforts are seen as a rescue step so that Arabica coffee farmers and coffee farming 
marketing targets can be achieved. To be easily implemented, the efforts to anticipate 
climate change impacts require clear socialization and guidelines, including adaptation 
strategies and action programs. 

The purpose of this research are:(1) to describe coffee farmers' perceptions and 
responses to climate change symptoms in Central Aceh and (2) to find out the adaptation 
strategies of Arabica coffee farmers in Central Aceh in reducing the risk of changes climate. 
 

METHODS OF RESEARCH 
 

Determination of the location of the research was carried out intentionally, took place in 
Central Aceh, with consideration that this area prone to an erratic climate against arabica 
coffee farmers. The object of the study was Arabica coffee farmers who were involved in 
Arabica coffee cultivation in Central Aceh Regency. 

The scope of the research is focuses on the impacts of climate change in Central Aceh 
on Arabica coffee plantations and the adaptation of Arabica coffee farmers and the 



RJOAS, 1(85), January 2019 

203 

formulation of strategies to overcome the impacts of climate change. The sampling method 
carried out in this study is simple Random Sampling Method in which the sampling method is 
taken from all members of the population randomly without regard to certain values or 
sequences in the population (Nasution, 2004). 

The population in this study is 249,282 Arabica Coffee Farmers (BPS of Aceh Tengah 
Regency, 2016) which is the Central Aceh Regency Community. With that large population, 
80 samples were taken. Based on Roscoe (1975) quoted by Uma Sekaran (2006) provides a 
general reference to determine the sample size; the sample size of more than 30 people and 
less than 500 people is appropriate for most studies. In this study, Arabica coffee farmers in 
the location that has been determined will be sampled and was willing to fill out a 
questionnaire prepared by the researcher. The data collected in this study consisted of 
primary and secondary data. Primary data is data obtained from direct observation through 
research objects. Secondary data is data obtained directly by conducting interviews and 
direct observation. 
 

RESULTS AND DISCUSSION 
 

In this study, an analysis was conducted to find out the perception of coffee farmers in 
Aceh Tengah towards climate change. The data analysis is done using the logit model. The 
data collected is then processed into Eviews 8 software. The logit model implemented has 
dependent variable (Y) with binary categories (1 and 0). Where, the number "1" is a farmer 
who perceives that the climate starts to change and the number "0" is a farmer who 
perceives that the climate remains (unchanged). 

The results of Tobit regression analysis can be seen in the following table: 
 

Table 2 – Results of Tobit regression analysis with 5% confidence level 
 

Variable Coefficient Probability z-Static 

Age -0.042481 0.4331 -0.783924 
Education -0.063824 0.7157 -0.364175 

Experience 0.003344 0.9467 0.066885 
Anxiety -0.374544 0.6577 -0.443140 

Role in Groups -0.069464 0.9352 -0.081319 
Constants 3.421290 0.2348 1.187979 

 
After regression, odd ratios need to be searched to acquire the logit model. Odd ratio = 

e^coefficient, where the value of e = 2.72. Therefore, the resolution can be seen in the 
following table. 
 

Table 3 – Odd Ratio value 
 

Variable Regression Coefficient Odd Ratio = e^ Regression Coefficient 

Age (X1) -0,042481 0,958382949 
Education (X2) -0,063824 0,938132268 

Experience (X3) 0,003344 1,003351717 
Anxiety (X4) -0,374544 0,687440041 

Role in Groups (X5) -0,069464 0,93285277 

 
Then the logit model in the research that can be found out is: 

 
Logit {E (Y1 (Xi]} = Logit (Pi) Ln 

p

1−p
 = 3,421 + 0,958X1 + 0,938X2 + 1,003X3 + 0,687X4 + 0,932X5 

 
In the Age variable, it can be concluded that the older the age of a coffee farmer, the 

stronger the perception of climate change. Royhan (2014) has the same conclusion that the 
older the age of the farmer, the higher the productivity in farming and mindset in farming. 

As well as Age, in Education variable, the higher the education of farmers, the more 
they perceive a climate change in Central Aceh. Kurniawati (2012) concluded that education 
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is a significant factor in perceiving climate change. Because education can help influence 
peasants to do something in adapting theirself in climate change. 

In the third variable, Experience, it has the same interpretation. The more experienced 
the coffee farmers, the more prominent the perception of climate change if compred to the 
farmers who have less experience. In Rudi's study (2013), experience is an indicator to 
determine the perception of climate change. He concluded that the more one's experience 
with farming, the more sensitive the farmer will be in his farming environment. Likewise 
stated by Nurcahya (2015) in an empirical study he concluded that experience significantly 
influence the perception of climate change 

In the Anxiety variable, the farmers who feel anxious are 0.68 times more they perceive 
the climate change would occurs if compared to the farmers who have less feeling of anxiety 
about coffee plantations. In Sumardi's research (2015), anxiety on climate change is a 
variable that can be used to measure perceptions. He reveals that the greater the level of 
anxiety of a person means that the more sensitive they perceives to climate change that 
occurs towards his farming. 

The fifth variable is the role in the farmer group. It can be seen in the table that can be 
interpreted that if the farmer does not belong to any farmer group, the perception of climate 
change is also less perceivedt. Elyzabeth (2013) stated that the level of human intensity in 
meeting will affect education, skills, environment and information. The results obtained in this 
study are supported by the theory; if coffee farmers in Central Aceh Regency often socialize 
in groups, then there is a possibility that information about climate will be obtained which can 
affect the perception of individual farmers. 

Adaptation Strategy: 
 There are various ways of daptation strategies for climate change to reduce risks that 

are likely to occur. This adaptation strategy is used by coffee farmers in Central Aceh 
in an effort to increase or maintain the productivity of coffee plants. 

 In Frank and Eakin's research (2011) there are several flexible adaptation strategies 
that can be applied to coffee cultivation. The strategy is done by replacing superior 
seeds, composting, increasing water usage, planting shade plants, varying planting 
schedules, and conducting soil conservation. 

 On the other hand, to maintain the welfare of coffee farmers towards climate change, 
it is necessary to diversify income. This means that coffee farmers can carry out other 
farming activities such as the livestock or non-agricultural sectors. This was stated by 
Anna (2016). 

 In this study, the climate change adaptation strategy undertaken by coffee farmers in 
Central Aceh is done by making Rorak (dead-end trenches), planting shade plants 
and conducting water conservation. Rorak (dead-end trench) is one of the soil 
conservation techniques as a water absorption hole during the dry season. Usually, 
rorak is made with a length of 3 meters and a width of 1 meter with a height of 40 cm 
to 50 cm. Shade plants are plants used as canopies in coffee plants, this shade plant 
is jackfruit and petai. Water conservation is an adaptation strategy which done by 
managing water for coffee crop irrigation and carried out by coffee farmers in Central 
Aceh. 

Types of Adaptation Strategies. There are three types (ways) of climate change 
adaptation strategies used by coffee farmers. Those are: (1) making rorak (dead-end 
trenches), (2) planting shade plants and (3) carring out water conservation. In Figure 1 
below, it can be seen that there are 48% of farmers who use adaptation strategies by making 
rorak. There are 38% planting shade plants and 13% of 40 farmers who carrying out water 
conservation. 

The findings obtained from this research are that (1) coffee farmers in Central Aceh 
assume that making rorak is far more economic and efficient to carry out climate change 
adaptation strategies, (2) planting shade plants is also done by farmers as a climate change 
adaptation strategy. In addition to supplementing side income, coffee farmers in Central 
Aceh are also bellieve that the good coffee productivity is influenced by shade plant, 
especially when there is only little intensity of rainfall. 



 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 1 – Percentage of Adaptation
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increasing their income, the shade plant is also very suitableto be planted in the coffee 
plantation area. Meanwhile jackfruit, gayo tangerine and durian are plants that are rarely 
planted as shade plants around the coffee plantation area. This is because the three plants 
only become intercrops in some plantation areas owned by coffee farmers in Central Aceh 
Regency. Another thing that causes a small number of percentages (of the three plants) is 
the topography or slope/tilt mismatches in the coffee plantation area, because farmers are 
worried about landslides or other things that cause the plant to become damaged. 
 

CONCLUSION AND RECOMMENDATIONS 
 

As many as 66.5% of Coffee farmers in Aceh Tengah experienced the symptoms of 
climate change. From the Age variable, the longer the life of a coffee farmer in Central Aceh, 
the more sensitive they perceive the symptoms of climate change. Education factor of coffee 
farmers also provide the same conclusion; the higher the education of coffee farmers, the 
more sensitive they will perceive the symptoms of climate change. In the Experience 
variable, the more experience the coffee farmers have, the more sensitive they feel the 
symptoms of climate change. Then at the level of anxiety, it can be concluded that farmers 
who have higer anxiety will be more sensitive to feel the symptoms of climate change 
compared to farmers who have less anxiety. In the last variable, farmers who are a member 
of a farmer group will be more sensitive to the symptoms of climate change. 

Climate change adaptation strategies done by farmers are by making rorak around 
coffee plants, planting shade plants and conserving water for coffee plants. The making of 
rorak is done manually by farmers by digging a 3 m x 1 m trench with a height of 20-50 cm, 
and then the rorak excavation is used as a mound of soil that serves to hold water. The 
percentage of shade plants grown by coffee farmers in Central Aceh Regency are: lamtoro 
(65%), avocado (65%), kopyor orange (65%), jackfruit (47.5%), gayo tangerine (52.2%), 
banana (55%), durian (52.5%), mahogany (60%) and sengon (62.5%). Water conservation 
carried out by coffee farmers in Central Aceh Regency is by making infiltration wells that 
function as groundwater reserves in long droughts. 
 

REFERENCES 
 
1. Armi, S. dkk. 2008. Dampak Perubahan Iklim Terhadap ketinggian Muka Laut di Wilayah 

Banjarmasin. Jurnal Ekonomi Lingkungan Vol.12/No.2/2008 
2. AEKI. 2013. Laporan Realisasi Kopi Arabika Provinsi Aceh. Aceh (ID) : AEKI 
3. Arif, 2011. Panduan Sekolah Lapang Budidaya Kopi Konservasi, Berbagai Pengalaman 

dari Kabupaten Dairi Sumatera Utara. Conservasion International. Jakarta. 
4. Chesereek J.J., 2012. Drought and heat tolerance in coffe: a review. Internasional 

Research Journal of Agricultural Science and Soil Science 2(12): 498-501 
5. Rahardjo, Pudji. 2012. Panduan Budidaya dan Pengolahan kopi Arabika dan Robusta. 

Penebar Swadaya. Jakarta. 
6. Kurniawati, F. 2012. Pengetahuan Dan Adaptasi Petani Sayuran Terhadap Perubahan 

Iklim. Universitas Padjajaran, Bandung. Tesis. 
7. Negara, K, R, S. 2015. Hubungan Tingkat Pengetahuan Petani Tentang Perubahan Iklim 

Dengan Adaptasi Budidaya Stroberi di Desa Pancasari Kecamatan Sukasada Kabupaten 
Buleleng. Denpasar. Tesis. 

8. IPCC. 2007. IPCC. 2007. Climate Change 2007: The Physical Science Basis. Summary 
for Policymakers. Intergovernmental Panel on Climate Change, Geneva. 

9. Boer, R., A. Buono, A. Sumaryanto, E. Surmaini, I. Las, dan Yelly. 2011. Dampak 
kenaikan muka air laut pada penggunaan lahan sawah di kawasan pantura. Laporan 
Akhir Konsorsium Penelitian dan Pengembangan Perubahan Iklim Sektor Pertanian. 

10. Boer, R. et al. 2007. Indonesian Country Report: Climate Variability and Climate Change 
and Their Implications. Government of Indonesia, Jakarta. 

11. Creswell, John W. and Vicki L. Plano Clark. 2008. Designing and Conducting Mixed 
Methods Research. Sage Publications. London. 



RJOAS, 1(85), January 2018 

207 

DOI 10.18551/rjoas.2019-01.25 
 

ANALYSIS OF SOCIAL FORESTRY PROGRAMS ON COMMUNITY INCOME AROUND 
THE CONCESSION AREA AT PT. MUSI HUTAN PERSADA 

 
Maryadi*, Asmani N., Minha A., Sari N.S. 

Jl. Raya Palembang-Prabumulih KM 32 North Indralaya Ogan Ilir, South Sumatra, Indonesia 
*E-mail: maryadi_sep@yahoo.com 

 
ABSTRACT 
Forestry as one of the determinants of the natural life buffer system that has provided great 
benefits for humanity must be maintained, its existence and its sustainability. Forest 
resources have an important role economically as a provider of raw materials for the forest 
products industry, a source of income for the community and the state and are able to create 
jobs, so that forestry is still considered a superior sector that can spur the country's economic 
growth. Therefore this research is focused on calculating the direct and indirect contributions 
of the MHR program to the income of residents around the PT MHP concession. This 
research was carried out in the village of Seubanjeriji, Muara Enim Regency, which included 
the work unit of the Subanjeriji region. Based on the results of the study, it is known that 1) 
There are a variety of sources of income for the respondents, namely farmers, farm workers, 
company workers, public / private employees, long-time / artisan / contractor owners and 
traders / sellers of various businesses and services and most are farmers / farm labor 2) The 
MHR program has contributed directly to the participants in the form of profit sharing as well 
as from their own sales with an average total of Rp 20,833,333, and indirect contributions in 
the form of opening new jobs and the establishment of stalls and services services with an 
average income of IDR 5,785,000 per year, and also from intercropping with an average 
income of IDR 1,800,700. From the results of this study, for further research it is 
recommended to conduct a more in-depth study of the usefulness of this MHR program for 
the community not only in terms of socio-economics but also social, cultural, social and 
ecological psychology. 
 
KEY WORDS 
Contributions, revenues, social forestry. 
 

One of the pioneers of HTI development in South Sumatra was PT Musi Hutan 
Persada (PT. MHP) located in Muara Enim. The company concentrates on developing and 
managing Industrial Plantation Forests. Based on the Decree of the Minister of Forestry 
Number: 038 / Kpts-II / 1996 dated January 29, 1996, PT Musi Hutan Persada was granted 
as a Concession Right for Industrial Timber Plantation License (Business Permit for 
Utilization of Timber Forest Products - Plantation Forests) to manage and utilize timber from 
Industrial Plantation Forests in South Sumatra, covering an area of 296,400 hectares. This 
business entity was formed in 1991 and is a joint venture between PT Enim Musi Lestari (PT 
EML), which is one of the business entities within the Barito Pacific Business Group, with PT 
Inhutani II, a State-Owned Enterprise engaged in the forestry sector. A distinctive feature of 
PT. MHP has been designed from the beginning to be associated with the pulp mill of PT. 
Tanjung Enim Lestari, which emphasized its character as a company that built HTI. But at 
this time the position of the Barito Pacific Business Group was replaced by the Marubeni 
Group Business Group. With the distribution of shares of PT Inhutani V (Persero) as a State-
Owned Enterprise) with 40% shares and Marubeni Corporation (Japan) with 60% shares 
(Srihadiono and Susatyi Utomo, 2005 in Apriengga, 2011). In order to improve the welfare of 
the community in and around the concession area of PT Musi Hutan Persada, community 
empowerment in and around the forest is carried out with the Social Forestry Program. The 
Social Forestry Program places communities in and around forests as the main actors of 
community forest management and the main partners of forest management with HTI 
developers and the government (Maryadi et al, 2011). 

mailto:maryadi_sep@yahoo.com
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The real form of activity of the Social Forestry Program implemented by PT MHP since 
2000 is the partnership pattern of Building Community-Based Forests (MHBM) as a form of 
partnership with communities in its concession area and Managing Community Forests 
(MHR) as HTI planting programs on community-owned land (Martin, 2008) This pattern was 
born to overcome the prolonged conflict that occurred between the company and the 
community around the forest before. In this conflict the community claimed that the 
company's concession area surrounding their village was land that they recognized as ex-
clan land. The peak of the riots occurred during the reforms from 1998 to 1999 where many 
company land was occupied and burned by the community which caused significant losses 
and made the company atmosphere very not conducive (Maryadi et al, 2011). This pattern is 
at least quite effective in reducing the contradictions that occur in society, besides financially 
this partnership benefits the company because of the expansion of land. Managing 
Community Forests (MHR) is a partnership pattern between companies and communities 
that own forest land. The pattern developed by the company is planting HTI on community-
owned land. This partnership pattern was developed with the hope of being able to overcome 
land ownership conflicts between communities and companies. The area developed is the 
area around the HTI area. Various agreements and revenue sharing are made in legal 
agreements between companies and farmer groups (Sjarkowi, 2007). 

MHR Partnership Pattern conducted by PT. MHP with the community in its 
implementation has entered its fourteenth year. A variety of success stories and a series of 
problems are a part of the community who are participants of the program. Every business 
development on a large scale should have a positive effect on the local community both 
directly and indirectly. Likewise what happened to PT Musi Hutan Persada through the 
partnership pattern of MHR which runs with the community. Of course all parties have high 
hopes that the implementation of the partnership by PT. MHP can help contribute to 
community development and increase their income. However, when the community 
considers this program has not provided optimal satisfaction for them, of course it becomes a 
question of what happened to the partnership that has been built. The research aims to 
calculate the direct and indirect contributions of the MHR program to the economy of the 
residents around the PT MHP concession. 
 

METHODS OF RESEARCH 
 

This research was carried out in two locations in the concession area of PT MHP 
Subanjeriji Village, Muara Enim Regency. The method used in this study is the survey 
method. The sample used in this study consisted of 3 layers, namely directly related (TL) 
who were MHR participants, not directly related (TTL) who were non MHR participants but 
had an indirect relationship with the MHR program and were not related at all (TTS) who are 
non-MHR participants and have no connection with the MHR program but get indirect 
benefits from the MHR program. 

Data obtained in the field are processed in tabulation form, analyzed systematically. To 
answer the first goal, which is to identify the source of income of the surrounding community 
which is directly, indirectly or not related to the MHR program, is to collect information 
through observation, in-depth interviews and evaluations which are tabulated and described 
descriptively. To answer the second objective, which is to calculate the direct and indirect 
contribution of the MHR program to the economy, it is by calculating the income of the 
community from the data identified previously. 
 

RESULTS AND DISCUSSION 
 

Direct Contribution of the MHR Program. Managing Community Forests (MHR) is a HTI 
management program jointly implemented between PT. MHP with the community. The 
company partners in the MHR scheme are people who are in or around the HPHTI area of 
PT. MHP, which has legitimate land tenure rights with minimal Land Certificate (SKT) from 
the village head. The land that can be partnered in the MHR scheme is the area inside and 
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around the HPHTI area of PT. MHP which is factually and legally controlled by the 
community (proven by SKT) and the land has never been cultivated by the company (Martin, 
2008). The yield that will be obtained is a joint result between the community and PT MHP by 
dividing the revenue based on a deed of agreement, which is 40% of the farmers and 60% of 
the company. For samples included in the Direct Related (TL) contributions that can be felt 
directly by participants through the MHR program, revenue in the form of profit sharing is 
received after the management process has been completed. PT MHP's acacia HTI harvest 
period, both controlled by the company and MHR land, is around six years since the planting 
period. Therefore the implementation of profit sharing with farmers was carried out 
approximately several months after the felling. The profit sharing given to MHR participants is 
40% according to the initial agreement. This amount is the accumulation of revenues after 
deducting costs during the planting period to logging (planting operational costs, production 
operational costs and administrative costs). 

Income of Respondents Associated Directly is the total family income of MHR 
participants. Calculation of income structure is used to determine the magnitude of the effect 
of an income from activities carried out by the community both from farming and not from 
farming. 

In this Direct Respondent respondents for non-acacia farming there are two types, 
namely eight respondents of rubber farming and one respondent of cassava farming. For 
rubber farming, it is found in Talang Ubi District, while for cassava farming is in BP Peliung 
District. For outside farming, only one person in BP Peliung District is a contractor. Average 
respondents income Directly can be seen in table 1. 
 

Table 1 – Average Income of Respondents Regarding Directly 
 

No Source Avarager Income (Rp/th) Percentage (%) 
1 Non-Acacia Farming Akasia 25.573.379 46,36 
2 Acacia Farming (MHR) 20.833.333 37,77 
3 Non-farming 8.750.000 15,86 

Total 55.156.712 100,00 

 
Based on the data in Table 1 above, the average Acacia (MHR) income is IDR 

20,833,333. contributed revenue of 37.77% of the total income of the participants' families. 
This shows that income from acacia farming managed in the MHR program has an influence 
or contribution to the total family income of participants. This direct contribution from the 
MHR program provides additional income for separate MHR participants. 

Non-acacia farming income contributes the largest revenue, which is 46.36% with an 
average income of IDR 25,573,379. The farms conducted by the respondents were rubber 
and sweet potatoes. The reason many respondents are planting rubber because it has 
become a tradition that has been inherited down and down, besides that according to them 
rubber certainly produces every week or month, so it provides income that can always be 
used for daily needs, even though unwittingly fluctuations in rubber prices the non-permanent 
and ever-changing ones should make them not depend on rubber, because when the price 
of rubber drops dramatically their income will also decrease drastically. For the reason the 
respondents who did the cassava farming were because of the market that contained the 
sweet potato. In addition, the capital needed is not too large but can get a fairly large 
turnover. For outside farming, the average income is IDR 8,750,000 and contributes 5.92%, 
this is because only a few of the Direct Related respondents source their income outside of 
farming. 

Indirect Contribution of the MHR Program. In addition to directly contributing in the form 
of revenue sharing, the MHR program provides indirect contributions, namely the opening of 
new jobs, the opening of road access, logging access to MHP which makes housing around 
the road, besides the opportunity to open up business because of the wide access to the 
concession area, the existence of stalls, workshops, and rented houses and various 
businesses and services that indirectly become a source of additional income for the 
community. For the Subanjeriji area because of a conflict, one of MHP's efforts to reduce 
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tension with the community, because the community living conditions are directly adjacent to 
the MHP concession area, MHP continues to allow local residents to plant the PT MHP land, 
because the land is they have not planted acacia, which they call tumpang sari. But provided 
that the plants that are allowed are not perennials, only crops that are once harvested, such 
as chili, sweet potatoes, soybeans and others. Many people also take part in this land. In 
addition, the community also benefits from forest products for firewood from natural wood 
that is not acacia and acacia wood that dies or burns for carpentry and long wood. There are 
also people who take grass from this MHP field for their animal feed. From this narrative 
which is the result of observations from the field, it means that this result is in accordance 
with the first hypothesis which states that the existence of the MHR program contributed 
positively to the economic sector of the village surrounding the PT MHP concession area 

Income of Respondents Not Directly Related (TTL) is the average total family income 
of respondents who are not MHR participants but indirectly have links with the MHR 
program. The respondents classified as TTL are either related to their sources of income 
which are indirect benefits from the MHR program or there are indirect events that are not 
related. 
 

Table 2 – Average Income of Respondents Not Directly Related 
 

No Source Avarager Income (Rp/th) Percentage (%) 
1 Rubber Farmer 7.430.847 23,91 
2 MHP Workers / Employees 7.860.000 25,29 
3 Private Civil Servants / Employees 4.620.000 14,86 
4 Panglong / driver / artisan 11.172.000 35,94 

Total 31.082.847 100,00 

 
Based on Table 2, it can be seen that the average income of rubber farmers is IDR 

7,430,847 with contributions of 23.91%. And the smallest average PNS / Employee income is 
IDR 4,620,000 with a contribution of 14.86%. The biggest average income is the long / driver 
/ artisan, which is Rp. 11,720,000 per year with a contribution to the overall total of 35.94%. 
Indirectly the MHR contributed to the participants, even though the mushrooming of the trees 
also had a negative effect that triggered the occurrence of timber encroachment at BP 
Peliung. Other indirect contributions to income, from those who work as MHP workers / 
employees, are Rp. 7.860,000 per year with a contribution of 25.29%. The existence of the 
MHR program indirectly provides an opportunity for the opening of new employment fields 
that are automatically useful as an additional income for the community. Meanwhile, the 
income of Respondents Not Associated at All (TTS) is the average total family income of 
respondents who are not participants of the MHR and have no connection at all with the 
MHR program, but they get indirect benefits or benefits from MHR programs that have a role 
as additional income for the community. Because, as stated earlier, the presence of the MHR 
program has made access to roads that can increase the economy of the community with 
many stalls, workshops and other services. In addition, the adjacent residential areas with 
MHP concession areas provide distinct benefits such as intercropping and utilization of 
firewood. 
 

Table 3 – Average Income of Respondents Not Associated at All 
 

No Source Avarager Income (Rp/th) Percentage (%) 
1 Rubber Farmers / Farmers 12.865.301 57,16 
2 Private Employees 2.058.000 9,14 
3 Various Businesses 5.785.000 25,70 
4 Tumpang Sari 1.800.700 8,00 

Total 
 

22.509.001 100,00 

 
Based on Table 3, we can see the average income of Rubber Farmers / Farmers is Rp. 

12,865,301 per year with a contribution to income of 57.16%. The average income of private 
employees is Rp. 2,058,000 per year with an income contribution of 9.14%. Income derived 
from indirect benefits / benefits or positive externalities of the MHR program in the form of 
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various businesses and services is equal to Rp. 5,785,000 per year. Providing revenue 
contribution of 25.70%. Even though it only provides the second largest contribution, at least 
this serves as an addition to their income. Whereas in the form of Intercropping is Rp. 
1,800,700 per year with a contribution to income of 8.00%. When seen the contribution given 
is relatively small because it is only 8.00%. This is because the respondents who did the 
Tumpang Sari who lived in MHP land only planted an area of 0.25 ha. And the type of plant 
planted is Chili. Only one respondent planted an area of 1 ha of chili plants and one 
respondent who planted an area of 1.5 ha with cassava plants. But even though it only 
provides the smallest contribution, this also serves as an additional income for them. This 
means that this result is in accordance with the second hypothesis which states that the 
MHR program has a role in increasing additional income for the community. 
 

CONCLUSION 
 

The MHR program has contributed directly to the participants in the form of profit 
sharing as well as from their own sales with an average total of Rp 20,833,333, and indirect 
contributions in the form of opening new jobs and establishing stalls and service services on 
average income of IDR 5,785,000 per year, and also from intercropping with an average 
income of IDR 1,800,700. 
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ABSTRACT 
This study aims to find out, analyze and explain the factors that influence service quality in 
achieving good service quality at the North Surabaya Regional Revenue Management Unit. 
The type of research used is qualitative descriptive research. From the results of the study 
obtained an overall picture that the quality of service in the North Surabaya Regional 
Revenue Management UPT is good because of the interaction of Human Resources (HR) 
who are able to run a good service system and the right strategy in responding to people's 
desires and needs through service procedures standardized, innovative services and 
supporting facilities for infrastructure facilities. In addition, there is also a factor of leadership 
involvement in providing support for improving service quality and the existence of an 
organizational culture that can improve employee performance in providing the best service 
to the community. 
 
KEY WORDS 
Service quality, service system, service strategy, customers. 
 

This research will describe the quality of public services by taking case studies at the 
Samsat Joint Office - North Surabaya Regional Revenue Management Unit. The existence of 
the Joint Office of Samsat was formed with the aim of serving the community in terms of 
motor vehicle tax payments (PKB), Motor Vehicle Transfer Fee (BBNKB) and Road Traffic 
Obligatory Donations (SWDKLLJ). As the main source of revenue for Regional Original 
Income (PAD), Motor Vehicle Tax (PKB) contributed significantly in increasing the APBD of 
East Java Province in order to improve the welfare of the people of East Java. Given the 
importance of the Motor Vehicle Tax (PKB) sector, government officials need to improve 
services to the maximum extent possible to obtain community satisfaction. 

Statistical data on the Community Satisfaction Index (IKM) is data and information 
about the level of community satisfaction obtained from the results of quantitative and 
qualitative measurements of community opinion in obtaining services from public service 
providers by comparing expectations and needs (KepMenPan Number 25 of 2004). IKM 
Results in the North Surabaya Regional Revenue Management Unit in 2017 are in a good 
category and have increased every quarter. 

Albrecht and Zemke in Dwiyanto (2006, p. 140-141) state that service quality is the 
result of interaction from various aspects, namely service strategies, service providers, 
service systems and customers (customers). Regarding motor vehicle tax services, services 
must collaborate and work together to be able to innovate which is one of the service 
strategies in attracting taxpayers. The use of technological innovations in the implementation 
of public services including samsat continues to be developed in order to create community 
satisfaction. In addition, if the consolidation of information technology goes well, it is 
expected that the level of public awareness or taxpayers in paying taxes also increases. 

Along with the development of the era of globalization, people continue to demand the 
government to provide effective and efficient public services. People as increasingly selective 
service users to get quality services, they not only pay but demand good and quality service 
from the beginning to the end of the service. To be able to assess the quality of public 
services, an understanding is needed that can help understand how these public service 
institutions should work and produce quality output. The quality output here includes good 
output and in accordance with the level of community satisfaction. 
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The purpose of this study is to find out, analyze and explain and explain the factors that 
influence service quality in achieving good service quality at the North Surabaya Regional 
Revenue Management Unit. 
 

LITERATURE REVIEW 
 

Concept of Public Services. Service is the provision of services (serving) the needs of 
people or communities that have an interest in the organization in accordance with the basic 
rules and procedures that have been set. Public services arise because of the existence of 
obligations as a process of organizing organizational activities. 

Sinambela (2008:5) provides an understanding of public services: "Every activity 
carried out by the government on a number of people who have every activity that is 
profitable in a collection or unit, and offers satisfaction even though the results are not 
physically bound to a product". 

According to the Decree of the Minister of Administrative Reform Number 63 of 2003, 
concerning General Guidelines for the Implementation of Public Services, public services are 
defined as: "All service activities carried out by public service providers as an effort to fulfill 
the need for receiving services and implementing statutory provisions". 

The Concept of Service Quality. Some experts provide different definitions of quality. 
Kotler (2007: 64) explains the quality is: "Quality is the totality of features and characteristics 
of product service that is on the ability to satisfy stated or implied needs". Quality is the 
overall picture and characteristics of goods and services that show their ability to meet 
satisfaction and needs. 

Quality is a word that for service providers is something that must be done well. Quality 
is seen as more comprehensive or holistic, where not only the results aspect is emphasized 
but also includes processes, environment and human resources (Hertanto, 2017). 

Tjiptono and Chandra (2011: 180) say that service quality is a measure of how well the 
level of service provided is able to meet customer expectations. Whereas according to 
Ibrahim (2008: 22), the quality of public services is a dynamic condition that relates to 
products, services, people, processes, and the environment where the quality assessment is 
determined at the time of the provision of public services. 

Based on the understanding of the quality of public services above, it shows that the 
focus of service quality is customers (the community receiving service). Because quality 
refers to everything that determines people's satisfaction, the service can be said to be of 
quality if it is in accordance with the perceptions, desires, and demands that can be utilized 
properly by the community. 

Factors Affecting the Quality of Service. According to Albrecht and Zemke (1990) in 
Dwiyanto (2006: 140-141) states that: "The quality of public services is the result of 
interaction from various aspects, namely service systems, service providers, human 
resources. strategy and customers (customers) ". These three elements must be managed to 
achieve customer satisfaction. This interaction between strategy, system, and people (HR) 
determines management success and organizational service performance (Masdar, 2009: 
47-48). According to Gaspersz (in Pasolong, 2013: 130) that the most important element of 
an organization is the customer (customer), for that it is necessary to identify exactly what the 
customer needs. This is in line with Tjosvold (in Pasolong, 2013: 130) saying that for 
organizations, "serving consumers is a moment of truth," the opportunity for organizations 
determines their credibility and capabilities. 

Moenir (2002: 88) explains that there are several factors that support the running of a 
good service, namely the factor of staff awareness in the service, the ruling factor that 
becomes the basis of work, organizational factors, income factors, ability, and work skills 
factors and infrastructure. Walkins (in Tjiptono, 2002: 75-76) suggests 6 (six) factors in 
improving the quality of service on an ongoing basis. The six factors include leadership, 
education, planning, review, communication and appreciation, and recognition. 
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METHODS OF RESEARCH 
 

The research approach in this study is qualitative research with a type of descriptive 
research that is used to describe various symptoms and facts contained in social life in 
depth. In order to obtain an in-depth picture of a research phenomenon or problem, the 
researcher goes directly to the object of research by listening directly from the speaker, 
speaking in the truth about the conditions of service in accordance with the perspectives of 
each speaker as well as their position and role in their respective social systems. In terms of 
service providers, the number of informants is employees of the North Surabaya Regional 
Revenue Management who have a direct assignment to services and in terms of users who 
are served are community/taxpayers. Other sources are also used as archives as a source of 
data in the form of documents, photographs, statistical data and other important texts that 
are directly or indirectly related to research problems. 
 

RESULTS AND DISCUSSION 
 

Public services synonymous with service to the community is an activity aimed at 
meeting the needs of many people. The public service referred to in this study is how 
employees carry out their obligations in serving the public who will renew the STNK (pay for 
Motor Vehicle Taxes). Public services can work well if they know the factors that can affect 
service quality. Based on the results of interviews conducted by the author, the quality of 
service in the North Surabaya Regional Revenue Management UPT is good because of 
several influencing factors. Service quality based on the triangular service model consists of: 

Service Strategy. To realize the commitment of service providers, it is necessary to 
have a good service strategy, so that efforts to repair and implement services can be carried 
out appropriately, quickly and according to community needs. Facilities in service should 
create innovative breakthroughs, for example, as said by Mr. Agus Huzaini as Samsat 
System Operator stating that: 

"In improving services, many service innovations are needed, since East Java 
Governor Soekarwo still serves as Head of East Java Revenue Service, namely a pickup 
system. ball, for example, the community/taxpayer has a motorized vehicle and is confused 
or does not have the time to pay taxes, then as a public servant is in charge of helping to pay 
taxes with agreed time and then deliver back to the taxpayer so that taxpayers can enjoy that 
super special service, saving time, fast and satisfaction of preferred taxpayers" (Interview 
with Mr. Agus Huzaini, System Operator, September 6, 2018). 

The attention of institutions to service quality includes various aspects, namely seen 
how to create awareness in Human Resources Apparatus (public servants) on the 
importance of improving service quality. There needs to be an application in the process of 
organizing the organization and the importance of service standards as guidelines for service 
performance. 

Human Resources. Optimizing the quality of public services requires Human 
Resources as executors in terms of determining the quality of public services. As the 
executor of activities and processes for administering the government, the ability of these 
government apparatus also plays an important role in determining the level of quality of 
public services. There is a need for training for officials who are expected to improve the 
quality of the technical capabilities of the service personnel, so as to provide satisfaction for 
the community who use the service. 

The Government Education and Training Program, better known as Diklat, was able to 
develop the habit of acting and behaving in carrying out tasks. Diklat will provide information 
on public services related to procedures and codes of service. As stated by Mr. Agus Huzaini 
as the system operator that: "I have participated in service ethics training because we are 
directly related to service so this training is important to me." (Interview with Mr. Agus 
Huzaini, System Operator, September 6, 2018). 

Other informants said that the quality of service can be reflected in the performance of 
employees and the attitudes of officers as seen from the officers' ability to provide services in 
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accordance with justice, friendliness and caring of officers. "Starting from the cohesiveness 
between employees and between agencies in this matter the Police and Jasa Raharja so as 
not to cause boredom with just that service, a form of joint gymnastics (flashmob) is carried 
out with the aim that employees feel refreshed in serving mandatory questions tax and 
provide the best service by giving a smile, greetings, and greetings. (Interview with Mr. 
Andreas Adi Widodo, SE, Tax Services Data Manager, 6 September 2018). 

In addition, there is a need for a clear division of tasks with the role of the functions of 
each main task and function so as not to occur overlapping in jobs, especially public 
services. As stated by Mr. Agus Huzaini as the system operator that: "When there is a 
service disruption such as interference with the network, computer or server, my job as a 
system operator will coordinate with the central server section in the agency's office." 
(Interview with Mr. Agus Huzaini, System Operator, September 6, 2018). 

In terms of service recipients, they were satisfied with the service at Samsat, as stated 
by Mr. Budi: "I have just validated a 5-year vehicle registration, the service is good even 
though it requires time due to a tax bleaching program but I am happy with the performance 
of employees who quickly and kindly serve all taxpayers. "(Interview with Mr. Budi, Taxpayer, 
28 September 2018). 

Service System. Providing the best service to the community requires an organized 
system. In addition to impacting on the speed of service, a good public service system can 
suppress extortion and corruption. Clear service requirements, time limits, procedures, and 
transparent service rates can encourage the level of public trust in services. Requirements 
for annual STNK renewal by carrying an identity (KTP / SIM / KK) and original vehicle 
registration with a service duration of 15 minutes. The informant said he was satisfied with 
the service in Samsat. "Efficient, Very Effective and Fast, no need to queue and be very 
satisfied with the service. Every time the extension will make its own payment to Samsat. 
"(Interview with Mr. Kwek Gien Sioe, Taxpayer, 10 October 2018). 

From the opinion of the Head of the UPT and the Tax Services Data Manager, it was 
seen that to improve the quality of services more focused on the service system. What is 
focused on is arranging service mechanisms and service procedures, costs and time of 
service so that the community can be easier, faster and more transparent in receiving 
services. To implement it in writing by installing service procedures, mottos, slogans 
expected by employees to read and remember in the implementation of service 
performance. Whereas verbally direct or through formal meetings are conducted. 

Other Factors Supporting Service. Quality relates to the attitudes and behavior of 
individuals in providing services to the public. Development of a new culture for employees in 
accordance with the organization's vision and mission as a service provider agent. Culture 
and service ethics continue to be developed by employees by placing themselves as 
servants of the community in accordance with the existing motto of Taxpayer Satisfaction 
and Excellent Service is Our Main Goal. Work culture is the basis for changing the way old 
work becomes a new way of working that is oriented to community satisfaction. 

Leadership is also influential in determining the quality of public services. This can be 
seen from the role of the leader who participates directly in the field to control the quality of 
service. So that deficiencies can be directly followed up and motivated employees to provide 
the best service in every form of service. 
 

CONCLUSION 
 

Based on the results of interviews and discussions as stated earlier, it can be 
concluded that the service quality in the North Surabaya Regional Revenue Management 
Office UPT is good because: 

Service strategy through service providers' commitment to improving service quality 
seen from the ongoing innovation and make it easier for people to pay motor vehicle taxes. 
The strategy of creating quality service through adequate supporting facilities and 
infrastructure is in the form of procedure instructions and service delivery lines and 
information service boards so that people get fast and appropriate services. 
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Apparatus HR determines service quality seen from the ability of officers to provide 
services. Diklat is needed to develop the ability to act and behave. HR must also be able to 
understand the main tasks and functions so that they are focused on carrying out their work. 
In addition, the ability of human resources in coordination is needed to establish good 
relations between employees and other agencies in this case the Police and Services 
Raharja in providing services to the community. 

The service system determines the quality of services seen from the clarity of service 
procedures related to cost, time and transparency of services both in written and oral forms. 

Work Culture is reflected in attitudes and behaviors that become employee habits. In 
order for the service quality to be good, there are 10 names of shame culture so that 
employees do not do so. Through good leadership in directing employees and controlling 
employee performance will impact service quality to be good. 
 

SUGGESTIONS 
 

To maintain the quality of service that is already good, to continue to make 
breakthroughs through public service innovations in accordance with the needs of the 
community. Continue to improve service performance, especially for employees who come in 
direct contact with the service process in order to master the procedures and working 
mechanisms that have been set. Carry out socialization and knowledge transfers between 
employees so that the development of knowledge related to services can be spread evenly. 
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ABSTRACT 
Purpose of this study is to realize the principles of good governance, improving the quality of 
staffing services to the community, increasing the satisfaction of staffing services for the 
community and increasing transparency and accountability of staffing services. In general, 
with the innovation of public services called E-master this is very good and helps staffing 
services at the Regional Civil Service Agency of East Java Province, but the obstacle faced 
is the problem of Human Resources Apparatus that is less competent so that the staffing 
services are somewhat less than optimal. The type of research used is descriptive 
qualitative. Data collection techniques were obtained by interviewing techniques directly to 
several informants, conducting observations where the researcher recorded the information 
witnessed during the research as a supplement to the research material and with the 
documentation method looking for personnel data and the organizational structure of the 
Regional Personnel Board of East Java Province. From the results of this study, it can be 
concluded that the Human Resources Apparatus is very influential on the performance of 
staffing services and service quality at the Regional Civil Service Agency of East Java 
Province. 
 
KEY WORDS 
E-government, public service, service, quality, performance, human resources apparatus. 
 

Bureaucracy in Indonesia has a function not only in the management of the 
government but also in the service of the community. Therefore, the most expected by the 
Government is that the State Civil Service works competitively and the most important is the 
loyalty of the Apparatus in serving the community optimally in accordance with the Main Duty 
and Function in order to provide the best service to the community. 

Several studies in various developing countries show that Governments in developing 
countries including Indonesia do not carry out government online at all because the 
government in the country is still traditional and there are no experts who are competent to 
implement electronic Government (e-government). The most important element in 
implementing e-government is human resources and adequate facilities, requiring competent 
and qualified experts. 

Public services are carried out by the government to people who request services. The 
government is obliged to serve the community with services that provide convenience 
without complicating the procedure. 

E-master is an application for personnel services in the management of integrated and 
integrated State Civil Apparatus in the East Java Provincial Government. The application of 
e-master is a service system created for personnel affairs in the East Java Provincial 
Government. Until before the e-master existed, the implementation of the SOP (Service 
Operational Standards) and the SPP (Standard Procedure Service) of staffing had not been 
implemented consistently and committed, so service time was generally inefficient which 
could harm service users. In addition, the utilization of information and communication 
technology is still not optimized, so that complaints about employment services are not well 
accommodated and not yet one door. 

Constraints that occur in the field are at each individual State Civil Apparatus, the 
ineffectiveness of services to achieve the target of collecting data every year is caused 
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because the file in question is missing, for example, such as Birth Certificate, Education 
Diploma, Employee Card, and so forth. In addition, the service barriers at the East Java 
Provincial Personnel Agency are also caused by stalled services, for example, the creation of 
an Electronic Employee Card, which was then issued by the State Civil Service Agency. So 
that the East Java Provincial Personnel Agency decreases staffing service standards by 
replacing the requirements of Electronic Employee Cards using a valid and updated 
statement letter with a Decree. The East Java Provincial Personnel Agency only has one 
employee as the server of the E-Master, so that various obstacles that arise regarding 
staffing data that has been uploaded by employees cannot be maximized to be completed 
simultaneously, this is the service obstacle that occurs in the Civil Service Agency Region of 
East Java Province. Human Resource Development efforts to play an important role, namely 
server E-Master has been conducted by team, the assessment but so far no one who meets 
the criteria. In addition, the Regional Civil Service Agency of East Java Province, especially 
the admin, also provided socialization to system administrators and field operators. But an 
innovation in the form of a system for the service of the State Civil Apparatus is not as easy 
as providing socialization, the obstacle faced by the Regional Civil Service Agency of East 
Java Province is after the socialization takes place, then the hopes are hastened to fulfill the 
personal data, especially the State Civil Apparatus, but the realization is not expected even 
slow, some are filling with perfunctory and incomplete. The author also observed that in 
several instances there were State Civil Apparatus who did not yet understand and know 
about the e-master program, because the Regional Devices Organization operators 
sometimes did not want to give socialization to the State Civil Apparatus in the agency, 
especially in the State Civil Apparatus which was classified as old and less productive, so 
that inevitably the operator of the Regional Devices Organization that complements the data 
with data that has been provided by the previous State Civil Apparatus. Not all State Civil 
Apparatus understand about Information Technology (IT) and also Civil Apparatus in the 
pension state tend to have low participation rates. 

The purpose of this study was to find out how the application of the E-Master in an 
effort to support the performance of public service delivery, to find out any obstacles in the 
implementation of the E-Master in an effort to support the performance of public service 
delivery and to determine the impact of implementing E-Masters in supporting 
implementation performance public services at the Regional Civil Service Agency of East 
Java Province. 
 

LITERATURE REVIEW 
 

Bernardin and Russel (1993: 378) provide an understanding of performance as follows: 
"performance is defined as the record of outcomes produced on a specified job function or 
activity during the time period.". Achievement or performance is a record of the results 
obtained from certain job functions or activities during a certain period of time. 

According to Davidow and Uttal in Surjadi (2012: 57), that service is any business that 
enhances customer satisfaction. According to Sinambela (2014: 5), public service is the 
fulfillment of the wishes and needs of the community by state administrators. 

Zeithaml in Hardiyansyah (2011: 41) explains that the measure of service quality has 
five SERVQUAL dimensions (service quality) and each indicator as follows: 

Tangible Dimension, consisting of indicators: 
 The appearance of officers/apparatus in serving customers; 
 Comfort of service; 
 Disciplinary officer/personnel in the services; 
 Ease of processes and access to services; 
 Of use tools in the service. 

Reliability Dimension, made up of indicators: 
 Accuracy officers in serving customers; 
 Have service standards that clearly; 
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 Ability officers/personnel in using the tools in the service process; 
 Expertise officer in using the tools in the service process. 

Responsiveness Dimension, made up of indicators: 
 Responding to each customer/applicant who wants to get service; 
 Officer/personnel perform fast and accurate service; 
 Officer/officers in the service of carefully; 
 All complaint the customer needs to be responded by the officer. 

Assurance Dimension (Guarantee), consisting of indicators: 
 Officers guarantee timely service; 
 Officers guarantee legality in the service; 
 Provider guarantees certainty of costs in service. 

Empathy Dimension, consisting of indicators: 
 Lower the interests of the applicant/customer; 
 Officers serve with a friendly attitude; 
 Officers serve with a courtesy attitude; 
 Officers serve and respect each customer. 

 
METHODS OF RESEARCH 

 
Type of research used in this study is to use a descriptive research method with a 

qualitative approach. The research subjects in this study were the Head of Planning, 
Procurement, Data Processing and Information Systems, and the operator of the Electronic 
Integrated Civil Servants Program (E-master) and E-Master Program developer. This study 
took place in the Regional Personnel Agency of East Java Province. Data collection 
techniques were obtained by interviewing techniques directly to several informants, 
conducting observations where the researcher recorded the information witnessed during the 
research as a supplement to the research material and with the documentation method 
looking for personnel data and the organizational structure of the Regional Personnel Board 
of East Java Province. The source of this research data is person, place, and paper. The 
data analysis technique used in this study is interactive analysis (Interactive Model of 
Analysis). In this analysis, the researcher moves in three components of analysis, namely, 
data reduction, presentation of data, concluding drawings during the research. 
 

RESULTS AND DISCUSSION 
 

Quality of service in the East Java Provincial Civil Service Agency uses service quality 
indicators delivered by Zeithaml, Berry, and Parasuraman (1990). The quality of service in 
the Regional Civil Service Agency of East Java Province can be seen in this table: 
 

Table 1 – Quality of Service in the East Java Provincial Civil Service Agency E-Master-based 
Personnel Service 

 

No. Indicator Explanation 
1. Tangibles Physical facilities at the Regional Civil Service Agency of East Java Province is 

inadequate. Personnel Services E-Master-based are services carried out online. 
Whereas server needs and lack of network capacity. However, computer facilities and 
laptops as mediators based staffing services E-Master-are sufficient and adequate. 

2. Reliability In this case the ability of the Regional Civil Service Agency of East Java Province as a 
service provider has been good but has not been fully realized in accordance with 
existing procedures. The determination of time in each staffing service is appropriate 
and timely in accordance with the Standard Operating Procedure for Civil Service 
Services at the Regional Personnel Agency of East Java Province. 

3. Responsiveness Desire of the staff to assist the state civil apparatus is felt to be very good. Evidenced by 
the number of state civil apparatus who are satisfied with the response given by staffing 
service providers and at least complaints about services sent to the online greeting web 
(the web owned by the East Java Provincial Civil Service Agency which contains input, 
complaints and sharing about staffing). 
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Table 1 Continue 
4. Assurance The ability of service providers to give assurances of confidence in the civilian apparatus 

of the state employment service that's good enough. Service providers provide 
guarantees in accordance with existing procedures. 

5. Empathy The ability of service providers to provide services and attention to users of personnel 
services individually is quite good. Frequently conduct two-way communication, namely 
towards staffing services in each agency in the East Java Provincial Government 
environment related to the completeness of staffing staff data, the State Civil Apparatus 
as a user of personnel services which is a barrier to achieving service targets because 
the Apparatus Human Resources are not all adequate. 

 

Source: The results processed from interview data. 

 
Of the above research suggest that the State Civil Apparatus as service users wants 

every staffing service to be completed in accordance with the standards of staffing service 
time. But the reality that happens is not the service at the Civil Service Agency that is the 
source of the existing problems, but the user of personnel services, namely the State Civil 
Apparatus in every Institution in the Government of East Java Province. But the East Java 
Provincial Personnel Agency has so far never experienced delays in personnel affairs 
because of the two-way communication carried out to personnel managers in each agency in 
order to prepare the file as soon as possible before the maturity of the personnel file 
management. Physical facilities which are also factors that influence the quality of service 
are gradually addressed, namely by proposing Budget planning in the following year. 

Since the establishment of Service Procedure Operational Standards in the Regional 
Civil Service Agency of East Java Province, the level of implementation of staffing services 
has increased significantly, physical and Human Resources services are quite representative 
so that service targets can increase each year. 

The East Java Provincial Civil Service Agency has a website facility 
www.bkd.jatimprov.go.id in which there is a complaint service called Sapaan Online. This 
facility as well as sharing staffing problems can also be used as a complaint. 
 

CONCLUSION AND SUGGESTIONS 
 

From the results of the research and discussion above, researchers can give 
conclusions in accordance with the formulation of the problem is basically the first element 
that affects the quality of service is the Human Resources Apparatus, because not all 
apparatuses are able to use information technology so that delays and incompleteness of 
files and the data that will be used as management of personnel affairs becomes 
constrained, so that not only the staffing matters are a problem, but the service to the 
Regional Civil Service Agency of East Java Province is also hampered and in the end some 
staffing arrangements are completed more than the time stipulations stated in the 
Operational Standards Existing service procedures. The lack of socialization about E-Master 
as the supporting mediator of staffing services and the importance of updating the data on 
the E-Master to support staffing data so that it simplifies personnel affairs. 

Physical facilities in the form of servers are important in the management of E-Master 
based (staffing services online), the limited server owned by the Regional Civil Service 
Agency of East Java Province is an obstacle in managing personnel services because with 
the many State Civil Apparatus in the East Java Provincial Government the greater the 
capacity of E-Master service users to access it. In this case server facilities must be 
balanced with the number of State Civil Apparatus in the East Java Provincial Government. 

From the conclusions, the researcher draws advice, namely with the presence of 
Apparatus Human Resources who are less active in staffing based on E-Master (online), the 
East Java Provincial Civil Service Agency needs to socialize to the East Java Provincial 
Government Agencies about the important role of updates, file individual staffing and 
strategic forms of E-Master based (staffing services online). Personnel managers can also 
take part in dealing with apparatus that are less capable of Information Technology facilities 
such as guiding and teaching them. With the existence of new public service innovations in 
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the form of E-Masters in the Regional Civil Service Agency of East Java Province, it can 
propose budget planning in the following year for the addition of servers or other staffing 
support facilities. Thus the performance of E-Master-based staffing services at the East Java 
Provincial Civil Service Agency is good, but it must be improved better so that all matters of 
staffing services can run smoothly, efficiently and on time. 
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ABSTRACT 
One type of aeration device is a paddle wheel which is the most common aerator used for 
aquaculture ponds (Wyban et al. 1989; Moore & Whitis 1999; Laksitanonta et al., 2003). 
The aeration rate is influenced by the surface area of water and air contact, the difference of 
oxygen concentration, coating film coefficient and turbulence (Boyd 1998) The geometry, and 
speed of the spin mill affect aeration performance (Peterson & Walker 2002; Moulick et al., 
2002). Aerator performance is an important factor in the selection and use of aerators as 
they relate to investment and operational costs, so that the development of aerator design 
and improved operating performance is still possible to do. The purpose of this research is to 
know the comparison of paddle wheel performance result of modified design versus paddle 
wheels manufacturer. The research was designed with 2 (two) different types of paddle 
wheel which is the treatment of 1 (one) paddle wheel from the modified of construction 
design with a power of 0.37 kwh-1 0.5 hp and the treatment of 2 (two) artificial paddle wheel 
from manufacturer with 0.78 kwh-1 1 hp. Statistical analysis use T-test. The results of 
research is modified Paddle wheel (Treatment 1) was increased of DO = 2.56 ppm; 
Coverage area = 418929,6 cm2; diameter bursts= 132.2 cm. Conventional paddle wheel 
performance (treatment 2) was increased of DO = 2.54 ppm; Coverage area = 41983,8 cm2; 
The diameter of the bursts is 130.2cm. The t test results (statistic) on all variables showed no 
significant different (p= 0.595). This means the performance of the modified paddle wheel 
with 0.37 KWh-1 0.5 hp one phase is the same as the conventional paddle wheel 
performance with 0.78KWh-1 1 hp two phase power but there are energy saving 0.41 KWh-1. 
 
KEY WORDS 
Paddle wheel, coverage area, aerator, water. 
 

Paddle wheel is one of the tools in fish ponds that serve to move of water. The 
existence of paddle wheel in the pond is expected to help and anticipate the occurrence of 
oxygen deprivation and anticipate the difference that is quite striking between layers of pond 
water. In addition, paddle wheel is used to increase the levels of DO, through paddle wheels, 
can stabilize the surrounding biological processes, and reducing the growth of harmful algae. 

Some models of aerators, such as Taiwan aerators, are available on the market and 
are widely used due to their relatively low cost, light weight and corrosion resistance, but this 
aerator has low aeration efficiency (Wyban 1989; Laksitanonta, 2003). Taiwan’s aerators 
have SAE (standard aeration efficiency) value of 1,063 kg O2 kW h-1 (Peterson & Walker 
2002). The design aerator of Bhuyar et al (2009) has SAE 2,269 kg O2 kWh-1. The best 
paddle wheel aerator is the Moore and Boyd’s design with SAE value 2.54 kg O2 kWh-1. 
Some manufacturers use the basic design of the aerator 2.25-7.5 kW with the SOTR value of 
17.4- 23.2 kg O2 h

-1 and the average SAE value of 2.2 kg O2 kW h-1 (Moore & Boyd 1992). 
Aeration Principles. Aeration is the addition of air containing oxygen into the water. 

Aeration can be done with the help of a mechanical device called aerator (Boyd, 1982). 
Aeration can be done in two ways; the first air is inserted into the water by a spurt (splash 
aerator) and the second air bubble is released into the water (bubbler aerator). How much 
and quickly gas (oxygen) is transferred into and out of water depends on equilibrium 
conditions (saturated concentration) and mass transfer (Boyd, 1998; Lekang, 2007). 

According to Lekang (2007) the dissolution of oxygen in water takes place through 
three stages, the oxygen gas from the air to the surface of the film, then diffuses through the 
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surface of the film and finally moves into the water mass. The force of thrust causes oxygen 
to enter the water which is less saturated where there is difference of oxygen pressure in 
water and oxygen pressure in the air. 

Water circulation. Aeration capability in the form of oxygen addition is the main function 
of the aerator, in addition, the movement of water generated by the aerator also gives 
advantages. Water circulation during aeration by moving oxygenated water from the aerator 
to other parts of the pond, lowering temperature and chemical destruction (Avnimelech, 
1992; Romaire, 2007). The motion of water generated by the aerator helps maintain the high 
efficiency of oxygen displacement because the new oxygenated water is turned away from 
the aerator and replaced by water with low DO concentration. Moore and Whitis (1999) 
mentioned aeration by the paddle wheel generating DO uniformity at each water depth in the 
pond, as well as results found by Rogers and Fast, (1988). 

Setiawan (2002) designed a paddle wheel resembling a sculpture pedal of a 
Taiwanese odor with a length of 214 cm, a width of 200 cm and a height of 80 cm. This 
aerator can increase oxygen levels from 5 ppm to saturation limit (7.5 ppm) in just 2 hours 
with the required power of 980 Watt. Susanti (2003) performed further testing of the paddle 
wheel by varying the diameter (600 mm, 650 mm, 700 mm), rotational speed (80 rpm, 98 
rpm, 116 rpm) and pedal operating depth (50 mm, 100, 150 mm). The test results showed 
the best aeration effect produced by the wheel with a diameter of 700 mm, turn speed of 98 
rpm and the dept of pedal operation is 50 and 100 mm. 
 

MATERIALS AND METHODS OF RESEARCH 
 

This research was conducted in Wet Lab of Polytechnic of Marine and Fishery of 
Sidoarjo for 15 days (Mustofa, 2008). This study is experimental research by using T-test 
where the modified of paddle wheel and paddle wheel manufacturer standard as treatment 
while DO or Dissolve Oxygen, Coverage Area, and splash height are performance 
parameters of paddle wheels (Mustofa, 2008). The research was designed with 2 (two) 
different types of paddle wheel which is the treatment of 1 (one) paddle wheel resulted from 
the development of construction design with a power of 0.37 kwh-1 and the treatment of 2 
(two) is artificial paddle wheel manufacturer with 0,78 kwh-1 power. 
 

 
 

Figure 1 – Modified Paddle Wheel 
 

Measurements of DO (Dissolved Oxygen), Coverage Area, splash height are 
performed in-situ. To find out the difference of mean value of performance parameter, using 
T- test (Robert G. D. Steel and James. H. Torrie, 2000). All analysis using SPSS 21 
software. 
 

RESULTS AND DISCUSSION 
 

Endurance Test. Motor endurance test carried out for 15 days (24 hours/day) non-stop. 
Results of the motor endurance test showed no significant damage to the motor and its 
supporting components. 
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Dissolve of Oxygen. Measurement of Oxygen is done twice a day for 15 days, i.e. at 
14:00 to 16:00 pm and 20:00 to 22:00 pm (BBAT Sukabumi, 2015). Measurements were 
made to the difference in oxygen content of the waters between 2 hours before the paddle 
wheel was operated and 2 hours during the operated. The result of measurement to the 
average value of the increase of oxygen content is the treatment of 1 (Modified paddle wheel 
0.5 hp) 2.56 ppm and the treatment 2 (conventional paddle wheel 1hp) 2.54 ppm. The result 
of statistic analysis showed no significant difference between treatments (p = 0,595). 

This indicates that the performance of the modified paddle wheel against dissolved 
oxygen increase is similar to that of the conventional paddle wheel of Taiwan. Setiawan 
(2002) also reported that the Taiwan’s paddle wheel with a length of 214 cm, a width of 200 
cm and a height of 80 cm can increase oxygen levels from 5 ppm to saturation limit (7.5 
ppm) in just 2 hours with the required power of 980 Watt (1 HP). The result of t- test against 
the mean value of dissolved oxygen increase in the waters can be seen in the following 
table. 
 

Table 1 – Dissolved oxygen in the waters 
 

n/n 

Paired Differences 

t df 
Sig. (2-
tailed) Mean 

Std. 
Deviation 

Std. Error 
Mean 

95% Confidence 
Interval of the 

Difference 
Lower Upper 

Pair 1 A - B -.0200 .14243 .03677 -.09887 .05887 -.544 14 .595 

 
Coverage area. Coverage area is an area that receives flow due to the influence of 

paddle wheel. The result of the measurement against the mean values treatment 1 (Modified 
paddle wheel 0.5 hp) is 419,502.6 cm2 and the treatment 2 (Conventional paddle wheel 1 hp) 
is 419983.8 cm2. 
 

Table 2 – Result of T-test 
 

Paddle wheel 
 

n/n 

Paired Differences 

t df 
Sig. 

(2-tailed) Mean 
Std. 

Deviation 
Std. Error 

Mean 

95% Confidence Interval of the 
Difference 

Lower Upper 
Pair 1 a - b 481.8 770.57531 198.96169 55.06961 908.53039 2.422 14 .030 

 
Diameter of burst 
 

n/n 

Paired Differences 

t df 
Sig. 

(2-tailed) Mean 
Std. 

Deviation 
Std. Error 

Mean 

95% Confidence Interval of 
the Difference 

Lower Upper 
Pair 1 A - B -1.86667 4.45400 1.15002 -4.33321 .59988 -1.623 14 .127 

 
The result of statistic analysis showed significant different between treatments (p = 

0,030). This shows that the performance of the modified paddle wheel to the coverage area 
is better than the performance of the conventional paddle wheel of Taiwan. 

High of bursts. The burst height is measured from the water surface on the axle of the 
paddle wheel to the highest limit of the arch formed by the splashing of the water from the 
wheel. The result of measuring the average high value of bursts is Treatment 1 (0.5 hp 
modification wheel) 132.2 cm and treatment 2 (Conventional 1 hp) 130.2 cm. The result of t 
test to mean diameter of burst can be seen in following table. 

The result of statistic analysis showed no significant difference between treatments  
(p = 0,127). This shows that the performance of the modified paddle wheel on the high of 
bursts equal to the performance of the conventional paddle wheel made in Taiwan. 
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CONCLUSION AND SUGGESTIONS 
 

Modified paddle wheel (Treatment 1) can increase DO = 2.56 ppm; Coverage area 
= 419.983,8 cm2; Diameter / height burst 132.2 cm. 

Conventional Paddle wheel (treatment 2) can increase DO = 2.54 ppm; Coverage area 
= 418.929,6 cm2; Diameter / height of bursts 130.2cm. 

Result of T- test (Statistical Analysis) against two variables that is DO difference and 
height of burst show no significant difference between treatments. While the variable of 
coverage area is significantly different (p = 0.030) where the treatment 1 (Modified Paddle 
wheel with 0.37kWh-1 0,5hp power is better than treatment 2 (power 0.78kWh-1 1hp). 

Modified paddle wheel with power 0.37 kWh-1 0,5 hp one phase can be used instead of 
conventional paddle wheel with power 0.78 kWh-1 1hp two phase because it is more efficient 
in the consumption of electric power that is the efficiency level reaches 0.41 KWh-1. 
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ABSTRACT 
Organic farming is a way of farming that does not use chemicals as fertilizers and pesticides. 
In this way, what comes from the soil is returned to the soil so that the sustainability of the 
environment is maintained and the quality of the plant produced is guaranteed. This is in 
contrast to conventional rice farming that is still using fertilizers and chemical pesticides that 
are easily dispersed to obtain great results of harvest yield. This study aims to understand: 
(1) the characteristics of organic rice farmers; (2) organic farming implementation; and (3) to 
give recommendation strategy to develop organic rice farming in Kepung Subdistrict Kediri. 
This is a descriptive-qualitative research, primary data was collected through interview with 
30 farmers in May-June 2017. Data were analyzed descriptively by using information on 
farming system conducted by farmer, then, SWOT analysis was used to formulate strategy. 
The results showed that although Kepung District has LSO as organic certified region on rice, 
but some farmers still conducting conventional farming. Farmers are also find difficulty in 
market their product. Development strategies can be focused on strengthening farmer group 
institutions especially in seraching for wider target market. 
 
KEY WORDS 
Rice, organic farming, food safety. 
 

Organic farming is an agricultural technology package that not only concerns to the 
availability of food in the form of productivity but also environmentally friendly. It is a 
technique that relies on natural ingredients without the use of synthetic chemicals. An-
organic fertilizers or chemical fertilizers are considered as the cause of pollution of ground 
water such as rivers and lakes. It is, in addition, also lower soil quality especially if the use of 
it is not appropriate (Syam, 2008). 

The main objective of organic farming is to provide agricultural products, especially 
food that is safe for the health of producers and consumers and environmental friendly. 
Healthy lifestyle has been institutionalized internationally that requires assurance that 
agricultural products must be safely consumed, have high nutrients and be environmentally 
friendly. Consumer preferences like this and economic development cause the demand for 
organic agricultural products of the world that increased rapidly (Mayrowani, 2012). 

The development of organic agriculture in Indonesia has been encouraged by the 
current government through Regulation of the Minister of Agriculture No. 64 of 2013 on 
organic farming system. To cope well with the opportunities, the challenges faced in the 
development of rice in the future are how domestic rice production can compete in the export 
market. To meet the market demand is through the development of organic rice. In Indonesia 
the development of organic rice is a small part of the agribusiness, but certainly the trend is 
always increasing from year to year. The development of organic farming area in Indonesia 
can be seen in table 1. 

Based on table 1, it is known that from 2012 to 2015 the area of land for organic 
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farming has fluctuations. The wider area of organic agriculture is expected to provide broad 
benefits in meeting the needs of the community for healthy and safe food. Demand of 
organic rice in Indonesia is fluctuate from 28,95 tonnes to 73,55 tonnes (2011-2014) and 
then grows-up in 2015 to 2016 (see Table 2), it needs to be paid attention as the opportunity 
to export agriculture product abroad. While in the domestic, the opportunities of increasing 
consumer demand for organic food cannot be utilized optimally because the production tends 
to remain and the area of organic certified land has not been maximal. Table 3 shows 
consumer demand in a case study of organic red rice production in Subak Wongayabetan 
Bali. 
 

Table 1 – Organic Agriculture Areal Year in Indonesia (2012 – 2015) 
 

Orgnik Land Type 2012 2013 2014 2015 
Sertification 62.127,82 76.013,20 67.426,57 79.833,83 
Convertion 744,62 908,96 1.269,31 236,35 

Without sertification 1.382,88 31,38 1.142,44 31.381,44 
PAMOR 50,79 36 36 36 

Currently in the certification process 149.462,06 144.220.05 146.571,40 149.896,03 
TOTAL 213.768,17 221.209,59 216.445,72 261.383,65 

 

Source: Compilation of SPOI 2012-2016. 

 
Table 2 – Data on demand for (exports) of organic rice in 2009 - 2014 (in Tons) 

 

Year Demand 
2010 30,00 
2011 28,95 
2012* 66,63 
2013* 62,15 
2014* 73,55 
2015 277,9 (exports) 
2016 300 (exports) 

 

Source: Compilation from Indonesian Organic Agriculture Statistics,2011,*prediction and Ministry of Republic 
of Indonesia, 2017. 

 
Table 3 – Production and Demand for Organic Red Rice in Subak Wongayabetan 

 

Year Production (tons) Demand (tons) 
2010 43,79 57 
2011* 43,84 68 
2012* 43,89 75 
2013* 43,95 82 

 

Source: Statistik Pertanian Organik Indonesia, 2011, *prediction. 

 
The position of rice as the staple food of the people of Indonesia makes rice commodity 

as the main commodity in organic agriculture which is developed. In the Statistics of Organic 
Agriculture Indonesia (SPOI) noted that in 2010 the area of organic rice reaches 3000 ha that 
have been certified. Organic rice is processed into organic rice is a food that is easily 
converted into energy, in addition to contains enough nutrients and boosters for the body 
(Mayrowani,2012). 

Kediri Regency is one of the potential areas for the development of organic rice that 
can contribute in realizing organic food. Some locations of organic farming in Kediri Regency 
are located in Kepung and Semen Subdistricts. Geographically the location of the sub-district 
is located in the upstream area with the condition of natural resources and ecosystem that is 
still pure, so that the area is potential for the development of organic farming. The average 
production of organic rice farming in Kediri regency is 8,098,36 kg per hectare per year and 
this can be categorized as sufficient production (Kurniawan, 2016). Based on the 
background, this research has aim to understand (1) the characteristics of organic rice 
farmers, (2) organic farming implementation and (3) to give recommendation strategy to 
developing organic rice farming in Kepung Subdistrict Kediri. 
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LITERATURE REVIEW 
 

Rice is a plant that belongs to the genus Oryza L. which includes approximately 25 
species spread in the tropics and subtropical regions. Rice is one of the food crop varieties 
that can be cultivated organically. The Ministry of Agriculture has set standards for organic 
agriculture in Indonesia, contained in SNI 01-6729-2002 and has been revised to become 
SNI for Organic Food System SNI 6729-2010. Whereas the Provisions regarding the rules of 
organic farming applied in Indonesia are in accordance with the Indonesian National 
Standards for Organic Food Systems namely SNI Number 6729 of 2002 which was followed 
by Permentan Number 64 of 2013 (Directorate General of Food Crops, Ministry of Agriculture 
of the Republic of Indonesia, 2015). 

The organic farming system adheres to the Organic Process concept, meaning that all 
organic farming system processes starting from land preparation to post-harvest meet the 
standards of organic cultivation, not seen from the organic products produced. Organic rice 
cultivation will produce rice that is free of pesticide residues and chemical fertilizers. Apart 
from being environmentally friendly, the cost of planting is very low because the fertilizers 
and pesticides used come from nature around the farmers (Agricultural Human Resources 
Development and Development Agency of the Republic of Indonesia, 2011). 

The way to grow organic rice is basically not different from conventional rice cultivation 
(non-organic). The only difference is in the selection of varieties and the use of basic 
fertilizers. Not all suitable rice varieties are cultivated organically. Rice varieties that are 
suitable to be planted in 9 organic species are only natural varieties. The 2 types of organic 
rice varieties are Cintanur and Ciherang. Organic fertilizers that are often used to fertilize 
plants are compost. Compost is an organic fertilizer that comes from the rest of plants, 
animals, and organic waste that has undergone a process of decomposition. The total 
conversion of fertilizers does not use inorganic fertilizers such as urea, TSP or KCl at all. 
Organic rice requires 4 tons of manure and legume compost / ha. Control of pests and 
diseases of organic rice plants can be done by: (1) Mechanical control is carried out by 
directly capturing pests or using traps; (2) Control by technical culture is carried out by 
planting host plants around organic rice fields; (3) Control using organic pesticides which can 
control pest stink pest, stem borer, brown planthopper, and green planthopper. Organic rice 
has good market prospects, because organic rice farming has the opportunity to continue to 
be improved and allows to produce higher profits compared to non-organic rice farming. 
Organic rice cultivation can be done by utilizing the surrounding environment so that input 
costs become cheaper. Besides that, the price of organic rice is higher than the price of non-
organic rice (Directorate General of Food Crops, Ministry of Agriculture of the Republic of 
Indonesia, 2015). 

To find out the financial benefits of a farm, it can be known by using incremental B / C 
Ratio, which is the difference in revenues with costs (Suratiyah, 2006 in Nugroho, 2013): 
 

B/C Ratio = ∆B/∆C 
 

Where: B = Benefit; C = Cost. 
Financial Analysis of Ciherang Rice Farming in the Jajar Legowo Planting System in 

Sungai Tabukan Subdistrict North Hulu Sungai Regency, South Kalimantan aims to 
determine the feasibility of Ciherang rice farming (Saihani, 2012). The research uses 
formulas: 
 

RCR = TR/TC 

 
Where: RCR = Revenue Cost Ratio; TR = Total Penerimaan; TC = Total Biaya. 

The qualitative approach in the SWOT matrix displays eight boxes, namely the top two 
are boxes of external factors (opportunities and challenges), while the two boxes on the left 
are internal factors (strength and weakness) (Rangkuti, 2006). 

Formulation of the Strategy for the Development of the Benefit Sharing Model in the 
MSME financing scheme of the Organic Rice Institution Agribusiness sector in Kediri 
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Regency is done by means of integrating the internal and external factors contained in the 
SWOT matrix. The other four boxes are boxes of strategic issues that arise as a result of 
meeting points between the internal and external factors of institutional organic rice. 

Menurut Rangkuti (2006), SWOT is used in identifying various factors systematically for 
later use in strategy formulation. The combination of internal and external factors will greatly 
affect the performance of the company. SWOT is applied by comparing external factors in 
the form of opportunities and threats with internal factors in the form of strengths and 
weaknesses of the company or organization. Determination of alternative development 
strategies should be formulated after the institution or organization analyzes the quadrant 
which conditions and position of the current institution or organization. This is intended, so 
that alternative alternatives are in accordance with the internal and external conditions of the 
institution in this case micro, small and medium enterprises at this time. 
 

 
Figure 1 – Internal and External Factors (Rangkuti, 2006) 

 

 
Figure 2 – Company Position in Four Quadrants (Rangkuti, 2006) 

 
In quadrant I, a company is advised to use an aggressive strategy. The situation of 

quadrant I company is very profitable, because the location of the company that is in a 
condition has the opportunity and strength so it is necessary to be able to take advantage of 
the opportunities that exist. 

In quadrant II, the company's strategy is a diversification strategy. Companies facing a 
situation must face various threats by using internal strength, so that they need a strategy 
that is able to take advantage of long-term opportunities. 

In quadrant III, the appropriate strategy to implement is turn around. In this condition 
the company has a large market opportunity but is accompanied by the emergence of 
considerable internal constraints / weaknesses. Companies need to formulate strategies that 
allow reduction of their internal weaknesses to be able to take advantage of better 
opportunities. 

In quadrant IV, a defensive strategy is needed. The company experiences difficult 
conditions where it must face various threats and internal weaknesses of the company. The 
most important thing to do is that companies must be able to defend themselves. 
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METHODS OF RESEARCH 
 

This is a descriptive-qualitative research located in Kepung Sub district Kediri. It uses 
primary data related to production factors, costs and revenue was collected through interview 
with 30 farmers in May-June 2017. Data were analyzed descriptively by using information on 
farming system conducted by farmer, then, SWOT analysis was used to formulate strategy. 
SWOT is strategic planning tool consists of elements such as strength, weakness, 
opportunity, and threat. It is done by determining each elements including the weight and 
rating. The next step is counting the total score of every elements to determine the best 
strategy (Rangkuti, 2006). 
 

RESULTS AND DISCUSSION 
 

Characteristics of organic rice farmers. Farmers of indonesia has different 
characteristic. These characteristics can be demographic, social character and character 
based on farmer's economic condition itself. These characteristics distinguish the type of 
peasant behavior in certain situations. Characteristics observed in this study were age, 
education level, sex, and land area. 

Organic rice farmers are mostly men who are their in middle age (43%) and young 
(40%). While only 17% of them are old in term of age. A person's age determines the 
person's work performance. The older the workforce the absorptive power and the 
comprehension of innovation - more difficult new application of agriculture to accept. But in 
terms of responsibilities the older the workforce will not give significant influence because 
they are more experienced. 

Education will affect behavior and adoption rate of an innovation. Someone who is well 
educated tends to be more open to accept and try new things. Education is a learning tool, 
which instills a sense of attitude and also beneficial to the development of more modern 
agricultural practices. In this research, farmers are mostly has mid level of education (77%). 
However, they have the knowledge of farming mostly from informal education more than 
formal education such as from agricultural extension. 
 

Table 4 – Description of Organic Farmers in Kepung Sub District Kediri 
 

No. Characteristic of Farmers 
Amount 

Category N % 

1. Age (based on KRKP, 2015) 
not yet productive 0-14 0 0 

productive 15-64 27 90 
not productive >64 3 10 

2. Education level 
low level <SMP 5 17 
mid level SMP-SMU 23 77 
high level Graduate 2 7 

3. Land area width 
low 0 - 0,50 H 24 80 

middle 0,51 - 1,00 H 2 6,67 
High >1 H 4 13,37 

4. Land planted with organic rice 
rendah 0,006 - 0,67 H 29 97 
sedang 0,67 - 1,34 H 0 0 
tinggi 1,35 - 2 H 1 3 

 

Source: Primary data, 2017. 

 
Table 4 also shows that most farmers are the land owner, however they have small 

scale of area (80%) that is only 0,006 – 0,67 hectares while the rest of them has middle even 
high land area width. Farmers of organic rice use not all part of their land to conduct organic 
rice farming. Most of them (97%) use only small part of their land, while the rest of it (3%) 
uses all part of their land. From this fact it can be seen that organic farming is not yet 
becoming their priority, however this will give opportunity for agricultural extension worker to 
motivate them to conduct organic farming for better ecosystem. 

Organic farming implementation in Kepung Kediri. The soil is plowed as deep as 25 - 



 

30 cm, then the remains of plants and grasses are buried. Grounding with rake is done until 
a perfect mud structure is formed, then the mud is flattened so that w
height is evenly distributed. Fertilization with organic fertilizer (manure, compost and green 
manure) is done to prepare a good land for plants.

To get a good quality seeds then the selection of seeds. Figure 4 shows the type of 
seed used in organic rice farming. The seeds are produced by farmers or labeled seeds.

The seedbed is done by preparing the nursery where it is coated with banana leaf that 
has been softened, then it is given fertile soil mixed with compost (ratio 1: 1), th
nursery around 4 cm. Then, the Seed is sown into the seedbed and covered with thin 
ground. 
 

 

 

 

 

Figure 4
 

Seedlings are planted at the age of 
number of seeds per hole one, and shallow 1

Fertilization has not been done purely using organic fertilizer, partly using an organic 
fertilizer. But the amount of organic fertilizer used is relatively more benyak than an organic. 
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30 cm, then the remains of plants and grasses are buried. Grounding with rake is done until 
a perfect mud structure is formed, then the mud is flattened so that when it is irrigated, the 
height is evenly distributed. Fertilization with organic fertilizer (manure, compost and green 
manure) is done to prepare a good land for plants. 

To get a good quality seeds then the selection of seeds. Figure 4 shows the type of 
eed used in organic rice farming. The seeds are produced by farmers or labeled seeds.

The seedbed is done by preparing the nursery where it is coated with banana leaf that 
has been softened, then it is given fertile soil mixed with compost (ratio 1: 1), th

cm. Then, the Seed is sown into the seedbed and covered with thin 

 

Figure 2 – Organic Fertilizer 

Figure 3 – Herbal Pesticide 

 

Figure 4 – Variety of Organic Paddy seedling 

Seedlings are planted at the age of 5-15 days (leaf two) after the seedlings, with the 
number of seeds per hole one, and shallow 1-1.5 cm, and the root position like the letter L.

Fertilization has not been done purely using organic fertilizer, partly using an organic 
unt of organic fertilizer used is relatively more benyak than an organic. 
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To get a good quality seeds then the selection of seeds. Figure 4 shows the type of 
eed used in organic rice farming. The seeds are produced by farmers or labeled seeds. 

The seedbed is done by preparing the nursery where it is coated with banana leaf that 
has been softened, then it is given fertile soil mixed with compost (ratio 1: 1), the height of 

cm. Then, the Seed is sown into the seedbed and covered with thin 

 

 

15 days (leaf two) after the seedlings, with the 
1.5 cm, and the root position like the letter L. 

Fertilization has not been done purely using organic fertilizer, partly using an organic 
unt of organic fertilizer used is relatively more benyak than an organic. 
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Weeding is done by using a rotary weeder, or with any kind of equipment in order to 
eradicate weeds and simultaneously enrich the soil. Weeding done as much as 3 times or 
more. 

Harvesting is done after the mature organic rice is characterized by yellowing all the 
grain evenly or cooking grain. Harvesting is done when the organic rice grain has completely 
filled. When calculated from the nursery, the age of organic rice harvest is shorter than the 
conventional way. Table 5 shows average production, cost, revenue and income. It also 
shows that organic rice cultivation in Kepung sub district is feasible in price of Rp 15.000 – 
20.000 because in this way, farmers will get income as much as Rp 25.585.613. 
 

Table 5 – Average Production, cost, revenue, income and R/C Ratio of Organic Rice Farming 
 

No. Note Amount 
1. Average of production (kg/ha) 2.232 
2. Price of dry grain (Rp) Rp. 15.000 - 20.000 
3. Average of production cost (Rp/ha) Rp. 13.849.387 
4. Average of revenue (Rp/ha) Rp. 39.435.000 
5. Average of income (Rp/ha) Rp. 25.585.613 
6. Average of R/C 2,85 

 

Source: Primary data, 2017. 

 
In general, the emphasis on institutional activities of farmer groups is not to provide 

capital services for its members, but to the management of collective resources (eg irrigation 
arrangements and planting schedules) and social life as practiced by KUD Kelompok Tani 
Budidaya. This KUD is able to produce organic fertilizer sold in general with the price of 
(Bokasi Trikodermin fertilizer) Rp.30.000 / sack, Organic liquid fertilizer from goat urine is 
Rp.40.000, Liquid smoke (for pest spray) is only for Rp.40.000 / liter and Local mikro organic 
(MOL) is Rp.30.000. 

As a post-harvest institution, KUD of Budi Daya farmer group has served as a regulator 
of the selling price of organic rice, in order not to experience a sharp price declining during 
the harvest. While related to marketing, KUD of Budi Daya Farmer Group has had simple 
equipment in the process of packing organic rice. For pure organic rice products, farmer 
groups sell for around Rp.17.000-20.000 / kg under the Parikesit trademark. 
 

Table 6 – Internal Factors Analysis Summary of SWOT 
 

No. Strength (0.40) Rate (R) Weight (W) R x W 
1. Organic rice has local label called “Parikesit” 3 0,05 0,15 
2. The number of farmers as organic paddy grower can increase 3 0,05 0,15 
3. There is good institution to support the farm management of organic paddy 4 0,1 0,4 
4. There is government support in term of agricultural extension that is regularly done to 

motivate farmers in planting organic paddy 
4 0,1 0,4 

5. Integrated farming has been done by farmers to support organic paddy cultivation 3 0,1 0,3 

 
Weaknesses 
(0.60) 

Rate 
(R) 

Weight 
(W) 

R x W 

1. There is not yet patent label and it is still produce locally. -2 0,1 -0,2 
2. The continuity of organic rice availability is still low, due to the lack of interest and 

motivation of farmers 
-2 0,1 -0,2 

3. Farmers have difficulties in marketing organic rice widely because of constrained 
knowledge and lack of licensing as well as lack of access of capital 

-4 0,2 -0,8 

4. The practice of organic farming implementation has not been done purely, there are 
still the use of chemicals substances such as the using of fertilizers and chemical 
pesticides 

-3 0,1 -0,3 

5. Farmers produce organic rice only by orders -3 0,1 -0,3 
 Strength-Weakness : 1,4-1,8 = -0,4; the amount of weight = 1 
 

Source: Primary data, 2017. 

 
Government as a policy maker has a strategic role in the development of organic rice in 

Kediri region, especially related to the dissemination of innovation through extension 
activities. Agricultural extension has been done by Mr. Sunandar who has short-term 
program to apply organic cultivation technology, because not all farmers understand the 
cultivation. As many as 70% of farmers have implemented organic cultivation well and this 
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will be continued in the long term, that is farming by restoring the ecosystem balance system. 
Extension workers also develop strategies related to how to communicate innovations to be 
easily digested by farmers through the best extension methods. 

Strategy to develop organic rice farming in Kepung Subdistrict Kediri. People's desire 
to switch to organic produce causes the demand for organic agricultural products to grow 
rapidly. Organic farming is a solution to restore the health of the land and the resulting 
product. Based on the previous discussion it can be seen that organic rice cultivation is 
feasible, but farmers tend to be afraid to take risks and this can be seen from the narrowness 
of land used for organic farming of the entire land area owned by farmers. SWOT analysis in 
table 6 and 7 shows internal and external factors need to be paid attention to develop 
organic rice farming in Kediri. 

From internal and external factors shown in table 6 and 7, it can be seen that 
agribusiness of organic rice in Kediri is categorized in condition that is weak and full of threat 
(-0,4,-1). The best strategy is Defense Strategy. This strategy is based on defensive activities 
and seeks to minimize weaknesses and avoid threats. The WT strategy aims to reduce 
internal weaknesses by avoiding external threats. 
 

Table 7 – External Factors Analysis Summary of SWOT 
 

No. Opportunity (0.60) Rate (R) Weight (W) R x W 
1. The market share of organic rice is still widely open due to healthy lifestyles that 

are increasingly being noticed by the community 
3 0,1 0,3 

2. The area for organic farming can be improved 4 0,1 0,4 
3. Agricultural extension bureau in Kediri has a good system in introducing organic 

farming to motivate farmers to grow organic rice 
4 0,2 0,8 

4. There is a widely open partnership or synergy of stakeholders that facilitate the 
marketing of organic rice 

4 0,2 0,8 

No. 
Threats 
(0.40) 

Rate (R) Weight (W) R x W 

1. There is high competition of market with non-organic rice, because organic rice is 
still very expensive 

-4 0,1 -0,4 

2. Land degradation due to the use of chemical or fertilizers -3 0,1 -0.3 
3. Organic farming has a long process to do while farmers need income to meet 

family needs 
-3 0,1 -0,3 

4. Conversion of agricultural land for the benefit of settlement -3 0,1 -0,3 
 Opportunity – Threats : 2,3 – 1,3 = -1 ; the amount of Weight : 1 
 

Source: Primary data, 2017. 

 
Table 8 – Strategy to develop organic rice farming in Kepung Subdistrict Kediri 

through SWOT Analysis 
 

n/n 

Opportunity 
The market share of organic rice is still 
widely open due to healthy lifestyles that are 
increasingly being noticed by the 
community; 
The area for organic farming can be 
improved; 
Agricultural extension bureau in Kediri has a 
good system in introducing organic farming 
to motivate farmers to grow organic rice; 
There is a widely open partnership or 
synergy of stakeholders that facilitate the 
marketing of organic rice 

Threat 
There is high competition of market 
with non-organic rice, because 
organic rice is still very expensive; 
Land degradation due to the use of 
chemical or fertilizers; 
Organic farming has a long process 
to do while farmers need income to 
meet family needs; 
Conversion of agricultural land for 
the benefit of settlement. 

Strengths 
Organic rice has local label called 
“Parikesit”; 
The number of farmers as organic 
paddy grower can increase; 
There is good institution to support the 
farm management of organic paddy; 
There is government support in term of 
agricultural extension that is regularly 
done to motivate farmers in planting 
organic paddy; 
Integrated farming has been done by 
farmers to support organic paddy 
cultivation. 

SO Strategy 
marketing subsystem in KUD Budi Daya can 
be improved by cooperating with suppliers 
such as supermarket; 
taking licensing and getting certified so as to 
reach broad consumers; 
increase the implementation of integrated 
farming to support organic farming, and 
maximize institutional function as a place for 
marketing by establishing cooperation with 
the government for example in terms of 
providing equipment for post-harvest 
process and packaging. 

ST Strategy 
Regular agricultural extension is 
important to motivate farmers in 
conducting organic cultivation and 
also in terms of expanding organic 
land to increase crop productivity; 
increase the role of KUD to 
accommodate organic rice harvest 
and also marketing; 
KUD can also work with the 
government to get the aid of 
packaging equipment, trade 
licensing, and also marketing to 
reach consumers widely. 
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Table 8 Continue 
Weaknesses 
There is not yet patent label and it is still 
produce locally; 
The continuity of organic rice availability 
is still low, due to the lack of interest and 
motivation of farmers; 
Farmers have difficulties in marketing 
organic rice widely because of 
constrained knowledge and lack of 
licensing as well as the difficulty in 
accessing the capital; 
The practice of organic farming 
implementation has not been done 
purely, there are still the use of 
chemicals substances such as the using 
of fertilizers and chemical pesticides; 
Farmers produce organic rice only by 
orders. 

WO Strategy 
certification tests need to be done to patent 
labels and obtain organic nutritional content 
so it is worth selling; 
Agricultural extension needs to be done to 
improve farmers' knowledge about good 
agricultural cultivation; 
cooperation with stakeholders for example 
to overcome the weakness of marketing 
also by increasing the role of agricultural 
academics. 

WT Strategy 
Nutrition testing needs to be done to 
raise awareness that organic 
products have health-intensive 
content; 
counseling needs to be done by 
involving comparative studies to 
places that have been carrying out 
organic cultivation and proven to be 
profitable thus increasing the 
farmers expectations; 
overcome land degradation by 
expanding the land for organic 
farming; 
expand the reach of marketing to 
demand not only through orders 
alone, such as cooperation with 
supermarkets and online marketing. 

 

Source: Primary data, 2017. 

 
Table 8 shows the best strategy (Defense strategy) and it consists: 

 Nutrition testing needs to be done to raise awareness that organic products have 
health-intensive content; 

 Counseling needs to be done by involving comparative studies to places that have 
been carrying out organic cultivation and proven to be profitable thus increasing the 
farmers expectations; 

 Overcome land degradation by expanding the land for organic farming; 
 Expand the reach of marketing to demand not only through orders alone, such as 

cooperation with supermarkets and online marketing. 
 

CONCLUSION 
 

Most farmers are in middle and old age, with 100% of land owner, this is generation 
with low knowledge. However they have more than 5 years of experinence in farm 
management that helps them master the knowledge of organic plantation easily. 

Farmers of Kepung Kediri still not yet implemented 100% pure organic activity, this is 
shown by the using of production factors especially for manure and pesticides. Agriculture 
institution has big role in helping to provide input and marketing the product by orders. 

Turn Around strategy is the best strategy in handling organic farm management of rice. 
Synergy between stake holders is needed in empowering organic farmers through the 
Community Empowerment Strategy such as partnership in marketing. Development 
strategies can be focused on strengthening farmer group institutions especially in seraching 
for wider target market. 
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ABSTRACT 
The objectives of this research are to: 1) analyze the Labor Productivity Of Reinforced 
Concrete, 2) analyze difference in real labor productivity of reinforced concrete of the results 
of the study compared to the labor productivity of reinforced concrete of the Indonesian 
National Standard (SNI) 2002, 3) analyze what factors influence the labor productivity of 
reinforced concrete of office buildings of Bontang Kuala District in Bontang City, 4) Analyze 
the most dominant factors affecting the labor productivity of reinforced concrete in the 
construction of the office buildings of Bontang Kuala District in Bontang City. This study uses 
a survey method by capturing opinions, experiences and attitudes of respondents to obtain 
primary data through a questionnaire as a data collection tool and secondary from the related 
institutions. Based on the results of this study, namely from the F test, it was found that 
Motivation factors (X1), Skills (X2), Discipline (X3), Education (X4), Experience (X5), Wages / 
Salaries (X6) and Age (X7) had an effect simultaneously on the labor productivity of 
reinforced concrete, with the value of Fcount = 10.470> Ftable = 2.210. In conclusion, the 
most dominant variable on reinforced concrete labor productivity is experience (X5) with an β 
coefficient of 1.753. Experience is the main factor in producing a product. 
 
KEY WORDS 
Productivity, labor, reinforced concrete, service. 
 

Human resources are very important factors to facilitate a job, especially construction 
projects. Without the human resources involved in it, the construction projects cannot be 
held. Because of the importance of these factors, the planning of the number of workers and 
the arrangement of the parts in it, it should be conducted with a varied of careful 
considerations (Noe et. al., 2006). In implementing a construction project, the role of labor is 
an important factor. Because the factor of labor has a direct effect on the cost, time of project 
implementation, and the quality which expected of that project (Soeharto, 2001). Whereas 
according to Kaming, et al. (1997), stated that when the contractor deals the tender in 
carrying out the project work which located in the area, the contractors will always be facing 
several alternative of labor supply. namely: 1) taking construction workers from other group 
with good quality and experience, 2) giving the labor issues to sub-contractors (bulk), 3) 
taking labor from the other group but only for workers with expertise not available in work 
location. 

From these three alternatives, they prove that the level of labor productivity is an 
important consideration in planning and implementing project activities. According to 
Soeharto (2001), stated that the portion of labor costs can reach 35-40% of the total cost of 
the project, so it needs an in-depth study of the workforce itself. In addition, planning a 
project activity needs to be done carefully so that the costs, timing of implementation and the 
quality of a job can be accounted for. 

In studying the problem of productivity, it is inseparable from the aspect of productivity 
itself as well as several problems related to productivity such as the work of the workforce 
itself, motivation to work, expertise / skills, level of wage / salary, level of education, age and 
an discipline (Omachonu, 2012). Low labor productivity can lead to delay in a work project, 
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which in turn can also cause overruns the cost (Smith, 2002). Therefore, assessment of the 
analysis of the causes of weakening productivity must be done carefully, however, every 
source of problems and causes of failure is very important to understand and pay attention 
to, especially an effort to increase productivity (McGrath, 2004). 

Bontang Kuala City is one of the cities in East Kalimantan province, which is actively 
engaged in development in various development sectors. In the infrastructure development 
sector, namely the provision of development facilities and infrastructure, especially in the 
field of building construction, the Mayor urged that development be carried out more 
effectively, efficiently, economically and the deadline for completion of construction should 
not exceed the fiscal year that determined by the government of Bontang city. In calculating 
the budget plan (RAB) in the implementation of the construction of office buildings of 
Bontang Kuala District in Bontang City has been using the Indonesian National Standard 
(SNI 2002). 

Budget planning of building construction in Indonesia has referred to the use of SNI 
2002 with the hope that in calculating the budget plan, labor is more productive, and 
development costs can be saved from 8-10% and labor costs range from 23-28% (Tjaturono, 
2002). Factors that influence labor productivity, including factor of job location, skill factors, 
working time and local life index (Dipohusodo, 1995) and the most important is the labor 
factor itself (Kaming, 2000). Other factors that affect labor productivity include: education, 
experience, motivation, wages, age of productivity, weather, topography, material location. 
The study regarding Labor productivity have been carried out by many previous researchers, 
all of which were carried out on the island of Java, where the skills / expertise, education and 
work motivation of the workers on the island of Java were thought to be different from the 
workers on the island of Kalimantan, especially the city of Bontang kuala, in addition to 
natural / topographic conditions, local customs also influence the level of labor productivity. 
Therefore, research on labor productivity, especially reinforced concrete labor in Bontang 
kuala city needs to be conducted. 

The labor productivity of reinforced concrete of the construction of Office Buildings of 
Bontang Kuala District in Bontang City is quite varied, this can be viewed from the timely 
settlement and there are jobs that cannot be completed on time. This is thought to be caused 
by several factors such as motivation to work, expertise / skills, Discipline, level of education, 
Experience, Wages / Salaries and Age. 

Formulation of the problem: 
 How much the labor productivity of reinforced concrete in the construction of Office 

Buildings of Bontang Kuala District in Bontang City? 
 How big is the difference in real labor productivity of reinforced concrete of the 

research results compared to the labor productivity of reinforced concrete in the 
Indonesian National Standard (SNI) 2002? 

 What factors influence the labor productivity of reinforced concrete in the construction 
of Office Buildings of Bontang Kuala District in Bontang City? 

 Which of the most dominant factors that influences the labor productivity of reinforced 
concrete in the construction of Office Buildings of Bontang Kuala District in Bontang 
City? 

Research Purposes: 
 Analyzing the labor productivity of reinforced concrete labor in the construction of 

Office Buildings of Bontang Kuala District in Bontang City; 
 Analyzing difference in real labor productivity of reinforced concrete of the results of 

the study compared to the labor productivity of reinforced concrete of the Indonesian 
National Standard (SNI) 2002; 

 Analyzing what factors influence the labor productivity of reinforced concrete of office 
buildings of Bontang Kuala District in Bontang City; 

 Analyze the most dominant factors affecting the labor productivity of reinforced 
concrete in the construction of the office buildings of Bontang Kuala District in 
Bontang City. 
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METHODS OF RESEARCH 
 

Type and Location of Research. This study is included in descriptive research, namely 
to determine the magnitude of labor productivity, factors that affect labor productivity and the 
most dominant factors influence and to know the magnitude of the difference in real labor 
productivity of reinforced concrete of the research results compared to the labor productivity 
of reinforced concrete for Standards National Indonesia 2002 in Bontang City, East 
Kalimantan province. This study uses a survey method by capturing opinions, experiences 
and attitudes of respondents to obtain primary data through a questionnaire as a data 
collection tool and secondary from the relevant institutions. Based on the factors that affect 
the labor productivity of reinforced concrete in the construction of Office Buildings of Bontang 
Kuala District in Bontang City, then the factors that are followed by determining the variables 
to be used as questions, they will be determined in the form of a questionnaire. The location 
of this study was carried out on the construction of the Bontang Kuala Village Office building 
in Bontang City, East Kalimantan Province in 2016. 

Population and sample. In this study, the population is the labor productivity of 
reinforced concrete who know the conditions and work or are directly involved in the 
construction Office Buildings of Bontang Kuala District in Bontang City, East Kalimantan 
province in the 2016 fiscal year, which is about 55 workers, taken from people people who 
work in the construction of Office Buildings of Bontang Kuala District in Bontang City. In this 
study, the sample was taken randomly by using Disproportionate Stratified Sampling 
(Sugiono, 2006). 

From the results of this calculation, the total number of samples that will be taken, it is 
48 respondents of reinforced concrete labor, taken from people who work in the construction 
of Office Buildings of Bontang Kuala District in Bontang City. Work for column structure is 12 
people, work for beam structure is 18 people, work for floor structure is 18 people. 

Data collection. Data collection is done by using observations and questionnaires. 
Observations were made to determine the magnitude of labor productivity of reinforced 
concrete, while the questionnaire in obtaining the factors that influence the labor productivity 
of reinforced concrete in the work construction of Office Buildings of Bontang Kuala District in 
Bontang City which using a Likert scale modified with range 1 to 3. The author uses a range 
of 1 to 3 to avoid the middle value (doubtful) which is difficult to interpret between agreeing 
and disagreeing, so that the firmness of the respondents in answering questions from the 
questionnaire is obtained. The items in the variables of the study are designed (designed) 
with positive questions, so that the number one is a code of respondent's response that is 
very negative for one of the questions, while number three is to give a very positive response 
(Azwar, 1999). 

Data Collection Techniques. Conducting the observations and direct measurements in 
the field to calculate labor results in reinforced concrete. The working time start at 08.00 to 
16.00 with lunch breaks and others for approximately 1 (one) hour from 12.00 to 13.00, so 
effective work schedule is 7 hours. Data collection on the location of the project, such as the 
amount of labor and material, weather, employment conditions and availability of tools used. 
Recording and calculation the result of labor of reinforced concrete in the construction of 
Office Buildings of Bontang Kuala District in Bontang City 2016. Measurements and 
enumerations are carried out in the afternoon after completion of work. Record the time 
required for labor reinforced concrete, methods and equipment used. Fill out questionnaires 
for factors that affect the labor productivity. 

Processing and Analysis of Data. Data obtained from survey results (questionnaires), it 
will be processed to obtain an information into table form. The processed data results are 
used to answer the questions related to the magnitude of the labor productivity of reinforced 
concrete, the factors that affect the labor productivity of reinforced concrete and the most 
dominant factors affect the labor productivity of reinforced concrete in the construction of 
Office Buildings of Bontang Kuala District in Bontang City. 

Data processing should pay attention to the type of data collected by being oriented to 
the objectives to be achieved. The accuracy of analytical techniques greatly influences the 
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accuracy of the results of the study. The power analysis technique used is descriptive 
statistics, factor analysis, multiple linear regression analysis and one sample t test. The 
results of the questionnaire data from each variable are then scaled back, so that each of the 
variables containing several indicators will produce only one score value which is then 
analyzed by using descriptive analysis, factor analysis, multiple linear regression analysis 
and one sample t test. Data processing is done with an assisted of Statistical Package and 
Service Solution (SPSS) for Windows. 

Equation of Research Results. The equalization of the results of research by using 
Indonesian National Standard (SNI) 2002 was carried out on 2 (two) parts, namely the 
equalization of working time (working time), and the equalization of the composition of 
workmanship and workers. This equalization is caused by the working time (working time) 
between the results of research with Indonesian National Standard (SNI) 2002 differently, as 
well as the composition of work of workmanship and workers. As a reference in equalizing 
the composition of workmanship and workers, it is necessary to adjust the type of work and 
the composition of the worker and the worker under study. This research is only an labor 
reinforced concrete with a composition of 1 artisan, 2 workers, while Indonesian National 
Standard (SNI) 2002 has 1 artisan composition: 1 1/2 workers in accordance for labor of 
reinforced concrete with factors of 1.47 for composition of 1 worker : 2 workers, while SNI 
2002 has a factor of 1.20. As for equalizing of working time, then working time of Indonesian 
National Standard SNI 2002 are divided into Indonesian National Standard from the research 
results, this is because the working time of the research results are 7 working hours / day, 
while Indonesian National Standard (SNI) 2002 is only 5 working hours / day. 
 

Table 1 – Productivity Adjustment Factors for Artisan and Workers Composition 
 

No Type of activity 
Composition between artisan and workers 

1 : 1/2 1 : 1 1 : 1 1/4 1 : 1 1/2 1 : 2 1 : 2 1/2 1 : 3 
1 Pas. Bowplank 0,62 1,00 - 1,10 1,24 - - 
2 Pas. Batu Kali - 0,68 - 0,84 1,00 1,03 1,06 
3 Cor Beton - 1,00 - 1,20 1,47 - - 
4 Pas. Batu Merah - 0,67 - 0,82 1,00 1,06 - 
5 Pas. Genteng - 0,60 - 0,75 1,00 - - 
6 Plesteran - 0,80 0,90 1,00 1,02 - - 
7 Pas. Tegel Lantai 0,75 1,00 - 1,07 1,09 - - 

 
RESULTS OF STUDY 

 
Partial Test of Regression Models. Partial testing of regression models is used to 

determine whether each of the independent variables forming of regression model 
individually has a significant influence on the labor productivity of reinforced concrete or not. 
To test this relationship, the t test is used, which is by comparing the tcount to t table. The 
independent variable forming of regression model is stated to have a significant effect if t 
count> t table or p-value <α = 0.05. Partial testing of the regression model can be viewed as 
follows: 

Hypothesis testing of regression coefficients of Motivation to work variables (X1) can 
be written in Table 2. 

Motivation to work variable has a regression coefficient of 0.187. By using an assisted 
of SPSS software, the t test statistic obtained is 0.202 with a p-value of 0.841. The statistical 
value of the t test is greater than t table (0.202 <1.683) and also p-value is greater than α = 
0.05. This test indicates that H0 is accepted. So it can be concluded that the level of 
motivation to work does not significantly influence the labor productivity of reinforced 
concrete. 

Hypothesis testing of regression coefficients of expertise / skills variables (X1) can be 
written in Table 3. 

Expertise / skill variable has a regression coefficient of 0.582. By using an assisted of 
SPSS software, the t test statistic obtained is 1,180 with a p-value of 0.841. The statistical 
value of the t test is greater than t table (0.202 <1.683) and also p-value is greater than α = 
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0.05. This test indicates that H0 is rejected. So it can be concluded that the level of skills 
does not significantly influence the labor productivity of reinforced concrete. 

Hypothesis testing of regression coefficients of discipline variables (X1) can be written 
in Table 4. 
 

Table 2 – Hypothesis Test for motivation to work Variable Regression Coefficient 
 

Hypothesis Score Conclusion 
H0: βi = 0 (motivation to work variable does not significantly influence the 
labor productivity of reinforced concrete) 
Ha: βi ≠ 0 (motivation to work variable has a significant effect on labor 
productivity of reinforced concrete) α = 0.05 

t = 0,202 
p-value = 0,841 
tTabel = 1,683 

Accept H0 

 
Table 3 – Hypothesis Test for expertise / skills Variable Regression Coefficient 

 

Hypothesis Score Conclusion 
H0: βi = 0 (expertise / skills variable does not significantly influence the 
labor productivity of reinforced concrete) 
Ha: βi ≠ 0 (expertise / skills variable has a significant effect on labor 
productivity of reinforced concrete) α = 0.05 

t = 1,180 
p-value = 0,245 
tTabel = 1,683 

Accept H0 

 
Table 4 – Hypothesis Test for discipline of Variable Regression Coefficient 

 

Hypothesis Score Conclusion 

Ha: β3 ≠ 0 (disciplinary variables have a significant effect on the labor 
productivity of reinforced concrete), α = 0.05 

t = -0,341 
p-value = 0,735 
tTabel = 1,683 

Accepted H0 

 
Discipline variable has a regression coefficient of -0,328. By using an assisted of SPSS 

software, t-test statistics were obtained at -0.3341 with a p-score of 0.735. The statistical 
score of the t test is greater than t table (-0.334 <1.683) and also p-score is greater than α = 
0.05. This test indicated that Ho is accepted. So that it can be concluded that the level of 
discipline of workers does not significantly influence the labor productivity of reinforced 
concrete. 

Hypothesis testing of the regression variables for education variables (X4) can be 
written in table 5 as follows: 
 

Table 5 – Hypothesis Test fpr Educational of Variable Regression Coefficients 
 

Hypothesis Score Conclusion 
H0: β4 = 0 (education variable does not significantly influence the labor 
productivity of reinforced concrete) 
Ha: β4 ≠ 0 (education variable has a significant effect on the labor 
productivity of reinforced concrete), α = 0.05 

t = -0,767 
p-value = 0,448 

tTabel = 1,683 
Accepted Ho 

 
Educational variable has a regression coefficient of -0.256. By using the help of SPSS 

software, t-test statistics were obtained at -0.767 with a p-value of 0.448. The t-test statistic 
value is greater than t table (0.209 <1.683) and also p-value is greater than α = 0.05. This 
test indicates that Ho is accepted. So it can be concluded that the level of education does not 
significantly influence the productivity of reinforced concrete labor. 

Testing the hypothesis of the coefficient of regression of experience variable (X5) can 
be written in Table 6 as follows: 
 

Table 6 – Hypothesis Test for experience of Variable Regression Coefficients 
 

Hypothesis Score Conclusion 
H0: β5 = 0 (experience variable does not significantly influence the labor 
productivity of reinforced concrete) 
Ha: β4 ≠ 0 (experience variable has a significant effect on the labor 
productivity of reinforced concrete), 
α = 0.05 

t = 4,255 
p-value = 0,000 

tTabel = 1,683 
Accepted Ho 
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Experience variable has a regression coefficient of 1.753. By using the help of SPSS 
software, the tcount test statistic obtained is 4.255 with a p-value of 0.000. The t-test statistic 
value is greater than t table (4.255> 1.683) and also p-value is greater than α = 0.05. This 
test shows that Ho is rejected. So that it can be concluded that the level of discipline of 
workers has a significant effect on the productivity of reinforced concrete labor. 

Hypothesis testing of the regression variables for wage / salary (X4) can be written in 
table 7 as follows: 
 

Table 7 – Hypothesis Test for wage / salary of Variable Regression Coefficients 
 

Hypothesis Score Conclusion 
H0: β6 = 0 (wage / salary variable does not significantly influence the productivity 
of reinforced concrete labor) 
Ha: β6 ≠ 0 (variable wage / salary has a significant effect on the productivity of 
reinforced concrete labor), 
 α = 0.05 

t = -0,978 
p-value = 

0,334 
tTabel = 1,683 

Accepted 
Ho 

 
The wage / salary variable has a regression coefficient of -0,368. By using the help of 

SPSS software, t-test statistics were obtained at -0.978 with a p-value of 0.334. The t-test 
statistic value is greater than t table (-0.978 <1.683) and also p-value is greater than α = 
0.05. This test shows that Ho is accepted. So it can be concluded that the wage / salary level 
does not significantly influence the labor productivity of reinforced concrete. 

Testing the hypothesis regression coefficient wage / salary variable (X6) can be written 
in Table 8 as follows: 
 

Table 7 – Hypothesis Test for age of Variable Regression Coefficients 
 

Hypothesis Score Conclusion 
H0: β7 = 0 (age variable does not significantly influence the productivity of 
reinforced concrete labor) 
Ha: β7 ≠ 0 (age variable has a significant effect on the productivity of reinforced 
concrete labor), 
α = 0.05 

t = 3,612 
p-value = 

0,001 
tTabel = 1,683 

Accepted 
Ho 

 
The age variable has a regression coefficient of 1.484. By using the help of SPSS 

software, the tcount test statistic obtained is 3,612 with a p-value of 0,001. The t-test statistic 
value is greater than t table (3.612> 1.683) and also p-value is greater than α = 0.05. This 
test shows that Ho is rejected. So that it can be concluded that the age level of workers has a 
significant effect on the labor productivity of reinforced concrete. 

Testing the Assumption of the Regression Model. The regression model can be said 
that it fulfills the assumption of normality if the error or residual caused by the regression 
model is normally distributed. To test this assumption, the Kolmogorov-Smirnov method can 
be used, as viewed in table 9 as follows: 
 

Table 9 – Test for Normality Assumptions 
 

Test Statistics Score Information 
Kolmogorov-Smirnov Z 1,437 

Normal distribution 
p-value 0,253 

 
Based on the Kolmogorov-Smirnov Z test above, the p-value is 0.253, where the value 

is greater than α = 0.05. From the test it was shown that errors or residuals had a normal 
distribution. So it can be concluded that the assumption of error normality has been fulfilled. 
 



 

Figure

 
If the unstandardized residual

can be viewed that the plot of
shown in Figure 1. The pattern
because the plot of the pattern
in a histogram, then the errors
grouped in the middle with its
below: 

 

Figure 2

 
To detect the presence 

Inflation Factor (VIF). If the VIF
VIF <10, there is no multicollinearity
 

Table 10
 

Independent variables 
Motivation to work (X1)

Skills (X2) 
Discipline (X3) 
Education (X4) 

Experience (X5) 
Wage/salary (X6) 

Age (X7) 

 
From the results of calculations

value of VIF, it is no more than
has been fulfilled. The objectives
the same variance or not. A good
(homocedasticity). Examination
rank correlation test, which is 
error value. The test results with
in table 11 as follows: 
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Figure 1 – Plot Graph of Labor Productivity Levels 

residual value or error value is expressed in 
of the error forms a pattern that approaches

pattern in Figure 1 indicates that the error has a 
pattern forms a pattern straight line. And if the error
errors will form a normal distribution curve pattern,

its peak point at an average of 0,000 as shown

 

2 – Histogram Test for Normality Assumptions 

 or absence of multicollinearity can be viewed
VIF value is> 10, it indicates multicollinearity. And

multicollinearity as seen in table 10 as follows: 

10 – Testing for assumption of multicollinearity 

 VIF Information
(X1) 4,513 Non Multicollinearity

1,190 Non Multicollinearity
4,309 Non Multicollinearity
1,023 Non Multicollinearity
1,429 Non Multicollinearity
1,192 Non Multicollinearity
1,465 Non Multicollinearity

calculations in Table 10, each independent variable
than 10, so the assumption that multicollinearity

objectives of this testing is to test whether the regression
good regression model is a model that has 

Examination of this assumption can be conducted by using
 to examine the correlation between the predicted
with the Spearman's rank correlation method

 a PP Plot graph, it 
approaches to straight line as 

 normal distribution 
error value is grouped 

pattern, that is, the error 
shown in figure 4.2 

viewed from the Variance 
And if the opposite, 

Information 
Multicollinearity 
Multicollinearity 
Multicollinearity 
Multicollinearity 
Multicollinearity 
Multicollinearity 
Multicollinearity 

variable indicates the 
multicollinearity has not occurred 

regression model has 
 the same variance 
using the Spearman 

predicted value and the 
method can be viewed as 
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Table 11 – Testing for assumption of homoscedasticity 
 

Test Statistics Score Information 
Spearman's rank correlation 0,000 

Homocedasticity 
p-value 1,000 

 
Based on the table 11 above, Examination of this assumption can be obtained that 

coefficient of the spearman’s rank correlation, it is about 0.000 with the p-value is about 
1.000, because the p-value is greater than α = 0,05. Based of this examination can be 
concluded that the assumption of homocedasticity has been fulfilled. 

To test for autocorrelation, the Durbin-Watson test statistic is used, the results of the 
test can be view in table 12 as follows: 
 

Table 12 – Test of Assumptions for Non-Autocorrelation 
 

Coefficient d dL dU 4 - d Information 
1,391 1,224 1,882 2,118 There is no autocorrelation 

 

Source: SPSS Analysis Results. 

 
Based on Table 12 above, the Durbin-Watson coefficient is 1.391. In the Durbin-

Watson Table it is known that dL + 1,224 and dU = 1,882. From the table above it is shown 
that d> dU (1.391 <1.80) and 4 - d> dU (2.118> 1.882). So it can be concluded that there is 
autocorrelation between errors and non-autocorrelation assumptions that have been fulfilled. 

Before the equalization of the results of Researchers with the Indonesian National 
Standard 2002, the equalization of working time (working hours) and equalization of the 
composition of the work were first carried out. 
 
Table 13 – Equalization of Working time and Composition of Work between Observation Results and 

Indonesian National Standard (SNI) 2002 
 

No Type of work 
Component 

Composition of 
Adjustment Coefficient Working hours 

Composition of 
work 

I 
Research Results of Reinforced 
Concrete 

7 1 Tk : 2 Pk 1,47 

II 
Reinforced Concrete of Indonesian 
National Standard 

5 1 Tk : 1 1/2 Pk 1,20 

 

Data Source: Tjaturono (2002). 

 
Based on table 13, the equalization coefficient of the results of research with SNI 2002 

is as follows: 
The equalization of working hours for labor productivity of reinforced concrete has an 

equalization value = 5/7 = 0.714. From the results of the equalization of working hours and 
the composition of work between the results of research and Indonesian National Standard 
(SNI) 2002, the actual equivalence results can be used as a comparison between actual 
productivity based on the results of research in the field with the Indonesian National 
Standard (SNI 2002), where the equalization results can be calculated by multiplying the 
results equalizing the composition of working hours with the composition of work carried out 
with the magnitude of the actual productivity results of research in the field as follows: 
 

Work of reinforced concrete = 5 X 7 X 5,575 = 3,982 

 
Result of equalization can be viewed as in table 14 as follow: 

 
Table 14 – Result of equalization to the result of observation with Indonesian National Standard 2002 

 

No Type of Research Result of Research Result of Equalization SNI 2002 
1 Pek. Reinforced Concrete 5,575 m

3
/day 3,982 m

3
/day 2,857 m

3
/day 
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From table 14 it is known that the labor productivity of actual reinforced concrete is 
based on the results of the research and after equalization of 3.982 m3 / day, while the 2002 
SNI is 2.857 m3 / day, this shows that the actual results of labor productivity in the study are 
higher (greater) 28, 25% of the labor productivity results contained in Indonesian National 
Standard (SNI) 2002. 

The One Sample t Test is used to test whether the labor productivity of real reinforced 
concrete is different (there are differences) with the labor productivity of reinforced concrete 
in the 2002 Indonesian National Standard (SNI). The test uses the SPSS 15 software tool 
and the results obtained as shown in Table 15 are as follows: 
 

Table 15 – The result of One Sample t Test 

 
 

By using the help of SPSS software, the tcount test statistic obtained is 6.817 with a p-
value of 0.000. The value of t-test statistic is greater than t table (6.817> 1.683) and even p-
value is smaller than α = 0.05. This test shows that H0 is rejected. So that it can be 
concluded that the labor productivity of real reinforced concrete of research results are 
different from the labor productivity of reinforced concrete in the Indonesian National 
Standard (SNI) 2002. 
 

DISCUSSION OF RESULTS 
 

From the results of research in the field by using descriptive analysis, the labor 
productivity of reinforced concrete in the Office Buildings of Bontang Kuala District in 
Bontang City was 5.575 m3 / day and productivity in Indonesian National Standard (SNI) in 
2002 was 2.857 m3 / day, while labor productivity of actual reinforced concrete was based on 
research 3.982 m3 / day. It means that the labor productivity of research results in the field is 
28.25% higher than Indonesian National Standard (SNI) 2002. With this difference, where 
the productivity value of the research results is greater, the labor productivity of coefficient 
value of Indonesian National Standard (SNI) 2002 is still suitable to be used in planning 
calculations in Bontang kuala city, East Kalimantan province. 

From the F test, it is found that the Motivation to work (X1), Skills (X2), Discipline (X3), 
Education (X4), Experience (X5), Wages / Salaries (X6) and Age (X7) factors influence 
simultaneously on labor productivity reinforced concrete is 10,470. But partially the factors 
that significantly influence the labor productivity of reinforced concrete are experience factors 
(X5) with an β coefficient of 1.753 and age (X7) with an β coefficient of 1.484, while the most 
dominant factor affecting the labor productivity of reinforced concrete is the factor that has 
the highest standardized β coefficient value, namely experience (X5) with an β coefficient of 
1,753. 

Experience is a major factor for labor in producing their products. The higher the 
experience of the workforce, the greater the product will be when compared to the workforce 
having less experience in the same timeframe (eg: m3 / day). Therefore for users of labor, 
factors the experience of the workforce should be considered to get high labor productivity. 
Based on the results of one sample t test, it can be concluded that the real of labor 
productivity of reinforced concrete of the research results is different from the labor 
productivity of reinforced concrete in the Indonesian National Standard (SNI) 2002, where 
productivity is higher (greater) 28.25% than productivity SNI 2002. This research was only 
carried out with the composition of 1 artisan 2 workers. Changes in the composition of work 

One-Sample Test

6,817 47 ,000 2,71842 1,9162 3,5206
Tingkat_Produktivitas_
Tenaga_Kerja

t df Sig. (2-tailed)
Mean

Difference Lower Upper

95% Confidence
Interval of the

Difference

Test Value = 2.857
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will also change productivity (Tjaturono, 2002). Therefore, to find out the maximum 
productivity, further research is needed with other work compositions. 
 

CONCLUSION 
 

The magnitude of the average of labor productivity of reinforced concrete produced by 
the Office Buildings of Bontang Kuala District in Bontang City is 5.575 m3 / day with the 
composition of 1 handyman: 2 workers. 

The results of equalization of labor productivity of reinforced concrete is 3.982 m3 / 
day, while 2002 labor productivity of Indonesian National Standard SNI is 2.857 m3 / day so 
that the difference between real labor productivity and labor productivity of Indonesian 
National Standard (SNI) is 28.25%. 

From the F test, it is found that Motivation (X1), Skills (X2), Discipline (X3), Education 
(X4), Experience (X5), Wages / Salaries (X6) and Age (X7) factors have an effect 
simultaneously on labor productivity of reinforced concrete with a value of Fcount = 10.470> 
Ftable = 2.210. But the results of the partial t test of the factors that significantly influence the 
labor productivity of reinforced concrete are: 

 Experience factor (X5) with a tcount value = 4.255> t table = 1.683. 
 Age factor (X7) with a value of the coefficient of tcount = 3.612> t table = 1.683. 

From the results of the regression analysis, it is concluded that the most dominant 
variable on the labor productivity of reinforced concrete is experience factor (X5) with an β 
coefficient of 1.753. Experience factor is the main factor in producing a product. 
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ABSTRACT 
Specialty coffee is one form of coffee products that has developed into a niche market in the 
last five years in Indonesia. The development of the specialty coffee market starts from the 
many coffee shops that have sprung up in urban areas. This study focuses on the efficiency 
analysis of the Argopuro specialty coffee distribution channel. Argopuro as a single origin 
and new producer of specialty coffee requires a study of distribution channels that have been 
running in the past three years in order to develop efficient channels. Research location is 
located in Tlogosari Village, Sumbermalang Sub-district, Situbondo Regency. The sampling 
method is taken by non-probabling sampling by focusing on actors in each distribution 
channel. The sample consisted of 20 assisted farmers, 1 processor and 7 home roasters. 
The results of the study showed that the farmer share obtained by farmers in the Argopuro 
specialty coffee business is 36%. While the marketing strategy of each distribution chain 
actor includes; farmers (48%), processors (53%), and roastery (48%). Percentage of profit 
and cost ratio is obtained evenly between market institutions. Prossesor has a profit ratio of 
83% and costs 73%. While roastery has a profit ratio of 73% and a cost ratio of 80%. Based 
on these indicators, the Argopuro specialty coffee distribution channel is efficient in terms of 
margin share, profit share and cost share. However, the purchase price at the farmer level 
needs to be considered so that the portion of the farmer share can be increased. 
 
KEY WORDS 
Specialty coffee, efficiency, distribution channel, farmer share. 
 

The number of coffee shops that have emerged has made domestic demand of 
specialty coffee continue to grow in the last five years (AEKI 2016). Coffee consumption 
trends in urban communities are beginning to shift in the direction of quality and unique 
coffee brewing methods such as manual brewing. Consumers begin to pay attention to the 
flavors and stories of the coffee they drink, for example the origin of planting, varieties, and 
cultivating farmers. The development of the specialty coffee market is inseparable from the 
growth of association institutions that have grown to introduce specialty coffee such as SCAI 
(Specialty Coffee Association of Indonesia) and AEKI (Association of Indonesian Coffee 
Exporters). Specialty coffee with all its uniqueness grows into a niche market with specific 
segments. The developing price is no longer determined by supply and demand, but is 
determined by the quality and uniqueness of the produced flavor. The term of specialty 
coffee was first introduced by Erna Knutsen in 1980. Specialty coffee is the best quality 
coffee, processed with the right post-harvest, has a geographical indication of the planting 
location, seed moisture content is no more than 12% and cultivated with the concept of 
sustainability (Donnet 2007). 

The specialty coffee market in Indonesia has a pretty good trend. The development of 
the domestic specialty market has continue to grow since 2008 marked by the rise of coffee 
shops in urban areas and began to emerge with many specialty coffee producers from 
various highland regions in Indonesia. Consumer of specialty coffee grows by 6% -8% per 
capita per year (AEKI 2014). However, the premium prices available in specialty coffee 
products have not added much value, especially in the upstream sector. More value is 
enjoyed by downstream actors such as collectors and retailers. Marketing channels that are 
too long make the value added on the farm level still small. There are many farmers who pick 
carelessly, due to limited knowledge in conducting the harvest process with a specialty 
coffee standard, and another factor is the low value added received by farmers who process 
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specialty coffee. Therefore, it is necessary to improve the marketing channel so the farmer 
share can be better. This study was conducted to find out the actors who play a role in the 
Argopuro specialty coffee distribution channel and analyze the efficiency of distribution 
channels by focusing on farmer share analysis, revenue margin, and percentage ratio of 
profit to cost. 
 

METHODS OF RESEARCH 
 

The conceptual framework of this research was carried out using qualitative and 
quantitative approaches. Finding the role of distribution chain actors was done by descriptive 
analysis using questionnaire tools to obtain data sources. Furthermore, the marketing 
channel efficiency indicators are analyzed through quantitative methods. The quantitative 
method used focuses on farmer share analysis, marketing margins, and benefit shares and 
costs of each actor in the distribution chain. 

The research took place at Tlogosari Village, Sumbemalang Sub-district, Situbondo 
Regency, East Java. The focus of this research is Argopuro specialty coffee distribution 
chain actors consisting of 20 assisted farmers, one leader of processing institutions (Pokmas 
Walida), and 7 people who are home roasters who have used Argopuro specialty coffee in 
the past three years. 

The analysis of the loyal role of marketing actors used qualitative methods with 
descriptive analysis by collecting data through questionnaires and direct interviews with 
informants. The data taken is in the form of goods channel flow and information that occurs 
in the Argopuro specialty coffee business process. In addition, the roles of each distribution 
chain actor will be described descriptively. 

Farmer share analysis is done by quantitative methods. Kusuma et al. (2013) calculate 
farmer shares by comparing prices received by farmers with prices received by consumers 
by the formula: 
 

�� =  �� 
��

��
��  � 100% 

 
Where: Fs = part received by farmers; Pf = selling price at the farmer level (Rp/Kg); 
Pr = selling price at the consumer level (Rp/Kg). 

A distribution channel is declared efficient if it has a value of ≥ 40%, and declared 
inefficient if it has a value of ≤ 40%. 

In addition to farmer share value, the efficiency of the marketing channel is also seen 
from the size of the marketing margin. Marketing margin is the difference in prices received 
by farmers with prices paid by consumers. In this study the data used are farmer-level prices 
and marketing institutional-level prices ranging from processors, distributors, roasters to 
baristas. Referring to Mayrowani and Darwis (2009) marketing margin calculations using the 
formula: 
 

�� = �� − �� 

 
Where: Mm = marketing margin at the farm level; Pe = prices at the marketing institutional 
level; Pf = prices at the farm level. 
Meanwhile the margin in each marketing institution is calculated by comparing the purchase 
price and selling price with the formula: 
 

�� = �� − �� 

 
Where: Mm = marketing margins at each level of marketing institutions; Ps = selling prices at 
each level of the marketing institutes; Pb = purchase price at each level of the marketing 
institutes. 
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Because in the marketing margin there are two components, namely the cost 
component and the profit component of the marketing institution, so: 
 

Mm = c + Π 
Pe – Pf = c + Π 
Pf = Pe - c - Π 

 
Where: c = marketing costs; Π = marketing institute profits. 

In addition to farmer share and marketing margin, an analysis of the efficiency of the 
distribution channel can also be done by looking at the value of the profit and costs of the 
marketer institution. Kusuma et al. (2013) stated that to look at marketing efficiency 
quantitatively it can be used to analyze share costs and share of marketing profits can be 
calculated using the formula: 
 

��� =  �� 
��

Pr − ��
��  � 100% 

 

��� =  �� 
��

Pr − ��
��  � 100% 

 
Where: Ki = i-profit of the marketing institute; Bi = i-marketing costs; Ski = i-profit shares of 
the marketing institute; Sbi = i-shares of marketing costs. 

From those formula, the level of efficiency of the marketing channel can be determined 
by referring to the following criteria: 

 If the ratio of profit and cost shares in each marketer institution is evenly distributed, 
then the channel is declared efficient; 

 If the ratio of profit and cost shares in each marketer institution is uneven, then the 
channel is declared inefficient. 

 
RESULTS AND DISCUSSION 

 
Argopuro Specialty Coffee Distribution Channel. Specialty coffee as a niche market 

product requires strong integration among its distribution chain actors. The quality of 
products that are interconnected in each channel makes many specialty processors do direct 
selling with B2B consumers. In addition to maintaining the quality of sold products, short 
distribution chains make a channel more efficient. Nevertheless, an evaluation of the 
distribution channel and processors' performance is needed as a means of determining the 
quality of green beans at the level of the farm. In the specialty coffee industry the role of 
farmers and processors is very important because being the first who determines the green 
beans can be said a special standard. After that the roaster plays a role in making the flavor 
of the green beans to come out maximally. The last task was Barista as a brewer that served 
as a channel to deliver the farmer's work, processors and roastery to end consumers in the 
form of liquid coffee. 

Roastery and Barista as downstream players need constant quality of green beans and 
the existence of continuous goods. These two things are the main needs that must be met by 
farmers and processors who are on the farm level. The situation of farmers who have not 
known about specialty coffee has made the processor role as a person who can maintain the 
quality of coffee, so that the downstream players have trust in using the produced green 
beans. Processor can play a role as a farmer and some will only act as coaches and take the 
cherry from farmers. In this research Pokmas Walida as a single processor has a role as a 
coach and takes cherry from farmers who are in the coaching status. As a single player in 
Argopuro, Pokmas Walida has a strong bargaining power as a price determinant of the 
cherry produced by assisted farmers. The results of the analysis of members of the Argopuro 
specialty coffee distribution channel are as follows (Figure 1). 
 



Channel 1: 

 
 
 
 
 
 
 
 
 
 
Channel 2: 

 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 1 – Goods distribution

 
Members of the primary

components, namely: Farmers
coffee shops as consumers. In
members is more transparent.
processor and roast level, while
the form of red cherry picking.
 

Table 1 – Input and output
 

 Farmer 
Input Nursery, cultivation, 

harvesting 

Output Red Pickled Cherry 
Green Pickled Cherry 

 
Coffee farmers play the

farmers assisted by Pokmas 
when planting. While further
cooperation that is carried out
Walida at a special price higher
be in accordance to the standard
pickled with a defact tolerance
assisted farmers is 5 years. 
and September each year. Costs
assisted farmers. 

Total land area of farmers assisted by Pokmas Walida is 16 ha. The status of assisted 
farmers' land is owned by Perhutani with a 30% profit sharing for Perhutani. But practically, 
Perhutani usually directly asks for cash from Pokmas Walida. So that the assisted farmers no 
longer need to divide the harvested coffee and simply deposit it directly to Pokmas Walida. 

Assisted Farmers 

Cherry Red Pickled 
Coffee

Pokmas Walida

Green
Specialty

Where:    : Goods Flow
   : Information Flow

Assisted Farmers 

Cherry Green 
Pickled Coffee

Green
Grade 2
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distribution flow of Argopuro specialty coffee (Primary 

primary distribution channel Argopuro Specialty C
Farmers as suppliers, Pokmas Walida as Processor,

In short, this distribution channel results in price
transparent. From those three members, coffee processing

while the assisted farmers become suppliers 
. 

output of distribution channel members of Argopuro specialty

Processor Roaster 
Post-harvest 
processing, 
Sorting 

Roasting green beans
Cupping 

Green Beans 
Coffee Powder 

Roasted beans 
Liquid coffee 

the role of supplier for Pokmas Walida. At that
 Walida. These farmers are given seed and

further maintenance is assisted farmers’ charge
out is cooperation in the purchase of cherry 

higher that unassisted farmer. However, the quality
standard of Pokmas Walida. Deposited cherry coffee

tolerance of 20%. Currently the average age of coffee
 Harvesting systems are carried out periodically
Costs that come out during the harvest season

Total land area of farmers assisted by Pokmas Walida is 16 ha. The status of assisted 
Perhutani with a 30% profit sharing for Perhutani. But practically, 

Perhutani usually directly asks for cash from Pokmas Walida. So that the assisted farmers no 
longer need to divide the harvested coffee and simply deposit it directly to Pokmas Walida. 

Pokmas Walida

Green beans
Specialty

End Consumer
Roastery & 

Cafe

•Roasted Beans

•Liquid Coffee

Goods Flow 
Information Flow 

Pokmas 
Walida

Green beans
Grade 2

End ConsumerRetails and 
Distributors

•Coffee Powder

 Data 2017) 

Coffee consists of 3 
sor, and Roastery and 

price fixing between 
processing starts from the 

 of raw materials in 

specialty coffee 

eans at certain levels, 

that time there are 20 
and fertilizer facilities 

charge. The form of 
 coffee by Pokmas 

quality of cherry must 
coffee must be red 

coffee plantations of 
periodically between April 

season are borne by 

Total land area of farmers assisted by Pokmas Walida is 16 ha. The status of assisted 
Perhutani with a 30% profit sharing for Perhutani. But practically, 

Perhutani usually directly asks for cash from Pokmas Walida. So that the assisted farmers no 
longer need to divide the harvested coffee and simply deposit it directly to Pokmas Walida. 

End Consumer

End Consumer
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On average, each farmer can produce 2 to 3 tons of red pickled cherry every time they 
harvest. The quality of red pickled of assisted farmers is the initial determinant of production 
amount and the quality of the harvest in that year. 
 

Table 2 – Characteristics of Pokmas Walida assisted farmers 
 

Characteristics of assisted farmers 
Variable Indicator Total 

Land area (ha) 
<0.5 4 
0.5 - 1 11 
>1 ha 5 

Income per harvest (rp) 
< 5 million 12 
5 - 10 million 6 
> 10 million 3 

Education 

Elementary school 9 
Junior high school 1 
High school 6 
No education background 4 

 

 
Figure 2 – Argopuro productivity of assisted farmers in three years 

 
From the graph it can be seen that the quality of red pickled of assisted farmers is 

increasing from year to year. This is in line with the price of red pickled cherry which is 
increasing from Rp. 6000/kg in 2015, Rp. 6500/kg in 2016 and lastly to Rp.8000/kg in 2017. 
In 2015 the number of red pickled cherry from assisted farmers was only around 20% of the 
total harvest, in 2016 it increased around 60% of the total harvest, then in 2017 increased to 
80% of the total harvest. Another factor in improving the quality of farmers' red pickled is the 
request from the processors that standardizes the quality of red pickled at least 80% of the 
deposited cherry. In terms of price, red pickled cherry is considered more profitable because 
the price is more expensive and the weight of the contents is heavier than carelessly picked. 
Even so, the productivity of coffee by assisted farmers decreased in 2017 due to unfavorable 
weather factors. High rainfall results in many coffee flowers falling out and failing to become 
fruit. 

Pokmas Walida in the distribution chain acts of Argopuro specialty coffee as the 
processing institution and main market institution for green beans specialty grade. Red 
cherry coffee supplied from assisted farmers is processed naturally or better known as dry 
process. This process was chosen because in Tlogosari Village there was water shortage to 
process wet fermented coffee. 

Cherry coffee supplied by assisted farmers first step is sorting the defact (green seeds 
and dirt), after that the cherry coffee that passed the sorting is dried for 30-40 days to get 
14% moisture content. This drying step must be carried out with certain standards including: 
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during drying the coffee cherry should not be molded (overferment), drying should be done at 
least 1 meter above the surface of the ground or use 
no earty aroma (smell of soil) in coffee beans. The vulnerable period of this drying stage is 
15 days after picking. During this time, coffee beans must be completely free of mold. After 
the cherry coffee water content reaches 14%, the ne
process of stripping the coffee horn skin. In this process, coffee beans will be peeled and the 
output of this process is green beans. The next step is sorting green beans. For sorting 
Pokmas Walida hired the freelanc
green beans will produce 4 kinds of coffee, namely specialty grade, lanag or peaberry coffee, 
grade 2 coffee (broken huling) and defact coffee. From the four types of green beans, the 
specialty grade is on average 70% of the total weight of green beans before being sorted. 
The average weight loss and shrinkage of specialty coffee processing are estimated at 83%, 
which means to produce 1 kg of green beans specialty grade, 5 kg of red pickled cerry is 
needed. This is what causes the price of the green beans specialty grade to be far above the 
usual grade coffee. Green beans which has been sorted then packaged in PP plastic coated 
with sacks. The last step is storage in the warehouse.
 
 
 
 
 
 
 
 
 
 
 

 
Figure 3 – Flow

 
The storage of green 

palettes are needed as green
optimum conditions for 1 year.
the moisture content of coffee
the green beans, the Pokmas
technique is considered safer
so that the possibility of being
reduced. When there is order,

For one production batch
it's ready for sale. The drying
With this capacity, Pokmas Walida
people as drying staff and 20 

The price set by Pokmas
2015 the price of 1 kg green beans
and finally in 2017 rose to Rp.
quality of beans. The increase
of harvest produced decreases
the Pokmas Walida made improvements
the defect estimated at 5%. 

Roastery and coffee shop
are processed by the Pokmas
become Pokma Walida consumers.
most of Pokmas Walida products.
roastery. 

Red Pickled Cherry 
Coffee

Storage
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during drying the coffee cherry should not be molded (overferment), drying should be done at 
least 1 meter above the surface of the ground or use anjang and para-para
no earty aroma (smell of soil) in coffee beans. The vulnerable period of this drying stage is 
15 days after picking. During this time, coffee beans must be completely free of mold. After 
the cherry coffee water content reaches 14%, the next step is the Dry-hull process or the 
process of stripping the coffee horn skin. In this process, coffee beans will be peeled and the 
output of this process is green beans. The next step is sorting green beans. For sorting 
Pokmas Walida hired the freelancers with a wage of Rp. 2500/kg. The process of sorting 
green beans will produce 4 kinds of coffee, namely specialty grade, lanag or peaberry coffee, 
grade 2 coffee (broken huling) and defact coffee. From the four types of green beans, the 

s on average 70% of the total weight of green beans before being sorted. 
The average weight loss and shrinkage of specialty coffee processing are estimated at 83%, 
which means to produce 1 kg of green beans specialty grade, 5 kg of red pickled cerry is 

ded. This is what causes the price of the green beans specialty grade to be far above the 
usual grade coffee. Green beans which has been sorted then packaged in PP plastic coated 
with sacks. The last step is storage in the warehouse. 

Flow of natural process of cherry coffee to green beans

 beans should not touch directly to the warehouse
green beans sacks. With proper storage, green beans

year. Humidity and room temperature need to be
coffee beans does not rise. To minimize the decline

 Walida chooses to store coffee in the form of
safer because the coffee beans are still intact in 
being attacked by pests and a decrease in water

order, the dry hull stage and advanced sorting will 
batch, it takes an average of 40 days to process

drying cotton that Pokmas Walida currently has is
Walida employed 10 people as wet cherry sorting
 people as freelancer in green beans sorting. 

Pokmas Walida to the retail market has increased 
beans Argopuro was Rp. 90,000/kg then rose

Rp. 100,000/kg. This increasing price is because
increase in green beans in 2017 is very significant because
decreases so that the cost needed is slightly increased.

improvements in the sorting process by pressing

shops are the main consumers of Argopuro coffee
Pokmas Walida. Currently there are at least 70 coffee

consumers. From 70 coffee shops, only 7 home
products. The rest is a cafa shop that buys roasted
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Defact Sorting Drying

Dry Huller 

Green Beans 
SortingPackaging

during drying the coffee cherry should not be molded (overferment), drying should be done at 
para so that there is 

no earty aroma (smell of soil) in coffee beans. The vulnerable period of this drying stage is 
15 days after picking. During this time, coffee beans must be completely free of mold. After 

hull process or the 
process of stripping the coffee horn skin. In this process, coffee beans will be peeled and the 
output of this process is green beans. The next step is sorting green beans. For sorting 

ers with a wage of Rp. 2500/kg. The process of sorting 
green beans will produce 4 kinds of coffee, namely specialty grade, lanag or peaberry coffee, 
grade 2 coffee (broken huling) and defact coffee. From the four types of green beans, the 

s on average 70% of the total weight of green beans before being sorted. 
The average weight loss and shrinkage of specialty coffee processing are estimated at 83%, 
which means to produce 1 kg of green beans specialty grade, 5 kg of red pickled cerry is 

ded. This is what causes the price of the green beans specialty grade to be far above the 
usual grade coffee. Green beans which has been sorted then packaged in PP plastic coated 

beans 
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At the roastery level, coffee beans purchased from Pokmas Walida will be roasted at a 
certain level so that the desired flavor can come out perfectly. On average, roastery buys 
Argopuro green beans, which is estimated at 60-300 kg per month with an online purchasing 
system through Instagram and Whatsapp. The distribution system is carried out by transfer 
to the Pokmas Walida bank account. Transactions with prices set by the Pokmas Walida are 
green beans prices excluding shipping costs, so shipping costs are borne by the roastery. 
The shipping service used is PT. Pos Indonesia and Dakota. In addition, shipping services 
with ESL are also often carried out. Of the three delivery services Dakota is the cheapest 
expedition for transportation on Java Island. Shipping costs for one shipping batch are an 
average of Rp. 5000/kg. However, even though the shipping cost is cheap, usually it will be 
received up to 7 days. But this is not a problem considering the product that shipped is a raw 
material that put up with rottenness. Costs incurred by roastery in one production process (1 
kg roasted beans) an average of Rp. 143,000. The selling price ranges between Rp. 260,000 
to 285,000 per kg roasted beans. Most roastery will sell their products to coffee shops, 
hotels, and coffee lover. 

In addition to the roasting process, the coffee roastery will be tested for flavor, known 
as the cupping process. In this stage, roasted beans will be calibrated starting from the 
flavor, acidity and natural sweetness of the coffee. The three indicators will later be 
elaborated and become a reference for recommendations and education for coffee 
consumers. 

Members of the distribution chain for channel 2 which is coffee from assisted farmers 
with stringed quality picking (80% Green) consisting of assisted farmers as suppliers of raw 
materials in the form of green picking, Pokmas Walida as processing agencies, Retail and 
Distributors as marketers and end consumers. 

In this channel the raw material comes from assisted farmers who do knit picking. Raw 
material for knitting must be done by sorting cherry so that it can be included in the specialty 
grade. The average green coffee found in raw materials deposited by assisted farmers is 
estimated at 20% in 2017. This figure is far better than the previous year which reached 50% 
to 80%. Green Cherry which is not included in the specialty grade is processed by Pokmas 
Walida naturally. The post-harvest process carried out by Pokmas Walida for green cherry 
coffee is not much different from the red pickled cherry coffee. The difference is in the green 
pickled coffee Walida Pokmas conduct a further process by roasting green beans 
traditionally. The output of processing carried out by Pokmas Walida is packaged coffee 
powder which is marketed to local retailers and distributors. The sale of coffee powder is not 
too broad and is only limited in Sumbermalang sub-district. This is because the availability of 
green coffee cannot be standarized considering the main purpose of coffee production is in 
the specialty grade which is made from raw red cherry coffee. 

Some assisted farmers who do knit picking themselves sort the beans before 
depositing them to the Pokmas Walida. The farming costs incurred by farmers for picking 
knits are Rp. 2,500/kg. The green pickled coffee yield is slightly lower than red pickled coffee. 
For green coffee the yield is 40%. Knit picking has lower farming costs than selective picking. 
But the price set by Pokmas Walida is much lower. The price of green pickled coffee is Rp. 
4,000/kg. Most assisted farmer made reasonable excuse that they don’t have enough time 
and energy to do red picking. 

The raw material for knit picking deposited by the farmers then processed by Pokmas 
Walida to become green beans. The process carried out is the same as the processing of the 
specialty grade coffee which is the dry process or the natural process. Knit pickled coffee dry 
faster than red cherry coffee. If it usually takes 40 days for post-harvest processing, then knit 
picking coffee is only 25 days on average. In knit picking coffee additional processing is also 
carried out, namely the roasting process. The output of this process is packaged coffee 
powder. This coffee then distributed to retail stores around Sumbermalang Sub-district. The 
coffee is packaged in 1 kg weight. The price for 1kg of coffee powder is Rp. 75,000. 

Coffee powder which is processed by Pokmas Walida is distributed to retail stores. The 
retail store will repackaging with 100gr packaging. The selling price is Rp. 10,000/package. 
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The sales system for Pokmas Walida with retail stores is carried out with a deposit system. 
Payment is made every time the store take repeat order. 

Analysis of Farmer share, Marketing Margin and Efficiency. Farmer share is a 
comparison between the price received by the assisted farmer and the selling price obtained 
by the market institutions (prossesor). Farmer shares are expressed as percentages and 
have a negative relationship with marketing margins received by marketers. A distribution 
channel is said to be effective if the farmer share is higher than the marketing margin. The 
results of the calculation of the farmer share in the last 3 years are as follows: 
 

Table 3 – Farmer share channel 2 
 

Year Prices at the farmer level *Wet spindle Price at the processor level *Coffee powder farmer share 
2015 16000 75000 21% 
2016 16000 75000 21% 
2017 16000 75000 21% 
Average 16000 75000 21% 

 
Table 4 – Profit percentage of Argopuro coffee distribution channel 

 

Distribution Members Cost (Rp./Kg Green Beans) Percentage of Profit 
 Channel 1 Channel 2 Channel 1 Channel 2 
Farmer 
Fertilizer 
Pesticide 
Manpower 
Selling price 
Profit 

 
9.538 
525 
7.825 
34.167 
16.279 

 
9.538 
525 
2.286 
16.000 
3.651 

48% 23% 

Processor 
Raw Material Purchasing 
Cherries Sorting 
Hulling 
GB Sorting 
Drying 
Roasting 
Depreciation of tools 
Packaging 
Selling price 
Profit 

 
34.167 
500 
4.000 
2.500 
450 
- 
2.667 
45 
95.000 
50.671 

 
20.000 
- 
4.000 
- 
325 
20.000 
- 
7.545 
75.000 
23.130 

53% 31% 

Retail 
Raw Material Purchasing 
Packaging 
Selling price 
Profit 

  
75.000 
5.000 
100.000 
15.000 

 15% 

Roastery 
Raw Material Purchasing 
Gas 
Electricity 
Manpower 
Maintenance 
Packaging 
Selling price 
Profit 

 
95.000 
4.929 
5.757 
26.143 
4.553 
3.929 
272.857 
130.547 

 48%  

 
From the estimation of the farmer share for the last 3 years the percentage of farmer 

shares has increased from year to year as the price of cherry coffee has been increased by 
the Pokmas Walida to assisted farmers. Based on the farmer share size in each year, on the 
first channel (Table 5) in 2017 farmers’ farmer share are said to be effective because they 
have a figure of ≥40% (Downey and Erickson 1992). Meanwhile for the second channel, the 
farmer share received by farmers is much smaller than the first channel. On the second 
channel farmers only get a farmer share of 21%. This shows that the second channel is not 
efficient. 

From the size of the farmer share, an effective channel can also be seen from the 
percentage of profits that are evenly distributed in each component of the marketing channel. 
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Value of profit is calculated from the selling price of a distribution institution minus production 
costs. In this researh the results of estimating profits from Argopuro coffee marketers are as 
follows in Table 5. 

Based on the estimation of the percentage of profits, it can be seen that the percentage 
of farmers on the first channel is 48%, processor 53%, and roastery is 48%. The amount of 
profit obtained by the processor is greater than roastery. Processor gains 53% while roastery 
is 48%. The percentage of profits obtained by roastery is slightly smaller due to equipment 
investment that is far greater than the processor. Besides that, selling prices at the roastery 
level are very sensitive to the speed at which goods are sold, because the level of 
competition at the roastery level is higher than the processor. 

In terms of profit, the value of each component is quite even so that the first distribution 
channel is efficient. But the farmer share value obtained by farmers is still not very good. The 
assisted farmers need further management of the sold raw materials, especially on the 
quality of the production of red pickled in order to increase the price of raw materials. 

While on the second channel, farmers get a profit of 23%, processor 31% and retail by 
15%. The percentage of profits on the second channel has a value that is too far and uneven 
so that it can be said that channel 2 isn’t efficient. The size of the farmer share is also below 
40%, which is only 21%. From the results of the estimation, farmers will benefit from 
selective picking rather than carelessly picking. The price of green pickled cherry is so low 
that the farmer share received by farmers is small. Processing institutions who determines 
the prices should conduct training and direct the farmers to selective picking so that farmer 
share of farmers can be better. 

Determination of the efficiency of the marketing channel can also be accessed through 
a comparison of the share of profits and costs incurred by each market institution in the 
distribution channel. In this research the results of the calculation of the percentage of profits 
and costs of each marketer's institution are as follows: 
 

Table 5 – Profit ratio and market institutions cost of Argopuro 
 

Chain Members Ski Sbi 
Channel 1 Channel 2 Channel 1 Channel 2 

Prosessor 83% 39% 73% 88% 
Roastery 73% - 80% - 
Retail  60%  340% 

 
Based on the calculation of the profit shares and costs obtained by marketers, the 

processors get a share of profits of 83% and share costs by 73%. While roastery has a profit 
share of 73% and share costs of 80%. The comparison between the profit and cost share of 
the two marketing institutions can be equal, so that the marketing channels that occur is 
efficient. A processor profit share is greater than the roastery profit share because the 
processors as the sole producer of Argopuro green beans specialty have greater freedom of 
determine the price than roastery. While the share of costs incurred by roastery is greater 
because of the high value of tool investment and pricing that is sensitive to the speed of 
sales, given the large number of roasteries located in the same area. In addition, items at the 
roastery level have perishable properties, Roasted beans have a 2-month expiration period, 
if the beans are more than two months taste and the aroma will decrease. 

On channel 2, the processor has a profit share of 39% and the share of costs is 88%. 
While retail has a share of profits of 60% and share costs of 340%. Comparison between 
profit share and cost share of both marketer institutions is not equal and too far in value so 
that on channel 2, distribution does not run efficiently. 
 

CONCLUSION AND SUGGESTIONS 
 

Argopuro specialty coffee distribution channel consists of farmers who play the role of 
red cherry suppliers, Pokmas Walida acts as a producer of greenbeans specialty grade, and 
roastery as Consumer B2B. 
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Based on the farmer share analysis, the average yield for the last 3 years was 36%, 
this indicates that Argopuro specialty coffee marketing channel is not yet efficient. But the 
value of the farmer share in 2017 has reached an efficient rate of 40%. 

Analysis of marketing margins and marketing margin ratio to costs shows that 
marketing margins at the processor level are higher than other marketing channel members. 
But overall the percentage of marketing margins is evenly distributed so that the distribution 
channel is efficient. 

Pokmas Walida, which acts as a producer and market institution at the farmer level 
needs to pay attention to the purchase price of raw materials from assisted farmers so that 
the farmer share can increase and the distribution channel is more efficient. 
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ABSTRACT 
The construction of the Kayu Agung-Palembang-Betung (abbreviated as Kapal Betung) toll 
road has an impact on changes in the income of rice farmers. The aim of this research was 
to analyze the changes of farmers’ income after converting their non-tidal swamp land to toll 
road. The research method used in this study is the survey method. In this study the random 
sampling method used by incidentally. The samples were 60 persons. There was a change 
in farmers' income before and after converting their rice fields. The livelihoods of post-
conversion farmers also experience an increase in the variety of occupations. Even though 
the value of farmers' income after conversion of paddy fields has increased; but this condition 
needs special attention for policy makers, because of the decreasing number of farmers who 
will have an impact on national food sovereignty. 
 
KEY WORDS 
Farmers’ income change, conversion, non-tidal swamp land, farmer. 
 

Land is a very important resource for farmers in conducting farming activities. Large 
land will further increase the hopes of farmers to live properly. As the population increases, 
the existence of land, especially agricultural land, is increasingly threatened. The demand for 
land for development is so strong, while the land area is not increasing or limited. So far, 
agricultural land has a low land value compared to the allocation of non-agricultural land, 
consequently agricultural land will continuously experience land conversion to non-
agricultural. Even though agricultural land (rice fields) besides having economic value as a 
buffer for food needs, also ecological functions such as regulating the water system, 
absorption of carbon in the air and so on (Dewi & Rudiarto, 2013) 

The population of Indonesia every year experiences positive growth 
(https://data.worldbank.org). The growth rate is always positive almost every year, such as in 
2016 amounting to 1.13% and 2017 at 1.09%, and data shows a population increase of 
325,488 people between 2014 and 2017 in the Province of South Sumatra, it meaning that 
the Province of South Sumatra is an area that has increased. Ogan Komering Ilir Regency is 
the largest regency in its territory, with an area of 18,359.04 km² or around 20,044% of the 
total area of the entire Province of South Sumatra showing an increase in the population in 
the area during the period 2014 to 2017, which amounted to 32,940 people. The following 
table shows the amount of population growth per year by the South Sumatra Provincial 
Statistics Agency in 2018 in each regency/city in South Sumatra. 

The development of human life always demands that things become easier and faster, 
from various aspects, starting from information technology and infrastructure, both of which 
require continuous development to provide convenience for each individual, especially in 
terms of travel time. Infrastructure development is a development that can be seen in real or 
material terms. The existence of a development carried out has an influence on aspects of 
life that exist within the community. Infrastructure development in particular, has more 
influence on socio-economic conditions that make a region and its population more 
developed (Dewi, Kastolani, & Eridiana, 2016). 

The construction of road infrastructure is one of the main priorities in the Indonesian 
government agenda regulated in the 2015-2019 Directorate of Land Transportation 
Directorate General of Land Transportation, which explains that the purpose of transportation 
development in general is to improve transportation services in an efficient, effective, reliable, 
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quality and safe at affordable prices. Infrastructure is a major need to support the activities of 
the region and the city so that the public sector and the private sector can run well. In 
addition, it is an effort to offset the growth in the number of vehicles due to the increasing 
population growth (Laras & Mei, 2017). 

Currently on the island of Sumatra the government plans to build a toll road 
megaproject that will connect Aceh to Lampung. In South Sumatra Province itself is planned 
to build eight toll roads with a total length of 810 kilometers. With details of the Pematang 
Panggang-Kayu Agung toll road 85 kilometers, Kayu Agung-Palembang-Betung 112 
kilometers, Betung-Tempino-Jambi 191 kilometers, Palembang-TAA 70 kilometers, Lubuk 
Linggau-Curup-Bengkulu 95 kilometers, Muara Enim-Lubuk Linggau 125 kilometers , 
Indralaya-Muara Enim 110 kilometers, and Palembang-Indralaya 22 kilometers. Of the eight 
projects, only three have entered the development stage where one of them has been 
operating, namely the Palembang-Indralaya Toll Road or Palindra1. 

Kayu Agung-Palembang-Betung (abbreviated as Kapal Betung) Toll Road is a toll road 
that stretches for 112 kilometers which will connect the city of Kayu Agung with Palembang 
to Betung Banyuasin district, South Sumatra Province. Construction of this toll road began in 
2016 and is expected to be completed in 2019. The construction of this toll road has resulted 
in land acquisition in Kayu Agung City and its surroundings, especially in Arisan Buntal 
Village, Kayu Agung Sub-District, Ogan Komering Ilir Regency. In this village hundreds of 
hectares of paddy fields were sacrificed for the implementation of toll road construction, this 
resulted in changes in the livelihoods of the people in this village due to land acquisition that 
occurred. In addition, indirectly the construction of this toll road will result in a reduction in 
agricultural land in South Sumatra generally. 

The Ministry of Agrarian and Spatial Planning/National Land Agency efforts to control 
the conversion of agricultural land to non-agricultural food crops effectively in Law No. 41 of 
2009 concerning the Protection of Sustainable Food Agricultural Land (PLP2B) and its 
Supporting Government Regulations. But the fact is that the conversion of agricultural land to 
non-agriculture continues. This is a future challenge for the sustainability of agricultural 
production in realizing food security. The means of protection given to farmers starting from 
the upstream to downstream processes and trading systems must be considered and further 
developed (https://www.atrbpn.go.id). Farmers whose land is included in land acquisition for 
toll road development do not all want their land to be compensated by the developer. The 
development of infrastructure that benefits many people has made farmers have to give up 
their land. Farmers' perceptions of the construction of toll road projects are influenced by 
both inside and outside the farmers. Farmers whose land is automatically converted also 
lose their jobs, with the compensation received making farmers have new jobs switching to 
non-agriculture. Even though there are also farmers who use substitute products to buy land 
in other places to still be able to farm. Indirectly this affects the income level of farmer 
households. 

Based on the background of the construction of the Kapal Betung Toll Road which 
requires land acquisition so that it can have an impact on the farming community, further 
research can be conducted on how changes in the level of welfare of farmers based on 
income before and after the construction of the Kapal Betung Toll Road. 
 

METHODS OF RESEARCH 
 

This research was conducted in Arisan Buntal Village which is precisely located in 
Ogan Komering Ilir District and Kayu Agung District. This research was conducted in October 
2018 to completion. This location was determined purposively because the construction of 
the Kapal Betung toll road passed through the village. There were many farmers whose 
fields were affected by toll road construction in this village. 

The research method used in this study is the survey method. The survey method is 
one method in social research. Survey research is a study using the same structured 

                                                           
1
 Sumatera Ekspres newspaper. October 16, 2018. Five Tolls Stagnate. 
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questions in each person, and then all answers obtained from each respondent are recorded, 
processed, and analyzed. 

In this study the random sampling method used by incidentally. The reason for this 
sample technique is because the sampling members were obtained through the village 
head's data about farmers whose was converted their land and then found by the researcher 
incidentally, whom could be met at the time when the researcher were collecting the primary 
data. The samples were 60 persons. 

The data used in this study are primary data and secondary data. Primary data 
obtained by data collection through questionnaires obtained directly through interviews and 
discussions with respondents, while secondary data is data obtained from various literature, 
theories, opinions of experts, the Central Statistics Agency (BPS), etc. 

To answer the purpose of this study using paired T-test and data processed using 
Microsoft Excel 2016 and IBM SPSS Statistics 25. Paired Sample T-Test or paired t_test test 
is part of parametric statistics used to find out whether there are differences in the average of 
two samples in pairs or the same sample but have two data. In this case, there is a change in 
household income received by farmers after the acquisition of agricultural land for the Kapal 
Betung Toll Road. The hypotheses and rules of decision can be written as follows: 

Ho: There was no difference in income of farmer households before and after 
converting their non-tidal swamp land. 

Ha: There was a difference in income of farmer households before and after converting 
their non-tidal swamp land. 

Value of sig (2-tailed)> ɑ then accept Ho. 
Value of Sig (2-tailed) value ≤ ɑ then reject Ho. 
Accept Ho means that the household income of the farmer before the land acquisition 

process is not significantly different from the household income after land acquisition. 
Reject Ho means that the household income of the farmer before the land acquisition 

process is significantly different from the area of farmer's land ownership after land 
acquisition. 
 

RESULTS AND DISCUSSION 
 

Characteristics of respondents of paddy farmers affected by conversion of their land to 
Kapal Betung toll road in Arisan Buntal Village descriptively include: (1) age, (2) education, 
(3) land area and land status, (4) number of dependents, and (5) several of works. 

Respondents taken in this study had very varied ages, ranging from age 25 to 85 years 
and above. Based on the table below, it can be seen that the respondents who carry out rice 
farming activities in Arisan Buntal Village Kayuagung Subdistrict, Ogan Komering Ilir 
Regency are mostly in the age group of 46 to 65 years as many as 30 people or 50 percent 
and belong to the productive age group, while the highest age group the second is the age 
group of 25 to 45 years as many as 24 people or 40 percent. While the age group of 
respondents is no longer productive, because the older the age of farmers, the lower the 
performance of farmers is in the age group of 66 to 85 as many as 6 people or 10 percent of 
all respondents totaling 60 people. 
 

Table 1 – Age Distribution of Respondents of Rice Farmers 
 

No Age Class Interval Number of People Percentage (%) 

1. 25 – 45 24 40,00 
2. 46 – 65 30 50,00 
3. 66 – 85 6 10,00 

 Total 60 100,00 

 
The education level of a farmer affects the way decisions are made or a problem in his 

activities, not only in terms of farming education, it will also influence the farmers' strategy in 
dealing with things. In this case the education level of the respondents in Arisan Buntal 
Village has an education level starting from non-school, graduating from elementary school 
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(SD) graduating from junior high school (SMP), graduating from high school (SMA) and 
Diploma (D2). Based on the table below, the education level of respondents is still relatively 
low; the highest level of education is as many as 33 people with a percentage of 55 percent. 
Then followed by 14 junior high school education with a percentage of 23 percent, followed 
by high school, diploma and graduate education with details of 9 high school students, 1 
Diploma 2 and 1 Bachelor with a percentage of 18 percent and no school as much as 2 
people with a percentage of 4 percent of all respondents totaling 60 people. 
 

Table 2 – Farmers’ Education Distribution 
 

No Farmers’ Level of Education Number of People Persentage (%) 

1. No school 2 4,00 
2. Elementary school 33 55,00 
3. Junior high school 14 23,00 
 High School and College 11 18,00 

 Total 60 100,00 

 
The area of land is the total land owned by the farmer which is used as a source of 

farmer's livelihood and ownership status of his own land or rent. The area cultivated by 
respondents in Arisan Buntal Village Kayuagung Subdistrict is in the range of 0.5 hectares to 
10 hectares. Based on the table below, it is known that the area of land owned by the 
respondents is the largest area of land is lahan 1 hectare, which is 72 people with a 
percentage of 72 percent. Then followed by land area of 1 ˃ - ≤ 2 hectares, amounting to 9 
people with a percentage of 15 percent and farmer's land area> 2 - 3 hectares, amounting to 
6 people with a percentage of 10 percent and> 3 hectares totaling 2 people with a 
percentage of 3 percent. 
 

Table 3 – Land area 
 

No Area of Farmer's Land (Ha) Number of people Persentage (%) 

1. ≤ 1 43 72,00 
2. 1 ˃ - ≤ 2 9 15,00 
3. > 2 - ≤ 3 6 10,00 
4. > 3 2 3,00 

 Total 6 100,00 

 
With the land area owned by the respondent which is a private property or in other 

words the land ownership status is their own. In this case the respondents use land that they 
have to do farming that will generate income for the respondents who will be very useful to 
meet the needs ranging from clothing, shelter and food. Based on the table below, it is 
known that the land status used by respondents in Arisan Buntal Village, Ogan Komering Ilir 
Regency, is private or self-owned land, which amounts to 100 percent. This means that the 
status of the respondent's land in Arisan Buntal Village, Kayuagung Subdistrict, Ogan 
Komering Ilir District, in this study is self-owned land. 
 

Table 4 – Land Status 
 

No. Farmer's Land Status Number of People Persentage (%) 

1. One's own 60 100,00 

 Total 60 100,00 

 
The number of respondent's family members is the total number of people who enter 

one blood where these family members are people who are dependent on the head of the 
family and in one house which in this case includes children, wives, and brothers who are 
borne by the farmer for example. Based on the table below, it is known that the number of 
family members of respondents in Arisan Buntal Village, namely respondents have families 
or dependents between 5 to 6, amounting to 13 farmers with a percentage of 22 percent, 
while respondents who have dependents 3 to 4 are 25 people with a percentage of 42 
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percent and respondents who have 1 to 2 dependents number 22 people with a percentage 
of 36 percent. 
 

Table 5 – Number of Respondents' Dependents 
 

No Number of Farmers’ Family Members Number of People Persentage (%) 

1. 1-2 22 36,00 
2. 3-4 25 42,00 
3. 5-6 13 22,00 

 Total 6 100,00 

 
Based on the table below, it can be seen that the respondent's work in Arisan Buntal 

Village Kayuagung Sub-District before the construction of the toll road was dominated by 
farmers with 54 people or 88 percent, then civil servants as many as 3 people or 5 percent 
and traders as many as 2 or 3 percent and Labor and Security respectively 1 person or 2 
percent of the entire population. 
 

Table 6 – Occupation of Respondents in Arisan Buntal Village before Development 
 

No Livelihood Number of people Persentage (%) 

1. Farmer 54 88,00 
2. Civil servants 3 5,00 
3. Traders 2 3,00 
4. Laborer 1 2,00 
5. Security 1 2,00 

 Total 60 100,00 

 
Based on the table below it is known that the types of work of Respondents in Arisan 

Buntal Village Kayuagung Subdistrict, Ogan Komering Ilir Regency increased which initially 
only 5 to 12 kinds or 7 new types of work, namely drivers, wooden shifters, fishermen, 
mechanics, motorcycle taxis, oil palm employees, and chicken farmers . Farmers (not 
working) as many as 20 people with a percentage of 33 percent, 3 civil servants with a 
percentage of 5 percent, Padagang as many as 7 people with a percentage of 11 percent, 
Labor as many as 11 people with a percentage of 18 percent, Security as many as 3 percent, 
Driver as many as 3 people with a percentage of 5 percent, wooden swabs as much as 1 
person with a percentage of 2 percent, fishermen as many as 7 people with a percentage of 
12 percent, mechanics as many as 1 person with a percentage of 2 percent, ojek as many as 
1 percent with a percentage of 3 percent, and chicken farmers as much as 1 person with a 
percentage of 2 percent. 
 

Table 7 – Occupation of Respondents in Arisan Buntal Village after Development 
 

No Livelihood Number of people Persentage (%) 

1. Farmer (Not Working) 20 33,00 
2. Civil Servants 3 5,00 
3. Traders 7 11,00 
4. Laborer 11 18,00 
5. Security 3 5,00 
6. Driver 3 5,00 
7. Wood Slider 1 2,00 
8. Fisherman 7 12,00 
9. Mechanic 1 2,00 
10. Taxibike 1 2,00 
11. Palm Employees 2 3,00 
12. Chicken Farmer 1 2,00 

 Total 60 100,00 

 
Impact of Paddy Field Conversion on Changes in Farmers’ Income. Based on the 

results of interviews, the majority of farmers in Arisan Buntal Village experienced crop 
failures and crop failures since the last 5-6 years due to paddy fields that were always 
flooded. This was made worse by the construction of the Kapal Betung toll road (Figure 1). 
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Based on (Sjarkowi, 2014), it is known that there are three main factors that result in 
changes in surface water behavior and also the volume of runoff water, namely: (1) Road 
facilities are constructed with a position to divide the swamp which causes the direction of 
runoff to be blocked; (2) The canal facilities and road network within the plantation 
concession are increasingly fully developed; and (3) Increasingly densely populated facilities 
for settlements and permanent walls built on hoarding land. This condition is exacerbated by 
the construction of toll roads with minimal 'sodetan' / artificial canals, so that paddy fields 
around the toll road are increasingly inundated. 
 

 
 

Figure 1 – Construction of the Kapal Betung toll road and flooded rice fields 

 
Conversion of paddy fields has a negative impact on the decline in income sourced 

from rice farming (Table 3.8). Based on the table below, it is known that the average income 
of farmers affected by land acquisition originating from rice farming is higher than the income 
of rice farming after converting part or all of their rice fields. Revenues sourced from outside 
the farm have increased. This is reasonable because rationally farmers will look for other 
jobs to meet their family's needs. Farmers already have a fairly good institution, especially in 
selling their crops. This is consistent with the research of (Husin, Yulius, Adriani, & Antoni, 
2017) which concludes that farmers involved in institutions have more high income than 
when they are not incorporated into an institution. 
 

Table 8 – Average Household Income 
 

No Source of Income Prior Income After Income 

1. Farming Rp 16,227,781.00 Rp 11,726,075.00 
2. Overseas Farming Rp 31,416,000.00 Rp 43,155,676.00 

 Total Rp 47,643,781.00 Rp 54,881,751.00 

 
To test whether there is a difference between income before and after conversion of 

paddy fields, a t-test is carried out as the results are summarized in Table 3.9. Based on 

these results, the value of t arithmetic is -2,122 t and the value of t table is 0.05 (2-sided) of 
1,677. The value of t count> t table, then the decision criterion is Reject Ho, which means 
there is a difference between the income of farmers before and after converting their paddy 
fields. Besides being seen from the value of t, the significance level of 0.038 5 0.05 can also 
be used as an indicator to deduce the decision criteria. This means that there is a difference 
between the total income of former landowners before and after the conversion of paddy 
fields. This condition is in accordance with the facts in the field which shows the more varied 
types of work after converting paddy fields as shown in Table 3.7. Even though the income of 
farmers after conversion of paddy fields has increased; but this condition needs special 
attention for policy makers, because of the decreasing number of farmers who will have an 
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impact on national food sovereignty. The condition of the swampy land in Ogan Komering Ilir 
has experienced many technical obstacles, so that various strategies need to be improved in 
developing innovative services and businesses (Sitepu, Sjarkowi, Yunita, & Sari, 2018)). The 
government must make efforts to overcome the technical obstacles faced by farmers, also 
implement innovative policies in an effort to increase income the farmer. 
 

Table 9 – T-Test Results 
 

n/n 

Paired Differences 

t df 
Sig. 
(2-

tailed) 
Mean Std. Deviation 

Std. Error 
Mean 

95% Confidence Interval of the 
Difference 

Lower Upper 

Pair 
1 

Prior 
Income-

After 
Income 

-14277824.23850 52122156.07108 6728941.41439 -27742404.90812 -813243.56888 -2.122 59 .038 

 
CONCLUSION AND SUGGESTIONS 

 
The construction of the Kapal Betung toll road has an negative impact on changes in 

the income of rice farmers. There was a change in farmers' income before and after 
converting their rice fields. The livelihoods of post-conversion farmers also experience an 
increase in the variety of occupations. Even though the value of farmers' income after 
conversion of paddy fields has increased; but this condition needs special attention for policy 
makers, because of the decreasing number of farmers who will have an impact on national 
food sovereignty. The government must make efforts to overcome the technical obstacles 
faced by farmers, also implement innovative policies in an effort to increase income the 
farmer. 
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ABSTRACT 
The purpose of this research is to analyze the effect of celebrity endorsement to perceived 
value on Instagram and to analyze the effect of perceived value to purchase intention on 
Instagram. The method used in this research was cross sectional design. The data obtained 
was processed using quantitative approach and carried out by online survey methods to 
respondents. Data obtained were processed using SEM (Structural Equation Modeling) 
through AMOS 22 software. The finding revealed celebrity endorsement influenced 
significantly positive to perceived value [t count (9.22) > t table (1.96)] and perceived value 
influenced significantly positive to purchase intention [t count (10.48) > t table (1.96)]. 
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Celebrity endorsement, Instagram, perceived value, purchase intention. 
 

Indonesia is the third most populous country in the world in which the citizens use 
internet every day. According to APJII (2016), the total of internet users in Indonesia had 
reached 51.7 percent of the population in Indonesia in 2016. Based on the Press Release 
no. 53 of 2018, the total of internet users in Indonesia in 2017 had reached 54.6 percent of 
the population in Indonesia. This indicated there was a huge increase from 2016 to 2017. 

Internet users have several age groups. According to APJII (2017), internet users in 
Indonesia in 2017 were divided into some groups, such as people in the age group of 13-18 
years (16.68%), 19-34 years (49.52%), 35-54 years (29.55)%), and above 54 years (4.24%). 
The biggest internet users belong to the age group of 19-34 years old which included in the 
millennial generation. An example of internet is social media. According to APJII (2017), 
social media often used in Indonesia is Instagram (82%), Facebook (66%) and Path (49%). 

Instagram was originally a social media used to share photos. As the time goes by, 
Instagram can be used for business. According to Central Jakarta (2016), there is an 
increase in the number of sellers on Instagram from past to present. This has led to business 
competition on Instagram. 

Sellers must be able to promote their products well in order to be able to survive on 
Instagram. The trick is to use the services of celebrity endorsement. In this way it can 
generate purchase intention in each consumer. This study aims to analyze the influence of 
celebrity endorsement on purchase intention. 
 

LITERATURE REVIEW 
 

According to Sumarwan (2011), consumer decision process in buying and consuming 
goods and services consist of needs recognition, information seeking, alternative 
evaluations, purchases, and customer satisfaction. According to Sumarwan (2011), the 
factors that can influence consumer decision processes are marketing strategies, individual 
differences, and environmental factors. 

According to Spry et al. (2011), a celebrity endorsement is an effective promotional tool 
for product marketing. According to Rossiter and Percy (1997), the dimensions of celebrity 
endorsement are: 

1. Visibility is the popularity of celebrities; 
2. Credibility is the expertise that celebrities have about the knowledge of a product 

that will be advertised and the ability of celebrities to give confidence to consumers; 

mailto:febinatalithadradjat@gmail.com


RJOAS, 1(85), January 2019 

264 

3. Attraction is the preferred level (likeability) and the level of similarity with the 
personality desired by the product user (similarity) where both cannot be separated and must 
be side by side; 

4. Power is the ability of celebrities to attract consumers to buy a product. 
According to Lai (2004), perceived value is an overall benefits assessment of products 

they receive and provide. According to McDoughall and Levesque (2000), perceived value is 
the difference between the benefits obtained and sacrificed costs. 

According to Gefen et al. (2003), buying interest is a situation where consumers are 
able and intend to be involved in online transactions. According to Puspita (2018), the 
process of buying interest starts from the emergence of the need for a product to be 
continued by processing information to evaluate the product. 
 

METHODS OF RESEARCH 
 

This research used cross sectional design method with the quantitative approach is 
carried out by online survey methods to respondents. The data was collected from August to 
September 2018. The respondents were determined by purposive sampling technique. 
Respondents of this research were 20-35 aged people who bought the latest cosmetic 
products through Instagram in the last several months. This research used the sample of 200 
respondents who bought cosmetics in the last several months. Data processing technique 
used in this research is SEM (Structural Equation Modeling) with AMOS 22 software and 
descriptive analysis using SPSS 22. 
 

CONCEPTUAL FRAMEWORK 
 

Based on empirical studies conducted, it is assumed that celebrity endorsement has an 
effect on perceived value and perceived value has an effect on purchase intention. The 
conceptual framework is presented in Figure 1. 
 

 
 

Figure 1 – Conceptual Research Framework 
 

Based on the conceptual framework above, the proposed research hypotheses are 
celebrity endorsement has an impact to perceived value, and perceived value has an impact 
to purchase intention. 
 

RESULTS AND DISCUSSION 
 

Description of Indicator Variables. Description of indicator variables can make it easier 
to analyze quantitative data and draw conclusions from this study. The following is presented 
by respondents' answers to the statements that have been submitted in accordance with the 
top two boxes data processing techniques. The answers were divided into: (1) strongly 
disagree, (2) disagree, and (3) agree enough to be grouped as disagree and answers (4) 
agree and (5) strongly agree to be grouped as agree. 

Variable of celebrity endorsement consists of four indicators, named visibility (VIS), 
credibility (CRE), attraction (ATR) and power (POW) while each indicator has three 
statements. Based on the results of the indicator of visibility for cosmetic products, more than 
60 percent respondents agree that it is important to have many followers on their official 
Instagram account. Around 70 percent respondents agree that they have to recognize 

Celebrity Endorsement Perceived Value Purchase Intention
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endorsers through their works. The third statement is having good behavior where 79 
percent of respondents said they agreed. It can be concluded that the majority of 
respondents said they agreed to the visibility indicator of the celebrity endorsement variable. 

Based on the results of the indicators of credibility, most respondents agreed that it is 
important for the seller to be able to promote a product. Half respondents agreed that it is 
important to be able to attract consumers' attention. Next, more than 60 percent respondents 
understand that trustworthy in communicating a product is needed. It can be concluded that 
the majority of respondents agreed to the credibility indicator of the celebrity endorsement 
variable. 
 

Table 1 – Description of indicator variables celebrity endorsement 
 

Symbol Indicator Disagree Agree 
  (%) (%) 
VIS Has many followers on their Instagram account 34.0 66.0 
 Get to know the endorser through their works 30.0 70.0 
 Have good behavior 21.0 79.0 
    
CRE Ability to promote a product 20.0 80.0 
 The ability to attract the attention of consumers to buy a product 46.0 54.0 
 Can be trusted in communicating a product 39.5 60.5 
    
ATR Have physical attraction 20.0 80.0 
 Able to attract consumers 22.0 78.0 
 Able to provide inspiration 23.0 77.0 
    
POW Can be emulated 42.5 57.5 
 Able to be an idol 45.5 54.5 
 Have a career that is successful in advertising products 31.0 69.0 
 

% = Percentage. 

 
Based on the results of the attraction indicators, the first statement was having physical 

attractiveness where 80 percent of the respondents said they agreed. The second step is to 
attract consumers where 78 percent of the respondents said they agreed. The third 
statement is that it can inspire where 77 percent of respondents said they agreed. It can be 
concluded that the attraction indicator of the celebrity endorsement variable the majority of 
respondents said agreed. 

Based on the results of the power indicator, the first statement is exemplary where 57.5 
percent of the respondents said they agreed. The second term is being able to become an 
idol where 54.5 percent of respondents said they agreed. The third statement is having a 
successful career in advertising products where 69 percent of respondents said they agreed. 
It can be concluded that the power indicator of the celebrity endorsement variable the 
majority of respondents said agreed. 
 

Table 2 – Description of indicator variables perceived value 
 

Symbol Indicator Disagree Agree 
  (%) (%) 
PV 1 Easiness to get information of products on online shopping 19.5 80.5 
PV 2 Using social media can find products that suit your needs 21.0 79.0 
PV 3 Get the benefits of shopping online 24.5 75.5 
 

% = Percentage. 

 
There are three indicators on perceived value variables. For cosmetic products, most 

respondents agree that easiness to get information of products on online shopping (PV 1) is 
much needed. The second indicator is that using social media can find products that are in 
accordance with needs (PV 2) where 79 percent of respondents say they agree. The third 
indicator is getting benefits from online shopping (PV 3) where 75.5 percent of respondents 
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say they agree. It can be concluded that the indicators of the variable perceived value, the 
majority of respondents said they agreed. 
 

Table 3 – Description of indicator variables purchase intention 
 

Symbol Indicator Disagree Agree 
  (%) (%) 
MB 1 Possibility to buy products from sellers 16.0 84.0 
MB 2 Will consider buying products from the seller 22.5 77.5 
MB 3 Intend to buy products from the seller 20.5 79.5 
 

% = Percentage. 

 
There are three indicators on purchase intention variables. For cosmetic products, the 

first indicator is the possibility to buy products from sellers (MB 1) where 84 percent of 
respondents said they agreed. The second indicator is to consider buying products from the 
seller (MB 2) where 77.5 percent of the respondents said they agreed. The third indicator is 
intending to buy products from sellers (MB 3) where 79.5 percent of respondents said they 
agreed. It can be concluded that the indicators of the purchase intention variable, the 
majority of respondents said agreed. 

Overall Model Fit. The model fit test can be seen from GFI, RMSEA, AGFI, TLI, IFI, 
and CFI. Table 4 showed the overall value of the aspects of the conformity criteria has 
included the category of Good Fit and Close Fit so that the overall research model is 
declared feasible. 
 

Table 4 – Overall model fit 
 

Goodness of Fit Cut off value Result Conclusion 
Good Fit Index (GFI) 0.80≤GFI<0.90 or ≥ 0.90 0.95 Good fit 
Root Mean Square Error Approximation (RMSEA) ≤ 0.08 or ≤ 0.05 0.04 Close fit 
Adjusted Good Fit Index (AGFI) 0.80≤AGFI<0.90 or ≥ 0.90 0.92 Good fit 
Tucker Lewis Index (TLI) 0.80≤TLI<0.90 or ≥ 0.90 0.98 Good fit 
Incremental Fit Index (IFI) 0.80≤IFI<0.90 or≥ 0.90 0.98 Good fit 
Comparative Fit Index (CFI) 0.80≤CFI<0.90 or ≥ 0.90 0.98 Good fit 

 
GFI (Goodness of Fit Index) is a non-statistical measure that has a range of values 

between 0 (poor fit) to 1.00 (good fit). GFI has criteria such as the value of 0.80≤GFI <0.90 is 
grouped as marginal fit and GFI ≥ 0.87 is grouped as good fit. Based on the results of the 
analysis, the GFI value is 0.87 so that the model belongs to the marginal fit category. 

According to Ferdinand (2005) RMSEA (Root Mean Square Error Approximation) is an 
index that can be used to compensate for chi square statistics in large samples. The criteria 
of RMSEA is the value ≤ 0.08 is good fit while ≤ 0.05 is close fit. Based on the results of the 
analysis, the RMSEA value is 0.07 so that the model is included in the category of good fit. 

AGFI (Adjusted Good Fit Index) is the same as GFI but adjusts to the effect of the 
degree of freedom contained in the model. Based on the analysis results, the AGFI value is 
0.83 so that the model belongs to the marginal fit category. 

TLI (Tucker Lewis Index) is an incremental conformity index that compares the model 
tested with the baseline model. The criterion of TLI is the value of 90 0.90 is good fit, while 
0.80≤TLI <0.90 is marginal fit. Based on the results of the analysis obtained a TLI value of 
0.90 so that the model belongs to the category of good fit. 

IFI (Incremental Fit Index) can be used to overcome parsimony problems and sample 
sizes. The criteria of the IFI is the value of 0.90 is good fit, while 0.80≤IFI <0.90 is marginal 
fit. Based on the results of the analysis, the IFI value is 0.92 so that the model belongs to the 
category of good fit. 

CFI (Comparative Fit Index) is an incremental conformity index. The criteria of CFI is 
the value of 0.90 is grouped as good fit, while 0.80 0.CFI <0.90 is marginal fit. Based on the 
results of the analysis obtained CFI value of 0.92 so that the model belongs to the category 
of good fit. 
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Structural Model Fit. The next step is to test the compatibility of the structural model 
(structural model fit). The compatibility test of structural equation coefficients of structural 
equations by specifying a significant level. In this study the significance test used a 
significance level of 0.05 with a confidence level of 95%. At the 0.05 significance level the t 
value of each coefficient of the structural equation must be greater than 1.96. The value of t 
that is smaller than 1.96 indicates that there is a non-significant relationship or cannot explain 
the latent variable directed by the arrow. 
 

 
Figure 2 – SEM measurement model on cosmetic products 

 
Figure 2 shows the results of the suitability test of the measurement model on cosmetic 

products. Based on Figure 2, it can be seen that the hypotheses one, two, three, five, six, 
and seven are acceptable and significant because the value of t is greater than 1.96. For the 
fourth hypothesis is rejected and not significant because the value of t is smaller than 1.96. 

Indicator Contribution to Variable Celebrity Endorsement. Table 5 shows the value of 
the loading factor of each indicator against the variable celebrity endorsement. The indicator 
on the most influential cosmetic products for the variable celebrity endorsement is the power 
with a loading factor of 0.87. Power attributes as the biggest contribution to celebrity 
endorsement means that celebrity has the ability to attract consumers. 

A variable is said to be quite consistent if the variable has Construct Reliability (CR)> 
0.60. Table 4 shows that all values of CR> 0.60. Therefore it can be concluded that the 
indicators used in this study have good or capable reliability to measure the construct. 
 

Table 5 – Indicator contribution to celebrity endorsement 
 

Indicator Loading Factor CR 
Visibility 0.73* 0.87 
Has many followers on their Instagram account   
Get to know the endorser through their works   
Have good behavior   
Credibility 0.84*  
Ability to promote a product   
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Table 5 – Indicator contribution to celebrity endorsement (continue) 
 

Indicator Loading Factor CR 
The ability to attract the attention of consumers to buy a product   
Can be trusted in communicating a product   
Attraction 0.73*  
Have physical attraction   
Able to attract consumers   
Able to provide inspiration   
Power 0.87*  
Can be emulated   
Able to be an idol   
Have a career that is successful in advertising products   
 

*Significant p-value < 0.05. 
  

 
Contribution of Indicators to Perceived Value Variables. Table 6 shows the value of the 

loading factor of each indicator towards the perceived value variable. The indicator for 
cosmetic products that has the most influence on the perceived value variable is get the 
benefits of shopping online with a loading factor of 0.85. Get the benefits of shopping online 
attribute as the biggest contribution to perceived value means that consumers benefit from 
shopping through Instagram. 

A variable is said to be quite consistent if the variable has Construct Reliability (CR)> 
0.60. Table 6 shows that all values of CR> 0.60. Therefore it can be concluded that the 
indicators used in this study have good or capable reliability to measure the construct. 
 

Table 6 – Indicator contribution to perceived value 
 

Indicator Loading Factor CR 
Easiness to get information of products on online shopping 0.84* 0.87 
Using social media can find products that suit your needs 0.79*  
Get the benefits of shopping online 0.85*  
 

*Significant p-value < 0.05. 
  

 
Contribution of indicators to variable purchase intention. Table 7 shows the value of the 

loading factor for each indicator towards the variable of purchase intention. The most 
influential indicator of cosmetic products on the variable of purchase intention is intending to 
buy products from the seller. For cosmetic products the value of the loading factor is 0.91. 
Intend to buy products from the seller is the biggest contribution to purchase intention means 
that consumers have the intention to buy more products from sellers on Instagram. 

A variable is said to be quite consistent if the variable has Construct Reliability (CR)> 
0.60. Table 7 shows that all values of CR> 0.60. Therefore it can be concluded that the 
indicators used in this study have good or capable reliability to measure the construct. 
 

Table 7 – Indicator contributions to purchase intention 
 

Indicator Loading Factor CR 
Possibility to buy products from sellers 0.89* 0.91 
Will consider buying products from the seller 0.83*  
Intend to buy products from the seller 0.91*  
 

*Significant p-value < 0.05. 
  

 
Hypothesis testing. Based on the empirical model proposed in this study, testing of 

hypotheses can be done through testing path coefficients in structural equation models 
estimation results from SEM models of cosmetic products. If the value of the path coefficient 
≥ 0.05 and t-count value 6 1.96 then the influence of certain variables is included in the 
significant category but if the path coefficient value <0.05 and the value of t-count <1.96 then 
the influence between variables is included in the non-significant category. 
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Table 8 – Estimation results of the SEM model 
 

Variables effect   Path coefficient t-count Conclusion Information 
Celebrity endorsement → Perceived value 0.70 9.22 Significant Accept 
Perceived value → Purchase Intention 0.76 10.48 Significant Accept 

 
Effect of Celebrity Endorsement Variables on Perceived Value. The effect of the test 

results resulted in the finding that the third hypothesis for cosmetics products namely 
celebrity endorsement had a positive and significant effect on perceived value. This can be 
seen from the celebrity endorsement path coefficient to the perceived value of cosmetic 
products of 0.70 with a t-value of 9.22. This can explain that both the celebrity endorsement 
variable cosmetic products have a positive and significant effect on perceived value, so that 
the third hypothesis that the celebrity endorsement has a positive and significant effect on 
perceived value is accepted. 

This analysis is also supported by previous studies conducted by Hansudoh (2012) 
saying that celebrity endorsement has a positive and significant effect on perceived value. 

Effect of Variable Perceived Value on Purchase Intention. The results of the testing of 
the effect resulted in the finding that the sixth hypothesis for cosmetic products, namely 
perceived value, had a positive and significant effect on purchase intention. This can be seen 
from the perceived value path coefficient for purchase intention in cosmetics at 0.76 with a t-
count value of 10.48. This can explain that both the perceived value of cosmetic products 
have a positive and significant effect on purchase intention and thus accept the sixth 
hypothesis which says that perceived value has a positive and significant effect on purchase 
intention. 

This analysis is also supported by previous studies conducted by Shafiq et al. (2011) 
and Chi et al. (2007) say that perceived value influences purchase intention. In addition, 
research from Hansudoh (2012) and Eryadi and Yuliana (2016) say that perceived value has 
a positive and significant effect on purchase intention. 
 

CONCLUSION 
 

Celebrity endorsement has a positive and significant effect on perceived value so that 
the hypothesis accepted. This can be concluded from the path coefficient value ≥ 0.05 and t-
count value ≥ 2.00. Perceived value has a positive and significant effect on purchase 
intention so that the hypothesis accepted. This is seen from the path coefficient value ≥ 0.05 
and t-count value ≥ 2.00. 
 

RECOMMENDATIONS 
 

Suggestions for further research can do research by researching products such as 
accessories, electronics, culinary, or toys. In addition, it can conduct research through e-
commerce such as Shopee, Tokopedia, and Bukalapak. 
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ABSTRACT 
This purpose of this study is to analyze and obtain empirical evidence relating to the 
influence of organizational culture and sensation seeking on employee performance. And 
also to discover whether creativity mediates organizational culture and sensation seeking 
towards employee performance. The subjects of this study were employees of the Health 
Office of the Province of West Nusa Tenggara. This research is explanatory research with 
the number of respondents as many as 109 people. The data collection method used in this 
study was through a survey using a questionnaire. The data analysis technique used in this 
study is the Structural Equation Modeling-Partial Least Square (SEM-PLS) technique. 
The results of this study indicate that: 1) Organizational Culture has a significant effect 
towards Employee Performance, 2) Sensation Seeking has a significant effect towards 
Employee Performance, 3) Organizational Culture has a significant effect towards Creativity, 
4) Sensation Seeking has a significant effect towards Creativity, 5) Creativity has a 
significant effect towards Employee Performance. 
 
KEY WORDS 
Organizational culture, sensation seeking, creativity, employee performance. 
 

Improving the performance of employees or the State Civil Apparatus will directly 
improve organizational performance which will ultimately improve the image of public 
organizations in particular and the government in general. In the assessment of the integrity 
survey of the Government Agency Performance Accountability System (GAPAS) by the 
Ministry of Administrative Reform and Bureaucratic Reform of Indonesian Republic on the 
performance of the State Civil Apparatus in West Nusa Tenggara Province on 23 October 
2017, West Nusa Tenggara Province GAPAS is still B (class 60-70) after the previous year 
always gets a CC score (grades 50-60), which means that repairs need to be done. The 
results of the West Nusa Tenggara Provincial Health Office performance are seen in line with 
the results of the integrity survey of the Government Agency Performance Accountability 
System (GAPAS) conducted by the Ministry of Administrative Reform and Bureaucratic 
Reform of Indonesian Republic that the performance results are not optimal. So it needs to 
be explored further about the factors that can affect performance improvements in regional 
services. Creativity has been predicted as one of the factors that can explain significant 
performance improvements (Amabile, Scahtzel, Moneta and Kramer, 2004; Yang and Choi, 
2009; Wu et al., 2012; Lee & Tan, 2012; and Indrasari et al., 2016). Besides organizational 
culture (Ahmed & Shafiq, 2012; and Darsana, 2013) and personality factors (Barrick & 
Mount, 1991; Skyrme et al., 2005: Rose et al., 2010) also predictors as factors that can affect 
employee performance. 
 

LITERATURE REVIEW 
 

Organizational culture is defined as shared values and beliefs that are believed by 
individuals in the organization and determine how they perceive, think, and react to various 
environments (Kreitner and Kinicki, 2012). Organizational culture is related to economic 
performance and organizational success (Denison & Mishra, 1995; Pothukuchi et al., 2002; 
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Sorensen, 2002). Kotter and Heskett (1992) state that strong organizational culture has an 
impact that greatly affects individuals and the performance and work performance of the 
organization as a whole. Daniel R. Denison (2000) suggests a model that focuses on the 
extent to which employees know their vision and mission, the extent to which employees 
think that organizations have values, processes, and systems that are in line with the goals 
of the company or organization and the extent to which employees are involved in moving 
the organization in achieving its goals. Denison characterizes the reciprocal influence of four 
cultural factors or four traits that affect organizational effectiveness and each of the four traits 
has three index variables: involvement, consistency, adaptability, and mission. Involvement 
is a situation where employees feel that their activities are closely related to the goals of the 
organization, that they have been empowered, that teamwork must be valued and priority 
given to the development of employee capabilities. Involvement is characterized by indices 
such as Empowerment, Team Orientation, and Capability Development. Consistency is a 
high level of integration and coordination. Consistency is characterized by the Core values, 
Agreement, Coordination, and Integration index. Adaptability is a state within a frame that 
flexibly responds to organizational requirements of customers, takes risks, learns from their 
own mistakes and is ready for the change. Adaptability is characterized by Creating Change, 
Customer Focus, and Organizational Learning index. The Mission is the characterization of 
the goals and direction of the organization from strategic development, based on concepts 
that have been developed by the organization and are future-oriented. The mission is 
characterized by an index of Strategic Direction and Intent, Goals and Objectives, Vision. 

Sensation seeking is a basic need, but sometimes it is not realized. Zuckerman (1994a, 
p.27) defines sensation seeking as a biosocial trait, namely the desire or desire to seek 
varied, new, complex experiences and intense sensations, as well as willingness to take 
physical, social, legal and financial risks to be able to experience these experiences and 
sensations. Sensation seekers according to Jackson (2005, 2008) are individuals who have 
interest, curiosity, and exploration while according to Zuckerman sensation seekers are 
individual risk takers. Jackson focuses on learning elements from sensation seeking inspired 
by experimental research Ball and Zuckerman (1990, 1992) and Pickering (2004) which 
show the possibility of successful sensation seeker learning. Jackson (2005, 2008a) argues 
that sensation seekers have an intrinsic desire to explore the environment that will lead them 
to create a large number of exploration experiences that can result in one functional or 
beneficial outcome or dysfunctional outcome. Jackson (2005, 2008, 2009) designed a hybrid 
model of learning in Personality (HMLP), namely combining sensation seeking as a 
psychobiological construct in a learning model in personality (learning in personality) to be 
able to understand sensation seeking as predictors of various functional and dysfunctional 
work results. According to the Jackson model, sensation seeking is seen as a primitive drive 
that needs to be expressed through sophisticated social cognitive mechanisms to make 
sensation seeking the basis for functional learning. Sensation seekers are characterized as 
individuals with explorative, impulsive, seize the moment tendencies, openness to 
experience, opportunistic and risk takers. 

Creativity is defined by Amabile et al. (1996) as a new and appropriate solution for 
completing open tasks. Csikszentmihalyi and Wolfe (2005) see creativity as an original idea 
or product, valued and implemented. Barry and Kanematsu (2006) define creativity as the 
ability to produce original ideas and new things, which also involve combinations of current 
work, objects, and ideas in various ways for new purposes. Teresa M. Amabile (1983) in 
Kozbelt et al., (2010) introduced the theory of creativity and innovation called The 
Componential Model of Individual Creativity. This model states that each individual needs 
three individual or internal components to generate individual creativity. 1) Domain-relevant 
skills, 2) Creativity-relevant skills, 3) Intrinsic Task motivation. 

Performance is defined as the record of outcomes produced on a specified job function 
or activity during a time period (Bernardin and Russel, 1998). Definition of job performance or 
performance is the behavior or activity carried out by employees when working directed to 
the goals and objectives of the organization (Motowidlo et al., 1997). Dessler (2009) argues: 
work performance of employees is the actual performance of employees compared to the 
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expected performance of employees. Mathis and Jackson (2010) stated that the 
measurement of employee performance can be associated with what is done and what is not 
done by employees related to 1) Quantity of Output, 2) Quality of Output, 3) Timeliness of 
Output, 4) Presence/Attendance On The Job, 5) Efficiency of Work Completed, 6) 
Effectiveness of Work Completed. 
 

METHODS OF RESEARCH 
 

This research is explanatory quantitative research that uses the population in the West 
Nusa Tenggara Provincial Health Office Sampling is done by the Proportional Stratified 
Random Sampling technique, which is 109 employees. Data was collected using a 
questionnaire. The measurement items are stated in a Likert scale statement, with a range of 
scores between 1 and 5. The study variables consist of independent variable Organizational 
Culture (X1), Sensation Seeking (X2), Creativity mediation variable (Y) and Employee 
Performance dependent variable (Z). The data analysis technique uses Structural Equation 
Modeling-Partial Least Square (SEM-PLS) techniques with the analysis tools used by 
WarpPLS version 5.0. 

The research framework is presented in Figure 1. 
 

 
 

Figure 1 – Research Framework 

 
Hypotheses: 
H1: Organizational Culture has a significant effect on Employee Performance; 
H2: Sensation Seeking has a significant effect on Employee Performance; 
H3: Organizational Culture has a significant effect on Creativity; 
H4: Sensation Seeking has a significant effect on Creativity; 
H5: Creativity has a significant effect on Employee Performance. 

 
RESULTS AND DISCUSSION 

 
To measure organizational culture variables refers to Denison's (2000) organizational 

culture model which is reflected by 12 indicators developed into 24 sub-indicators. 
Measurement of sensation seeking variables refers to Jackson's (2005) sensation seeking 
model which is reflected by 6 indicators developed into 15 sub-indicators. The measurement 
of creativity variable refers to Amabile's creativity (1983) which is reflected by 3 indicators 
developed into 6 sub-indicators. Measurement of performance variables refers to the 
performance model of Mathis & Jackson (2010) which is reflected by 6 indicators developed 
into 13 sub-indicators. So that there are a total of 58 statements in the questionnaire. This 
study uses the Structural Equation Model (SEM) data analysis technique with the Partial 
Least Square (PLS) analysis model with the analysis tool used by WarpPLS version 5.0. 

The outer model analysis is done to ensure that the measurements used are feasible to 
be used as measurements (valid and reliable). To test the validity of the questionnaire used 
Discriminant Validity is measured by comparing the average root square value of each 
construct with the correlation between other constructs in the model. The value of Average 
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Variance Extracted (AVE) must be greater than 0.5 with a p-value smaller than the 
significance level (Latan and Ghozali, 2014). 
 

 
Figure 2 – Results of Model 

 
Table 1 – AVE Measurement 

 

Variable Organizational Culture Sensation Seeking Creativity Employee Performance 
AVE 0.503 0.523 0.612 0.606 

 
It can be seen on table 1 that all results of discriminant validity are above 0.5 so fulfill 

the reliability of internal consistency, all variables are said to be valid and can provide 
confidence. After passing the validity test then the reliability test is performed with the 
composite reliability technique. The reliability coefficient must be greater than 0.7. The 
measurement results of composite reliability in this study can be seen in the following table: 
 

Table 2 – Measurement Reliability 
 

Variable Composite Reliability Cronbach's Alpha 
Organizational Culture 0.960 0.960 

Sensation Seeking 0.942 0.934 
Creativity 0.904 0.871 

Employee Performance 0.952 0.945 

 
Based on Table 2 above it can be seen that the entire proceeds from composite 

reliability or the regression coefficients for all variables are above 0.7 as well as the 
Cronbach Alpha values are all also above 0.70 so that they meet the reliability of internal 
consistency and all these variables are said to be reliable. 

The inner model analysis or structural analysis of the model is carried out to ensure 
that the structural models are robust and accurate. Evaluation of inner models can be seen 
from several indicators which include: 1. Determination coefficient (R2), 2. Predictive 
Relevance (Q2). This measurement examines the influence between variables using 
adjusted R Square which is classified into a model. The influence between variables in the 
system built on the study was calculated using predictive relevance aimed at assessing the 
effective validity of independent variables with the following results: 
 

Table 3 – R-square value Adjusted (Adjusted R
2
) 

 

Endogenous Variables Value of R-Square Adjusted (Adjusted R
2
) Q-square (Q2) 

Creativity 0.701 0.704 
Employee Performance 0.841 0.841 

 
It can be seen on table 3 that creativity has Adjusted R-square value (adjusted R2) of 

0.701 (70.1%). This shows that the creativity variable can be predicted by organizational 
culture variables, and sensation seeking is 70.1%. While the remaining 29.9% can be 
predicted by other variables outside the model or variables not used in this study. 
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Furthermore, that performance has Adjusted R-square value (adjusted R2) of 0.841 (84.1%). 
This shows that the performance variable can be predicted by variable organizational culture, 
sensation seeking and creativity by 84.1%. While the remaining 15.9% can be predicted by 
other variables outside the model or variables that are not used in this study. To see the 
relationship of all variables in the system built in this study, the value of Q2 is found in the 
range Q2 ≥ 0.7. 

The output of the PLS software proves the main hypothesis and the sub-hypotheses of 
the research, which are shown in table 4. 
 

Table 4 – The Investigation of the Research Hypotheses 
 

Hypotheses Original Sample P Values 
Organizational Culture >> Employee Performance 0,363 0,001 

Sensation Seeking >> Employee Performance 0,269 0,002 
Organizational Culture >> Creativity 0,301 0,001 

Sensation Seeking >> Creativity 0,580 0,001 
Creativity >> Employee Performance 0,338 0,001 

 
Hypothesis 1 stated that Organizational Culture (X1) has a significant effect on 

Employee Performance (Z). The statistical test results found the value of p-values of 0.001 
were <0.1 and the estimated value of the regression coefficient (original sample) produced is 
equal to 0.363. The positive sign in the regression coefficient shows a unidirectional 
relationship between organizational culture and performance where if the organizational 
culture increases once, the performance increases by 0.363 times. It can be concluded that 
the data supports the H1 hypothesis where there is a significant and positive relationship 
between organizational culture and employee performance at the West Nusa Tenggara 
Provincial Health Office. The results of this study are in line with the research conducted by 
the research conducted by Ahmed & Shafiq (2012) and Darsana (2013) showing that there is 
a significant relationship that occurs between organizational culture and organizational 
performance or effectiveness. Strong organizational culture will help organizations to provide 
certainty to all employees to develop together, grow and develop agencies or organizations. 
Employees who already understand the overall values of the organization will make these 
values an organizational personality. These values and beliefs will be manifested into their 
daily behavior at work so that they will become individual performance and in turn will 
become organizational performance. 

Hypothesis 2 stated that Sensation Seeking (X2) significantly influence Employee 
Performance (Z). The results of statistical tests find the value of p-values at 0.002 were <0.1 
and the estimated value of the regression coefficient (original sample) produced is equal to 
0.269. The positive sign in the regression coefficient shows a unidirectional relationship 
between sensation seeking and performance where if sensation seeking increases once, the 
performance increases by 0.269 times. It can be concluded that the data supports the H2 
hypothesis where there is a significant and positive relationship between sensation seeking 
and employee performance at the West Nusa Tenggara Provincial Health Office. The results 
of this study are in line with research conducted by Mustika and Jackson (2016), Donohew et 
al., 2000, Sunder et al., (2017), they found that sensation seeking personality factors can 
affect performance or job performance. Sunder et al., (2017), who in his research found that 
sensation seekers tended to accept or have innovation and change. Organizations supported 
by individual sensation seekers are able to produce more patent products with greater 
market impact because individuals with these types of characteristics will usually increase 
the effectiveness of innovation and pursue more diverse and original projects. Openness to 
new ideas and the willingness to pursue new methods in work overrides their desire to 
maintain a structured and repetitive situation. They also become innovative consumers, not 
afraid to try new things and always know alternatives. With the support of characteristics like 
this in organizations that require a high level of innovation, it can direct the organization to 
success. 
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Hypothesis 3 stated that Organizational Culture (X1) significantly influence Creativity 
(Y). The statistical test results found the value of p-values of 0.001 were <0.1 and the 
estimated value of the regression coefficient (original sample) produced is equal to 0.301. 
The positive sign in the regression coefficient shows a unidirectional relationship between 
organizational culture and performance where if the organizational culture increases once, 
the performance increases by 0.301 times. It can be concluded that the data supports the H3 
hypothesis where there is a significant and positive relationship between organizational 
culture and creativity. The results of this study are in line with research conducted by 
Castiglione (2008), Keskin, (2009), Valencia et al., (2010), Hirst et al., (2011), Karamipour et 
al., (2015) and Ali Taha et al., (2016). Keskin (2009) found that organizational culture can be 
used to support and develop creativity and innovation. Castiglione (2008) states that a place 
for developing the potential capacity of individual creativity will emerge when organizational 
culture accepts it. Individuals will behave creatively if the culture in the individual's 
environment can encourage individuals to get new ideas. Specifically, this study found a 
relationship between the alignment of employee's personal values and organizational cultural 
values and the willingness of employees to generate new ideas. 

Hypothesis 4 stated that Sensation Seeking (X2) significantly influence Creativity (Y). 
The statistical test results found the value of p-values of 0.001 where <0.1 and the estimated 
value of the regression coefficient (original sample) produced was equal to 0.580. The 
positive sign in the regression coefficient shows a unidirectional relationship between 
sensation seeking and creativity where if sensation seeking increases once, creativity 
increases by 0.580 times. It can be concluded that the data supports the H4 hypothesis 
where there is a significant and positive relationship between sensation seeking and 
creativity. The results of this study are in line with research conducted by Amabile and 
Gryskiewicz (1987) stating that things, quality or individual components that can encourage 
the emergence of creativity to include the diversity of personality traits, while the quality or 
individual components can hinder or prevent the emergence of creativity, among others, is 
not motivated. Another supporting study conducted by Dewwet (2007) who found that 
antecedents or things that precede employee creativity are intrinsic interests in one's work 
and the influence of intrinsic motivation on creativity transmitted through increased 
willingness to take risks. 

Hypothesis 5 stated that Creativity (Y) significantly influence Employee Performance 
(Z). The statistical test results found the value of p-values of 0.001 were <0.1 and the 
estimated value of the regression coefficient (original sample) produced is equal to 0.338. A 
positive sign on the regression coefficient shows a unidirectional relationship between 
creativity and performance where if creativity increases once, the performance increases by 
0.338 times. It can be concluded that the data support the hypothesis H5 where there is a 
significant and positive relationship between creativity and performance. The results of this 
study are in line with the research conducted by Yang and Choi (2009) who found that 
creativity is a predictor to explain significant team performance improvements. Furthermore 
Lee & Tan (2012), Wu et al. (2012), and Indrasari et al. (2016) from the results of his 
research found that personal or individual creativity can improve task performance and group 
performance. Creativity results from the accumulation of individual thinking skills and skills 
derived from formal education and their past experience. The creative response involves 
thinking about new procedures or processes to work on a task or work to complete work or 
identify products or services to better meet customer needs. This also involves improving 
existing procedures or processes to increase efficiency or to find more effective procedures 
or processes. 
 

Table 5 – Indirect Effect 
 

n/n Indirect Effects P-Value VAF 
Organizational Culture Influences Employee Performance 
Mediating by Creativity 

0.447 <0.001 0.737 

Sensation Seeking Influences Employee Performance 
Mediating by Creativity 

0.367 <0.001 0.551 
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It was found that: First, the results of mediation calculations that Variance Accounted 
For (VAF) amounting to 0.737 and with P-Value, p <0.01, it can be concluded that the VAF 
value is categorized as partial mediation and the effect is positive and significant. This shows 
that a strong organizational culture will have an impact on the formation of employee 
performance and also shape creativity and ultimately improve employee performance at the 
West Nusa Tenggara Provincial Health Office; 

Second, the mediation calculation results that the VAF value is 0.551 and with P-Value 
p <0.01, it can be concluded that the VAF value is categorized as partial mediation and the 
effect is positive and significant. This shows that sensation seeking will have an impact on 
employee performance and also shape creativity and ultimately improve the performance of 
employees of the West Nusa Tenggara Provincial Health Office. 
 

CONCLUSION 
 

The conclusion of this study is that there is a positive and significant influence of 
organizational culture on employee performance at the West Nusa Tenggara Provincial 
Health Office. It can be concluded that a strong or weak organizational culture will have an 
impact on employee performance. The higher or stronger the value of organizational culture, 
the higher the performance of employees, the decline in organizational cultural values will 
reduce employee performance. There is a positive and significant influence between 
sensation seeking towards the performance of employees of the West Nusa Tenggara 
Provincial Health Office. It can be concluded that high or low levels of sensation seeking will 
affect employee performance. The higher the level of sensation seeking, the higher the level 
of employee performance and vice versa. There is a positive and significant influence 
between organizational culture on creativity. It can be concluded that organizational culture is 
one factor that can encourage the level of employee creativity. The stronger the 
organizational culture, the higher the level of creativity of employees and vice versa. There is 
a positive and significant influence between sensation seeking towards creativity. It can be 
concluded that high or low levels of sensation seeking will affect employee creativity. The 
higher the level of sensation seeking, the higher the level of creativity of employees and vice 
versa. There is a positive and significant influence between creativity on the performance of 
employees of the West Nusa Tenggara Provincial Health Office. It can be concluded that a 
high or low level of creativity will affect employee performance. The higher the level of 
creativity, the higher the employee's performance, the decrease in the level of employee 
creativity will have an impact on the decline in employee performance at the West Nusa 
Tenggara Provincial Health Office. 

Found in organizational culture variables that indicator involvement, consistency, 
adaptability, and mission are in line with the expectations of the respondents. Also found the 
highest score is found in the empowerment index, while the lowest score is found in the 
index agreement. Therefore it is necessary to increase the ability of employees to reach 
agreement on important issues and agreements and the ability to reconcile in the face of 
problems that arise due to differences between them. The sensation seeking variable found 
that the Openness to Experience indicator had the highest score, while the lowest score was 
found on the Risk Taker indicator. This explains that personality traits can predict what the 
individual "will do" rather than just what he "can do", therefore management needs to be 
better able to understand and manage differences in values and needs of employees in 
terms of curiosity and exploration and guide the trait in such a way that the individual 
expresses again or re-expresses his curiosity and exploration through a positive way for 
them and the community. Furthermore, in the creativity variable, it was found that the 
indicators Domain-relevant skills, Creativity-relevant skills, and Intrinsic Task motivation were 
in line with the expectations of respondents. Found the highest score found in the Creativity-
relevant Skills indicator, the Domain-relevant Skills score has the lowest score but the scores 
of Creativity-relevant Skills, Task Motivation, and Domain-relevant Skills indicators are in the 
high category. Management can encourage and support employees to generate ideas, look 
for new ways to complete their work efficiently and provide confidence in the ability of 
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employees to solve problems. The next finding on the performance variable is found that the 
Quality of output indicator has the highest score; while the lowest score value is on the 
Efficiency of work completed indicator. However, overall scores on employee performance 
indicators are in the high category. This means that the variable employee performance 
indicators are in line with the expectations of respondents. 
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ABSTRACT 
The study aims to examine the influence of self leadership on job resources which consist of 
skill variety, autonomy, and developmental opportunities, and the influence of job resources 
on work engagement, and the influence of work engagement on proactive behaviour. The 
research respondents were 57 employees of PT. Sayap Mas Utama Depo Bogor. To test the 
proposed hypothesis, SEM PLS analysis are used. The results show that self leadership 
have significant positive effect on job resources which consist of skill variety, autonomy, and 
developmental opportunities, and job resources have a significant positive effect on work 
engagement. Work engagement also shows a significant positive effect on proactive 
behaviour. 
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There is such important relationship between self-leadership and employments towards 
employee. Self leadership is a self control toward their behaviour; it is not externally 
controlled by supervisor. Manz and Sims (1980), in Breevart et al. (2014), they argue that 
even self leadership would be able to replace leadership itself, because an individual who 
apply self leadership would be able to run some managerial functions, such as working 
monitoring, corrective action, find correct supply for the employment. Self leadership and 
employment are connected with the availability of job resources. 

Job resources, contains of skill variety, autonomy, and developmental opportunities, it 
could enhance employment because of the job resources factor intrinsically or extrinsically 
toward the employee motivation (Demerouti et al., 2001). Job resources, extrinsically, is able 
to motivate as it contributes in achieving the job objectivity and, intrinsically, it motivates the 
employee when they achieve their basic desire. The more employees receive job resources, 
the more they will be bounded to the job. Meanwhile, the employee will be bounded more to 
the job as they receive the autonomy and better training (Xanthopoulou et al., 2009). 

Employment is a basic dimension of intrinsic motivation, it strengthen the working 
performance and resolute behaviour in achieving the goal within high motivation, and proud 
of their job. As employment is the highest level of resolute, identity, and controlled objective. 
Thus, high bound working behaviour will enhance proactive employee within personal 
initiative context. 
 

METHODS OF RESEARCH 
 

The interviewees of the research are 57 employees of PT. Sayap Mas Utama Depo 
Bogor, within complete enumeration sample collection technique. The questionnaires are 
delivered directly to the people in order to get the data. In order to get the self leadership 
variable (X), it uses 9 indicator items as stated by Houghton et al. (2012). The skill variety 
variable (Y1) uses 3 indicators as stated by Bakker et al. (2004). Autonomy (Y2) uses 3 
indicators as developed by Bakker et al. (2004). The developmental opportunities variable 
(Y3) uses 3 indicators as developed by Bakker et al. (2004). The employment variable (Y4) 
uses 9 indicators which is stated by Schaufeli and Salanova (2006). Meanwhile, the 
proactive behaviour variable (Y5) is determined with 3 indicators which is supported by 
Salanova and Schaufeli (2008). 
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The scale of measurement used in this method is Likert technique within 5 level of 
scales. The analysis technique of the study is partial least square (PLS) which is component 
based predictive model within variance based or component based approach. The analysed 
data is not required to meet the ideal criteria, it does not assume scale measurement, data 
distribution, and sample total. The PLS analysis technique does not require big amount of 
data, normal multivariate data distribution, and determinacy condition (Ghozali, 2008:4). 
 

RESULTS OF STUDY 
 

According to the sex of respondents, male dominates the source of data which are 47 
men or 82% of the total data. Based on the age, the 29 respondents or 51% of the total data 
are 25 – 30 years old. According to the education level, bachelor degree dominates it with 42 
people or 74&. Meanwhile, according to the contract of years of service, it takes 2 – 3 years 
which is dominated by 29 people or 51%. 

The result of convergent validity analysis, it shows that all indicators item for each 
variable are valid as the loading factor is above 0,7. The result of discriminant validity test 
also shows such consistent result with convergent validity test. The root of AVE constructs a 
variable which result in another variable. The results are displayed in table 1 below. 
 

Table 1 – The Comparison between AVE Root and Latent Variable Correlation 
 

Variable X Y1 Y2 Y3 Y4 Y5 
Self-leadership (X) 0,7409 0 0 0 0 0 
Skill Variety (Y1) 0,5275 0,8826 0 0 0 0 
Autonomy (Y2) 0,5050 0,4627 0,8634 0 0 0 

Developmental Opportunities (Y3) 0,3856 0,3456 0,5242 0,8808 0 0 
Employment (Y4) 0,6475 0,5484 0,6444 0,6302 0,7139 0 

Proactive Behaviour (Y5) 0,3953 0,1854 0,2707 0,3251 0,4995 0,8148 

 
The analysis of Crossloading between variables and their constructs shows that the 

correlation constructs value of self leadership (X) and its indicators is higher than indicator 
correlation between self leadership (X) and skill variety constructs (Y1), autonomy (Y2), 
developmental opportunities (Y3), employment (Y4) and proactive behaviour (Y5). This result 
also applies to other six variables that shows the prediction made by latent constructs, it 
predicts that the better block compared with other variable blocks. 

The reliability test shows that each variable possessed composite reliability value of 
over 0,70. It means that the constructs of each variables posses good reliability value. 
 

Table 2 – The Analysis Result of Composite Reliability and Cronbach Alpha 
 

Variable Composite Reliability 
Self-leadership (X) 0,9161 
Skill Variety (Y1) 0,9135 
Autonomy (Y2) 0,8966 

Kesempatan berkembang (Y3) 0,9119 
Keterikatan kerja (Y4) 0,9034 
Perilaku proaktif (Y5) 0,8555 

 
Table 3 – The Result of Coefficient Path Signification Structural Model 

 

Connection Regression Coefficient t statistics R square 

X  Y1 0,5275 5,7072 0,2783 

X  Y2 0,5050 5,9453 0,2551 

X  Y3 0,3856 3,2179 0,1487 

Y1  Y4 0,2706 2,4398 

0,5896 Y2  Y4 0,3279 2,8052 

Y3  Y4 0,3648 3,3308 

Y4  Y5 0,4995 6,1290 0,2495 

 



The structural test model concludes that self leadership (X) provide significant positive 
impact toward skill variety constructs (Y
employment (Y4) and proactive behaviour (Y
number than t critic alue which is 1,96.

According to the result of
 Based on R-Square value,

variety (Y1) variable, determined
 R-Square value of 0,2551

determined by self-leadership
 R-Square value of 0,1487

opportunities (Y3), determined
 R-Square value of 0,5896

determined by self-leadership
 R-Square value of 0,2495

behaviour (Y5), determined
 

 

Figure 1 

 
According to the result, 

within t statistic value of 5,7072
(X) provide positive impact toward
self leadership give impact toward
who are able to commence self
and skills, they will perform a 
their service. 

Based on the result, it could
within t statistic value of 5,9453
(X) provide positive impact toward
self leadership give impact toward
who possessed self leadership
responsibility in order to control
within. 

According to the result, 
within t statistic value of 3,2179
(X) provide positive impact
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The structural test model concludes that self leadership (X) provide significant positive 
impact toward skill variety constructs (Y1), autonomy (Y2), developmental opportunities (Y

) and proactive behaviour (Y5). Because, all t statistic value shows bigger 
number than t critic alue which is 1,96. 

of table 3, it explained that: 
value, the number of 0,2783 could be interpreted
determined by self leadership (X), is 27,83%; 

0,2551 explained that the variability construct
leadership (X), is 25,51%; 
0,1487 explained that the variability construct

determined by self-leadership (X), is 14,87%; 
0,5896 explained that the variability construct of
leadership (X), is 58,96%; 

0,2495 explained that the variability construct
determined by self-leadership (X), is 24,95%. 

Figure 1 – The Partial Least Square Result 

 it could be stated that the path coefficient posses
5,7072 > t table value which is 1,96. It shows that

toward skill varieties (Y1). Thus, the first hypothesis 
toward skill variety over employees, is accepted.

self leadership will able to enhance their working
 better work and be ready to adapt to changes

could be stated that the path coefficient posses
5,9453 > t table value which is 1,96. It shows that

toward autonomy (Y2). Thus, the second hypothesis
toward skill variety over employees is accepted.

leadership behaviour will try to increase their capabilities
control their outcome to be better at work and make

 it could be stated that the path coefficient posses
3,2179 > t table value which is 1,96. It shows that

impact toward developmental opportunities (Y3).

The structural test model concludes that self leadership (X) provide significant positive 
), developmental opportunities (Y3), 

). Because, all t statistic value shows bigger 

interpreted that the skill 
 

construct of autonomy (Y2), 

construct of developmental 

of employment (Y4), 

construct of proactive 

 

posses positive value 
that the self leadership 
hypothesis stated that 

accepted. The employees 
working performance 

changes occurred during 

posses positive value 
that the self leadership 
hypothesis stated that 

accepted. The employee 
capabilities to earn bigger 

make fewer problems 

posses positive value 
that the self leadership 

). Thus, the third 
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hypothesis, stated that self leadership give impact toward skill variety over employees, is 
accepted. Employees within high self leadership dedication would be able to manage their 
job better, they will earn more chance to develop better as intrinsically, they are more 
motivated and willing to get positive support to be a better employee. 

Based on the result, it could be stated that the path coefficient posses positive value 
within t statistic value of 2,4398 > t table value which is 1,96. It shows that the skill varieties 
(Y1) provide positive impact toward employment (Y4). Thus, the fourth hypothesis, stated that 
skill varieties give impact toward employment over employees, is accepted. In accordance 
with skill varieties, the demand of high working performance and its complexity will be 
supported by the varieties of employee skill, thus the problem solving process will be faster. 

According to the result, it could be stated that the path coefficient posses positive value 
within t statistic value of 2,8052 > t table value which is 1,96. It shows that the autonomy (Y2) 
provide positive impact toward employment (Y4). Thus, the fifth hypothesis stated that 
autonomy give impact toward employment over employees, is accepted. About autonomy, 
the employees will be easier to overcome the working demand if they had high authority, it 
will result in faster decision making while facing problems. 

Based on the result, it could be stated that the path coefficient posses positive value 
within t statistic value of 3,3308 > t table value which is 1,96. It shows that the developmental 
opportunities (Y3) provide positive impact toward employment (Y4). Thus, the sixth 
hypothesis, stated that skill varieties give impact toward employment over employees, is 
accepted. The existence of higher working challenge creates opportunities for employees to 
be developed, because they get experience to solve problems while commencing their job. 

According to the result, it could be stated that the path coefficient posses positive value 
within t statistic value of 6,1290 > t table value which is 1,96. It shows that the behaviour of 
knowledge sharing (Z1) provide significant positive impact toward knowledge sharing (Y1). 
Thus, the seventh hypothesis, stated that employment give impact toward proactive 
behaviour over employees, is accepted. The employees who are bound to their work will 
have positive emotion, it will increase their desire to explore more of their possible efforts in 
order to develop their capabilities, they will be more open minded in decision making, thus it 
will make the employees to be more productive. 
 

CONCLUSION 
 

Self leadership provides significant positive impact toward skill varieties, if the 
employees have higher self management, they will be able to enhance their work and 
increase their ability and be well prepared. 

Self leadership provides significant positive impact toward autonomy, if the employees 
could increase a better self leadership, it will increase their authority in bigger responsibility 
and fewer problems. 

Self leadership provides significant positive impact toward developmental opportunities, 
the better self leadership behaviour, the better chance to be developed for the employees as 
they have more motivation intrinsically. 

Skill varieties provides significant positive impact toward employment over employees, 
if the challenge of work demand bunch of skills, the employees will increase their working 
experience, it will sharpen the employee skills in weary way. 

Autonomy provides significant positive impact toward employment over employees, if 
the employees possessed high authority of their job, it will be easier for them to overcome 
working demand as they will be faster in decision making. 

Developmental opportunities provide significant positive impact toward employment 
over employees, as a result of higher challenge; it will provide the employees chances to be 
developed as it increases their experience. 

Employment provides significant positive impact toward proactive behaviour over 
employees, as the bounded employees will acquire positive emotion; it will make them more 
curios of their job and provide higher desire to be more developed and productive. 
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ABSTRACT 
This study aims to analyze the level of profit, the level of business feasibility in terms of the 
availability of raw materials, marketing aspects and analysis of financial aspects. The 
research effort is expected to solve problems in the development of cocoa processing 
industry in the Kakao Unggul Cooperation business in North Aceh District. This research was 
conducted using a descriptive approach and quantitative analysis. Descriptively, this study 
describes the availability of raw materials, market prospects and marketing strategies while 
quantitative analysis calculated costs, production, selling prices, income and profits and 
business feasibility analysis of the financial aspects of the business. The results showed that 
the Kakao Unggul Cooperation Agro industry has a prospect to be developed, this is 
indicated by the availability of sufficient raw materials needed, from the marketing aspect the 
cocoa processed products is have a chance to be developed, this can be seen from the 
increasing number of demand while the capacity and production capacity temporarily 
increases still limited. The results of the analysis of the financial aspects of the cocoa 
processing agro industry business in North Aceh District are feasible to develop in terms of 
the Net Present Value is 141,364,032, the Net benefit cost of ratio obtained at 1.64, Internal 
rate of return (IRR) is 35.69% and point return home (break event) occurs 4 years 2 months 
17 days. 
 
KEY WORDS 
Cocoa, agro-industry, analysis, financial aspects, non-financial aspects. 
 

Cacao has become familiar for Acehnese people as it one of the leading commodities 
there. The cacao qualities in the other side make it possible to export to the other countries 
which can be advantages for Aceh province. The area of cacao plantation in Aceh can be 
found in Pidie, Pidie Jaya, Bireun, North Aceh, East Aceh and also in south east Aceh 
districts. As one of the cocoa producing areas, North Aceh is in fourth place after Pidie, Pidie 
Jaya and Bireun Districts.In further, Tanah Luas Sub-District is one of the cocoa producing 
areas in North Aceh District, with an area of ±100.00 hectares, in 2015 with a total production 
of 74 tons. Viewed from the area compared to other areas in North Aceh District, Tanah Luas 
Sub-District still has the potential for future cocoa development as it supported by the wide 
area available and on the other side supported by the post-harvest management activities 
which is implemented by establishing the cocoa processing agro-industry business in 2015. 

It is hoped that the cocoa processing industry managed by the "Kakao Unggul" 
Cooperation will be able to accommodate cocoa production in North Aceh and change the 
habits and dependence of cocoa farmers to sell cocoa products directly to collectors to be 
sent to other regions, especially to North Sumatra. This will result in the low income of 
farmers because of the length of the marketing chain that occurs and the absence of margins 
obtained because farmers only sell cocoa in the form of seeds. 

The processing industry of Cocoa is assisted by the Non-Governmental Organization 
Bumoe Malikussaleh namely "Kakao Unggul" Cooperation which has been running for ± 2 
years, but the presence of the Cocoa processing industry does not have a major influence on 
cocoa development and economic growth in North Aceh District, this is because the 
processing industry managed by the Cooperation has not been able to operate optimally to 
accommodate and process cocoa production in the District. 

mailto:awinazal1985@gmail.com
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It is expected that the Cocoa processing Agroindustry in Tanah Luas Subdistrict would 
be able to make the production of cocoa produced by farmers as a product. In fuhter the 
products would add value and create high economic value to increase income or gain profits. 
The Processed Agroindustry Advantages Cocoa is the difference between the amount of the 
amount of receipts and the amount of production costs incurred. The amount of profit 
received can be used as a benchmark in looking at the development of cocoa processed 
agroindustry in the long term (Aisyah and Friends, 2014). Furthermore, small-scale Cacao 
processing industries can contribute to expanding employment. With the ultimate goal of 
being able to provide an impact and contribution from Cacao processed agroindustry directly 
or indirectly to the national economy (Sutanto, 2002). 

With the research on business feasibility and people's cocoa development strategy, the 
problem of developing the cocoa processing industry in the management model and decision 
making for the development of cocoa agroindustry has become clearer and directed at the 
“Kakao Unggul” Cooperation business in North Aceh District. 
 

METHODS OF RESEARCH 
 

To analyze the prospect of developing Cocoa Agro industry in North Aceh District, the 
writer uses descriptive and analytical approaches. Descriptively this study describes the 
availability of raw materials for cocoa processing, then also describes the market prospects 
and marketing strategies that occur in the product distribution process from cocoa processing 
to end consumers, while in analysis is calculating all components of costs incurred, 
production, selling prices and calculating the income and profits of the cocoa processing 
business and the business feasibility analysis of the financial aspects with the following 
approaches: 

Analysis of revenue and profit. The revenue is the proceeds from the sale of processed 
cocoa beans received by the entrepreneur or business owner before deducting the costs 
incurred, it is calculated by equality: 
 

TRn = Pn x Qn (Dumairy, 1986) 
 

Next to calculate profits, according to Dumairy (1986) can be done using the following 
equation: 
 

π = TR –TC 

 
Business Financial Analysis. Yacob (2007) states to analyze feasible or inappropriate 

business together with four meanings of general investment. 
Analysis of Net Present Value (NPV), using equations: 

 

 
 

Analysis of Net Benefit Cost Ratio (Net B / C), the equation: 
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IRR = (i1) + 

 
Break-even point analysis, the general equation used is 

 

 
 

RESULTS AND DISCUSSION 
 

The realization of the Company's concern and concern for the business environment 
as an effort to increase farmers' income, in 2015 the Pertamina Hulu Energi NSB company 
realized great care and attention by building and inaugurating Cooperation buildings, 
warehouses, and cocoa bean processing machines in Tanah Luas Sub District precisely in 
Gampong Rayeuk Munye. The assistance was given to farmer groups in the region by 
establishing a Cooperation called "Kakao Unggul”. The activities carried out by the 
Cooperation are expected to be able to process cocoa beans produced by farmers in the 
region into high-quality processed products with the application of good post-harvest 
handling technology to be then marketed to a number of food processing industries using 
raw materials from cocoa processed products. 

Cocoa commodity-based Cooperation is one form of efforts to improve the welfare of 
cocoa farmers designed to increase the income of cocoa farmers, especially cocoa farmers 
in the area assisted by Exxon Mobil Oil Indonesia (EMOI). The establishment of a cocoa 
farmer Cooperation is expected to have 3 comprehensive business units, including: 
agricultural service business units fermented cocoa processing and marketing business 
units, and cocoa waste processing business units and those are aimed to create sustainable 
cocoa production and sustainable community welfare. 

The program was carried out simultaneously and synergistically between the NGO 
Siaga Bumoe Malikussaleh (BM), the Agro Bina Mandiri Foundation (YABM) and the 
Penabulu Foundation. In this program Penabulu strengthened the financial and accounting 
aspects of Cooperations, and encouraged the establishment of a Cocoa Processing and 
Marketing Business Unit as a form of Cooperation business unit.The construction of the 
office and warehouse of the plantation Cooperation "Kakao Unggul" is located in Rayek 
Meunye Village, Tanah Luas Sub District, North Aceh with own construction began in August 
2015.The groundbreaking was carried out on 11 August 2015, with the support of SKK 
Migas. The event was held by 3 (three) Institutions namely: 

 NGO Siaga Bumoe Malikussaleh Residents; 
 Penabulu Foundation; 
 Agro Bina Mandiri Foundation. 

Potential development of the plantation sector and the trade in cocoa commodity in 
North Aceh District has a great opportunity, this is seen from the increasing economic 
activities that can increase people's income, one of which is the establishment of a plantation 
Cooperation institution that holds and processes farmers' produce into valuable processed 
products economical. The fact that has happened so far, farmers in the North Aceh area tend 
to sell cocoa commodities in the form of seeds, so that the income received by farmers is 
smaller. 

By the guidance and empowerment of farmers, they are expected to be able to process 
cocoa beans into processed products in the form of pasta or chocolate flour whose selling 
value is higher than just selling cocoa beans. 

If the cocoa potential is developed with a system of empowerment and assistance for 
small businesses engaged in processing cocoa beans into chocolate flour, the economic 
growth in the area will grow and increase. Furthermore, it is expected that greater attention 
from relevant agencies in seeing the potential of cocoa in a focused and directed manner, 
and finding solutions on how to not produce cocoa bean production in North Aceh Regency 
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and surrounding areas, but marketed in the form of processed cocoa such as flour , pasta 
and other preparations to obtain greater added value. 

The cocoa processing industry in Tanah Luas sub-district is a business unit managed 
and run by the "Kakao Unggul " Cooperation management to process raw materials in the 
form of cocoa beans obtained from members of Cooperations totaling 80 people spread over 
two (2) sub-districts namely Tanah Luas and Matang Kuli. The raw materials are then 
accommodated and post-harvest handling processes are carried out through drying, heating 
/ oven activities to reduce water content. The Cocoa beans are raw materials that are 
processed to produce various processed cocoa which will then be reused as raw materials 
for other industries both small scale and large scale industries. The raw material is an 
important element in the production process and guarantees continuous production. The 
availability of raw materials for cocoa processing in the agro-industry is highly dependent on 
the participation and active participation of Cooperation members to sell cocoa products to 
the Cooperation management, so that each member is required to sell cocoa products to the 
Cooperation with varying selling prices following the prevailing prices in the market, so that 
Cooperation members do not feel disadvantaged. In order to meet the raw material needs 
that are sometimes insufficient from the members of the Cooperation, the entrepreneurs took 
the initiative to establish partnerships with collector traders in the area of the business to sell 
cocoa beans to Cooperations to ensure availability of raw materials for the cocoa processing 
process. 

Calculation of the total cost of purchasing raw materials is all costs incurred for the 
purchase of cocoa beans from cocoa farmers around the place of business, the amount 
incurred depends on the amount of dry cocoa purchased by the entrepreneur / Cooperation 
management for processing, in one month the production process requires ± 300 kg of dried 
cocoa beans. While the total cost of purchasing supporting raw materials is the cost incurred 
by the management of the Cooperation to purchase materials / materials that support the 
production process. The cost of supporting cocoa processing is used to buy sugar, milk and 
packaging. The detail of the ingredients used in the cocoa processing business in the "Kakao 
Unggul" in Tanah Luas Sub District can be seen in the following table: 
 

Table 1 – The use of Raw Materials for Cacao Processing in the "Kakao Unggul" 
Cooperation in Tanah Luas Sub District 

 

No. Description Unit Price (Rp) Volume Amount (Rp) 

1. 
Main Raw Materials 
(Dried Cocoa Beans) 
 

Kg 35.000 300 10.500.000 

2. 

Supporting Materials 
- Milk 
- Sugar 
- Packaging 

 
Liter 
Kg 
Kg 

 
20.000 
13.000 
45.000 

 
2 
2 
1 

 
40.000 
26.000 
45.000 

Total    10.611.000 
 

Source: Data processed. 

 
Based on the table above, it can be explained that the cocoa processing business in 

the “Kakao Unggul” Cooperation in Tanah Luas Sub district incurred the cost of purchasing 
inputs in the form of dried cocoa beans and supporting inputs within one (1) month 
production process of Rp. 10,611,000 and costs the most widely spent is to buy the main raw 
material in the form of dried cocoa beans in the amount of Rp. 10,500,000. 

From the raw materials of agroindustry that uses cocoa which is operated by a 
"Superior Cocoa" Cooperation, it is feasible to be developed, this is due to the operational 
ability to get better results. Based on the analysis carried out, the availability of raw materials 
for cocoa is far greater than the raw material requirements of cocoa beans for the processing 
industry, this is due to a good collaboration between members and management of 
Cooperations in the process of buying and harvesting crops from farmers and Cooperations 
around the location of the cocoa processing Cooperation. 
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Marketing is the process of distributing products both physically and economically from 
producers through the role of other marketing actors such as intermediary traders to end 
consumers. In the marketing process, producers must consider the marketing channels that 
will be used to distribute their products to consumers (Praza, 2017). Marketing activities of 
processed cocoa products in the form of pasta and cocoa powder are carried out by directly 
offering other entrepreneurs both home industries and retailers in the market in Tanah Luas 
Sub District and other market areas in North Aceh District and Lhokseumawe. The demand 
for processed flour and pasta from Cocoa continues to increase, although not too large. 
To be clearer, the description of the demand for processed cocoa products in North Aceh 
District can be seen in the following figure: 
 

 
 

Figure 1 – Demand for processed cocoa products in North Aceh District 
(Source: Primer Data, Processed 2018) 

 
Demand for processed Cocoa products continues to increase while the amount offered 

is still lacking or little, this is due to the growing development of partner businesses that 
collaborate with cocoa processing agro industry businesses, especially in terms of providing 
raw materials for the business, so that there will be greater opportunities for development 
Cocoa processing agro industry business in the future, especially in increasing production 
capacity. 

In addition, in marketing processed products produced by "superior cocoa" 
Cooperations, Cooperation managers establish Cooperation relations with other cocoa 
processing industries in Pidie Jaya District, namely UD. Socolatte, which has already run a 
cocoa processing business with various types of processed products. Cooperations 
operating in North Aceh District act as suppliers of raw materials for the Cocoa processing 
industry, resulting in cocoa derivative products that can be directly consumed by consumers. 

The marketing activities carried out have been going on since the first time this 
business was run with a strong commitment to complement and need each other, especially 
in the aspects of product marketing and distribution, so that the owners and managers of UD. 
Socolatte will be willing to accommodate all products produced by the "Kakao Unggul" 
Cooperation so that in the marketing aspects of cocoa flour and fat produced by the agro 
industry it is very convincing and very likely to be improved. 

Every effort in the production process definitely requires equipment in order to support 
the smooth running of the business. In the use of equipment, the Agro processing business 
does not have problems because this equipment can be easily obtained. The details of the 
investment costs in the Cocoa Processing Agro industry in Tanah Luas Sub District in North 
Aceh District are presented in the table 2. 

Based on the data provided in the table, it can be calculated that the total cost of 
equipment spent on the Cocoa Processing Cooperation in Tanah Luas Sub District, North 
Aceh District is Rp. 56,750,000. The biggest cost is for building registration, which is Rp. 
45,000,000, and the reverse fee is to buy cleaning equipment in the form of brooms, which is 
Rp. 70,000. Depreciation value of equipment is Rp. 4,460,625 / year or Rp. 371,718.75 in 
one production process. 
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Table 2 – Details of Investment in Superior Cocoa Agro industry in Tanah Luas Sub District 
in North Aceh District, Year 2018 

 

No Equipment Total 
Price 

(Rp/Unit) 
The amount of Cost (Rp) Economic Age 

Depreciation 
 

1 Factory building 1 45.000.000 45.000.000 25 1.800.000 
2 Powder grinding machine 1 1.850.000 1.850.000 15 123.333 
3 Plastic adhesive machine 2 700.000 1.400.000 12 116.667 
4 Refrigerator 2 2.000.000 4.000.000 5 800.000 
5 Gas stove 2 350.000 700.000 5 140.000 
6 Pan 3 55.000 165.000 2 82.500 
7 Basin 10 40.000 400.000 1 400.000 
8 Digital scales 2 350.000 700.000 5 140.000 
9 Chocolate mold 3 395.000 1.185.000 8 148.125 

10 Scissor 5 20.000 100.000 2 50.000 
11 Tent 5 200.000 1.000.000 2 500.000 
12 Shovel 4 45.000 180.000 2 90.000 
13 Broom 2 35.000 70.000 1 70.000 

Total 56.750.000 - 4.460.625 
 

Source: Primer Data (Processed 2018). 

 
The value of production is the size of the value of the production obtained by the cocoa 

processing businessman from the results of processing cocoa into processed products which 
is strongly influenced by the size of the production and the level of production prices. For 
more details, the condition of the average production value in the cocoa processing agro 
industry business in Tanah Luas Sub-District North Aceh District can be seen as the table 
below: 
 

Table 3 – Production, Selling price and Production Value 
 

No. Description Unit Price/Amount 
(Rp) 

1 
2. 
3. 
 
 
4. 

Production of cocoa paste / powder 
Cocoa fat production 
Price 
a. cocoa paste / powder 
b. Cocoa fat 
Value of Production Results 
a. cocoa paste / powder 
b. Cocoa fat 
Total Production Value 

Kg 
Kg 
 
Rp/kg 
Rp/kg 
 
Rp 
Rp 
Rp 

125 
104 
 
120.000 
110.000 
 
15.000.000 
11.400.000 
26.440.000 

 

Source: Primer Data (processed 2018). 

 
The table illustrates that the production of processed cocoa produced by the cocoa 

processing agro industry in Tanah Luas Sub District North Aceh District per month is 125 kg 
of cocoa paste and 104 kg of cocoa fat, with a selling price of Rp. 120,000 per kilogram and 
Rp. 110,000 per kilogram, the total value of production is obtained, which is Rp. 26,440,000 
in one month of the production process. 

A business that is run can be categorized as a business that has a high level of 
development, if the fixed costs (fix costs) issued are greater than the cost of variables 
(variable costs). The calculation of production costs is very important to know because it 
relates to the income that will be received by the cocoa processing agro industry 
entrepreneurs in the “Kakao Unggul” Cooperation. To be more clear about the production 
costs incurred in the processing business of the “Kakao Unggul” Cooperation agro industry, 
Tanah Luas Sub District in North Aceh District can be explained in the following table: 

The table above shows that with the total amount of pasta production and cocoa fat 
each of 125 kg and 104 kg and the use of raw materials as much as 300 kg, then the value 
of processed cocoa production that can be produced in processing agroindustry in "Superior 
Cocoa" Cooperations in Tanah Luas Sub District, North Aceh District within one month of the 
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production process which is Rp. 26,440,000, as well as income earned by employers, which 
is Rp. 6,567,281, -. 
 

Table 4 – Production costs and business revenues of processing Agro industry for “Kakao Unggul” 
Cooperations in Tanah Luas Sub District, North Aceh District (one month production process), 2018 

 

No. Expenditures Total 

A. Variable Costs 
 

 
1. Raw Material Rp. 9.000.000 

 
2. Supporting Material Rp. 91.000 

 
3. Labor Cost Rp. 8.060.000 

 
4. General Cost (Electricity) Rp. 850.000 

B. Invesment Cost 
 

 
- Depreciation of tools Rp. 371.718,75 

 
Total Production Costs Rp. 19.872.719 

 
Production Value Rp. 26.440.000 

 
Income Rp. 6.567.281 

 

Source: Primer Data (Processed 2018). 

 
Table 5 – Financial Feasibility of Cocoa Processing 

 

No Investment Criteria Result 
1. 
2. 
3. 
4. 

NPV 
Net B/C 
IRR 
BEP 

141.364.032 
1,64 
35,69 % 
4 years 2 months 17 days 

 

Source: Primer Data (Processed, 2018). 

 
Net Present Value (NPV) calculation is an assessment conducted to compare Present 

Value (present value) of net cash and investment present value, the evaluation criteria for 
decision making is feasible to invest if the Net Present Value calculation results obtained are 
greater than 0. Based on the results of the financial analysis above, it can be seen that the 
Cocoa processing agro industry in Tanah Luas Sub district produces a Net Present Value 
greater than zero, which is Rp 141,364,032. This shows that the Cocoa processing agro 
industry in Tanah Luas Sub district by the "Kakao Unggul" Cooperation will be able to 
provide net benefits at the present time of IDR 141,364,032 during the investment period of 5 
years. Thus, based on the Net Present Value (NPV) assessment criteria, it can be concluded 
that this business is feasible for development. 

The Calculation of Net Benefit Cost of Ratio, the purpose of calculating this criterion is 
to describe the effect of the addition of costs to the additional received. From the calculation 
results, the value of the Net benefit cost of ratio obtained by the Cocoa processing business 
is 1.64. This means that if the industry makes an investment of 1.00, it will get 1.64 times the 
net benefit or profit. The results of the analysis show that the value of the Net benefit cost of 
ratio obtained by this agro-industry is greater than 1, so it can be concluded that the Superior 
Cocoa Cooperation Agro-Industry is feasible to be developed. 

Internal Rate of Return is an assessment carried out with 2 interest rates to obtain a 
Present Value from a positive net cash flow and a Present Value from a negative net cash 
flow, an assessment indicator that is if the value of the Internal Rate of Return is greater than 
the prevailing interest rate in financial institutions, the business is feasible to implement and 
develop. From the results of calculations that have been done that the value of the Internal 
Rate of Return obtained is as much as 35.69% where this value is greater than the level of 
discount factor that is set at 12 percent. Based on the results of this calculation, it can be 
concluded that the cocoa processing agro industry at the “Kakao Unggul” Cooperation is able 
to repay loans with interest charged by banks to reach a high interest rate of 35%. Thus, 
based on the Internal Rate of Return (IRR) assessment criteria, the Cocoa processing agro 
industry in the "Kakao Unggul" Cooperation is feasible. 

Based on the analysis conducted by Break Event Point (BEP), Cocoa processing agro 
industry in Tanah Luas Sub district, North Aceh District occurred at 4 years 2 months 17 
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days. This means that the Cocoa Agro industry business in Tanah Luas Sub district is 
feasible to be developed, because of the time period to return investment faster than the 
economic age of the cocoa processing agro-industry business. 
 

CONCLUSION 
 

Based on the analysis carried out on the prospects and development of the “Kakao 
Unggul” Cooperation agro industry in Tanah Luas Sub district, it can be concluded that the 
“Kakao Unggul” Cooperation Agro industry has a prospect to be developed, this is indicated 
by a review of the availability of the main raw materials in the Cocoa Cooperation Agro 
industry Superior in Tanah Luas Sub District can be obtained from Cooperation members 
and the surrounding community is available quite well. In terms of marketing aspects, cocoa 
processed products are very likely to be developed; this can be seen from the increase in the 
number of requests which continues to increase while the capacity and production capacity is 
still limited. The results of the analysis of the financial aspects of the cocoa processing agro 
industry business in North Aceh District are feasible to develop in terms of the Net Present 
Value of 141,364,032, the Net benefit cost of ratio obtained at 1.64, Internal rate of return 
(IRR) 35.69% and point return home (break even) occurs 4 years 2 months 17 days. 
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ABSTRACT 
This research aims to: 1) analyze the factors affecting productivity, 2) analyze the most 
dominant factors affecting productivity, 3) determine strategies for prevention to the dominant 
factors. The research method includes descriptive research that aims to find out the factors 
affecting labor productivity in the advanced construction project of the Kaubun irrigation 
network in East Borneo Province. The data collection method is carried out by using 
questionnaire. Proportionate stratified random sampling is used to collect the research 
respondents from the contractors as many as 58 people. The research findings found that 
organizational climate factor has an effect of 79.1%, job requirements factor has an effect of 
76.7%, management style factor has an effect of 69.8%, labor social factor has an effect of 
69.8%, labor ability factor has an effect of 60.5%, and work environment factor has an effect 
of 60.5%. Moreover, the most dominant factor affecting labor productivity in the advanced 
construction project of the Kaubun irrigation network in East Borneo Province is the 
organizational climate factor that has an effect of 79.1%. The strategy for overcoming the 
dominant factors of labor productivity is to have 1 personnel perform a full cycle of work and 
create a comfortable working atmosphere and a high sense of togetherness so that 
personnel are not easily attracted by offers from other companies. 
 
KEY WORDS 
Productivity, labor, project, irrigation. 
 

Generally, the domestic business situation is still not very encouraging. In addition, in 
particular, the situation and condition of the number of construction service companies that 
have begun to move in the field of advanced construction project of the Kaubun irrigation 
networks (engineering, procurement, and construction) in Indonesia is increasing. On the 
other hand, the company of advanced construction project of the Kaubun irrigation networks 
currently began to look for new formations in restructuring and focus on its business sector 
after the company of advanced construction project of the Kaubun irrigation networks turned 
upside down in the 1997 monetary crisis. There are many companies of advanced 
construction project of the Kaubun irrigation networks that are out of business. 

Regarding to this matter, the competition between companies of advanced construction 
project of the Kaubun irrigation networks is increasingly competitive. In order for the 
companies of advanced construction project of the Kaubun irrigation networks to compete 
competitively, the company needs good human resources for the advanced construction 
project of the Kaubun irrigation networks; in another sense, human resources should have 
KSA (Knowledge, Skill, Ability/ Attitude). Thus, the success of human resources in carrying 
out the advanced construction project of the Kaubun irrigation networks can be accurate in 
time, cost and quality; based on human resources of the project (Azis, 2018). 

The role of human resources (HR) will greatly determine the success or failure of 
organizations both corporate organizations and project organizations in achieving the vision 
and mission that has been set initially. So, HR has the maximum contribution in achieving 
organizational goals. Human resources (HR) is one of the resources contained in the 
organization, which includes all people who carry out organizational activities. Human 
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resources are the only resources that have reason, feelings, desires, abilities, skills, 
knowledge, encouragement, power, and work. All potential human resources have great 
effect on the organization’s efforts to achieve its objectives. 

Human resources are also called labor. The definition of labor according to Law No. 
25/97 is every man or woman who is in and/ or will do work inside and outside the work 
relationship with the aim of producing goods or services to meet the needs of the society. 
Labor is an investment if it is developed appropriately. If it is managed effectively, it will 
provide compensation for the company of the advanced construction project of the Kaubun 
irrigation networks in the form of greater labor productivity in the advanced construction 
project of the Kaubun irrigation networks that it runs. So, it is expected that the labor can be 
relied upon to achieve the objectives of the project implementation which includes the 
accurate cost, quality, and time. 
Research Problems: 

 What factors affect the low labor productivity in the advanced construction project of 
the Kaubun irrigation networks? 

 What dominant factors affect the low labor productivity in the advanced construction 
project of the Kaubun irrigation networks? 

 What are the appropriate strategies to prevent those dominant factors? 
Research Objectives: 

 Analyzing the factors affecting the low labor productivity; 
 Analyzing the dominant factors affecting the low labor productivity; 
 Determining the appropriate strategies to prevent those dominant factors. 

 
METHODS OF RESEARCH 

 
Based on the method, this research includes descriptive research that aims to 

determine the factors affecting labor productivity in the advanced construction project of the 
Kaubun irrigation networks in East Borneo Province. The method of data collection is carried 
out using a questionnaire. The final objectives of this research are to find out the factors 
affecting labor productivity in the advanced construction project of the Kaubun irrigation 
networks in East Borneo Province and the strategies that must be carried out to overcome 
them. 

This research uses a survey method by capturing respondent opinions, experiences 
and attitudes regarding the problems that have been experienced in the advanced 
construction project of the Kaubun irrigation networks in East Borneo Province, by taking 
primary data through questionnaires and secondary data from related institutions. Based on 
the factors affecting labor productivity, the factors can be determined and then followed by 
determining the variables to be used as questions to be measured in the form of a 
questionnaire. 

Population and Samples. The research population is people from contractors who 
know the conditions and work or are directly involved in the advanced construction project of 
Kaubun irrigation networks in East Borneo Province. In this research, the sample is taken 
randomly using disproportionate stratified random sampling (Sugiyono, 2010). From the 
calculation results, the total number of samples to be taken is 53 respondents. Proportionate 
stratified random sampling is used to take the number of respondents from contractors as 
many as 58 people. 

Research Variables. The research variables include the independent variables (X) 
which consist of: Labor Ability (X1), Labor Social (X2), Work Environment (X3), Company 
Management Style (X4), Job Requirements (X5), and Organizational Climate (X7). To obtain 
data through a questionnaire, the questions are arranged and linked to these variables 
according to their respective indicators. 

Data Collection. Data collection is carried out through a questionnaire with statement 
items relating to factors affecting labor productivity in the advanced project construction of 
Kaubun irrigation networks in East Borneo Province. In addition, the Likert scale with a range 
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of 1 to 4 (strongly disagree - strongly agree) is used to find out the most dominant factors 
affecting the labor productivity and to avoid the middle value (doubtful) which is difficult to 
interpret between agreeing and disagreeing. So, the firmness of the respondents in 
answering questions from the questionnaire can be obtained. The items in the research 
variable are designed (arranged) with positive questions, so number one is a very negative 
response code for one of the questions, while number four is a very positive response code 
for one of the questions. 

Data Processing and Analysis. Data obtained from survey results (questionnaires) will 
later be processed to obtain information in table form. The processed data is used to answer 
the problem statement. Data processing should pay attention to the type of data by focusing 
on the objectives to be achieved. The accuracy of analytical techniques greatly affects the 
accuracy of the research findings. The data analysis technique used here is descriptive 
statistics, factor analysis and multiple linear regression analysis (Cohen et. al., 2014). Data 
from questionnaires with a range of 1 to 4 from each variable are then reassessed. Thus, 
each variable containing several indicators will produce only one score value which is then 
analyzed using factor analysis and multiple linear regression analysis (Tabachnick & Fidell, 
2007). Data processing is carried out with the help of the Statistical Package for Social 
Science (SPSS) program for Windows. 

Descriptive Analysis. In this research, a descriptive analysis using frequency 
distribution aims to explain the proportion of respondents’ answers to factors affecting the 
low labor productivity in the advanced project construction of Kaubun irrigation networks in 
East Borneo Province with a scale of 1-4 (strongly disagree - strongly agree). Descriptive 
analysis testing is conducted by analyzing percentages and using procedure frequencies that 
use SPSS tools. 

Factor Analysis. Factor analysis used in this research aims to reduce and analyze the 
factors that illustrate the low labor productivity. This analysis produces information about the 
data structure of low labor productivity. The results of factor analysis on 8 variables that are 
suspected as the cause of low labor productivity will go through the feasibility test of 
variables to determine the correlation between the variables or indicators (Everitt & Dunn, 
2001). If the MSA value < 0.5 the variable will be issued then it will be recalculated until it has 
an MSA value > 0.5 so that the factor value is feasible to be analyzed further. Then these 
variables will be extracted into several main factors that have dimensions smaller than the 
total number of indicators (Ghozali, 2006). 

Factors that have an Eigen Value greater than one (λ > 1), for example F1 and F2, it 
will be concluded that there are only 2 significant factors. To be able to interpret F1 and F2, 
the magnitude of these factors must be considered from each variable. Meanwhile, factors 
that have an Eigen Value smaller than one (λ < 1) will be ignored. Several stages in the 
analysis of factors and steps in the reduction process consist of: 

 The tests used here are the KMO (Kaiser Meyer Olkin) Measure of Sampling 
Adequacy and Bartlett’s Test. Then, this test is based on the correlation matrix. The 
results of the overall questionnaire testing are tested using the KMO (Kaiser Meyer 
Olkin) Measure of Sampling Adequacy, i.e. an index used to test the accuracy of 
factor analysis. Samples are accepted if the value of KMO Measure of Sampling 
Adequacy (MSA) ≥ 0.5. In addition, the anti-image index ranges from 0 to 1. The 
index will be 1 if all elements of the matrix have a correlation value of zero which 
indicates that all attributes can be predicted without error. In other words, if the anti-
image index value approaches one then it will increasingly show that all attributes can 
be predicted with smaller errors (Kaiser, 1974). 

 Kaiser Meyer Olkin Measure of Sampling Adequacy is a statistic that indicates the 
proportion of diversity in components that can be made the foundation in using factor 
analysis. A high value (close to 1.0) generally indicates that factor analysis is very 
useful for the data. If the value is less than 0.50, the results of factor analysis will be 
less useful (Kaiser, 1974). 

 Bartlett’s Test of Sphericity is used to test the hypothesis whether or not the 
correlation matrix is an identity matrix that will indicate that the components used are 
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not correlated and are suitable for use in factor analysis. Low scores (less than 0.05) 
indicate that the results of factor analysis will be appropriate (Kaiser, 1974). 

 
RESULTS OF STUDY 

 
Descriptive Analysis. The data analysis test related to the factors affecting labor 

productivity in the advanced project construction of the Kaubun irrigation networks in East 
Borneo Province was carried out descriptively using frequency distribution. It is calculating 
the percentage of the average score of each item question to describe the level of 
achievement of a criterion compared with predetermined criteria. 

Labor Ability Factor (X1). Description on labor ability factor (X1) can be seen in Table 1 
as follows: 
 

Table 1 – Descriptive Analysis of Labor Ability Factor (X1) 
 

Questions Frequency Percent Valid Percent Cumulative Percent 
Not influential 4 4.7 4.7 4.7 

Less influential 6 9.3 9.3 14.0 
Quite influential 9 16.3 16.3 30.2 

Influential 29 62.8 62.8 93.0 
Very influential 5 7.0 7.0 100.0 

Total 53 100.0 100.0  

 
On the labor ability factor, 4 respondents or around 4.7% stated that it is not influential, 

6 respondents or about 9.3% stated that it is less influential, 9 respondents or around 16.3% 
stated that it is quite influential, 29 respondents or about 62.8% stated that it is influential, 
and the remaining 5 respondents or around 7.0% stated that it is very influential. 
Furthermore, it can be concluded that the description of the labor ability factor (X1) found that 
69.8% of respondents stated that it is influential, 16.3% of respondents stated that it is quite 
influential and the other 14.0% stated that it is less influential with the labor ability factor. 

Labor Social Factor (X2). Description on labor social factor (X2) can be seen in Table 2 
as follows: 
 

Table 2 – Descriptive Analysis of Labor Social Factor (X2) 
 

Questions Frequency Percent Valid Percent Cumulative Percent 
Not influential 3 2.3 2.3 2.3 

Less influential 4 4.7 4.7 7.0 
Quite influential 12 23.3 23.3 30.2 

Influential 28 60.5 60.5 90.7 
Very influential 6 9.3 9.3 100.0 

Total 53 100.0 100.0  

 
On the labor social factor, 3 respondents or around 2.3% stated that it is not influential, 

4 respondents or about 4.7% stated that it is less influential, 12 respondents or around 
23.3% stated that it is quite influential, 28 respondents or about 60.5% stated that it is 
influential, and the remaining 6 respondents or around 9.3% stated that it is very influential. 
Furthermore, it can be concluded that the description of the labor social factor (X2) found that 
69.8% of respondents stated that it is influential, 23.3% of respondents stated that it is quite 
influential and the other 7.0% stated that it is less influential with the labor social factor. 

Work Environment Factor (X3). Description on work environment factor (X3) can be 
seen in Table 3 as follows in the table 3. 

On the work environment factor, 4 respondents or around 4.7% stated that it is not 
influential, 6 respondents or about 9.3% stated that it is less influential, 13 respondents or 
around 25.6% stated that it is quite influential, 21 respondents or about 44.2% stated that it is 
influential, and the remaining 9 respondents or around 16.3% stated that it is very influential. 
Furthermore, it can be concluded that the description of the work environment factor (X3) 
found that 60.5% of respondents stated that it is influential, 25.6% of respondents stated that 
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it is quite influential and the other 14.0% stated that it is less influential with the work 
environment factor. 
 

Table 3 – Descriptive Analysis of Work Environment Factor (X3) 
 

Questions Frequency Percent Valid Percent Cumulative Percent 
Not influential 4 4.7 4.7 4.7 

Less influential 6 9.3 9.3 14.0 
Quite influential 13 25.6 25.6 39.5 

Influential 21 44.2 44.2 83.7 
Very influential 9 16.3 16.3 100.0 

Total 53 100.0 100.0  

 
Management Style Factor (X4). Description on management style factor (X4) can be 

seen in Table 4 as follows: 
 

Table 4 – Descriptive Analysis of Management Style Factor (X4) 
 

Questions Frequency Percent Valid Percent Cumulative Percent 
Not influential 3 2.3 2.3 2.3 

Less influential 14 27.9 27.9 30.2 
Quite influential 28 60.5 60.5 90.7 

Influential 6 9.3 9.3 100.0 
Total 53 100.0 100.0  

 
On the management style factor, 3 respondents or around 2.3% stated that it is not 

influential, 14 respondents or about 27.9% stated that it is less influential, 28 respondents or 
around 60.5% stated that it is quite influential, and the remaining 6 respondents or around 
9.3% stated that it is influential. Furthermore, it can be concluded that the description of the 
management style factor (X4) found that 69.8% of respondents stated that it is influential, 
27.9% of respondents stated that it is less influential and the other 2.3% stated that it is not 
influential with the management style factor. 

Job Requirement Factor (X5). Description on job requirement factor (X5) can be seen 
in Table 5 as follows: 
 

Table 5 – Descriptive Analysis of Job Requirement Factor (X5) 
 

Questions Frequency Percent Valid Percent Cumulative Percent 
Not influential 6 9.3 9.3 9.3 

Less influential 8 14.0 14.0 23.3 
Quite influential 26 55.8 55.8 79.1 

Influential 11 20.9 20.9 100.0 
Total 53 100.0 100.0  

 
On the job requirement factor, 6 respondents or around 9.3% stated that it is not 

influential, 8 respondents or about 14.0% stated that it is less influential, 26 respondents or 
around 55.8% stated that it is quite influential, and the remaining 11 respondents or around 
20.9% stated that it is influential. Furthermore, it can be concluded that the description of the 
job requirement factor (X5) found that 76.7% of respondents stated that it is influential, 
14.0% of respondents stated that it is less influential and the other 9.3% stated that it is not 
influential with the job requirement factor. 

Organizational Climate Factor (X6). Description on organizational climate factor (X6) 
can be seen in Table 6. 

On the organizational climate factor, 3 respondents or around 2.3% stated that it is not 
influential, 4 respondents or about 4.7% stated that it is less influential, 8 respondents or 
around 14.0% stated that it is quite influential, 25 respondents or about 53.5% stated that it is 
influential, and the remaining 13 respondents or around 25.6% stated that it is very 
influential. Furthermore, it can be concluded that the description of the organizational climate 
factor (X6) found that 79.1% of respondents stated that it is influential, 14.0% of respondents 
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stated that it is quite influential and the other 7.0% stated that it is less influential with the 
organizational climate factor. 
 

Table 6 – Descriptive Analysis of Organizational Climate Factor (X6) 
 

Questions Frequency Percent Valid Percent Cumulative Percent 
Not influential 3 2.3 2.3 2.3 

Less influential 4 4.7 4.7 7.0 
Quite influential 8 14.0 14.0 20.9 

Influential 25 53.5 53.5 74.4 
Very influential 13 25.6 25.6 100.0 

Total 53 100.0 100.0  

 
From X1 to X6, the variables that have the most dominant factors are as follows: 

organizational climate factor with influential respondent answer of 79.1%, job requirement 
factor with influential respondent answer of 76.7%, management style factor with influential 
respondent answer of 69.8%, labor social factor with influential respondent answer of 69.8%, 
labor ability factor with influential respondent answer of 60.5%, dan work environment factor 
with influential respondent answer of 60.5%, 

Factor Analysis. A collection of variables is feasible to use factor analysis if it has a 
high level of dependence. The indication of this level of dependence is determined by the 
values of KMO (Keizer Meyer Olkin) and MSA (Measures Sampling Adequacy) (Sharma, 
1996). The following are the results of the selection of indicators (items) affecting the time 
and cost target of contract implementation. Selection is conducted on the MSA values. 
Variables with the lowest value of MSA items and less than 0.50 will be dropped (drop) then 
the recalculation is carried out until all items have MSA values of more than 0.50. The 
analysis results of the 6 variables found that there is an item that had to be excluded 
because it had an MSA value of less than 0.50. 

After the selection of feasible items (screening of items), it obtained items that meet the 
requirements for analysis. Next is summarizing or extracting a set of items. The results of 
factor extraction were continued by interpreting the loading factor of each item. The factor will 
represent a number of items if the factor loading is more than 0.50. Loading factors also 
explain the amount of the correlation of an item with the factors. The results of loading 
factors are obtained from the Component Matrix. If there are many significant factors, 
difficulties are often found in the interpretation of factors due to overlapping of extracted 
factors. To overcome this, factor rotation is carried out. So, the results of factor extraction will 
be seen from the Rotated Component Matrix calculation. Varimax rotation method is used to 
obtain optimal factor loading (Abdi, 2003). 

Latent Variable of Labor Ability (X1). The latent variable of labor ability is measured by 
5 items of questions which are descriptors of things that become a measure of the effect on 
labor productivity. 
 

Table 5 – Results of Factor Analysis for Latent Variable of Labor Ability 
 

Manifest Variables Communality Values 
Loading 
Factor 1 

Loading 
Factor 2 

KMO MSA 
Significance 

of Bartlett's Statistics 
X1.1 0.592 0.512 0.574 

0.620 

0.627 

0.000 

X1.2 0.751 0.542 0.676 0.539 
X1.3 0.522 0.721 0.045 0.720 

Eigen Value 1.784 1.468 
 Total Diversity 35.678 29.368 

Cumulative Total Diversity 35.678 65.046 

 
Table 5 shows a summary of communality values, loading factors, KMO, MSA and 

significance of Bartlett’s statistics for manifest variables (indicators) of latent variable of labor 
ability. Based on the above table, the loading value of Factor 1 and the MSA value are not all 
above 0.5 so it can be concluded that not all answers to questions for each indicator in the 
latent variable of labor ability can be used for further analysis. The KMO value of 0.620 has 
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been above 0.5. This shows that the suitability of the application of the model with factor 
analysis for these variables is quite good. The Bartlett’s test significance value of 0.000 is 
less than α (0.05). It shows that the correlation matrix between manifest variables (indicators) 
is not an identity matrix (it is likely that the matrix = 0). So, it can be concluded that the 
answers to questions for each indicator on the latent variable of labor ability can be used for 
further analysis. Based on the results of factor analysis with the main component analysis 
extraction method, it turns out that 2 significant Eigen values can be obtained (> 1.0), with 
the cumulative percentage level of contribution to the research data amounting to 65.046%. 
The table above shows that all manifest variables that form latent variables of labor capability 
have loading factor values above 0.5. 
 

Table 6 – Final Results of Factor Analysis for Latent Variable of Labor Ability 
 

Manifest Variables Communality Values Loading Factor 1 KMO MSA Significance of Bartlett's Statistics 
X1.1 0.571 0.755 

0.643 

0.613 

0.000 

X1.3 0.671 0.819 0.611 
X1.5 0.391 0.625 0.720 

Eigen Value 2.117 
- Total Diversity 52.931 

Cumulative Total Diversity 52.931 

 
Latent Variable of Labor Social (X2). The latent variable of labor social is measured by 

6 items of questions which are descriptors of things that become a measure of the effect on 
labor productivity. 
 

Table 7 – Results of Factor Analysis for Latent Variable of Labor Social 
 

Manifest 
Variables 

Communality 
Values 

Loading 
Factor 1 

Loading 
Factor 2 

Loading 
Factor 3 

KMO MSA 
Significance of Bartlett's 

Statistics 
X2.1 0.602 0.615 -0.277 -0.384 

0.584
0.637

0.015 X2.2 0.677 0.757 0.314 0.070 0.645
X2.3* 0.855 -0.008 -0.054 0.923 0.458
X2.4 0.590 0.761 0.101 -0.018 

- 

0.677

- 
Eigen Value 1.573 1.457 1.220 

- Total Diversity 26.222 24.290 20.327 
Cumulative Total Diversity 26.222 50.512 70.839 

 
Table 8 – Final Results of Factor Analysis for Latent Variable of Labor Social 

 

Manifest Variables Communality Values Loading Factor 1 KMO MSA Significance of Bartlett's Statistics 
X2.1 0.380 0.616 

0.592 

0.680 

0.020 

X2.2 0.612 0.783 0.570 
X2.4 0.582 0.763 0.577 

Eigen Value 1.574 
 Total Diversity 52.455 

Cumulative Total Diversity 52.455 

 
Table 7 shows a summary of communality values, loading factors, KMO, MSA and 

significance of Bartlett’s statistics for manifest variables (indicators) of latent variable of labor 
social. Based on the above table, the loading value of Factor 1 and the MSA value are not all 
above 0.5; for example, X2.3, X2.5 and X2.6 indicators, those indicators in the latent variable 
of labor social cannot be used for further analysis. The KMO value of 0.584 has been above 
0.5. This shows that the suitability of the application of the model with factor analysis for 
these variables is quite good. The Bartlett’s test significance value of 0.0015 is less than α 
(0.05). It shows that the correlation matrix between manifest variables (indicators) is not an 
identity matrix (it is likely that the matrix = 0). So, it can be concluded that the answers to 
questions for each indicator on the latent variable of labor social can be used for further 
analysis. 

Based on the results of factor analysis with the main component analysis extraction 
method, 3 Eigen values turned out to be quite meaningful (> 1.0), with the cumulative 
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percentage level of contributing factors to the research data amounting to 70,839%. The 
cumulative contribution rate indicates that the effect of labor productivity on the advanced 
construction project of the Kaubun irrigation network in East Borneo Province can be 
explained by 70.839% by indicators of the latent variable of social labor (X2), while the 
remaining 29.161% is an error or formed by other indicators that have not been detected in 
this research. The table above shows that all manifest variables that make up the latent 
variable of labor social have loading factor values above 0.5 but not all manifest variables fit 
in Factor 2. The latent variable is not as much as initial prediction, i.e. 3 manifest variables 
consisting of social availability labor (X2.1). The final results of factor analysis can be seen in 
Table 8 in which the reduction is made only to X2.1, X2.2, X2.4. The values of KMO and 
Bartlett's Significance Test were 0.592 and 0.020, respectively. 

Latent Variable of Work Environment (X3). The latent variable of work environment is 
measured by 3 items of questions which are descriptors of things that become a measure of 
the effect on labor productivity. 
 

Table 9 – Results of Factor Analysis for Latent Variable of Work Environment 
 

Manifest Variables Communality Values Loading Factor 1 KMO MSA Significance of Bartlett's Statistics 
X3.1 0.264 0.514 

0.760 
0.825 

0.000 
X3.2 0.522 0.723 0.770 

Eigen Value 2.502 
   Total Diversity 50.031 

Cumulative Total Diversity 50.031 

 
Table 9 shows a summary of communality values, loading factors, KMO, MSA and 

significance of Bartlett’s statistics for manifest variables (indicators) of latent variable of work 
environment. Based on the above table, the MSA values are all above 0.5 so it can be 
concluded that indicators in the latent variable of work environment can be used for further 
analysis. The KMO value of 0.760 has been above 0.5. This shows that the suitability of the 
application of the model with factor analysis for these variables is quite good. The Bartlett’s 
test significance value of 0.000 is less than α (0.05). It shows that the correlation matrix 
between manifest variables (indicators) is not an identity matrix (it is likely that the 
matrix = 0). So, it can be concluded that the answers to questions for each indicator on the 
latent variable of work environment can be used for further analysis. Based on the results of 
factor analysis with the main component analysis extraction method, it turns out that only 1 
significant Eigen value can be obtained (> 1.0), with the cumulative percentage level of 
contribution to the research data amounting to 50.031%. 

Latent Variable of Management Style (X4). The latent variable of management style is 
measured by 9 items of questions which are descriptors of things that become a measure of 
the effect on labor productivity. 
 

Table 10 – Results of Factor Analysis for Latent Variable of Management Style 
 

Manifest Variables Communality Values Loading Factor 1 Loading Factor 2 Loading Factor 3 MSA 
X4.1* 0.322 0.390 -0.156 -0.381 0.448 
X4.2 0.620 0.775 0.122 -0.069 0.590 
X4.3 0.696 0.827 -0.051 0.092 0.773 
X4.4 0.640 0.627 0.494 0.051 0.707 
X4.5 0.605 0.736 -0.103 0.230 0.454 

Eigen Value 2.439 1.700 1.616 
- Total Diversity 27.102 18.886 17.953 

Cumulative Total Diversity 27.102 45.988 63.942 

 
Table 10 shows a summary of communality values, loading factors, KMO, MSA and 

significance of Bartlett’s statistics for manifest variables (indicators) of latent variable of 
management style. The above table presents the values of loading factor 1 and MSA. 
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Table 11 – Final Results of Factor Analysis for Latent Variable of Management Style 
 

Manifest Variables Communality Values Loading Factor 1 KMO MSA Significance of Bartlett's Statistics 
X4.2 0.582 0.763 

0.763 

0.744 

0.000 

X4.3 0.680 0.824 0.720 
X4.4 0.500 0.707 0.823 
X4.5 0.591 0.769 0.763 

Eigen Value 2.353 
 Total Diversity 58.824 

Cumulative Total Diversity 58.824 

 
Latent Variable of Job Requirement (X5). The latent variable of job requirement is 

measured by 4 items of questions which are descriptors of things that become a measure of 
the effect on labor productivity. 
 

Table 12 – Results of Factor Analysis for Latent Variable of Job Requirement 
 

Manifest Variables Communality Values Loading Factor 1 KMO MSA Significance of Bartlett's Statistics 
X5.1 0.600 0.775 

0.599 

0.599 

0.009 

X5.2 0.531 0.559 0.596 
X5.3 0.525 0.502 0.596 
X5.4 0.764 0.765 0.526 

Eigen Value 1.241 
- Total Diversity 60.028 

Cumulative Total Diversity 60.028 

 
Table 12 shows a summary of communality values, loading factors, KMO, MSA and 

significance of Bartlett’s statistics for manifest variables (indicators) of latent variable of job 
requirement. Based on the above table, the MSA values are all above 0.5 so it can be 
concluded that indicators in the latent variable of job requirement can be used for further 
analysis. The KMO value of 0.599 has been above 0.5. This shows that the suitability of the 
application of the model with factor analysis for these variables is quite good. The Bartlett’s 
test significance value of 0.009 is less than α (0.05). It shows that the correlation matrix 
between manifest variables (indicators) is not an identity matrix (it is likely that the matrix = 
0). So, it can be concluded that the answers to questions for each indicator on the latent 
variable of job requirement can be used for further analysis. Based on the results of factor 
analysis with the main component analysis extraction method, it turns out that only 1 
significant Eigen value can be obtained (> 1.0), with the cumulative percentage level of 
contribution to the research data amounting to 60.028%. 
 

Table 13 – Summary of Strategies for Overcoming Dominant Factors of Labor Productivity 
in the Advanced Construction Project of the Kaubun Irrigation Network in East Borneo Province 

 

No Aspect/ Factor Strategies 

1 
Organizational 

Climate 

Having 1 personnel to perform a full cycle of work; 
Creating a comfortable working atmosphere and a high sense of togetherness so that 

personnel are not easily attracted by offers from other companies 

 
CONCLUSION 

 
From X1 to X6, the variables that have the most dominant factors are as follows: 

organizational climate factor has an effect of 79.1%, job requirements factor has an effect of 
76.7%, management style factor has an effect of 69.8%, labor social factor has an effect of 
69.8%, labor ability factor has an effect of 60.5%, and work environment factor has an effect 
of 60.5%. Moreover, the most dominant factor affecting labor productivity in the advanced 
construction project of the Kaubun irrigation network in East Borneo Province is the 
organizational climate factor that has an effect of 79.1%. The strategy for overcoming the 
dominant factors of labor productivity is to have 1 personnel perform a full cycle of work and 
create a comfortable working atmosphere and a high sense of togetherness so that 
personnel are not easily attracted by offers from other companies. 
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ABSTRACT 
The objectives of this research are: 1) to analyze the way of calculating investment analysis, 
2) to analyze the way of calculating the length of cooperation time with the investors of 
construction of Convention Hall in Sangatta of Kutai Timur Regency by using the cooperation 
system of Build-Operate-Transfer (BOT). This research applied the method of Payback 
Period (PP), Average Rate of Return (ARR), Discounted Cash Flow (DCF), calculation 
technique, Internal Rate of Return, and Net Present Value (NPV). Based on the calculation of 
investment analysis on the construction of Convention Hall in Sangatta of Kutai Timur 
Regency, the NPV is IDR 28,341,003,415, the calculation of IRR 12.08% > the expected 
result rate 10%. ARR calculation results obtained the ratio between the rate of net profit from 
this Convention Hall business has the investment age that is quite promising. In addition, 
based on the results of calculations, if Net b/c > 1, then the development activities to be 
carried out are feasible. The result of the calculation of Net b/c is 1.83 so that the 
construction of Convention Hall is feasible to carry on. Furthermore, after obtaining the ROI 
value, a company will have certainty and confidence that its business can continue and 
develop because its profit margin is worth 8.937% per year. The cooperation time with the 
investors of construction of the Convention Hall in Kutai Timur of East Borneo was carried 
out using the cooperation system of Build-Operate-Transfer (BOT) based on the calculation 
of cash flow (P/F, 10%, n). 
 
KEY WORDS 
Investment, build-operate-transfer, convention hall, public service. 
 

As a developing region, Kutai Timur Regency is actively conducting development 
programs in various sectors of life. Sangatta City, as the capital of Kutai Timur Regency, also 
has its own magnetic appeal for the people of Kutai Timur Regency to seek employment and 
hope. The magnitude of this accelerated development has an impact on the environmental 
structure throughout the Kutai Timur Regency. The Convention Hall is a building in Sangatta 
City of Kutai Timur Regency, which later will have a mixed used center concept consisting of 
Meeting Incentive, Convention and Exhibition (MICE) facilities plus a playground, cinema. 

The management aspect of the Convention Hall in Sangatta City of Kutai Timur 
Regency is very important, including the stipulation of rental prices, because the revenue 
from this lease will return investment funds and will finance the operation of the Convention 
Hall in Sangatta City of Kutai Timur Regency as a whole. This research was conducted to 
determine the investment and management values by obtaining rental prices for space, both 
mall and space at the Convention Hall. To realize the construction of the Convention Hall in 
Sangatta City of Kutai Timur Regency that is sturdy and sustainable and integrated and 
dynamic, it needs to be planned appropriately. Thus, a long planning process in the field of 
guidance, development and construction has an orientation to face the future. It requires a 
consistent and sustainable direction, so that it does not oscillate in changing situations. 

Looing at the limited quality of human resources, infrastructure targets, and inadequate 
budget support, the demand for policy formulation and the accuracy of the selection of 
programs arranged in the form of implementing the wheels of government and other fields 
must be able to answer the demands in all fields. Thus, the related institutions will have to 
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develop aspects in all fields of cooperation and socialization between related agencies and 
institutions. Therefore, on the basis that a plan is a program that contains a detailed 
description of the planned work, then the plan must be made on a work plan that includes 
careful, efficient, effective and rational work descriptions that require teamwork (Azis, 2016). 

Research Problems: 

 How much are the investment in the construction of the Convention Hall that is 
appropriate to be built in Sangatta City of Kutai Timur Regency? 

 When using the Build-Operate-Transfer (BOT) cooperation system, how long does it 
take to cooperate with the investors in the construction of the Convention Hall in 
Sangatta City of Kutai Timur Regency? 

Research Objectives: 

 Analyzing the way of calculating investment analysis in construction of the 
Convention Hall di in Sangatta City of Kutai Timur Regency; 

 Analyzing the way of calculating the length of cooperation time with the investors of 
construction of convention hall in Sangatta of Kutai Timur Regency by using the 
cooperation system of Build-Operate-Transfer (BOT). 

 
METHODS OF RESEARCH 

 
Investment Analysis Instrument. Feasibility Analysis needs to examine matters relating 

to research instruments with financial aspects which include: 

 Payback Period (PP). In this way, the value of money is considered not to shrink in 
the following years. If the amount of profit is already greater than the total cost 
incurred, when the payback period is still faster than the age of the project function 
(property), then the project is considered profitable (Lefley, 1996; Wong et.al., 2007; 
Mao, 1970); 

 Average Rate of Return (ARR). The rate of net profit is the amount of net profit 
divided by the length of the project life or the average annual profit. In this calculation, 
the value of money is also considered to be not shrinking by the time. However, the 
calculation of the value of profits is still carried out during the life of the project. If the 
rate of profit gives a positive number, the project is profitable in which the greater the 
number means the more profitable it is (Easton, 2004; Goto & Suzuki, 1989); 

 Discounted Cash Flow (DCF). Discounting calculation techniques allow the 
assessment of projects with different ages and investments so that the pattern of 
costs and benefits over the life of the project is also different. Discounting makes it 
possible to determine what discount rate will be used in the calculation (Lundholm & 
O'keefe, 2001; Fernandez, 2002); 

 Internal Rate of Return. Calculation of IRR on an investment is carried out by bringing 
all the consequences that occur in the form of cash flow and then looking for an IRR 
(interest rate/ i) which equates to PV costs and PV benefits. After that, it is compared 
with MARR (i *). If IRR (i)> MARR (i *), then the investment is considered to be 
feasible (Hartman & Schafrick, 2004); 

 Net Present Value (NPV). The simplest criterion of the other criteria is to calculate the 
difference between the value of the current benefit flow and the current cost flow 
values of the project over the life of the project, at a certain interest rate (Shrieves & 
Wachowicz, 2001). 

 
NPV = PV Benefit – PV Cost 

 
Decisions that can be made are: if NPV > 0 means that the project can be profitable. 

Meanwhile, if NPV < 0 then the project is not profitable. 
Data Collection Technique. Data sources of feasibility analysis may come from 

secondary data sources, namely data relating to the Convention Hall building. Usually, the 
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data obtained from documentation to explore data from secondary sources, namely data that 
already exists in the work of financial statement analysis of the Convention Hall building. 
 

RESULTS OF STUDY 
 

Investment Planning Data. To conduct the investment analysis of the Convention Hall 
building, the initial step taken is collecting data, both primary and secondary data. The 
following are the results of the data obtained by the authors. These data are obtained from 
the planning data of the Convention Hall building. Based on these data, it is expected to be 
used as a reference for calculating investment analysis in the Convention Hall building in 
Sangatta City, Kutai Timur Regency. Based on the drawing plan, the author obtains the 
following planning data: 
 

Table 1 – Area of the Building 
 

No Description Size From The Picture Unit From The Picture (F) Area From The Picture (G) (M
2
) 

1 2 3 4 5 = 3*4 

1 Meeting Room 10m x 12m 3 360 

2 Stand 3m x 4m 136 1.632 

3 Rental Office 5m x 12m 9 540 

4 Convention Hall 40m x 60m 1 2.400 

5 Cafe 10m x 15m 1 150 

6 Internet Cafe 7m x 11m 1 77 

7 Coffee Shop 10m x 11m 1 110 

8 Store 3m x 5m 48 720 

9 Office 7m x 9m 4 252 

Total 6.241 

 
Based on the above table, the building consists of nine parts with a total area 

of 6,241 m2. 
Cost Estimation Calculation. Investment costs are obtained from the Budget Plan for 

the construction of the Convention Hall in Sangatta City of Kutai Timur Regency. In addition 
to the Budget Plan, the authors estimated costs for several expenditure items that are 
predicted to be needed after the Convention Hall building is established. The following are 
the details of the investment costs for the Convention Hall building in Sangatta City of Kutai 
Timur Regency: 
 

Table 2 – Investment Depreciation Costs 
 

No Items Cost Description 

1 Land 10,000,000,000 
price predictions for planned locations are taken from the 

National Land Agency 

2 Construction 1 150,000,000,000 taken from the calculation of the budget plan 

3 Construction 2 75,000,000,000 taken from the calculation of the budget plan 

4 Public Facilities 15,000,000,000 taken from the calculation of the budget plan 

5 
Water, Electricity, and Telephone 

Installation 
1,500,000,000 taken from the budget plan 

6 Equipment 500,000,000 taken from the budget plan 

7 Legalization 150,000,000 
in accordance with government regulations regarding 

Building Construction Permits 

8 Transportation 500,000,000 project requirements 

Total of Construction 252,650,000,000  

9 Working Capital 2,500,000,000 
capital issued before project implementation (preparatory 

work) 

10 Total of Working Capital 2,500,000,000  

Total of Investment 255,150,000,000  

 
Based on the above table, land, construction 1, construction 2, public facilities, water, 

electricity, and telephone installation and equipment items are obtained from the Budget 
Plan. Meanwhile, legalization is obtained in accordance with government regulations 



RJOAS, 1(85), January 2019 

307 

regarding Building Construction Permits. In addition, transportation and working capital are 
obtained from the authors’ estimation. All investment costs above represent depreciated 
investment costs, whereas the investment costs that do not experience depreciation, can be 
calculated by assuming the total non-depreciation costs of IDR 2,500,000,000. 

Feasibility Evaluation of the Investment Plan. Before analyzing the calculation using the 
Net Present Value Method (NPV), the calculation of the Net Cash Flow is conducted first by 
reducing the value of income each year with non-depreciating operational values. The 
calculation uses the help of the table below. The following are the steps used to do the 
calculation. 
 

V = S – T 

 
Where: V - Net Present Value (IDR); S - Income in the n year (IDR); T - Total Non-
Depreciation Operations (IDR) (formula notation uses the notation in the column). 
 

Table 3 – Net Cash Flow 
 

No Year 
Income Non-Depreciation Operations Net Cash Flow 

S T V=S-T 

1 2 3 4 5 = 3-4 

1 2017 28,206,076,000 - 28,206,076,000 

2 2018 31,960,304,716 2,832,750,000 29,127,554,716 

3 2019 36,214,221,273 3,209,789,025 33,004,432,248 

4 2020 41,034,334,125 3,637,011,944 37,397,322,180 

5 2021 46,496,003,997 4,121,098,234 42,374,905,763 

6 2022 52,684,622,129 4,669,616,409 48,015,005,720 

7 2023 59,696,945,334 5,291,142,353 54,405,802,981 

8 2024 67,642,608,758 5,995,393,400 61,647,215,358 

9 2025 76,645,839,984 6,793,380,262 69,852,459,722 

10 2026 86,847,401,285 7,697,579,175 79,149,822,111 

Total 527,428,357,600 44,247,760,802 483,180,596,798 

 
After the Net Cash Flow value is obtained, then the calculation of the Net Present 

Value (NPV) can be performed. The simplest criterion of the other criteria is to calculate the 
difference between the value of the current benefit flow and the current cost flow values of 
the project over the life of the project, at a certain interest rate. 
 

NPV = PV Benefit – PV Cost 

 
Decisions that can be made are: if NPV > 0 means that the project can be profitable. 

Meanwhile, if NPV < 0 then the project is not profitable. The following steps are used to 
calculate the Net Present Value (NPV): 

 Cash flow from the calculation in table 4.10 above is calculated by formula 
code W = T; where: W = T is Total Non-Depreciation Operations (IDR) (formula 
notation uses the notation in the column); 

 P/F factor or interest factor is obtained from the interest table in technical economics 
books or obtained in the following ways: P/F factor = (1 + i)-n with the X symbol on 
the table; 

 Calculating the value of PV. Y = W x X; where: Y - Net Present Value (PV) (IDR); W - 
Total Non-Depreciation Operations (IDR); X - interest factor (formula notation uses 
the notation in the column). 

More detailed calculations can be seen in Table 4 below. 
Based on table 4 above, the value can be known after getting PV Benefit - PV Cost. By 

using a result rate of 10% and calculating the residual value at the end of the business 
convention hall, then the NPV analysis can be calculated. Based on Table 4.11 the results of 
the NPV convention hall business calculation obtain an NPV value of IDR 28,341,003,415 
(NPV > 0). Thus, the business of this convention hall is feasible/ appropriate to run. 
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Table 4 – Net Present Value 
 

No Year 
Cash Flow (IDR) P/F; 0%; n PV IDR 

W = T X Y= W*X 

1 2 3 4 5 = 3*4 

1 2016 (255,150,000,000) 1 (255,150,000,000) 

2 2017 28,206,076,000 0.9091 25,641,887,273 

3 2018 29,127,554,716 0.8264 24,072,359,269 

4 2019 33,004,432,248 0.7513 24,796,718,443 

5 2020 37,397,322,180 0.6830 25,542,874,244 

6 2021 42,374,905,763 0.6209 26,311,482,551 

7 2022 48,015,005,720 0.5645 27,103,218,980 

8 2023 54,405,802,981 0.5132 27,918,779,479 

9 2024 61,647,215,358 0.4665 28,758,880,934 

10 2025 69,852,459,722 0.4241 29,624,261,806 

11 2026 79,149,822,111 0.3855 30,515,682,774 

 Residual Value 34,250,000,000 0.3855 13,204,857,663 

NPV 28,341,003,415 

 
In this calculation way, the value of money is considered not to shrink in the following 

years. If the amount of profit is already greater than the total cost incurred, then the project is 
considered profitable. 
 

 
 
Where: PBP = Payback Period; 𝑇𝑃−1 = The years before PBP; 

         

𝐼𝑖
 = The amount of 

investment that has been discounted; 
𝐵𝑖𝑐𝑛 −1

 = The amount of profit that has been discounted 

before PBP; 
𝐵𝑝

 = The amount of benefits in PBP. 

 
Table 5 – Discounted Payback Period 

 

No Year Cash Flow (IDR) P/F; 10%; n PV IDR NPV IDR 

1 2 3 4 5 = 3*4 6 

1 2016 (255,150,000,000) 1 (255,150,000,000) (255,150,000,000) 

2 2017 28,206,076,000 0.9091 25,641,887,273 (229,508,112,727) 

3 2018 29,127,554,716 0.8264 24,072,359,269 (205,435,753,458) 

4 2019 33,004,432,248 0.7513 24,796,718,443 (180,639,035,015) 

5 2020 37,397,322,180 0.6830 25,542,874,244 (155,096,160,771) 

6 2021 42,374,905,763 0.6209 26,311,482,551 (128,784,678,220) 

7 2022 48,015,005,720 0.5645 27,103,218,980 (101,681,459,240) 

8 2023 54,405,802,981 0.5132 27,918,779,479 (73,762,679,761) 

9 2024 61,647,215,358 0.4665 28,758,880,934 (45,003,798,828) 

10 2025 69,852,459,722 0.4241 29,624,261,806 (15,379,537,022) 

11 2026 79,149,822,111 0.3855 30,515,682,774 15,136,145,752 

 Residual Value 34,250,000,000 0.3855 13,204,857,663 28,341,003,415 

 
Based on the calculation of cash flow (P/F, 10%, n) in the NPV calculation table above, 

the Discounted Payback Period calculation can be performed. Based on the DPP calculation, 
the value of the Discounted Payback Period (DPP) from the business convention hall is 10 
years; that is equal to the investment period. It explains that the business of the convention 
hall is feasible because the return of the initial capital of the business as evidenced by the 
value of the DPP is equal to the age of the planned project is = 9 years 6.04 months. 

Based on table 5, the value of the payback period is positive at IDR 28,341,003,415. In 
other words, the value of profits is greater than the amount spent. Thus, it can be concluded 
that the project is profitable and feasible to run. 
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The way to calculate the IRR on an investment is to bring all the consequences that 
occur in the form of cash flow then proceed with finding the IRR (interest rate/ i) which 
equates to PV costs and PV benefits. After that, it is compared with MARR (i*). If IRR (i)> 
MARR (i *), then the investment is said to be feasible. The following are the steps used in 
calculating the Internal Rate of Return (IRR) in this investment analysis which can be 
formulated as follows: 
 

IRR = i 1 + NPV 1 (i 1 - i 2) 
(NPV 1 - NPV 2) 

 
Where: i1 = discount rate that produces NPV 1; i2 = discount rate that produces NPV 2. 

The following table calculates the value of Internal Rate of Return. 
 

Table 6 – Internal Rate of Return 
 

No Year Cash Flow (IDR) 
P/F; 0%; n 

PV IDR 
P/F; 0%; n 

PV IDR 
10% 13% 

1 2 3 4 5 = 3*4 6 7 = 3*6 

1 2016 (255,150,000,000) 1 (255,150,000,000) 1 (255,150,000,000) 

2 2017 28,206,076,000 0.9091 25,641,887,273 0.8850 24,961,129,204 

3 2018 29,127,554,716 0.8264 24,072,359,269 0.7831 22,811,147,870 

4 2019 33,004,432,248 0.7513 24,796,718,443 0.6931 22,873,727,126 

5 2020 37,397,322,180 0.6830 25,542,874,244 0.6133 22,936,478,058 

6 2021 42,374,905,763 0.6209 26,311,482,551 0.5428 22,999,401,140 

7 2022 48,015,005,720 0.5645 27,103,218,980 0.4803 23,062,496,842 

8 2023 54,405,802,981 0.5132 27,918,779,479 0.4251 23,125,765,639 

9 2024 61,647,215,358 0.4665 28,758,880,934 0.3762 23,189,208,005 

10 2025 69,852,459,722 0.4241 29,624,261,806 0.3329 23,252,824,416 

11 2026 79,149,822,111 0.3855 30,515,682,774 0.2946 23,316,615,350 

 Nilai Sisa 34,250,000,000 0.3855 13,204,857,663 0.2946 10,089,650,923 

 NPV 1 28,341,003,415 NPV 2 (12,531,555,428) 
 

Source: Analysis Results. 

 
The calculation is carried out by trial and error, using the interpolation method where 

the result rate is increased to 13% to NPV < 0. 
The IRR value is 12.08%> the expected 10% of result rate, so the convention hall 

business is worthy of being established. 
The calculation of Net B/C Ratio is performed by dividing the value of PV benefits by 

the value of PV costs. If the value of B/C > 0, then the project is feasible to run. The following 
is the calculation table of Net B/C Ratio. 
 

Table 7 – Net B/C Ratio 
 

NO Years Benefit 
P/F; 0%; n 

PV IDR Cost 
P/F; 0%; n 

PV IDR 
10% 10% 

1 2 3 4 5 = 3*4 6 7 8 = 6*7 

1 2017 28,206,076,000 0.5645 15,921,594,571 24,340,000,000 0.5645 13,739,295,458 

2 2018 31,960,304,716 0.5132 16,400,689,826 24,672,750,000 0.5132 12,661,021,962 

3 2019 36,214,221,273 0.4665 16,894,201,493 25,049,789,025 0.4665 11,685,911,453 

4 2020 41,034,334,125 0.4241 17,402,563,374 25,477,011,944 0.4241 10,804,740,089 

5 2021 46,496,003,997 0.3855 17,926,222,326 25,961,098,234 0.3855 10,009,127,210 

6 2022 52,684,622,129 0.3505 18,465,638,653 26,509,616,409 0.3505 9,291,458,829 

7 2023 59,696,945,334 0.3186 19,021,286,507 27,131,142,353 0.3186 8,644,818,073 

8 2024 67,642,608,758 0.2897 19,593,654,310 27,835,393,400 0.2897 8,062,921,964 

9 2025 76,645,839,984 0.2633 20,183,245,180 28,633,380,262 0.2633 7,540,063,939 

10 2026 86,847,401,285 0.2394 20,790,577,376 29,537,579,175 0.2394 7,071,061,612 

   Net Benefit 182,599,673,615  Net Cost 99,510,420,589 

 
Based on the above table, the net benefit value is IDR 182,599,673,615 while the net 

cost value is IDR 99,510,420,589. So, the B/C value is: 
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B/C = IDR 182,599,673,615 / IDR 99,510,420,589 = 1.835 > 1 

 
The above calculation gets a B/C value of 1,835> 1. So, it is concluded that the project 

is feasible to work on. 
Return on Investment (ROI). Return on Investment (ROI) is a measurement of the 

company’s overall ability that generates profits with the total assets available within the 
company. According to S. Munawir (2007: 89), Return on Investment (ROI) is a form of 
profitability ratios used to measure a company’s ability to generate profits derived from 
overall funds on assets used for company operations. 

The following is taken from Table 4.9 Cash Flow as follows: 
 

Total Investment Value = IDR 255,150,000,000 
Net Cash Flow Amount = IDR 483,180,596,798 

 
So, according to S. Munawir (2007: 89), it is included in the formula as follows: 

 
ROI = (return on investment - initial investment) / investment x (100) = 89.371% 

 
This obtained ROI value is for a period of 10 years, so to obtain the annual value, the 

calculation is as follows: 
 

ROI/Year = 8.937% 

 
By obtaining the ROI value, a company will have certainty and confidence that its 

business can continue and develop because its profit margin is worth 8.937% per year. 
 

CONCLUSION 
 

Based on the calculation of investment analysis on the construction of Convention Hall 
in Sangatta of Kutai Timur Regency, the NPV is IDR 28,341,003,415, the calculation of IRR 
12.08% > the expected result rate 10%. ARR calculation results obtained the ratio between 
the rate of net profit from this Convention Hall business has the investment age that is quite 
promising because it obtains positive value of IDR 26,228,059,679.8. In addition, based on 
the results of calculations, if Net b/c > 1, then the development activities to be carried out are 
feasible. The result of the calculation of Net b/c is 1.83 so that the construction of Convention 
Hall is feasible to carry on. Furthermore, after obtaining the ROI value, a company will have 
certainty and confidence that its business can continue and develop because its profit margin 
is worth 8.937% per year. 

The cooperation time with the investors of construction of the Convention Hall in Kutai 
Timur of East Borneo was carried out using the cooperation system of Build-Operate-
Transfer (BOT) based on the calculation of cash flow (P/F, 10%, n). Based on NPV 
calculations, Discounted Payback Period calculations can be performed. Based on the DPP 
calculation, the value of the Discounted Payback Period (DPP) of the convention hall 
business is 10 years which is the same as the investment period. This explains that the 
business of the convention hall is feasible to run, because the return of the initial capital of 
the business as evidenced by the value of the DPP is the same as the planned project age of 
9 years 6.04 months. 
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ABSTRACT 
The purpose of this research study is to analyze the influence of the profitability level of Bank 
Syariah Mandiri. The independent variables used are the internal and the external factors 
that can affect the profitability level of Bank Syariah Mandiri. The internal factors include 
capital adequacy ratio (CAR), non-performing financing (NPF), Operational Income 
Operating Expense (Indonesian: biaya operasional terhadap pendapatan operasional or 
BOPO), and net operating margin (NOM). While the external factors are the BI rate and the 
gross domestic product (GDP). Profitability is measured in return on assets (ROA) as a 
dependent variable. The data used in this research study was obtained from the financial 
statements of Bank Syariah Mandiri in the quarter period of 2010-2017. The analytical 
method used in this research study is multiple regression analysis. The results showed that 
the CAR, NOM, and BI rates variables have a positive influence in the profitability level of 
Bank Syariah Mandiri. The NPF and Operational Income Operating Expense have a negative 
influence on the profitability level of Bank Syariah Mandiri. 
 
KEY WORDS 
Operational income, operating expense, profitability, bank syariah mandiri. 
 

Indonesia, with its Moslem-majority population, has become an obsession for many 
people in constructing a banking system that is in accordance with Islamic law, because the 
existing banking has not been free from usury. Refinement of Law No. 7 Year 1992 
becoming Law No.10 Year 1998 on Syariah banking is a step forward in banking 
development. The ability of Islamic banks to generate profits is an important indicator of the 
sustainability of business entities and the competitiveness of Islamic banks. A decent profit is 
needed for each bank to attract the interest of the fund owners to deposit their money in the 
bank. Profitability as a reference for measuring the amount of profit is important to know 
whether the company or bank has run its business efficiently. In the moment of Islamic 
banking growth, starting in 2012, national Islamic banking has experienced a significant 
decrease in ROA. In 2014, the Syariah banking industry showed poor returns. 

Figure 1 shows the achievement of ROA of Islamic banking in the 5 largest Islamic 
banks. PT. Bank Syariah Mandiri has the worst financial performance compared to other 
Islamic banks. In 2014 Bank Syariah Mandiri was only able to achieve ROA of -0.04%. 
According to Bank Indonesia's assessment criteria, a good ROA is when the increase 
reaches >1.5%. The Indonesian economy which was weakening at the end of 2013 had an 
impact on the level of profitability of Islamic banking nationally. Five of the largest Islamic 
banks in Indonesia experience the same conditions simultaneously. Bank Syariah Mandiri as 
the largest Islamic banking in Indonesia in this crisis experienced the worst decline in 
profitability compared to other Syariah banks. Bank Syariah Mandiri had weakened results 
and was far from the target by only reaching IDR 276.65 billion in profit at the end of 2012, 
even though the ROA acquisition of BSM is quite high. This reflects that the effectiveness of 
Bank Syariah Mandiri's capital in creating profits is not yet optimal. 

Banking operational activities are still influenced by some of the Government economic 
policies. In this research study, the factors which can influence the profitability level of BSM 
are the use of macroeconomic environmental analysis. The macroeconomic variables in this 
case are the BI Rate and the level of gross domestic product (GDP). The government 
monetary policy in controlling the amount of money in circulation is through the increasing of 
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bank rate. Through the bank rate, the government can influence investment spending, 
aggregate demand, price levels, and real GDP. In addition, the government can also regulate 
the BI rate. The bank's profit in terms of interest is largely determined by macroeconomic 
conditions and government regulations or policies. These macroeconomic factors can 
influence the operational policies that must be issued by the bank in creating profits which 
can then affect the profitability level of a bank. 
 

 
 

Figure 1 – The Level of Profitability of the 5 Largest Islamic Banks in 2010-2017 
(Source: Financial Statements of Bank Syariah Mandiri (processed data) 

 
The purpose of his research study is to analyze the determinants of the profitability level of 
PT. Bank Syariah Mandiri and formulate a strategy to increase the profitability of Bank 
Syariah Mandiri. The theory in the previous research study still causes controversy about the 
results that are inconsistent and not in accordance with the problem of the level of ROA at 
Bank Syariah Mandiri. 
 

LITERATURE REVIEW 
 

Capital Adequacy Ratio (CAR) is a financial ratio related to bank capital that the 
amount of capital of a bank will affect whether or not a bank can efficiently carry out its 
activities. High Capital Adequacy Ratio (CAR) shows banks have high capital adequacy 
(Mahardian, 2008). The high level of capital can protect depositors and increase the public 
trust in banks which can ultimately increase a bank's income. 

The high rate of failure in the financing problems will have a negative impact for the 
bank, which include the loss of opportunity to obtain income from channeled financing and 
adversely affect bank profitability in the form of a decrease in profitability (Hadiyati, 2013). 
Likewise, Operational Income Operating Expense (OIOE) has a role in increasing bank 
profitability. The operation efficiency is carried out by the bank in order to find out whether 
the bank in its operations related to the bank's main business has been performed correctly 
and to show whether the use of production costs has been used to implement the production 
factors appropriately (Mawardi, 2015). Thus, the BOPO ratio has an influence on bank 
performance. 

Bank Syariah Mandiri distributes funds to the customers through financing to 
customers. The success of Islamic banking in managing financing can increase company 
profits. In assessing the financial performance of Bank Syariah Mandiri, Net Operating 
Margin (NOM) is used. NOM is the ability of banks to generate profits in the form of net 
interest or net operations using their productive assets. NOM indicates how much the bank's 
ability to generate profits from the funds in productive assets (Ningtyas, 2013). The funds 
which are not channeled properly on productive assets can cause lost in profit. Thus, NOM 
can affect the level of the bank's ROA. 

As an intermediary institution, banks are very vulnerable to inflation risk related to their 
fund mobility. If a country experiences high inflation it will lead to a rise in consumption, so 
that it will affect the pattern of saving and financing of the community (Swandayani, 2012). 
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According to Ali (2011) the level of income measured by GDP will affect the saving pattern of 
a person. The greater of the GDP, the profitability of the bank will also increase. 
 

METHODS OF RESEARCH 
 

The source of the data is obtained historically from the Published Financial Statemnts 
issued by Bank Indonesia and the Financial Services Authority. Data on Published Financial 
Statements and Economic Reports were taken in the Quarterly period of 2010 to 2017. 
Considering the data used is secondary data, to fulfill the specified conditions, the hypothesis 
was tested by t-test and f-test. In addition, to determine the accuracy of the model it is 
necessary to test several classical assumptions used, namely: normality, multicollinearity, 
heteroscedasticity and autocorrelation test. 

The basic model is as follows: 
 

Y = a + b1CAR1 + b2NPF2 + b3BOPO3 + b4NOM4 + b5BIRate5 + b6PDB6 + e 

 
Where: Y = ROA (Return on Asset) or Revenue to Asset Ratio (%); X1 = Capital Adequacy 
Ratio (%); X2 = Non Performing Financing (%); X3 = Operational Income Operating Expense 
(%); X4 = Net Operating Margin (%); X5 = Interest rate of Bank of Indonesia (%); X6 = Gross 
domestic product (%); e = Residual variable. 
 

CONCEPTUAL FRAMEWORK 
 

Banking institutions act as intermediaries. Banks are trusted to save customer funds 
which can then be channeled in the form of loans to the people in need. This well distribution 
of funds is expected to improve the economy of the community which will later continue to 
prosper the lives of the people. Several years ago, the level of performance of Sharia Banks 
judged by the profitability of Islamic banks showed a significant downward trend. This not 
only affected the internal factors of banks in financial ratios, but also other factors beyond the 
company's financial ratios. Based on these problems, the effect can be measured especially 
at the level of profitability of Bank Syariah Mandiri. 
 

 
Figure 2 – Conceptual Framework 

 
The hypotheses in this study are: 
H1: CAR has a positive effect on ROA; 
H2: NPF has a negative effect on ROA; 
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H3: BOPO has a negative effect on ROA; 
H4: NOM has a positive effect on ROA; 
H5: Interest rates have a positive effect on ROA; 
H6: GDP has a positive effect on ROA. 

 
RESULTS AND DISCUSSION 

 
Dynamics of the Profitability Level of Bank Syariah Mandiri. BSM profitability level has 

increased and decreased. The most striking increase in ROA of BSM occurred in the first 
quarter of 2013. While the significant decrease in the profitability of Bank Syariah Mandiri 
occurred in the fourth quarter of 2014. At that time, there was a decrease in the level of 
profitability in national Islamic banking simultaneously. The achievement of BSM in 2014 was 
considered worse than other Islamic bankings. The weak level of BSM profitability is 
influenced by internal and external factors. Some internal factors that have a considerable 
influence on the level of increase and decrease in BSM profitability include CAR, NPF, 
BOPO, and NOM. While external factors that can affect the level of profitability are the high 
and low interest rates set by Bank Indonesia and GDP. 
 

 
 

Figure 3 – Dynamics of Factors Affecting the Level of Profitability 

 
In Figure 3 CAR has decreased in the fourth quarter of 2014. At that time the level of 

profitability of Bank Syariah Mandiri was indeed experiencing a fairly high decline. At the 
beginning of 2013 when the level of profitability of Islamic Banks increased quite high, Bank 
Syariah Mandiri's CAR ratio also decreased at 14.1%. Whereas, in the previous quarter it 
was 14.33%, but in year on year the BSM CAR ratio increased when BSM profitability rose. 
This shows that the CAR ratio owned by BSM has the same model as the level of profitability 
of BSM. When CAR increases, the ROA of BSM simultaneously increases. 

The level of NPF obtained by BSM can affect the performance of BSM. The high NPF 
can affect the availability of capital in banks which can then influence the production costs of 
banks. In 2014 when Bank Syariah Mandiri's profitability declined, at that time the NPF level 
of Islamic Banks was increasing by 4.29%. In the second quarter of 2016, Islamic Banks 
were able to reduce NPF from 4.32% to 3.74%. 

BOPO rates of Bank Syariah Mandiri have increased and decreased significantly in 
each year. BOPO can affect the level of profitability of BSM. The greater the operational 
burden incurred by Bank Syariah Mandiri will reduce the profitability of Bank Syariah Mandiri. 
In 2014 when Bank Syariah Mandiri's profitability experienced a substantial decline, 
simultaneously the BOPO level of Bank Syariah Mandiri in the fourth quarter of 2014 was 
experiencing a significant increase, namely 98.46%. Whereas, in the previous quarter was 
93.02%. 

The NOM variable can affect the level of profitability of Bank Syariah Mandiri. At the 
end of 2014, the NOM ratio showed a significant decline, which was at 0.16%. In the 
previous quarter, NOM of BSM was 0.61%. At the end of 2014, this was a condition of the 
ROA of BSM level that was experiencing a significant decline. ROA of BSM increased in 
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early 2013 as illustrated in table 4.1. At that time, NOM of BSM was decreasing at 0.66%. 
This was lower than in the previous quarter which reached 2.15%. However, based on year 
on year calculation in 2013, NOM of BSM experienced a significant increase which at the 
beginning of the previous year was only 0.06%. 

The BI rate set by Bank Indonesia can influence Islamic banking policies in determining 
the level of profit sharing. Profitability of Sharia Banks in the fourth quarter of 2014 
experienced a significant decline, which at the beginning was at the point of 7.5% in the 
fourth quarter and then increased to 7.75%. The BI rate was stagnating in the first quarter of 
2013 when the profitability of Islamic banks rose. This proves that the influence of the BI rate 
is quite large on the level of bank profitability, especially in Bank Syariah Mandiri. 

Factors Affecting Profitability. Tests carried out on multiple regression models using 
internal factors consisting of CAR, NPF, FDR, BOPO and NOM. The macro-economic factors 
used consist of the BI rate and GDP with quarterly data on each variable. Internal and 
macro-economic factors have a positive and negative influence on Bank Syariah Mandiri 
level of profitability as measured by ROA. The results of the regression analysis are shown in 
Table 2. 
 

Table 1 – Results of Regression of Affecting Factors 
 

Profitability 
 

Variable Coefficient Probabilities 

C -7.157582 0.3145 

CAR 0.034690 0.0507 

NPF -0.133721 0.0039 

BOPO -0.067225 0.0000 

NOM 0.063964 0.0975 

BIRATE 0.116912 0.0005 

GDP 0.911402 0.0761 

R-squared 0.986726 Mean dependent var 1.368125 

Adjusted R-squared 0.983540 S.D. dependent var 0.786070 

F-statistic 309.7212 Durbin-Watson stat 2.275943 
Prob(F-statistic) 0.000000    

 
Table 1 shows that at the level of α = 0.1. All independent variables influence ROA. 

Two variables have a negative effect, namely NPF and BOPO, while the rest have a positive 
effect, namely CAR, NOM, BI rate and GDP. If you see the magnitude of the coefficient, it 
can be seen that the GDP variable has the greatest influence on ROA and then followed by 
successive variables of NPF, BI rate, BOPO, NOM and CAR. 

The NPF coefficient has a value of -0.133 with a negative sign which means that any 
increase in NPF will reduce the ROA level. If NPF is high, the bank will reduce profits 
because the funds distributed to the community as loans cannot be returned to the bank, so 
that it can affect the level of profit or profitability of the bank. Bank Syariah Mandiri must be 
more vigilant on the NPF level that has increased. At certain points of increase the return 
from the distribution of funds other than financing will not be able to cover the losses incurred 
on the problematic financing. This will then be a factor in the declining profitability of Bank 
Syariah Mandiri. The results of this study are in accordance with Scout research study (2010) 
which states that NPF has a negative influence on ROA. 

The BOPO coefficient value is obtained at -0.06722 with a negative sign indicating that 
every addition to the BOPO variable unit, ROA will decrease by 0.06%. The high level of 
BOPO owned by BSM means that banks spend more operational costs in order to generate 
profits. An efficient bank can reduce operational costs in generating profits by utilizing all of 
its assets. The results of this study are in line with Abdullah research study (2014) which 
states that there is a negative and significant effect of BOPO on ROA. 

The NOM variable obtains a coefficient of 0.063 with a positive sign. Every 1% 
increase in NOM will raise the ROA of BSM by 0.063%. The high NOM shows the amount of 
net operating income obtained by BSM. This increase in operating income can clearly affect 
the level of profitability of BSM. If the bank is unable to increase its operating income, this will 
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reduce the level of banking profitability. The results of this study are in line with the Al Parisi 
(2017) study which states that there is a positive and significant influence of NOM on the 
ROA of Islamic banking. 

CAR coefficient value shows a value of 0.034690 with a positive sign. This shows that 
when there is addition of 1% in CAR variable, ROA will increase by 0.034%. Determination of 
CAR at a certain point is intended for banks to have sufficient capital to reduce the possibility 
of risk arising as a tool for developing asset expansion. Bank Indonesia has set a banking 
CAR standard of 8%, so banks must maintain a minimum capital stability of 8%. So far, Bank 
Syariah Mandiri always has a CAR above 8%. This research study is in accordance with 
Mahardian (2008) study which states that CAR has a positive and significant effect on ROA. 

In the results of this study, GDP has a coefficient of 0.911 with a positive sign. This 
means that the decline in ROA of national Islamic banking simultaneously in 2014 became 
one of the factors that influenced the level of profitability of national Islamic banking. In 2014, 
the low value of the country's economy had an impact on the banking industry as an 
intermediary and lending to the community, because the low economy of a country can 
impact on decreasing people's purchasing power which then reduce community activities in 
interacting with banks through financing or credit. 

The regression coefficient of BI rate is 0.116912 with a positive sign. Any increase in 
the BI rate will increase the ROA level of BSM. The benchmark rate that has increased will 
affect the increase in deposit rates which has a direct effect on third-party funding sources of 
Islamic banks. The community will prefer to transfer funds to deposits managed by 
conventional banks to get higher rates. The results of this research study are in line with the 
results of the Sahara (2013) research study that BI rate has a positive and significant effect 
on ROA. 

The results showed that macroeconomic factors had a considerable influence 
compared to internal factors of PT. Bank Syariah Mandiri on the profitability level. The The 
weak level of the country's economy can affect the level of public consumption, and then the 
system saving of the community towards banks will also decline. Credit loan as one of the 
bank's income will weaken so that this can affect the profitability level of bank. The high level 
of bad credit at Bank Syariah Mandiri customers is one of the significant internal factors. The 
influence of macroeconomic policies that have caused a low level of public consumption has 
a significant impact on small and medium enterprises. It causes credit customers having 
trouble returning loans to the banks. Another thing is that banks are less selective in studying 
the background of their credit customers that make banks easily provide funds to the 
customers who may not provide benefits to the bank. The amount of bad credit owned by 
BSM can reduce the capital stock. The bank will try to cover the bank losses against the 
existing bad credit so it can affect the profitability level of the bank. The amount of BOPO as 
an operating expense incurred by the bank to generate profits can influence the profitability 
level of the bank, if the expenses incurred are greater than the profits obtained by the bank. 

Model Testing. F test is done to prove the simultaneous influence of independent 
variables on the dependent variables, while the coefficient of determination test is used to 
indicate the magnitude of influence of independent variables on the dependent variable. 

F test (feasibility model). The results of data processing show that significance of the 
independent variable Fcount is 308.6291 with a significance level smaller (0.00000) than 0.05. 
Thus, the results of the analysis in this research study indicate that the independent variables 
affect ROA. Therefore, it can be concluded that the regression model which is estimated to 
be suitable to explain the effect of CAR, NPF, FDR, BOPO, NOM, BI rate, GDP and market 
share. 

Coefficient of Determination Test. The value of R-Square in this research study is 
0.986726. It indicates that the proportion influence of the independent variable on ROA is 
98.67%. This means that CAR, NPF, FDR, BOPO, NOM, BI rate, GDP and market share 
have an effect on ROA of 98.67% while the remaining 0.03% is influenced by other variables 
not in the regression model. 

Strategies for increasing profitability. Bank Syariah Mandiri can overcome the NPF 
problem by managing or registering loan customer funds on sharia/Islamic insurance 
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products, in addition to Bank Syariah Mandiri, they can develop it by providing loans to the 
customers. In its development, sharia/Islamic insurance manages insurance fund participants 
in the form of premiums paid using the mudharabah principle (profit sharing), tabarru' 
principle (donation) or al musahamah principle (contribution), by investing in the real sector 
justified in sharia. If the investment from the sharia insurance manager gets a profit, then the 
insurance participant can get a share of the benefits. Placing the customer funds into sharia 
insurance in addition to minimizing risk, it is also able to increase significant development in 
terms of the number of insurance companies offering sharia insurance products with the 
opening sharia branches in conventional insurance companies and sharia reinsurance 
companies. 

Bank Syariah Mandiri is expected to be able to reduce operating expenses and 
increase banking revenues. Factors suspected of being able to increase BOPO are the 
banking budget in financing the banking operations and a lack of bank efficiency in utilizing 
existing resources. Bank Syariah Mandiri is expected to use the costs incurred to pay bank 
operational expenses efficiently but they must generate income in the banking sector. 

NOM can explain how efficient Islamic banking in channeling its funds to financing 
transactions. The high level of management efficiency in managing earnings can affect the 
profitability of Bank Syariah Mandiri. Bank Syariah Mandiri needs to pay attention to 
achieving a positive trend in net operating income that can increase the banking bargaining 
position in the midst of Indonesian society that is predominantly Muslim. Bank Syariah 
Mandiri can continue to innovate by creating innovative products that can attract new 
consumers to save or invest in BSM, make more aggressive promotions on products that 
already exist in BSM by effectively utilizing the potential of each region that exists, and 
provide additional facilities such as ATMs that can be accessed at the ATMs of all banks as 
well as facilitate non-cash transactions for shopping. This is how they manage to give the 
impression that Bank Syariah Mandiri is easily accessible anywhere. 

The capital adequacy ratio is one of the factors which can affect the level of profit. 
Banks must have a prudent principle in investing their funds because banks must maintain a 
level of capital adequacy in accordance with the provisions of Bank Indonesia in determining 
the capital adequacy ratio. The stability of the capital adequacy ratio is very essential to be 
maintained. Bank Syariah Mandiri is expected to take advantage of third-party funds to the 
sectors that have great potential to give benefit to BSM. This may be one of the efforts in 
maintaining the stability level of CAR of Bank Syariah Mandiri. 

In addition to the internal factors affecting the profitability level of Bank Syariah Mandiri, 
the external factors may also affect the profitability level of Bank Syariah Mandiri. 
Macroeconomic factors affecting the profitability level of Bank Syariah Mandiri are the level of 
GDP and BI rate.The decrease in GDP has an impact on the acquisition of NOM of Islamic 
banking, as one of the profit collecting variables. Obtaining a low NOM may have an impact 
on the level of bank profitability. Products owned Islamic/Syariah bank regardless of usury or 
reliance on BI rates provides its own durability for Islamic banks. Islamic/Syariah banks can 
also produce product innovation movements so they can penetrate the Islamic finance 
market even more. Bank Syariah Mandiri needs to evaluate and innovate its products. 
Hence, BSM in particular and Islamic banking, in general, can survive the economic crisis. 

BI's policy of raising rates will certainly encourage higher deposit rates in commercial 
banks. That will manage the customers to move from Islamic banks to conventional banks. In 
dealing with this condition, Bank Syariah Mandiri can increase the sharing of profit ratio of 
financing to the bank which is expected to lead to an increase in the equivalent rate to 
depositors. With the increase in the financing ratio, it will increase the profitability of Bank 
Syariah Mandiri. Thus, it can provide a better equivalent rate to the customers. 
 

CONCLUSION 
 

In 2010-2013, the level of BSM profitability tended to rise, although in several quarters 
the level of BSM profitability declined. However, it was not too large and could show good 
changes again. The decline in BSM's profitability was quite large in 2014 when all national 
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Islamic banking profitability experienced a decrease in profitability simultaneously due to the 
weakening of the Indonesian economy. After 2014, BSM continued to improve its level of 
profitability, although the increase was not too large and significant because there were 
several factors that still affected the decline in BSM profitability such as the large NPF and 
BOPO level of Bank Syariah Mandiri. However, BSM's profitability continues to improve. 

Factors influencing the level of BSM profitability are not only from internal, but also 
external factors. Bank Syariah Mandiri's profitability has fallen considerably in recent years. 
BOPO of Bank Syariah Mandiri in the quarter period was more than the standard set by Bank 
Indonesia. NPF of BSM was more than Bank Indonesia standards. Bank Syariah Mandiri had 
to receive more capital intake from the parent bank because the amount of NPF owned by 
BSM affects the availability of BSM capital. NOM on BSM also did not show a good 
presentation. The deteriorating condition of the Indonesian economy had an impact on Bank 
Indonesia policy in determining the interest rates which could also have an effect on the 
banks. 

Bank Syariah Mandiri is expected to optimize variables influencing the level of 
profitability of BSM. NPF variable which has the greatest influence, can be improved by 
overseeing loan customers and cooperating with Islamic insurance. Pressing the operational 
costs in carrying out operational activities need to be implemented, so the operating 
expenses are not too large. Maintaining a capital adequacy ratio to remain stable also has to 
be performed to control the disrupted production activities. The profit of Bank Syariah Mandiri 
reflected in the NOM must also be maintained and continuously improved by optimizing the 
products owned by Bank Syariah Mandiri. Therefore, it can help to maintain the profit stability 
of Bank Syariah Mandiri. Even though BSM cannot regulate interest rates or BI rate and 
GDP, BSM must maintain profit sharing ratio so the customers do not switch to conventional 
products. 
 

SUGGESTIONS 
 

After obtaining the results of several independent variables affecting ROA of BSM, it is 
expected that Islamic banks needs to pay more attention to the variables which affect the 
level of profitability of BSM. They must maintain the level of capital adequacy (CAR), strive to 
reduce Non Performing Financing (NPF), minimizing Operational Income Operating Expense 
(BOPO), increasing the distribution of profitable funds (NOM) and manage profit sharing 
ratios to customers (BI rate). 

This research study is still limited to the company's internal data. The next researcher 
may add other research objects as a comparison or as supporting data and regarding the 
policies implemented by BSM in determining customer financing. 
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ABSTRACT 
The construction project of West Sumba BAPPEDA (Development Planning Agency at Sub-
National Level) Building, in the fiscal year of 2016, is located at Weekarou Street in Loli Sub-
District of Waikabubak City of West Sumba District (East Nusa Tenggara) and is according to 
construction agreement contract No 04/PPK-LELANG/BAPP/2016 dated June 24, 2016 with 
a contract value of IDR 3,415,700,000. The construction project of West Sumba BAPPEDA 
Building began on June 24, 2016 with a completion time limit of 180 days. The deadline for 
project completion is on December 20, 2016. Until the 5th week of the second month, the 
implementation of the project experiences delays that were caused by a lack of workforce. 
Due to the deadline for the scheduling plan, the construction project must complete all work. 
Therefore, the government issued an addendum for adding 50 days of project completion 
time. Based on these problems, the scheduling time acceleration plan needs to be reviewed. 
The scheduling acceleration of the construction project of West Sumba BAPPEDA Building is 
conducted by adding workforce to acceleration activities that have the lowest cost slope 
using the Time-Cost Trade-Off (TCTO) method. The scheduling is conducted using Gantt 
chart in the Microsoft Project scheduling application. The process of scheduling acceleration 
is carried out through 4 acceleration processes based on the types of activities that are on 
the critical path and have the lowest cost slope value. The results of scheduling acceleration 
are stopped in the fourth duration of the acceleration process because acceleration process 
has fulfilled the target with a total of 177 days ≤ 180 days and costs of IDR 7,034,600 from 
the normal duration of 201 days and costs of IDR 5,939,600. It obtained an additional 
acceleration cost from the normal duration as much as IDR 1,095,000. The scheduling 
acceleration using the Time-Cost Trade-Off (TCTO) method is carried out by adding a 
workforce of 24 days from the normal project schedule of the 201 to 177 calendar days. The 
total additional cost is IDR 14,871,462 from the planned cost according to the contract of IDR 
3,105,189,408.66 to IDR 3,120,060,870.66. 
 
KEY WORDS 
Cost, critical path, scheduling, time acceleration. 
 

Construction planning is the most basic stage in the management and implementation 
of construction projects. Success in its implementation is determined by several things, for 
example estimating good resources, determining the duration for each individual, choosing 
good technology, and identifying each interaction of various work tasks. Complete and 
appropriate planning and scheduling are the main keys to the successful implementation of 
the project on time (Whardana & Al Huda, 2017). In achieving its objectives, project activities 
have three constraints which are important parameters for measuring the success of a 
project which include the accurate budget (Cost), schedule (Time), performance and quality 
(Quality) (Suharto, 1995). 

The larger the scale of a project, the more complex the management of scheduling. 
Scheduling is part of construction planning that can provide information about the schedule 
and progress of the project in terms of performance of resources in the form of costs, 
workforce, equipment, materials, project duration plans and time progress for project 
completion (Assaf & Al-Hejji, 2006). Scheduling is always referring to assumptions and 
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estimates when the plan and schedule are made. Thus, it results in problems of discrepancy 
between estimates or assumptions and the actual reality. The general impact that often 
occurs, in addition to increasing the cost of implementing the project, is the delay in project 
implementation time (Mondié & Michiels, 2003). 

Project delays are often a source of disputes and demands between owners and 
contractors, so that delays become very expensive, both in terms of contractors and owners 
Kaliba, C., Muya, M., & Mumba, K. (2009).. Penalties will be given to contractors if the 
implementation time exceeds the contract and also additional overhead costs during the 
project. From the owner's side, project delays will have an impact on reduced income due to 
delays in the operation of facilities (Sambasivan & Soon, 2007). 

Factors that can affect project development delays include: funds, material supply, 
equipment supply, human resources (HR), project location and weather. In addition, the 
current scheduling system is the conventional one, i.e. scheduling using the Bar Chart and S-
curve methods in which the method does not describe dependencies and descriptions of 
activities where critical development activities are not revealed. Thus, the time for the most 
determining activities cannot be determined which results in a delay in project completion 
time (Doloi et. al., 2012). 

The construction project of West Sumba BAPPEDA (Development Planning Agency at 
Sub-National Level) Building, in the fiscal year of 2016, is located at Weekarou Street in Loli 
Sub-District of Waikabubak City of West Sumba District (East Nusa Tenggara) which is 
carried out by PT. Panji Cemerlang and is according to construction agreement contract No 
04/PPK-LELANG/BAPP/2016 dated June 24, 2016 with a contract value of IDR 
3,415,700,000. The construction project of West Sumba BAPPEDA Building began on June 
24, 2016 with a completion time limit of 180 days. The deadline for project completion is on 
December 20, 2016. Until the 5th week of the second month, the implementation of the 
project experiences delays that were caused by a lack of workforce. Due to the deadline for 
the scheduling plan, the construction project must complete all work. Therefore, the 
government issued an addendum for adding 50 days of project completion time. 

Based on the above problems, the scheduling time acceleration plan needs to be 
reviewed. The scheduling acceleration of the construction project of West Sumba BAPPEDA 
Building is conducted by adding workforce to acceleration activities that have the lowest cost 
slope using the Time-Cost Trade-Off (TCTO) method. The scheduling is conducted using 
Gantt chart in the Microsoft Project scheduling application. 

Research Problems. Based on the above description, the formulation of the research 
problems is as follow: 

 What is the normal scheduling for the construction project of the West Sumba 
BAPPEDA Building? 

 How long does it take to schedule the construction project of the West Sumba 
BAPPEDA Building after time acceleration using the Time-Cost Trade-Off method? 

 How much is the cost after time acceleration using the Time-Cost Trade-Off method? 
 What is the difference between the time and cost of the project after time acceleration 

using the Time-Cost Trade-Off method compared to the original plan? 
Research Objectives. Based on the above research problems, the formulation of the 

research objectives is as follow: 
 Analyzing the normal scheduling for the construction project of the West Sumba 

BAPPEDA Building; 
 Analyzing the length of time for scheduling the construction project of the West 

Sumba BAPPEDA Building after time acceleration using the Time-Cost Trade-Off 
method; 

 Analyzing the amount of the cost after time acceleration using the Time-Cost Trade-
Off method; 

 Analyzing the difference between the time and cost of the project after time 
acceleration using the Time-Cost Trade-Off method compared to the original plan. 
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METHODS OF RESEARCH 
 

The research object is the Analysis on the Scheduling Acceleration for the Construction 
Project of the West Sumba BAPPEDA Building in the fiscal year of 2016 which had been 
delayed. To overcome this delay, the Time-Cost Trade-Off method is used to accelerate 
activities that are on the critical path so that the delay in the construction of the project at 
week 5 of the second month until the end of the project completion can be overcome. The 
acceleration analysis ≤ 180 calendar days according to the target is determined by the 
amount of duration obtained. The duration of project acceleration is stopped if the duration of 
the project time is accelerated cepat 180 days, and if the duration of the duration after 
acceleration is greater than 180 days, then the acceleration of the project is carried out until 
the duration of ≤ 180 days. 

Identification of plans for scheduling project activities is carried out to determine 
whether the planned project activities are carried out in accordance with conditions in the 
field. This analysis is carried out to determine project time, normal costs and logical relations 
between activities according to the schedule of plans made by the contractor in which the 
time acceleration has not been carried out. Analysis of time and costs as well as time 
acceleration (crashing) is carried out by using the Time-Cost Trade-Off method, i.e. adding 
workforce and making shifts in acceleration activities, with the following conditions: 

 Getting time acceleration for the construction project of West Sumba BAPPEDA 
Building; 

 Obtaining the amount of time acceleration of the construction project; 
 Obtaining the amount of time accelerating cost of the construction project. 

After the time acceleration is carried out, the time acceleration and the lowest possible cost 
of the project implementation can be determined so that it can be compared with the original 
plan. 
 

RESULTS OF STUDY 
 

Analyzing Schedule of Activity Implementation in Normal Time Equation of Work 
Volume. Furthermore, after the activities and costs are identified, each activity will be 
described again and the work volume will be equalized. The equalization is intended to 
reduce the number of activities in the project by combining activities that have relatively small 
costs into larger activities. 

The principle of equality lies in the ratio of the lowest unit cost divided by the largest 
unit cost multiplied by the volume. The unit cost calculated here is only the unit cost of labor 
that is very influential in productivity, and will also affect the progress of the work, while the 
cost of material is considered to be fixed and not too influential on productivity; for instance, 
equalizing volume on land work: 
 

0.27 = IDR 67.125.49/ 251.874.28 
87.50 = 328.32 m

3 
x 0.27 

429.18 = 87.50 + 16.79 + 323.40 + 1.49 

 
The unit price in bold is a divider from the price of the other units at each activity. The 

calculation results of other types of activities are the same as the example above. Based on 
the analysis, the equivalent volume of each work item can be determined, i.e. preparatory 
work of 85.25 m2, land work of 429.18 m3, foundation work of 221.39 m3, structure work 
274.74 m3, ceramic and covering work of 44.87 m3, wall work of 1,328.87 m2, roof work of 
1,941.67 m2 and utility work of 22.22 m2. 

Calculating Workforce Productivity. After obtaining volume equalization, the productivity 
of each activity/unit/day can be determined. The productivity analysis uses the Indonesian 
National Standard 2013, which is calculated as 8 hours of work/day. Working hours on the 
construction project of the West Sumba BAPPEDA Building use 8 working hours/day. Thus, 
in 1 day (8 working hours of INS 2013) can obtain the productivity of work groups by: 
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1 day/0.850 = 1.18 m
3
, so for 1 day (8 hours of work in the field) 

= 8/8 x 1.18 = 1.18 m
3
/day needs (1 HM), 

= 1.18 x 3.400 = 4.02 m
3
/day needs (4 WK), 

= 1.18 x 0.085 = 0.10 m
3
/day needs (0.1 FM), 

= 1.18 x 0.170 = 0.20 m
3
/day needs (0.2 SP), 

 
The above calculation is used to find the productivity of other types of work, and the 

results of the productivity calculation can be seen in Table 1 below. 
 

Table 1 – Calculation of Workforce Productivity 
 

N
o 

Work types 
Equivalent 

volume 
Ins productivity of workforce 2013 

unit/day/group 
Product of 8 working hours 

per day 

I Preparatory Work 85.25 
3.00 m

2
 

28 
0.1 FM + 0.1 SP + 1 HM + 1 WK 

II Land Work 429.18 
2.00 m

3
 

215 
0.1 SP + 2 WK 

III Foundation Work 221.39 
1.18 m

3
 

188 
0.1 FM + 0.2 SP + 1 HM + 4 WK 

IV Structure Work 274.74 
8.15 m

3
 

34 
0.1 FM + 0.1 SP + 1 HM + 7 WK 

V 
Ceramic and 

Covering Work 
44.87 

3.00 m
3
 

15 
0.1 FM + 0.3 SP + 1 HM + 6 WK 

VI Wall Work 1,328.87 
10.00 m

2
 

133 
0.1 FM + 0.2 SP + 1 HM + 6 WK 

VI
I 

Roof Work 1,941.67 
16.67 m

2
 

116 
0.2 FM + 0.1 SP + 1 HM + 6 WK 

VI
II 

Utility Work 22.22 
6.30 m 

4 
0.1 FM + 0.03 SP + 1 HM + 1 WK 

 
Calculating the Duration and Workforce Group in a Normal Time. Determination of the 

duration of each work group must consider the experience, capabilities, and availability of 
existing human resources. In general, the formula used to search for duration is: 
 

duration =
volume

productivity
 

 
Example of calculating duration for foundation work: if the work is carried out by 1 

working group consisting of 1 Handyman, 4 Workers, 0.1 Foreman and 0.2 Supervisor, then 
the productivity per day is 1.18 m3. To complete 221.39 m3, it takes duration: 221.39/ 1.18 = 
188. If it uses 6 work groups the volume is 6 x 1.18 = 7.08 m3, the duration is 221.39 / 7.08 = 
31.27; rounded up to 31 days. 

This calculation is also used to calculate the duration of other work types, the 
calculation results can be seen in the following Table 2: 
 

Table 2 – Calculation of the Normal Duration and Workforce Group for the Construction Project 
of West Sumba BAPPEDA Building 

 

No Work types Work group Product Volume Equivalent volume Duration (day) 

I Preparatory Work 1 3.00 3.00 85.25 28 

II Land Work 7 2.00 14.00 429.18 31 

III Foundation Work 6 1.18 7.08 221.39 31 

IV Structure Work 1 8.15 8.15 274.74 34 

V Ceramic and Covering Work 1 3.00 3.00 44.87 15 

VI Wall Work 4 10.00 40.00 1,328.87 33 

VII Roof Work 3 16.67 50.01 1,941.67 39 

VIII Utility Work 1 6.30 6.30 22.22 4 
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Normal duration of the construction of the West Sumba BAPPEDA Building based on 
the planned budget is 180 days. Meanwhile, the normal duration of the Gantt Chart 
scheduling analysis results in the Microsoft Project scheduling application is 201 days. From 
the analysis of the normal duration and workforce groups for each activity for the 
Construction Project of West Sumba BAPPEDA Building, the duration of each work item 
includes: 28 days of preparation work, 31 days of land work, 31 days of foundation work, 34 
days of structure work, 15 days of ceramics and covering work, 33 days of wall work, 39 
days of roof work, and 4 days of utility work. 

Analysis of Scheduling Acceleration Using Time-Cost Trade-Off Method. Arranging 
work networks must be in accordance with the logical sequence of dependency relationships 
between activities. In addition, the sequence of work between activities with one another 
must be in accordance with the method of completion of the work, so that the technical logic 
in its preparation must be considered. For instance, the land work is done after the 
preparatory work is completed, or the foundation work is done after the earthwork is 
completed. The arrangement between activities is carried out using the Gantt Chart in the 
Microsoft Project scheduling application program. 
 

Table 3 – Dependence Logic between the Activities 
 

No Work types Codes Predecessors 
Duration 

(day) 

I Preparatory Work A -- 28 

II Land Work B A 31 

III Foundation Work C B 31 

IV Structure Work D C 34 

V Ceramic and Covering Work E G 15 

VI Wall Work F D 33 

VII Roof Work G F 39 

VIII Utility Work H C 4 

 
Determining critical trajectories using the Gantt Chart Microsoft Project scheduling 

application program results the critical trajectory of A-B-C-D-G-F-E. This process is done by 
filling in the work groups in the task name, filling in the duration of each job and filling in the 
predecessors as a sequence of logical dependencies between activities and as the 
determination of any work that is on the critical path. 
 

Table 4 – Calculation of Cost Slope and Normal Duration 
 

No Work codes Prcd works 
Time (day) Costs 

Cost slope 
Product Normal Product Normal 

I A -- 28 28 IDR 125,500 IDR 125,500 IDR -- 

II B A 215 31 IDR 99,000 IDR 693,000 IDR 3,229 

III C B 188 31 IDR 270,500 IDR 1,623,000 IDR 8,650 

IV D C 34 34 IDR 401,500 IDR 401,500 IDR -- 

V E G 15 15 IDR 437,000 IDR 437,000 IDR -- 

VI F D 133 33 IDR 362,500 IDR 1,450,000 IDR 10,912 

VII G F 116 39 IDR 363,000 IDR 1,089,000 IDR 9,350 

VIII H C 4 4 IDR 120,600 IDR 120,600 IDR -- 

TOTAL IDR 2,179,600 IDR 5,939,600 IDR 32,141 

 
After knowing the critical path at normal time with a total duration of 201 days and 

exceeding the scheduling plan of 180 days, then the acceleration of the of the project was 
carried out for the Construction Project of the West Sumba Regency BAPPEDA Building. 
The selection of project duration acceleration activities is carried out step by step on the type 
of work that is on the critical path that has the lowest cost slope and a long duration. The 
results of calculating the Cost Slope at normal times ranging from the lowest value to the 
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highest value include: work B (Land Work) worth IDR 3,229, the lowest cost slope followed 
by work C (Foundation Work) worth IDR 8,650, work G (Roof Work) worth IDR 9,350, and 
work F (Wall Work) worth IDR 10,912 which is the highest cost slope. After knowing the 
lowest cost slope value on the work B (Land Work), the acceleration of the duration of the 
first stage is carried out. 
 

Table 5 – Calculation of the Acceleration Duration and the First Stage of Workforce Group 
 

 
 

Based on the results of the acceleration analysis of the duration in Table 5 using the 
Gantt Chart in the Microsoft Project scheduling application program, it obtains the critical 
path A-B-C-D-G-F-E. After accelerating the activities that are on the critical path and the 
lowest cost slope value, i.e. the land work with a normal duration of 31 days, the result in the 
first stage is 27 days. At this stage, the total duration of the project is 197 days and does not 
meet the target duration of ≤ 180 days. The results of the first accelerated cost slope can be 
seen in Table 6. 
 

Table 6 – Results of Cost Slope Calculation and First Stage Duration 
 

No Work codes Prcd works 
Waktu (Day) Costs 

Cost slope 
Normal Crash Normal Crash 

I A -- 28 28 IDR 125,500 IDR 125,500 IDR -- 

II B A 31 27 IDR 693,000 IDR 792,000 IDR 25,835 

III C B 31 31 IDR 1,623,000 IDR 1,623,000 IDR -- 

IV D C 34 34 IDR 401,500 IDR 401,500 IDR -- 

V E G 15 15 IDR 437,000 IDR 437,000 IDR -- 

VI F D 33 33 IDR 1,450,000 IDR 1,450,000 IDR -- 

VII G F 39 39 IDR 1,089,000 IDR 1,089,000 IDR -- 

VIII H C 4 4 IDR 120,600 IDR 120,600 IDR -- 

TOTAL IDR 5,939,600 IDR 6,038,600 IDR 25,835 

 
Table 7 – Calculation of the Duration Acceleration and the Workforce Groups of the Second Stage 
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Based on the results of the acceleration analysis of the duration in Table 6 using the 
Gantt Chart in the Microsoft Project scheduling application program, it obtains the critical 
path A-B-C-D-G-F-E. After accelerating the activities on the critical path and on the lowest 
cost slope value, i.e. on land work with a normal duration of 31 days with a value of IDR 
3,229 cost slope, the acceleration duration of the first phase is 27 days with a value of IDR 
25,835 cost slope. 

Based on the results of the acceleration analysis of the duration in Table 7 using the 
Gantt Chart in the Microsoft Project scheduling application program, it obtains the critical 
path A-B-C-D-G-F-E. After accelerating the activities on the critical path and on the lowest 
cost slope value, i.e. on foundation work with a normal duration of 31 days, the result of the 
second stage is 27 days. the acceleration duration of the first phase is 27 days. At this stage 
the total duration of the project is 193 days and does not meet the target duration of ≤ 180 
days. The result of the accelerated cost slope on the second stage can be seen in the 
following Table 8. 
 

Table 8 – Result of Cost Slope Calculation and Duration Acceleration on the Second Stage 
 

No Work codes Prcd works 
Time (day) Costs Cost 

Slope Normal Crash Normal Crash 

I A -- 28 28 IDR 125,500 IDR 125,500 IDR -- 

II B A 31 27 IDR 693,000 IDR 792,000 IDR -- 

III C B 31 27 IDR 1,623,000 IDR 1,893,500 IDR 60,554 

IV D C 34 34 IDR 401,500 IDR 401,500 IDR -- 

V E G 15 15 IDR 437,000 IDR 437,000 IDR -- 

VI F D 33 33 IDR 1,450,000 IDR 1,450,000 IDR -- 

VII G F 39 39 IDR 1,089,000 IDR 1,089,000 IDR -- 

VIII H C 4 4 IDR 120,600 IDR 120,600 IDR -- 

TOTAL IDR 5,939,600 IDR 6,309,100 IDR 60,554 

 
Based on Table 8, after accelerating to the lowest cost slope value, i.e. at the 

foundation work with a normal duration of 31 days with a value of IDR 8,650 cost slope, the 
acceleration duration in the second stage is 27 days with a cost slope of IDR 60,554. 
 

Table 9 – Calculation of the Duration Acceleration and the Workforce Group on the Third Stage 
 

 
 

Based on the results of the acceleration analysis of the duration in Table 9 using the 
Gantt Chart in the Microsoft Project scheduling application program, it obtains the critical 
path A-B-C-D-G-F-E. After accelerating the activities that are on the critical path and at the 
lowest cost slope value, i.e. on the roof work with a normal duration of 39 days, the result in 
the third stage is 29 days. At this stage, the total duration of the project is 183 days and has 
not met the target duration of ≤ 180 days. The third stage of the accelerated cost slope can 
be seen in the following Table 10. 
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Based on Table 10, after accelerating to the lowest cost slope value, which i.e. the roof 
work with a normal duration of 39 days with a cost slope of IDR 9,350, it obtains the 
acceleration duration in the second stage of 29 days with a cost slope value of IDR 37,398. 
 

Table 10 – Results of Cost Slope Calculation and the Duration Acceleration on the Third Stage 
 

No Work codes Prcd works 
Time (day) Costs Cost 

Slope Normal Crash Normal Crash 

I A -- 28 28 IDR 125,500 IDR 125,500 IDR -- 

II B A 31 27 IDR 693,000 IDR 792,000 IDR -- 

III C B 31 27 IDR 1,623,000 IDR 1,893,500 IDR -- 

IV D C 34 34 IDR 401,500 IDR 401,500 IDR -- 

V E G 15 15 IDR 437,000 IDR 437,000 IDR -- 

VI F D 33 33 IDR 1,450,000 IDR 1,450,000 IDR -- 

VII G F 39 29 IDR 1,089,000 IDR 1,452,000 IDR 37,398 

VIII H C 4 4 IDR 120,600 IDR 120,600 IDR -- 

TOTAL IDR 5,939,600 IDR 6,672,100 IDR 37,398 

 
Table 11 – Calculation of the Duration Acceleration and the Workforce Group on the Fourth Stage 

 

 
 

Based on the analysis results of the duration acceleration in Table 11 using the Gantt 
Chart in the Microsoft Project scheduling application program, it obtains the critical path A-B-
C-D-G-F-E. After accelerating the activities that are on the critical path and at the lowest cost 
slope value i.e. on the wall work with a normal duration of 33 days, the result in the fourth 
stage is 27 days. At this stage, the total duration of the project is 177 days and meets the 
target duration of ≤ 180 days. The results of the acceleration cost slope in the fourth stage 
can be seen in the following Table 12. 
 

Table 12 – Results of Cost Slope Calculation and Acceleration Duration on the Fourth Phase 
 

No Work codes Prcd works 
Time (day) Costs Cost 

Slope Normal Crash Normal Crash 

I A -- 28 28 IDR 125,500 IDR 125,500 IDR -- 

II B A 31 27 IDR 693,000 IDR 792,000 IDR -- 

III C B 31 27 IDR 1,623,000 IDR 1,893,500 IDR -- 

IV D C 34 34 IDR 401,500 IDR 401,500 IDR -- 

V E G 15 15 IDR 437,000 IDR 437,000 IDR -- 

VI F D 33 27 IDR 1,450,000 IDR 1,812,500 IDR 60,417 

VII G F 39 29 IDR 1,089,000 IDR 1,452,000 IDR -- 

VIII H C 4 4 IDR 120,600 IDR 120,600 IDR -- 

TOTAL IDR 5,939,600 IDR 7,034,600 IDR 60,417 

 
Based on Table 12, after accelerating the lowest value of the cost slope, i.e. the wall 

work with a normal duration of 33 days with the value of the cost slope of IDR 10,912, the 
acceleration duration of the fourth stage is 27 days with a cost slope value of IDR 60,417. 



The process of accelerating 
process, because the acceleration
days ≤ 180 days, in which the
work of 27 days, foundation
covering work of 15 days, wall
days. 

Calculating the Amount
the calculation of the amount
scheduling above, the amount
Direct Cost 

 Calculating handyman
the normal time of the 

 Calculate the handymans
the time acceleration of

 Calculating the worker
BAPPEDA Building. 

Based on the calculation
project costs as follows: 
 

 

Figure

 
Based on the above chart

total duration has a total cost
amounting to IDR 9,293,600, 
8,953,100, acceleration with 
accelerating with a total duration
duration with a total duration of

Calculating Cost Savings
in cost savings, i.e. indirect costs
14,881,462 or 0.48% of the agreed

Due to the delay in the implementation
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 the duration is stopped in the fourth duration
acceleration process has fulfilled the target with a total

the duration of each activity is: preparation work
foundation work of 27 days, structure work of 34 days,

wall work of 27 days, roof work of 29 days, and

Amount of Time Acceleration Costs. Based on the 
amount of time acceleration for the construction 
amount of direct and indirect costs is obtained by the

handyman and worker groups needed for the duration
 building construction; 

handymans and worker groups needed for the duration
of building scheduling; 

worker cost per day for the construction project

calculation of direct and indirect costs, it produces a

Figure 1 – Chart of Total Project Costs 

chart of the total project costs, the result of acceleration
cost that includes: acceleration with a total duration

 acceleration with a total duration of 183 days
 a total duration of 193 days amounting 

duration of 197 days amounting to IDR 8,374,100,
of 201 days amounting to IDR 8,286,600. 

Savings. The use of the Time-Cost Trade-Off (TCTO)
costs minus direct costs = IDR 15,966,462 - IDR
agreed contract costs IDR 3,105,189,408, 66. 

implementation of the project by 21 days from
costs obtained are IDR 13,970,649. 

177;  9 293 600 
183;  8 953 100 193;  8 623 100 

197;  8 374 100 

177;  7 034 600 
183;  6 672 100 193;  6 309 100 

197;  6 038 100 

177;  2 259 000 183;  2 281 000 
193;  2 314 000 

197;  2 336 000 

180 185 190 195 200

Time (Day)

Biaya Total Biaya Langsung Biaya Tidak Langsung

duration of acceleration 
total duration of 177 

work of 28 days, land 
days, ceramic and 

and utility work of 4 

 analysis results on 
 project of building 

the following steps: 

duration of each work on 

duration of each work on 

project of West Sumba 

a chart of the total 

 

acceleration with each 
duration of 177 days 
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IDR 1,095,000 = IDR 
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If project cost savings is carried out, it amounts to IDR 13,970,649 + IDR 14,781,462 = 
IDR 28,842,111 or 0.93% of the agreed contract costs IDR 3,105,189,408.66. 
 

CONCLUSION 
 

Based on the analysis on scheduling acceleration for construction project of West 
Sumba BAPPEDA Building using Time-Cost Trade-Off Method, it obtains the following 
results: 

 Normal scheduling for the construction project of West Sumba BAPPEDA Building is 
201 days; 

 Based on the results of the acceleration analysis by adding workforce for the 
construction project of West Sumba BAPPEDA Building, the normal calendar of 201 
days is accelerated to 177 calendar days according to the target time; 

 After the acceleration is carried out, it obtains a total cost of IDR 3,120,060,870.66 
from the total planned cost of IDR 3,105,189,408.66; 

 Based on the results of the analysis of the time acceleration by adding workforce, it 
has an acceleration of 24 days with an additional cost of IDR 14,871,462. 
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ABSTRACT 
The purposes of this research are to 1) analysis the factors affecting time delay on project; 2) 
analyze the most dominant factor affecting time delay on project; 3) determine the strategies 
that should be done by the contractor to prevent time delay. The present research uses 
survey method by gathering opinions, experience, and attitude of respondents regarding to 
problems in the projects of Kaliorang District Office Development in East Kutai Regency, by 
taking primary data through questionnaire and secondary data from related institutions. 
Based on t test, partially factors significantly affecting time delay on the project of Kaliorang 
District Office Development in East Kutai Regency are Workers (X3) and Work Environment 
Factors (X7). The most dominant factor affecting time delay on the project is Workers Factor 
with β coefficient value of -0,787. The strategies used to prevent the time delay on workers 
(X3) and work environment factors (X7) are: 1) The contractor should add workers who have 
skills as it needs and the experts who have their own qualifications; 2) Anticipating the 
environment condition of a site and making socialization to community and local government 
to determine land, layout or site that will be used. 
 
KEY WORDS 
Strategies, project, development, public service. 
 

One of the construction project goals is the punctuality of project accomplishment. 
Based on data obtained from Public Works Office of East Kutai Regency, building project 
implementation in budget year 2016 consists of 8 (eight) works which are delayed about ± 15 
– 18% (data source, 2016) from the specified time, which lead to contract/addendum change 
effect in form of extra time. 

For district office development recently, it has 18 project units of district office 
development spred to some Districts in East Kutai Regency. The delay causes loss both 
from the owner and the contractor, because the effect of tardiness is conflict and debate 
about what factors which cause it and the increase demands of cost and time. 

Therefore, the prevention strategy of Kaliorang District Office Project in East Kutai 
Regency which is in the delay is not implemented well and further discussion is not 
conducted yet. Thus, this research is done. 

Research Questions. In line with the explanation aforementioned, then the questions 
formulated to be the research material are as follows: 

 What factors which affect time delay on Kaliorang District Office Development project 
in East Kutai Regency? 

 Which is the most dominant factor that affects time delay on Kaliorang District Office 
Development project in East Kutai Regency? 

 What strategy should be done to prevent time delay? 
Research Objectives. Considering the Importance of Questions that have been 

formulated, then the objectives of this present research are: 

 To analyse the factors affecting time delay on Kaliorang District Office Development 
project in East Kutai Regency? 

 To analyse the most dominant factor affecting time delay on Kaliorang District Office 
Development project in East Kutai Regency? 

mailto:indra.1234567@yahoo.com
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 To determine strategy that should be done by contractor to prevent time delay. 
 

METHODS OF RESEARCH 
 

The present research is done in Kaliorang District Office Development in East Kutai 
Regency in budget year 2016 which is in time delay. 

Population and Sample. The population of the present research are the people who 
understand the condition involving directly in the work of Kaliorang District Office 
Development in East Kutai Regency in budget year 2016 which is in time delay, namely of 36 
people consisting of 6 Owners taken from 1 Budget User / Budget User Authority,1 Techincal 
Executive Officer, and 4 Field Supervisors; and from 36 contractors taken from 1 Project 
Manager, 1 Site Manager, 5 Project Engineer Managers, 4 Project Production Managers, 5 
Project Financial and Personality, and 6 Foremen. Besides, from 8 Supervisor Consultants, it 
is taken from 2 Site Engineers, 3 Quality Engineers and 3 Chief Inspectors. In this research, 
the samples are taken randomly using disproportionate stratified random sampling 
(Sugiyono, 2010) with the formulation according to Slovin in Umar (2007) which is as follows: 
 

n =
N

1 + N2
 

 

Where: N - Sample Size; N - Population Size = 36; E - Looseness Percentage = 0,05. 
Identification of Research Variable and Definition. Operational Definition of research 

variable is something in whatever form determined by the researcher to be learnt so that 
information about it is found and the conclusion is then made (Sugiyono, 2010). Based on 
objective, then the identification of research variable is to know the factors affecting time 
delay in Kaliorang District Office Development in East Kutai Regency which can be seen in 
table 1 as follows: 
 

Table 1 – Definition of Research Variable to Know the Factors Affecting Time Delay 
 

Variables Definition 

Finance 
(X1) 

Finance is the fund provided to accomplish development works starting from material procurement, wages 
payment, operation equipment, and so on. The indicator category is payment delay by contractor for the 
workers, payment delay by contractor to supplier, and payment delay by owner to contractor. 

Equipment 
(X2) 

Equipment is the construction tool used to help and make workers easy in conducting development like 
transporting, lifting, loading, moving, digging, mixing, and so forth with easy, fast, economica, and safe 
way and having different type and capacity based on its functions. The indicator category is equipment 
delivery delay, lack of equipment, the limited number of equipment, equipment capacity, and easy-
damaged equipment. 

Workers 
(X3) 

Workers are the people involved directly in the building implementation with the ability to perform the 
works based on their skills and the responsibility given to them. The indicator category is the lack of 
workers and supervisors who are not capable. 

Material 
(X4) 

Material is something available with certain specification and used to accomplish building works, both 
seen from the total, the form, and the size. The indicator category is the lack of material, the delay of 
material delivery, the change of material, and the damage of material in the storage. 

Implementation 
Method 

(X5) 

Implementation Method is the way that should be followed in building that must be done based on the 
orders, so that it leads to the expected work. The indicator category is the work which is not in line with 
the determined ways, the work which does not follow specification, and the work which is not done well 
and right. 

Design Change 
(X6) 

Design Change is the shifting/changing/reviewing activity of the existing design in the project 
implementation, the work which is not in line with the initial plan (in terms of unachieved construction 
dimension) which leads to the initial work which has been made and causes to design review). The 
inidicator category is the frequent design change done by owner, change process delay from the plan. 

Work Environment 
(X7) 

Work Environment is the condition and situation of site where the project is implemented and related to 
cultural social/custom of local people, topography, weather, and the available land. The indicator category 
is the frequent rain, land change, layout or site which has been determined. 

 

Source: Processed by the researcher from some references. 

 
The variables studied in this present research are: Independent Variables (X) consist 

of: Finance (X1), Equipment (X2), Workers (X3), Material (X4), Implementation Method (X5), 
Design Change (X6), Work Environment (X7). 

Dependent Variable (Y) consists of: Time Delay (Y). 
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To obtain data through questionnaire, some questions are made related to the 
variables and the indicators respectively, as seen from the table 2 and table 3. 
 

Table 2 – Variable and Indicator of the Research (X Variable) 
 

Variables Indicators Questions 

Finance 
(X1) 

Payment delay by contractor 
to the workers (X1.1) 
Payment delay by contractor 
to the supplier (X1.2) 
Payment delay of owner to 
the contractor(X1.3) 

Does payment delay from contractor to the workers when 
implementing the work affect on project accomplishment 
time delay? 
Does payment delay from contractor to the supplier 
frequently happen when implementing the work? 
Is there any payment delay done by owner to contractor in 
the project implementation? 

Equipment 
(X2) 

Equipment Delivery Delay 
(X2.1) 
Lack of Equipment (X2.2) 
Equipment Capacity (X2.3) 
Easy-damaged equipment 
(X2.4) 

Does equipment delivery delay frequently happen when it is 
in the project implementation? 
What lack of equipment owned by contractor in 
implementing the work? 
What equipment capacity which is not in line to serve the 
work volume needed? 
Does the existing equipment have damage in implementing 
the work? 

Workers 
(X3) 

Lack of Workers (X3.1) 
Workers do not have good 
working skill (X3.2) 
Inadequate field supervisors 
(X3.3) 

Does lack of workers happen when implementing the work? 
Are there many workers who do not have good working skill 
when implementing the work? 
Does inadequate field supervisor direct and contro the work 
implementation? (contractor) 

Material 
(X4) 

Lack of Material (X4.1) 
The Frequent Dearth of 
Material (X4.2) 
Delay of Material Delivery 
(X4.3) 
Material damage in storage 
(X.4.4) 

Does lack of material frequently happen in the project 
implementation? 
Does the dearth of material (non local) frequently occur 
because it should be brought from out of the region? 
Does the delay of material delivery frequently happen to the 
project site? 
Is there any material damage in the storage when 
implementing the project? 

Implementation 
Method 

(X5) 

The work is not in line with 
the determined ways (X5.1) 
The work does not follow 
specification (X5.2) 
The work is not implemented 
with good and right method 
(X5.3) 

Is the work implemented not in line with the determined 
ways? 
Does the implemented work not follow technical 
specifications which have been determined? 
Are all works not implemented with good and right method? 

Design Change 
(X6) 

The frequent Design Change 
made by owner (X6.1) 
Delay of change process 
from plan (X6.2) 

Does design change frequently happen made by owner 
because of the changed function from the initial plan when 
implementing the work? 
Does delay of change process from plan occur when 
implanting the work? 

Work 
Environment 

(X7) 

Frequent Rain (X7.1) 
Available Land (X7.2) 

Does rain frequently happen when implementing the work so 
that it obstructs the project? 
Is there any change of land, layout, and site which have 
been determined? 

 
Table 3 – Variable and Indicator of the Research (Y Variable) 

 

Variable Question 

Time Delay (Y) 
Does Kaliorang District Office Development in East Kutai Regency experience time delay 
from the determined schedule? 

 
The scoring criteria of question answers in table 2 using likert which is as follows: 
1 = Extremely Not Affecting; 
2 = Not Affecting; 
3 = Less Affecting; 
4 = Affecting; 
5 = Extremely Affecting. 
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Data Collection Method. Data collection method in this research uses questionnaire 
method. The final objective of this research is to know the factors affecting time delay in the 
project of Kaliorang District Office Development in East Kutai Regency and the strategy 
which should be done to prevent it. The present research employs survey method by netting 
opinions, experience, and attitudes of respondents regarding to problems had in Kaliorang 
District Office Development Projects in East Kutai Regency, which is by taking primary data 
through questionnaire and secondary data from related institution (Palinkas, 2015). Based on 
the factors, it is continued by determining variables to be taken as questions which will be 
measured in form of questionnaire (Kawulich, 2005: Johnson et. al., 1982) 

Primary data collection, or direct collection, is obtained by conducting interview and 
sharing the questionnaire sheets directly to the respondents related directly to Kaliorang 
District Office Development which is in time delay. 

Secondary data, or indirect data, is the data or information obtained from literary study 
and the data which have been processed, including: the data used as the theory from 
research, which is obtained from books, theories, concepts, variables from notes, journals, 
articles, and so on in order to strengthen and support this study as well as from the related 
research previously. Moreover, the data are Tender Documents, Contract Documents, 
Project Figure, and Time Schedule which contain data of project implementation delay. 

Validation Test. In this validity test, it later can show how far the speed level of 
measuring tool usage towards the indication which is willing to be measured. The 
questionnaire can be considered valid if the questions in the questionnaire or the 
questionnaire itself can revea something which will be measured by the questionnaire 
(Singarimbun & Effendi, 2006). The validity of an instrument can be known by comparing 
correlation index of Product Moment Person with significance level of 0,05 (5%) as the 
critical score, comparing r count and r table in appendix 3, so that instrument validity can be 
determined by following criteria by (Onwuegbuzie, 2007): rcount>r table:Valid; rcount<r table:Invalid. 

Reliability Test. Reliability Test is the index showing how far measuring tool can be 
trusted or can be relied. In other words, reliability shows consistency of a measuring tool in 
measuring same indications (Singarimbun & Effendi, 2006). In this research, reliability test 
uses the approach of Alpha Cronbanch. Instrument is considered reliable if the value of 
Alpha Cronbanch > 0,6. 

Data Processing and Data Analysis. Data obtained from survey result (questionnaire) 
are then processed to get information in form of tabe. The result of the data processing is 
used to answer research questions (Burns & Bursn, 2000). Moreover, data analysis 
technique used is factor analysis and multiple linear analysis. Data of questionnaire result 
which is in the range 1 to 5 from each variables are then recounted, so that from each 
variables containing some indicators, it will result to one score only which is afterwards 
analyzed by using factor analysis and multiple linear analysis (Neter et. al., 1996). The data 
processing is done by the help of Statistical Package for Social Science (SPSS) for 
Windows. 

Strategy Implementation to Prevent Delay. From the result of factor analysis and 
multiple linear regression analysis, strategy implementation towards variables assumed as 
the causes of delay can be determined so that it can be a reference or corrective action in 
district office development project which is not in delay. 

The steps of strategy determination that should be done by contractor to prevent the 
factors in the present research are as follows: 

 Seeing the multiple linear regression analysis towards independent variables which 
have significant value; 

 Determining the most affecting independent variable (factor) toward time delay. The 
most dominant variable is the variable affecting significantly and has the biggest β 
Coefficient value. 

From the result above, strategy critera towards variables can be determined as viewed 
in table 4. Based on the strategy criteria aforementioned, strategy/corrective action of project 
time delay can be implemented both from owner, contractor, and supervisor consultant 
towards the variables as seen in table 5. 
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Table 4 – Strategy Criteria 
 

Variables Definition 

Finance 
(X1) 

Having adequate working capital and not depending on termination and being distributed to 
the field as in line with the needs. 

Equipment 
(X2) 

The number and the capacity of equipment are in line with the need. It is completely 
realized in the mobilization period. 

Workers 
(X3) 

Providing enough workers, workers who have skill, technical ability and administration 
which is in accordance with the working needs. 

Material 
(X4) 

Having quarry with adequate deposit and recommended quality. Non-local material 
procurement should be planned well. 

Implementation 
Method 

(X5) 

The work is implemented based on contract documents and SOP and the orders of every 
item are arranged in detail and can be implemented. 

Design Change 
(X6) 

Preparing complete design, doing mutual check and accomplishing quickly. 

Work Environment 
(X7) 

Before the project is started, socialization should be done first to the community and local 
government regarding to and determination, layout or site that is used. 

 

Source: Processed by the researcher from some references. 

 
Table 5 – Strategy/Corrective Action of Project Time Delay 

 

Variables Strategy/Corrective Action 

Finance 
(X1) 

The owner as the project owner is expected to provide administrative payment terms, 
coordinate with the State finance office, so that payment is guaranteed to the contractor 
smoothly, the Contractor must strive to fix the financial management of the company in 
managing and using project finance properly, maintaining cash flow for the smooth running of 
the work, can pay workers' wages regularly and on time. The consultant checks and ratifies 
the terms payment certificate data made by the contractor according to the stipulated time 

Equipment 
(X2) 

The owner agrees the plan of providing equipment made by the contractor and has been 
checked by the consultant who supervises and controls the equipment procurement, the 
Contraktor must provide the equipments as in line with the nuber and the equipment type 
offered in the contract with a ready-to-use condition. The Consutant checks and supervises 
the executive contractor of equipment procurement and makes supervising report for the 
owner. 

Workers 
(X3) 

Owner asks contractor to use skilled workers based on needs, Contractor must have 
personnel who can manage the activities both technical and administrative so that quality, 
volume, and time are in line with the plan, the Contractor must be able to supervise based on 
duties and responsibilities, so that the project implemented can be in accordance with quality, 
vilume, cost and in line with the planned time. 

Material 
(X4) 

The contractor has quarry with sufficient deposit and recommended quality. Procurement of 
non-local materials must be planned properly. The use of materials in accordance with the 
plan to avoid excess use of material (waste material); the Cnsultant must be able to supervise 
in accordance with their duties and responsibilities, so that projects can be conducted with the 
right quality, right volume, right costs in accordance with the planned time. 

Implementation 
Method 

(X5) 

The owner needs to immediately arrane a workframe of reference (KAK) and technical 
specifications in accordance with a more complete and detailed plan, so that the contractor 
can perform the work following the workframe reference (KAK) of technical specifications that 
have been determined in accordance with the plan. The consultant must be able to supervise 
in accordance with their duties and responsibilities, so that the project can be implemented 
with the right quality, right volume, right cost according to the planned time. 

Design Change 
(X6) 

In the initial measurement of implementation, the contractor and the consultant immediately 
report the design that is not in accordance with the real conditions in the field, the contractor 
calculates the quantity and Cost Budget Plan (RAB) due to design change to be submitted to 
the owner. The owner immediately amends the contract due to changes in design with the 
contractor. The owner makes the technical specifications of the planning more complete, so 
that the results of planning when used in construction do not undergo significant changes. 

Work 
Environment 

(X7) 

Before the project is started, socialization should be done by the owner, contractor, and 
supervisor consultant together to the community and local government regarding to land 
determination, layout or site that is used, makes work environment which has considered 
condition of site and the weather which will happen when implementing the project. 

 

Source: Processed by the researcher from some references. 
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RESULTS AND DISCUSSION 
 

Research Instrument Test. Item validity test respectively like variables of Finance, 
Equipment, Workers, Material, Implementation Method, Design Change, and Work 
Environment in this research is done with software SPSS 23 for Windows, as seen in table 7. 
 

Table 6 – Population and Sample 
 

No Description Population Sample 

1 Owner   

 

Budget User/Budget Authority (PA/KPA) 1 1 

Commitment Making Official (PPK) 1 1 

Field Supervisor 4 4 

2 Contractor   

 

Project Manager 1 1 

Site Manager 1 1 

Project Engineer Manager 5 4 

Project Productoin Manager 4 3 

Project Financial & Personality 5 4 

Foreman 6 6 

3 Supervisor Consultant   

 

Site Engineer 2 2 

Quality Engineer 3 3 

Chief Inspector 3 3 

Total 36 33 
 

Source: Calculation Result. 

 
Table 7 – Validity Test Result 

 

Factors Indicators Correlation Coefficient Value of r table P- Value Result 

Finance (XI) 

XI.1 0.760 0.355 0.000 Valid 

XI.2 0.749 0.355 0.000 Valid 

XI.3 0.841 0.355 0.000 Valid 

Equipment (X2) 

X2.1 0.795 0.355 0.000 Valid 

X2.2 0.844 0.355 0.000 Valid 

X2.3 0.561 0.355 0.001 Valid 

X2.4 0.702 0.355 0.000 Valid 

Workers (X3) 

X3.1 0.889 0.355 0.000 Valid 

X3.2 0.842 0.355 0.000 Valid 

X3.3 0.818 0.355 0.000 Valid 

Material (X4) 

X4.1 0.868 0.355 0.002 Valid 

X4.2 0.593 0.355 0.000 Valid 

X4.3 0.691 0.355 0.000 Valid 

X4.4 0.659 0.355 0.000 Valid 

Implementation Method (X5) 

X5.1 0.707 0.355 0.000 Valid 

X5.2 0.763 0.355 0.000 Valid 

X5.3 0.793 0.355 0.000 Valid 

Design Change (X6) 
X6.1 0.836 0.355 0.000 Valid 

X6.2 0.873 0.355 0.000 Valid 

Work Environment (X7) 
X7.1 0.929 0.355 0.000 Valid 

X7.2 0.909 0.355 0.000 Valid 
 

Source: Analysis of SPSS.23. 

 
Reliability test is conducted by using the help of software SPSS 23 in which reliability 

test uses coefficient Alpha Cronbach to variables: finance (XI), equipment (X2), workers (X3), 
material (X4), implementation method (X5), change design (X6), and Work Environment (X7) 
like in the Table 8. 

From Table 8 coefficient of Alpha Cronbach is obtained for variables of Finance (XI), 
Equipment (X2), Workers (X3), Material (X4), Implementation Method (X5), Design Change 
(X6), and Work Environment (X7) which are bigger than 0,6. Thus, it can be concluded that 
the indicator used to measure the variables are relied and reliable. 
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Table 8 – Reliability Test Result 
 

Variables Cronbach’s Alpha Results 

Finance (XI) 0.666 Reliable 

Equipment (X2) 0.703 Reliable 

Workers (X3) 0.808 Reliable 

Material (X4) 0.643 Reliable 

Implementation Method (X5) 0.618 Reliable 

Design Change (X6) 0.630 Reliable 

Work Environment (X7) 0.813 Reliable 

 
RESULTS AND DISCUSSION 

 
From factor extraction result which is continued by doing interpretation towards loading 

factor of every items, it is known that Latent Variables like Finance (XI), Equipment (X2), 
Workers (X3), Material (X4), Implementation Method (X5), Design Change (X6) and Work 
Environment (X7) can be grouped into manifest variables which are explained as follows: 

Finance Variable (XI), is formed with manifest variable indicator consisting of: payment 
delay by contractor to the workers (X1.1), Payment delay by contractor to the supplier (X1.2), 
and Payment delay by owner to the contractor (X1.3). 

Equipment Variable (X2), is formed with manifest variable indicator comprising of: 
equipment delivery (X2.1), Lack of Equipment (X2.2), Inadequate equipment capacity (X2.3), 
and the easy-damaged equipment (X2.4). 

Workers Variable (X3), is formed with manifest variables consisting of: dearth of 
material (X3.1), frequent change on material in form and function (X3.3) and material 
damage in the storage (X3.4). 

Material Variable (X4), is formed with manifest variables consisting of: dearth of 
material (X4.1), frequent change on material in form and function (X4.3) and material 
damage in the storage (X4.4). 

Implementation method variable (X5), is formed with manifest variables consisting of: 
the work done is not in line with the determined ways (X5.1), the work does not follow the 
specifications (X5.2) and the work is not done in a good and right method (X5.3). 

Design change variable (X6), is formed with manifest variables consisting of: frequent 
design change by owner (X6.1) and the initial plan designed by the owner is not fulfilled 
(X6.2). 

Work environment variable (X7), ), is formed with manifest variables consisting of: Air 
temperature (X7.1) and the change of land, layout or site which has been determined (X7.2). 

Regression analysis is used to obtain the factors affecting Time Delay and the most 
dominant factors affecting Time Delay in data processing by using multiple linear regression 
analysis; some steps are done to look for the relation between independent and dependent 
variables. Based on data processing result by using software SPSS.23 (see Appendix 7), the 
outline is explained as seen in Table 9 below: 
 

Table 9 – Outline of Regression Analysis Result 
 

Variables Coefficient ß tcount P-value Detail 

Constants 5,317 1,984 0,058 Not significant 

Finance Factor (XI) -0,061 -0,160 0,874 Not significant 

Equipment Factor (X2) -0,399 -1,413 0,170 Not significant 

Workers Factor (X3) -0,787 -2,995 0,006 Significant 

Material Factor (X4) -0,224 -0,784 0,440 Not significant 

Implementation Method Factor (X5) 0,323 1,331 0,195 Not significant 

Design Change Factor (X6) 0,018 0,067 0,947 Not significant 

Work Environment Factor (X7) 0,603 2,595 0,016 Significant 

N = 0,05 
R

2 
= 0,376 

R = 0,613 
F-count = 2,154 
F-tabld (0.05,7,25) = 2,400 
p-value = 0,075 
t-tabld (0.05,25) = 1.708 

 

Source: Analysis of SPSS.23. 
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Based on table 9, it is seen that not all independent variables have significant value. 
Independent variables which have significant value (affecting significantly towards Time 
Delay) are Workers Factor and Work Environment Factor. While, the variables which do not 
have significant value (affecting but not significantly towards Time Delay) are Finance, 
Equipment, Material, Implementation Method, and Design Change Factors. 

Strategy Discussion to Prevent Problems Related to the Factors Affecting Significantly. 
Based on regression analysis result, it is obtained that Workers and Work Environment 
Factors are the factors affecting significantly in line. Then, the factors affecting significantly 
towards Time Delay can be explained that Workers Variable (X3), is formed with manifest 
variables consisting of Lack of workers (X3.1), Many unskilled workers (X3.2), and 
Inadequate supervisors (contractor party) (X3.3). Work Environment Variable, is formed with 
manifest variabes comprising of Air temperature (X7.1) and the Change of land, layout or site 
which has been determined (X7.2). Afterwards, the strategy used towards the factors 
affecting Time Delay significantly will be discussed. 

Workers Factor is the variable having coefficient value of β of 0,787 and value of p-
value of 0,006 is less than α = 0.05. It means that in the present research, the factor affecting 
Time Delay significantly is Workers Factor. It means, Time Delay is really influenced by 
Workers Factor. The Coefficient Value of β which is negative indicating that if the work done 
is not in line with the determined time so that delay occurs. Then, to know which indicator 
that mostly affects Time Delay in Workers Factor, it can be seen from the high communality 
value as seen on Table 10 as follows: 
 

Table 10 – Communality Value in Workers Factor 
 

Manifest Variables Description Communality Value 

X3.1 Dearth of Workers 0,784 

X3.2 Many unskilled workers 0,717 

X3.3 Inadequate supervisors (contractor party) 0,668 
 

Source: Analysis Result of SPSS.23. 

 
From table 10, it is known that the indicator of Workers Factor which is the most 

dominant affecting Time Delay is Dearth of Workers so that it obstructs the work of 0,784. 
Then, the strategy used to prevent it can be seen in the Table 11 as follows: 
 

Table 11 – Preventive Strategy of Time Delay Causing Factor in Workers Factor 
 

Factor Problem Strategies 

Workers 

Dearth of Workers Contractor should supply workers needed in the project 

Many unskilled workers 
Service provider should have skilled workers in a work in order that the work 
is in line with the owner’s expectation 

Inadequate supervisors 
(contractor party) 

Service providers should have their own leader in a project which is in 
accordance with each skill functioning as work result supervisor 

 
Work Environment Factor is the variable which has coefficient value of β as it is means 

that in this research, the most dominanct factor affecting Time Delay is Work Environment 
Factor. It means that Time Delay is extremely affected by Work Environment Factor. The 
coefficient value of β which is positive indicating that if the project implemented is not in line 
with the determined time and the delay does not happen. Afterwards, to know which factor 
that affects Time Delay mostly in Work Environment Factor, it can be seen from high 
communality value in Table 11 as follows: 
 

Table 11 – Communality Value in Work Environment Factor 
 

Manifest 
Variables 

Description 
Communality 

Value 

X7.1 Rain frequenly occurs when implementing the project so that it obstructs the work 0,845 

X7.2 The change of land, layout, or site which has been determined 0,845 
 

Source: Analysis Result of SPSS.23. 
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From table 11, it is known that the indicator of Work Environment Factor which is 
mostly dominant affecting Time Delay is frequent rain when implementing the work so that it 
obstructs the work of 0,845 and the change of land, layout, or site which has been 
determined of 0,845. Then, the strategy used to prevent it can be seen in Table 12 below: 
 

Table 12 – Preventive Strategy of Time Delay Causing Factor in Work Environment Factor 
 

Factor Problems Strategies 

Work 
Environment 

Rain frequenly occurs 
when implementing the 
project so that it obstructs 
the work 

Anticipating the environment condition earlier related to temperature and 
weather, since the beginning of field changes, adding the number of 
workers and working hours (extra hour) at the evening to change the lost 
working days due to weather change. 

The change of land, 
layout, or site which has 
been determined 

Before the work starts, socialization to community and local government 
should be done to determine land, layout or site which will be used 

 

Source: Processed by the researcher from some references. 

 
CONCLUSION 

 
From the research result and discussion which have been explain in the previous 

chapters, it can be concluded that: 
Based on F test, it is obtained that simultaneously factors of Finance (XI), Equipment 

(X2), Workers (X3), Material (X4), Implementation Method (X5) Design Change (X6) and 
Work Environment (X7) do not affect Time Delay colectively with value of Fcount = 1,910 < 
Ftable = 2,400. However, based on t test, partially the factors affecting Time Delay significantly 
in the project of Kaliorang District Office Development in East Kutai Regency are Workers 
factor (X3) and Work Environment factor (X7). 

Based on multiple linear regression analysis, the most dominant factor affecting time 
delay in the project of Kaliorang District Office Development in East Kutai Regency is 
Workers factor with coefficient value of β of -0,787. 

The strategies used to prevent Time Delay in workers factor (X3) and work 
environment factor (X7) are: 

 The contractor should add workers who have skills in line with the needs and the 
experts who have qualifications respectively; 

 Anticipating environment condition of a site and socialization to community and local 
government to determine land, layout or site that will be used. 

 
SUGGESTIONS 

 
The contractor must use skilled workers, having high productivity, and having a 

responsibility in accomplishing works and experienced proven by skill certificate. If the skilled 
workers are limited, then it is suggested to recruit skilled workers from other places; 

The contractor must be able to use implementation time effectively in accomplishing 
the project in order to avoid extra working time which can increase the cost; 

This present research is done to know the factors affecting contract in time delay in the 
project of Kaliorang District Office Development in East Kutai Regency and the factors are 
worker and work environment. Hence, it is expected that the next researchers can analyze 
other factors, which are assumed, affect the delay in order to make this research more 
complete. 
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ABSTRACT 
The objectives of this research are 1) analyze the factors affecting project delay in building 
development project, 2) analyze the most dominant factor affecting project implementation 
delay in the building development project, 3) determine the actions that should be done on 
the dominant risks in affecting project implementation delay. The studied project is Building 
Development Project of Human Settlements Division of East Kutai Regency’s Public Works 
Service Office. From the hypothesis testing results of simultaneous regression model using F 
test; it is found that Fcount result is smaller than Ftable (1,079 < 2,270). Besides, p-value is 
found of 0.396. If p-value compared to α = 0.05, then p-value is bigger than α = 0.05. From 
both comparisons, it can be concluded that H0 is accepted in the standard of α = 0.05. 
Therefore, it is concluded that there is no simultaneous significant effect among factors of 
X1, X2, X3, X4, X5, X6 and X7 on project implementation delay. The most dominant factor 
affecting building development project implementation delay is Implementation Method 
Factor (X5) which has regression coefficient of -0,086. By using the help of SPSS software, it 
is found that β coefficient is of -0,086 and also p-value is smaller than α = 0.05. 
 
KEY WORDS 
Project, development, building, public service. 
 

In the building construction project implementation of Sangatta City, East Kutai 
Regency, it is frequently found and heard that the project has problems causing to effects on 
the construction implementation. Based on data obtained from Public Works Service Office 
on Human Settlements Division of East Kutai Regency, the building project implementation in 
budget year of 2016, there are 8 work packages that have implementation delay ranging ± 
15-18% (data source, 2016) from the determined time, which causes effect on contract 
changes/extra time addendum. It is assumed that it happens because of factors such as 
human resources (workers), implementation method, planning, material, equipment, and 
supervision; however, up to now, there is no research investigating about this. 

In the punctual consruction project implementation, it can be stated that it is profitable 
for both parties; thus, a good company will always attempt to implement it based on the 
determined time or attempt to minimize the delay by choosing corrective action that needs to 
be done and make a decision based on analysis from some delay factors. Therefore, a 
review is needed to identify and analyze the factor that affects the project delay. 

The questions in this research that can be formulated from the previous explanation 
are as follows: 

 What factors that affect the delay of building development Project in Human 
Settlement Division in Public Works Service Office in East Kutai Regency? 

 What is the most dominant factor which affects the delay of building development 
Project in Human Settlement Division in Public Works Service Office in East Kutai 
Regency? 

 What action should be taken to minimize the delay of building development Project in 
Human Settlement Division in Public Works Service Office in East Kutai Regency? 

 

mailto:enkapi2704@gmail.com
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Based on the research questions aforementioned, the objectives of this research are: 
 To analyze the factors which affect the delay of building development Project in 

Human Settlement Division in Public Works Service Office in East Kutai Regency; 
 To analyze the most dominant factor affecting the delay of building development 

Project in Human Settlement Division in Public Works Service Office in East Kutai 
Regency; 

 To determine the action that should be counted for the dominant risks in affecting the 
project implementation delay. 

 
LITERATURE REVIEW 

 
The characteristic of construction project can be seen in three dimensions, namely 

unique, involving resources, and needing organization (Gould & Joyce, 2003). The goal 
achievement is not done through repeated or routine activities as in the organization 
generally. Project, according to Ervianto (2003), is a set of activities that can be planned in it 
by using finance sources, workers, and others to obtain benefits or results in the near future. 
This project activity is in the beginning and in the end. 

In achieving the goal, project activity has triple constraints meaning a significant 
parameter to measure the success of a project implementation. These three things are 
Sturzenegger et al., (2016): 1. Right Budget Calculation (Cost); 2. Punctual, and 
3. Performance (Scope & Quality). 

Management of Construction Project. Project management is an attempt or an activity 
of planning, organizing, actuating, and controlling company’s resources to achieve short-term 
targets which have been determined previously efficiently and effectively (Olander, 2007). 
The activity flow in the project management vertically and horizontally is done by using 
system approach. Thus, management is a process consisting of actions of planning, 
organizing, actuating, and controlling in which in its field, it uses both knowledge andd skill 
and is followed systematically in order to achieve the targets which have been determined 
(Chan et al., 2004). 

The Delay of Project Implementation. According to Ervianto (2004), delay is the 
implementation time which is not used as the activity plan so that it makes one or other 
following activities become delayed or not implemented as the determined schedule. 

In this part, it will be discussed some expert opinions regarding to the causes of delay. 
The delay of the construction project will be grouped into 2 (two) categories (Ervianto, 2004), 
namely: 

 Excusable Delay is the failure of construction management party in fulfillinf the 
accomplishment time as in the agreed contract. The causes of the delay in the project 
are design problem, workers change by project owner, weather influence/not in a 
normal condition, workers conflict, and natural disasters; 

 Nonexcusable Delay is a condition in project delay caused by contstruction 
management party. The causes of failure in this category are bad implementation 
planning done by the contractor, the unskilled human resources owned by the contractor, 
and the failure of sub-contractor. 

Nonexusable delay can lead to termination of contract. Generally, nonexcusable delay 
will never get extra time but the contractor will mark up in the schedule by accelerating the 
project. 

According to Istimawan Dipohusodo (1996), during construction process, periodic 
dearth indication always appears on the used materials, in form of basic goods or finished 
goods both local and imported goods. The ways to control the delay are: 

 Adding resources; 
 Releasing obstacles or other attempts to guarantee that the project is increasing and 

bringing it back to the plan line; 
 If it is impossible to be on the initial plan line, schedule revision is probably needed 

which is then to be used as the base of the next project progress assessment. 
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Identification of Risks. ”Identification of risks is a process of identifying the risks from 
uncertainty which is done systematically and gradually”. (Smith et. al., 2009) By referring to 
the above definition, the causing factors that affect project delay in the group are as follows: 

 Finance; 
 Human Resources; 
 Material; 
 Equipment; 
 Project Implementation Method; 
 Design Change; 
 Work Environment. 

Definition of Questionnaire. Questionnaire is a number of written questions used to 
obtain information from respondent in form of the report of personality or something that 
he/she knows (Arikunto, 2006). Questionnaire is used to mention method or instrument. 
Therefore, in using questionnaire method, the used instrument is questionnaire. 

Population and Sample. What is meant by population is a set of individuals with certain 
qualities; the quality or the characteristic is what is called variable. A population with a 
number of certain individuals is called finite population. Besides, what is meant as sample is 
a group of sampling unit taken and is the sub of population. Population is determined based 
on experience in the field from people who are considered experienced and knowing about 
development process. Moreover, those people are in their own institution or company. While, 
sample is taken from population which considered representative of all institution or company 
(Sugiyono, 2006). 

Statistics is a science and an art of development and the most effective implementation 
method in avoiding wrong consideration in a conclusion and estimation which can be 
predicted based on mathematical probabiity (Supranto, 2001). In accomplishing analysis and 
statistics, there are some problem-solving steps namely: identifying problems or 
opportunities, collecting available facts correctly, collecting original data through interview, 
questionnaire spreading, and so on. 

Validity is a measurement showing the levels of validity of an instrument. An instrument 
is considered valid if it can reveal data from the studied variable correctly. The high and low 
validity of an instrument show how far the collected data is not out of the overview of the 
validity (Riduwan, 2005). 

Reliability refers to a definition that an instrument is reliable enough to be used as a 
data collector tool because the instrument is good enough. Reliability test is done by testing 
the instrument (once use), then the obtained data is analyzed with certain technique. To test 
reliability, Alpha Cronbach method is used (Sugiyono, 2006). Alpha Cronbach method is 
used to look for the instrument reliability in which its score is nether neither 1 nor 0 (yes and 
no). 

Statistics in a wide definition called inferential or inductive statistics or probability 
statistics, Statistika dalam arti luas biasa disebut dengan inferensial atau statika induktif atau 
statistika probabilitas, is a tool of collecting data, making a conclusion, making an action 
based on the collected data analysis or statistics used to analyze sample data and the 
results are used (generalized) for population (Riduwan, 2005). 

Factor analysis is an analysis which is commonly provided for classes in multivariate 
statistics method in which its main purpose is to minimize data and summarize it. Thus, 
factor analysis aims to find a way of summarizing the existing information in the original 
variable (initial) to be a set of new dimension or variate (factor). It is done by determining the 
structure through summarization data or through reduction data. Factor analysis identifies 
structure between variables or respondents by considering correlation between variables or 
correlations among respondents. 

Multiple linear regression analysis is an analysis used to know the form of relation or 
influence between some independent variables on dependent variables. In this research, the 
researcher limits this research objective only for two multiple linear regression objectives 
which are to know the form of relation/influence between independent variables and 
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dependent variables. Besides, the researcher is also willing to know independent variable 
which is the most affecting on dependent variables. To know the most affecting factor on a 
variable, regression analysis technique is used by seeing the number of the biggest 
regression coefficient, F test (ANOVA) towards regression model simultaneously, Value of R2 
(determination coefficient). Internal factor is independent variable which affects dependent 
variable. 
 

METHODS OF RESEARCH 
 

The studied Projects are the Building Development Projects of Human Settlements 
Division of Public Works Office in East Kutai Regency which are in the category of Project 
implementation delay which are as follows: 

 Development Project of Regional Employment Agency Building of East Kutai 
Regency located in Sangatta City; 

 Development Project of Forestry Office Buiding of East Kutai Regency located in 
Sangatta City; 

 Development Project of Teluk Pandan District Office located in Teluk Pandan. 
The method of data collection used takes material from some supporting sources in the 

development related to the studying object, the data are obtained by: providing direct data 
(primary data) and providing indirect data (secondary data). 

Data collection is obtained through interview and spreading questionnaire sheets to the 
respondents. Questionnaire is in the form of questions arranged based on literatura from field 
observation, in which every questions are related to the factors which cause building Project 
development delay in Human Settlements Division of Public Works Office in East Kutai 
Regency in which the respondents can select one of the answer choices. 

In this research, secondary data is data or information obtained from literature study 
which is data which have been processed including: Data used as a theory basis of the 
research, obtained from books, journals, articles, previous related researches, and data from 
project. The data are Tender Documents, Contract Documents, Project Figures, Time 
Schedule containing project implementation delay data. 

Popuation of the present research is the people who know the condition and get 
involved directly in the project of Regional Employment Agency Office Building Development 
of East Kutai Regency, Forestry Office Buiding Development of East Kutai Regency, and 
Teluk Pandan District Office Development in budget year 2016 in which the population total 
is of 50 people. 

In this research, sample is taken randomly by using disproportionate stratified random 
sampling (Sugiono, 2006) with the formula according to Slovin in Husein Umar 2007 which is 
as follows: 
 

n =
N

1 + N�
 

Where: n - Sample Size; N - Population Size = 50; E: Looseness Percentage = 0,05. 
Factor Analysis. The factor analysis used in the present research is to confirm the 

indicator of each factors which have been determined whether it is indeed the indicators that 
are in line with the factors or not, and analyze the factors which are taken as the overview of 
the project implementation delay causes. In this analysis, it obtains information about data 
structure as the effect of the project implementation delay. The result of factor analysis 
towards 2 variables assumed as the effect of the project implementation delay will test its 
variables properness to know the relation of its variables or indicators. 

Multiple Linear Regression Analysis. In order to test the questions regarding to what 
factors affecting the project implementation delay in the Development Project of Regional 
Employment Agency Building of East Kutai Regency, Development Project of Forestry Office 
Buiding of East Kutai Regency, and Development Project of Teluk Pandan District Office, 
and what is the most dominant factor; the analysis technique used is multiple linear 
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regression test. This test is used to investigate or analyze the effect or the relation between 
independent variables with one or more variables. In analysis technique, Annova test or f 
test, t test are used and in order to find the number of determination coefficient or R2 
adjusted, this test will employ SPSS program as in the multiple linear equation. 
 

Table 1 – Definition of Research Variable 
 

Variables Definitions 

Finance 

Finance is the fund provided by the contractor to produce a product that is expected starting from 
material procurement, wages payment, operational equipment, and other until the product can function 
well as in line with the goal from the project. According to Soeharto, 1999, finance/capital is the part of 
project resources used to develop installation or to product the expected project product, starting from 
the expense of properness study, engineering design, procurement, pabrication, construction untul 
installation or the product can completely function. 

Material 

Material is the available goods with certain specifications and is used to accomplish development 
project, both seen from the number, form, and the size. Its indicator category is the increase of 
material price, the delay of material delivery, bad quality of material, inadequate number of material, 
improper volume and material type, and waste material. 

Human Resources 

Workers are people who get involved directly in the development implementation with the ability to 
perform duties as in their fields and responsibilities given to them. Its indicator category is the lack of 
workers availability, the less skilled workers, the lack of skilled workers used when project 
implementation, the lack of project manager experience. 

Equipment 

The equipment delay is mostly caused by the damaged equipment condition and the lack of heavy 
equipment operator, so that it leads to the delay possibility towards the works which affect time of the 
project implementation. Its indicators are the condition of the used equipment, Efficiency of working 
equipment, equipment operator (expert in their fields), and the number of equipment used (the delat of 
working equipment repair) 

Implementation 
Method 

In work, we should determine the working method so that the works can be in line with what has been 
planned and on time as what is planned. If the method is not right, then the work will have a delay. 
Furthermore, its indicators are application of work implementation and the change of the method. 

Design Change 

Design Change is the shifting/changing/reviewing activity of the existing design in the project 
implementation, the work which is not in line with the initial plan (in terms of unachieved construction 
dimension) which makes the work should be fixed and the mistakes in the initial design which has 
been made that leads to design review. 

Work Environment 
Work Environment is the situation of the existing site and the condition of social culture involving in a 
project. A good work environment will motivate individuals to work happily and increase responsibility 
to obtain better work results. 

 
Table 2 – Research Variables and Indicators (X Variable) 

 

Variables Research Variables Indicators 

Finance (X1) 

Payment delay done by the contractor to the workers (X1.1) 
Payment delay done by the contractor to the supplier (X1.2) 
Payment delay done by the owner to the contractor (X1.3) 
The contractor’s finance capacity (X1.4) 

Material (X2) 

The increase of material price (X2.1) 
The delay of material delivery (X2.2) 
Bad material quality (X2.3) 
Inadequate material numbers available (X2.4) 
Improper material type (X2.5) 
Waste material (X2.6) 

Human Resources (X3) 

Dearth of workers availability (X3.1) 
Unskilled workers (X3.2) 
The limited unskilled workers in the project implementation (X3.3) 
The lack of the project manager’s experience (X3.4) 

Equipment (X4) 

The condition of equipment used (X4.1) 
The efficiency and the specialization of working tools (X4.2) 
The equipment operator (expert in their fields) (X4.3) 
The number of equipment used (the delay of working tools repair) (X4.4) 

Implementation Method 
(X5) 

The appropriateness of the project implementation method with the planning (X5.1) 
The lack of ability in using the right method (X5.2) 
The project implementation is not in line with the specification (X5.3) 
The use of equipment, material, and workers which are not in line (X5.4) 

Design Change (X6) 
The design change done by owner (X6.1) 
The delay of change process from planning (X6.2) 
The initial planning is not fulfilled (X6.3) 

Work Environment (X7) 
The frequent rain (X7.1) 
The condition of working site (X7.2) 
The condition of the topography (X7.3) 

Project Delay (Y) 
The project implementation of Human Settlements Division Building Development in East Kutai 
Regency Public Works Service Office has delay on it. (Y) 
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RESULTS OF STUDY 
 

The total of population and sample can be seen in table 3 as follows: 
 

Table 3 – The Total of Population and Sample 
 

Elements 
Regional 

Employment 
Agency (BKD) 

Forestry 
Office 

District 
Office 

Total 
of Population 

Total 
of Sample 

Owner: 
- Budget User/Budget Authority (PA/KPA) 
- Commitment Making Official (PPK) 
- Supervisor 

 
1 
1 
2 

 
1 
1 
1 

 
1 
1 
1 

 
3 
3 
4 

 
1 
2 
4 

Contractor: 
- Director 
-Project Manager 
-Site Manager 
- Supervisor 
- Logistic 
- Drafter 
- Foreman 
- Personality 

 
1 
1 
1 
1 
1 
1 
1 
4 

 
1 
1 
1 
1 
1 
1 
1 
3 

 
1 
1 
1 
1 
1 
1 
1 
3 

 
3 
3 
3 
3 
3 
3 
3 

10 

 
2 
3 
3 
3 
3 
3 
3 
9 

Consultant: 
-Site Engineer 
-Quality Engineer 
-Chief Inspector 

 
1 
1 
1 

 
1 
1 
1 

 
1 
1 
1 

 
3 
3 
3 

 
3 
3 
3 

Total 18 16 16 50 45 

 
Validity test of each variable item of Finance, Equipment, Workers, Material, 

Implementation Method, Design Change, and Work Environment in this present research is 
done with the help of SPSS 20 for Windows, as seen in table 4 below: 
 

Table 4 – Validity Test Result 
 

Factors Indicators Correlation Coefficients Value of r table P-Value Result 

Finance (X1) 

X1.1 0,900 0,301 0,000 Valid 
X1.2 0,766 0,301 0,000 Valid 
X1.3 0,540 0,301 0,000 Valid 
X1.4 0,881 0,301 0,000 Valid 

Material (X2) 

X2.1 0,554 0,301 0,000 Valid 
X2.2 0,766 0,301 0,000 Valid 
X2.3 0,497 0,301 0,001 Valid 
X2.4 0,576 0,301 0,000 Valid 
X2.5 0,513 0,301 0,000 Valid 
X2.6 0,604 0,301 0,000 Valid 

Human Resources (X3) 
 

X3.1 0,865 0,301 0,000 Valid 
X3.2 0,820 0,301 0,000 Valid 
X3.3 0,446 0,301 0,002 Valid 
X3.4 0,666 0,301 0,000 Valid 

Equipment (X4) 

X4.1 0,585 0,301 0,000 Valid 
X4.2 0,596 0,301 0,000 Valid 
X4.3 0,793 0,301 0,000 Valid 
X4.4 0,759 0,301 0,000 Valid 

Implementation Method (X5) 

X5.1 0,824 0,301 0,000 Valid 
X5.2 0,783 0,301 0,000 Valid 
X5.3 0,553 0,301 0,000 Valid 
X5.4 0,621 0,301 0,000 Valid 

Design Change (X6) 
X6.1 0,786 0,301 0,000 Valid 
X6.2 0,797 0,301 0,000 Valid 
X6.3 0,751 0,301 0,000 Valid 

Work Environment (X7) 
X7.1 0,864 0,301 0,000 Valid 
X7.2 0,649 0,301 0,000 Valid 
X7.3 0,732 0,301 0,000 Valid 

 
Reliability test uses the help of SPSS 20 softward in which it obtains reliability test 

result using coefficient of Cronbach’sAlpha for variables: Finance (X1), Material (X2), Human 
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Resources (X3), Equipment (X4), Implementation Method (X5), Design Change (X6), Work 
Environment (X7) as seen in Table 4.3 as follows: 
 

Table 5 – Reliability Test Result 
 

Variables Cronbach’s Alpha Result 
Finance (X1) 0,787 Reliable 
Material(X2) 0,624 Reliable 

Human Resources (X3) 0,673 Reliable 
Equipment (X4) 0,614 Reliable 

Implementation Method (X5) 0,659 Reliable 
Design Change (X6) 0,668 Reliable 

Work Environment (X7) 0,611 Reliable 

 
From Table 5, coefficient of Cronbach’s Alpha is obtained for variables of Finance (X1), 

Material (X2), Human Resources (X3), Equipment (X4), Implementation Method (X5), Design 
Change (X6), Work Environment (X7) which are bigger than 0,600. Therefore, it can be 
concluded that the indicator used to measure the variables are reliable. 
 

DISCUSSION OF RESULTS 
 

Data analysis test related to the factors affecting the project implementation delay in 
Building Development Projects of Human Settlements Division of Public Works Office in East 
Kutai Regency is done descriptively with frequency distribution, which is calculating the 
percentage of average value of each question ítem to picture the achievement level of 
criteria if compared to the determined criteria. Descriptive Analysis can be explained that the 
respondents agree that the factors affecting the Project implementation delay are Human 
Resources of 44% and Design Change of 71,1%. 

From factor extraction result continued with inpreting loading factor of each item, it is 
shown that Laten Variables of Finance (XI), Equipment (X2), Workers (X3), Material (X4), 
Implementation Method (X5), Design Change (X6) and Work Environment (X7) can be 
formed by grouping manifest variables, which are summarized as follows: 

 Finance Variable (XI), is formed with manifest variable indicator consisting of: 
payment delay by contractor to the workers (X1.1), Payment delay by contractor to 
the supplier (X1.2), Payment delay by owner to the contractor (X1.3), and the 
Contractor’s Finance Capacity X1.4); 

 Equipment Variable (X2), is formed with manifest variable indicator comprising of: the 
Increase of Material Price (X2.1), the Delay of Equipment Delivery (X2.2), Bad 
material quality (X2.3) and Waste material (X2.6); 

 Human Resources Variable (X3), is formed with manifest variable indicator 
comprising of: The Lack of Workers available (X3.1), Unskilled Workers (X3.2), the 
skilled workers are limited when implementing the project (X3.3) and the Lack of 
Project Manager’s Experience (X3.4); 

 Equipment Variable (X4), is formed with manifest variable indicator comprising of: 
The Condition of Equipment Used (X4.1), The Efficiency and the Specialization of the 
Working Tools (X4.2), The Equipment Operator (expert in the field) (X4.3) and the 
Number of Equipment Used (the delay of working tool repair)(X4.4); 

 Implementation Method Variable (X5), is formed with manifest variable indicator 
comprising of: The appropriateness of the project implementation method with the 
planning (X5.1), The lack of ability in using the right method (X5.2), The project 
implementation is not in line with the specification (X5.3), and The use of equipment, 
material, and workers which are not in line (X5.4); 

 Design Change Variable (X6), is formed with manifest variable indicator comprising 
of: The design change done by owner (X6.1), The delay of change process from 
planning (X6.2), and The initial planning is not fulfilled (X6.3); 
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 Work Environment Variable (X7), is formed with manifest variable indicator 
comprising of: The frequent rain (X7.1), The condition of working site (X7.2), and The 
condition of the topography (X7.3). 

Regression Analysis is used to obtain factors affecting Time Delay and the most dominant 
factors affecting Time Delay in the data processing by using multiple linear regression 
analysis which employs some steps to find the relation between independent and dependent 
variables. Based on data processing result using SPSS.20 software, the summary is 
obtained shown in Table 6 as follows: 
 

Table 6 – Summary of Regression Analysis Result 
 

Variables Coefficient ß tcount P-value Detail 
Constants 6,625 5,035 0,000 Significant 
Finance Factor (XI) 0,019 0,450 0,655 Not significant 
Equipment Factor (X2) 0,013 0,334 0,740 Not significant 
Human Resources Factor (X3) -0,065 -1,405 0,168 Not significant 
Material Factor (X4) -0,065 -1,637 0,110 Not significant 
Implementation Method Factor (X5) -0,086 -1,998 0,050 Not significant 
Design Change Factor (X6) -0,053 -1,105 0,276 Not significant 
Work Environment Factor (X7) 0,008 0,162 0,872 Not significant 

α = 0,05 
R

2 
= 0,169 

R = 0,412 
F-count = 1,079 
F-table(0.05,7,37) = 2,270 
p-value = 0.396 
t-table (0.05,37) = 1,687 

 
Based on table 7, it is seen that not all independent variables have significant value. 

Independent variable which has significant value (affecting significantly towards Project 
Implementation Delay) is Implementation Method Factor. While, the variables which do not 
have significant value (affecting but not significantly towards Project Implementation Delay) 
are Finance, Material, Human Resources, Equipment, Design Change, and Work 
Environment. 

Strategy Analysis to Prevent Project Implementation Delay. Based on the analysis 
results of some analysis tools used, it is obtained that in Descriptive Analysis, it can be 
explained that the respondents agree that the factors affecting project implementation delay 
are Human Resources and Design Change factors. Regression analysis reveals that 
Implementation Method factor is the factor affecting significantly. Thus, it can be concluded 
the factors affecting insignificantly are Materialm Equipment, Design Change, and Work 
Environment factors. Afterwards, the factors affecting significantly the project implementation 
delay consist of Implementation Method factor which is the reduction result of manifest 
variables comprising of The appropriateness of the project implementation method with the 
planning (X5.1), The lack of ability in using the right method (X5.2), The project 
implementation is not in line with the specification (X5.3), and The use of equipment, 
material, and workers which are not in line (X5.4) 
 

Table 7 – Communality Value on Implementation Method Factor 
 

Manifest 
Variables 

Description 
Communality 

Value 
X5.1 The appropriateness of the project implementation method with the planning 0,703 
X5.2 The lack of ability in using the right method 0,647 
X5.3 The project implementation is not in line with the specification 0,297 
X5.4 The use of equipment, material, and workers which are not in line 0,339 

 
Then, strategies used towards the factors affecting significantly the project 

implementation delay will be discussed. The Implementation Method factor is the variable 
which has the highest β coefficient value. It means that the project implementation delay can 
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be influenced by Implementation Method factor. The orders of the indicators affecting mostly 
the project implementation method can be seen in Table 7. 

From table 7, it is known that the indicator of Implementation Method Factor which is 
the most dominant affecting Project Implementation Delay is respectively based on the 
highest value priority which can be seen in table 4.35 as follows: 
 

Table 8 – Strategies Based on Priority on Implementation Method Factor 
 

Manifest 
Variables 

Detail Strategies 

X5.1 

The appropriateness of 
the project 
implementation method 
with the planning 

In the implementation, it is found that the contracyor does not follow the 
implementation method so that the owner must immediately make a 
workframe of reference (KAK) and technical specifications in 
accordance with a more complete and detailed plan as well as follows 
time schedule/S curve which has been determined, so that the 
contractor can implement the project with right implementation method. 

X5.2 

The lack of ability in 
using the right method 

In the implementation, it is found that the contractor is not able to follow 
the implementation method so that the owner must immediately arrange 
workframe of reference (KAK) and technical specifications in 
accordance with a more complete and detailed plan so that the 
contractor is abe to perform the work with the right implementation 
method. 

X5.4 

The project 
implementation is not in 
line with the specification 

In the project implementation, it is found that the contractor does not 
make a good analysis in using the equipment, material, or so on. The 
strategy that can be taken is the contractor must make a good analysis 
in using equipment, material or resources so that it is on time and costly 
saved. 

X5.3 

Work implementation is 
not in accordance with 
specification 

In work implementation, it is found that the contractor does not 
implement it as in the specifications so that the strategy that can be 
taken is the owner asks the contractor to make a request of each work 
items before implementing the work so that it is in line with the 
determined specifications. 

 
CONCLUSION 

 
From the result of regression model hypothesis testing simultaneously using F test, 

then the calculation result of Fcount is smaller than Ftable (1,079 < 2,270). Therefore, p-value is 
also obtained of 0.396. If p-value compared to α = 0.05, then p-value is bigger than α = 0.05. 
From both comparisons, it is concluded that H0 is accepted in the standard of α = 0.05. Thus, 
it can be concluded that there is no a significant factor simultaneously among factors of X1, 
X2, X3, X4, X5, X6 and X7 toward the project implementation delay. 

The most dominant factor affecting the project implementation delay of building 
development in Human Settlements Division in East Kutai Regency is the Factor of 
Implementation (X5) having the regression coefficient -0,086. By using the help of SPSS, 
coefficient β value of -0,086 and p-value is smaller than α = 0.05. This testing reveals that H0 

is rejected. Thus, it can be concluded the factor of Implementation Method affects 
significantly towards the project implementation delay. 

The actions that need to be taken in order to minimize the building development project 
delay in Human Settlements Division in East Kutai Regency based on priority are: 

 When developing, it is found that the contractor does not follow the implementation 
method, a workframe of reference (KAK) and technical spesifications with more 
complete and more detailed or follow time schedule/S curve so that the contractor 
can perform the work with a right implementation method. 

 In the development, it is found that the contractor is not able to follow the 
implementation so that the owner must immediately make a workframe reference 
(KAK) and with more complete and more detailed or follow time schedule/S curve so 
that the contractor can perform the work with a right implementation method. 

 In the work development, it is found that the contractor does not make a good 
analysis in using equipment, material, or others. The strategies that can be taken are 
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the contractor must make a good analysis in using equipment, material, or others so 
that it is on time and costly saved. 

 In project implementation, it is found that the contractor does not perform a work 
which is not in line with the specifications so that the strategy that can be taken is the 
owner askes the contractor to make a request of each work items before 
implementing the project so that it is in line with the determined specification. 

 
SUGGESTIONS 

 
Based on the result of research and analysis, the suggestions given to the related 

parties (Owner, Contractor, and Supervisor Consultant) to pay attention on these things as 
follows: 

 The owner must determine the project implementation so that the project done is in 
line with what is planned and in line with the determined time. If the method is 
inappropriate, then the project will have a delay; 

 The contractor attempts to follows the appropriateness of the project implementation 
method with planning and can use the right method and the project implementation is 
in accordance with specifications; 

 The supervisor consultant must understand the working procedures and contract 
document and supervise as well as control the work based on SOP, so that the 
project; 

 Implementation is in line with quality, volume, cost, and can be done punctually. 
Evaluating the result of implementation continuously and giving report to owner 
should also be done so that every problem can be solved immediately; 

 Both Owner, contractor, and supervisor consultant must be able to use 
implementation time effectively in accomplishing the project so that extra working 
time is not occurring which causes to the delay of development project 
accomplishment; 

 It is expected that the next researchers examine the other factors besides the factors 
in this present research affecting the project delay of building development in Human 
Settlements Division of Public Works Service Office of East Kutai Regency in which 
the factor of implementation method is the most significant factor affecting delay and 
other factors are assumed as other factors. 
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ABSTRACT 
This research is conducted to determine the delay factors in time and cost in the advanced 
construction project in the Kaubun irrigation network of East Borneo, to determine the effect 
of the most dominant factor, and to determine strategies that can be used by contractors to 
deal with these factors. Data analysis methods are not used in descriptive statistical, factorial 
analysis, and path analysis research. However, questionnaires are distributed to 43 
respondents. They include the contractors, owners and supervisory consultants involved in 
the advanced construction project in the Kaubun irrigation network of East Borneo that had 
delays in time and cost target in the fiscal year of 2014. Based on research findings, 
significant factors affecting the delays in time and cost in the advanced construction project 
in the Kaubun irrigation network of East Borneo include: Human Resources factors with a 
standard β coefficient of 0.342; Material factor 0.326, Equipment factor 0.287, Work 
Environment factor 0.260; and Time Target factor 0.580. All independent variables do not 
have an indirect effect on the dependent variable (Y2) of Cost Target. The most dominant 
factor affecting the delay in time and cost target is Human Resources factor with a standard 
β coefficient of 0.342. The most dominant factor affecting the cost is the time target with a 
standard β coefficient of 0.580. A proposed strategy to regulate the delay in time and cost 
target in the advanced construction project in the Kaubun irrigation network of East Borneo is 
to recruit professional resources from outside East Borneo including Bali and Java because 
of competition and experience in demanding maximum work performance. Thus, contractors 
must prepare human resources with high skills and productivity and prepare foremen who 
have experience and are educated in the field of supervision in project implementation. 
 
KEY WORDS 
Cost, delay factor, construction project, public service. 
 

The construction project in the Kaubun irrigation area (3,600 ha) in East Kutai Regency 
began to be built in the fiscal year of 2006. It was carried out to support the mission of 
stabilizing national rice self-sufficiency, especially for local consumption needs, offsetting the 
increase in East Borneo population, supporting government efforts to improve welfare 
farmers, creating jobs, improving environmental quality, especially in rural areas, and 
alleviating poverty. With the development of the Kaubun irrigation network, it can later 
increase agricultural production, especially rice and secondary crops, turn the non-technical 
irrigation into technical irrigation networks. Thus, food self-sufficiency can be improved; 
especially, in Bumi Etam Village, Bumi Rapak Village, and Bumi Jaya Village of Kaubun 
District of East Kutai Regency in general. Therefore, the improvement in the function and 
condition of existing irrigation networks is carried out in an area of 400 ha. Three target 
constraints which include cost, quality, and time of submission have very specific correlation 
with one another. All three become balancing parameters for achieving goals and objectives 
even though they are not far from delays (Malik, 2009). Effectiveness is the level of success 
in facing obstacles to delay in achieving goals (time, cost, quality) (Azis, 2018). While 
efficiency is the success in maximizing the achievement of goals by using economical 
resources as possible (Malik, 2009). Assaf et. al., (1995) in their research entitled “Causes of 
Delay in Large Building Construction Project” stated that the causes of delay could be seen 
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in terms of material, labor, equipment, cost, changes in design, scheduling, planning and 
control, relations with relevant agencies, slow monitoring and testing procedures, 
environment, contract issues, and the absence of professional consultants and managers. 

Research Problems: 

 What factors affect the delay of contract time in the advanced construction project in 
the Kaubun irrigation network (400 Ha)? 

 What is the most dominant factor affecting the delay of contract time in the advanced 
construction project in the Kaubun irrigation network (400 Ha)? 

 What strategies should be conducted to deal with these dominant factors? 
Research Objectives: 

 To analyze factors affecting the delay of contract time in the advanced construction 
project in the Kaubun irrigation network (400 Ha); 

 To analyze the most dominant factor affecting the delay of contract time in the 
advanced construction project in the Kaubun irrigation network (400 Ha); 

 To determine strategies that should be conducted to deal with these dominant 
factors. 

 
METHODS OF RESEARCH 

 
Based on the method, this is a descriptive research that aimed to determine the factors 

affecting the delay of contract time in the advanced construction project in the Kaubun 
irrigation network of East Borneo. The data collection is conducted using the questionnaire 
method. The final objective of this research is to determine the factors affecting the delay of 
contract time in the advanced construction project in the Kaubun irrigation network of East 
Borneo and the strategies that must be conducted to deal with it. 

This research uses a survey method by collecting respondent opinions, experiences 
and attitudes regarding the problems that have been experienced in the advanced 
construction project in the Kaubun irrigation network of East Borneo by taking primary data 
through questionnaires and secondary data from related institutions (Belson, 1986; Lucas, 
1974). Based on the factors affecting the delay of contract time, it is continued by 
determining the variables to be used as the questions to be measured in the form of a 
questionnaire. 

Population and Sample. The research population is the owner, contractor and 
supervisor consultant who know the conditions and work or are directly involved in the 
advanced construction project in the Kaubun irrigation network of East Borneo in the fiscal 
year of 2014. It is 1 work package that experienced a delay in contract time and is carried out 
by: (1) Owners of 6 people consisting of Work Unit of 2 people, Commitment Making Officials 
of 2 people and Field Supervisors of 2 people, (2) Contractors of 42 people consisting of 
Head of Project of 1 person, Engineer of 2 people, Field Person of 1 person, Handymen of 
10 people, Foremen of 5 people, and Workers of 32 people. In this research, the samples 
are taken randomly using disproportionate stratified random sampling (Sugiyono, 2010; 
Csikszentmihalyi, M., & Larson, 2014). Based on the results of calculations, the total number 
of samples to be taken is 43 respondents. 

Research Variables. The research variables include the independent variables (X) 
which consists of: Human Resources (X1), Job Scheduling Methods (X2), Design Changes 
(X3), Equipment (X4), Work Environment (X5), Materials (X6) and Finance (X7) and the 
dependent variable (Y), namely the Delay of Contract Time. To obtain the data through a 
questionnaire, questions are arranged and linked to these variables with their respective 
indicators. 

Data Collection. Data collection was carried out through a questionnaire containing 
statement items relating to the factors affecting the delay of contract time in the advanced 
construction project in the Kaubun irrigation network of East Borneo. To find out the most 
dominant influential factors, the Likert scale is used with a range of 1 to 4 (strongly disagree - 
strongly agree), to avoid the middle score (doubtful) that is difficult to interpret between 
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agreeing and disagreeing. So, it is possible to get firmness from the respondents in 
answering questions from the questionnaire (Brown, 2011). The items in the research 
variable are designed with positive questions, so that number one is a very negative 
response code to respond one of the questions, while number four is a very positive 
response code to respond one of the questions. 
 

RESULTS AND DISCUSSION 
 

Strategies to Deal with the Delay in Target Time and Cost. Based on the results of path 
analysis on model 1, Human Resource Factor (X2), Material Factor (X3), Equipment Factor 
(X4), and Work Environment Factor (X7) are factors that significantly affect the Time Target 
(Y1) and the most dominant factor is Human Resources (X2). It means that the higher the 
HR value, the faster the project will be completed. Therefore, for construction project 
implementers, HR factors should get considerable attention so as to shorten project 
completion. Meanwhile, the factors that have no significant effect are Financial Factor, Work 
Implementation Method Factor (X5) and Changes in Design Factor (X6). 
 

Table 1 – Sequence of the Summary of Path Analysis Results 
 

Rank Variables Standardized Coefficient β 

1 Human Resources (X2) 0.342 

2 Material (X3) 0.326 

3 Equipment (X4) 0.287 

4 Work Environment (X7) 0.260 

5 Finance (X1) -0.222 

6 Changes in Design (X6) 0.033 

7 Implementation Method (X5) -0.009 

 
Based on path analysis on model 2 in Table 1 (4.24), Time Target (Y1), Human 

Resource Factor (X2), Material Factor (X3), Equipment Factor (X4), Changes in Design 
Factor (X6) and Work Environment Factor (X7) are the factors that significantly affect Cost 
Target (Y2) and the most dominant variable is the Time Target Variable (Y1). Therefore, for 
construction project implementers, besides paying attention to HR factors, it should also pay 
attention to the time target so that the project can be completed quickly and does not require 
a lot of money. Meanwhile, the factors that have no significant effect are Finance Factor and 
Work Implementation Method Factor. Furthermore, the factors that affect the delay in time 
and cost can be explained as follows: 

 Human Resource Factor (X2), which is the result of reduction of manifest variables 
consisting of: availability of human resources (X2.1), skills and productivity of labor 
(X2.2) and HR responsibility (X2.4); 

 Material Factor (X3), which is the result of reduction of manifest variables consisting 
of: material deficiency (X3.1), material damage and change (X3.2), late material 
delivery (X3.3), material scarcity in warehouse (X3.4) and deviations use of materials 
from specifications (X3.5); 

 Equipment Factor (X4), which is the result of reduction of manifest variables 
consisting of: delay in equipment delivery (X4.6), lack of equipment (X4.7), is 
Damage to the existing equipment (X4.8) and problem of heavy equipment in 
reaching the project site (X4.9); 

 Changes in Design Factor (X6), which is the result of reduction of manifest variables 
consisting of: frequent changes in design by the owner (X6.1), delay in the process of 
change from planning (X6.2) and failure of initial planning and changes that has been 
designed by owner > 10% (X6.3); 

 Work Environment Factor (X7), which is the result of a reduction of manifest variables 
consisting of: topographic state (X7.4), the effect of culture (X7.5), narrow working 
conditions (X7.6) and air temperature (X7.7); 
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 Target Time (Y1), which is the result of a reduction of manifest variables consisting 
of: not proportional time to the volume (Y1.1), waiting for the test results by the owner 
(Y1.2) and the setback of work implementation (Y1.3). 

Strategies Used for Human Resources Factor on Time and Cost Target: 
 

Table 2 – Sequence of Summary of Path Analysis Results 
 

Rank Variables Standardized Coefficient β 

1 Time Target (Y1) 0.580 

2 Work Environment (X7) 0.497 

3 Material (X3) 0.488 

4 Equipment (X4) 0.376 

5 Changes in Design (X6) -0.361 

6 Human Resources (X2) 0.315 

7 Implementation Method (X5) 0.251 

8 Finance (X1) -0.137 

 
Based on Table 2, the Time Target variable is the variable that has the greatest path 

coefficient. It means that the Cost Target variable is most influenced by the Time Target 
variable. A positive path coefficient indicates that the faster the time, the less the cost is 
needed. Based on Table 1 and 2 Human Resources factor is the variable that has the first 
largest standardized β coefficient value against the target time and the sixth largest 
standardized β coefficient value on the cost target. So, in this research, the delay factor in 
time and cost in the advanced construction project in the Kaubun irrigation network of East 
Borneo is human resource factor. In other words, the delay factors in time and cost in the 
advanced construction project in the Kaubun irrigation network of East Borneo is strongly 
affected by human resource factor. Then, the most influential indicators of the delay in the 
time and cost target of the human resource factor can be seen in the high communality 
values in Table 3 as follows: 
 

Table 3 – Communality Values of Human Resource Factor 
 

Manifest Variables Description Communality Values 

X2.2 Labor skills and productivity 0.612 

X2.4 Big HR responsibility 0.582 

X2.1 Availability of human resources 0.380 

 

Based on Table 3, on the human resource factor, the indicator that most affects the 
delay in time and cost target is labor skills and productivity (X2.2) with a communality value 
of 0.612. So, the strategy used is to provide human resources that have high skills and 
productivity and have responsibilities in completing work. If local resource is not available, 
then the human resources must be collected from outside East Kalimantan, for example the 
Bali or Java islands, in accordance with the competencies and experience to support the 
needs of work implementation. 

Strategies Used for Material Factor on Time and Cost Target. Based on Tables 1-2, 
Material Factor is the variable that has the second largest standardized β Coefficient value 
on the time target and the third largest standardized β Coefficient value on the cost target. It 
means that the delay in time and cost target in the advanced construction project in the 
Kaubun irrigation network of East Borneo is also significantly affected by material factor. 
Then, indicators that have the most effect on the delay in the time and cost target of material 
factor can be seen in the high communality values in Table 4 as follows: 
 

Table 4 – Communality Values of Material Factor 
 

Manifest Variables Description Communality Values 

X3.3 Late material delivery 0.653 

X3.4 Scarcity of material in warehouse 0.541 

X3.2 Material damage and changes 0.522 

X3.5 Deviations Use of materials from specifications 0.521 

X3.1 Lack of material 0.264 



RJOAS, 1(85), January 2019 

355 

Based on Table 4, from material factors, the indicator that most affects the delay in the 
time and cost target is late material delivery (X3.3) with a communality value of 0.653, then 
the strategy used is that the contractor must immediately collect the material, especially local 
and non-local materials to the project site. In addition, the contractor must take into account 
the use of materials in the field and prepare material supplies in the warehouse. Then, the 
contractor must take samples and check the quality of the materials sent to the work site. In 
addition, if it is difficult to collect the material at the work site, the contractor must collect it 
from outside the area. 

Strategies Used for Equipment Factor on Time and Cost Target. Based on Tables 1 
and 2, Equipment Factor is the variable that has the third largest standardized β coefficient 
value on the time target and the fourth largest standardized β coefficient value on the cost 
target. It means that the delay in time and cost in the advanced construction project in the 
Kaubun irrigation network of East Borneo is also affected by equipment factor. Then, the 
most influential indicator of the delay in the time and cost target based on the equipment 
factor can be seen in the high communality values in Table 5 as follows: 
 

Table 5 – Communality Values of Equipment Factor 
 

Manifest Variables Description Communality Values 

X4.7 Lack of equipment 0.680 

X4.9 Difficulty for heavy equipment in reaching the project site 0.591 

X4.6 Late equipment delivery 0.582 

X4.8 Damage to the existing equipment 0.500 

 
Based on table 5, the equipment factor that most affects the failure to achieve the time 

and cost target is the lack of equipment (X4.7) with a communality value of 0.680. Then, the 
strategy used to deal with it is that the contractor must own the necessary heavy equipment, 
bring rental equipment to meet job requirements, provide appropriate equipment (types and 
quantities) based on the conditions in the field, accelerate mobilization before the starting the 
work, prepare spare parts for equipment, prepare mechanics for maintenance and repair of 
equipment. 

Strategies Used for Changes in Design Factor on Time and Cost Target. The changes 
in design factor is a variable that has the fifth largest standardized β coefficient value on the 
cost and time target. It means that the delay in time and cost in the advanced construction 
project in the Kaubun irrigation network of East Borneo is also affected by changes in design 
factor. Then, the most influential indicator of the delay in the time and cost target based on 
the changes in design factor can be seen in the high communality values in Table 6 as 
follows: 
 

Table 6 – Communality Values of Changes in Design Factor 
 

Manifest 
Variables 

Description 
Communality 

Values 

X6.1 Frequent changes in design by the owner 0.780 

X6.2 Delay in the process of change from the planning 0.526 

X6.3 Failed initial planning and changes that have been designed by the owner > 10% 0.464 

 
Based on Table 6, from the changes in design factor, the indicator that most affects the 

delay in the time and cost target is the frequent changes in design by the owner (X6.1) with a 
communality value of 0.780. So, the strategy used to deal with it is that the contractor must 
anticipate the delay in the process of change from planning and design changes made by the 
owner. The contractor should also immediately submit a Change Order/ Review Design/ 
Addendum Contract and reschedule after the field engineering is held. 

Strategies Used for Work Environment Factor on Time and Cost Target. Based on 
Tables 1 and 2, the work environment factor is the variable that has the fourth largest 
standardized β coefficient value on the time target and the second largest standardized β 
Coefficient value on the cost target. It means that the delay in time and cost in the advanced 
construction project in the Kaubun irrigation network of East Borneo is also affected by work 
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environment factor. Then, the most influential indicator of the delay in the time and cost 
target based on the work environment factor can be seen in the high communality values in 
Table 7 as follows: 
 

Table 7 – Communality Values of Work Environment Factor 
 

Manifest Variables Description Communality Values 

X7.6 Narrow road at the project site 0.581 

X7.4 Topography 0.505 

X7.5 Cultural influences 0.415 

X7.7 Air temperature 0.309 

 
Based on Table 7, from work environment factor, the indicator that most affects the 

delay in the time and cost target is the narrow road at the project site (X7.6) with a 
communality value of 0.581. Thus, the strategy used to deal with it is that the contractor must 
adjust the type and amount of equipment with the work environment, anticipate earlier 
environmental conditions in connection with the preparation of equipment, materials and 
labor since the field engineering is carried out, add the number of workers and the number of 
working hours (overtime) at night to replace the lost working days, and use labor from 
outside the area. 

Strategies Used for Time Target Factor on Cost Target. Time target on delay in cost 
target in the advanced construction project in the Kaubun irrigation network of East Borneo is 
also affected by time target factor. Then, the most influential indicator of the delay in time 
target based on the cost target can be seen in the high communality values in Table 9 as 
follows: 
 

Table 8 – Communality Values of Time Target Factor 
 

Manifest Variables Description Communality Values 

Y1.2 Waiting for the test results by the owner 0.619 

Y1.1 Time is not proportional to volume 0.475 

Y1.2 Delay in work implementation 0.407 

 
Based on table 8, from the time target factor, the biggest indicator affecting the failure 

of the target cost is waiting for the test results by the owner (Y1.2) with a communality value 
of 0.619. Then, the strategy used to deal with it is the contractor must submit earlier the 
request for inspection of work items that have been carried out, the contractor must add 
resources (equipment, labor and materials) and must increase working hours (overtime). The 
contractor must carry out work according to a predetermined schedule (reschedule). 

Summary of the Strategies. The contractor must provide HR that has high skills and 
productivity and has responsibility in completing work. If local human resource is not 
available, then it must bring in the human resources from outside East Borneo, for example 
Bali or Java Islands in accordance with the needs of competence and experience in carrying 
out work. 

The contractor must immediately get the material, especially local and non-local 
materials to the project site, the contractor calculates the use of materials in the field and 
prepares supplies of materials in the warehouse, takes samples and checks the quality of the 
materials sent to work sites. In addition, if it is difficult to get material on the job site, the 
contractor must collect it from outside the area. 

The contractor must own heavy equipment and rent equipment to meet work 
requirements, provide appropriate equipment (types and quantities) with conditions in the 
field, accelerate mobilization before starting the work, prepare spare parts for equipment, and 
prepare mechanics for maintenance and repair of equipment. 

The contractor must adjust the type and amount of equipment with the work 
environment, anticipate earlier environmental conditions in connection with the preparation of 
equipment, materials and labor since field engineering is carried out, add the number of 
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workers and the number of working hours (overtime) at night to replace the lost workdays, 
and use labor from outside the area. 

Summary of Strategies to Deal with the Delay in Cost Target. The contractor must 
anticipate the delay in the process of change from planning and design changes made by the 
owner. The contractor should also immediately submit a Change Order/ Review Design/ 
Addendum Contract and reschedule after the field engineering is held. 

The contractor must submit earlier the request for inspection of work items that have 
been carried out, the contractor must add resources (equipment, labor and materials) and 
must increase working hours (overtime). The contractor must carry out work according to a 
predetermined schedule (reschedule). 
 

CONCLUSION 
 

The factors that significantly affect the delay in the target time in the advanced 
construction project in the Kaubun irrigation network of East Borneo (400 Ha) are HR Factor 
with the Standardized coefficient value 4.832, Material Factor of 4.333, Equipment Factor of 
3.698, and Work Environment Factor of 2,587. The most dominant factor affecting the delay 
in the target time in the advanced construction project in the Kaubun irrigation network of 
East Borneo (400 Ha) is the HR Factor with the Standardized β value of 0.342. Meanwhile, 
the most dominant factor affecting the delay in cost target in the advanced construction 
project in the Kaubun irrigation network of East Borneo (400 Ha) is the Time Target Factor 
with the Standardized β value of 0.580. 

The strategy to deal with the delay in time target is providing HR that has high skills 
and productivity and has responsibility in completing work. If local human resource is not 
available, then it must bring in the human resources from outside East Borneo, for example 
Bali or Java Islands in accordance with the needs of competence and experience in carrying 
out work. In addition, in terms of cost target, the contractor must submit earlier the request 
for inspection of work items that have been carried out, the contractor must add resources 
(equipment, labor and materials) and must increase working hours (overtime). The contractor 
must immediately get the material, especially local and non-local materials to the project site, 
calculate the use of materials in the field and prepares supplies of materials in the 
warehouse. Moreover, the contractor must own heavy equipment and rent equipment to 
meet work requirements provide appropriate equipment (types and quantities) with 
conditions in the field, accelerate mobilization before starting the work, prepare spare parts 
for equipment, and prepare mechanics for maintenance and repair of equipment. 
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ABSTRACT 
The purpose of this paper is to compare the relationship between workplace incivility, self-
efficacy, and employees' turnover intentions based on gender in Indonesian work settings. 
The mediating roles of self-efficacy on the relationships between workplace incivility and 
turnover intention were also investigated. Data were collected randomly from 300 employees 
at various companies in Jakarta via the self-assessment questionnaires and, thereafter, 
partial least square multi-group analysis (PLS-MGA) was performed to analyze the data. 
According to result, workplace incivility had significant negative effects on self-efficacy, and a 
positive effect on turnover intention. Self-efficacy had significant positive effects on turnover 
intention, and confirmed the mediating role of self-efficacy between workplace incivility-
turnover intention relationship. Coefficient analysis shows the strength of the relationship 
between variables varied by gender. Implications for organizations are discussed. 
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Throughout the last two decades, workplace incivility emerged as a significant 
construct in management literature (Rahim & Cosby, 2016). Workplace incivility is a form of 
behavior such as making condescending statements, making veiled threats, expressing 
insults in the form of words and body language, spreading gossips, ignoring co-workers' 
requests, or vice versa, which shows disrespect for others in the workplace (Holm, 
Torkelson, & Backström, 2015; Reich & Hershcovis, 2015). Starting in 1998, one study found 
that nearly half of the employees surveyed reportedly being treated at least once a week, 
and then increased dramatically in 2005 and 2011 (Porath et al., 2015). Pearson et al. (2000) 
conducted an extensive survey and found that most employees have witnessed more than 
one act of incivility at their workplace. in 2009, their survey found that 96 percent of surveyed 
employees indicated experiencing incivility, while 99 percent indicated witnessing incivility 
(Pearson & Porath, 2009). In 2011, Porath and Pearson (2012) reported that a shocking 98 
percent of their respondents experienced uncivil behavior at their workplace. Further, more 
than 60 percent of those employees admitted that the experiences diminished their 
commitment towards their organizations. 

Workplace incivility consists of discourteous interactions between employees that 
violate norms of mutual respect and unethical behaviors (Cortina, Magley, Williams, & 
Langhout, 2001; Hanrahan & Leiter, 2014). The most cited definition in the literatures from 
Andersson and Pearson’s (1999) as “low intensity behavior with ambiguous intent to harm 
the target, in violation of workplace norms for mutual respect; uncivil behaviors are 
characteristically rude and discourteous, displaying a lack of regard for others” (p. 457). 
Empirical research suggests that employees targeted with uncivil behavior show greater 
jobstress, cognitive distraction, psychological distress, as well as lower job satisfaction and 
creativity, higher turnover intentions, reduced work quality and effort (Cortina & Magley, 
2009); reduced work quality and effort (Pearson & Porath, 2009). Recently, some empirical 
studies found a positive relationship between incivility with counterproductive work behavior 
such as abuse, production deviations, sabotage, theft, and withdrawal (Bibi et al. 2013). 
Other studies report that incivility is associated with higher absenteeism, levels of anger, 
fear, and sadness at work (Porath and Pearson, 2012), job dissatisfaction, and fatigue 
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(Welbourne et al., 2015; Kim et al., 2013; Rahim and Cosby, 2016), and turnover intention 
(Rahim & Cosby, 2016; Sharma & Singh, 2016). Incivility is also directly related to 
productivity (Lewis & Melecha, 2011; Rahim and Cosby, 2016). 

Although several studies have indicated a range of negative outcomes associated with 
workplace incivility, some limitations are still found. First, few studies have examined the 
impact of incivility on personality factors, such as self-efficacy. Fida et al. (2016) found that 
occupational coping self-efficacy (ROC-CE) associated with incivility from coworkers, 
supervisors, and physician. Employees with higher ROC-CE will perceive less frequent 
workplace incivility. Self-efficacy is an individual’s ability to consider himself/herself capable 
of performing a particular task (Bandura, 1997), and can be influenced by the organizational 
environment such as perceived-organizational support (Islam and Ahmed, 2017). In line with 
this assumption, the current study examines incivility as an antecedent of self-efficacy. 
Second, very few studies about workplace incivility and turnover intentions have been 
conducted in Asian countries (Sharma & Singh, 2016). Although some previous studies have 
examined the direct effect of incivility on turnover intention (Sharma & Singh, 2016; Rahim & 
Cosby, 2015) much less is known regarding the mechanisms through which incivility 
negatively influences turnover intention. 

The primary objectives of the current study were four-fold. First, this study made an 
attempt to examine the direct effect of workplace incivility on self-efficacy, and that is 
different from previous studies that examined the effect of self-efficacy on workplace incivility 
(Fida, Lasinger & Leiter, 2016). Second, this study examined the mediating role of self-
efficacy between workplace incivility-turnover intention. This extends recent research 
studying the direct effect of incivility on turnover intention (Sharma & Singh, 2016; Rahim & 
Cosby, 2015; Reio & Trudel, 2013). Third, workplace incivility differs by gender (Welbourne 
et al. 2015; Miner & Eischeid, 2012). For this reason, the third objective of this study is to 
examine the varied relationship between workplace incivility, self-efficacy and turnover 
intention by gender. Finally, workplace incivility is an inevitable concern for every type of 
organization, irrespective of its location in the world (Sharma & Singh, 2016). While the 
incidence and impact of incivility are receiving a lot of attention in the U.S. and Europe, it is 
not much discussed and studied in Asia (Yeung & Griffin, 2008), especially in Indonesia. This 
study can provide new empirical evidence, and contribute to covering the previous research 
gap. From practical content, this study can be useful information for managers in Indonesia 
to be able to manage deviant behavior in the workplace more effectively. 
 

LITERATURE REVIEW 
 

The social capital theory is a framework for this research, where positive change 
occurs when social relations in the community are effective and work well. This effective and 
goodness contains trust, reciprocity, collaboration, and cooperation, and interaction between 
members. To succeed, employees must maintain politeness to build social capital and 
strengthen collaboration in the workplace (Kelly & McAllister, 2013). 

Workplace incivility is a form of deviant behavior. Workplace incivility can be interpreted 
as a low-intensity behavior that has no clear intention to harm, but still violates social norms 
and hurts the feelings of the targeted employees (Pearson & Porath, 1999). Incivility is also 
described as a treatment that is rude, impatient or shows a lack of respect for the dignity of 
others. As a result, employees who get treatment experience a decrease in commitment over 
time (Montgomery et al., 2004). Examples of some of these unethical behaviors include not 
saying thank you, turning eyes on co-workers' suggestions, sending SMS or sending emails 
during meetings, making derogatory comments, involve expression of hostility, privacy 
invasion, exclusionary behavior, gossiping and ignoring or insulting coworkers (Pearson & 
Porath, 2009). 

Workplace incivility and self-efficacy. Self-efficacy consists of an individual’s beliefs 
they are capable to show effective performance (Bandura, 1997). Bandura posited the one 
factors that influence self-efficacy is physiological and affective states (Kirk et al., 2011). This 
condition includes a high level of arousal or mood can affect the perception of efficiency, and 
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then can lead to higher perceived self-efficacy. In other words, organizational environments 
such as communication patterns, interactions, and perceived support are related to self-
efficacy (Islam & Ahmed, 2017). 

According to the social cognitive theory of Bandura (1997), which states that 
employees develop their beliefs by their perception. Thus, when they perceive a 
discourteous interaction that violates norms of mutual respect such as exclusionary from 
meeting and decision making, and unsupportive environment will decrease individual self-
efficacy. The target of uncivil behavior is associated with lessened well-being (Martin & Hine, 
2005), and one of the important aspects of subjective well-being is self-efficacy (Kurtessis et 
al., 2015). Similarly, Fida et al. (2016) found that occupational coping self-efficacy (ROC-CE) 
associated with incivility. Based on the theoretical and literature reviews above, we 
hypothesized that: 

H1: Workplace incivility is negatively related to self-efficacy. 
Workplace incivility, self-efficacy and turnover intention. Turnover means that left the 

current job, or the employees leaving an organization voluntarily. An employee's decision to 
leave an organization is costly for an organization, especially the inevitable economic losses 
were for replacement, selection, and training costs. Literature is clear about the importance 
of workplace incivility, as it influences turnover intention (Rahim & Cosby, 2016; Sharma & 
Singh, 2016; Cortina et al., 2013). Using undergraduate business administration students in 
the United States, Rahim and Cosby (2016) found that workplace incivility was positively 
associated with turnover intention. In different sectors, Sharma and Singh (2016) found that 
workplace incivility may lead to significant levels of turnover intention from the Indian 
restaurant industry. Cortina et al. (2013) also linked workplace incivility with turnover 
intentions among employees. Hence, on the basis of the studies above, a second hypothesis 
has been proposed: 

H2: workplace incivility is positively related to turnover intention. 
Similarly, we have assumed self-efficacy incivility acts as a significant predictor of 

turnover intentions amongst employees. Self-efficacy is a most strongly predict teachers' 
psychological well-being, physical health, and quitting intentions (Wang, Hall & Rahimi, 
2015). Fallatah et al. (2017) in their study found that self-efficacy has a relationship with 
turnover intention, and simultaneously mediates the authentic relationship of leadership - 
turnover intention. Another study conducted by Van Waeyenberg et al. (2015) found that the 
relationship between the quality of feedback - turnover intention was fully mediated by home 
nurses' self-efficacy. Based on the above literature, two hypotheses are proposed: 

H2: self-efficacy is negatively related to turnover intention. 
H3: self-efficacy mediates the relationship between workplace incivility and turnover 

intentions. 
 

METHODS OF RESEARCH 
 

Sampling Procedure. The data for the study were collected from 300 employees from 
15 companies operating in the Jakarta area. The majority of them were male (52%) and 
belonged to the 21 - 30 years age group (83%). Approximately 67% of the participants’ 
highest educational attainment was a senior high school, 15% had some college, and 18% 
reported earning a bachelor’s and master degree. Finally, most (65%) the marital status of 
participants is single (unmarried). 

Measurements. Workplace incivility. This study uses a seven-item scale developed by 
Cortina et al. (2001) to measure the extent to which employees have experienced workplace 
incivility in the past year. The items were rated on a five-point Likert scale (never = 1, 
rarely=2, sometimes=3, often=4, most of the time=5). An example item is “How often in the 
past year has incivility occurred as acting discourteously". This scale has been tested and 
has Cronbach α internal consistency of 0.87 (Chen et al., 2010); and 0.89 (Rahim & Cosby, 
2016). In the present study, the internal consistency of this scale was 0.84. 

Self-efficiency is measured through a five-item scale from Jones (1986). The sample 
item of this scale is, "My job is well within the scope of my abilities." Using the same scale 
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Islam and Ahmed (2018) yielded its Cronbach α internal consistency as 0.88. However, the 
value of internal consistency of this study was 0.87. 

Turnover intention. Three turnover intention subscale items from the Michigan 
Organizational Assessment Scale (Seashore et al., 1982) are used to measure respondents' 
turnover intentions. Sample items for the scale are, “i am actively looking for a new job,” and 
“I often think of stopping”. Responses range from 1 (strongly disagree) to 5 (strongly agree). 
The possible score range is 3 to 15. A higher score on the scale shows a higher level of 
intention to quit. This scale has been shown to have adequate reliability and validity (α = 
0.91, Karim et al., 2015). In the present study, the value of internal consistency of this study 
was 0.79. 

Statistical analysis. The first part of the analysis was designed to test the psychometric 
properties of the measures of incivility, work engagement, and turnover intention 
(measurement model). The second part of the analysis was designed to test the hypotheses 
(structural model). Partial least square structural equation modeling (PLS-SEM) with a multi-
group analysis approach is used to test the model. PLS-SEM was adopted because of its 
advantages over covariance-based modeling, non-normal data, and more appropriate where 
theory is less developed/ exploratory research (Hair et al., 2011; 2014). Data analysis was 
performed using SmartPLS 3.0 software (Ringle et al., 2012). 
 

RESULTS AND DISCUSSION 
 

Descriptive Analysis. The first analysis begins with descriptive statistics that show the 
means and standard deviations for the study variables. 
 

Table 1 – Descriptive Statistics 
 

n/n Gender N Mean Std. Deviation 

WIC 
Male 156 2.13 .77 

Female 144 1.93 .70 

SE 
Male 156 3.69 .81 

Female 144 3.73 .71 

TI 
Male 156 2.32 .98 

Female 144 2.48 1.02 
 

Note: WIC= workplace incivility, SE = self-efficacy; TI = turnover intention. 

 
Table 1 shows the mean score of workplace incivility, self-efficacy, and turnover 

intention for males group is slightly higher than females. Unexpectedly, males are perceived 
as having more high levels of efficiency than females. These data are different from previous 
studies which state that women are more likely to be targets of incivility behaviors 
(Welbourne et al. 2015; Miner & Eischeid, 2012; Cortina, 2008). 

Structural Equations Model. In this study, the measurement and model of the models 
were measured in a single step, and the presentation of the results of the recommendations 
of Chin (2010) and Hair et al. (2011; 2014). Accordingly, measurement model (outer model) 
testing was performed first, followed by the evaluation of significance among parameters 
(inner model). 

Measurement model testing (outer model). Study measures were next examined for 
internal consistency, construct validity (convergent validity and discriminate validity) as 
prescribed by Hair et al. (2014). The first stage, internal consistency was evaluated using 
Cronbach’s α coefficient and construct reliability (CR). Cronbach’s alphas as indicators 
measure reliability for fist order measurement model were above 0.70 (WI = 0.84; SE= 0.87; 
TI = 0.79). Futhermore, all composite reliability (CR) above 0.70 (WI = 0.88; SE= 0.90; TI = 
0.88), this considered satisfactory for internal consistency (Hair et al., 2011). It can be 
concluded that the measurement model has fulfilled all reliability requirements as 
recommended by Hair et al. (2014) and Chin (2010). 

Construct validity was assessed by examining convergent validity and discriminant 
validity. Convergent validity is assessed through factor loadings (λ) and average variance 



RJOAS, 1(85), January 2019 

362 

extracted (AVE). Fornel and Larcker (1981) recommended cut-off value for AVE is 0.50, and 
loading above 0.70. As shown in Table 2, all indicator loadings are significant and exceed 
0.7, and all AVE are greater than 0.50, this considered satisfactory (Hair et al., 2011). This 
result indicates that a set of indicators represents one and the same underlying construct 
(Henseler et al., 2009). 
 

Table 2 – Scale Items and Evaluation of The Measurement Model 
 

Indicator Loading std.dev p-value Cronbach’s α CR AVE 

Workplace incivility (WIC)    0.84 0.88 0.52 

WIC1 0.71 0.04 0.00    

WIC2 0.65 0.05 0.00    

WIC3 0.78 0.03 0.00    

WIC4 0.77 0.03 0.00    

WIC5 0.73 0.03 0.00    

WIC6 0.71 0.04 0.00    

WIC7 0.68 0.04 0.00    

Self-efficacy (SE)    0.87 0.90 0.64 

SE1 0.80 0.04 0.00    

SE2 0.88 0.02 0.00    

SE3 0.82 0.05 0.00    

SE4 0.71 0.07 0.00    

SE5 0.78 0.04 0.00    

Turnover intention (TI)    0.79 0.88 0.71 

TI1 0.84 0.02 0.00    

TI2 0.86 0.02 0.00    

TI3 0.82 0.03 0.00    

 
Discriminant validity examines to what extent a given construct differs from other 

constructs, and considered well when the loadings of the indicator variables on their latent 
variable is higher than the other latent variable (Hair et al., 2011). As shown in Table 3, for 
example, WIC1, WIC2 and WIC3 indicators have a greater loading factor on workplace 
incivility than other constructs. So it can be stated that a construct has more variance with its 
indicators than with other constructs. This shows that the measurement model meets 
discriminant validity. 
 

Table 3 – Discriminant Validity: Cross-Loading 
 

Indicator/Construct Incivility Self-Efficacy Turnover 

WIC1 0.71 -0.05 0.27 

WIC2 0.65 -0.13 0.25 

WIC3 0.78 -0.17 0.34 

WIC4 0.77 -0.16 0.25 

WIC5 0.73 -0.18 0.25 

WIC6 0.71 -0.23 0.22 

WIC7 0.68 -0.22 0.28 

SE1 -0.22 0.80 -0.22 

SE2 -0.29 0.88 -0.27 

SE3 -0.11 0.82 -0.13 

SE4 -0.10 0.71 -0.09 

SE5 -0.09 0.78 -0.16 

TI1 0.33 -0.23 0.84 

TI2 0.34 -0.20 0.86 

TI3 0.26 -0.19 0.82 

 
Another parameter recommended by Fornell-Larcker (in Hair et al., 2011) is comparing 

AVE with correlation between latent variables. The measurement model is stated to have 
good discriminant validity if the correlations among latent variables should be lower than the 
square of the AVE. As shown in Table 4, the square of the AVE for all latent variables was 
greater than the correlation among variables. It can thus be concluded that the scales used 
in this study have sufficient construct validity. 
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Table 4 – Discriminant Validity: Fornell-Larcker Criterion 
 

n/n Incivility Self-Efficacy Turnover 

Incivility 0.72   

Self-Efficacy -0.24 0.80  

Turnover 0.37 -0.25 0.84 

 
Note: The square root of the AVEs are italic bold. 

 
Structural model testing (Inner model). Having determined the measurement model, 

the evaluation criteria the structural model as suggested by (Hair et al., 2014). The basic 
structural model metrics of R2 and Q2 as an initial evaluation, followed by path coefficients, 
and significance will be reported. 

The R2 of dependent variables provides the amount of variance that is explained by the 
model. Chin (1998) established the following threshold values for R2: 0.67 "substantial"; 0.33 
"moderate" and 0.19 "weak" predictive value. The R2 values obtained for this model show 
that the both variables (self-efficacy and turnover intention) has a weak predictive power (R2 
= 0.05 and R2 = 0.16). Q2 indicates predictive relevance. Evaluation of the model using 
blindfolding to obtain cross-validated redundancy measures for each construct. The Q² 
values of larger than zero indicate that the exogenous constructs have predictive relevance 
for the endogenous construct (Hair et al., 2011). The results of the study show that the Q2 
value for self-efficacy is 0.03, and turnover intention is 0.11. This results indicating that 
workplace incivility is a lack of predictive relevance for self-efficacy and turnover intention. 

The next step, bootstrapping is used to assess the path coefficient significance. The 
minimum number of bootstrap samples is 5,000 as recommended by Hair et al. (2014). To 
conduct group comparisons, structural model testing multi-group analysis (PLS MGA) is 
used. Table 5 displays the p-value and confidence interval obtained for each path coefficient. 
 

Table 5 – Path Coefficient Results 
 

Path 
All Group 

N=300 
Men 

N = 156 
Women 
N = 144 

Incivility -> Self-Efficacy -0.24
** 

-0.17 -0.34
**
 

Incivility -> Turnover 0.33
**
 0.38

**
 0.34

**
 

Self-Efficacy -> Turnover -0.17
**
 -0.25

**
 -0.08 

Incivility -> Self-Efficacy -> Turnover 0.04
* 

0.04 0.03 
 

Notes: *p < 0.05; **p < 0.01, group 1=all samples, group 2=men; group 3 = women. 

 
This paper empirically tests the relationship between workplace incivility (WIC), self-

efficacy (SE), and turnover intention (TI) in the Indonesian business sector organizations. 
Specifically, this paper predicted that WIC has a direct and negative relationship with self-
efficacy (H1), WIC has a direct and positive relationship with turnover intention (H2), self-
efficacy has a direct and positive relationship with turnover intention (H3), and self-efficacy 
will mediate the relationship between WIC and turnover intention (H4). 

Table 5 presents the results of the structural model analysis. It was predicted that WIC 
would have a negative relationship with self-efficacy (coefficient = -0.24, p-value 0.00), H1 
supported. This result provides support to the first hypothesis of this study. It suggests that 
when employees perceive high-levels of incivility, such perception can decrease their level of 
self-efficacy. The link between WIC and self-efficacy is a new finding. There is some 
evidence relational occupational coping self-efficacy (ROC-CE) to incivility from coworkers, 
supervisors, and physician (Fida et al., 2016), employees with higher ROC-CE will perceive 
less frequent workplace incivility, bullying was negatively correlated with overall self-efficacy 
(Rapp et al., 2015), but we could find a studies linking WIC to self-efficacy, especially WIC as 
an antecedent of self-efficacy. 

The result of the analysis further indicates that the relationship between workplace 
incivility and self-efficacy showed significantly higher at females group (coefficient = -0.34, p-
value 0.00), as compared to the men (coefficient = -0.17, p-value 0.00). This result is not 
surprising given the gender of factors affecting self-efficacy, or the perceptions, acceptance, 
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and the impact of incivility may differ by gender. This finding is consistent with previous 
research that indicated physiological and affective states (e.g., disappointing situation, 
negative mood) can influence the perception of efficacy (Bandura, 1997). Women are more 
likely to be targets of incivility behavior in the workplace than men (Welbourne et al. 2015; 
Miner & Eischeid, 2012; Cortina, 2008). The consequence is the female are more likely to 
have higher interpersonal problems such as privacy invasion and exclusionary behavior in 
the workplace. 

Workplace incivility played an important role in predicting turnover intention. The results 
of the analyses indicate that a significant and positive relationship exists between WIC and 
turnover intention (coefficient = 0.33, p value 0.00), confirming H2. This results support 
previous evidence the positive impact of workplace incivility on employee turnover (Sharma 
& Singh, 2016; Rahim & Cosby, 2015). Sharma and Singh (2016) found a significant 
relationship between workplace incivility and turnover intentions of employees in India. 
Rahim and Cosby, (2015) found that victims of workplace incivility tended to consider 
voluntarily resigning from the company. Surprisingly, workplace incivility was more strongly 
related to turnover intention for males groups (coefficient = 0.38, p value 0.00), compared to 
female (coefficient = 0.34, p value 0.00). 

The results also found an interesting phenomenon, where the perception of workplace 
incivility in men was higher than women (see Table 1). This finding supports and has 
differences with previous findings. For example, there are differences in the acceptance of 
incivility between men and women in line with Welbourne et al. (2015); Miner and Eischeid, 
(2012); and Cortina, (2008). However, previous research stated that women are more likely 
to be victims of incivility in the workplace than men. It would safe to say that workplace 
incivility intensifies feelings of turnover intention amongst employees and when this 
perception increased, it leads to employees voluntarily considering quitting their jobs. This 
effect is generally applicable to men and women, and there is no difference in response 
turnover intention based on gender. This study suggest, both men and women who have 
experience of being victims of workplace incivility have the same tendency to leave the 
organization. These results add to this knowledge by demonstrating the positive effect of 
working in social work settings in which employees treat each other respectfully and refrain 
from uncivil behaviors in their day to day work. 

The results was also found that SE would negatively predict turnover intention 
(coefficient = -0.17, p value 0.00), H3 supported. This finding is consistent with previous 
studies (Fallatah et al., 2017; Van Waeyenberg et al., 2015; Wang et al., 2015). However, 
this relationship was not significant for womens group. The nonsignificant effect between SE 
and turnover intention for women's groups shows that the level of self-efficacy is not a factor 
that influences women to decide to resign from their jobs. This extends recent research 
studying the direct effect of SE on turnover intention (Fallatah et al., 20015; Van Waeyenberg 
et al., 2015) that gender has an important role in the relationship. 

Finally, the results suggest that WIC can reduce employee self-efficacy, which in turn 
increase turnover intention in the workplace. This relationship between WIC and turnover 
intention was partially mediated by employee self-efficacy. The significant relationship 
between the factors (WIC – self-efficacy – turnover intention) is an important finding that has 
not been empirically determined previously, particularly in the workplace incivility literature. 

Theoretical and practical implications. The study contributed to the existing knowledge 
on workplace incivility in a number of ways. First, this study made an attempt to examine the 
direct effect of workplace incivility on self-efficacy, and that is different from previous studies 
that examined the effect of self-efficacy on workplace incivility (Fida et al., 2016). Second, 
this study examined the mediating role of self-efficacy between workplace incivility-turnover 
intention. The significant relationship between the factors (workplace incivility – self-efficacy 
– turnover intention) is an important finding that has not been empirically determined 
previously, particularly in the workplace incivility literature. This extends recent research 
studying the direct effect of WIC on turnover intention (Sharma & Singh, 2016; Rahim & 
Cosby, 2015) and the effect of self-efficacy on turnover intention (Fallatah et al., 20015; Van 
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Waeyenberg et al., 2015; Wang et al., 2015). Finally, the relationship between workplace 
incivility, self-efficacy, and turnover intention was found varied by gender. 

From the findings highlighted earlier, there are some key implications for organizations 
to consider. This study suggests that managers must attend to workplace conditions for 
decrease employee turnover intention, such as workplace incivility, and circumstances that 
lead to a decrease in the self-efficacy. Our findings suggest that workplace incivility plays a 
key role in self-efficacy and employee turnover intention. This finding also confirms that all 
employees, both men, and women, have the right to be treated with respect and fairness in 
the workplace. In addition, when an organization is considered implicitly or explicitly 
tolerating disrespectful behavior, this can be a culture which will subsequently have a 
negative impact on the organization and individuals. Disrespectful actions that occur if not 
responded properly can become habits, repeat and create a hostile working environment, 
which can lead to retaliatory actions from the victim (Andersson and Pearson, 1999). Such 
situations will lead to extreme forms of counterproductive work behavior, which can lead to 
aggression or violence. 

Therefore, it is important for top management to recognize the existence of 
impoliteness in the workplace and stop it as early as possible. For example, to encourage a 
work environment that prioritizes mutual respect, organizations must encourage a cultural 
value that changes and prohibits all forms of disrespectful behavior among employees, and 
between leaders and subordinates. At the level manager or supervisor it is recommended to 
regularly attend communication and leadership training to improve their communication skills 
to interact with employees. 

Limitations and future directions. There are a number of limitations in this study. First, 
the data of this study were collected from business sector organizations in Indonesia using 
convenience sampling, which could limitize the generalizability of the study. Therefore, it is 
suggested to the future researcher to replicate the study in various sectors using random 
sampling, as employees perceptions vary in different cultures (Islam and Ahmed, 2018). 
Second, the majority of respondents in this study consisted of employees who were young 
(less than 30 years old), and single (unmarried), so they may not represent values and 
perceptions for senior employees (over 35 years). Future research is recommended to use 
more varied samples by adding a percentage of employees over 35 years old, other 
demographic factors, such as education level and tenure etc., could also affect the 
prevalence of incivility in workplaces and hence such factors also need to be considered. 
Finally, the cross-sectional nature of the original study precludes strong claims of causal 
effects. The study should be replicated using more representative sample to further validate 
the model. A longitudinal study to examine changes over time would be valuable to test the 
causality. 
 

CONCLUSION 
 

The issue of workplace incivility has been a scarcity in Asia, especially in Indonesia. 
The current study is thus a significant attempt to examine the relationship of this issue with 
self-efficacy and turnover intention on the Indonesian business sector. In other words, a high 
level of workplace incivility will reduce self-efficacy and increase employee intention to leave. 
Nevertheless, the findings suggest that the negative effect of workplace incivility on self-
efficacy was only significant in all samples and groups of women, not for men. However, for 
turnover intention, the effect of workplace incivility was found to be higher for males group. 
Self-efficacy can reduce turnover intention, and at the same time act as a mediator of 
workplace incivility - turnover intention relationships. Comparison between groups showed 
that the effect of self-efficacy on turnover intention was higher in the males group. Finally, 
workplace incivility is an inevitable concern for every type of organization, irrespective of its 
location in the world. This study should recommend to concerned practitioners and 
researchers that they ought to take time as well as actions to inhibit incivility. Every effort 
must be made by management to create work conditions that prevent workplace incivility 
before it disturbs both employee and organizational effectiveness. 
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ABSTRACT 
The background of this study is the phenomenon known as the diminishing of the world CPO 
prices, analysing other external factors such as Indonesia’s macroeconomy, interest rate, 
exchange rate towards dollars, inflation rate and capital structure of the palm oil subsector. It 
implements the Panel Data Regression analysis with the Fixed Effect Model to determine the 
external and internal factors of ROE in the palm oil subsector. The estimated doubled linear 
regression would result on the positive significance of the world CPO prices towards the 
ROE, the negative signifiance of the inflation rate towards the ROE, the positive significance 
of Growth towards the ROE, and the negative significance of Size towards the ROE. 
 
KEY WORDS 
World CPO price, macroeconomics, capital structure, oil palm, return on equity, return on 
assets. 
 

Agriculture is the primary sector in Indonesia. In 2016, it contributed 13.47 percent of 
the GDP in total dari total keseluruhan sektor menurut lapangan usaha, with plantation as 
one of the subsector of agriculture contributed 3.45 percent of the GDP (Central Bureau of 
Statistics, 2016). Palm oil gained the first rank in the prime plantation commodity. The 
commodity contributed in Indonesia’s economy through exports, the diminishing of poverty 
and employment. The main product of this commodity is crude palm oil (CPO), the main 
ingredient for an alternative energy to replace fossil fuels, the biodiesel. Furthermore, CPO is 
also used to produce other daily utilities. The data from the Directorat General of Plantation 
showed that the production of palm oil has increased annually, followed by the increasing 
volume of palm oil exports from 2012 to 2015, but it was not followed up by the annually 
fluctuative USD export values. 
 

 
 

Figure 1 – Productions (blue), Exports (red) and Values of Palm Oil (green) in 2012-2016 
(Source: Directorat General of Plantation of 2016, Processed) 

 
There was a phenomenon in 2015, where the CPO commidity price experienced its 

lowest rank for the last five years. Executive Director of Gapki, Fadhil Hasan stated that 
“There were several speculations on reason for price hard to increase, which was the fall of 
the world crude oil price, which currently reach the total of USD30 / barrell" (Business, 
January 20, 2016). In 2012, the world CPO prices were around 1.061 USD per metric ton 
and decreased into 566 USD per metric ton in early 2016, or an average diminishing of 9,3% 
per year. It indicated the diminishing marginal profit of CPO, which was indicated on affecting 
the profitabilities of palm oil companies. Another external factor which could affect the 
companies’ financial performances was Indonesia’s macroeconomy, such as exchange rate, 
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total of debts had a significant realtion with the ROA, whereas the ROE had a significant 
relation to all the indicators of the capital structure. 
 

METHODS OF RESEARCH 
 

This quantitative research described facts or phenomenons statistically and featured 
the relations between such facts using mathematic models. The variables of this research 
consisted of the exchange rate of rupiah, interest rates (SBI), inflation from Bank Indonesia, 
and long debt to total asset, total debt to total asset, size, growth and sales growth obtained 
from the companies’ financial reports. There were seven selected companies emittances of 
the palm oil subsector. It also implemented the descriptive approach that provided the 
conditions of those palm oil companies from 2012 to 2017. The economometric approach 
was also applied to analyse the influences of the world CPO prices, the macroeconomy and 
the capital structure towards the palm oil companies listed on BEI from 2012 to 2017. The 
research implemented the the panel regression data. 
Panel Data Regression Method. The panel data regression model is a data which combines 
the cross section data and the time series data. Here is the design model. 
 

�����= �� + �������  +  ������� +  ������� +  ������� +  ������� +  ������ +   ������ +   �������� +   ������ 

 
��; �� ; ��; �� ; ��> 0 �� ; �� ��; �� < 0 

 
Where: ROE = Return on Equity; i = Company order; t = Times series; CPO = World CPO 
Price; IDR = Exchange Rate; SBI = Interest Rate; LDA = Long Term Debt to total Asset; 
DA = Total Debt to Total Asset; GR = Growth; SIZE = Size; SG = Sales Growth. 
 

RESULTS AND DISCUSSION 
 

We Chose pf the fixed Effect Model after conduct all the procedures to select the best 
model for panel data regression. We exclude random test and hausman test from the 
procedure because the number of variablesis greater than the number of companies used as 
a sample. Therefore we only use chow test in research method. The result of the chow test is 
shown in table 1. Based on table 1, we select the fixed effect model. The result ofmultiple 
linear regression had met the normality, multicolinierity heteroscedacity and autocorrelation 
rates. 
 

Table 1 – Chow Test 
 

Effects Test Statistic Prob. 
Cross-section F 5.290725 0.0001 

Cross-section Chi-square 31.946635 0.0000 

 
Table 2 – Analysis of the Effects of the World CPO Prices, Macroeconomy and Capital Structure 

on Return on Equity 
 

Variable Coefficiency Prob 
CPO 5.984738 0.0000* 
IDR 1.499222 0.1656 
SBI 32.63468 0.1441 
INF -27.61812 0.0122* 
LDA -0.051325 0.9729 
DA -4.951325 0.0232* 
GR 1.268818 0.0742** 
SG -0.262987 0.3983 
SZ -0.824826 0.0059* 
C --36.43514 0.0202 

R-Square 0.658377 
Prob (F-Statistics) 0.000000 
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of the regression model showed that independen
 and 10 percent, are world CPO prices (CPO), 
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return on equity of palm oil companies. 
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 return on equity to 0.7836. The results did not
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effects of size to the ROE. Based on the size 
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small total assets did not necessarily obtain smaller
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quantities and minimizing production costs. 

Dupont Analysis on Palm Oil Companies, 2012 – 2017

The Dupont Analysis on the picture above had a low average of asset turn over 
used to measure the efficiency of company assets for producing sales, 
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company assets, while other six companies were less efficient to manage their assets 
properly. However, on average rat, the palm oil companies gained a high profit from its profit 
margin, making it one of the companies included in the high margin industries. 
 

MANAGERIAL IMPLICATIONS 
 

The Company’s Managerial Implications. The managerial implication for the 
companies’ management was paying attention to world CPO price movements to predict 
sentiments that could affect CPO oil prices, such as country policies on imports, world trade 
policies regarding CPO demands, and monitored competitions from soybean oil and 
represed companies. Management could also pay attention to the condition of high inflation 
rates that could increase the company's raw material costs and reduce profitabilities, by 
minimizing operational efficiencies and more conservative capital structures. The result of the 
research would be a suggestion for companies to supervise the use of debts and manage 
the assets efficiently, since the companies did not optimise the use of their debts to improve 
the companies’ performences or profits. 

Investors. For the investors, this research could become a reference to a fundemental 
research in the palm oil sector. Investors could pay attention to the influence of the company 
external factors, such as the world CPO prices, meaning if there was a sentiment on the 
increase of the prices, the analysis should be used as a reference to invest, as it would affect 
the profitabilities of ROE for the companies. In addition, investors could also check the 
economic conditions before investing. For example, when the inflation rate was high, it would 
reduce the ROE, so it was advisable to delay their investments on the palm oil sector. 
Investors also needed to pay attention to the working capital structure of the company, 
before deciding on an investment in the palm oil industry, as companies with large debt 
levels would affect the level of profitabilities. Therefore, the research would be beneficial to 
the companies with rising asset growths, that would oftenly increase the companies’ 
profitabilities. 

Government. The government could pay attention to the sentiments on the influence of 
the world CPO oil prices, as a reference for oil palm companies in selling their products. So 
far, the Indonesian CPO industry was oriented to foreign price exchanges such as Rotterdam 
and Malaysia, which made it not being monitored by the government. Therefore, the 
government required its own reference to price index in determining the selling prices of 
CPO. This was intended to increase the bargaining power of domestic CPO industry players 
at both regional and global marketing levels, and the government could have a more credible 
reference prices and help control the commodity prices. 
 

CONCLUSION AND SUGGESTIONS 
 

The results of panel data regression analysis in this study showed that the independent 
external from variables consisting of world CPO prices, the Inflation Rate had an effect on 
the ROE. Companies must be able to predict sentiments that affected the world CPO prices, 
such as policies from importing countries and competition from vegetable oil producers. The 
inflation rate and exchange rate must also be considered to undertake the right policies to 
manage the companies’ operations. 

The internal factors in this study that affected the ROE were debt to total assets, 
growth and sizeThe company's internal factors in debt-level decision makings were 
measured by the ratio of debt to total assets, therefore the company must consider the 
benefits (tax shield) with its costs (interest expenses, provisions, and other costs related to 
loans). If a company made loans excessively until exceeded this limit, it would decrease the 
profitabilities. Companies also needed to manage theair assets because it would increase 
profitabilities, but large assets did not necessarily guarantee it because in the perspective of 
the palm oil industry, it could not properly manage the emerging trade-offs between the cost 
of debt and the profits generated from the debt, causing a decrease in the companies’ 
profitabilities. 
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The R-square study produced only 65 percent for the independent variables on ROE. 
Meanwhile, the sis was explained by other variables. The suggestion was that this study 
could be used as a reference for conducting researches in other sectors or by adding 
measurements to independent variables, especially from internal companies. Given that the 
influence of the world CPO prices, that greatly affected the ROE of oil palm companies, the 
research was also recommended to predict the impact of palm oil export policies to the 
European Union, in which the operations will be creduce by 2020 for oil palm companies in 
Indonesia. 
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ABSTRACT 
The objectives of this research are: 1) to provide an overview of the analysis of forensic 
engineering in bridge structures, 2) to obtain an overview of the application of forensic 
engineering in Indonesia. Analysis of forensic engineering in building structures in Indonesia 
goes through se veral stages. It starts from the preparatory work, then continues with the 
process of identifying data needs, identifying problems, and preparing literature studies. If the 
data is sufficient, then it will be proceeded to the data analysis and discussion process. 
Based on the research findings, the main cause of the collapse of the Mahakam II Bridge in 
Tenggarong was the construction failure of the vertical hanging cable (clamp and saddle) 
connecting the main cable. However, there are a number of other possibilities that cause 
damage to the connecting device which includes: 1) poor maintenance, 2) fatigue in the 
construction material of cable hangers, 3) the quality of construction materials for the cable of 
connecting device, 4) procedural errors in maintenance, 5) the possibility of civil engineering 
rules deviations in planning, and 6) design errors in determining the type of material/ material 
of connecting device. Commonly, building damage is caused by several factors including: 1) 
low quality of materials, 2) planning errors, 3) implementation process errors, and 4) poor 
supervision. 
 
KEY WORDS 
Analysis, forensic engineering, building structure, bridge. 
 

In building the infrastructure, the government aims to improve the economy of regions 
throughout the archipelago. The infrastructure is in the form of roads, bridges, and other 
supporting facilities. In supporting the central government’s program, the Government of 
Kutai Kartanegara Regency also has an important role. That was proven by the construction 
of the Mahakam II Kutai Kartanegara Bridge that connects Samarinda City with Kutai 
Kartanegara Regency. However, after standing firmly for 10 years, the public was shocked 
by the collapse of the Mahakam II Kutai Kartanegara Bridge that connected Samarinda and 
Tenggarong in East Borneo. The bridge, which was built in 1995 and started operating in 
2001, collapsed causing casualties, injuries, and not a few material losses. The collapse 
occurred on November 26, 2011, around 3:00 p.m. In this case, the cause of the collapse 
cannot be revealed in an instant, because it requires further research and examination. 
However, the forensic investigation team has been working to find the cause of the collapse. 
The cause is still being investigated by competent experts. It is not easy to find the cause of 
the collapse of the bridge structure. 

However, not all causes of damage to buildings and infrastructure are due to nature. 
There are also causes resulted by construction and technical failures during project 
implementation. Construction failure is a technical and non-technical failure. This failure can 
be caused by failure in the process of procurement of goods or services and also failure 
during the construction process. Failure of construction work is the condition when the results 
of construction work is not in accordance with the specifications of the work as agreed in the 
construction work contract either partially or wholly as a result of errors in service users or 
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providers. (Government Regulation 29/2000 article 31 concerning Organizing Construction 
Services). 

Obtaining the causes of construction failure is not easy. The source of failure itself is 
often an accumulation of various factors. Wiyana (2016) stated that “construction defects” in 
America were caused by human factors (54%), design (17%), maintenance (15%), material 
(12%), and unexpected things (2%). Vickynason (2003) stated that 80% of total projects risk 
in construction is caused by human factors. Meanwhile, Carper (1989) stated that the 
potential causes of construction failure in general are site selection and site development 
errors, programing deficiencies, construction errors, material deficiencies and operational 
errors. 

Factors that affect project failure are the allocated construction costs, quality of work 
implementation, and implementation time. Construction failures in buildings occur in the 
failure of structural elements with an average deviation of 4.36% from the contract value, roof 
elements 2.53%, foundation 0.15%, utilities 0.12% and finishing 0.07% (Wahyono et. al., 
2011). The success of the construction project depends on the role of the supervisor. The 
model of the internal supervisor (contractor) and external supervisor (supervisor consultant) 
have a significant effect on the quality of the project. Thus, compliance with the supervisory 
professional code of ethics is required to strengthen the supervisory function, which is 
contained in the Certificate of Expertise Decree. Internal factors of supervision (contractors) 
affect the quality and external supervision (supervisory consultant). Meanwhile, the quality 
factor is very dependent on external supervision. 

Particularly, when a professional engineer testifies as an expert witness before the 
court for an engineering problem that is closely related to his expertise concerning the 
interests of the public, the engineer is currently serving as a forensic engineer (Mitchell, 
2004). On that occasion, a forensic engineer must be able to explain the problem objectively, 
logically, factually, neutrally, unbiasedly and use language that is easily understood by 
laymen on how to conduct investigations to obtain findings of evaluation and analysis 
techniques, evaluation/ analysis results, conclusions, opinions and recommendations. In this 
condition, those various parties include court institutions, police, local government authorities 
related to building permits, insurance, building owners, planner/ supervisor consultants, and 
contractors that involved in the construction implementation (Hobbs & Kebir, 2007). 
Research Problems: 

 How is the analysis of forensic engineering in the structure of the Mahakam II Kutai 
Kartanegara Bridge? 

 How is the application of the analysis of forensic engineering to building structures in 
Indonesia? 

Research Objectives: 
 Provide an overview of the analysis of forensic engineering on the structure of the 

Mahakam II Kutai Kartanegara Bridge; 
 Obtain an overview of the application of forensic engineering in Indonesia. 

 
METHODS OF RESEARCH 

 
This research was carried out at the Public Works Agency, Kutai Kartanegara 

Regency, East Borneo Province because the supporting data of the research were closely 
related to this agency. In addition, the results of the investigation into the collapse of the 
Mahakam II Kutai Kartanegara Bridge were recorded in this agency. 

The supporting data for this case study is broadly taken from secondary data. The data 
were obtained from other parties or related agencies. In other words, this research uses the 
existing data, i.e. the results of forensic engineering from the Government of Kutai 
Kartanegara Regency; in this case the Public Works Agency. 

Analysis of forensic engineering in building structures in Indonesia goes through 
several stages. It starts from the preparatory work, and then continues with the process of 
identifying data needs, identifying problems, and preparing literature studies. If the data is 
sufficient, then it will be proceeded to the data analysis and discussion process. Analysis and 
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discussion of the data go through manual processing methods. The results of the above 
analysis produce several settlements/ solutions that can be used to overcome the problems. 
Then, then conclusions can be taken and the best method for resolution can be chosen. 

Basically, the process of building a skyscraper, starting from the design stage to the 
implementation stage, requires careful planning and time. That includes very complex 
structural calculations, the number of strict rules starting from calculating the strength of 
foundation support, calculating the size and composition of column beam structures, building 
resilience to static loads, dynamic loads and estimated earthquake loads that might be faced 
by these buildings. 

In the past, building experts designed earthquake-resistant buildings by planning the 
main structure (beam-column) that is so rigid and strong, in order not to crack during an 
earthquake. This is implemented by designing column structures and beams with large 
dimensions and with tight steel reinforcement. That of course will require a much greater and 
expensive cost. Related to the possibility of the magnitude of the earthquake inertia forces 
acting at the center of the building mass, construction experts argue that it is not economical 
to plan general structures that are too strong and rigid. So, elasticity is also needed when a 
strong earthquake is struck. 

The Indonesian Government, in “Guidelines for Planning Earthquake Resilience for 
Houses and Buildings. SKBI 1.3.53. Department of Public Works 1987”, establishes a plan 
for seismic load levels that ensures a structure is not damaged due to small or medium 
earthquakes. However, when it is hit by a strong earthquake, which is rare, the structure can 
behave ductile by distributing earthquake energy and simultaneously limiting the earthquake 
load that enters the structure. 

When a strong earthquake hits, structures that are planned to behave in an elastic 
manner must be able to carry the earthquake load. This is obtained by planning the formation 
of plastic joints at beam and column meetings (Johnson, 2011). In planning earthquake 
resistant buildings, the formation of joints, that are capable of dispersing earthquake energy 
and limiting the magnitude of the earthquake load that enters the structure, must be 
controlled in such a way that the structure behaves satisfactorily and does not collapse 
during a strong earthquake (Ghobarah & Said, 2002). 

Control of the formation of plastic joints, at predetermined locations, can be carried out 
with certainty; regardless of the strength and characteristics of the earthquake. This planning 
philosophy is known as the design capacity concept. One example of the application of the 
design capacity concept lies in the industrial world which aims to ensure human security and 
other infrastructure around it. In car design, for example, there is a “steel safety cage” 
system. It is a steel frame system around the “body” that is specifically designed to protect 
passengers and drivers from front and rear collisions. In this case, the variety of damage has 
been determined in advance by making the “body” or the center of the car stronger than the 
front and rear (Bernquist, 2004). With the same concept, to deal with strong earthquakes that 
may occur in a certain period of time (for example 200 years), the collapse mechanism of a 
portal for reinforced concrete frames is chosen in such a way so that the distribution of 
earthquake energy is satisfactory. 

Principally, by using the capacity design concept, the main elements of earthquake 
resistance can be chosen so that the columns are stronger than the portal beams (strong 
column-weak beam). Thus, the building is able to distribute earthquake energy with 
considerable inelastic deformation without collapsing. In addition, the mechanism of the 
building that has been selected can be maintained during a strong earthquake. Earthquake-
resistant building design is a building plan that adds an earthquake load plan to the 
calculation of the load to be received by the structure in addition to normal, vertical and wind 
loads. 

Earthquake load, basically, is dynamic with uneven amplitude. The simplification of the 
dynamic earthquake load is carried out by recording the history of earthquakes that have 
occurred in an area where the location of the building will be built and simplifying it into a 
static equivalent load that will be received at each joint meeting of columns and beams which 



RJOAS, 1(85), January 2019 

378 

cause deviation (y) and moment. Then, the planned structure must be able to withstand the 
working loads as modeling earthquake loads (Sezen et al., 2003). 

Structural errors caused by human error or natural factors. The damage has varying 
degrees including minor damage to severe damage that has the potential to cause collapse. 
Actually, these structural errors can be prevented or minimized so that the impact is not too 
large. Even so, basically, there are several types of structural errors that cannot be handled 
by contractors. Several causes of structural errors can be detected after a thorough 
investigation of the entire building. Factors causing structural damage to buildings include the 
following description, (Ellingwood & Dusenberry, 2005). 

One of the most frequent causes of structural failure in buildings is poor building 
design. For instance, technicians or designers make computational errors or calculations 
during the building design process. In addition, that may occur due to the inaccurate data, 
poor material selection, or neglection of the factors that can affect the pressure on the 
building. Errors involving this calculation are the responsibility of the technician, especially 
the civil technician because they are the ones responsible for making the blueprint and 
design plan for a building. 

A building is designed to withstand certain conditions; depending on the function and 
environment around it. When these conditions exceed the limit, it can cause structural errors. 
For example, a roof of a building has been designed to hold moderate intensity rainwater. 
When heavy rains occur, the roof will automatically be quite difficult to hold the load. 
Moreover, if the roof is not equipped with an appropriate drainage system, a lot of water will 
pile up on the roof which gives an additional load on the roof. It will get worse if ash falls 
occur. Ash heaps, sand and rock materials have the potential to cause the roof to be unable 
to withstand the load and eventually collapse. 

Buildings located in disaster-prone areas, such as landslides, tornado or volcanic ash, 
should have a more solid building structure and roof structure. A solid building structure will 
be able to prevent or at least reduce the impact of building damage when these disasters 
suddenly occur. 

Commonly, construction defects occur when the contractor uses wrong or incorrect 
material in the construction of a house or building. Usually, the foreman or building inspector 
will immediately know this error so that it can be repaired immediately before the construction 
process is completely finished. However, if the building inspector is negligent in monitoring 
this matter, new construction defects will be found out after the construction is almost 
complete. The impact of this construction defect is bad welds, sand that still contains too 
much salt to be made into concrete, bad riveting and inferior steel. 

A well-designed building structure in an unstable foundation condition can cause 
construction errors. One example of a building with a bad foundation and causing a fatal 
error is the Pisa Tower in Italy. A bad foundation causes the building to lean a few degrees 
because the ground below it moves. Displacement changes the pressure distribution in a 
building, so the construction and design of a building changes from the original plan, and is 
no longer feasible to function because it can collapse at any time. 

The condition of Indonesia, as an archipelago country, certainly has a lot of building 
structures and bridges located in coastal areas that are in a fairly aggressive environment. 
Aggressive in this case refers to the coastal environment has a high chloride content in air 
and water that can corrode. Although most of these coastal structures, especially bridges, 
are made of reinforced concrete, they can be affected by corrosion. Moreover, if the 
manufacturing process has a low-quality work, the concrete will not be solid or porous and 
have thick blankets that are less than the requirements. 

Corrosion in ordinary reinforced concrete or passive reinforced concrete has more 
impact on the decline in service structure (serviceability) in the form of cracks, spalling, loss 
of attachment, or staining. If no repairs are made, the reduced dimensions of reinforcing steel 
will cause reduced structural strength. That can lead to overall structural failure. Meanwhile, 
in the full prestressed concrete structure, which is a concrete structure with active 
reinforcement, the corrosion effect on prestressed steel is more risky than ordinary reinforced 
concrete. Corrosion in prestressed concrete can cause direct structural failure if the stress on 
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meters. It began construction since August 17,
location of the Mahakam II Kutai Kartanegara Bridge

 

 

 of Mahakam II Bridge, Tenggarong (Google Earth,

overview of the main components of Mahakam II
 seen in the following picture: 

Components of Mahakam II Kutai Kartanegara Bridge 

used as a stiffening girder which also carries 
generally in the form of a steel space truss which

with a girder that crosses a 5-meter sphere 
bridge frame is given a camber which changes

 3.8 meters in the middle of the span. 
survey found a type of structural component in

hanging bridge frame directly to pilons (not through
This structural component is called a tower

strap are large enough so that the stiffness is also
pedestal nature of the tower strap is a roller in 

joint at a larger junction. In the vertical direction
due to the tower strap, while the lateral direction

addition, the diameter of 
steel (passive) can 

same corrosion rate. 
reviews in depth one case 

 II Bridge located in 
Mahakam II Bridge is one 

 following specifics: 
space of 15 meters with 

17, 1995 and was 
Bridge can be clearly 

 

Earth, 2016) 

II Kutai Kartanegara 

 

 in Tenggarong 

 directly the floor of 
which consists of plane 

 at the bottom, and 
changes slowly from zero 

in the form of a pull 
through suspension 

tower strap (TS). The 
also greater than a 
 a small deviation; 

direction the movement of 
direction is restrained by 



It is not experienced by
band is commonly used on suspension
and suspension cable. At the 
as they are commonly used.
components are still referred
Figure 4. 
 

 

Figure 3 – Tower Strap

Figure 4 –

 
At the Kutai Kartanegara

is done through clamps. Generally,
the arm is connected to a band
Meanwhile at the bottom, a pair
the hanger is based; which is
made of FCD 60 cast iron (Ferro
strength fu = 600 MPa, and 
melting fy = 555 MPa and tensile
hanger has shown satisfactory
very few hangers that are found
hangers. The hanger is made
diameter is 63 mm. The screw
to the bridge frame bracket. 
between hangers. 
 

 

Figure
 

Based on the forensic results
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by all remaining points that are attached to 
suspension bridges as a connecting component
 Kutai Kartanegara Bridge, the components are

used. However, to facilitate the discussion in
referred to as cable bands. The cable bands component

Strap as a Binder for Direct Bridge Frame in Steel
 

 
– Cable Bands of the Kutai Kartanegara Bridge 

Kartanegara Bridge, the connection between the hanger
Generally, this clamp consists of a pair of arms.

band through an arch that protrudes on both 
pair of clamping arms is connected by an arch.
is right in the middle of the arch. The clamping

(Ferro Casting Ductile), with strong melting fy 
 3% spreading. Hanger is made of steel material

tensile strength fu = 700 MPa. Field observations
satisfactory performance; as in the case of suspension

found broken in brittle mode, even though there
made of round steel rod with screw on the outside;
screw is used as a means of connecting the hanger

 In certain parts there is a coupler as a means

Figure 5 – Clamp and Hanger Used on the Bridge 

results above, the provisional estimates are as

 the hanger. Cable 
component between hanger 

are not cable bands 
 this paper, these 

component is shown in 

 

Steel Pilon 

hanger and cable bands 
arms. The upper part of 

 sides of the band. 
arch. The arch is where 

clamping arm material is 
 = 370 MPa, tensile 
material with strong 

observations show that all 
suspension cables. There are 

there are many crooked 
outside; hanger stem 

hanger to the clamp or 
means of connecting 

 

as follows: 
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Horizontal force components derived from suspension cables that must be carried by 
anchor blocks are around 1,700 - 2,200 tons per end of suspension cable or a total of 3,400 - 
4,400 tons per anchor block. 

Meanwhile, the anchor block supported by 80 pile foundations is estimated to have the 
ultimate lateral support of 80´25 tons per pole, or a total of around 2,000 tons. The anchor 
block foundation on the Tenggarong side is designed as 24 meters (friction pile) deep, while 
the Samarinda side is set up to the final set of 25mm per 10 punch (end bearing pile). It 
indicates that the carrying capacity of the Tenggarong side anchor block foundation is 
weaker than the Samarinda side. 

Due to lack of carrying capacity, 3,400 - 4,400 tons vs. 2,000 tons, the failure of the 
anchor block foundation occurs; especially on the Tenggarong side which caused the 
Tenggarong side anchor block to shift towards the Samarinda side. The shift stopped after 
the Samarinda side expansion joint 152 mm closed tightly. As a result of this 15 cm shift, 
decambering has occurred in the main span of about 20 cm. The worse situation is that the 
remaining force of about 1,400 - 2,200 tons starts moving gradually from the anchor block to 
the bridge frame. The bridge frame has turned function into a press bar and will never be 
able to carry this extra style. It is only a matter of time when the Kutai Kartanegara Bridge will 
collapse, in which the foundation failure has become one of the main causes of the collapse. 

The presence of a tower strap on both pilons has ‘locked’ the vertical frame of the 
bridge. Tower strap is the cause of stiffness discontinuity, which causes the emergence of 
primary and secondary moments in the pilon area. The decambering movement of about 20 
cm due to shifting of anchor blocks and an additional about 40 cm due to the work of a total 
load of about 60 cm in the main span was not successfully distributed smoothly throughout 
the landscape due to the ‘lock’ effect in the Pilon area and the presence of a tower strap. 
This results in the growth of an additional tensile force in the upper stem, an additional 
tensile/ compressive force on the diagonal rod, and an additional compressive force on the 
rootstock in the pilon area, and triggers local instability resulting from breaking of the pulling 
bolts, failure to pull/ press diagonal rod, or bend on the press rod. The local instability is 
expected to occur in structural components in the Tenggarong side pilon area downstream 
between the tower strap and the first interior hanger. The local instability propagates 
progressively and becomes a global instability which has caused catastrophic failure. The 
existence of a tower strap has been the main cause of the collapse of the Kutai Kartanegara 
Bridge. 

Another cause of the collapse is the occurrence of slip on some cable bands before the 
incident. The slipped cable bands are observed at a location near the pilon. The vertical 
component of the slip has a decambering effect that is quite destructive because it is near 
the Pilon where the decambering effect cannot be distributed smoothly in the area due to the 
presence of a tower strap. The decambering effect on the Pilon area has contributed to local 
instability and the derivative effects as previously stated. 

Simulation of the Collapse of the Mahakam II Kutai Kartanegara Bridge. The bridge 
collapse simulation is carried out on two different bridge frame material conditions. The first 
simulation uses actual bridge frame material and results in failure in both non-shifting and 
shifting conditions. The second simulation uses bridge frame material that has been 
strengthened so that there is no failure of the structure in non-shifting conditions. Further 
simulations are carried out to see the effect of the tower strap. 

In the first and second scenarios, the bridge frame is not able to carry workloads with 
or without shifting. It tuns out due to the presence of a tower strap used on the bridge frame 
to hang it directly onto the pilon. Even if bridge frame resistance is strengthened to prevent 
collapse in a non-shifting condition (scenario 3), collapse still occurs when the anchor block 
shift occurs (scenario 4). It shows that the shift of anchor blocks has a negative impact on the 
overall bridge frame performance. If the tower strap is removed and there is no shift in the 
anchor block, there will be no failure (scenario 5). In this situation, if the anchor block shift 
occurs, it will only find a partial failure in the form of a failure of one top stem in the middle of 
the main span (scenario 6). 
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Table 1 – Comparison of the Maximum Internal Force for the Critical Structure Component 
toward the Resistance on the Diagonal Rod 

 

Scenario 
Maximum Internal Force Resistance 

Description Press Pull Press Pull 
MN MN MN MN 

1. W/O C, W/TS -2.08E+00 2.37E+00   NG 
2. W/C, W/TS -2.44E+00 2.58E+00   NG 

3. W/C, W/TS, W/S -2.44E+00 2.57E+00 -1.49 3.03 NG 
4. W/O C, W/O TS -1.17E+00 1.05E+00   OK 
5. W/C, W/O TS -1.73E+00 1.58E+00   NG 

 
Table 2 – Comparison of the Maximum In-Force for the Critical Structure Component 

toward the Resistance on the Up/Down Rod 
 

Scenario 
Maximum Internal Force Resistance 

Description Press Pull Press Pull 
MN MN MN MN 

1. W/O C, W/TS -1.00E+01 1.03E+01   NG 
2. W/C, W/TS -1.56E+01 - 1.05E+01   NG 

3. W/C, W/TS, W/S 1.56E+01 1.05E+01 -5.58 8.12 NG 
4. W/O C, W/O TS -4.78E+00 4.62E+00   OK 
5. W/C, W/O TS -8.03E+00 6.55E+00   NG 

 
RESULTS AND DISCUSSION 

 
The tower strap is a massive size hanger that is used to hang bridge frames directly 

into the pilon. The existence of a strap tower has disrupted the internal force distribution of 
the components of the bridge frame structure. In addition, it is revealed that the tower strap 
has caused failure in four of the five scenarios. 

In a scenario without a tower strap and frame, there is no bridge failure, even though 
the tensile force near the pilon increases due to the removal of the tower strap. 
The existence of a tower strap has caused great internal forces on the components of the 
bridge frame structure that is nearby. This is not found when the tower strap is removed. In 
fact, in one scenario, the bridge condition seems to be quite stable if the tower strap is 
removed even though the anchor block shift occurs. Thus, it can be stated that the tower 
strap is the main cause of bridge collapse. 

The foundation of a number of 80 pile blocks has not been able to carry the horizontal 
component of the suspension cable pulling force totaling around 4,000 tons. The foundation 
failure resulted in the joint Tenggarong side anchor block shifting towards the opposite side. 
The shifting force was also experienced by a bridge frame that moved towards the 
Samarinda side and caused an expansion joint gap on the Samarinda side to close. The gap 
in the expansion joint’s technical specification of 152 mm closed tightly. 

Along with the closing of this gap, the tensile force of the cable which should be carried 
by the foundation, gradually begins to be transferred and carried by the bridge frame. The 
bridge has changed its function into a press rod. This style difference of approximately 1,400-
2,200 tons will never be able to be carried by the bridge frame and the bridge collapse is only 
a matter of time. Thus, it is concluded that failure of anchor block foundation is the main 
cause of bridge collapse. 

Based on some numerical testing and analysis, it was found that the bridge frame did 
not have adequate detention to carry workloads. Moreover, if it is added to the effect of 
shifting anchor blocks. By using the actual data, the failure of the bridge frame structure 
component is always found in the area near the tower strap, or on one upper stem in the 
center of the main span; in the case without a tower strap but with shifting anchor blocks. 
These failures are local and can be caused by failed pull joint fractures or compressive stem 
bending. Thus, it can be stated that the bridge frame that does not have adequate detention 
has become the main cause of bridge collapse. However, in the case without a tower strap, 
the internal forces on the bridge frame are reduced so that they can be carried by the bridge 
frame adequately. 
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In some cases, when a local failure occurs, redistribution occurs and causes the 
hanger to experience considerable additional force and then fail. The hanger failure (first 
interior hanger near the Tenggarong side downstream pilon) causes the bridge frame 
geometry to be excessively distorted and result in progressive failure of the hangers towards 
global instability and cause catastrophic collapse. This is not observed in tower strap 
simulations with anchor block shifts. 
 

Table 3 – Simulation Scenario of the Collapse of the Mahakam II Kutai Kartanegara Bridge 
 

No Scenario Combination of Loads Collapse 
1 Actual model + shift + tower strap Dead + live + creep loads (D + L + C) Catastrophic 
2 Actual model - shift + tower strap Dead + live loads (D + L) Catastrophic 
3 Strengthened model – shift Dead + live loads (D + L) Safe 
4 Strengthened model + shift Dead + live + creep loads (D + L + C) Catastrophic 
5 Actual model - shift - tower strap Dead + live loads (D + L) Safe 
6 Actual model + shift - tower strap Dead + live + creep loads (D + L + C) Partial 

 

Note: Live load (L) used are only 53% full live load; with categories: live load (L), dead load (D), creeping load (C), 
and hanger shortening (S) (Standard Load AASTHO 2004). 

 
Camber is the elevated elevation of the bridge that was deliberately given during 

construction. Camber is given gradually on both sides of the bridge and reaches the highest 
state in the middle of the span. Decambering or decreasing bridge elevation is the opposite 
of the word from camber. The Kutai Kartanegara Bridge decambering occurs unevenly and 
has been detected since 2002. In fact, there is information that decambering has been seen 
earlier, namely when casting concrete slabs of vehicles. The decambering process continues 
until 2011, with the maximum value of decambering in the middle of the span of 
approximately 60-70 cm. Bridge decambering occurs due to shifting the anchor block 
towards the interior, the operation of the live load, and due to the slip of cable bands which 
mainly occurs on cable bands near the Pilon. 

The unevenness of the decambering has caused changes in curvature with the 
greatest value in the Tenggarong side pilon area. Since changes in curvature cause 
secondary internal forces, this has a negative impact especially on the components of the 
bridge structure in the pilon area. Thus, it is concluded that decambering can increase the 
potential failure of bridge frame structure components in the Tenggarong side pilon area. 

There are at least six instructions that indicate that the clamp has adequate resistance. 
However, the clamp design that tends to be complicated in terms of load transfer has caused 
clamping resistance to be determined by its stability. In a normal configuration, according to 
the initial design, the clamp will be quite strong. However, if the clamp must carry the 
hanger’s pulling force on its side, the resistance will be greatly reduced. The sloping state 
occurs when the suspension cable moves transiently and the bridge frame is in a highly 
distorted geometry when it falls into the river. Regarding the relatively low stiffness of the 
suspension cable torque, two successive clamps can experience different angles when there 
are torsional waves propagating on the suspension cable. This can also reduce clamping 
resistance significantly. 

If the modified clamp design becomes more reliable, it can avoid progressive collapse 
even if a partial failure occurs in one of the clamps/ hangers. Furthermore, it is found that if 
there is a failed clamp, the failure of the clamp is more likely to occur in the clamp or hanger 
near the pilon than the clamp or hanger in the middle of the span. 

Based on the calculation results, the slip cable band on the suspension should not 
have occurred. However, the facts of the field indicate the existence of the slip; especially for 
cable band near Pilon. Slip cable band can occur due to the increased load on the hanger 
that occurs due to the relaxation process on the other hanger next to it. Slip cable headbands 
can result in decambering and secondary pull/ press forces on the upper/ lower/ diagonal 
trusses of the bridge frame. If the force is too large, it can break the bolts at the top/ diagonal 
joint, or cause bending on the lower/ diagonal rod, and trigger local instability. Local 
instability can progressively lead to global instability and cause catastrophic collapse. 
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From the five scenarios examined for several internal forces, placement reactions, and 
deformations, there was no direct relationship between the lift and the bridge collapse. 
Furthermore, it is because the pulling force of the hanger in the middle of the span is smaller 
than that of the hanger near the pilon. Thus, a lift that starts at the middle span hanger is in 
accordance with what it should be. 

At the time of the collapse, traffic is only active on one lane, i.e. the downstream lane; 
while the upstream side lane is released for maintenance purposes. This situation has 
caused longitudinal torque on the bridge frame with additional pressure on the downstream 
side frame, and decompression of the upstream side frame. Based on the observations, it 
was found that if a collapse occurred then it would start from the downstream side of the 
Tenggarong pilon area. 

The nuts that are dropped/ released when the lift (if it really happened) can change the 
distribution of the hanger pull force and the hanger next to it. However, it does not break the 
clamps or hangers. Thus, there is no direct connection was found between the lift and the 
collapse of the bridge, even though there were nuts that are dropped/ released when the lift 
was conducted. 
 

CONCLUSION 
 

The main cause of the collapse of the Mahakam II Bridge in Tenggarong was the 
construction failure of the vertical hanging cable (clamp and saddle) connecting the main 
cable. However, there are a number of other possibilities that cause damage to the 
connecting device which includes: 1) poor maintenance, 2) fatigue in the construction 
material of cable hangers, 3) the quality of construction materials for the cable of connecting 
device, 4) procedural errors in maintenance, 5) the possibility of civil engineering rules 
deviations in planning, and 6) design errors in determining the type of material/ material of 
connecting device. Commonly, building damage is caused by several factors including: 
1) low quality of materials, 2) planning errors, 3) implementation process errors, and 4) poor 
supervision. 
 

SUGGESTIONS 
 

The government, before carrying out a construction project, should provide land that is 
stable, flood-free, and far from termite colonies, provide quality building materials and good 
workmanship. In addition, the project executor should make regular observations to find out 
the damage independently, carry out routine maintenance so that the damage does not 
become more severe and endanger the users in the future, make sure that the wood 
materials used for repairs are preserved, coated with anti-oxidant materials, and provide 
professional and reliable workers in their respective fields. 

The consultant and project supervisor should carry out their duties with full 
responsibility and a sense of belonging as well as implement and adhere to the civil 
engineering SOP properly. 

For law enforcement officials, the results of forensic engineering investigations are 
expected to be a guideline in conducting audits of parties directly and indirectly involved in 
the work and events. Thus, failure resulting from negligence of executors can be avoided as 
early as possible and can make the deterrent effect on “naughty” executor. 

The government should immediately establish a special institution that handles 
engineering forensics in Indonesia; considering that the establishment of this institution is 
urgently needed. 

Academic institutions are expected to be a pioneer in initiating the establishment of the 
Independent Forensic Engineering Institute. 
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ABSTRACT 
This research is intended to provide an alternative strategy that can be applied to PT. DWM 
as a company that has made a spin off by analysing the value chain, then analysing internal 
and external factors. This type of research uses descriptive methods supported by interviews 
semi structured to obtain the data used. In determining informant used technique purposive 
sampling. In preparing alternative strategies in this research used SWOT analysis. The 
results of this research indicate that the position of the company is currently on the stage of 
growing and building, so the company must implement the right strategy to run the business. 
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Development, external factors, internal factors, strategy, value chain. 
 

Indonesia is an archipelagic country that connected by sea between its islands. It can 
be said that the sea is not a separator but unites various islands and regions in Indonesia. As 
the largest archipelago country in the world and two-thirds of its territory is water, Indonesia 
needs sea transportation in sufficiently large quantities to support the distribution of goods 
and for passenger mobilization. It cannot be denied that the means of sea transportation in 
island countries such as Indonesia have become the backbone of the large scale movement 
of goods distribution. 

Based on the annual report of the Indonesian Ministry of Transportation sea freight 
load has increased every year, that is 5.736 GT in 2013, 9.722 GT in 2014, 10.531 GT in 
2015 37.666 GT in 2016, the last national fleet of 27.564 vessels containing 40.800 GT. This 
makes the opportunities available for companies engaged in the field of sea transportation 
services considered quite large and promising, can be seen from the development of marine 
transportation business in Indonesia which also experienced growth. Increasing the business 
of sea transportation services from year to year can be seen in table 1, this causes a mature 
strategy must be prepared so that the company can continue to grow following the flow of 
environmental change. 
 

Table 1 – Development of the National Sea Transport Company 2013-2017 
 

Year 2013 2014 2015 2016 2017 

The number of sea freight companies 2.442 2.718 2.811 2.896 3.130 
Percentage Increase 11,39 3,42 3,03 3,02 8,08 

 
The development of the company and the increase in sea freight load are not in line 

with the decreasing level of safety due to lack of staffing from related parties, as evidenced 
by several accidents that occurred. The problem in other sea transport industries is licensing. 
The Indonesian Ministry of Transportation is evaluating thousands of sea transportation 
business licenses; this is due to many companies whose business activities move from the 
core business. 

The current conditions and data make a company engaged in sea transportation 
service in Indonesia must be able to prepare the right strategy to be able to address the 
existing situation. One of the companies engaged in the sea freight service industry is PT. 
DWM located in Jakarta Indonesia. This company has just done a spin off or just separated 
itself from its holding company. While still joining the holding company and those located in 
Sulawesi, the company only carried food transportation because the company was 
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surrounded by offshore drilling sites. The company currently has the main focus of providing 
services to all partners and customers with the best quality services. PT. DWM sees 
opportunities in market niches that many large companies have not yet entered. In 2017, 
transportation schedules of various types of goods such as sand and wood are moved by 
PT. DWM is still relatively small, it can even be said to be said to be below the average when 
compared to the transport data of the transportation ministry. 

According to Khonama (2015) in his journal, even though so far there have been no 
services or other goods that can replace sea transportation services, the company must 
remain vigilant with all changes by continuing to develop. One solution of the current sea 
transportation service industry is that companies must improve their quality to be more 
optimal. The way that can be done is to pay attention to the interaction between the value 
chain that exits within the company itself, because if one value chain fails to provide service it 
will affect other chains. This due to that fact that the characteristics of service products are 
interrelated and not visible. Mapping internal and external factors in the value chain 
environment can be used to formulate future development strategies based on the value 
chain approach. 
 

LITERATURE REVIEW 
 

The research entitled Development of Chain Analysis Applications for the Value of 
Gray Fabric Products in Textile Companies was carried out by Sonia and Julia in 2017. This 
study aims to identify each primary activity and the value chain support activities of gray cloth 
products within the company. SWOT method is used where at the initial stage identification 
of primary and supporting activities is carried out by value chain mapping, this data is 
obtained from the results of observation in the field through interviews and viewing company 
records. The data that has been obtained is then used in the SWOT analysis. The results of 
this study state that each value chain in the company both primary activity and supporting 
activities, are interconnected so that it effects the success of a company. Based on the 
results of the SWOT analysis, the results of procurement activities obtained such as the 
selection of suppliers of raw materials need to be considered so that the company can 
continue to grow. 

Business Development Strategy Analysis at PT. Citra Abadi Trans is a research 
conducted by Cornellius in 2017. This research was conducted in East Java, with the 
products. This research was carried out in East Java, with the products exported by the 
company under investigation in the form of freight forwarding services. This research was 
made with the aim to describe the internal and external environmental conditions that are 
occurring in the company and develop a business development strategy. The method used in 
this study is a SWOT analysis. The type of research used in this study is qualitative with the 
data collection techniques used are semi structured interviews. The data obtained is then 
analyzed and a SWOT matrix is formed to be able to formulate a number of alternative 
strategies for the company. This study states that the number of customers and increase the 
frequency of services use with internal and external environmental analysis. 

Samekto in his research entitled improving the Performance of Marine Vessel 
Expedition Companies Through Business Diversification, using descriptive methods. The 
research data was obtained through in depth interviews with directors and several 
employees. The research pays attention to every aspect of all activities carried out by the 
company from upstream to downstream with consideration of internal and external factors. 
The purpose of this research is that companies can provide optimum services, this can be 
achieved through developing strategies. The results of this study state that companies tend 
to focus on the upstream part of the activity, namely the sales department without regard to 
the changes in regulations and legislation it is necessary to integrate all activities and to 
determine the superiority of the company. 

The research of Palm Sugar Value Chain is a study written by Maria et al in 2016. The 
purpose of this research is to identify sugar palm value chain in Tomohon City. This research 
is a case study for farmers in Tomohon in order to survive for the long term and needs 
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development. Value chain analysis is done to find out activities that produce additional value. 
SWOT analysis to identify various factors systematically. This study states that on the 
average value involves many actors from all activities, therefore integration of each activity 
are needed in order to increase production capabilities accompanied by creativity to market 
the product. 

Value chain analysis on CV Master Sentra Boga, is a research conducted by 
Hadiwidjojo conducted in 2016 in Surabaya. This study aims to analyze business activities 
carried out by the company which consists of the main activities and supporting activities to 
compile the value chain from CV Master Sentra Boga. This study uses a descriptive method 
with a qualitative approach. The data used are primary data obtained from interviews and 
secondary data by looking at existing archives. 

Competitiveness of PT. Benar Flora Utama based on Floricultural Value Chain 
Activities is the research title written by Kurniaty at all in 2012. The purpose of this study is to 
identify the value chain to describe internal and external conditions as a factor of company 
analysis, then determine the company's strategic position and formulate strategies to 
improve competitiveness. This study uses a SWOT analysis to produce alternative strategies 
that can be proposed to the company. The results of this study state that by strengthening 
the applied value chain the company is useful to maintain the company's business in its main 
industry. Each value chain activity has resources and capabilities that support so that 
existing activities can be carried out effectively and efficiently. The final results of this study 
state that the main and supporting activities in the company are equally important and 
support each other. 

The use of the SWOT and AHP methods was used by Setiawati in 2017 with the 
research title Competitive strategies of shipping companies and shipyards as a result of the 
weakening of coal business in Indonesia. In this study an analysis of several shipping 
companies and shipyard companies was able to survive and compete in winning and through 
difficult conditions. Strategy is the key to success in competition in the midst of a rapidly 
changing business environment. The ship industry itself needs a strategy that can create a 
competitive advantage because it has the characteristics of industries that compete globally. 
Sources of data from this study include primary data which in this study are top management 
of shipping companies and shipyards that are directly involved and secondary data in the 
form of annual reports, industry publications and analysis by the media. The data is then 
processed using a SWOT analysis that produces strengths, weaknesses, opportunities and 
threats. Then a combination of SWOT and AHP methods was carried out to support strategic 
decision making. And the results of the study state that all companies carry out defensive 
strategies that make them shipping companies that can survive until now. 
 

METHODS OF RESEARCH 
 

This research was conducted at PT. DWM located at Jalan Utan Kayu Rawamangun, 
South Jakarta. This research was conducted in the field for 4 months, namely March-June 
2018, in March fact finding was conducted and April-June was conducted in depth interviews 
to determine priority strategies. This research will begin by conducting a value chain mapping 
by collecting data following the research stages based on a framework of thought. First, 
identify the value chain of PT. DWM through descriptive analysis. Descriptive analysis is 
used to describe the general picture of each value chain member selected based on the 
results of the survey and the results of in depth interviews with expert respondents. Value 
chain analysis besides being used for profile descriptions, it also describes forms of 
cooperation both forward and backward and looks at the interrelationships between one 
value chain and another. 

The next stage is the identification of internal factor use Internal Factors Evaluation 
(IFE) matrix and external factors use External Factors Evaluation (EFE) matrix that will show 
strengths and weaknesses as internal factors, as well as opportunities and threats as 
external factors, each of which will be weighted. The total weight scores obtained from each 
division form the composition of the IE matrix at the company level. The IE matrix can be 
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divided into three major parts which have different strategy implications (David 2011). First, 
the provisions for companies included in cells I, II, or IV can be described as growing and 
building. Secondly, companies that are included in cells III, V, or VI can be handled properly 
through a hold and maintenance strategy. Third, for companies included in cells VI, VIII, or IX 
are harvests or divestments. The WO strategy, this strategy is based on utilizing existing 
opportunities by minimizing existing weaknesses, this strategy supports the strategy of 
turning around. Last, WT strategy this strategy is based on defensive activities and tries to 
minimize existing weaknesses and avoid threats, this strategy supports defensive strategies. 

The formulation of alternative strategies is made using SWOT analysis and producing 
the right decisions must go through three stages, namely the data collection stage, the data 
analysis stage, and finally the decision making stage. This matrix starts from summarizing 
information, by entering basic information on the results of the IFE and EFE The strategy is 
made in the form of a SWOT matrix by generating the possibility of four alternative sets of 
strategies, namely the SO strategy, this strategy is made by utilizing all the strengths to seize 
and utilize the opportunities as much as possible and support aggressive strategies. 
Furthermore, the ST strategy, this strategy is made by using the power that is owned to 
overcome threats, this strategy supports the diversification strategy (Marimin 2004). 

Planning of Silk Fabric Woven Business Development Strategy with Balanced 
Scorecard Method Approach (Case Study in Tiga Putra Silk Factory) which was a study 
conducted by Aulia and Ikhwana in 2012. The purpose of this study is to identify the internal 
and external factors of the company as well as formulate and plan development strategies in 
an effort to obtain many business relationships and add value to profitability for the company 
with one of its methods, namely the External Internal (IE) matrix. IE matrix is used to find out 
the position of the company before determining what strategy to choose. The results of this 
study say if the company is in a low market share position but must compete in industries 
with high growth, the company must pay attention to many small things that can be a gap to 
develop its business. 
 

 
 

Figure 1 – Conceptual Framework of the Research 

 
RESULTS AND DISCUSSION 

 
PT. DWM is a company newly established in 2016. The main focus of this company is 

to provide services to all partners and customers with the best quality services. With agents 
and partners spread across major cities in Indonesia, the company is currently working on 
shipping services with Door to Door, Port to Port, Door to Port and Port to Door systems. 
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This company has a vision become a leading supply company by prioritizing customer and 
partner satisfaction through good service and product quality. This vision statement shows 
the company's strategic direction to achieve various results in the future so that it will guide 
the deployment of company resources for achieving these goals. 

As a company that has just been established, of course it is not easy to get involved in 
the sea transport service business. Companies must set goals to be more focused and 
directed. After determining the target, the company must make a strategy in order to reach 
the goals. The way that can be done is to pay attention to the interactions between the value 
chains that exist within the company itself, because if one value chain fails to provide service 
it will affect other chains. This is due to the fact that the characteristics of service products 
are interrelated and not visible. Mapping internal and external factors in the value chain 
environment can be used to formulate future development strategies based on the value 
chain approach. 

Value Chain Activities. Every company is a set of activities carried out to design, 
create, market, deliver and support its products (Porter 2007). In the value chain a company 
is divided into two, the main activities are main and supporting activities and general 
description of the company's value chain can be seen in figure 2. Inbound logistics, operation 
and outbound logistics activities are key activities of PT. DWM this activity includes the 
process of receiving and managing goods to be transported by the company from the receipt 
from the supplier to the receipt of goods to the customer. The advantages possessed by PT. 
DWM is a variety of services offered and has its own set of ships consisting of tugboats and 
barges which can reduce operational costs, and other advantages are in the supply of sand 
because the company has its own mine. On the other hand the weaknesses in this company 
are based on the lack of Human Resources having a background in the field of 
transportation. As a newly established service company, human resources are needed in a 
not small amount. 
 

 
 

Figure 2 – Value Chain of PT. DWM 

 
Internal and External Environmental Analysis. At this stage, the identification using 

Internal Factor Evaluation (IFE) produces strengths and weaknesses and External Factor 
Evaluation (EFE) which will produce opportunities and threats, then each will be given a 
weight and in this study summarized in table 2 these factors are obtained from the results of 
filling out the questionnaire. After being analyzed as a newly established company, PT DWM 
still has many weaknesses but on the other hand the company already has the power to 
distinguish it from other similar companies. 

Factor (S1) that is having its own IUP with the KSO system. After weighting is repeated 
and comparing with other factors, experts give a weight of 0.15 and rank 4.00. The 
Cooperation System Operations (KSO) is the first party agreement as the land owner. He is 
willing to cooperate with the second party as the capital owner who wants to capitalize on the 
first party to exploit the excavated land within the first party's production operations. Experts 
assess the ownership of assets will be long-term because the exploited minerals will run out 
but not in the near future. 



RJOAS, 1(85), January 2019 

391 

Factor (S2) has 3 sets of ships. The experts gave back the weights and ratings for 
these factors 0.13 and 3.00 respectively. Ownership of a complete set of ships is important 
because with the presence of ships, of course, no additional costs are needed to rent a boat 
for the transportation process. The experts consider the ship to be an asset with a long 
duration, the ship can be used for quite a long time, but if the condition of the engine and 
other conditions are considered quite old, the ship must be replaced with the younger one. 

Factor (W1) the fleet owned by the company still cannot meet customer demand 
weighed 0.09 and ranked 3.00 by experts. This factor is considered to inhibit the increase in 
sales made by the company and has medium-term duration for the company. To cover the 
shortage of ships this company leased a set of ships to meet costumers demand, because to 
buy a new set of ships need a lot of money. 
 

Table 1 – EFE & IFE Matrix 
 

External Factors Evaluation (EFE) Internal Factors Evaluation (IFE) 

Opportunities Strengths 
Demand for increased construction raw materials 
Trend of rising sand prices 

Having its own IUP with the KSO system 
Have 3 sets of ships 

Threats Weakness 
Current economic developments make the risk of 
bad debts 
Inadequate infrastructure and complicated 
regulations at the port 

The fleet owned by the company still cannot meet 
customer demand 
Limited stockpile conditions in ports 
The operating routes are still limited 
Not yet doing ISO 9000 certification 

 
The next factor (W2) is that the stockpile conditions in the limited port are given 

weights and ratings by experts, namely 0.085 and 2.0. This factor is considered by experts to 
cause a high waiting time in the port and delay in the time the item is received by the 
customer and given a short duration because it can be overcome by ordering the stockpile in 
advance before the goods arrive. 

In factor (W3) the operating route which is still small is given a weight of 0.075 and a 
rating of 3.00. This factor is still related to the condition of the company still unable to meet 
customer demand and to expand the market to new areas. Next, factor (W4) is that it has not 
yet carried out certification of services by referring to the ISO 9000 system. Experts give 
repeat weights and ratings for this factor of 0.12 and 3.00 respectively. This factor is related 
to the company's image which is identical with good quality and speed in carrying out the 
procedure. 
 

 
 

Figure 3 – Company position in the IE matrix 

 
Internal External Matrix (IE). The IE matrix is useful for positioning a company into a 

matrix consisting of nine cells (Umar 2001). IE matrix is based on two dimensions namely the 
total IFE weighting score on the X axis and the total EFE weighting score on the Y axis. 
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Based on the results of the previous weighting, the IFE matrix obtained a total weighted 
value of 2.9 while the total weighted value of the EFE matrix was 2.445. Based on the results 
of the two plots matrixed into the IE matrix image, it is known in figure 3 that the position of 
PT. DWM is in quadrant IV. The strategy chosen in quadrant IV is grow and build strategy 
which is an intensive strategy where (Market Penetration, market development and product 
development) and integrated strategies (backward integration, forward integration and 
horizontal integration). In this strategy, it is recommended that PT. DWM builds its 
competitive position to be better than its competitors; the types of products that are varied 
and tailored to the needs of buyers can improve the company's competitive position 
compared to similar companies. 

SWOT Analysis. SWOT analysis is used to identify various factors systematically to 
formulate a strategy (Freddy 2002). Experts use SWOT analysis to formulate appropriate 
priority strategies to overcome the problems faced by PT. DWM. The SWOT analysis in this 
company is listed in table 3. 
 

Table 3 – PT. DWM SWOT Matrix 
 

IFE 
 
 
 
 
EFE 

Strengths 
(S1) Having its own IUP with the 
KSO system; 
(S2) Have 5 sets of ships 
 

Weakness 
(W1) The fleet owned by the company still 
cannot meet customer demand; 
(W2) Limited stockpile conditions in ports; 
(W3) The operating routes are still limited; 
(W4) Not yet doing ISO 9000 certification 

Opportunities 
(O1) Demand for 
increased construction 
raw materials; 
(O2) Trend of rising 
sand prices 

Strategy-SO 
Optimizing the transportation 
business and supplying sand for 
construction purposes on toll roads 
and building construction 
(S2,O1,O2); 
Utilizing IUP with a product 
development strategy (S1,O1,O2) 

Strategy-WO 
With the Market development strategy, 
certifying ISO 9000 and the number of fleets is 
increased by 2 sets for the distribution of goods 
(W1,W3,W9.O1,O2); 
Menyewa stockpile di pelabuhan yang dituju 
(W2,W3, O1,O2) 

Threats 
(T1) Current economic 
developments make 
the risk of bad debts; 
(T2) Inadequate 
infrastructure and 
complicated regulations 
at the port 

Strategy-ST 
Make a long-term cooperation 
contractS1,S2, T1,T2); 
Make cash payments for spot deals 
with market penetration strategies 
(S1,S2,T1,T2) 

Strategy-WT 
With Market Development strategy, make 
costumer selection (W1,W2,W3,T1); 
Start a long-term cooperation program with 
both customers and partners 
(W1,W2,W3,W4,T1,T2) 

 
In this analysis a situational comparison analysis will be carried out in a matrix, where 

experts will formulate a strategy based on a comparison between the strengths of opportunity 
(SO), threat strength (ST), opportunity weakness (SO), threat weakness (WT). The SO 
strategy is based on existing factors by utilizing strengths (S1 & S2) to seize and take 
advantage of opportunities (O1 & O2) as much as possible. Two strategies were obtained, 
first to optimize the transportation business because it has its own set of ships and supply 
sand for construction purposes on toll roads and building construction (S1, O1, O2) and the 
second strategy by utilizing IUP because of the increasing raw material demand and the 
price of sand competitive with product development (S2, O1, O2). 

The next strategy ST uses all the strengths (S1 & S2) that the company has to 
overcome threats (T1 & T2). By considering the existing strengths and threats, two strategies 
are generated, the first being a long-term cooperation contract. The second strategy is made 
for companies that do not want to carry out long-term contracts so they can make cash 
payments for spot deals based on market penetration strategies. This collaboration is carried 
out to facilitate the bureaucratic system and prevent bad credit. 

WO strategies based on opportunity utilization (O1 & O2) exist by minimizing 
weaknesses (W1, W2, W3 & W4). There are two strategic market development results, 
namely ISO 9000 certification and increasing the number of fleets as many as 2 sets for the 
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distribution of goods (W1, W3, W9, O1, O2). The second strategy is to rent stockpiles in the 
destination port (W2. W3, O1, O2). 

The final strategy is WT, this strategy is based on defensive activities and seeks to 
minimize weaknesses (W1, W2, W3 & W4) and avoid threats (T1 & T2). The strategy 
generated is to conduct customer selection (W1, W2, W3 & T1). The second is the strategy 
of starting a long-term cooperation program with both customers and partners (W1, W2, W3, 
W4, T1 & T2) with a market development strategy. 
 

CONCLUSION 
 

Judging from its value chain activities, the company has advantages in the operations 
section. The ownership of mine land and a complete set of ships is what distinguish PT. 
DWM with similar companies. On the other hand, as a company that just did spin off, PT. 
DWM has a weakness in the human resources field because more employees are needed as 
driving companies. The company's current positions when viewed from the Internal External 
matrix are grown and build position. After knowing the position of the company, elaboration 
of internal and external factors, several alternative strategies were produced, then weighted 
which resulted in a priority strategy taking into account the company's financial condition. 
At PT. This DWM president director plays an important role, in determining the strategy to be 
in accordance with the company's goals, namely to increase profits. 
 

RECOMMENDATIONS 
 

After experiencing a spin off, the president director of PT. DWM needs to have a 
stronger commitment to develop the company, because it has an important role in making 
various decisions. It is expected that the company can conduct ISO certification in the near 
future because it will greatly affect the company's image. In addition, finding investors is 
good enough so that the company can continue to grow and implement all the recommended 
strategies. In this study there are various limitations, so it is expected that in the next study 
can make interrelated analysis between the strategies produced. 
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ABSTRACT 
Diversifying economy from one sector to another is a vital problem faced by many nations 
across the globe. Many countries believe that economic development is achieved by 
diversifying the economy by switching the major revenue sectors. The main objective of this 
research paper is to study the economic development of Kurdistan region through 
diversification from Oil to agriculture economy and one more objective is to find out how the 
role of FDI will create the impact over the growth of economy in agriculture sector. The study 
is concentrated on 50 agriculturists through convenience sampling method. Kurdistan is an 
autonomous province in Iraq which is heavily dependent on oil sector for its major part of 
revenue. On the other hand it is ignoring agriculture sector which has a great potential to 
earn heavy revenue for the country. This paper reveals that, the Agriculture can play the 
major role in the economic development of Kurdistan in future as an employment generation, 
increase in GDP, Increase in Government revenue and diversify development. This research 
paper proposes some financial model for the possible growth of agriculture sector along with 
agro technology through small investor FDI scheme and Agriculture insurance scheme. From 
this study, it is found that if proposed suggestion is been concentrated on agriculture by KRG 
surely GDP will increase. 
 
KEY WORDS 
Diversification, economic development, agriculture, economy, insurance. 
 

The Kurdistan Region includes parts of the three governorates of Erbil, Sulemani and 
Duhok. It fringes Syria toward the west, Iran toward the east, and Turkey toward the north, 
lying where fruitful fields meet the Zagros Mountains. It is navigated by the Sirwan River and 
the Tigris and its tributaries. The mountains of the Kurdistan Region have a normal stature of 
around 2,400 meters, ascending to 3,000– 3,300 meters in spots. The most noteworthy 
pinnacle, Halgurd, is close to the outskirt with Iran and measures 3,660 meters. The most 
elevated mountain edges contain the main forestland in the Region. The climate of the 
Kurdistan is favorable for agriculture. This area has the 5 river for irrigation and the varied 
topography and associated rainfall regimes have created three basic micro-climatic zones; 
high rainfall (700-1100 mm), medium rainfall (400-700 mm), and low rainfall (under 400 mm). 
In terms of produce; the high-rainfall zone contains mainly fruit orchards, wheat occupies 
most of the medium-rainfall zone, and barley is the main crop in the low-rainfall zone. Winter 
wheat and barley are planted in the autumn (October-November) and harvested in the late 
spring (April-June) in accordance with the rainfall pattern. Financing remains a thistle in the 
side of those gatherings looking to additionally create horticulture in Kurdistan, especially 
since the Region keeps on depending on a lot of imported nourishment items. Without a 
doubt, a few evaluations have put figures for this utilization in the area of $20-22 billion for 
the entire of Iraq. In this manner, reserves that could be better spent on ventures are rather 
spent on imports to fulfill expanding request [1]. 
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Baban, S. (2015) "Revitalizing Agriculture and Water Sectors in the Kurdistan Region, 
Iraq" has stated in his paper about the progress of the implementation of a specifically 
developed road map June 2012- May 2014, aimed to achieve food sufficiency and security 
for the region. The road map provided a way forward to rehabilitate and improve the 
agriculture sector based on a vision that introduces effective modern production, training, 
management and reflective systems for sustainable agriculture and food production in the 
region [2]. 

Lina Eklund, Abdulhakim Abdi and Mine Islar (2017) “From Producers to Consumers: 
The Challenges and Opportunities of Agricultural Development in Iraqi Kurdistan” has stated 
in his paper about the agricultural situation in Iraqi Kurdistan from three perspectives, the 
biophysical, the political, and the socio-economic. He has highlighted that locals have strong 
ties to their lands and traditional agricultural practices are still prevalent. In this context, 
supporting small-scale traditional agriculture development might be more sustainable and 
feasible. Practices of small-scale agriculture in self-rule communities can serve as an 
alternative model to top-down large-scale agriculture as aspired by the KRG. In order to 
overcome the current and future problems of food scarcity, communities, like Rojava in 
Syrian Kurdistan, have started their own agricultural plan based on permaculture farming and 
participatory principles [3]. 

Abdulmuttaleb Abbas Salih, Hussein Ali Hussein Al-Qaesi (2018) “The perspective of 
agricultural development in Iraq”: from this study we find that Iraq, and also the countries that 
were taken into study have developed a solution to one of the most important problems - the 
irrigation area. As it could be seen, all the countries have increased the surfaces equipped 
for irrigation, doubling or tripling it. Extension and counseling help farmers to make the best 
decision for the agriculture development. Extension organizations need to develop 
communication with fertilizer providers since excessive use of agrochemicals can harm 
human health and the environment, and programs such as integrated pest management are 
recommended [4]. 

Objective of the study: 
 To study the economic development through agriculture in Kurdistan region; 
 To study the development of Kurdistan region through diversification from Oil to 

agriculture economy; 
 To study how the economy diversification can generate the employment 

opportunities; 
 To study the role of FDI in agriculture sector for improvements. 

 
METHODS OF RESEARCH 

 
The present study is agriculture oriented pertaining to economic development in 

Kurdistan region. This study is based on the survey method using structure of questionnaire. 
The results were found by using percentage analysis method. 

Data Collection: 
 Primary Data: For collection of data, the researcher used a structure questionnaire 

data. This was distributed to 50 respondents across the study area; 
 Secondary Data: The secondary data been gathered from internet, Journals, reports, 

Government offices. 
 

RESULTS AND DISCUSSION 
 

The Economy of Kurdistan can be divided into three sectors: 
Primary sector: Crude oil is the primary source of income of this region; this sector 

contributes approximately 80% of the GDP of this region, which is the main source of 
government’s income. But this sector is depending upon the central government policies. 
Even the volatility in the prices of crude oil can affect the revenue of this sector. 
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Secondary sector: Agriculture is assuming the second significant job in the Kurdistan 
economy. As of now this division contributes roughly 10% of GDP of this district. This speaks 
to a low commitment, and implies that assets are in adequately differentiated in the KRG. In 
this regard, decrease in the agrarian area adverse affected the economy. The agribusiness 
segment in the Kurdistan Region has seen significant change as of late and in this way can 
possibly assume a noticeable job in supporting the development of the neighborhood 
economy. 

Tertiary Sector: It includes tourism, Industry, Real estate, Services and others. This 
sector is divided in major sub-sectors of business, but yet these sub-sectors are running in 
crocodile speed way of development. These sub-sectors of Kurdistan’s economy needs more 
infrastructural requirement so they can play the crucial role in the area of development. 
 

 
 

Figure 1 – Kurdistan’s GDP sector-wise data (Source: invest in group 2013) 
 

Diversification of Kurdistan’s Economy. Diversification Economy = Developing non-oil 
segments and bringing down oil money related reliance (i.e., Export diversification, 
government income, and financial base); and making a feasible non-oil present day economy 
(Agriculture economy) that can support a moderately abnormal state of salary [5]. 

Importance of Diversification for Kurdistan. Oil part isn't making adequate occupations 
specifically. Oil costs/income change broadly, oil dispersion can't bolster rising expectations 
for everyday comforts. Flimsiness of oil income affects the general development rates 
(basically through changes in government spending), monetary and outer position, and 
business. 

Another Relevance of Diversification: 
 To lessen or minimize the spread risk; 
 To advance monetary improvement; 
 To constrain the effect of vacillations in the oil cost and amount created; 
 To make openings for work for a quickly developing neighborhood work drive. 

As of late Kurdistan is experiencing money related emergency, Apart from monetary 
emergency, Global oil costs have fallen by more than 50 percent since mid-2014. This 
comprises a noteworthy hit to the Iraqi and Kurdistan Regional Government (KRG) treasuries 
as oil rents represent more than 90 percent of state salary. Then again, weights on the Iraqi 
treasury have expanded enormously because of the expenses related with indicting the war 
against the Islamic State of Iraq and the Levant (ISIL), statistic weights from inside uprooted 
individuals (IDPs) and outcasts, and an enlarged open segment. To put it plainly, both Iraq 
and the KRG are unequipped for adjusting their financial plans. Today individuals endure 
because of remiss approaches and the uncontrolled spending of the previous decade. To 
address this, the Iraqi bureaucratic and Kurdish local governments require a mix of both 
transient answers for manage the quick fall in income and longer term auxiliary changes so 
as to plan for the following blast and bust cycle. 

The greater parts of individuals in the Kurdistan Region are monetarily reliant on the 
administration, which is itself subject to oil salary. In the same way as other oil-based 
economies, the area's monetary blasts and busts are vigorously affected by the oil part. In 
view of this system, where is the Kurdistan region economy heading within a reasonable 
time-frame? Open Sector On one hand, adjusting incomes and costs for the Kurdistan 
Regional Government (KRG) is subject to oil costs and the rate of fare. On the other, it is 
controlled by open spending and the rate of getting. Despite the fact that the KRG's ability to 
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send out oil will step by step increment, it has no influence over the worldwide cost of 
unrefined, while the lift in oil creation won't really convert into essentially better monetary 
conditions throughout the following couple of years. 

The KRG's open borrowings of more than $15 billion are higher than its yearly salary 
and these have not been spent on gainful ventures. The greater part of the KRG's financial 
plan is designated to paying $700 million worth of month to month pay rates. The quantity of 
open workers is evaluated to be an uncommon 1,350,000. The facts confirm that these pay 
rates animate interest for products and ventures, empowering regular business in the district. 
In any case, inefficient open uses basically infuse more money into the economy, expanding 
inflationary weights on imported buyer products. Neighborhood creation is barely helped by 
this pattern. Merchandise and enterprises created in the Kurdistan area can barely rival 
better, less expensive imported remote items and administrations. 

This is notable, Before 2003 Kurdistan was prosperous through its agriculture sector. 
Now the dependency of oil sector should be diversified in agriculture so that government 
budget insufficiency can be compensated and the people dependency on government’s 
budget can be diversified in agriculture sector. 

Challenges in Diversification. The non-oil sector was obliged by extremely constrained 
agrarian innovation and local work, absence of qualified labor, high lack of education rate, 
and a moderately little market measure. The test of financial diversification for asset rich 
nations is troublesome and disputable, notwithstanding for a nation standing up to this test 
during an era of kind household and local security conditions. For Iraq, distressed by fear 
mongering at home, overflows from local clash, the inheritance of war and endorses, and 
political vulnerability, the test is exponentially progressively significant. This note 
recommends that notwithstanding the overwhelming obstructions, Iraq can and should plan 
and dispatch an expansion procedure containing clear approach needs for activity over a 3 to 
multi year time frame. Obviously, this technique will assume that correlative moves are being 
made in related spaces to enhance resident security, give equity, and make employments – 
the three mainstays of the harmony building standards illustrated in the World Development 
Report (WDR) 2011 [6]. 

Potential for becoming economic developed area in the Middle East region (Agriculture 
Economy). Kurdistan is a region of immense potential. This district is brimming with 
numerous regular assets in the Middle East and additionally this region has been shielded 
from the difficulties of psychological oppression as a result of Kurds' convictions in harmony. 
There is colossal potential for monetary improvement in this little area which can leave the 
nations like Dubai and Oman, as well. 

In terms of natural resources, this small province is more financially richer than other 
areas of Iraq. Even, when the entire Middle East region was suffering from the outbreak of 
terrorism during 2014, at that time it was able to keep itself stable by fighting the challenges 
of terrorism. The security forces of this province played an important role in eradicating ISIS 
in collaboration with the Iraqi army, which has led to confidence in the stability of the province 
in the international community. In spite of immense potential, this sector has been backward 
in economic strategies, which has a dispute with the federal government. If this autonomous 
province will resolves its internal disputes through dialogue with the federal government and 
do more focus on implementation of relevant economic strategies, Then It can be a best 
economy growth example for all. 

For the future, the Region can called as the "Green place that is known for Iraq and 
Middle East" A phenomenal variety of grains and vegetables have characteristic been 
created in Kurdistan, with wheat and grain among the most notable. Regardless, in light of 
the methodologies of the Past daily schedule in Baghdad, agriculture in the Kurdistan Region 
was confined for improvement. In spite of the way that the agriculturists working in the 
Kurdistan Region have essential experience, they have been confined with respect to their 
use of current procedures. The Government sees the earnestness of this issue, and has 
quite recently begun creating methodologies to execute change [7, 8]. 
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Figure 2 – Division of Kurdistan’s Total land and cultivated land (source- KRG 2014) 

 
Figure 2 shows that Kurdistan region’s division of land, which is highly suited for 

agriculture as it boasts large areas of arable land and fertile soil. 
 

 
 

Figure 3 – Sector-wise employment trends (source- Ministry of KRG 2013) 

 
Figure 3 shows that in 2003, around 35% of the quantity of occupants in the Kurdistan 

Region relied upon cultivating as their wellspring of occupation. In any case, by 2012, that 
rate had dropped to 9% due to nonappearance of fruitful methodologies. But after 
diversification picture of employment can be change by 2030. 

Analysis of Primary Data (Structured Questionnaire): 
 

Table 1 – Agriculture background of the respondents 
 

Are you from agriculture background? Frequency Percent Valid Percent Cumulative Percent 

Valid 
Yes 80 80 80 80 
No 20 20 20 100.0 

Total 100.0 100.0 100.0 - 

 
Farmer in the family of the respondents 
 

If yes, is there any farmer in your family? Frequency Percent Valid Percent Cumulative Percent 

Valid 
Yes 100 100 100 100.0 
No 0 0 0 100.0 

Total 100.0 100.0 100.0 - 

 
Agriculture field experience of the respondents 
 

If yes, for how many years you are in this sector? Frequency Percent Valid Percent Cumulative Percent 

Valid 

0-3 Years 12.5 12.5 12.5 12.5 
3-5 Years 30 30 30 42.5 

5-10 Years 42.5 42.5 42.5 85.0 
10&above 15 15 15 100.0 

Total 
 

100.0 100.0 - 
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Table 2 – Agriculture role in economic development of the Kurdistan 
 

Do you think agriculture can play major role in economic 
development of the Kurdistan 

Frequency Percent 
Valid 

Percent 
Cumulative 

Percent 

Valid 
Yes 100 100 100 100.0 
No 0 0 0 100.0 

Total 100.0 100.0 100.0 
 

 
Major role is been played by the agriculture in the economic development 
 

If yes, what major role is been played by the agriculture in 
the economic development: 

Frequency Percent 
Valid 

Percent 
Cumulative 

Percent 

Valid 

Employment Generation 6 6 6 6.0 
Increase in GDP& Government revenue 6 6 6 12.0 

Diversify development 8 8 8 20.0 
All of the above 80 80 80 100.0 

Total 100.0 100.0 100.0 - 

 
Table 3 – Product of the respondents 

 

Do you produce more than one product? Frequency Percent Valid Percent Cumulative Percent 

Valid 
Yes 77.5 77.5 77.5 77.5 
No 22.5 22.5 22.5 100.0 

Total 100.0 100.0 100.0 - 

 
Types of products of the respondents 
 

If yes, which types of products you are producing: Frequency Percent Valid Percent Cumulative Percent 

Valid 

Vegetables & Fruits 37.5 37.5 37.5 37.5 
Millets/Wheat/Maze/Barley 37.5 37.5 37.5 75.0 

Poultry 17.5 17.5 17.5 92.5 
All of the above 7.5 7.5 7.5 100.0 

Total 100.0 100.0 100.0 
 

 
Table 4 – Government of Kurdistan helps in agriculture 

 

Does the Government of Kurdistan helps in 
agriculture? 

Frequency Percent 
Valid 

Percent 
Cumulative 

Percent 

Valid 
Yes 75 75 75 75.0 
No 25 25 25 100.0 

Total 100.0 100.0 100.0 - 

 
Helping hand of the government 
 

If yes, what help you is getting? Frequency Percent Valid Percent Cumulative Percent 

Valid 

Subsidy 100.0 100.0 100.0 100.0 
Technical 0 0 0 0 

Infrastructural 0 0 0 0 
Others 0 0 0 100.0 
Total 100.0 100.0 100.0 - 

 
Table 5 – Government promote various crops according to climate conditions 

 

Does the Government of Kurdistan promote various target 
crops according to climate conditions? 

Frequency Percent 
Valid 

Percent 
Cumulative 

Percent 

Valid 
Yes 20 20 20 20 
No 80 80 80 100.0 

Total 100.0 100.0 100.0 
 

 
Table 6 – Role of agriculture in the Kurdistan economy 

 

Do you agree that in future the agriculture sector will play a 
primary role in the Kurdistan economy? 

Frequency Percent 
Valid 

Percent 
Cumulative 

Percent 

Valid 
Yes 100 100 100 100.0 
No 0 0 0 100.0 

Total 100.0 100.0 100.0 - 
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Table 7 – Agriculture produce can satisfy the needs of the Kurdistan 
 

Do you think, through diversify development of Kurdistan in 
future; the agriculture produce can satisfy the needs of the 

Kurdistan in Total? 
Frequency Percent 

Valid 
Percent 

Cumulative 
Percent 

Valid 
Yes 100 100 100 100.0 
No 0 0 0 100.0 

Total 100.0 100.0 100.0 
 

 
Table 8 – FDI in agriculture can increase GDP through agro-technology\ 

 

Do you agree that FDI in agriculture can increase GDP 
through agro-technology? 

 
Frequency Percent 

Valid 
Percent 

Cumulative 
Percent 

Valid Yes 84 84 84 84 

 
No 16 16 16 100.0 

 
Total 100.0 100.0 100.0 - 

 
Table 9 – Insurance eliminates the risk in agriculture and promotes for further export 

 

If Insurance is provided, do you think it eliminates the risk in 
agriculture and promotes for further export of your products? 

Frequency Percent 
Valid 

Percent 
Cumulative 

Percent 

Valid 
Yes 100 100 100 100.0 
No 0 0 0 100.0 

Total 100.0 100.0 100.0 - 

 
Table 1 describes about the agriculture background of the respondents where the 

majority of 80% are from the same. Out of the 80% of respondents all are the farmers. As 
mentioned, finding shows that 42.5% respondents have more than 5-10 years of experience 
in agriculture. 

Table 2 shows that all the respondents have agreed that Agriculture can play the major 
role in the economic development of Kurdistan in future as an employment generation, 
increase in GDP, Increase in Government revenue and diversify development. 

From the table 3, it is found that only 22.5% respondents’ produce one product and the 
rest concentrate on more than one product, where vegetables and fruits and millets plays a 
vital role of 75.0% of cumulative percentage, and a minimum of 17.5% are producing poultry. 

From the table 4, it is inferred that majority of 75% are getting help from the 
government of Kurdistan as subsidies. 

According to the table 5, instead of helping the farmers by giving subsidies, majority of 
80% of respondents feel that the govt. does not promote for various crops according to the 
climate conditions 

Table 6 shows the respondents who have totally agreed that the Agri-sector will play a 
primary role in future and it can satisfy the total needs of Kurdistan, according to the 
respondents (Table 7). 

From the table 8, it is found that all respondents have agreed that the FDI in agriculture 
can increase the GDP through the use of Agro-technology. 

Finally, all the respondents were totally agreed that if insurance would be provided it 
can eliminate all the risk and also promote the products for exporting (Table 9). 

To make the 20% of the respondents (table 3) to produce more than one diversified 
products, the govt. of Kurdistan has to concentrate them by providing more information 
regarding the necessity of the produce and by giving more financial assistance. 

 Measures to be taken for the increase of production in farming of poultry as only 
17.5% of the farmers who are indulged in it; 

 To concentrate on the 25% of the respondents who are not aware of the govt. help in 
agriculture, the government has to conduct awareness programs regarding their 
support; 

 For the 16% of the respondents who do not believe in FDI in agriculture could 
increase the GDP through agro-technology, the government of Kurdistan can 
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motivate the farmers in neglecting the information by providing insurance as it 
eliminates the risk in production. 

Proposed models: 
Agriculture Finance and Insurance Scheme for Farmers & FDI Small Investor Scheme for 
Agriculture Export. Planning Department of ministry should take the feedback of existing 
agriculture schemes through its Feedback mechanism assessment system, because these 
existing schemes are not effective in long run. So, Instead of existing scheme government 
can implement my proposed model of agriculture finance & Insurance scheme for crop 
production with some modification according to their needs. 

 

 
 

Figure 4 – Agriculture Finance and Insurance Scheme (Source- Primary Data) 

 

 
 

Figure 5 – FDI Small Investor Scheme for Agriculture Export (Source- Primary Data) 
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For execution of this model, Government has to set-up a special group for 
implementing this scheme. Figure 4 shows; first the special group team is required in making 
this scheme according to the needs for all the climates. Secondly, as this scheme is a target 
based, they have to set the target crops under this scheme, in which the farmers can achieve 
a higher growth. 

If the target production is achieved then this model would provide the following: 
 Finance subsidy of (20-50%) subject to change; 
 If the producer will export the target crops then this scheme will also provide export 

incentive from 2-5 % (subject to change). 
If the target production is not achieved then this scheme will not provide the above 

benefit but another recovery process can start for motivation of farmers, this process will 
provide: 

 Risk cover includes compensation for farmer from indebtness; 
 Fertilizer subsidy for next season crops; 
 Special farming training season could be organized for the farmers in next season 

crop. 
Model in Figure 5 is specifically targeting to small foreign investors, who have the core 

technical expertise in targeting crops production according to climate. This system can help 
to the government for making foreign investment policy with special reference to targeting 
agriculture growth. 

This model is targeted for small investor in SEZ area. In the special economic zone, 
firstly, the crops should be targeted for which the higher growth is required. Corporate firms 
should give the responsibility for achieving targeted planned growth and pooling of all the 
investment is also needed for creating infrastructure in SEZ. For pooling of investment 
resources, FDI participation should be invited from small investor via FDI Small Investor 
Scheme. Investments which are generated through FDI scheme include money, technical 
expertise, skills. This Investment model can help in achieving the targeted production. 
According to the model, if the said investor will achieve the target then they can get 
benefitted from local tax incentive as well as from the export incentives. If the target is not 
achieved then license may be withdrawn. 
 

CONCLUSION 
 

Currently, the Kurdistan region is facing financial crisis is due to the economic 
dependence on oil sector. The government of this region is financially depending on Iraq 
federal budget allocation to Kurdistan. From 2014, the fluctuation in oil prices and terrorism 
threats did affect the revenue of government. Insufficiency of budget did stop the crucial 
development projects of this area. At present, Agriculture sector contribution to GDP is 
only10%, but this sector has the potential to grow very fast. This is notable that this sector 
has the potential to become the primary sector in mere future. Even the regional government 
has made the policies to make it possible but due to inadequacy of fund and technology 
constraints are the major problem for achieving it. Diversification of oil economy to agriculture 
needs some more efforts for planned Investment policies. If these proposed models are 
adopted with some modifications according to needs then, this sector can drastically change 
the picture of Kurdistan economy. 
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ABSTRACT 
Objective of the study is to describe the Management of Surabaya's West Shipping Line 
based on planning, organizing, directing, and supervising. This research is policy-based 
research with a qualitative method approach. The method of data analysis uses interactive 
model analysis with three procedures for data reduction, data presentation and verification. 
In general, the findings of the study, Management of the Surabaya West Shipping Line in the 
Port of Tanjung Perak Surabaya based on planning, organizing, actuating and controlling. 
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Quality public service is one of the keys to get support and trust from the public for the 
government in carrying out the tasks of government and development. Most public 
organizations in Indonesia in various sectors including government, education, health, 
transportation and so on have decreased the quality of services provided (Islamy, 2000) 

One of the priorities for improving the quality of public services in Indonesia is the Sea 
Transportation sector, this is based on the Unitary State of the Republic of Indonesia is a 
maritime country consisting of thousands of islands, located between the two continents of 
Asia and Australia and between the two Pacific and Indian Oceans, so that sea 
transportation has an important and strategic role in relations between nations 

The transportation sector is known as one of the links in the goods and passenger 
distribution network that has developed very dynamically and plays a role in supporting 
economic, socio-cultural and defense security development. At present the development and 
growth of the sea transportation sector has experienced a significant increase. The number 
of ships used for trade and sea shipping has increased quite sharply. Trade through sea 
transportation, including its distribution, will directly or indirectly have an impact on 
macroeconomic indicators such as strengthening stock values and the rupiah exchange rate, 
mobilizing and demobilizing the community, and reflecting the dynamics of the national 
economy. 

Shipping Lines Conditions in several Ports in Indonesia are increasingly crowded by 
the activities of various types of vessels both from domestic and abroad. This solid shipping 
lines condition needs to be balanced with good port area governance so that it can improve 
navigation services and the placement of anchor vessels in the Shipping Lines area. One 
important factor in improving ship loading and unloading services is to pay attention to the 
shipping flow by taking into account the depth of the sea channel and the width of the sea 
channel which aims to avoid the ship with a certain draft from danger of runaway, and so that 
ship traffic entering or leaving the port can be carried out simultaneously (two ways). 
 

THEORETICAL FRAMEWORK AND HYPOTHESIS 
 

Conceptual Definition of Public Services. Public service is an activity of providing 
services or serving the needs of people or communities or other organizations that have an 
interest in the organization in accordance with the basic rules of the procedure determined to 
give satisfaction to the reception of services. 

Discussing public services, the literature mentions the principles of Simplicity, Clarity, 
Certainty of time, Accuracy and Security. 

mailto:abdullah.asryad.0035@gmail.com
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Munir (1995) defines public service as management whose activities are directed 
specifically at the delivery of services to meet public interests or individual interests, through 
appropriate means and satisfying the personal being served. 

There are 3 important elements in public service, the first element, is the organization 
of service providers. The second element, acceptance of services, namely people or 
communities or organizations with interests and the third element is satisfaction given and / 
or received by service recipients. Factors that affect the performance of public services 
include; government officials as organizers (quality of human resources); community or 
customers as users or recipients of public services; legislation; mechanisms and procedures 
for implementing public services; supporting facilities for service delivery; institutions and 
funding sources for public service operational activities, and the most decisive is the 
commitment of top regional chiefs. 

Manulang (1990) states the term management contains three definitions, first 
management as a process, second, management as a collective of people who carry out 
management activities and thirdly management as an art (an art) and as a science. 

Management has four functions, namely planning, organizing, leadership, and 
controlling. From the basic functions of management, then follow-up is carried out after it is 
known that what has been set is "achieved" or "not reached" (Choliq, 2011). 

Terry (1992) gives a sense of management, namely a process or framework, which 
involves guidance or transfer of a group of people towards organizational goals or real 
intentions. This includes knowledge of what should be done, determining how to do it, 
understanding how they should do it and measuring the effectiveness of the efforts that have 
been made 

Furthermore Terry (1992) explained that management functions can be divided into 
four parts, namely planning is the determination of work that must be carried out by the group 
to achieve the goals outlined. Planning includes decision-making activities, because it is 
included in the selection of decision alternatives. Organizing means the process of grouping 
activities to achieve the goals and assignments of each group to a manager. Organizing is 
done to collect and organize all the necessary resources, including humans, so that the 
desired work can be carried out successfully. Implementation is an effort to move group 
members in such a way that they are willing and trying to achieve the goals that have been 
planned together. Supervision is the discovery and application of methods and tools to 
ensure that the plan has been carried out in accordance with a predetermined plan. 

Shipping Lines is part of the main facilities of the Port Master Plan. The shipping Lines 
is part of the port because it serves to support the smooth and safe flow of ships, passengers 
and / or goods traffic, as well as sailing safety and security. Once the importance of the 
shipping Lines for a port is explained in the following theories. According to Salim (1997) Port 
in its position as a sea transportation subsystem is a terminal for carrying out duties for 
loading / unloading goods and passengers, anchoring and anchoring ships and floating tools 
as sea transportation. Based on the duties and activities of the port as the entrance / exit of 
the area, the port requires special areas, both onshore and inland waterways. Also the port 
requires supporting facilities, among others: Shipping Lines and Port Pool, Requirement to 
maintain permanently and continuously from shipping and waterways, port and port ponds, 
as well as those bound to buoys (buoys) which are vessels where ships are anchored - the 
ship waits for the opportunity to dock at the dock. The seaside area that is used as places for 
maintenance and repairs of ships, graving docks and floating docks needs to be provided 
and the watershed used for loading and unloading ships. 

Framework of Thinking and Hypothesis. There are four management functions, 
namely: Business planning and forecasting developed by management into planning. 
Important elements in planning are divided into five categories: capacity, location, layout, 
quality, and service method. Organizing where management plans by involving workers in 
the low contact process. Direction where management provides direction in implementation 
and management control or supervision monitors performance by comparing results with 
detailed plans and schedules. 
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Research on the management of Surabaya West Shipping Lines focuses on 4 (four) 
main management characteristics, namely planning, organizing, actuating and controlling 
port service performance. Service quality and port performance will be effective and effective 
if the management of shipping lines is based on the functions of Planning, Organizing, 
Actuating and Controlling the Shipping Flow. 
 
 
 
 
 
 
 
 
 

Figure 1 – Framework of Thinking 

 
Hypotheses: Harbor service quality will be effective and increase if it is carried out by 

planning, organizing, directing and supervising shipping lines. 
Subject of the Study. The subject of this study is Tanjung Perak Harbor Surabaya and 

West Surabaya Shipping Lines in Surabaya. 
Respondents are related officials / personnel from the Port Administrator, PT. Pelindo 

III, Syahbandar, Scouting, Container Ships, Cargo Ships, and KRI type BU / BAP / BCM. 
Data collection techniques used in this study were through interviews, observation, and 
documentation 

The object of research is the management of Shipping Lines which includes Planning, 
Organizing, Actuating and controlling the operational activities of Shipping Lines. These 
objects become research variables and analyzed using interactive model analysis with three 
procedures, data reduction, data exposure and conclusions / verification 
 

METHODS OF RESEARCH 
 

This study applies qualitative methods that are policy-based research and analyzes the 
performance of organizations in ports, especially shipping lines, namely studies aimed at 
generating input for policy formulation related to operations in the harbor area. In this study 
qualitative methods are used to explain the problems in APBS Management in improving 
organizational performance at the harbor of Tanjung Perak Surabaya. This method is used to 
target the aims and objectives of the study where some of the questions that arise as well as 
the data obtained, such as the relationship of accountability and performance of port 
agencies, coordination of Pelindo with stakeholders related to maritime affairs 

The unit of analysis is Planning, Organizing, Actuating and controlling the operational 
activities of Shipping Lines. 

Data analysis method uses data analysis that has been developed by Miles and 
Huberman (Emzir, 2010), using interactive model analysis with three procedures, namely 
data reduction by conducting a simplification process of data from various sources and 
various methods to determine themes and organize data according to research focus which 
includes planning, organizing, actuating and controlling operational activities of shipping 
lanes. Submission of data is done in a way by using tables and images relating to Planning, 
Organizing, Directing and supervising the operational activities of Shipping Lines. 
Conclusions / verification by means of any conclusions will always continue to be verified 
during the research that involves the interpretation of the researcher 
 

RESULTS AND DISCUSSION 
 

Operational Planning of Shipping Lines in improving Port Quality and Performance. 
The Planning Process carried out by the Port Authority, namely the Port Administrator of PT. 

 
Service Quality 

Management of Surabaya West 
Shipping Lines: 

1. Planning 
2. Organizing 
3. Actuating 
4. ControllingHarbor Quality and  
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Pelindo III covers the planning of widening and deepening Surabaya West Shipping Lines in 
the Madura Strait to be an urgent need to be done immediately so that the flow of goods 
through the Tanjung Perak harbor of Surabaya does not stagnate or is not optimal as it is 
today. PT. Pelindo III as the company that is most ready to become the initiator of the APBS 
planning project or can also be formed a consortium to work on the Surabaya West Shipping 
Lines project. The current condition of the Surabaya West Shipping Lines is only able to 
receive 41,428 movements / year and is getting denser. 

Planning is carried out with the policy of anticipating an increase in the flow of goods 
and ships, so the Tanjung Perak Harbor needs to be developed so that it can function as an 
international port standard and support regional and national industries and economies. The 
development of the Tanjung Perak Harbor in Surabaya must be carried out through a 
strategy to improve the capacity of water facilities and land facilities as well as access to 
ports. In accordance with the plan, the Harbor of Tanjung Perak will be developed in stages, 
covering the stages of urgent rehabilitation, short-term development and long-term 
development. In accordance with the development strategy scenario set by the government, 
the shipping lines, both the Surabaya West Shipping Lines (APBS) and the Surabaya East 
Shipping Lines (APTS), are the main priorities of the three development stages above. The 
needs and capacity of shipping service lines, anchor anchored areas and port pools are 
prioritized to ensure smooth and safe vessel movement. 

Organizing is based on the letter of the Minister of Transportation number AL 703.1.11 
Phb 2012, dated September 24, 2012, PT. Pelindo III is designated as the Business Entity of 
the Initiator of the Development and Management of the Surabaya West Shipping Lines. 
Organizing attention to safety and security sailing in the waters or at the Surabaya West 
Shipping Lines in order to avoid accidents can also be interpreted that the ship is in shipping 
while preserving the environment of the shipping lines so that it can avoid conflicts in the 
utilization of Surabaya's Tanjung Perak Harbor waters. Every ship sailing in the Surabaya 
West Shipping Lines or port must be carried out at a safe speed and adjusted to the 
conditions of the waters and under the supervision of the Harbor Administration (ADPEL) 
Tanjung Perak Surabaya 

Navigation or activities in the waters that can endanger sailing safety, must be 
designated as a safety zone by placing a mark in the form of SBNP in accordance with 
applicable regulations, which are then broadcast through coastal radio stations (SROP), 
Indonesian News / Maritime Sailors News (KN / BPI) and or through online media or 
websites. In addition, it is necessary to be informed about the condition of the waters and 
continuous weather updates, such as signs of a storm occurring which result in high waves 
and high currents and changes. In order to maintain order and navigation safety and security 
in the shipping lane, every marine activity plan must be coordinated with the Directorate of 
Navigation at the Tanjung Perak Harbor of Surabaya so that there is no overlap in the 
placement or construction of marine facilities that can disrupt the smooth flow of shipping 
activities in and out of ports. 

Organizing is carried out with news broadcasting delivered and broadcast widely 
through coastal radio stations (SROP), coastal earth stations in shipping and website / 
Online telecommunications networks in the order of priority and must fulfill news 
broadcasting provisions, including news on danger, meteorology and shipping broadcasts in 
port waters Tanjung Perak Surabaya. SBNP installation is a facility that is built or formed 
naturally that is outside the ship and serves to assist the navigator in determining the position 
and / or direction of the ship as well as notifying shipping hazards and / or obstacles for the 
sake of safety in the Surabaya West Shipping Lines. This SBNP is installed to provide 
guidance on prohibited zones that must not be entered by every ship passing through the 
area 

Operational Actuating of Shipping Lines in improving Port Quality and Performance. 
The actuating is carried out by the Harbor Authority, namely the Port Administrator of PT. 
Pelindo III conducts scouting activities for incoming vessels, dockers and ships out of 
wharves in the Surabaya West Shipping Lines. Guiding guidance activities include Safety 
Guiding aspects, Pandu Net Waiting Time, Postpone Time (PT), Approaching Time (AT) and 
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Tugboat Availability. The briefing activities included transportation and logistics flow at 
Surabaya West Shipping Lines starting from ships entering port waters, anchored ships, 
docked ships at the dock, loading and unloading goods to and from ships, until the ships 
exited the port waters. This activity will provide an indicator of success in managing the 
Surabaya West Shipping Lines and the Tanjung Perak Harbor of Surabaya itself. 

Scout Division, together with the Navigation Bureau and Surabaya West Shipping 
Lines is the operator of scouting services for incoming vessels, dockers and ships out of the 
pier at the Surabaya West Shipping Lines. This achievement can determine the level of 
responsiveness that supports port performance. The results of KPI measurements from each 
division will then be recapitulated by the Performance Control Division and the PFSO. The 
frequency of monitoring is carried out consistently over a period of time, such as: per hour, 
per shift, per day, per week, two weeks, per quarter. The measurement results will describe 
the service quality and port performance that can be provided by the Harbor of Tanjung 
Perak in a certain period 

Controlling of shipping operations in improving Port Quality and Performance. In 
carrying out the control, the Harbor Authority, namely the Harbor Administrator of PT. Pelindo 
III conducts activities to carry out scouting services. Because pandu is considered a 
navigator who is very aware of the conditions and nature of local waters in addition to his 
expertise to control the ship through advice or command orders to the captain so that the 
ship can sail a waters safely. To be able to carry out the task of scouting properly, supporting 
facilities are needed in the form of Guiding Service Assistance Facilities (SBPP): 

 Guiding Motor is a ship that serves to deliver or pick up guides to and from ships in 
the middle of the sea; 

 A tugboat is a ship that serves to assist the guide in the process of removing / 
anchoring the ship from and to the dock and to guard the narrow shipping lines; 

 Kepil ship is a ship that serves to help remove and deliver ropes to and from the pier. 
In addition to SBPP, guidance is also needed to install the Shipping Navigation 

Assistance Facility (SBNP) to facilitate the entry and exit of ships passing through the APBS. 
Scouting services, port activities, and ideal conditions of the Surabaya West Shipping Lines 
can affect the productivity and service quality of the Harbor of Tanjung Perak Surabaya. If 
high productivity and quality of service, both ships and goods, that use the Surabaya West 
Shipping Lines, can affect the performance of the Harbor of Tanjung Perak Surabaya. 
 

DISCUSSION OF RESULTS 
 

Management of the Surabaya West Shipping Channel (APBS) at Tanjung Perak 
Harbor Surabaya is based on the principles of management consisting of Planning, 
Organizing, Actuating and Controlling. The planning function is an activity that starts from the 
discussion of the initial idea up to the implementation. 

Likewise the Harbor Authority, namely the Port Administrator of PT. Pelindo III, the 
planning function occupies the most important part in the process of managing the West 
Surabaya Shipping Lines (APBS). The planning process in the Management of the Surabaya 
West Shipping Lines (APBS) includes several steps, namely the policy of anticipating an 
increase in the flow of goods and ships. Tanjung Perak Harbor Planning will be developed in 
stages, including urgent rehabilitation, short-term development and long-term development. 
The plan is carried out with the policy of anticipating an increase in the flow of goods and 
ships, the harbor of Tanjung Perak will be developed in stages, including the phase of urgent 
rehabilitation, short-term development and long-term development. Based on the description, 
it can be concluded that the planning function implemented by the Harbor Authority, namely 
the Harbor Administrator of PT. Pelindo III in Management of Shipping Lines can be said to 
be good. This can be seen from the port development plan to anticipate the increase in 
shipping flows. 

The organizing function implemented by the Harbor Authority is the Harbor 
Administrator PT. Pelindo III is run in a normative manner and runs well like general 
corporate organizations. In the organizing function, the output produced is an organizational 
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structure so that the division of tasks is more focused. The part that must implement the 
company's plan to handle the shipping channel is in accordance with its responsibilities and 
authority. Organizing is realized with the pattern of employment relations between port 
operators, port users and service providers has not been optimally synchronized, especially 
those connected with the issue of openness and trade procedures. 

Actuating at the organization in the form of directing a leader so that his staff are willing 
to carry out the task, encourage and motivate subordinates, and create climate or work 
atmosphere, especially in the management of shipping lines. The function of actuating is 
important for an organization because each organization ideally has its own ideology and 
vision and mission. If the directional function can be applied in a directed manner, the staff 
will fully understand the objectives of the organization they are shading. Actuating here is 
closely related to the responsibilities of each level of the section. The Actuating function is 
aimed at the part to carry out their responsibilities. At the Port Authority namely the Harbor 
Administrator of PT. Pelindo III actuating function is carried out at the first level of the ship 
guidance section, the relevant Division is responsible for making KPI achievement reports 
and the report will then be examined by the Performance Control and PFSO Division. 

The controlling function of the Harbor Authority is the Harbor Administrator PT. Pelindo 
III is carried out by all parts. In other words, all parts have the responsibility to oversee the 
course of shipping lines, even though vital supervision is fully carried out by the Head of the 
Port Authority, namely the Port Administrator of PT. Pelindo III. Supervision is a systematic 
effort to set standards for implementation with planning objectives, designing feedback 
information systems, comparing real activities with predetermined standards, determining 
and measuring deviations and taking corrective actions needed to ensure that all company 
resources are used in the most effective and efficient way to achieve company goals 

This finding is in line with the opinion of Terry (1992) that management is a process or 
framework, which involves guidance or transfer of a group of people towards organizational 
goals or real intentions. This includes knowledge of what needs to be done, determining how 
to do it, understanding how they should do it and measuring the effectiveness of the efforts 
that have been made. Planning is a management function that plays an important role in 
efforts to achieve a goal well. In other words, planning is a process for systematically 
preparing activities that will be carried out to achieve certain goals. Therefore, in essence the 
planning aspect always exists in every type of organizing activity as one of the management 
functions is to create a formal structure where work is determined, divided and coordinated. 
actuating / motivating as "the whole process of giving motives works to subordinates in such 
a way that they want to work sincerely in order to achieve organizational goals by efficient 
and economical supervision is an attempt to determine what has been achieved, conduct an 
evaluation of it and take action - corrective action if needed to ensure that the results are as 
planned. 
 

CONCLUSION 
 

Based on observations and interviews, the Harbor Authority namely the Harbor 
Administrator of PT. Pelindo III has carried out management of Shipping Lines by planning 
the widening and deepening of the Surabaya West Shipping Lines in the Madura Strait. 
Planning activities are carried out with the policy of anticipating an increase in the flow of 
goods and ships. planning. Tanjung Perak Harbor will be developed in stages, including 
urgent rehabilitation, short-term development and long-term development. 

Organizing is realized through a pattern of working relations between port operators, 
port users and service providers that have been optimally synchronized, especially those 
connected with the issue of openness and trade rates, which results in easier bureaucracy, 
lower service time and flow of services. Short loading and unloading time does not result in 
waiting, delay and stacking of goods and ships that will enter or exit Tanjung Perak Harbor 
Surabaya through Surabaya West Shipping Lines. 

The Actuating was carried out with scouting activities for incoming ships, dockers and 
ships out of the pier at the Surabaya West Shipping Lines. Guiding guidance activities 
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include Safety Guiding aspects, Guides of Net Waiting Time, Postpone Time (PT), 
Approaching Time (AT) and Tugboat Availability. PT Pelindo III (Persero) Tanjung Perak 
branch in measuring service activities has used KPI which functions as a quality target in 
carrying out service activities and shows the level of port performance. The division 
concerned is responsible for making KPI achievement reports and the report will then be 
examined by the Performance Control and PFSO Division. 

Controlling is carried out to prevent the occurrence of ship accidents and other losses 
in shipping are by carrying out scouting services. Because pandu is considered a navigator 
who is well aware of the conditions and nature of local waters in addition to his expertise to 
control the ship through advice or command orders to the captain so that the ship can sail a 
waters safely. 
 

RECOMMENDATIONS 
 

By considering the Surabaya West Shipping Lines management concept that has been 
summarized above and looking at several factors that support the management of the 
Surabaya West Shipping Lines itself, the authors formulated a number of recommendations 
and suggestions to improve the performance of the Surabaya Tanjung Perak Harbor through 
the management of the Surabaya West Shipping Lines, namely for the inventory process of 
Shipping Navigation Assistance Equipment and Shipping Safety Infrastructure. increasing 
cooperation between institutions and implementing relations and developing equipment that 
can function and in accordance with regional conditions, as well as improve relations 
between implementing relevant agencies. 

Improve internal coordination of each shipping safety operator and increase operational 
human resources as well as include officers / operators in the field in carrying out their duties 
as the spearhead in helping improve shipping safety. 

In anticipating the future volume of loading and unloading of goods, it is necessary to 
have supporting facilities in the form of navigation safety and security guarantees in the 
shipping lane, berth / dock facilities, and adequate goods / container service facilities to 
support the smooth flow of traffic and regulation. Traffic in the Surabaya West Shipping Lines 
APBS so that it can support the economy of Surabaya and East Java. 
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ABSTRACT 
The earthquake that occurred on May 26, 2006 in Yogyakarta resulted in 6,234 deaths and 
46,148 displaced people. 37 heads of families occupied Winongo Ex Station in the former 
railway line in Glondong Tirtonirmolo village, Kasihan Bantul, Yogyakarta. The location 
occupied was the Sultan Ground (SG) land. In the course of time, the residents asked 
permission from the court to get the right to use the land or called Serat Kekancingan. 
The Yogyakarta Palace gave the answer that the Permit had been given to someone who in 
fact never lived, the land also became the object of buying and selling by irresponsible 
persons, and someone acted on behalf of the palace expert's interest and claimed to be the 
legitimate heir to the land. This study aims to develop the model of citizen advocacy to get 
the clarity on the status of land inhabited by using the Participatory Rural Appraisal (PRA) 
approach. The community is involved to actively participate in formulating the problems and 
finding the solutions to the problems. Research results show that the land status of the 
Yogyakarta Sultanate is under the authority of Panitikismo who has the right to issue a permit 
or kekancingan. The name in serat kekancingan can be changed or it is called liyeran. The 
people who want to use or obtain status submit a request through dukuh or the head of the 
village which is forwarded to the village, and approved by the Land and Spatial Agencies of 
the regency which is then sent to the Panitikismo of the Yogyakarta Palace. The association 
was formed to facilitate the coordination and management. 
 
KEY WORDS 
Participatory rural appraisal, sultan ground, advocacy, public service. 
 

As many as 37 Family Heads occupied Winongo Ex Station precisely in the former 
railway line in Glondong Tirtonirmolo village, Kasihan, Bantul, Yogyakarta. The location 
occupied was the land of Sultan Ground (SG). The residents' houses built on SG land were 
mostly the only houses they had and not a second or alternative houses so that the residents 
were very dependent on the land. Even if there were residents' house which function as the 
second homes, new residents occupied land from buying from the first person who occupied 
the land. Some residents who occupied Ex Station of Winongo were recorded as poor 
families who received the benefit from PKH (Program Keluarga Harapan/ Family Hope 
Program) who needed help in the form of facilities. 

Starting from the earthquake that shook Yogyakarta on May 27, 2006 which devastated 
residential areas, this earthquake disaster raised new problem which was the condition that 
the residents' houses were destroyed. The house that used to be occupied by a number of 
families was then divided by inheritance by family consultation. Finally, some residents who 
did not get the land got the rice fields, which eventually ended up for medical expenses. 
Some residents who then did not have land to build temporary houses then used ex-railroad 
land with the status of Sultan Ground. The land that was occupied turned out to have been 
plotted by irresponsible parties and who acted on behalf of local officials and traded. 

In the course of time, residents asked permission from the court to obtain land use 
rights or serat kekancingan. The Yogyakarta Palace gave the answer that a permit had been 
given to someone who had never appeared until now, plus the land had become an object of 
sale and purchase by irresponsible persons. Lately there are people that claimed to come 
from Sri Sultan Hamengkubuwono VII who claimed to be the heirs as well as the legal 

mailto:lailanafisah71@gmail.com


RJOAS, 1(85), January 2019 

413 

owners of the land or called as eigendom rights. There have been many reports from the 
citizens who felt cheated by these people and lost up to ten million rupiahs by buying the 
right to use the land and depositing some money to them. 

Based on the problem explained previously, this study aimed to formulate an advocacy 
model for the citizens to get clarity on the status of land that is currently inhabited and 
unravel the tangled thread that occurred in the area. Concerning the complexity of the 
problem that occurred, then the approach to be taken is to use the Participatory Rural 
Appraisal (PRA) method by inviting the community to participate in formulating problems to 
find the solution to problem. The time to conduct this research was divided into 3 years. The 
first year was conducting a problem assessment and activity advocacy planning. The second 
year was the implementation of activities and advocacy, and the third year was assisting the 
community. 

The aim to be achieved in this study is that the citizens have the clarity on the status of 
the land occupied by the possession of surat kekancingan or official certificate from the 
Yogyakarta palace. However, the problem faced was so complex that it required an 
appropriate advocacy model, which was based on the results of assessments that had been 
explored directly from the community as a program target with related parties such as the 
Village Government, Youth Organization and Community Groups. This approach is known as 
Participatory Rural Appraisal (PRA), which means directly involving the community and 
related parties in the formulation of their problems, exploring the right solutions, providing 
training and mentoring on the implementation of the formulation of the empowerment model 
produced. 

The model that was formed was directed to be able to realize the life of the citizens of 
Winongo ex-railroad station which occupied the Sultan Ground which is safe, peaceful and 
secure by acquiring status over the land used. This model is a policy formulation that can be 
taken by citizens in order to obtain a certificate or a letter of use rights on the land of the 
Yogyakarta palace as legality for land use and to avoid misuse or fraud from irresponsible 
persons. 
 

LITERATURE REVIEW 
 

Participatory Rural Appraisal (PRA) to develop community participation [1]. With the 
basic ideals that advocacy activities are ultimately developed and owned by the community 
themselves because they are more familiar and know the problem faced better. The 
community is directed to be able to see the conditions of their own point of view [2]. This 
model also helps to educate the social problem of the community. It also functions as the 
empowerment of the role of facilitator and activist to fight for a better goal of life together. 

Social problems are important to solve because people, especially children, are more 
vulnerable to being affected, which can result in weak health, poor mental health, cognitive 
problems and limited life opportunities [3]. Settlement of social problems must involve the 
people themselves by recognizing the potential to improve the abilities [4]. The community 
empowerment process that is implemented is to strive for the community to develop their 
own abilities so that the ability they have is able to free them to overcome problems and 
make decisions independently [5]. 

The process of community empowerment is carried out by strengthening the capacity 
of the community through providing access to resources, and creating accommodative 
services [6]. The results of the field survey show that residents have not been fully prepared 
for changes in which they have limitations including the ability of human resources, the lack 
of infrastructure, the limited access to information and the income that is largely supported by 
the agricultural labor. This is consistent with the tendency that indigenous people tend to be 
marginalized and have limitations [7]. 

The basic concept of participatory research is to know the challenges/ problems faced 
by society and find solutions [8]. Empowerment efforts are based on meeting the needs of 
the community itself so that the community is able to develop and overcome its own 
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problems independently, in a sustainable manner [5], so as to produce targeted solutions in 
accordance with the local and regional needs [9]. 

The PRA technique is a direct learning process of the community to optimize self-
awareness and responsibility [10], focusing on spatial and socio-economic aspects to get 
overall efficiency [11] which is packaged in the form of Focus Group Discussion (FGD) in its 
participatory approach [12]. 

Yogyakarta Province has privileges in the State of Indonesia in managing its own 
household, namely the procedures for filling positions, duties and authority of the governor 
and deputy governor; government institutions, culture, land and spatial planning [13]. The 
palace land is sultan's land which is used and inhabited by sultan and his family [14]. 

The Yogyakarta Palace was established after the Giyanti agreement on February 13, 
1733 which divided the kingdom into 2 namely Surakarta Sunanate and Yogyakarta 
Sultanate [15]. The Surakarta and Yogyakarta regions used to be regions of swapraja, which 
is the name for the area ruled by the Dutch East Indies. The highest authority over land 
ownership is king and there is nothing at the same level of property rights [16]. 

The Law No. 5 of 1960 concerning the Basic Agrarian Regulations states that the rights 
and authority of the earth, water, and swapraja are removed and moved to the state [17]. 
Swapraja/ self-government land is for the government, heirs of the authorities, and is 
distributed to the people through a land redistribution program [18]. Sri Sultan HB IX on 
October 12, 1983, as the Governor of the Special Region of Yogyakarta said that the 
authority of agrarian affairs was aligned with the national agrarian policy so that in 
Yogyakarta, it was held as a matter of deconcentration because it included the substance of 
the special features of the Yogyakarta Special Region [17]. 
 

METHODS OF RESEARCH 
 

The object of this research was families who did not own land and occupied Winongo 
Ex Station in the former railway line in Glondong Tirtonirmolo village, Kasihan, Bantul, 
Yogyakarta. The location of the research was in Glondong Tirtonirmolo village, Kasihan, 
Bantul, Yogyakarta. 

The data used in this study are primary data and secondary data. The primary data are 
in the form of data obtained directly through observation, interviews, surveys, assessments 
and direct observation of the object to be studied. Survey was conducted to dig the 
information from the questionnaires on 32 residents in the area who had the status of land 
which belonged to the Yogyakarta Sultanate to find out the licensing and management 
patterns, and the rules on the use of the Sultan Ground in the palace area. Whereas the 
secondary data are in the form of data obtained indirectly or the data obtained from the local 
government. 
 

RESULTS OF STUDY 
 

Regional Data Creation. The results of data collection through Focus Group 
Discussions (FGDs) and questionnaires of the residents provide an overview of the following 
conditions. 

Based on the age category according to the Ministry of Health, the graphic above 
shows that the majority of Glondong residents are elderly, which is 66%, followed by adults 
31% and teenagers 3%. This shows that most of the residents of the Sultan Ground in 
Glondong are elderly. 

The graph above shows that the residents of Sultan Ground of Glondong population 
are divided into 2 which are 50% indigenous people and 50% migrants. These migrants 
usually came from ex-refugees from the Yogyakarta earthquake in 2006 who no longer had a 
place to live. 

The picture above shows the level of education of Glondong residents. The majority of 
them are high school graduates which are 53%, 19% junior high school, 13% elementary 
school, 3% undergraduate and those who do not go to school are 12%. The community has 
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the opportunity to develop according to the level of education and understand the process of 
citizens' rights status. Providing education and understanding about politics and citizenship. 
 

 
Figure 1 – The chart of the residents based on the age 

 

 
 

Figure 2 – The chart of the indigenous residents and the migrants 
 

 
Figure 3 – The education of Glondong residents 

 

 
 

Figure 4 – Winongo Ex Train Station 
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Glondong Village is located on Jalan Bantul Km 6.5. It is often called Winongo Village 
because there is a Winongo Station. Winongo Station is an inactive train station in Glondong, 
Tirtonirmolo, Kasihan, Bantul. The station is included in the Operational Area VI of 
Yogyakarta built by the Netherlands-Indische Spoorweg Maatschappij (NIS), the first railway 
company in the Dutch East Indies, the construction of the station was started in 1895 and 
completed in 1912-1919 as the development of the Yogyakarta - Sewugalur crossing railway 
line. 

Winongo Station is close to tMadukismo Sugar Factory so that a branch line was built 
into the factory for transportation. In 1973, the station and its line were closed. Winongo 
station building was damaged when an earthquake shook Bantul district in 2006 and then the 
residents took the initiative to fix it. Currently the station building is still there and is used by 
residents as the place for meeting centers and activities of youth organizations. 
 

 
 

Figure 5 – The occupation of the residents 

 
Most of the residents of Glondong village work as entrepreneurs or merchants which 

are 41%. There were 22% of them who do not work due to the old age. There were 19% 
laborers, 6% workers, 6% retirees and the remaining 6% are housewives. The people who 
live in Sultan Ground are middle to low-income people who need assistance for family 
welfare. 

The Sultan Ground land occupied by the residents of Glondong village is classified as 
densely populated land and there are still many remaining railroad tracks from Winongo 
station so that it is not possible to make agricultural land there as the main livelihood, but it is 
still possible to make a garden with fruit trees even though it is not wide. 
 

Table 1 – The usage of land functions 
 

Functions Area 

House 2380 

Garden 100 

Warehouse 60 

Shop 40 

 

 
 

Figure 6 – The sketch of Glondong village 
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The data above shows that the residents use the majority of land for housing and some 
small parts for gardens, warehouses, and businesses. 

In the sketch of the Glondong village, the majority of the area is occupied by residents' 
houses, divided into several RT areas, and bordered by rivers on the east side. 

Glondong Village is located in the government area of Tirtonirmolo Village, Kasihan 
District, Bantul Regency, Yogyakarta Province. Glondong Village is divided into 3 RTs and it 
has Youth Organization, PKK (women organization), and many of the residents are the 
members of the Street Vendors Association (Asosiasi Pedagang Kaki Lima/ APKLI). 

The results of processing potential data owned by residents of Glondong village are: 

 The majority of the population has high school education, which is 53%, which allows 
them to understand things; 

 The age of the 66% population is old so that they have more maturity in dealing with 
conflict; 

 Half or 50% of the population are indigenous people who are very familiar with 
environmental conditions; 

 As many as 31% of the residents stated that they knew the procedures for obtaining 
licenses for the use of the Sultan Ground; 

 As many as 25% of the residents have obtained serat kekancingan or a land use 
permit from the Yogyakarta palace. 

The problem faced by the residents of Glondong Village is: 

 Citizens who do not have serat kekancingan or the permission to use sultan's land are 
75%; 

 Citizens who do not know how to obtain serat kekancingan are 69%; 

 The number of elderly people is 66% who are unproductive and resigned. 
Based on the results of the data, a SWOT analysis was made as below. 

 
Table 2 – SWOT Analysis 

 

 Strength (S) Weakness (W) 

 

Utilizing the education that they have to 
access legal clarity; 
Utilizing the equality of the residents to collect 
the data; 
Residents give education and understanding 
to each other, especially to those who do not 
know the clarity of the land status 
 

Providing education about the land status to the 
residents; 
Assisting the residents, especially the elderly in the 
management; 
Forming a community to help each other 

 

Use the village network to convey aspirations 
up to the district level and the National Land 
Agency; 
Using the bureaucracy and government lines 
to be able to access the land section or 
panitikismo of the Yogyakarta palace 

 

 
Based on the results of the SWOT analysis above, an advocacy model can be 

formulated as follows: 

 Collect data on residents of Glondong village who occupy the Sultan's land; 

 Data collection includes the identity of the population, the area of land occupied and 
the location plan; 

 Data collection is sent to the village head to get a certificate of land occupied that it is 
not in dispute; 

 Collectively submit a request letter to obtain serat kekancingan to the sultan ground 
manager, in this case the panitikismo of the Yogyakarta palace, which is directed to 
KGP Hadiwinoto Kawedanan Hageng Punokawan Wahono Satrokriyo Keraton, and 
acknowledged by the local government; 
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 Submit a letter of ownership rights to the National Land Agency (Badan Pertanahan 
Nasional/ BPN); 

 Form a community of residents of Sultan Ground to help each other and keep them 
from unwanted people. 

 
CONCLUSION 

 
Based on the results of the Study with a Participatory Approach in Glondong 

Tirtonirmolo Village, Kasihan, Bantul, Yogyakarta, it can be concluded that: 

 The majority of residents still do not have a permit to use Sultan Ground which can 
cause problems in the future; 

 To get serat kekancingan, it is necessary to collect data on the residents and the 
occupied land; 

 Submitting a letter of application for serat kekancingan to Panitikismo of the 
Yogyakarta palace and a letter of ownership rights of benefit to National Land Agency/ 
BPN; 

 Forming a community to provide education, understanding, and mentoring to the 
residents. 
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ABSTRACT 
This study aims to measure and analyze the management of the accounting environment for 
the firm performance with green innovation as an intervening variable. The variables used 
are environmental management accounting firm performance, green innovation. This study 
uses secondary data from manufacturing. A total of 101 companies were sampled in this 
study. The data were analyzed using descriptive statistics, validity and reliability tests using 
the SPSS 20. The results showed that the accounting management environment was 
adequate for the performance of companies with green innovation. 
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Issues regarding the environment are serious problems and need special attention. 
Every year, global environmental conditions begin to show significant changes. Global 
warming is one of the negative effects of environmental problems that cannot be avoided. 
The drastic rise in temperature and uncertain climate change is a threat to survival. Global 
warming not only triggers weather disruptions, but also results in reduced availability of clean 
water, disruption to food security, declining quality of public health, and increased intensity of 
disasters. The problems related to climate change and global warming that is currently being 
faced are the real impact of the industrial revolution. The industrial revolution is a massive 
change from an agrarian economy to an industrial economy that uses machinery and fossil 
fuels in the production process. In the beginning, the industrial revolution was born to 
increase production significantly and change the economic, political and social life systems in 
the UK in a better direction. Two centuries after the realization, the industrial revolution 
proved to bring better changes in the economic, social and political fields in other countries, 
including Indonesia. Ironically, the increase and expansion of the industrial sector in various 
countries, including the United Kingdom, is not in harmony with environmental awareness 
and sensitivity. Three centuries after the realization of the industrial revolution, the negative 
impact of development and industrial activity on the new environment was felt. 

The application of good environmental management accounting in the company will 
have a lot of impacts on the company, one of which is to increase company performance 
(saeidi and sofian, 2014). Firm performance is defined as the company's current performance 
as a whole in the context of product and service quality, employee morale, employee skills, 
productivity and labor efficiency, and the level of profit that is understood as an increase in 
overall profits based on sales of products and services ( Thomas B, et al. 2008: 27). In other 
words, firm performance is the ability of a company to achieve its objectives by using 
resources efficiently and effectively in accordance with the list statement (2010) in Sosiawani 
(2015). In the implementation of environmental management accounting has an effect on 
green product innovation and green process innovation as in the research conducted by 
Saeidi et al. (2013) concluded that there was a significant positive relationship between the 
uses of EMA on innovation. The application of Green product and Green process innovation 
in the company produces various capabilities of the company in gaining competitive 
advantage; consequently innovation green is considered as an important factor in improving 
the performance of the company (Saeidi et al., 2013). Environmental issues and pressure from 
various parties make the company in its production process must pay attention to the 
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interests of stakeholders. So in doing green product and green process innovation, 
companies must pay attention and get support from stakeholders. If the company conducts a 
green product and green process innovation, it is fully supported by stakeholders, so in the 
eyes of stakeholders the company has received positive values, and stakeholders will be 
interested in using the company's products so that the company will benefit. The benefits will 
automatically improve company performance (De beer and Friend, 2005). 
 

LITERATURE REVIEW 
 

Environmental Management Accounting, Firm Performance, Green Innovation. The 
application of a good Environmental Management Accounting in the company will have many 
impacts on the company, one of which is an increase in company performance (Saeidi and 
Sofian, 2014). Firm performance is defined as the company's current performance as a 
whole in the context of product and service quality, employee morale, employee skills, 
productivity and labor efficiency, and the level of profit that is understood as an increase in 
overall profits based on sales of products and services ( Thomas B, et al. 2008: 27). In other 
words, firm performance is the ability of companies to achieve goals by using resources 
efficiently and effectively in accordance with Daft's statement (2010) in Sosiawani (2015). 

Environmental Management Accounting focuses on physical material inputs and 
outputs that allow managers to assess aspects related to material from the company's 
environmental performance. Input and output of physical material include waste, emissions, 
operating materials, equipment efficiency. Information on costs related to the environment 
that are in the EMA system can help managers manage corporate performance (firm 
performance) both environmental and economic perspectives (Sirisom and Sonthiprasat, 
2011). The application of EMA in companies has a weak positive relationship that is 
significant with firm performance according to the conclusions of the research conducted by 
Ramli and Ismail (2013). The application of EMA will help organizations reduce operational 
costs significantly and will result in large cost savings in addition to increasing company 
performance and superiority of differentiation can also be achieved (Ramli and Ismail, 2013). 
Link and Naveh's (2006) study states that the results of the study do not support a positive 
relationship between EMA and firm performance because there are several companies in 
Israel that do not yet have an ISO 14001 certificate where the certificate shows the 
company's attention to environmental issues that lead to improved company performance. 

H1: Effect of Environmental Management Accounting (EMA) on Company Performance 
(Firm Performance). 

H2: Effect of Environmental Management Accounting on Green Product Innovation. 
H3: Effect of Green Process Innovation on Firm Performance. 
H4: Effects of Environmental Management Accounting on Firm Performance with Green 

Product Innovation as a Mediation Variable. 
The population companies listed on the Indonesia Stock Exchange in the period 2012-

2016. Sample is 101 manufacturing companies that publish financial reports and annual 
reports on the IDX website (Indonesia Stock Exchange) from 2012-2016. 

Regression models, among others: 
 

Product = β_1.EMA + e Model 2 
Process = β_2.EMA + e Model 3 

FP = β_3.EMA + β_4.Product + β_5.Process + e 

 
 

RESULTS OF STUDY 
 

This research was conducted to find out, test, and prove the influence of environmental 
management accounting on firm performance with innovation green as an intervening 
variable. Based on table 1, environmental management accounting (EMA) has the lowest 
value of -0.4246 and the highest of 0.2755. Based on the data in appendix 2, the lowest 
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value of EMA is owned by PT Tjiwi Kimia Paper Factory (TKIM) in 2012 and the largest value 
of EMA is owned by PT Indah Kiatpulp & Paper (INKP) in 2014. The average EMA owned by 
the sample is 037828 with a standard deviation of 0.1109585. This shows the level of 
distribution of EMA data has a variation level of -293.32%. The variation level shows that the 
EMA of the sample company is relatively uniform which means the sample company is still 
not efficient in managing its environmental accounting management because the average 
EMA value is still below 50%. 
 

Table 1 – Descriptive Analysis 
 

n/n N Minimum Maximum Mean Std. Deviation 
EMA 101 -.4246 .2755 -.037828 .1109585 
FP 101 -.1560 .5635 .087116 .1107765 

PRODUCT 101 .0001 .0084 .001812 .0016085 
PROCESS 101 .0001 .0167 .004974 .0038384 

Valid N (listwise) 101  
 

Source: Data processed, 2018. 

 
Company performance (FP) has the lowest value of -0.1560 and the highest is 0.5635. 

The lowest value of the company's performance is owned by PT Intikeramik Alamsari Industri 
(IKAI) in 2016 and the company with the highest value is owned by PT Multi Bintang 
Indonesia (MLBI) in 2016. The average company performance (FP) of all sample companies 
is 0, 087116 with a standard deviation of 0.1107765. This shows the level of distribution of 
company performance data has a variation level of 127.16%. The level of variation shows 
that the performance of companies owned by sample companies is relatively fluctuating, 
where the company's performance in the sample company exceeds 100%. Fluctuating 
corporate performance as measured by FP shows that the company's ability to manage 
company assets to produce relatively different profitability caused by differences in company 
assets, some has very large amounts of assets and very small assets. 

Green product innovation (PRODUCT) has the lowest value of 0.0001 and the highest 
is 0.0084. The lowest value of innovation green products is owned by PT Duta Pertiwi 
Nusantara (DPNS) in 2013, 2014, 2016, PT Indomobil Sukses Internasional (IMAS) in 2013 
and 2015, PT Asia Pacific Fibers (POLY) in 2015, and PT Pelangi Indah Canindo (PICO) in 
2016. While the highest value is owned by PT Unilever Indonesia (UNVR) in 2013. The 
average product owned by all sample companies is 0.001812 with a standard deviation of 
0.0016085. This shows that the distribution level of green product innovation data has a 
variation level of 88.77%. The level of variation shows that the innovation of green product 
conducted by the sample companies is relatively uniform, where the innovation value of 
green products in the sample companies is less than 100%. This shows that innovation green 
products conducted by sample companies are still not optimal in use, seen from the still 
many companies that obtain minimum values in implementing environmentally friendly 
product innovations. Green process innovation (PROCESS) has the lowest value of 0.0001 
and the highest value is 0.0167. The lowest value of green process innovation is owned by 
PT Merek (MERK) in 2014. The highest value is owned by PT Semen Baturaja (SMBR) in 
2013. The average process owned by the sample company is 0.004974 and for the standard 
deviation is 0, 0038384. This results in the level of distribution of green process innovation 
data having a variation of 77.17%. The level of variation indicates that the green process 
innovation conducted by the sample companies is relatively uniform, ie less than 100%. This 
shows that green process innovation conducted by all sample companies is still not optimal, 
judging from the value of adding a smaller technology burden compared to the total sales from 
related companies. 

Hypothesis 1 Based on the results of multiple linear regression tests it can be 
concluded that EMA has an effect but not significant on firm performance. This can be seen 
based on the significance value of the calculation (Sig) of 0.823> the confidence level of 0.05 
(5%). 

Based on the EMA regression coefficient value of 0.023, it can be concluded that EMA 
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can improve company performance and have a positive impact on firm performance. Based 
on the significance value of the calculation and regression coefficient, it can be concluded 
that EMA has a positive effect on firm performance and proved to be insignificant, so that 
hypothesis 1 (one) is rejected. 

Hypothesis 2 Based on the results of a simple linear regression test it can be concluded 
that EMA has a significant positive effect on green product innovation. This can be seen 
based on the significance value of the calculation (Sig) of 0.036. The calculated significance 
value is 0.036 <0.05 (5%). 

EMA regression coefficient value of 0.209, it can be concluded EMA has a positive 
impact and can also increase the application of green product innovation (green product 
innovation). Based on the calculated significance value and regression coefficient, it can be 
concluded that EMA has a positive effect on green product innovation and proved significant. 

Hypothesis testing 3 is the effect of green process innovation on firm performance 
carried out using multiple linear regression analysis. 

Based on the results of multiple linear regression tests it can be concluded that green 
process innovation has a positive and significant effect on firm performance. This can be 
seen based on the significance value of the calculation (Sig) of 0.077. The calculated 
significance value is 0.077 <0.1 (10%). 

Green process innovation regression coefficient of 0.178, it can be concluded that the 
use of green process innovation (green process innovation) in manufacturing companies has 
a positive impact on firm performance and can improve company performance. Based on the 
calculated significance value and regression coefficient value to see the effect of green 
process innovation on firm performance, it can be concluded that green process innovation 
has a positive effect on firm performance and proved significant. 

Effects of Environmental Management Accounting on Firm Performance with Green 
Product Innovation as a Mediation Variable 

Hypothesis 4: Based on path analysis (path analysis) using the Sobel test shows that 
green product innovation can mediate the relationship between Environmental Management 
Accounting (EMA) and firm performance (company performance). Through the results of the 
Sobel test it can be seen that the indirect effect of EMA on performance firms has a t-count 
value of 2.018625, where the t-count is greater than the t-table value of 1.983972 (sig. 5%). 
These results are in accordance with Ghozali's statement (2009: 93) where if t count> t table, 
it can be concluded that there is an indirect influence between EMA on firm performance 
through green product innovation. Mackinnon et al. (2007) explained that the mediation 
requirement factor by Baron and Kenny (1986) about the direct influence between the 
independent variables on the dependent variable must be insignificant as long as the 
mediation relationship is strong and there is hypothesis 6 (six) which states that green 
innovation products are able to become a link between the influence of environmental 
management accounting on firm performance is supported. 
 

CONCLUSION 
 

Hypothesis 1 (one) states that Environmental Management Accounting (EMA) has a 
significant positive effect on firm performance. The results of this study indicate that 
environmental management accounting proved to have a positive but not significant effect on 
firm performance. This is indicated by the P value of 0.823 which is smaller than α 0.05 (5%). 
The results showed that the greater the size of EMA measured by the difference in 
production costs divided by total sales has a non-significant relationship to the level of 
company performance (firm performance). This is due to the large number of sample 
companies experiencing an increase in production costs that have a negative impact 
because they have to be faced with choices such as reducing the quantity of product sales, 
increasing product selling prices, and using low-quality raw materials that have a negative 
impact on the environment. Hypothesis 2 (two) states that Environmental Management 
Accounting (EMA) has a significant positive effect on green product innovation. The results of 
this study indicate that environmental management accounting proved to have a significant 
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positive effect on green product innovation. This is indicated by the P value of 0.036 which is 
smaller than α 0.05 (5%). Hypothesis 3 (three) states that Environmental Management 
Accounting (EMA) has a significant positive effect on green process innovation. The results of 
this study indicate that environmental management accounting proved to have a significant 
positive effect on green process innovation. This is indicated by the P value of 0.065 smaller 
than α 0.1 (10%). Hypothesis 4 The results of this study indicate that EMA as an information 
system that leads to improving the performance and quality of business management of 
companies with innovation as a relevant measure factor for developing ideas, products and 
processes. Environmental innovation in this case is green innovation products that are very 
likely to lead to environmental performance and company performance (firm performance). 
Green product innovation contributes to reducing the environmental burden or the survival 
target of the company in producing environmentally friendly products that are determined by 
the legitimacy of society. 
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ABSTRACT 
The objectives of this present research are to: 1) know the elements potentially saved or 
made it efficient by using value engineering method; 2) know how far this efficiency can be 
implemented in the market development project. This research uses observation method. 
Moreover, the secondary data of this present research are in form of supporing data which 
are made as input and references in doing VE Analysis. The result of this research, after 
doing calculation of footing structure redesign, shows that the dimension result is greater 
than the initial planning, but the footing of Pile Cap (P1 & P2) is able to work by itself to have 
a load on it without combining with pile. Roof structure does not have significant structure 
redesign; it is only on the working of WF steel column, WF truss leg, and WF Dimension 
Hemishphere can be minimized so that the cost or the budget for the project can be saved. 
The work of footing structure is in line with the initial calculation and after doing value 
engineering, it obtains the initial design budget is of IDR 1.424.428.066,51 and the cost of 
value engineering analysis result is of IDR 351.280.587,88. It means that by implementing 
value engineering, it can save IDR 1.073.147.478,63 with saving percentage is of 75,339%. 
The work of roof structure is in accordance with the initial calculation result and after doing 
value engineering, it is obtained that the initia design cost is of IDR 885.493.900,20 and the 
cost of value engineering analysis result is of IDR 751.756.078,50. It shows that by 
implementing the value engineering, it can save IDR 133.737.821,70 with saving percentage 
is of 15,133%. 
 
KEY WORDS 
Value engineering, market, streets, reconstruction, budget. 
 

Value Engineering (VE) is an organized creative approach which its function is to 
optimize the cost and/or the performance of a facility or a system (Dell’Isola, 1997). The 
approach used is directed to function analysis. If it does not have beneficial characteristics to 
the needs, the cost is spent without decreasing the quality and it still protects the 
environment as wel as prioritizes safety (Paraoulaki, 2000; Azis, 2016). 

VE is used to search alternatives or ideas which aim to gain better/lower cost from the 
planned price previously with functional limitation and work quality (Ibusuki & Kaminski, 
2007). Besides, VE can also be used to improve performance, quality, and life cycle cost. In 
VE planning, it usually involves the project owner, planner, the experts, and VE consultants 
(Kelly & Male, 2003). 

It is expected that by implementing this value engineering, it will save cost of 25%. It 
extremely provides saving benefits for the project owner and also for the project 
implementers. Based on the data obtained from PT. Setia Jaya Utama, the research 
conducts a review in form of a research regarding to value engineering in the project of 
Market Development in Yos Sudarso Street in Anggana District, Kutai Kartanegara Regency, 
East Kalimantan, so that in this research, the researcher provides a title with “Implementation 
of Value Engineering in Market Development in Yos Sudarso Street in Anggana District, 
Kutai Kartanegara Regency, East Kalimantan”. However, for this present research, the 
research only focuses on footing work and roof truss. With the presence of reinforced 

mailto:ar141to@yahoo.co.id


RJOAS, 1(85), January 2019 

427 

concrete footing with the combination of pile and pile cap as well as WF steel truss 
200x100x5.5x8, it is expected that the project can save budget much. 

Research Questions:  

 What are the costs components potentially saved or made it efficient by using value 
engineering method in Market Development project in Yos Sudarso in Anggana 
District, Kutai Kartanegara Regency, East Kalimantan? 

 How far this efficiency can be implemented in the project of Market Development in 
Anggana District, Kutai Kartanegara Regency, East Kalimantan? 

Research Objectives:  

 To know the cost components potentially saved or made it efficient by using value 
engineering method in Market Development project in Yos Sudarso in Anggana 
District, Kutai Kartanegara Regency, East Kalimantan; 

 To know How far this efficiency can be implemented in the project of Market 
Development in Anggana District, Kutai Kartanegara Regency, East Kalimantan. 

 
METHODS OF RESEARCH 

 
In this research, a strategy recommended by Brinkkemper (1996) is used with the aim 

to be able to answer the questions in the research. There are three factors affecting the type 
of research strategy, which are (Afandi, 2010):  

 The type of questions asked; 

 The width of control had by the researcher on the event that will be studied; 

 The focus on the contemporary event as the reverse of historical event. 
The research method used here explains about what method that will be used in this 

research. The strategy in determing the research method can be seen in the table below:  
 

Table 1 – Strategy of Choosing Research Method 
 

Strategies Questions forms of the researcher 
Control from the researcher 
with an action from actua 

research 

Level of focus from previous 
research similarity 

Analysis Who, what, where, how many No No 

Historical How, why No No 

Case Study How, why No Yes 

 
Data Collection Method. Data collection method is the techniques or ways used by the 

researcher to collect data. In collecting data, it also needs data collection instrument which 
is the selected helping tool and used by the researcher in the activity of collecting data in 
order that the activity becomes systematic. The data used in the research consist of two 
types namely: Primary Data is the data taken directly from the research object. The primary 
data is the main data used for value engineering analysis. Primary data in this research can 
be in form of project technical data, like project figure, Budget Cost Plan (RAB), Working 
Plans and Conditions (RKS). Secondary Data is the data obtained indirectly from the 
research object. In this research, secondary data can be in form of supporting data which are 
taken as input and reference in doing VE analysis (Younker, 2003). Secondary data 
comprise of list of unit price or working analysis, material data, material, and building tools 
used, workers data, rules than can be made as a reference in doing VE analysis (Miles, 
2015). 

Observation is a direct observation to the research object to see the project done 
closer. Observation is done in the phase of information collection. Primary data colletion 
method is done by direct survey to consultans and implementers who handle the project and 
doing observation directly to the field. While, for secondary data collection method, direct 
survey to institutions or companies considered involving is done. The companies can cover 
building material companies, contractor, and other companies that can be taken as a 
reference. 
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The decision taken is based on the condition of the environment or the existing 
condition, like certain condition, risky condition, uncertain condition, and conflicting condition. 
In decision making, there are some models like:  

 Quantitative model (in this case, mathematical model) is a series of right assumption 
stated in the series of certain mathematical relation. It can be in form of equation or 
other analysis, or is an instruction for computer, in form of programs for computer; 

 Qualitative model is based on the assumptions in which its accuracy is less if 
compared to quantitative model and its characteristics are portrayed through 
combination from the assumption deductions and with more subjective consideration 
related to process or problem in which its solution is made in model. Gullet and Hicks 
provide some model classifications of decision making which is frequently used to 
solve such problems (in which its result is less known accurately); 

 Probability model; in general, its decision models are probability concepts and the 
concepts expected provide certain results. 

Data Analysis. The analysis used to answer both research questions in this research is 
VE analysis. 
 

RESULTS OF STUDY 
 

Project Description. General Data of the project of Market Development in Anggana 
District, Kutai Kartanegara Regency, East Kalimantan is as follows: 

 Project Name: Market Development in Yos Sudarso; Street, Anggana District, Kutai 
Kartanegara Regency, East Kalimantan; 

 Project Site: Anggana District, Kutai Kartanegara; Regency, East Kalimantan; 

 Project Owner: Office of Human Settlements and Spatial; Planning of Kutai 
Kartanegara Regency; 

 Management Consultant: PT. Bennatin Surya Cipta; 

 Implementer Consultant: Gemilang Surya Inti; 

 Implementer Contractor: PT. Setia Jaya Utama; 

 Building Width: ± 1.190 m2; 

 Cost: IDR 25.331.101.000, -. 
Information Phase. This phase is the process of search and information collection 

aiming to obtain clear comprehension from study items which will be reviewed or studied by 
collecting supporting data as many as possible. Information result or the data can be seen in 
the table below. 
 

Table 2 – Data Information 
 

Project Data: MARKET DEVELOPMENT ON YOS SUDARSO STREET 

Item: Work of Concrete and Steel Structure (Beam, Column, and Steel Roof) 

No Information Source Obtained Data 

1 PT. SETIA JAYA UTAMA 

> Plan Description 

> Detail Figure 

> Cost Budget Plan (RAB) 

> Asbuilt Drawing Figure 
 

Source: PT. Setia Jaya Utama. 

 
Table 3 – Data of Technical Project 

 

Project Data: DEVELOPMENT OF PERSADA HOSPITAL BUILDING 

Item: Work of Concrete Structure (Beam, Flat, and Column) 

No Description Obtained Data 

1 

Criteria of Concrete and Steel Design Desain Beton > Concrete quality used K-225 

Design > Steel quality used fu 320 Mpa 

 > Steel quality used fy 240 Mpa 
 

Source: PT. Setia Jaya Utama. 
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Type of portal constructionReinforced concrete: 

 Quality of concrete: K-225; 

 Quality of plain steel bars: U. 24; 

 Quality of threaded steel bars: U. 32. 
Type of roof: WF Steel: 

 Strong melting (fy): 240 Mpa; 

 Strong breaking (fu): 320 Mpa. 
The regulations used in this research are as follows:  

 Regulation of Indonesia Loading for Building, 1983; 

 Operational Standard of Concrete Calculation for Building SNI- 2847-2002; 

 Ir. Gideon H Kusuma M. Eng, Basics of Reinforced Concrete Planning, Erlangga 
Jakarta. 

Initial Condition of Project. The real condition or the condition in the field for base 
structure or footing in the project of Market Development in Anggana District, Kutai 
Kartanegara Regency, East Kalimantan uses combination between pile cap and pile. For 
more detail footing structure, it can be seen in the table below. 
 

Table 4 – Footing Condition 
 

No Description Material Dimension Quality 

1 P1 Pile Cap Reinforced Concrete 65x65x30 K-225 

2 P2 Pile Cap Reinforced Concrete 155x80x30 K-225 

3 Pile Reinforced Concrete 25x25 - 
 

Source: PT. Setia Jaya Utama. 

 
The Work of Column Structure. The real condition or the condition in the field column 

structure in the project of Market Development in Anggana District, Kutai Kartanegara 
Regency, East Kalimantan uses reinforced concrete material in which it can be seen in the 
table below for more details. 
 

Table 5 – Initial Condition of Column Structure 
 

No Description Material Dimension Quality 

1 KP Column Reinforced Concrete 15x15 K-225 

2 K1 Coumn Reinforced Concrete 20x20 K-225 

3 K2 Column Reinforced Concrete 25x25 K-225 
 

Source: PT. Setia Jaya Utama. 

 
The real condition or the condition in the field for roof structure in the project of Market 

Development in Anggana District, Kutai Kartanegara Regency, East Kalimantan employs WF 
Steel material in which the more detail can be seen in the table below. 
 

Table 6 – Initial Condition of Roof Structure 
 

No Description Material Dimension 

1 Main Structure WF Steel 200x100x5.5x8 

2 Gording C Steel 100.50.20.2,3 

3 Roof Cover Spandek  
 

Source: PT. Setia Jaya Utama. 

 
Identification of High Cost. From the analysis of the project cost budget plan of Market 

Development in Anggana District, Kutai Kartanegara Regency, East Kalimantan, the 
complete cost budget recapitulation can be seen from the table 7. 

It can be seen that the biggest weight work is in the market stall for concrete work 
(16,489%), roof construction work (9,732%), and footing (6,186%). For market ward work, 
the highest weight percentage is in concrete work item (6,927%). 
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Table 7 – Cost Budget Recapitulation 
 

NO ITEM PEKERJAAN BIAYA Weight (%) 

A. MARKET WARD 
A1 PREPARATORY WORK IDR 11.287.360,00 0,049 
A2 LAND WORK IDR 133.625.951,80 0,580 
A3 FOOTING IDR 730.899.024,85 3,174 
A4 CONCRETE WORK IDR 1.595.109.923,61 6,927 
A5 ROOF CONSTRUCTION WORK IDR 768.272.937,87 3,336 
A6 INSTALLATION WORK IDR 1.221.680.506,40 5,305 
A7 PAINTING WORK IDR 112.767.149,01 0,490 
A8 FLOORING WORK IDR 485.351.086,15 2,108 

A9 DOOR & WINDOW WORK IDR 9.153.189,43 0,040 
A10 SANITY WORK IDR 6.551.760,00 0,028 
A11 DIRTY WATER CHANNEL WORK IDR 39.777.306,80 0,173 
A12 CKEAN WATER CHANNEL WORK IDR 56.080.738,00 0,244 
A13 ELECTRICITY WORK IDR 132.708.806,00 0,576 
A14 CIRCUMFERENCE CHANNEL WORK IDR 1.030.272.096,21 4,474 
A15 LEFT & RIGHT FENCING WORK IDR 511.609.741,56 2,222 
A16 REAR FANCE WORK IDR 224.045.795,13 0,973 
A17 CONCRETE ROAD WORK IDR 2.666.991.665,48 11,581 
B. MARKET STALL 
B1 FOOTING IDR 1.424.428.066,51 6,186 
B2 CONCRETE WORK IDR 3.796.245.065,18 16,485 
B3 ROOF CONSTRUCTION WORK IDR 2.241.117.376,37 9,732 

B4 INSTALLATION WORK IDR 2.059.554.583,83 8,944 
B5 FLOORING WORK IDR 459.881.050,40 1,997 
B6 DOOR & WINDOW WORK IDR 476.657.791,05 2,070 
B7 CEILING WORK IDR 223.082.123,27 0,969 
B8 PAINTING WORK IDR 198.859.474,70 0,864 
B9 OTHER WORKS IDR 210.103.193,50 0,912 

B10 SANITY WORK IDR 7.419.840,00 0,032 
B11 DIRTY WATER CHANNEL WORK IDR 23.422.209,60 0,102 
B12 CKEAN WATER CHANNEL WORK IDR 26.499.346,00 0,115 
B13 ELECTRICITY WORK IDR 143.146.260,00 0,622 
B14 CIRCUMFERENCE CHANNEL WORK IDR 382.019.067,04 1,659 
B15 CONCRETE ROAD WORK IDR 967.437.309,21 4,201 
B16 WASTEWATER TREATMENT PLAN WORK IDR 362.933.821,45 1,576 

B17 SCREEN GRIT & BALANCE TANK WORK IDR 70.173.282,00 0,305 
B18 CHLORINE & MONITORING CONTACT IDR 8.571.122,45 0,037 
B19 RAIN WATER TANK 3x5x2.25 m3 IDR 210.537.982,38 0,914 

GRAND TOTAL OF STANDARD WORKS IDR 23.028.274.003,22 100,000 

BKF IDR 23.028.274.003,22 

 
VAT 10% IDR 2.302.827.400,32 

Grand Total of Works IDR 25.331.101.403,54 

Rounded to IDR 25.331.101.000,00 
 

Source: PT. Setia Jaya Utama. 

 
To determine the work type which has high cost or expence, calculation as shown in 

the table below is used, but for work item selction, it only uses Market Stall work because 
there is a work for Market Stall having a high weight relatively. 

From table 8 above, it can be known that the comparison of working item cost tota 
towards the entire working items like concrete work, footing, and roof construction work. 
Then, from the table above, it also can be known that the concrete work has the highest 
weight of 50,88%, then the second highest weight is on the roof construction work of 30,03%, 
and the third highest weight or the last is on the footing of 19,09%. 

After obtaining three working items above, the working item weight on concrete work is 
not that effective to have value engineering because there are several sub-works with a 
relatively small work in the concrete work. Therefore, for value engineering, it is more 
optimized on footing and roofing and value engineering done by conducting structure 
redesign by not changing both the form and the function of the structure. Thus, alternative of 
footing and roofing structure will be done as expected which is strong, efficient, and safe. 



RJOAS, 1(85), January 2019 

431 

Table 8 – Break Down Analysis 
 

NO. WORKING ITEMS TOTAL PRICE 
TOTAL WEIGHT 

OF PRICE 
(%) 

CUMMULATIVE 
CUMMULATIVE 

WEIGHT 
(%) 

B1 FOOTING   
1, Procurement of pile 25x25 IDR 801.870.960,00 

19,09 
IDR 

1.424.428.066,51 
19,09 

2, Piling of pie 25x25 IDR 351.738.432,00 

3, Rebated Concrete t=5 cm IDR 9.842.957,14 

4, P1 Pile Cap (65x65x30 cm, K-225) IDR 71.250.216,29 

5, P2 Pile Cap (155x65x30 cm, K-225) IDR 189.725.501,08 

Total IDR 1.424.428.066,51 -- 

B2 CONCRETE WORK 
1, Rebated Concrete t=5 cm, K-100 IDR 147.287.644,87 

50,88 
IDR 

5.220.673.131,69 
69,97 

2, 
Basement t=12 cm wiremesh reinforce M-

8, K-225 
IDR 986.987.681,51 

3, Sloof 20/30, K-225 IDR 633.369.458,09 

4, KP Column (15/15) (K-225) IDR 87.465.016,77 

5, K1 Column (20/20) (K-225) IDR 335.698.133,46 

6, K2 Column (25/25) (K-225) IDR 213.522.384,60 

7, B1 Beam (15/15) (K-225) IDR 128.801.977,25 

8, B2 Beam (20/30) (K-225) IDR 6.782.344,43 

9, B3 Bam (20/30) (K-225) IDR 417.994.334,04 

10, B4 Beam (15/25) (K-225) IDR 102.158.547,20 

11, K2 Column (25/25) (K-225) IDR 18.477.898,67 

12, Roof base flat t=12 cm (K-225) (K-225) IDR 554.983.429,89 

13, Water proofing of roof base IDR 162.716.214,40 

Total IDR 3.796.245.065,18 - 

B3 ROOF CONSTRUCTION WORK 
1, WF Column 200x100x5.5x8 IDR 65.897.220,48 

30,03 
IDR 

7.461.790.508,07 
100,00 

2, WF Truss Leg 200x100x5.5x8 IDR 770.173.764,36 

3, WF Hemisphere 200x100x5.5x8 IDR 49.422.915,36 

4, Gording C100.50.20.2,3 IDR 438.539.511,48 

5, Treckstank iron with diameter 10 mm IDR 33.089.968,79 

6, Thick Stiffener Rib t=8 mm IDR 21.836.954,16 

7, Plendes flat, flat for bolt coupling t=10 mm IDR 49.284.792,38 

8, 
Steel Square with width 70.70.7 as gording 

holder 
IDR 28.513.220,40 

9, Tensile member with diameter 19 mm IDR 68.793.378,14 

10, Strong needle with diamter 19 mm IDR 2.145.290,00 

11, Colourbond spandek roof cover IDR 310.953.362,54 

12, Colourbond spandek ridge IDR 18.467.621,90 

13, 
Alluminium foil 1 side+ glass wool with 

thickness 10 cm + harmonica wire 
IDR 203.942.661,19 

14, Flashing alluminium IDR 29.090.668,80 

15, Listplank spandek IDR 69.692.594,40 

16, HTB Bolt with diameter 12 mm IDR 11.657.100,00 

17, 
Anchor bolt with diameter 16 mm, Width 

=40 cm 
IDR 22.062.320,00 

18, Zinc Chromate Paint IDR 47.554.032,00 

Total IDR 2.241.117.376,37 - 

 
Function Analysis. For function analysis for footing, total or combined footing structure 

calculation will be done from pile cap footing and pile. It is because in the structure planning, 
it only conducts interrelated planning between pile cap footing and pile.  
 

Table 9 – Unit Price Analysis of Applying Profile Iron (per 1 kg) 
 

Coef Unit Material Unit Price Total 

1,15 Kg WF Steel IDR 36.000,00 IDR 41.400,00 

Total (1) IDR 41.400,00 

0,060 Person Workers IDR 88.000,00 IDR 5.280,00 

0,060 Person Welder IDR 121.000,00 IDR 7.260,00 

0,006 Person Head of Handyman IDR 132.000,00 IDR 792,00 

0,003 Person Foreman IDR 154.000,00 IDR 462,00 

Total (2) IDR 13.794,00 

Total (1) + (2) IDR 55.194,00 
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For planning alternative, planning minimizing piling will be done because the 
procurement of pile has a relatively high cost in piling. With the structure of one floor and the 
area of this building which does not have the possibility of earthquake, it is expected that this 
value engineering calculation obtains footing volume decreasing which is quite big so that it 
can reduce the cost for footing. 
 

WF Truss Leg 200x100x5.5x8 
Volume = Length x WF Steel 200x100x5.5x8 = 13.953,94 Kg 

 
The analysis of the unit price is then timed with the volume of Truss Leg 

WF200x100x5.5x8 (13.953,94 Kg) so that its unit price analysis is changed to be like the 
table below and the values in the material column can be used as Cost Value of the work:  
 

Table 10 – Unit Price Analysis of WF200x100x5.5x8 (13.953,94 Kg) 
 

Coef Unit Material Unit Price Total 

16047,03 Kg WF Steel IDR 36.000,00 IDR 577.693.116,00 

Total (1) IDR 577.693.116,00 

837,236 Person Workers IDR 88.000,00 IDR 73.676.803,20 

837,236 Person Welder IDR 121.000,00 IDR 101.305.604,40 

83,72364 Person Head of Handyman IDR 132.000,00 IDR 11.051.520,48 

41,86182 Person Foreman IDR 154.000,00 IDR 6.446.720,28 

Total (2) IDR 192.480.648,36 

Total (1) + (2) IDR 770.173.764,36 

 
On the other hand, to obtain Worth Value from the work, it only should be assumed by 

using, material unit price analysis which can substitute it which is steel WF 175x90x5x8 with 
the same calculation as in the table below: 
 

Volume = Length x Steel WF 175x90x5x8 = 11.846,45 Kg 

 
Tabel 11 – Unit Price Analysis of WF 175x90x5x8 (per 1 kg) 

 

Coef Unit Material Unit Price Total 

13623,42 Kg WF Steel IDR 36.000,00 IDR 490.443.030,00 

Total (1) IDR 490.443.030,00 

710,787 Person Workers IDR 88.000,00 IDR 62.549.256,00 

710,787 Person Welder IDR 121.000,00 IDR 86.005.227,00 

71,0787 Person Head of Handyman IDR 132.000,00 IDR 9.382.388,40 

35,53935 Person Foreman IDR 154.000,00 IDR 5.473.059,90 

Total (2) IDR 163.409.931,30 

Total (1) + (2) IDR 653.852.961,30 

 
From the table above, comparion of Cost Value and Worth Value are obtained for 

concrete work which can be seen in tabe 12. 
 

Table 12 – Function Analysis of WF Steel Work (Basic Function: Hold Loading) 
 

No Component Verb Noun (P/S) Cost Worth 

a b c D e f G 

1 WF Steel Holding Load P IDR 577.693.116,00 IDR 490.443.030,00 

n/n 
IDR 577.693.116,00 IDR 490.443.030,00 

1,178 
 

Detail: P = Primary, S = Secondary. 

 
Comparison of Cost / Worth ratio = 1,178 > 1, then there is a cost that is not needed. 
Speculation / Creative Phase. After determining the working items that will have value 

engineering (roofing and footing working item), the next phase is speculative / creative 
phase. In this phase, structure re-planning is done especially for footing and roofing of steel 
WF. For structure planning, engineering mechanical calculation is done by the help of civil 
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engineering working tool (StaadPro); afrer doing it, footing planning is done. For steel WF 
roofing planning, civil engineering helping tool (StaadPro) is done. For loading and structure 
planning calculation itself, it can be seen on appendices; the loading in this planning ignores 
earthquake loading because the development site in Kalimantan Island does not have 
earthquake, so that this value engineering is able to obtain an efficient and a safe planning. 
Below is the footing and the roofing structure planning. 
 

Table 13 – Footing Design Alternative 
 

No Working Items 
Dimension 

Initial VE 

1 Pile Procurement 25 x 25 Removed 

2 Piling 25 x 25 Removed 

3 Rebated Concrete 0,05 0,05 

4 P1 Pile Cap 65x65x30 80x80x30 

5 P2 Pile Cap 155x65x30 155x80x30 

 
From the table above, it can be knoen that the footing design alternative of value 

engineering, for pile cap working item (P1 & P2) and piling for Pile cap (P1 & P2), it has pile 
cap dimension change in which the initial dimension of P1 is 65x65x30, but after doing value 
engineering, the dimension value of P1 becomes 80x80x30. Then, the initial dimension of P2 
Pile cap is 155x65x30 becomes bigger which is 155x80x30 after value engineering. Although 
it obtains a bigger resut from P1 and P2 pile cap dimension, but the work of pile procurement 
and piling are removed. It is because on the value engineering structure calculation, Pile cap 
(P1 & P2) is able to hold construction on it without being supported by pile, but Pile cap 
dimension (P1 & P2) is maximized. After getting the footing structure value engineering 
calculation, then roofing steel WF calculation is done. For steel WF planning calculation itself 
is done by the help of Civil Engineering working program (StaadPro) in which its result can 
be seen in the table below. 
 

Table 14 – Roof Design Alternative of WF Steel 
 

No Working Items 
Dimension 

Initial VE 

1 WF Column 200x100x5.5x8 175x90x5x8 

2 WF Truss Leg 200x100x5.5x8 175x90x5x8 

3 WF Hemisphere 200x100x5.5x8 175x90x5x8 

 
From the table above, it can be seen that for the initial roofing structure dimension of 

WF Steel is 200x100x5.5x8, the after value engineering, the stee WF dimension becomes 
175x90x5x8. From the data, it can be concluded that there is a cost or a budget saving for 
steel WF roofing. 

Analysis Phase. In this analysis phase, structure cost budget will have value 
engineering in which it will be analyzed further. The design cost of footing and roofing is 
discussed further. In this case, material unit price and workers attempt are determined based 
on or according to the analysis of material unit price list and workers’ minimum wages in 
Human Settlements Office of Kutai Kartanegara Regency. For more details, it can be seen in 
the table below. 
 

Table 15 – Analysis of Footing Cost 
 

No Working Items Dimension After VE Total Volume Unit Price Total 

1 Pile Procurement 0 0 0 IDR 346.830,00 IDR - 

2 Piling 0 0 0 IDR 152.136,00 IDR - 

3 P1 Pile cap 80x80x30 81,00 15,552 IDR 939.899,80 IDR 107.929.321,71 

4 P2 Pile cap 155x80x30 104,00 38,688 IDR 6.035.677,96 IDR 233.508.309,03 

Cost Grand Total IDR 341.437.630,74 
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From the table shown above, it can be seen the budget needs of footing especially for 
Pile Cap (P1 & P2) with Pile cap dimension (P1 & P2) is maximized and the budgets for pile 
procurement and piling are removed which finally obtains the budget of IDR 341.437.630,74. 
After getting cost budget for footing after value engineering, then the similar calculation is 
done for roofing in which its result can be seen in the table below. 
 

Table 16 – Cost Analysis of Roofing 
 

No Working Items Dimension After VE Length Volume Unit Price Total 

1 WF Column 175x90x5x8 56,00 1013,60 IDR 55.194,00 IDR 55.944.638,40 

2 WF Truss Leg 175x90x5x8 654,50 11846,45 IDR 55.194,00 IDR 653.852.961,30 

3 WF Hemisphere 175x90x5x8 42,00 760,20 IDR 55.194,00 IDR 41.958.478,80 

TOTAL COST IDR 751.756.078,50 

 
From the table above, it can be known that the cost budget for roofing especially for the 

work of WF Column, WF truss leg, and WF Hemisphere is IDR 751.756.078,50. 
Development Phase. In this phase, the alternatives selected from analysis phase, cost 

calculation, and comparison of alternative design cost and project initial design. 
Implementation Phase. The final phase of Value Engineering method is implementation 

phase which means making a recommendation as listed in the table below. 
 

Table 17 – Comparison of Footing Structure Cost 
 

No 
Working 

items 

Dimension Volume Unit Price Total 

Initial VE Initial VE  Initial VE 

1 
Pile 

Procurement 
25x25 - 2312,00 0,00 IDR 346.830,00 IDR 801.870.960,00 IDR - 

2 Piling 25x25 - 2312,00 0,00 IDR 152.136,00 IDR 351.738.432,00 IDR - 

3 
Rebated 
Concrete 

0,05 0,05 6,95 6,95 IDR 1.416.227,35 IDR 9.842.957,14 IDR 9.842.957,14 

4 P1 Pile Cap 65x65x30 80x80x30 10,27 15,55 IDR 6.939.899,80 IDR 71.250.216,29 IDR 107.929.321,71 

5 P2 Pile Cap 155x65x30 155x80x30 31,43 38,69 IDR 6.035.677,96 IDR 189.725.501,08 IDR 233.508.309,03 

Total IDR 1.424.428.066,51 IDR 351.280.587,88 

Saving IDR   1.073.147.478,63 

Percentage (%) 75,339 

 
Table 18 – Cost Comparison of Roofing Structure 

 

No Working Items 
Dimension Volume 

Unit Price 
Total 

Initial VE Initial VE Initial VE 

1 WF Column 200x100x5.5x8 175x90x5x8 1193,92 1013,60 
IDR 

55.194,00 
IDR 

65.897.220,48 
IDR 

55.944.638,40 

2 
WF Truss Leg 

200x100x5 
200x100x5.5x8 175x90x5x8 13953,94 11846,45 

IDR 
55.194,00 

IDR 
770.173.764,36 

IDR 
653.852.961,30 

3 
WF Hemisphere 
200x100x5.5x8 

200x100x5.5x8 175x90x5x8 895,44 760,20 
IDR 

55.194,00 
IDR 

49.422.915,36 
IDR 

41.958.478,80 

Total 
IDR 

885.493.900,20 
IDR 

751.756.078,50 

Saving IDR 133.737.821,70 

Percentage (%) 15,103 

 
Table 18 – Recommendation Form of Footing 

 

Project: Market Development on Yos Sudarso Street 
Site: Yos Sudarso Street in Anggana District, Kutai Kartanegara Regency, East Kalimantan. 
Working Item: Footing Structure 

Initial Planning: P1 Pile Cap Dimension 65x65x30 ; P2 155x65x30, with combination of pile dimension 25 x 25 
Recommendation: Dimension of P1 Pile Cap 80x80x30 P2 155x80x30, with piling is removed because by 
maximizing dimension of Pile Cap (P1 & P2), the supporting force fulfills without the combination of pile. 
Reasons: 
- There is cost and time saving 
- Quality / strength to hold same loading 
Initial Cost: IDR 1.424.428.066,51 
Recommendation Cost: IDR 351.280.587,88 
Saving: IDR 1.073.147.478,63 
Saving percentage occurring is 75,339% 
 

Source: Calculation Results. 
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Table 19 – Recommendation Form of Roofing 
 

Project: Market Development on Yos Sudarso Street 
Site: Yos Sudarso Street in Anggana District, Kutai Kartanegara Regency, East Kalimantan. 
Working Item: Roof Structure 

Initial Planning: WF Steel 200x100x5.5x8 Recommendation: WF Steel 175x90x5x8 
Reasons: 
- There is cost and time saving 
- Quality / strength to hold same loading 
Initial Cost: IDR 885.493.900,20 
Recommendation Cost: IDR 751.756.078,50 
Saving: Rp 133.737.821,70 
Saving percentage occurring is 15,133% 
 

Source: Calculation Result. 

 
From table 17 and 18 above, it is known that the value engineering cost saving for 

footing is of IDR 1.073.147.478,63 or of 75,339% from the cost of footing working item before 
value engineering which is of IDR 1.424.428.066,51. Then, the cost saving for roofing is IDR 
133.737.821,70 or of 15,103% from roofing working item before value engineering which is of 
IDR 885.493.900,20. After knowing the working items that can get value engineering which 
at the end can save cost for every working item, then the researcher makes a 
recommendation for all parties who involve in the project of Market Deveopment on Yos 
Sudarso Street in Anggana District, Kutai Kartanegara Regency, East Kalimantan. 
 

CONCLUSION 
 

Based on the result of initial calculation and after value engineering, the comparison of 
initial design cost which is IDR 1.424.428.066,51 and the cost of value engineering analysis 
result which is IDR 351.280.587,88 is obtained. It means that by implementing the value 
engineering, it can save IDR 1.073.147.478,63 with saving percentage of 75,339%. 

Based on the result of initial calculation and after value engineering, the comparison of 
initial design cost which is IDR 885.493.900,20 and the cost of value engineering analysis 
result which is IDR 751.756.078,50 is obtained. It means that by implementing the value 
engineering, it can save IDR 133.737.821,70 with saving percentage of 15,133%. 
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ABSTRACT 
This research aims to: find out the causative factors of delay in project completion and the 
rank based on the perception of service providers on the causative factors of delay in project 
completion. It is expected that this research will be useful for service providers in East 
Kalimantan and those directly related to project management. Thus, the delay in the project 
completion under the auspices of the Public Works Agency can be anticipated in the future 
and the project can be completed in accordance with the timetable (on time). This research is 
survey research that collects the samples from a population by using interviews and 
questionnaires as a data collection instrument which is then distributed to respondents who 
hold positions as project and field managers of 30 (thirty) respondents in the East Kalimantan 
Province. The SPSS program is used to calculate interest indexes in order to analyze the 
rank of causative factors of these interests. Based on the research findings, the quite 
important causative factors of delay in project completion under the auspices of the Public 
Works Agency in East Kalimantan Province, have a rank sequence (rank) as follows: (1) lack 
of labor, (2) errors in planning and specifications, (3) bad weather (heavy rain/ flooded 
locations, (4) non-optimal productivity by the contractors, (5) material management errors, 
and (6) changes in scope of work by consultants. 
 
KEY WORDS 
Rank, causative factors, delay, project completion. 
 

It is a common thing that the implementation of the project experiences unwanted and 
unknown delays. The delay is very detrimental to the concerned parties including the 
contractor and project owner it. Presidential Decree No. 61 of 2004 stated that fines (financial 
sanctions) will be imposed on service providers if they cannot carry out the project according 
to the time stated in the contract. Project delays can come from service providers, service 
users, or other parties that have an impact on additional time and costs beyond the initial 
plan (Fugar & Agyakwah-Baah, 2010). If the delay comes from the contractor (service 
provider), the contractor will be fined. Likewise, if the delay comes from the service user, the 
service user will pay the loss borne by the service provider. The amount of fine is stipulated 
in the contract in accordance with the applicable law. There is a lot of research that has been 
conducted to find out the causative factors of delay in project completion. 

According to Chalibi & Camp (1984), in their research entitled Causes of Delay and 
Overruns of Construction Projects in Developing Countries, the causes of delay in 
construction projects in developing countries were during project planning and construction 
stages. The research was carried out when the construction project workers generally carried 
out their jobs. It can be concluded that careful planning throughout the initial stages of a 
construction project is very important to minimize delay and cost in construction projects in 
developing countries. Assaf et. al. (1995), in their research entitled Causes of Delay in Large 
Building Construction Project, stated that the causes of delay could be seen from the aspects 
of material, labor, equipment, costs, design changes, relations with relevant agencies, 
scheduling and control, slow monitoring and testing procedures used in projects, the 
environment, contract issues, and the absence of professional manager consultants. The 
conditions in the East Kalimantan Provincial Government are not much different in which 
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there are always delays in construction projects every year. The following is the example of 
projects experience delay. 
 

METHODS OF RESEARCH 

 
This research is survey research that collects the samples from a population and uses 

questionnaires as a data collection instrument (Singaribun, 1995). A variety of research 
strategies include opinion research that seeks the opinions or views of people who are 
experienced and very instrumental in implementing construction projects. The data collection 
is carried out by collecting primary data. It is done by making direct contact with the 
respondent by giving a number of questions in the form of a questionnaire provided by the 
researcher. 

The research sampling technique is intended to provide equal opportunities for each 
member of the population to become a member of the sample. The research sampling 
technique uses probability sampling which will collect 30 samples. 

This analysis aims to simplify data into a form that is easier to read and interpret. This 
process often involves statistics because one function of statistics is to simplify data. The 
analytical methods that will be used include: determining the score on the questionnaire 
statements and determining the rank in the respondent’s answers. 

The Chi-Square test is used to determine whether or not there are differences in 
respondents’ perceptions on the causative factors of delay in building construction projects 
caused by material factor. The Chi-Square test is a non-parametric statistical method that is 
used to test whether there is a correlation between two or more variables which are ordinal 
scale. The alternative hypothesis (H1) is also stated to test the null hypothesis (H0) as 
follows: 

H0: Factors of differences in respondents’ positions, respondents’ experiences, project 
values, project types, and building floor area do not cause differences in respondent’s 
perceptions on the causative factors of delay in the project completion under the auspices of 
the Public Works Agency. 

H1: Factors of differences in respondents’ positions, respondents’ experiences, project 
values, project types, and building floor area cause differences in respondent’s perceptions 
on the causative factors of delay in the project completion under the auspices of the Public 
Works Agency. 

Furthermore, the basis for decision making is done by comparing Chi-Square calculate 
and Chi-Square table. If Chi-Square calculate < Chi-Square table, then H0 is accepted. It can 
also be based on the probability stated by the Asymp. Sig/ Asymptotic Significance. If the 
probability is > 0.05, then H0 is accepted, if the probability is < 0.05, then H0 is rejected. 
Considering that there are a lot of data that will be processed, to speed up data the 
processing, the author uses the help from a computer program of SPSS for Windows. 
 

RESULTS OF STUDY 
 

This section determines what items greatly affect the causative factors of delay in 
project completion. 

Based on table 1, after sorting them from rank 1 to 6, the 6 (six) these items include: 
(1) lack of labor, (2) errors in planning and specifications, (3) bad weather (heavy rain/ 
flooded locations, (4) non-optimal productivity by the contractors, (5) material management 
errors, and (6) changes in scope of work by consultants. It has an interval value between 
1.50 - 3.00 with sequential ranks. Furthermore, these results are distributed back to the 
respondents to get an assessment. After filling out the questionnaire, respondents’ answers 
were collected and presented in table 2. 

Based on Table 2 for more details, the rank of causative factors of delay in project 
completion from the results questionnaire round 2 multiplied by weight then analyzed and 
presented as follows: 



RJOAS, 1(85), January 2019 

438 

Rank 1: Lack of Labor. This item is considered very influential by respondents due to 
the lack of labor/ workers who have the expertise and experience in completing work in the 
field. General work, for example; excavation of the land and installing the bottom foundation, 
do not experience significant difficulties However, jobs involving engineering capabilities 
have few certified experts (Mahamid, 2013). 
 

Table 1 – Rank of Causative Factors of Delay in Project Completion 
 

No Causative Factors of Delay Mean Rank 

1 Late payment by owner 1.40 21 

2 Poor stage implementation 2.00 11 

3 Material management errors 2.27 5 

4 Lack of labor 2.57 1 

5 Bad weather (heavy rain/ flooded location) 2.30 4 

6 Land condition 1.63 14 

7 Extra work 1.43 19 

8 Job changes (structure, ME, plumbing) 1.97 12 

9 Errors in planning and specifications 2.47 2 

10 Uncertainty in planning and specifications 2.03 10 

11 Changes in planning and specifications 2.23 7 

12 Errors in interpreting images/ specifications 2.10 9 

13 Changes in work methods by contractors 1.27 22 

14 Improper schedule planning by contractors / partners 1.63 15 

15 Non-optimal productivity by the contractors 2.30 3 

16 Changes in scope of work by consultants 2.27 6 

17 Strike 2.20 8 

18 Work repair 1.47 18 

19 Repair of damage caused by strike 1.80 13 

20 Delay in shop drawing approval 1.53 17 

21 Schedule clash with Ramadan and Eid 1.63 16 

22 Project implementation at the beginning of the year 1.43 20 

 
Table 2 – The Rank of Causative Factors of Delay in Project Completion After Multiplied 

by Weight / Number of Corrections 
 

No Causative Factors of Delay Pure Mean (a) 
Corrected Mean Weight 

(b)% (a x b) 
Rank 

1 Lack of labor 2.6 25% 0.65 1 

2 Errors in planning and specifications 2.5 22% 0.56 2 

3 Bad weather (heavy rain/ flooded location) 2. 4 19% 0.43 3 

4 Non-optimal productivity by the contractors 2. 3 15% 0.35 4 

5 Material management errors 2.2 10% 0.22 5 

6 Changes in scope of work by consultants 2.1 9% 0.19 6 

 
Rank 2: Errors in Planning and Specifications. This item is considered very influential 

when the consultant is conducting the planning. Basically, in the field implementation, it is 
possible that some materials are difficult to find in the market and must be bought from other 
regions; for instance, the Italian marble in which the item must be bespoke (Leveson, 2000). 

Rank 3: Bad Weather (Heavy Rain/ Flooded Location). This item is considered very 
influential because in its main implementation: initial/ land and foundation work are outdoor 
work. The implementation is greatly affected by good weather conditions (Dey & Ogunlana, 
2004). 

Rank 4: Non-Optimal Productivity by the Contractors. This item is considered very 
influential because according to observations in the field productivity is good if it is able to 
achieve the desired progress. However, maximum productivity is usually not achieved in the 
initial weeks of the project (Hashimoto, M., & Yu, 1980). 

Rank 5: Material Management Errors. This item is considered very influential by the 
respondents because material management errors will have a direct impact on the chaos of 
construction operations. Based on the results of observations in the field of material control in 
the form of a schedule for each type of work is very necessary. By having a schedule, time 
control will be arranged so as not to cause material delays. Material procurement must take 
into account when the execution of the work item begins. Therefore, making a material 
procurement schedule must be based on the work schedule (Kerzner & Kerzner, 2017). 
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Rank 6: Changes in Scope of Work by Consultants. This item is considered important 
and influential by the respondent because the changes in scope of work by consultants are 
closely related. The results of the Chi-Square calculation above are then compared with the 
results of the Chi Square calculation using the SPSS computer program for item 1 presented 
in Table 3 below. 
 
Table 3 – Chi Square Test from SPSS Calculation Results on Differences in Respondent Perceptions 

of Item 1 Based on Respondent’s Position 
 

n/n Value df Asymp. Sig 

Pearson Chi-Square 1.4834 3 0.816 

Total 30  

 
Based on calculations using the Chi Square (X2) formula, the results are the same as 

using the SPSS computer program. The conclusions for this case are: 
H0 = There is no difference in respondent perception based on the respondent’s 

position in assessing this case. 
H1 = There is difference in respondent perception based on the respondent’s position 

in assessing this case. 
 

Table 4 – Respondent Perceptions on Causative Factors of Delay in Project Completion Based 
 on Respondent’s Position 

 

No Causative Factors of Delay in Project Completion Asymp. Sig 

1 Late payment by owner 0.816 

2 Poor stage implementation 0.409 

3 Material management errors 0.627 

4 Lack of labor 0.802 

5 Bad weather (heavy rain/ flooded location) 0.061 

6 Land condition 0.747 

7 Extra work 0.275 

8 Job changes (structure, ME, plumbing) 0.131 

9 Errors in planning and specifications 0.027 

10 Uncertainty in planning and specifications 0.886 

11 Changes in planning and specifications 0.418 

12 Errors in interpreting images/ specifications 0.883 

13 Changes in work methods by contractors 0.599 

14 Improper schedule planning by contractors / partners 0.364 

15 Non-optimal productivity by the contractors 0.114 

16 Changes in scope of work by consultants 0.553 

17 Strike 0.623 

18 Work repair 0.513 

19 Repair of damage caused by strike 0.578 

20 Delay in shop drawing approval 0.696 

21 Schedule clash with Ramadan and Eid 0.774 

22 Project implementation at the beginning of the year 0.269 

 
Table 4 explains the respondent perceptions on the causative factors of delay in project 

completion based on the respondent’s position. Knowing whether or not there are differences 
in perceptions is carried out by looking at Asymp. Sig. If the Asymp. Sig of each item is 
greater than 0.050, there is no difference in perception based on respondent’s position. 
Table 4 shows that all Asymp. Sig values are greater than 0.05. It means that there is no 
difference in respondent perceptions of in assessing the causative factors of delay in project 
completion based on respondent’s position except item 9. Errors in the planning and 
specifications have the Asymp. Sig value = 0.027 < 0.05. It means that there are differences 
in respondent perceptions in which there are 21 items of H0 are accepted and 1 item of H0 is 
rejected or H1 is accepted. 

Table 5 explains the respondent perceptions on the causative factors of delay in project 
completion based on the respondent’s experience. Knowing whether or not there are 
differences in perceptions is carried out by looking at Asymp. Sig. If the Asymp. Sig of each 
item is smaller than 0.050, there is difference in perception based on respondent’s 
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experience. Table 5 shows that most of Asymp. Sig values are greater than 0.05. It means 
that there are similar respondent perceptions based on respondent’s experience except item 
6 and item 17. Land condition has the Asymp. Sig value of 0.031 and strike has the Asymp. 
Sig value of 0.023. Both of these items are smaller than 0.05, which means that there are 
differences in respondent perceptions based on the respondent’s experience in which there 
are 20 items of H0 are accepted and 1 item of H0 is rejected or H1 is accepted. 
 

Table 5 – Respondent Perceptions on Causative Factors of Delay in Project Completion Based 
on Respondent’s Experience 

 

No Causative Factors of Delay in Project Completion Asymp. Sig 

1 Late payment by owner 0.339 

2 Poor stage implementation 0.081 

3 Material management errors 0.169 

4 Lack of labor 0.088 

5 Bad weather (heavy rain/ flooded location) 0.721 

6 Land condition 0.031 

7 Extra work 0.691 

8 Job changes (structure, ME, plumbing) 0.089 

9 Errors in planning and specifications 0.704 

10 Uncertainty in planning and specifications 0.659 

11 Changes in planning and specifications 0.339 

12 Errors in interpreting images/ specifications 0.490 

13 Changes in work methods by contractors 0.384 

14 Improper schedule planning by contractors / partners 0.580 

15 Non-optimal productivity by the contractors 0.217 

16 Changes in scope of work by consultants 0.153 

17 Strike 0.023 

18 Work repair 0.218 

19 Repair of damage caused by strike 0.093 

20 Delay in shop drawing approval 0.229 

21 Schedule clash with Ramadan and Eid 0.789 

22 Project implementation at the beginning of the year 0.527 

 
Table 6 – Respondent Perceptions on Causative Factors of Delay in Project Completion Based 

on Project Values 
 

No Causative Factors of Delay in Project Completion Asymp. Sig 

1 Late payment by owner 0.424 

2 Poor stage implementation 0.907 

3 Material management errors 0.590 

4 Lack of labor 0.942 

5 Bad weather (heavy rain/ flooded location) 0.825 

6 Land condition 0.166 

7 Extra work 0.525 

8 Job changes (structure, ME, plumbing) 0.880 

9 Errors in planning and specifications 0.517 

10 Uncertainty in planning and specifications 0.795 

11 Changes in planning and specifications 0.645 

12 Errors in interpreting images/ specifications 0.422 

13 Changes in work methods by contractors 0.132 

14 Improper schedule planning by contractors / partners 0.883 

15 Non-optimal productivity by the contractors 0.100 

16 Changes in scope of work by consultants 0.928 

17 Strike 0.684 

18 Work repair 0.284 

19 Repair of damage caused by strike 0.025 

20 Delay in shop drawing approval 0.060 

21 Schedule clash with Ramadan and Eid 0.683 

22 Project implementation at the beginning of the year 0.628 

 
Table 6 explains the respondent perceptions on the causative factors of delay in project 

completion based on the project values. Knowing whether or not there are differences in 
perceptions is carried out by looking at Asymp. Sig. If the Asymp. Sig of each item is smaller 
than 0.050, there is difference in perception based on project values. Table 6 shows that all 
Asymp. Sig values are greater than 0.05. It means that there are similar respondent 
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perceptions in assessing causative factors of delay in project completion except item 19. 
Repair of damage caused by strike has the Asymp. Sig value of 0.031. It means that there 
are differences in respondent perceptions based on the project values in which there are 21 
items of H0 are accepted and 1 item of H0 is rejected or H1 is accepted. 
 

Table 7 – Respondent Perceptions on Causative Factors of Delay in Project Completion Based 
on Project Types 

 

No Causative Factors of Delay in Project Completion Asymp. Sig 

1 Late payment by owner 0.410 

2 Poor stage implementation 0.198 

3 Material management errors 0.000 

4 Lack of labor 0.009 

5 Bad weather (heavy rain/ flooded location) 0.628 

6 Land condition 0.046 

7 Extra work 0.155 

8 Job changes (structure, ME, plumbing) 0.311 

9 Errors in planning and specifications 0.819 

10 Uncertainty in planning and specifications 0.520 

11 Changes in planning and specifications 0.280 

12 Errors in interpreting images/ specifications 0.120 

13 Changes in work methods by contractors 0.003 

14 Improper schedule planning by contractors / partners 0.292 

15 Non-optimal productivity by the contractors 0.517 

16 Changes in scope of work by consultants 0.952 

17 Strike 0.304 

18 Work repair 0.194 

19 Repair of damage caused by strike 0.470 

20 Delay in shop drawing approval 0.515 

21 Schedule clash with Ramadan and Eid 0.767 

22 Project implementation at the beginning of the year 0.286 

 
Table 7 explains the respondent perceptions on the causative factors of delay in project 

completion based on the project types. Knowing whether or not there are differences in 
perceptions is carried out by looking at Asymp. Sig. If the Asymp. Sig of each item is smaller 
than 0.050, there is difference in perception based on project types. Table 7 shows that all 
Asymp. Sig values are greater than 0.05. It means that there are similar respondent 
perceptions in assessing causative factors of delay in project completion except item 3, 4, 6, 
and 13. Material management errors have the Asymp. Sig value of 0.000, lack of labor has 
the Asymp. Sig value of 0.009, land condition has the Asymp. Sig value of 0.046, and 
changes in work methods by contractors has the Asymp. Sig value of 0.003. The four items 
are smaller than 0.05, which means that there are differences in respondent perceptions 
based on the project types in which there are 18 items of H0 are accepted and 4 items of H0 
is rejected or H1 is accepted. 

Table 8 explains the respondent perceptions on the causative factors of delay in project 
completion based on the building floor area. Knowing whether or not there are differences in 
perceptions is carried out by looking at Asymp. Sig. If the Asymp. Sig of each item is smaller 
than 0.050, there is difference in perception based on building floor area. Table 8 shows that 
all Asymp. Sig values are greater than 0.05. It means that there are similar respondent 
perceptions in assessing causative factors of delay in project completion based on building 
floor area. 

Table 9 explains the respondent perceptions on the causative factors of delay in project 
completion based on yes or no questions. Knowing whether or not there are differences in 
perceptions is carried out by looking at Asymp. Sig. If the Asymp. Sig of each item is smaller 
than 0.050, there is difference in perception based on yes or no questions. Table 9 shows 
that all Asymp. Sig values are greater than 0.05. It means that there are similar respondent 
perceptions in assessing causative factors of delay in project completion based on yes or no 
questions. 

Tables 4-9 show that based on the respondent’s position, respondent’s experience, 
project values, project types, building floor area, and yes or no questions on the causative 
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factors of delay in project completion, the significance level values greater than (> 0.05). In 
other words, based on the facts in the field, generally the respondents accept the H0. It 
means that there are similar respondent perceptions in assessing the level of importance on 
the causative factors of delay in project completion. 
 

Table 8 – Respondent Perceptions on Causative Factors of Delay in Project Completion Based 
on Building Floor Area 

 

No Causative Factors of Delay in Project Completion Asymp. Sig 

1 Late payment by owner 0.069 

2 Poor stage implementation 0.102 

3 Material management errors 0.876 

4 Lack of labor 0.662 

5 Bad weather (heavy rain/ flooded location) 0.530 

6 Land condition 0.713 

7 Extra work 0.577 

8 Job changes (structure, ME, plumbing) 0.091 

9 Errors in planning and specifications 0.296 

10 Uncertainty in planning and specifications 0.285 

11 Changes in planning and specifications 0.712 

12 Errors in interpreting images/ specifications 0.715 

13 Changes in work methods by contractors 0.088 

14 Improper schedule planning by contractors / partners 0.130 

15 Non-optimal productivity by the contractors 0.649 

16 Changes in scope of work by consultants 0.832 

17 Strike 0. 618 

18 Work repair 0.186 

19 Repair of damage caused by strike 0.136 

20 Delay in shop drawing approval 0.066 

21 Schedule clash with Ramadan and Eid 0.095 

22 Project implementation at the beginning of the year 0.133 

 
Table 9 – Respondent Perceptions on Causative Factors of Delay in Project Completion Based 

on Yes or No Questions 
 

No Causative Factors of Delay in Project Completion Asymp. Sig 

1 Late payment by owner 0.513 

2 Poor stage implementation 0.471 

3 Material management errors 0.866 

4 Lack of labor 0.427 

5 Bad weather (heavy rain/ flooded location) 0.073 

6 Land condition 0.162 

7 Extra work 0.336 

8 Job changes (structure, ME, plumbing) 0.522 

9 Errors in planning and specifications 0.214 

10 Uncertainty in planning and specifications 0.524 

11 Changes in planning and specifications 0.063 

12 Errors in interpreting images/ specifications 0.330 

13 Changes in work methods by contractors 0.123 

14 Improper schedule planning by contractors / partners 0.886 

15 Non-optimal productivity by the contractors 0.352 

16 Changes in scope of work by consultants 0.698 

17 Strike 0.244 

18 Work repair 0.746 

19 Repair of damage caused by strike 0.962 

20 Delay in shop drawing approval 0.800 

21 Schedule clash with Ramadan and Eid 0.512 

22 Project implementation at the beginning of the year 0.252 

 
Table 10 – Categories that Have Significant and Insignificant Items 

 

Categories Total of Items 
Total of Significant Items 

(Sig. > 0.05) 
Total of Insignificant Items 

(Sig. < 0.05) 

Position 22 21 1 

Experience 22 20 2 

Project Values 22 21 1 

Project Types 22 18 4 

Floor Area 22 22 - 

Yes/No Questions 22 22 - 
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Based on Table 10 above, it is concluded that the floor area and yes/ no question 
categories indicated that 22 items of the causative factors of delay in project completion have 
the same respondent perception or H0 is accepted. Meanwhile, the respondent’s position 
category shows that 21 items of H0 are accepted and 1 item of H0 is rejected, the 
respondent’s experience shows that 20 items of H0 are accepted and 2 items of H0 are 
rejected. The project value indicates that 21 items of H0 are accepted and 1 item of H0 is 
rejected. In addition, the project types show that 18 items of H0 are accepted and 4 items of 
H0 are rejected. They each have 1 item, 2 items, 1 item and 4 items with Asymp. Sig <0.05, 
which means that there are no similar respondent perceptions. However, the results in Table 
10 above can generally be considered significant. 
 

CONCLUSION 
 

The causative factors of delay in project completion under the auspices of the Public 
Works Agency in East Kalimantan Province resulted 6 ranks as follows: 

Lack of labor and inaccurate time schedule planning obtained the r-calculate value 
greater than r table for alignment 5% and 1% (0.498 > 0.463 > 0.361). Thus, it can be 
concluded that there is a positive and significant correlation of 0.498 with a coefficient of 
determination r2 = 0.4982 = 0.248. It means that the 24.80% of schedule planning average 
value is determined by lack of labor value through the regression equation Y = 0.899 + 0.283 
X. The remaining 75.20% is determined by other factors. 

Errors in planning and inaccurate time schedule planning obtained the r-calculate value 
greater than r table for alignment 5% and 1% (0.487 > 0.463 > 0.361). Thus, it can be 
concluded that there is a positive and significant correlation of 0.487 with a coefficient of 
determination r2 = 0.4872 = 0.237. It means that the 23.70% of schedule planning average 
value is determined by ‘errors in planning and specifications’ value through the regression 
equation Y = 1.663 + 0029 X. The remaining 76.30% is determined by other factors. 

Bad weather (heavy rain/ flooded location) and inaccurate time schedule planning 
obtained the r-calculate value greater than r table for alignment 5% and 1% (0.474 > 0.463 > 
0.361). Thus, it can be concluded that there is a positive and significant correlation of 0.472 
with a coefficient of determination r2 = 0.4872 = 0.225. It means that the 23.70% of schedule 
planning average value is determined by ‘bad weather (heavy rain/ flooded location)’ value 
through the regression equation Y = 2.058 + 0.003 X. The remaining 77.50% is determined 
by other factors. 

Non-optimal productivity by the contractors and inaccurate time schedule planning 
obtained the r-calculate value greater than r table for alignment 5% and 1% (0.474 > 0.463 > 
0.361). Thus, it can be concluded that there is a positive and significant correlation of 0.472 
with a coefficient of determination r2 = 0.4722 = 0.223. It means that the 22.30% of schedule 
planning average value is determined by ‘non-optimal productivity by the contractors’ value 
through the regression equation Y = 1.607 + 0.012 X. The remaining 77.50% is determined 
by other factors. 

Material management errors and inaccurate time schedule planning obtained the r-
calculate value greater than r table for alignment 5% and 1% (0.478 > 0.463 > 0.361). Thus, 
it can be concluded that there is a positive and significant correlation of 0.472 with a 
coefficient of determination r2 = 0.4782 = 0.229. It means that the 22.90% of schedule 
planning average value is determined by ‘material management errors’ value through the 
regression equation Y = 1.943 + 0.042 X. The remaining 77.10% is determined by other 
factors. 

Changes in scope of work by consultants and inaccurate time schedule planning 
obtained the r-calculate value greater than r table for alignment 5% and 1% (0.467 > 0.463 > 
0.361). Thus, it can be concluded that there is a positive and significant correlation of 0.467 
with a coefficient of determination r2 = 0.4672 = 0.218. It means that the 21.80% of schedule 
planning average value is determined by ‘changes in scope of work by consultants’ value 
through the regression equation Y = 1.699 + 0.012 X. The remaining 78.20% is determined 
by other factors. 
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The test of the six variables as a whole obtained F-calculate value of 3.34 which is 
greater than F-table (3.34> 3.54> 2.45). The conclusion is F-calculate > F-table which means 
that the multiple correlation coefficient is significant with the determination coefficient (R2) = 
0.531. Thus, the overall schedule planning value of 53.10% is determined by the six 
variables and the remaining 46.90% is determined by other factors. 

Based on the SPSS test, Chi Square test and regression test above, it obtained the 
same conclusion for the six variables in which the respondent has the same perception or 
has the same significance as the result of the calculation (F-calculate) is greater than the 
table (F-table). Meanwhile, in the above example (df = 3), df is the degree of freedom 
obtained by the equation: df = (k - 1) (m - 1) in which k is the number of categories and m is 
the number of groups. So, df = (4 - 1) (2 - 1) = 3. 

If the confidence level is 95% or alpha = 0.050 = 5%, Chi Square table = 7.815 and Chi 
Square calculate 1.4834 < Chi Square table = 7.815. Thus, H0 is accepted or the Asymp. Sig 
value is 0.816 > 0.050 which means that H0 is accepted and H1 is rejected. It is concluded 
that there are similar respondent perceptions in assessing the importance of the causative 
factors of delay in project completion. 
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ABSTRACT 
Agribusiness is one of the driving sectors to national economy. This sector has high risk lead 
to uncertainty to capital and firms’ earnings. The aim of this study is to analyze the impact of 
capital structure and firm financial performance to agribusiness firm value. Panel regression 
is used to analyze 16 sample of agribusiness companies from 2012 to 2016. The results of 
this study showed that capital structure (DER) and firm financial performance (ROA & ROE) 
have a positive and significant effect to agribusiness firm value. Firms must to restructure 
their debts to avoid the risk of bankruptcy and improve its business performance. Investors 
must be considering not to invest in firms with risk of bankruptcy. The government must to 
establish the rules more firmly and take an action against the firms that violate the rules. 
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Agribusiness as one of the driver sectors to national economy has role in sufficient 
people needs, increase farmers’ income, raw material provider, provide a business chance 
and employment opportunities and also support to food security. This sector has high risk 
characteristic that makes agribusiness firms have difficulty in business development. It leads 
to the uncertainty to their capital and firms’ earnings. 
 

Table 1 – Financial development of agribusiness firms at 2013-2016 
 

Sector Year DER ROA ROE 

Agribusiness 2013 2.33 3.97 11.81 

 
2014 1.85 2.94 1.36 

 
2015 2.28 2.13 -0.47 

 
2016 1.43 0.68 -89.81 

Average  1.97 2.43 -19.28 

 
Table 1 shows that financial condition of agribusiness firms at 2013-2016 have been 

decreasing. It because some firms have been decreasing in their sales value that cause by 
decreasing of global commodities prices and also decreasing of their production volume that 
impact decreasing in their earnings (ROA & ROE) every year, but their DER has improve 
because of decreasing as result of firms can repayment their debt and market capitalization 
is increasing that showed in Table 2. 
 

Table 2 – The development of agribusiness stock trading at 2012-2016 
 

Year 
Market Capitalization 

(Million Rupiah) 
Volume (Million) Value (Million Rupiah) 

2012 114,543 48,337 37,846,828 
2013 135,652 47,635 37,322,918 
2014 161,781 85,054 65,499,197 
2015 118,308 102,172 75,824,926 
2016 137,159 105,674 77,784,152 

 
Indonesia stock exchange since 2016 has taken positive growth in all aspect at capital 

market such as market capitalization, volume and trading frequency. It also felt by all listed 
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companies, including agribusiness firm, that showed in Table 2. It because improvement in 
macroeconomy condition and domestic demand that impact economy growth. 

Capital structure and financial performance are factors that determine the height and 
low of firm values. Trade-off theory said that determination of optimal capital structure will 
minimize the cost of capital and increasing firm value, as well the financial performance that 
described by profitability. Signaling theory said that the highest profitability will show a good 
performance and prospect of the firms, so investor will respond the positive signals and the 
firm value will increase (Febrianti 2012). 

Maximizing firm value is important and the main goal of firms, because maximizing firm 
value means maximizing prosperity of investors and it will show from their stock market price 
(Wahyudi and Pawestri 2006). If the highest stock price can describe the highest firm value, 
and vice versa. Firm value is interpreted as the price that investors are willing to pay if firms 
will be sold (Sartono 2010). 

The problem about capital structure and financial performance of firms and their impact 
to firm value have been widely examined in Indonesia. This research has examined at firms 
such as banking, manufacture, mining, food and beverages, retail trade, consumer goods 
and also miscellaneous industry. the research on agribusiness firms is still rarely to do. 

The research on capital structure and financial performance to firm value has been 
done by Aggarwal and Padhan (2012), (Rasyid (2015), Winarto (2015) and Paminto et al. 
(2016) who found that profitability has significant and positive impact to firm value. The 
research on capital structure impact to firm value by them found different result. Aggarwal 
and Padhan (2012) found that capital structure has negative and significant impact to firm 
value. Rasyid (2015) and Paminto et al. (2016) found that capital structure has negative and 
unsignificant impact to firm value, but Winarto (2015) found that capital structure has positive 
and significant impact to firm value. 

The research on capital structure is still interesting to do, especially at agribusiness 
firms, because every sector has differences in determining their capital structure and also the 
problems of capital structure is directly related to their financial performance which is if firms 
can not determine their optimal capital, it will make a bad impact to firm financial performance 
and their firm value. 

The purposes of this research are: 

 To analyze the capital structure, firm financial performance and agribusiness firm 
value that listed in Indonesia Stock Exchange at 2012-2016; 

 To analyze the impact of capital structure and firm financial performance to 
agribusiness firm value that listed in Indonesia Stock Exchange at 2012-2016. 

 
METHODS OF RESEARCH 

 
Sample and Data. The type of data that used in this research is secondary data. The 

data is the audited firm’s financial statement at 2012-2016 and originated from IDX website. 
This research used 16 firms from 21 listed firms in Indonesia Stock Exchange. It determines 
with purposive sampling method. 
 

Table 3 – Research Variables 
 

Variable Notation Unit Literature 

Dependent 
Independent 

Firm Value PBV % Paminto et al. (2016) 
Capital Structure DER % Paminto et al. (2016) 

Financial Performance ROA & ROE % Paminto et al. (2016); 
Aggarwal dan Padhan (2017) 

Control Dividend Policy DPR % Paminto et al. (2016) 
Firm Size SIZE (ln) Aggarwal dan Padhan (2017) 
Firm Growth GROWTH % Paminto et al. (2016) 

 
This research is using descriptive approach and quantitative approach. Descriptive 

approach is using to answer the first purpose of this research that explain average of capital 
structure, firm financial performance and firm value. 
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Quantitative approach is using to answer the second purpose of this research to 
explain the impact of capital structure and firm financial performance to agribusiness firm 
value and it uses data panel method. To test the effect of capital structure and firm financial 
performance on firm value the formulation used is: 
 

𝑃𝐵𝑉𝑖𝑡  = α + 
1
𝐷𝐸𝑅𝑖𝑡  + 

2
𝑅𝑂𝐴𝑖𝑡  + 

3
𝑅𝑂𝐸𝑖𝑡  + 

4
𝐷𝑃𝑅𝑖𝑡  + 

5
𝑆𝑖𝑧𝑒𝑖𝑡  + 

6
𝐺𝑟𝑜𝑤𝑡ℎ𝑖𝑡  + 𝑖𝑡  

 
Where: α and β is intercept term, ἰ is number of companies (1, 2, 3 …, 16), t is time period 
(2012, 2013, …, 2016), and ε is error term. 
 

RESULTS AND DISCUSSION 
 

The result from this descriptive analysis used to explain the characteristic of firm value 
(PBV), capital structure (DER) and firm financial performance (ROA & ROE) from 16 firms 
that used in this research. The firm with the highest average of firm value (PBV) is PT Inti 
Agri Resources. At 2015, this firm has been increasing in their stock price because this firm 
has been taking an agreement acquisition for PT Argo Artha Surya at December 17th 2015. It 
makes investor respond this news with taking a trading in this firms. The lowest average of 
firm value is for PT Bakrie Sumatera Plantation. At 2013, this firm has been decreasing in 
their stock price because there was a news about this firms cannot repayment their short 
terms debt that makes there is negative sentiment from investor. It happens because at 2013 
this sales value was declining because declining of their production volume. The result is 
showed in Figure 1. 
 

 
 

Figure 1 – Average of agribusiness firm value 

 
Figure 2 showed that the firm with the highest average of capital structure (DER) is PT 

Central Proteina Prima. Government has set rules about the amount of comparison between 
debt and capital in Peraturan Menteri Keuangan Republik Indonesia No. 169/PMK.010/2015 
that the biggest amount of comparison between debt and capital is 4:1. This firm has broken 
the rules because at 2009 until last 2012 this firm has problem about the arrear of obligation 
debt, the changing of business pattern at 2016, and also decreasing sales that cause the raw 
material was reduced. It also makes decrease in firm’s earnings. The lowest average of 
capital structure is for PT Inti Agri Resources. It because this firm has been doing repayment 
of their bank debt and they can maintain their stability of debt and capital usage like 
government rules. 

The firm with the highest average of firm financial performance (ROA) is PT Astra Agro 
Lestari that showed in figure 3. At 2012, this firm has the highest earnings because 
increasing sales volume of CPO and Kernel and also increasing of domestic demand. The 
lowest average of firm financial performance (ROA) is PT Gozco Plantation. At 2016, this firm 
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has been decreasing on sales volume and increasing in their production cost. The total asset 
of firm also has been decreasing because there was amortization at plant assets and also 
there was decreasing on stock investment value at one of their subsidiaries. 
 

 
Figure 2 – Average of agribusiness capital structure 

 

 
Figure 3 – Average of agribusiness firm financial performance (ROA) 

 
Figure 4 showed that the highest average of ROE was owned by PT SMART. At 2014, 

this firm got the highest earnings because increasing in sales volume of CPO and Kernel and 
also increasing in their equity. The lowest average of ROE is PT Central Proteina Prima. 
Performance of firm in 2016 was the lowest because this firm has been decreasing in sales 
volume, change in business pattern with partner business and also increasing obligation debt 
and bank debt. 

This research uses a panel data approach where testing for the second purpose of this 
study is how the influence of capital structure and financial performance on firm value in 
agribusiness companies. The results of the testing of the best models are obtained from the 
panel fixed effect model. The results of the fixed effect processing model are presented in 
Table 4. 

Table 4 shows that the model in agribusiness companies has an R-Squared of 
0.960715 which means that 96.1% of the diversity of the dependent variable (firm value / 
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PBV) can be explained by independent variables (DER, ROA, ROE, DPR, SIZE & 
GROWTH) in this study and the remaining 3.8% is explained by other variables outside of 
the model. 
 

 
Figure 4 – Average of agribusiness firm financial (ROE) 

 
The results of this study which states that an increase in capital structure (DER) has a 

significant positive effect on value. This result is in accordance with the trade-off theory and 
capital structure theory where the result show that the firm is able to maintain the optimal 
value of the capital structure it uses. This is a positive signal for investors to invest in this 
firm. Investors have hopes that the management of the firm is able to manage their 
obligations well and be a good development for the future of the firm. This result is consistent 
with the research of Hermuningsih (2013) and Winarto (2015) who found that the capital 
structure has a significant and positive effect on firm value. 
 

Table 4 – Factors that impact agribusiness firm value 
 

Variable Coefficient Std. Error t-Statistic Prob. 

C 8.278080 41.63161 0.198841 0.8431 
DER 0.058642 0.001538 38.13949 0.0000 
ROA 2.547464 0.549098 4.639363 0.0000 
ROE 0.124763 0.018067 6.905471 0.0000 
DPR 0.032439 0.106716 0.303976 0.7622 
SIZE 1.583928 1.885614 0.840006 0.4044 

GROWTH -0.026329 0.053315 -0.493846 0.6233 

R-Squared 0.960715    
Prob (F-Statistik) 0.000000    
Durbin Watson 2.150109    

 
Signaling theory states that high profitability shows good corporate performance and 

prospects, so investors will respond positively to these signals and the value of the firm will 
increase (Febrianti 2012). The result show that Return on assets has an positive and 
significant effect on firm value. This theory is in accordance with the These results indicate 
that the higher earnings power, the more efficient asset turnover and / or the higher the profit 
margin that the firm will get and this will have an impact on increasing the value of the firm. 
This result is consistent with the research conducted by Chen and Chen (2011) and Ulupui 
(2005) who found that ROA had a significant positive effect on firm value. 

Return on equity has an positive and significant effect on firm value. This shows the 
firm's ability to return their obligations, both long-term and short-term debt obligations and 
also obligations to shareholders in the form of dividends. If the firm achieves that, it will 
attract investors to buy shares in the firm. This research is in accordance with what was done 
by Hermuningsih (2013) who found that ROE had a significant positive effect on firm value. 

Managerial Implications. A high corporate value will make investors believe in the firm's 
performance and future prospects. An investor needs a variety of information on the firm's 
financial performance to reduce the risks and conditions of uncertainty that occur. The higher 
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the stock price, the higher the value of the firm and the prosperity of shareholders who invest 
in the firm. From that the firm continues to maintain good performance will increase the firm's 
stock price in order to attract investors to keep investing in the firm. 

The results of this study note that there are three factors that influence firm value, 
namely capital structure (DER) and firm financial performance (ROA and ROE). The firm's 
capital structure seen from the average value is recommended to companies to use debt as 
their main source of funding because by increasing their debts the value of the firm will also 
increase, but the use must also be in accordance with the standards of government, namely 
the composition of debt and capital 4: 1. Agribusiness companies in this study in general in 
determining the amount of debt and capital were still below the threshold set by the 
government except PT Central Proteina Prima and PT Bakrie Sumatera Plantations. The two 
companies need to restructure the use of corporate debt to maintain the stability of the firm's 
profitability which continues to decline and maintain the stability of its firm value, because if 
this continues it will cause both companies to lose their investors who end up in bankruptcy 
risk and will be suspended and delisted by the Indonesia Stock Exchange. The two 
companies must also improve their business performance so that the firm's finances are 
immediately stabilized and the debt problems are resolved immediately. 

Investors are recommended to choose companies that are able to maintain the amount 
of debt and capital use in accordance with the maximum set by the government and also 
companies that can provide high returns from both ROA and firm ROE. This study shows that 
the types of business activities in the field of oil palm plantations and agricultural raw material 
providers provide benefits for investors if they invest in these business activities. Investors 
need to avoid companies that are at risk of going bankrupt and not providing benefits to 
investors such as companies that are related to the type of business activities of fisheries. 

The government as a regulator needs to take action against companies that have a 
large amount of debt and capital that exceeds the established threshold and the firm's 
performance continues to decline by issuing warnings such as stock trading suspended and 
delisted from the stock market. The stipulated regulations need to be tightened and provide 
strict sanctions to companies that violate government regulations so that companies are 
more careful in regulating their capital so that corporate value and financial performance can 
be maintained. 
 

CONCLUSION 
 

Based on the results of the descriptive analysis it is known that in general the average 
agribusiness firm experiences an increase in the value of the firm, which can be seen from 
the stock price offered in the market greater than the price offered by the firm. The firm's 
capital structure (DER) is generally seen that all companies use a conservative capital 
structure policy in which management uses debt as its main source of funding that can be 
seen from the average of all companies. Firm performance (ROA) is generally seen from the 
average value that the financial performance of all companies still provides benefits and is 
able to guarantee the assets of the firm. While for ROE in general, all companies suffer 
losses with a value with several companies that have very low average values and are 
negative. 

Firm value is significantly influenced by capital structure and firm financial performance 
(ROA & ROE) and all variables have a positive and significant effect, which means that any 
increase in capital structure and financial performance will increase the value of the firm. 
While the control variables of firm growth, dividend policy and firm size have no significant 
effect on firm value, where firm size and dividend policy have a positive effect, while firm 
growth has a negative effect on firm value. 
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ABSTRACT 
Objective of the study is toanalyze the implementation of regulation policy and describe and 
analyze the factors that support and inhibit the implementation of Implementation of 
Regulation Policy Ministry of Marine Affairs and Fisheries Republic of Indonesia No. 
58/PERMEN-KP/2014. Data analysis method uses interactive model analysis with three 
procedures, namely data reduction, data presentation and conclusion / verification. The 
research findings generally indicate the Implementation of the Republic of Indonesia's 
Minister of Maritime Affairs and Fisheries Regulation Regarding Temporary Termination 
(Moratorium) as a whole, both standard instruments and policy objectives, resources, 
characteristics of implementing organizations, communication between organizations and 
implementing activities, dispositions or attitude of executors and social, economic / political 
environment can work well. This is also supported by the role of officers who carry out their 
duties properly and correctly according to technical instructions. 
 
KEY WORDS 
Implementation, policy, moratorium, fisheries, marine affairs. 
 

Indonesia is the largest maritime and archipelago country in the world. As a maritime 
country Indonesia has an area of 6,315,222 km2 of water, coastline length 99,093 km2, and 
the number of islands 13,466 islands are named and coordinate. (www.bakosurtanal.go.id). 
Then, according to the United Nations Convention on Law of the Sea Law or UNCLOS, 
Indonesia has the exclusive right to utilize 2.7 km2 of marine resources in the waters of the 
Exclusive Economic Zone (ZEE) Mahmudah, 2015). 

The magnitude of Indonesia's marine and fishery wealth cannot yet be utilized 
optimally. 70 percent two-thirds of Indonesia's territory is the ocean. Its potential is huge to 
become a driver of the national economy. The problem is that until now the potential has not 
been maximally utilized by the community" (http://www.dikti.go.id/). One of the obstacles in 
optimizing the wealth of Indonesian marine fisheries is the rampant illegal fishing in 
Indonesia's marine waters. Indonesian losses due to illegal, unreported, and unregulated 
fishing (IUU fishing), according to the Directorate General (Directorate General of Maritime 
and Fisheries Resources Monitoring (PSDKP) KKP Indonesia is estimated to experience a 
loss of Rp. 101,040 trillion / year due to IUU Fishing. (http://id.beritasatu.com). 

Based on these conditions the government needs to firmly establish policies on the 
utilization and management of fisheries resources that are responsible for and overcoming 
Illegal, Unreported and Unregulated (IUU) Fishing in the State Fisheries Management Areas 
of the Republic of Indonesia (WPP-NRI) at sea. Cases of illegal fishing in the waters of the 
Indonesian Exclusive Economic Zone as an example of the Vietnam Illegal Fishing Ship in 
Natuna. This case was reported by the online newspaper tvonenews.com on April 16, 2013, 
reported that the Supervision Ship of the Ministry of Maritime Affairs and Fisheries captured 
eleven Vietnamese ships without documents in the waters of the Indonesian Exclusive 
Economic Zone (ZEE) in the Natuna Sea waters. The perpetrators of illegal fishing in 
Indonesia are also not deterrent, although many Indonesian security forces have seized 
foreign vessels without permission to keep stealing fish in the Indonesian sea because it is 
an advantage for foreign fishermen. 
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Ministry Of Marine Affairs And Fisheries Republic Of Indonesia as a leading sector in 
the management and utilization of marine and fishery wealth has taken a firm policy to 
eradicate illegal fishing. One such action is the sinking of foreign and ex-foreign vessels as a 
concrete step in the implementation of Law No. 45 of 2009 concerning Fisheries. The act of 
sinking the ship is a state action in combating illegal fishing activities and in addition to 
providing a deterrent effect and increasing the effect of deterrence or offense against 
regional violations that can harm and threaten the sovereignty of the country. 

Responding to the occurrence of Illegal, Unreported and Unregulated (IUU) fishing that 
caused losses for Indonesia, the Ministry of Maritime Affairs and Fisheries (KKP) has issued 
Minister of Marine and Fisheries Regulation Number: 56 / PERMEN-KP / 2014 dated 
November 3, 2014 concerning Temporary Termination ( Moratorium) Licensing of Capture 
Fisheries in the Fisheries Management Areas of the Republic of Indonesia. 

The issuance of the Republic of Indonesia Minister of Maritime Affairs and Fisheries 
Regulation Number 57 of 2004 and confirmed by policies issued by the Minister of Marine 
and Fisheries of the Republic of Indonesia Number 56 / PERMEN-KP / 2014 concerning 
Discipline of Staff of State Civil Apparatus in the Ministry of Maritime Affairs and Fisheries in 
the implementation of a temporary termination policy (Moratorium) licensing of capture 
fisheries, transshipment in the sea and use of nahkoda and foreign vessel crews have a 
significant impact on the fisheries sector in the Bitung region of North Sulawesi. The 
existence of these policies relating to transshipment (transshipment) is no longer permitted, 
in the Bitung fishing port received demands from fishing communities where these rules are 
not clearly and clearly specified so that it becomes confusion of lower level apparatus as an 
institution designated by the Law to provide sailing permits and other permits needed for 
transport vessels not dispatched and permitted transfer of cargo from fishing vessels to 
transport vessels is very detrimental to employers and ship crews (ABK) as fishermen 

With the Moratorium, KKP will conduct a comprehensive evaluation of the 
administration of all ships operating in the territory of Indonesia, including: Fisheries 
Business License (SIUP), Fishing License (SIPI), and Fish Carrier Ship License (SIKPI). In 
addition to the temporary suspension (Moratorium) of foreign-made vessels, KKP also issued 
Permen KP Number: 57 / PERMEN-KP / 2014 concerning the Second Amendment to the 
Regulation of the Minister of Maritime Affairs and Fisheries Number: Per.30 / Men / 2012 
concerning Capture Fisheries in Management Areas Fisheries of the Republic of Indonesia, 
where this Ministerial Regulation regulates the Prohibition of Landing of Fishes from the 
Catch of Fishing Vessels through Sea Charge 

Transhipment itself must be carried out with several provisions, including having the 
same base port, transhipment implementation supervised by observers of fishing vessels 
and fishing vessels (observer), VMS transmitters in active condition and can be monitored 
online, reporting to base port heads as stated in SIPI and SIKPI, report to fisheries 
supervisors at base ports as stated in SIPI or SIKPI, and fill in the statement of transfer of 
captured fish signed by each ship captain and delivered to the base port head. 
 

THEORETICAL FRAMEWORK AND HYPOTHESIS 
 

Conceptual Definition of Public Policy Implementation. Policy is an effort or action to 
influence the system of achieving the desired goals, the intended efforts and actions are 
strategic, namely long-term and comprehensive. Policy or in English we often hear the term 
policy. Policy is an effort or action to influence the system of achieving the desired goals, the 
intended efforts and actions are strategic, namely long-term and comprehensive. Policies are 
made in a framework to solve problems and to achieve certain desired goals and objectives. 
Policies related to what they say are done by the government and not just what they want to 
do. 

Public Policy is a complex pattern of dependence on interdependent collective choices, 
including decisions not to act, made by government agencies or offices "(Dunn, 2003). Public 
policy according to what was stated by Dunn suggests the existence of collective choices 
that are interdependent with each other, in which decisions to take action. The public policy 
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in question is made by a government agency or office. A policy if it has been made, it must 
be implemented to be carried out by administrative units that mobilize financial and human 
resources, and evaluated so that it can be used as a monitoring mechanism for the policy in 
accordance with the objectives of the policy itself 

Implementation is the embodiment of the programs that have been determined in the 
formulation of the strategy. The main essence of implementation is understanding what 
should happen after a program is declared valid or formulated. Implementation has four 
aspects that must be considered, namely: who is involved in implementation, the nature of 
the administrative process, compliance with a policy and the effects or effects of 
implementation (Tahir, 2011). 

Anderson (1979) suggested that policy implementation can be seen in four aspects, 
namely: "Who is involved in policy implementation, the nature of the administrative process, 
compliance with policy, and the effect of implementation on the impact of policy content 

According to Van Meter and Van Horn (Subarsono, 2005), there are six variables that 
affect implementation performance, that is: 

 Policy standards and targets. Policy standards and targets must be clear and 
measurable so that they can be realized; 

 Resources. Policy implementation needs to support resources both human resources 
and non-human resources; 

 Relationships between Organizations. In many programs, the implementation of a 
program needs support and coordination with other institutions; 

 Characteristics of implementing agents. What is meant by the characteristics of 
implementing agents includes the structure of the bureaucracy, norms, and patterns 
of relations that occur in the bureaucracy, all of which will affect the implementation of 
a program; 

 Social, political and economic conditions. This variable includes environmental 
economic resources that can support the success of policy implementation; 

 Disposition of the implementor. The implementor's disposition includes three 
important things, namely: the implementor's response to the policy, which will 
influence the way to implement the policy. and the intensity of the disposition of the 
implementor, namely the value preferences possessed by the implementor. 

 

 
 

Figure 1 – Policy Implementation According to Van Meter and Van Horn 
(Source: Van Meter and Van Horn dalam Subarsono, 2005) 

 
Legal and Illegal Fishing. Based on the articles contained in the United Nations 

Convention on Law of the Sea 1982 (UNCLOS 1982) which can be categorized as IUU 
Fishing activities (Nikijuluw, 2008) include: 

 Illegal fishing, which is illegal fishing activities in the territorial waters of the country's 
Exclusive Economic Zone or does not have permission from that country; 
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 Unregulated fishing, namely fishing activities in territorial waters or the Exclusive 
Economic Zone of a country by not complying with the applicable rules in that 
country; 

 Unreported fishing, namely fishing activities in the territorial waters or the Exclusive 
Economic Zone of a country by not reporting on its operational activities and vessel 
data and catch results. The biggest practice in IUU Fishing is basically fishing by 
other countries without permission from the country concerned. 

The United Nations Convention on the Law of the Sea (UNCLOS) states that marine 
legal institutions can be divided into two parts, namely institutions that can be included as 
part of the territory of the state and institutions that are not part of the territory of the country. 
Institutions that are part of the territory of the country are subject to the sovereignty and 
national law of the country, including the sea which is included in the territorial territory and 
inland waters. The institutions that are not part of the territory of the country, where the 
coastal state has certain jurisdictions but are limited in nature, namely the Exclusive 
Economic Zone (EEZ). In the EEZ region, other countries can still get the opportunity to 
make use and management of biological resources insofar as there have been bilateral 
agreements or agreements with coastal states of sovereign rights holders over EEZ. The 
right to freedom to use and manage biological resources in this EEZ area, one of which is the 
opportunity to carry out fishing activities. 

In order to overcome this illegal practice, FAO (Food and Agriculture Organization) as 
one of the world bodies has formulated the practice of illegal fishing into the provisions of the 
Code of Conduct for Responsible Fisheries (Code f Conduct). In this case the FAO 
committee on Fisheries has formulated the development of a standard of behavior that leads 
to sustainable and responsible fisheries practices. In this Code of Conduct, principles and 
standards are set to be applied through conservation, management and development of 
fisheries resources (FAO, 1995). For this reason, national and international efforts are 
needed to ensure the exploitation of aquatic biological resources in harmony and harmony 
with the sustainability of the ecosystem. The Code of Conduct compiled by FAO is a 
technical aspect that becomes the provision of implementation of the UN convention on 
marine law (UNCLOS 1982). 

Framework of Thinking and Hypothesis The territory of Indonesia, the majority of which 
is in the form of islands, does have a large risk of illegal fishing. The weak supervision and 
regulations that have not been resolved are thought to be one of the triggers for the rampant 
illegal fishing. Based on the Supreme Audit Agency's (BPK) report on state losses from 
Illegal, Unreported, and Unegulated (IUU) Fishing of Rp. 300 trillion every year (Jaelani and 
Udiyo, 2014) and the decline in the number of fishing households from 1.6 million to 800,000 
during 2003- 2013 This is because of the difficulty in obtaining fish with limited fishing ground 
and losing competition in terms of technology with large vessels. Other violations include the 
use of foreign nationals captain and crew, illegal transshipment (transshipment in the middle 
of the sea without landed catches), inappropriate reporting between factual and number of 
landed fishes, inappropriate use of fishing gear (prohibited), breaking fishing routes fish, 
falsification of ship registration documents (DC, BoS, Ga), double flagging, dual registration, 
mark down GT ships, not building / partnering with UPI, using illegal fuel, shutting down VMS 
and AIS, and manipulating investment structures (Hussein, 2015 ) This incident has been 
going on for a long time and there needs to be strict law enforcement and criminal action 
against those who commit illegal fishing in Indonesia. 

Based on these conditions the government needs to firmly establish policies on the 
utilization and management of fisheries resources that are responsible for and overcoming 
Illegal, Unreported and Unregulated (IUU) Fishing in the State Fisheries Management Areas 
of the Republic of Indonesia (WPP-NRI). at sea. Cases of illegal fishing in the territorial 
waters of the Indonesian Exclusive Economic Zone. 

Responding to the occurrence of Illegal, Unreported and Unregulated (IUU) fishing that 
caused losses for Indonesia, the Ministry of Maritime Affairs and Fisheries (KKP) has issued 
Minister of Marine and Fisheries Regulation Number: 56 / PERMEN-KP / 2014 dated 
November 3, 2014 concerning Temporary Termination ( Moratorium) Licensing of Capture 



RJOAS, 1(85), January 2019 

456 

Fisheries in the Fisheries Management Areas of the Republic of Indonesia. The policy will 
have performance in accordance with the goals and objectives of the Implementation if the 
mechanism is carried out in an integrated manner that includes policy standards and targets, 
Resources, Inter-organizational Communication and strengthening activities, Characteristics 
of implementing agents, Social, economic and political conditions, Disposition of 
implementers. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

 
Figure 2 – Framework of Thinking 

 
Hypotheses. Based on the framework, the hypotheses are as follows: Implementation 

of the Termination Policy (Moratorium) Licensing of Capture Fisheries in the Republic of 
Indonesia State Fisheries Management Area is useful if the mechanism is integrated which 
includes policy standards and objectives, resources, inter-organizational communication and 
strengthening activities, characteristics of implementing agencies, social, economic 
conditions and politics, implementor Disposition and Implementation Performance are 
harmonized with the objectives and mission of the Ministry of Maritime Affairs and Fisheries 

The subjects of this study were the Department of Marine and Fisheries of Bitung City, 
North Sulawesi Province. Respondents were Head of Bitung City Marine and Fisheries 
Service, Head of Bitung City Bappeda, Chair of Fishermen Group, Chair of Bitung City 
Fisheries Entrepreneurs Association, Hukum Tua / Bitung Fisherman Village Head. Data 
collection techniques used in this study were through interviews, observation, and 
documentation. 

The object of the research is the Temporary Termination Policy (Moratorium) of 
Licensing of Fishing Fish Business in the Fisheries Management Areas of the Republic of 
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Indonesia which covers aspects of policy standards and objectives, resources, inter-
organizational communication and strengthening activities, characteristics of implementing 
agencies, social, economic and political conditions, disposition implementor and 
implementation performance. These objects become research variables and analyzed using 
interactive model analysis with three procedures, namely data reduction, data presentation 
and conclusion / verification. 
 

METHODS OF RESEARCH 
 

This study applies a qualitative method that is descriptive qualitative by explaining that 
a policy is said to be successful if the policy implemented has the desired impact. In this 
study qualitative methods were used to explain the Termination (Moratorium) of Licensing of 
Fishing Fish Business in the Fisheries Management Areas of the Republic of Indonesia. This 
method is used to explain the purpose and objectives of the study where some questions 
arise and the data obtained, such as the implementation process of policies, Factors that 
affect the Implementation of Discipline Implementation of State Civil Service Employees at 
the Ministry of Maritime Affairs and Fisheries in Bitung City Marine and Fisheries Service 

The unit of analysis is the Standard and target of policies, Resources, Inter-
organizational Communication and strengthening activities, Characteristics of implementing 
agents, Social, economic and political conditions, Disposition of implementers and 
Implementation performance. Data analysis method uses data analysis that has been 
developed by Miles and Huberman (in Emzir, 2010), using ineractive model analysis with 
three procedures, namely data reduction by conducting a simplification process of data from 
various sources and various methods to determine themes and organize data according to 
focus research covering policy standards and objectives, resources, inter-organizational 
communication and strengthening activities, characteristics of implementing agents, social, 
economic and political conditions, implementor's disposition and implementation 
performance. Data presentation is done in a way by using tables and images related to 
Discipline Implementation of State Civil Service Employees in the Ministry of Maritime Affairs 
and Fisheries in the Bitung City Marine and Fisheries Service. Conclusions / verification by 
means of any conclusions will always continue to be verified during the research that 
involves the interpretation of the researcher. 
 

RESULTS AND DISCUSSION 
 

Policy Standards and Objectives. The performance of policy implementation can be 
measured by its success from the size and realistic policy objectives with socio-culture at the 
level of policy implementers. Therefore it is necessary to carry out standardization and policy 
objectives. An understanding of the general intentions of a standard and policy objectives is 
important. Successful policy implementation may fail when the implementers are not fully 
aware of the standards and policy objectives. Policy standards and objectives have a close 
relationship with the disposition of implementers (implementors). 

Based on the results of the study, it was found that the policy objective was to improve 
the management of fisheries sector management, especially in re-recording the status of 
ships, stopping transshipment at sea, not extending ships that had expired, and not issuing 
new licenses for business licenses. Fisheries (SIUP), Fishing License (SIPI) and Fish Carrier 
Ship License (SIKPI). The policy objective is to realize responsible fisheries management, 
and mitigate Illegal, Unreported and Unregulated (IUU) Fishing in the Republic of Indonesia 
Fisheries Management Area Indonesia. Policy implementation activities include arranging 
licensing through, managing the central and regional permit database properly, developing 
integrated online licensing, and improving licensing regulations Coordinating in the context of 
law enforcement against illegal fishermen through analysis and evaluation (Anev) of foreign 
vessels And provide information to relevant institutions. 

Resource. Resources are one of the important factors in the process of implementing 
or implementing a program or policy, where without the support of adequate resources, 
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whether in the form of the amount or ability or expertise of the program implementers or the 
implementation policies of a program will not achieve its objectives. Availability of resources 
in implementing a program or policy is one factor that must always be considered, if the 
policy is implemented as planned. In this case the resource in question is Human Resources 
(HR) from the executor of the policy both in quality and quantity such as staff who are 
sufficient, adequate and competent in their field, besides that in the aspect of resources also 
need to be supported by how information is available for decision making, authority, and 
facilities needed in the implementation of the Discipline Implementation of State Civil Service 
Employees at the Ministry of Maritime Affairs and Fisheries at the Bitung City Marine and 
Fisheries Service. 

Availability of implementers is classified according to position, competence, education. 
The Bitung City Marine and Fisheries Service has a sufficient number of employees and is 
classified based on position, class, level of education, average age and course or with the 
training that has been attended. In addition to the adequate number of implementers, there is 
also a need for competent implementers after office, education in carrying out the program, 
because if the number of implementers is sufficient, without being balanced with the ability or 
expertise in running the program, the implementation process cannot run optimally. The 
availability of skilled human resources is very important so that the implementation of 
programs or policies is more efficient and effective, where sometimes the implementation of 
an activity is hampered other than because of the inadequate number of implementers and 
also the lack of quality human resources as implementers. The amount and quality of 
adequate implementers can have a positive impact on implementation. 

Characteristics of Implementing Organizations. The characteristics of implementing 
organizations that are of concern include formal organizations and informal organizations 
which will be involved in implementing the policy. This is important because the performance 
of policy implementation will be greatly influenced by the right characteristics and match with 
the implementing agents. This is related to the context of the policy that will be implemented 
in several policies that are demanded by implementing strict policies and discipline as well as 
being needed by democratic and persuasive implementing agents. 

The results showed that the officers had performed their duties well because they had 
the characteristics of the implementing organization in the form of clear and easily 
understood technical instructions by the officers so that each officer was able to understand 
what was the responsibility of his work. 

Inter-Organization Communication. Communication is something that really determines 
the success of achieving the objectives of public policy implementation. Communication 
involves the process of delivering information or transmission, the clarity of the information 
and the consistency of the information conveyed Knowledge of the things they do can work if 
the communication goes well, so that any policy decisions and implementation regulations 
must be communicated to the appropriate personnel department. 

The policy implementation of the Republic of Indonesia Minister of Maritime Affairs and 
Fisheries Regulation Implementation is carried out through the communication process in the 
organization. Communication is very important, because a program can only be implemented 
well if it is clear to the implementers, where communication is needed so that decision 
makers and implementers will be more consistent in implementing each policy that will be 
implemented in the community. There are three indicators that can be used to measure the 
success of this communication aspect, namely: Transmission, which is a good 
communication channel that can produce a good implementation result. Often what happens 
in this transmission process is that there is a misunderstanding, this occurs because the 
implementation of communication has gone through several levels of bureaucracy, so that 
the expected things are distorted in the middle of the road. Clarity of information, where 
communication or information received by policy implementers must be clear and not 
confusing. Clarity of policy information does not always hinder the implementation of policies, 
where at a certain level the implementers need flexibility in implementing the policy, but at 
another level it will in fact divert the objectives to be achieved by the policies that have been 
set. The consistency of the information conveyed, namely the command or information 
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provided in the implementation of a communication must be clear and consistent to be 
implemented and implemented. If the orders given often change, it can cause confusion for 
the implementer in the field. 

Implementing Disposition. One of the factors that support the success of policy 
implementation is the attitude of the implementor or the attitude of the policy implementers. If 
the apparatus agrees with the contents of the policy that will and must be carried out, they 
will carry out happily but if the views of the implementing apparatus are different from the 
policy makers, the implementation process will experience many problems and not achieve 
the programs that have been made. 

The position of implementing the policy in implementing the Republic of Indonesia 
Minister of Marine Affairs and Fisheries Regulation Regarding Termination (Moratorium) of 
Licensing of Fishing Fish, Transhipment in the Sea, and the Use of Foreign Helicopters and 
Shipmen (Abk) can be seen through the level of compliance and giving wages / rewards to 
policy implementers, if the implementer wants to be effective, the implementers not only 
know what will be done but also must have the ability to implement it. This disposition is the 
desire and tendency of the attitude of the implementers to truly carry out so that what is the 
goal can be realized. This disposition will emerge among the implementers, so that the 
beneficiaries are not only the organization but the attitude of the implementer. 

Social, Economic and Political Environment. The performance of policy implementation 
can be seen by emphasizing the extent to which the external environment contributes to the 
success of public policy. The social, economic and political environment that is not conducive 
can be a source of problems from the failure of policy implementation performance. Then it is 
necessary to implement policies that require conducive external environmental conditions. 
officers have carried out their duties well because the social, economic and political 
environment in Bitung City is quite safe and smooth. Executing tasks in the field can work 
professionally because the work environment is conducive, safe, clean and smooth. 

Supporting factors for the implementation of the Republic of Indonesia's Minister of 
Maritime Affairs and Fisheries Regulation Regarding Termination (Moratorium) include clear 
policy objectives to make fishing communities and fisheries businesses in the city of Bitung in 
implementing the rules related to the implementation of the Bitung Ocean fishing port, 
especially traditional fishermen feel the direct results of the capture effort they did for their life 
needs. After the moratorium and transshipment, the catch is increased due to fishing, it only 
takes 2-3 hours to return directly so that it is seen from the operational aspect that BBM is 
more economical than before, which takes 6-8 hours. 

The inhibiting factors for the implementation of the Republic of Indonesia's Minister of 
Maritime Affairs and Fisheries Regulation concerning the Termination (Moratorium) are clear 
SOPs needed in the utilization and management of fisheries. 
 

DISCUSSION OF RESULTS 
 

Implementation of the implementation of the Republic of Indonesia's Minister of 
Maritime Affairs and Fisheries Regulation Regarding Temporary Termination (Moratorium) 
can be fully implemented as mandated in the objectives, implementation and implementation 
of the Republic of Indonesia Minister of Marine and Fisheries Regulation Number 58 of 2014. 
Implementation of Republic of Minister of Maritime Affairs and Fisheries Regulation 
Implementation Indonesia Regarding Termination (Moratorium) based on the aspects 
contained in it has been effective and optimal and according to the expected target. 

Based on Standard Aspects and Policy Objectives, Implementation of the 
implementation of the Republic of Indonesia's Minister of Maritime Affairs and Fisheries 
Regulation Regarding Termination (Moratorium) is implemented in accordance with technical 
guidelines to improve management of fisheries sector management, especially in re-
recording ship status, terminating cargo transfer at sea, not giving extension to ships that 
have expired, and no new licenses for fishing licenses (SIUP), fishing licenses (SIPI) and fish 
carrier vessels (SIKPI) are issued. 
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Based on the Resource Aspect in the implementation of the Republic of Indonesia's 
Minister of Maritime Affairs and Fisheries Regulation concerning the Termination 
(Moratorium), it covers both quality and quantity. The Marine and Fisheries Service has 
employees who are adequate in terms of quantity, to implement the Republic of Indonesia's 
Minister of Maritime Affairs and Fisheries Regulations Regarding the Termination 
(Moratorium). In quality, human resources in this case are employees in the Bitung City 
Marine and Fisheries Agency must have competence. In accordance with the theory put 
forward by Edward III, which states that the number and quality of adequate implementers 
have had a positive impact on program implementation. 

Based on the aspects of the Characteristics of the Implementing Organization, the 
Marine and Fisheries Service Office of the City of Bitung has performed its duties well, all 
staff have the same implementation standards in accordance with the technical instructions 
from the applicable regulatory agencies. According to Van Meter and Van Horn (1975), the 
variables that influence the implementation of public policy are bureaucratic structures. Even 
though the sources for implementing a policy are available or policy implementers know what 
should be done and have the desire to implement a policy, it is likely that the policy cannot 
be implemented or realized because of weaknesses in the bureaucratic structure. 

Bureaucratic structure is a characteristic, norms and patterns of relationships that occur 
repeatedly in executive bodies that have both potential and real relationships with what they 
have in carrying out policies. Complex policies require the cooperation of many people. 
Elements that might influence an organization in policy implementation include the level of 
hierarchical supervision of sub unit decisions and processes in the implementing agency. 

Based on the Communication Aspect that the communication carried out in the policy 
of the Republic of Indonesia Minister of Maritime Affairs and Fisheries Regulation Regarding 
Termination (Moratorium) is carried out through two stages namely internal communication 
through delegation between implementers and all staff understanding the Program through 
written policies. External communication with the community, carried out by means of 
program socialization carried out by officers from the Department of Marine and Fisheries to 
the community, as well as increasing cooperation with government agencies. According to 
Van Meter and Van Horn (1975) consistency of the information conveyed is needed in order 
to avoid confusion between the parties involved in its implementation. Likewise with the 
implementation of the policy of the Minister of Maritime Affairs and Fisheries Regulation of 
the Republic of Indonesia concerning the Temporary Termination (Moratorium), information 
consistency is highly demanded but if there is a change because of seeing the condition of 
society, information that circulates in the community automatically. 

Disposition or Attitude of Executors, Republic of Indonesia Minister of Marine Affairs 
and Fisheries Regulation Regarding Termination (Moratorium) Attitudes of policy 
implementers with policy makers in the Ministry, the findings of research findings show a 
positive attitude and support for the implementation of the Republic of Indonesia Minister of 
Maritime Affairs and Fisheries Regulation Regarding Termination Meanwhile (Moratorium), in 
terms of the human resources capacity, the implementers of this policy have the willingness 
to accept the policy of the Republic of Indonesia Minister of Marine Affairs and Fisheries 
Regulations Regarding Temporary Termination (Moratorium) and readiness to carry out 
duties in accordance with available technical assignments and instructions. 

One of the factors that influence the effectiveness of policy implementation is the 
attitude of the implementor. If the implementor agrees with the contents of the policy then 
they will carry out happily but if their views differ from those of the policy maker then the 
implementation process will experience many problems. In addition, support from 
implementing officials is needed to achieve the program objectives. The manifestation of this 
leadership support includes placing policies as program priorities and providing sufficient 
funds to provide incentives for program implementers so that they support and work in total 
in implementing policies / programs. 

Disposition is an aspect related to the attitude and support of the implementers of the 
program or policy. Attitudes and support are very important in the implementation process, 
because similarity of views on what is done together will facilitate the achievement of goals. If 
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the implementers or implementors of the policy are divided in terms of attitudes and support, 
what will be achieved from a policy will not be achieved effectively and efficiently, because it 
will face many obstacles and obstacles from the implementing officers of the policy itself, 
where the implementation of programs or policies sometimes problematic if the executor 
involved in it cannot run the program or policy properly. If the implementer has a good 
disposition, then he will implement the program or policy well as cooled by policy makers, 
whereas if the implementer has a different attitude from the policy maker, then the 
implementation process of a program or policy will also not be effective and efficient. 

Based on the Environmental, Social and Economic aspects, the Bitung City Marine and 
Fisheries Service understand that the environmental conditions in Bitung City are quite safe 
and conducive. This means that all fishermen's activities related to the fishermen's business 
run normally there are no significant fluctuations / obstacles that occur between fellow 
elements of society. 
 

CONCLUSION 
 

Based on observations and interviews, it is known that the Implementation of the 
Republic of Indonesia's Minister of Maritime Affairs and Fisheries Regulation Regarding 
Termination (Moratorium) as a whole, both standard instruments and policy objectives, 
resources, characteristics of implementing organizations, communication between 
organizations and implementing activities, dispositions or attitudes implementers and social, 
economic / political environment can run well. This is also supported by the role of officers 
who carry out their duties properly and correctly according to technical instructions. 

Supporting factors for the implementation of the Republic of Indonesia's Minister of 
Maritime Affairs and Fisheries Regulation Regarding Termination (Moratorium) include clear 
policy objectives to make fishing communities and fisheries businesses in the city of Bitung in 
implementing the rules related to the implementation of the Bitung Ocean fishing port, 
especially traditional fishermen feel the direct results of the capture effort they did for their life 
needs. After the moratorium and transshipment, the catch is increased due to fishing, it only 
takes 2-3 hours to return directly so that it is seen from the operational aspect that BBM is 
more economical than before, which takes 6-8 hours. 

The inhibiting factors for the implementation of the Republic of Indonesia's Minister of 
Maritime Affairs and Fisheries Regulation concerning the Termination (Moratorium) are clear 
SOPs needed in the utilization and management of fisheries. 
 

RECOMMENDATIONS 
 

The Minister of Maritime Affairs and Fisheries issued a policy on prohibiting 
transshipment, a moratorium on licensing of ex-foreign vessels which simultaneously was for 
activities to combat illegal fishing. The minister claimed that this policy paid off. At present 
some fish trade centers in neighboring countries such as General Santos in the Philippines 
lack fish due to the eradication of illegal fishing in Indonesia. Whereas before this port could 
export US $ 2 billion tuna fish per year, while in the Samudra Bitung fishing port only Rp. 16 
billion. Many neighboring countries have difficulties in getting supplies, the impact of further 
processing of domestic fishery products has increased demand and rising prices. 

For business people in the field of fisheries or UPI do fishing in accordance with 
applicable rules by not doing illegal fishing, using Indonesian labor rather than foreign 
citizens of the Philippines so that it will prosper the traditional fishing community. 
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ABSTRACT 
Banana is a horticulture commodity that can grow in various types of land. Banana 
production and cultivation also do not require large capital. People cultivate bananas with 
various planting systems such as intercropping, monoculture, mixed plants, or as hedgerows. 
The result this study: 1) the marketing channel of Lady Finger Banana in Arisan Gading 
Village had three marketing channel patterns to sell the Lady Finger Bananas to the end 
consumers; 2) there were differences in marketing functions carried out by each marketing 
channel agency. The most marketing cost to carry out the marketing functions was incurred 
to the collecting traders of marketing channel II as much as IDR 34,393,000 per year; 3) the 
marketing of Lady Finger Banana in Arisan Gading Village was categorized as efficient. 
 
KEY WORDS 
Banana, marketing, efficiency, farming, village. 
 

The potential of banana plants is very high to be developed intensively. Currently, 
bananas have become an export and import commodity in the international market. 
Domestically, there are quite a lot of industries that need bananas as their raw material so 
that it is considered that banana agribusiness has a high economic and social potential, 
particularly in efforts to improve community nutrition, expand employment, and increase 
farmers' income (Purwadi, 2009). 

Banana marketing of Arisan Gading village consists of several marketing channels and 
involves several marketing institutions, namely collecting traders, wholesalers and retailers 
for marketing the bananas. The marketing channel in Arisan Gading Village consists of three 
marketing channels, namely two marketing institutions and one marketing. However, banana 
marketing in Arisan Gading village is not yet known as efficient or inefficient marketing. This 
is because the passing-through marketing flow and the activities of marketing functions 
carried out by different individuals to market their products to consumers can affect 
marketing costs, selling prices, purchase prices and profits received by farmers. All of these 
will affect efficient marketing. The study aimed to: describe the marketing channel on Lady 
Finger Banana farming in Arisan Gading Village, South Indralaya Subdistrict of Ogan Iir 
District; describe the applied marketing functions and calculate the costs incurred for 
marketing functions in the marketing of Lady Finger Banana farming in Arisan Gading 
Village, South Indralaya Subdistrict of Ogan Iir District; calculate the level of marketing 
efficiency of Lady Finger Banana farming in Arisan Gading Village, South Indralaya 
Subdistrict of Ogan Iir District. 
 

METHODS OF RESEARCH 
 

This study used a survey method. The sampling technique was purposive sampling by 
selecting banana farmers in Arisan Gading Village and traders as the marketing institutions 
that market the farmers’ banana products. The population was all farmers growing only Lady 
Finger Banana plants. The number of sample was 30 farmers selected from 110 households. 
The sample of marketing institutions was conducted by using the snowball sampling method. 
The marketing institutions involved in each marketing channel were those buying direct 
production from the farmers and continuing at the level of the marketing institution to the 

mailto:eka.agri@gmail.com


RJOAS, 1(85), January 2019 

464 

retailer. The number of sample of traders was 3 collecting traders, 1 wholesaler, and 6 retail 
traders. 

Data Processing Method. To answer the first aim of the study on the marketing channel 
in Lady Finger Banana farming in Arisan Gading Village, South Indralaya Subdistrict, Ogan 
Ilir Regency, was carried out by tracing the marketing channels through the involved 
marketing institutions described descriptively based on the results of direct observations and 
interviews. The second goal was answered by using information gathered from the results of 
interviews with related institutions which were explained descriptively and calculating the 
costs mathematically as follows: 
 

MC = PF + SC + SF + TF + SGF + RCC + RMIC 

 
Where: BP = Marketing Costs (IDR/year); PF = Purchase Fee (IDR/year); SC = Sales Cost 
(IDR/year); SF = Storage Fee (IDR/year); BT = Transportation Fee (IDR/year); 
SGF = Standardization and grading fees (IDR/year); RCC = Risk Coverage Costs (IDR/year); 
RMIC = Real Market Information Costs (IDR/year). 

The marketing margin was calculated based on a reduction in sales prices with 
purchase prices at each level of the marketing institution (Tjiptono, 2008). The formula is as 
follows: 
 

MM = Pr - Pf 

 
Where: MM = Marketing Margin (IDR/bunch); Pr = X market level selling price (IDR/bunch); 
Pf = X-level market purchase price (IDR/bunch). 

Farmer’s share is used to find out an efficiency of a trading activity by comparing the 
portion received by farmers to the price paid by each consumer (Istiyanti, 2010). The formula 
for calculating the farmer’s share is as follows: 
 

FS = PF / PC x 100% 

 
Where: FS = Farmer’s Share (%); PF = Product price at farmer level (IDR/bunch); HK = 
Product price at the end consumer level (IDR/bunch). 

The benefits gained by each involved marketing institution can be calculated using the 
formula: 
 

MB = TMM – MC 

 
Where: MB = Marketing Benefits (IDR/Year); TMR = Total Marketing Margin (IDR/Year); MC 
= Marketing Costs (IDR/Year). 

While the total marketing margin is obtained using the formula: 
 

TMM = TS – BF 

 
Where: TP = Total Sales (IDR/Year); Bi = Buy Fee (IDR/Year) 

Profit and cost ratios were used to find out the comparison of each existing marketing 
channel with the following formula: 
 

PRMC = KP / BP 

 
Where: PRMC = Profit Ratio of Marketing Costs; KP = X-level marketing profit (IDR/bunch); 
BP = X-level marketing costs (IDR/bunch). Criteria: PRMC > 1 means that the marketing 
agency benefits; PRMC = 1 means that the marketing agency breaks even; PRMC < 1 
means that the marketing agency loses. 

According to Soekartawi (2002), calculating the value of marketing efficiency uses the 
following formula: 
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ME = TMC/ TPV x 100% 

 
Where: ME = Marketing efficiency (%); TMC = Total Marketing Costs (IDR/bunch); TPV = 
Total Product Value (IDR/bunch). Criteria: 0 - 33% is efficient; 34 - 67% is less efficient; 68 - 
100% is inefficient. 
 

RESULTS AND DISCUSSION 
 

Based on the results of interviews with farmer respondents in the village of Arisan 
Gading, the marketing process of Lady Finger Banana occurred in the village through three 
marketing channels. Marketing channel I is the one carried out from the farmers, collectors, 
wholesalers, retailers to the final consumer. The involved collecting traders are local 
residents of Arisan Gading Village and non-local residents, namely residents of neighboring 
villages such as Lubuk Sakti Village and Tebing Gerinting Village. They market the products 
of Lady Finger Banana to the wholesalers of Palembang City. The target markets for 
collectors were Pasar 10 Ulu, Jakabaring and Km 12 markets. Marketing channel II is a 
channel that involves a collecting trader marketing agency and it sells it directly to the 
retailers without a large trader intermediary. The marketing process that is carried out from 
farmers to collectors is also the same as that of marketing channel I, that is, the collecting 
traders usually took the products directly and had buying and selling transactions to farmers 
in the plantation. The target markets for the collecting traders were the Sayangan Fruit 
Market and 16 Ilir Market. While marketing channel III is the one that the farmers directly sold 
to retailers. Retailers on this channel had the process of buying and selling transactions with 
the farmers the same as that of the collecting traders. However, unlike the marketing 
channels I and II, in the marketing channel III, the retailers only sold Lady Finger Banana in 
the markets located in Indralaya such as Pasar Meranjat, Pasar Kalangan, Pasar Indralaya, 
and Retailers who sold around the Arisan Gading Village, Tebing Gerinting, Lubuk Sakti, and 
Tanjung Raja. There were also various pedlars of Lady Finger Banana, some rode 
motorbikes with baskets of fruit, and some others walked with their lorries. 

In marketing channel institutions, there were 17 farmers having marketing channels I 
and III whose total products were 3,135 bunches per season, with the percentage of farmers 
selling Lady Finger Banana through the marketing channel I as many as 81% or 2,560 
bunches per season, and in the marketing channel III it was 19% or 575 bunches per 
season. There were 13 farmers having the marketing channels II and III whose total products 
were 2,080 bunches per season as many as 1,360 bunches per season or 65% in the 
marketing channel II, and in the marketing channel III, it was 720 bunches per season or 
34%. 

The products of Lady Finger Banana of the farmers of Arisan Gading Village was 
mostly bought by the collecting traders, both from the marketing channels I and II and resold 
them to the wholesalers or retailers. There was a difference of selling prices among the 
farmers to the collecting traders in the marketing channels I, II and III. In the marketing 
channels I and II the price was IDR 30,000, but in the marketing channel III it was IDR 
20,000. This is due to the differences in the quality of bananas. Every marketing channel 
agency I or II bought Lady Finger Banana, one bunch consisted of 7 to 9 tiers, while in the 
marketing channel III one bunch consisted of 5 to 6 tiers. The marketing channels I and II 
bought more bunches of bananas than that of the other marketing channel to mean that the 
collecting traders bought more from the farmers as well. Each retailer of marketing channels I 
and II sold the bananas both in the form of bunches and tiers. Generally consumers bought 
in the form of tiers sold at ranging prices from IDR 10,000 to IDR 15,000 per tier. Whereas 
the price per bunch was sold as much as IDR 100,000. In the sales volume of each 
marketing channel, the sales volume carried out by the farmers in each marketing channel 
pattern was not always constant because the sales transactions carried out by the farmers of 
Lady Finger Banana were sometimes done at the same time every week, while the selling 
volume would increase if the market demand increased; it was usually more than 60 bunches 
for each transaction. 
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In the sales volume of each marketing channel, the sales volume carried out by 
farmers in each marketing channel pattern is not always constant because the sales 
transactions carried out by the farmers of Lady Finger Banana are sometimes done at the 
same time every week, while the selling volume will increase if the market demand 
increases, usually more than 60 bunches for each transaction. 

The purchasing function was the purchase of Lady Finger Banana of Arisan Gading 
Village which was only carried out by the collecting traders, wholesalers and retailers. The 
purchase function is not carried out by the farmers because they were the producers of Lady 
Finger Banana. The marketing institutions that bought directly from the farmers were the 
collecting traders of marketing channels I and II, and the retailers of marketing channel III. 
The collecting traders of marketing channels I and II and the retailers of marketing channel III 
bought directly from the banana farmers. The purchase process started from the information 
conveyed by the farmers to the marketing institutions directly or indirectly. Then they had a 
sale and purchase transaction at the agreed time by meeting directly in the plantation. The 
marketing agency that bought bananas mostly from the farmers was the marketing channel I. 
The buying volume of the collecting traders from the farmers ranged from 10 to 20 bunches 
in one transaction of buying and selling. The transactions conducted by the marketing 
agencies with the farmers were generally carried out 3 to 5 times a week or the volume 
ranged from 40 to 70 bunches per week, whereas the wholesalers and retailers made 
purchases every day. 

Farmers did not store their products in their houses because the marketing agencies 
bought the products directly in the plantation in the garden. The marketing agencies stored 
the products of Lady Finger Bananas in their own houses and stalls at which they sold and 
stored the bananas. Each marketing channel agency was charged some fee for storage. The 
amount of costs incurred by marketing institutions was influenced by the high volume of 
selling Lady Finger Bananas. As for the storage conducted by the collecting traders, they 
paid the costs of carbide, tarpaulin, and used newspapers. The wholesalers spent the costs 
of renting a place, tarpaulin, and sacks for storing the Lady Finger Banana supplies, while 
the retailers spent the costs of tarpaulins, sacks, and carbide. 

The wholesalers did not carry out the transport function because the collecting traders 
directly came to the place where the wholesalers sold the Lady Finger Bananas at Pasar 10 
Ulu Palembang and had direct transactions at the place of sale. The retailers of marketing 
channel II did not carry out transportation to make purchases because the collecting traders 
directly delivered to the point of sale, but the transport costs were charged to the retailer for 
transporting the Lady Finger Bananas to the merchant's house to store them for the next day 
sales. The collecting traders transported the Lady Finger Banana on their own to the 
wholesalers and retailers. The costs incurred by the marketing agency in the transportation 
function were the costs of fuel and vehicle depreciation. The collecting traders spent the 
most transportation cost because of the long distance that required more fuel. 

Standardization and grading used by each marketing channel institution had different 
criteria in terms of fruit conditions, color, and size. The standardization used by the collecting 
traders referred to the condition that the fruit had to be very raw at the time of harvesting. 
The peel of the fruit had to be hard and solid. The peel color was still light green indicating 
that the fruit could be ripened using carbide for two to three days. If the peel color was 
whitish or dark green, it took only one to two days. There were a few differences of the 
collecting traders of marketing channels I and II because it took them longer time to reach 
their consumers so that so that the collecting traders of the marketing channel I would 
choose very raw with light green fruit to be sold to wholesalers. Meanwhile, the collecting 
traders of marketing channel II chose the whitish or dark green fruit to be sold to the retailers. 
Standardization of the marketing channel III did not pay too much attention to the level of fruit 
ripeness or fruit peel color because the Lady Finger Bananas to be sold did not take a long 
time to reach the consumers 

The market information needed by the farmers and marketing institutions can be 
received through direct verbal communication. On average the determination of the price of 
Lady Finger Bananas in Arisan Gading Village between the farmers and the traders was in 
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accordance with the market condition and information obtained by the traders, though the 
truth of the information was sometimes unsure. Marketing institutions generally had a 
broader range of information than farmers because the traders had many sources of 
information from fellow traders, either traders in the market or other banana agents. 

Marketing institutions between fellow traders or between traders and farmers also seek 
information in advance by contacting their fellow traders or farmers in several areas that 
produced Lady Finger bananas concerning the prevailing buying and selling prices in order 
to further determine the buying and selling transaction of Lady Finger Banana. Market 
information is indispensable when approaching certain days such as Chinese New Year or 
other Chinese holidays that usually demand very highly for Lady Finger bananas causing 
their price to rise. Unlike the case when other seasonal fruits such as durian, duku, and 
rambutan were on the market, the price of bananas tended to decrease and this condition 
allowed the traders to quickly exchange information to find out how much decrease was the 
price. 

The risks faced in marketing Lady Finger Bananas covered damages due to physical 
functions of the storage and transportation. Consequently, the decrease of the selling price of 
the product resulted in reduction of the marketing profits. The risk insurance cost of sales is 
the loss caused by the unsold fruit and the cost of reducing the selling price of fruit that does 
not pass the selection. The cost of loss of the unsold Lady Finger Bananas was caused by 
the rotten or damaged fruit, meanwhile the cost of price reduction of the unselected fruit 
resulted from the defects occurred to the Lady Finger Banana caused by pest attacks such 
as black spots, imperfect fruit shape, and too small fruit size. 

The marketing cost incurred by each marketing channel was different because there 
were more and more marketing agencies involved that the cost incurred for each marketing 
function became greater. Likewise the reach of consumers, the marketing channel I 
marketed in the city of Palembang so that the transportation cost became the most 
expensive in the marketing process. The least cost of marketing was spent in the marketing 
channel III because the institutions involved were only retailers. Besides, the transportation 
process did not take much time because it was only around Indralaya that cost less money to 
spend. 

The marketing margin of marketing channels I and II had the same value because the 
prices at the farmer level and consumer level were the same even though there were 
differences in the number of the marketing institutions involved. In the marketing channel I, 
the collecting trader sold the fruit to the wholesaler at a price of IDR 50,000 and resold it to 
the retailer at a price of IDR 70,000. Meanwhile the collecting traders of marketing channel II 
sold to the retailers at a price of IDR 65,000. However, the two marketing channels had the 
same purchase price at the consumer level. So that the marketing channel I and II margins 
are the same. Marketing channel III had a smaller margin because the selling price of 
bananas from farmers was the cheapest involving only one marketing agency. However, 
there were differences in terms of the characteristics of Lady Finger Banana, thus causing 
the selling prices to consumers to be much different from those of the marketing channels I 
and II. 

The marketing costs of the collecting traders of the marketing channel I were smaller 
than that of the marketing channel II even though the marketing margin was greater in the 
marketing channel II. This way, the gained benefits were greater because it was influenced 
by a large marketing margin. The marketing institution with the smallest profit was the 
retailers of marketing channel III and the marketing costs incurred every year were also the 
least. However, due to the small sales volume of bananas which caused the total annual 
marketing margin was small so that the profits obtained were small. 

The marketing channel I received a slightly smaller profit than the marketing costs 
incurred. This was due to the high transportation costs spent by the collecting traders and the 
cost of standardization and grading incurred to the wholesalers to pay for labor. 
Nevertheless, the ratio of profits gained was almost as large and not too much different from 
the marketing costs incurred. In marketing channel III, the value of the ratio of profit and 
marketing costs was the highest compared to other marketing channels. In addition to the 
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least involved marketing institutions, the costs incurred for carrying out the marketing 
functions were the least. In consequence, the more marketing institutions were involved, the 
less the value of the profit and marketing costs would be. In each Lady Finger Banana 
marketing channel pattern, it can be concluded that the higher the marketing costs are, the 
lower the profit and marketing costs will be. 

The marketing channel III was the portion received by the farmers with the largest 
percentage of 40%, meaning that farmers received almost half of the purchase price paid by 
the final consumers. It was affected by the small number of the involved marketing 
institutions and the selling price of Lady Finger Banana at the farmer's level. However, this 
difference existed since the sold Lady Finger Bananas had a lower quality than those in the 
marketing channels I and II. Based on the three types of banana marketing channels in 
Arisan Gading Village, the farmer’s share indicator was the most profitable in the marketing 
channel III. 

The efficiency value of each banana marketing channel showed that each marketing 
channel was categorized efficient. The marketing channel I involved the most marketing 
institutions but had the least efficiency value. However, this was due to the magnitude of the 
total value of the product produced. Likewise the marketing channel III, even though only one 
marketing agency was involved but the resulting efficiency value was greater. This resulted 
from a small selling volume that caused a low total product value. In conclusion, the least 
involved marketing institutions might be the least efficient because it was still influenced by 
the amount of the annual sales volume. Conversely, even though the involved marketing 
institutions were greater in number, if the selling volume was large, the efficiency value would 
be smaller. 
 

CONCLUSION 
 

The marketing channel of Lady Finger Banana in Arisan Gading Village had three 
marketing channel patterns to sell the Lady Finger Bananas to the end consumers. The 
marketing channel that was mostly used by the farmers was the marketing channel III. 

There were differences in marketing functions carried out by each marketing channel 
agency. In the exchange function only the farmers did not carry out the purchase function. In 
the physical function, the farmers did not carry out the transportation and storage functions, 
while the marketing agency of wholesalers did not carry out the transportation function. The 
most marketing cost to carry out the marketing functions was incurred to the collecting 
traders of marketing channel II as much as IDR 34,393,000 per year. 

The marketing channels with the biggest margin occurred to the marketing channels I 
and II. Judging from the farmer’s biggest share in marketing channel III, which was 40%, the 
profit ratio and marketing costs were the most profitable in marketing channel III, which is 
1.51 and the smallest efficiency value was in marketing channel I which was 17.1%. 
Therefore, the marketing of Lady Finger Banana in Arisan Gading Village was categorized as 
efficient. 
 

RECOMMENDATIONS 
 

It is recommended that the Lady Finger Banana farmers in Arisan Gading Village need 
to find price information at the consumer level to maintain the selling price of Lady Finger 
Banana and maintain the marketing process to the collecting traders so that there is no price 
imbalance between farmers and end consumers. 

For the involved marketing institutions of Lady Finger Bananas such as collecting 
traders, wholesalers, and retailers, they need to minimize the marketing costs so that the 
profit and marketing cost ratio increases. 

For further researchers, it is expected that they study the strategy of developing the 
Lady Finger Banana in the city of Palembang City and Ogan Ilir District. 
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ABSTRACT 
This study will describe the performance analysis of stock mutual funds in two different 
market conditions, namely when market conditions are bullish and market conditions are 
bearish. In addition, this study also compares the performance results of stock mutual funds 
with benchmark performance (IHSG and LQ45) to find out which equity funds include 
outperform or underperform. This research will be conducted on stock mutual funds listed on 
the Indonesia Stock Exchange and operating in 2014 until 2017. The research methods used 
in this study are Sharpe, Treynor and Jensen methods. The results of this study indicate that 
the average stock mutual fund in bullish conditions has an outperform performance with the 
Jensen method, while the average stock mutual fund in bearish conditions has a 
performance with the Treynor method. In the bullish conditions the best performing mutual 
funds are Archipelago Equity Growth, while in the bearish condition the best performing 
equity fund is the GAP Value Fund. The results of this study also show that there are 
differences between the performance of equity funds with Sharpe, Treynor, and Jensen 
methods. 
 
KEY WORDS 
Islamic mutual funds, conventional mutual funds, Sharpe method, Treynor method, Jensen 
method. 
 

Stock mutual funds have developed into one of the most promising investment 
alternatives. The many advantages offered by Mutual Funds make the development of this 
type of Mutual Fund grow so rapidly. Investors increasingly believe that investing in equity 
funds can provide high potential profits. This study seeks to analyze the performance of 
equity funds in two market conditions, namely bullish and bearish conditions. The hope of 
this research is that investors and prospective investors can find out the ability of equity 
funds in different market conditions. This study uses the Sharpe, Treynor and Jensen 
methods as an analysis of the performance measurement of stock mutual funds. The three 
methods have different characteristics so that investors can assess the performance of stock 
mutual funds from various perspectives. This study also compares the performance of stock 
mutual funds with benchmark performance (IHSG and LQ45) to see which equity funds are 
included in outperform or underperform. 

Lots of investors and potential investors are careless in choosing the best performing 
equity funds. Many of them did not analyze the performance of stock mutual funds before 
starting to invest. Many investors are interested in investing in equity funds because they 
trust the closest people. This situation is exacerbated by the rarity of information regarding 
the analysis of the performance of publicly-traded equity funds and the number of investors 
who do not know how to properly analyze the performance of equity funds. Investors and 
potential investors will easily be swayed in situations like this and cause mistakes in making 
investment decisions. 

The problem of choosing a equity fund does not stop here only. The recent unstable 
effects of stock market movements also add to the confusion experienced by investors and 
potential investors. Returns on equity funds are difficult to predict because of this situation. 
Investors must always be on guard by continuing to monitor the performance of stock mutual 
funds on a regular basis in order to protect the funds invested. It becomes a special difficulty 
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for ordinary people in choosing equity fund products that are right when market conditions 
like this. 

Looking at the various problems that exist, it is very important to do an up-to-date study 
on the analysis of the performance of equity funds to help investors and potential investors in 
making investment decisions. This study will describe the performance analysis of stock 
mutual funds in two different market conditions, namely when market conditions are bullish 
and market conditions are bearish. Bullish is a condition when the market experiences an 
upward trend, while bearish is a market condition when it experiences a downward trend. 
The hope of this research is that investors and potential investors can choose the best 
performing equity funds and know the ability of equity funds in different market conditions. 
Investors and prospective investors can also see the characteristics of Investment Managers 
in managing their investment funds. 
 

LITERATURE REVIEW 
 

A.B.M. Munibur Rahman, Prof. Fang Qiang and Suborna Barua (2012) with the results 
that the performance of mutual funds in Bangladesh showed better results using the Jensen 
and Treynor methods, but with the Sharpe method it showed a significant difference. 

Praveen K. Das and S.P. Uma Rao (2013) with the Sharpe method that shows the 
results of 94 samples used by mutual funds is not good for social responsibility, and the 
selection of mutual funds can provide an opportunity to fund managers to identify the best 
companies in terms of financial performance in the future. 

Raheel Mumtaz, Muhammad Usman & Saad Bin Nasir (2014) The results of the 
research show that there is superior funding selectivity ability but inferior market timing 
expertise between Islamic fund managers in the study period. 

Uun Sunarsih and Andriyanto (2015) with Sharpe, Treynor, and Jensen methods that 
analyzed the performance of Islamic mutual funds showed that the performance of Islamic 
mutual funds is worthy of being an investment choice. And the positive return of returns gives 
investors an advantage and the negative return is a loss for investors. 

Elliv Hidayatul Lailiyah, Suhadak and Sri Sulasmiyati (2016) the results obtained using 
the Sharpe, Traylor, and Jenes methods and AUM growth are the performance of 
conventional mutual funds better than the performance of Islamic mutual funds. 

Ahmed Sakr (2017) this study shows a positive correlation between the quality of 
mutual product governance and dividend policy as measured by dividend yield. 
 

METHODS OF RESEARCH 
 

This research seeks to determine the performance characteristics of stock mutual 
funds with IHSG and LQ45 as benchmarks for equity funds in two different market 
conditions, namely bullish and bearish market conditions. 

This research will be carried out on equity mutual funds listed on the Indonesia Stock 
Exchange and operating in 2014 until 2017. Data collection is downloaded using the internet 
on the site www.pusatdata.kontan.co.id for equity funds NAV data, www.finance. yahoo.com 
for IHSG and LQ45 data and www.bi.go.id for BI rate data. 

The research method used in this study is the Sharpe method, Treynor method and 
Jensen's method. Through these three methods, investors and prospective investors can 
analyze the performance of shares through the level of profit and risk of a equity fund, so that 
investors and potential investors know the ability of the Investment Manager to manage 
investment funds. The three methods have different characteristics. The Sharpe method 
uses individual risk (standard deviation) as the basis for the test. The Treynor method 
emphasizes beta, while the Jensen method uses alpha as the basis for testing (Wahdah, 
2012). 
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RESULTS AND DISCUSSION 
 

The results of data analysis using the Mann-Whitney test for hypothesis testing are 
shown in the following table: 
 

Table 1 – Statistical Test (Sharpe method) 

 
The results of the Mann-Whitney test show that the numbers in the Asymp column. Sig 

for the calculation of the performance of mutual funds with Sharpe's performance measure is 
0.606 or in other words Sig> 0.05 then H0 is accepted. This shows that there is a difference 
between the performances of stock mutual funds using the Sharpe method. 
 

Table 2 – Statistical Test (Treynor Method) 
 

n/n METODE_TREYNOR_IHSG 
Mann-Whitney U 167,000 

Wilcoxon W 398,000 
Z -1,346 

Asymp. Sig. (2-tailed) ,178 
a. Grouping Variable: BULLIST_BEARIST 

 
The results of the Mann-Whitney test show that the numbers in the Asymp column. Sig 

for the calculation of mutual fund performance with Treynor performance measure is worth 
0.178 or in other words Sig> 0.05 then H0 is accepted. This shows that there is a difference 
between the performances of stock mutual funds, if using the Treynor method. 
 

Table 3 – Statistical Test (Treynor Method) 
 

n/n METODE_TREYNOR_LQ45 
Mann-Whitney U 157,500 

Wilcoxon W 388,500 
Z -1,585 

Asymp. Sig. (2-tailed) ,113 
a. Grouping Variable: BULLIST_BEARIST 

 
The results of the Mann-Whitney test show that the numbers in the Asymp column. Sig 

for the calculation of the performance of mutual funds with Treynor performance measures 
worth 0.113 or in other words Sig> 0.05 then H0 is accepted. This shows that there is a 
difference between the performances of stock mutual funds, if using the Treynor method. 
 

Table 4 – Statistical Test (Jensen Method) 
 

n/n METODE_JENSEN_IHSG 
Mann-Whitney U 197,000 

Wilcoxon W 428,000 
Z -,591 

Asymp. Sig. (2-tailed) ,554 
a. Grouping Variable: BULLIST_BEARIST 

 
The results of the Mann-Whitney test show that the numbers in the Asymp column. Sig 

for the calculation of the performance of mutual funds with Treynor performance measures 
worth 0.554 or in other words Sig> 0.05 then H0 is accepted. This shows that there is a 
difference between the performances of stock mutual funds, if using the Jensen method. 
 

n/n METODE_SHARPE 
Mann-Whitney U 200,000 

Wilcoxon W 431,000 
Z -,516 

Asymp. Sig. (2-tailed) ,606 
a. Grouping Variable: BULLIST_BEARIST 
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Table 5 – Statistical Test (Jensen Method) 
 

n/n METODE_JENSEN_LQ45 
Mann-Whitney U 146,000 

Wilcoxon W 377,000 
Z -1,874 

Asymp. Sig. (2-tailed) ,061 
a. Grouping Variable: BULLIST_BEARIST 

 
The results of the Mann-Whitney test show that the numbers in the Asymp column. Sig 

for the calculation of the performance of mutual funds with Treynor performance measures 
worth 0.061 or in other words Sig> 0.05 then H0 is accepted. This shows that there is a 
difference between the performances of stock mutual funds, if using the Jensen method. 
 

Table 6 – Recapitulation of Analysis of Different Tests of Sharia Mutual Funds and Conventional 
Funds 

 

Method of Sharpe Sig. (2-tailed) (0,606) > α (0,05) 
Method of Treynor Sig. (2-tailed) (0,178) > α (0,05) 
Method of Jensen Sig. (2-tailed) (0,554) > α (0,05) 

 

Source: data processed by researchers. 

 
The Mann Whitney test shows that the Sharpe method has a significant level of 0.606> 

0.05, so that Ho is accepted and Ha is rejected, meaning there is a difference between the 
performance of equity funds based on the Sharpe method. While the Treynor method has a 
significant level of 0.178> 0.05, so Ho is accepted and Ha is rejected, meaning there is a 
difference between the performances of stock mutual funds based on the Treynor method. 
The Jensen method has a significant level of 0.554> 0.05, so Ho is accepted and Ha is 
rejected, meaning that there is a difference between the performance of equity funds based 
on the Jensen method. This can be caused by bullish and bearish conditions there are 
differences in the number of investors or the decrease in return. 
 

CONCLUSION 
 

Based on the results of the research and the discussion that has been done, 
conclusions can be taken as follows: 

 The Sharpe method shows that the performance of stock mutual funds in bullish 5 
mutual funds has a positive value while in a bearish condition 6 mutual funds have a 
positive value; 

 The Treynor method shows that the performance of equity funds in bullish conditions 
of 14 mutual funds has a positive value while in bearish conditions 9 mutual funds 
have a positive value; 

 The Jensen method shows the performance of mutual funds in bullish conditions of 4 
mutual funds having a positive value while in bearish conditions 3 mutual funds have 
a positive value; 

 The results of this study indicate that the average stock mutual fund in bullish 
conditions has an outperform performance with the Jensen method, while the 
average stock mutual fund in bearish conditions has a performance performance with 
the Treynor method. In the bullish condition the best performing mutual fund is 
Archipelago Equity Growth, while the bearish condition of equity funds with the best 
performance is the GAP Value Fund; 

 The results of this study also indicate that there are differences between the 
performance of equity funds with Sharpe, Treynor, and Jensen methods. 
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ABSTRACT 
Work engagement is one of the most important things in achieving company goals because 
the company's main driving factor is employees. Work engagement refers to the energy that 
employees have to be directed to organizational goals (Macey, et al., 2009, in Bakker, 2011). 
Employees who have a high level of engagement will exert more effort in achieving company 
goals (Sidharta & Meily, 2012). One of the factors in achieving employee work engagement 
is job characteristics (Saks, 2006). Job characteristics in this study use Hackman & Oldham 
(1974) theory. There are five dimensions in job characteristics (autonomy, feedback, skill 
variety, task identity and task significance) (Hackman & Oldham, 1974). This research was 
conducted to find out whether there is an influence of job characteristics on work 
engagement. This research was conducted at a port service company located in Surabaya. 
The samples in this study were 119 employees. The sampling technique used is simple 
random sampling. The data collection tool in this study is a questionnaire, the Utrecht Work 
Engagement Scale (UWES) (Schaufeli & Bakker, 2004) and the scale of the Job Diagnostic 
Survey (Hackman & Oldham, 1974). Analysis of the data used is partial least square using 
the SmartPLS 3.0 program. Based on the results of the study it was found that the five 
dimensions of job characteristics (autonomy, feedback, skill variety, task identity, and task 
significance) had a positive and significant relationship to work engagement. 
 
KEY WORDS 
Job characteristics, work, engagement, employee engagement. 
 

Work engagement is one construct in positive behaviors of psychology (Bakker & 
Demerouti, 2008). Kahn (1990) defines engagement as a situation where employees identify 
themselves with their jobs. Schaufeli et al (2002) define work engagement as a person's 
mental condition related to his job, which is characterized by the existence of vigor, 
dedication and absorption. 

Work engagement has certain characteristics that will be useful in achieving 
organizational goals (Bakker, 2009). Employees who have engagement will express 
themselves physically, cognitively, and emotionally while carrying out their roles while 
working (Kahn, 1990). Employees who have engagement will have strong dedication to the 
organization which is characterized by high involvement in advancing the organization 
(Schaufeli, et al., 2002). Compared to employees who do not have engagement, employees 
who have a sense of being bound by their work will work harder, be more resilient in carrying 
out their work and will exert more effort in achieving company goals (Bakker, 2011; 
Schaufeli, et al, 2002). Other positive impacts arising from work engagement are increasing 
employee work performance, organizational commitment, organizational productivity and 
reduced turnover (Saks, 2006; Bakker & Demerouti, 2008; Luthans et al., 2010). 

One of the factors in achieving employee work engagaement is job characteristics 
(Saks, 2006). Job characteristics are inherent in a job, where the characteristics of this work 
have aspects or components that can lead to a full understanding of a job, a sense of 
responsibility for work results, a sense of concern for the impact of work, and also produce 
courtesy norms positive for employees, to further influence the engagement of employee 
(Hackman & Oldham, 1974). In addition, work that has a core characteristic of work with 
special characteristics will provide space for employees to be more engaged to their work 
(Kahn, 1992). 

mailto:graceshiaaaa@hotmail.com
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Thus, the characteristics of work that have special characteristics will have an impact 
on increasing employee intrinsic motivation, increasing job satisfaction and reducing the 
pressure on job demands. In addition, employees with job characteristics with special 
characteristics will feel challenged by the demands given, so that they can complete their 
work effectively. 
 

LITERATURE REVIEW 
 

The concept of engagement was first introduced by Kahn in 1990. Kahn (1990) said 
that engagement is a situation where employees identify themselves with their work. 
Employees who have engagement will express themselves physically, cognitively and 
emotionally at work. Kahn (1990) added that engagement is a condition of optimal use of self 
that is present both physically and psychologically in carrying out its role as an employee in 
the organization. 

Rothbard (2001) perceives engagement as a psychological presence that involves two 
components, namely attention and absorption. Attention is defined as the involvement of 
cognitive aspects and the amount of time a person spends thinking about their work, while 
absorption is defined as the feeling of being lured (feeling engrossed) towards work which is 
characterized by intensity in focusing on work. Schaufeli, et al. (2002) define work 
attachment as a person's mental condition related to his work, which is characterized by the 
presence of vigor, dedication and absorption. 

A job cannot be designed only by using elements that encourage effectiveness 
(Werther & Davis, 1993). Therefore an organization should be able to provide a work 
environment that helps meet individual needs through job design. Job design is the process 
of defining work procedures and tasks that are needed for each job (Noe et al, 2015). 
Organizations need jobs that are in demand and provide satisfaction for their employees, so 
that it can motivate employees to work. One approach taken in designing work is to perform 
job characteristics (Noe, et al, 2015). 

Hackman & Oldham (1974) explains that job characteristics are a set of variables that 
relate the nature of the work core to situations that are generally considered to be the main 
causes of employee behavior. There are five dimensions in job characteristics, namely 
autonomy, feedback, skill variety, task identity, and task significance (Hackman & Oldham, 
1974). 

H1: Job characteristic will be positively related to work engagement. 
 

 
 

Figure 1 – Conceptual Model 

 
METHODS OF RESEARCH 

 
The population in this study is permanent employees at a port service company in 

Surabaya. The samples in this study were 119 employees. 
The scale used to measure work engagement is the Utrecht Work Engagement Scale 

(UWES) scale belonging to Schaufeli & Bakker (2004). This scale consists of 17 item 
statements and uses a choice of answers with a seven-point Likert scale of 1 (never at all) to 
7 (always). The scale used to measure job characteristics is the scale of Hackman & 
Oldham's (1974) Job Diagnostic Survey. This scale consists of 18 item statements and uses 
a choice of answers with a seven-point Likert scale from 1 (very inappropriate) to 7 (very 
appropriate). The scale in this study shows adequate internal consistency. 
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Table 1 – Profile of Respondents 
 

Variable Description N % 

Gender 
Male 81 68 

Female 38 32 

Age 

23 to 27 23 18 

28 to 32 59 50 

33 to 37 37 32 

Years working at current organization 

1-2 years 37 31 

2-3 years 12 10 

3-4 years 34 29 

> 4 years 36 30 

Field of work 
Operational 65 55 

Non operational 54 45 

 
Table 2 – Results of Reliability Analysis 

 

Variable Number of Item α 

Job Characteristic 

Autonomy 3 0,620 

Feedback 6 0,718 

Skill Variety 3 0,699 

Task Identity 3 0,810 

Task Significance 3 0,659 

Work Engagement 17 0,944 

 
RESULTS AND DISCUSSION 

 
The data analysis used in this study is Partial Least Square (PLS). This analysis is 

used to predict the relationship between constructs and develop theories. The purpose of this 
study is to find out whether there are influences of job characteristics on work engagement. 
 

Table 1 – Means, Standard Deviation, and Correlation among Variables 
 

Variable Mean SD Adj.R2 CR AVE 

Job Characteristic 

Autonomy 14,65 2,76  0,839 0,723 

Feedback 28,74 4,63  0,841 0,640 

Skill Variety 14,69 3,04  0,799 0,666 

Task Identity 15,82 3,17  0,913 0,841 

Task Significance 16,23 2,92  0,853 0,744 

Work Engagement 87,63 15,15 0,476 0,953 0,695 
 

SD = standard deviation; Adj. R2 = adjusted R-squared; CR = composite reliability; AVE = average variance 
extracted. 

 
Table 2 – Model Results 

 

Path T-values P-values 

Autonomy → Work Engagement 6,602 0,000 

Feedback→ Work Engagement 5,214 0,000 

Skill Variety→ Work Engagement 5,506 0,000 

Task Identity→ Work Engagement 6,554 0,000 

Task Significance→ Work Engagement 5,619 0,000 

 
Based on the above findings, autonomy (t = 6.60, p = .000), feedback (t = 5.21, p = 

.000), skill variety (t = 5.50, p = .000), task identity (t = 6.55, p = .000) and task significance (t 
= 5.61, p = .000) were positive and significant on work engagement. Job characteristic 
showed positive relation with work engagement. The findings of the above study were 
consistent with previous studies, Sejati (2012), Meinarty (2015) and Nadhir & Puteh (2017), 
which proves that there is a positive and significant influence of job characteristics on work 
engagement. 

In the autonomy dimension, the autonomy that is given will make employees feel given 
more trust and respect by the organization in doing its work, so that in the employee will grow 
feelings of bound employees towards work and organization (Hackman & Oldham, 1974). In 
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the feedback dimension, when employees get feedback on how successful they are at their 
jobs, employees will feel they are getting guidance and will motivate them to perform better 
(Werther & Davis, 1993). In the skill variety dimension, the diversity of skills on the job can 
lead to a feeling of great competency for employees, so it can make employees stay in the 
organization and eliminate the boredom that arises from repetitive work activities. On the 
dimensions of task identity, tasks or jobs that are identified will increase productivity and job 
satisfaction of employees, so that they will be responsible for completing all their work 
because they already have a clear workflow (Werther & Davis, 1993). On the dimension of 
task significance, when employees consider the work they do gives meaning that is 
meaningful especially for the organization, then there will be a great sense of responsibility in 
completing work. This sense of responsibility will lead to encouragement for employees to try 
harder in completing their work (Hackman & Oldham, 1974). 

Thus, it can be concluded about the characteristics of work inherent in a job, where the 
characteristics of this job have aspects that can affect the understanding of work, a sense of 
responsibility for work results, a sense of concern for changes that occur from work, and also 
produce positive politeness norms to employees, to further increase work engagement 
(Hackman & Oldham, 1974). 
 

CONCLUSION AND SUGGESTIONS 
 

Based on the results of the research that has been done, it can be concluded that job 
characteristics have a positive and significant influence on work engagement. Individuals 
with high job characteristics will lead to increased levels of work engagement. Likewise, vice 
versa, individuals with low job characteristics will cause a decrease in the level of work 
engagement. 

In further research, it is expected to be able to measure work engagement in different 
organizations of this study, or can be specifically researched at certain positions or levels in 
an organization, in order to be able to provide comprehensive information about work 
attachments measured from a position or level perspective or certain organization. 
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ABSTRACT 
Objective of the study is to describe and analyze the Monitoring And Control Procedure 
Policy Implementation In Mangrove Zone Wonorejo Distric and describing and analyzing the 
factors that support and hinder the successful implementation of the Mangrove Zone 
Monitoring and Control Procedure. This research is descriptive qualitative that examines a 
policy. Data analysis method uses an interactive model analysis with three procedures, 
namely data reduction, data presentation and conclusions / verification. In general, the 
research findings show that the Implementation of the Policy for the Monitoring and Control 
of Mangrove Areas in Wonorejo Dsitrict has been carried out in an integrated manner that 
includes communication aspects, resource aspects, disposition aspects, aspects of the 
bureaucratic structure that are clarified with policy objectives 
 
KEY WORDS 
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Mangrove forests in Indonesia are under threat from various development processes, 
among the main ones being rapid development in all economically vital coastal areas. 
Population pressure, especially in coastal areas, has resulted in changes in land use and 
excessive use of natural resources, mangrove forests are rapidly becoming increasingly 
depleted and damaged throughout the tropics (Mangrove Information Centre 2003). 

Indonesia has around 3,489,140 hectares of mangroves (in 2015) or nearly 23% of the 
total area of the world's mangroves which is around 16,530,000 hectares, with the number of 
mangrove species found not less than 75 species. This condition makes Indonesia known as 
the country with the widest mangrove with a high level of biodiversity. Mangrove damage 
also occurred in the city of Surabaya, East Java Province, according to available data that 
40% of the total area of mangrove forests in the city of Surabaya has been damaged. 

Mangrove forests are very important for the lives of living creatures around them, both 
for humans and animals. Mangroves function as a deterrent to abrasion and erosion of the 
beach by sea water. Mangrove forests are also home to various kinds of flora and fauna. 
One area that has a well-known mangrove habitat in Surabaya is in Wonorejo District, the 
area is located on the edge of the Madura Strait which is relatively narrow, but has a very 
important role as a Pamurbaya buffer from the threat of sea abrasion. The mangrove area is 
a coastal green lane that has ecological and socio-economic functions. With the increasing 
number of residents and the demands of higher needs, it has an impact on uncontrolled 
exploitation of the use of the area and the results of mangrove forests in the city of Surabaya 
which results in damage and decreasing of existing land or mangrove areas. 

Therefore efforts to supervise and control mangrove areas must be carried out and 
supported by all Stake Holders and the community, so that the sustainability of mangrove 
forests will always be maintained and will have a positive impact on the surrounding 
community. The form of protection against mangroves in order to maintain its sustainability is 
directed by the existence of a policy of monitoring and controlling mangrove areas in the city 
of Surabaya. Referring to the Mayor's Regulation Number 65 of 2011 that the protection and 
preservation of mangroves leads to the form of procedures for monitoring and controlling 
mangrove areas in the city of Surabaya which include aspects of communication, resource 
aspects, disposition aspects, aspects of bureaucratic structures. 
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THEORETICAL FRAMEWORK AND HYPOTHESIS 
 

Conceptual Definition of Public Policy Implementation. Public policy actually has 
become a social reality since humans realize that they have the same life goals in addition to 
the variety of interests that exist. The basic definition of public policy is the realization of the 
desire of social scholars to solve social problems in the field (close the gap between 
knowledge and policy) (Parsons, 2005). Therefore public policy is seen as a guideline or 
guide chosen by decision makers to control certain aspects of social problems (Finsterbuch 
and Motz, 1990). 

Policy implementation is an effort to apply the results of the formulation that has been 
carried out. In implementing policies, the efforts that are trying to find are patterns and trying 
to achieve large or small changes as previously decided. Implementation is essentially an 
effort to try to answer the question of what should happen after a program is implemented. 

Van Meter and Van Horn (Wahab, 1997) asserted that the implementation process is 
"those actions by public or private individuals groups that are directed towards the objectives 
of forthcoming prior decisions". Implementation is an effort to achieve certain goals with 
certain means and in a certain time sequence. 

According to Van Meter and Van Horn (Subarsono, 2005), there are six variables that 
affect implementation performance, that is: 

 Policy standards and targets. Policy standards and targets must be clear and 
measurable so that they can be realized; 

 Resources. Policy implementation needs to support resources both human resources 
and non-human resources; 

 Relationships between Organizations. In many programs, the implementation of a 
program needs support and coordination with other institutions; 

 Characteristics of implementing agents. What is meant by the characteristics of 
implementing agents includes the structure of the bureaucracy, norms, and patterns 
of relations that occur in the bureaucracy, all of which will affect the implementation of 
a program; 

 Social, political and economic conditions. This variable includes environmental 
economic resources that can support the success of policy implementation; 

 Disposition of the implementor. The implementor's disposition includes three 
important things, namely: the implementor's response to the policy, which will 
influence the way to implement the policy. and the intensity of the disposition of the 
implementor, namely the value preferences possessed by the implementor. 

 

 
 

Figure 1 – Policy Implementation According to Van Meter and Van Horn (Source: Van Meter and 
Van Horn (Subarsono, 2005) 



RJOAS, 1(85), January 2019 

482 

Mangrove Area Monitoring and Control Policy. Sondang (2005) defines monitoring as a 
process of observation of the implementation of all organizational activities to ensure that all 
work being carried out is carried out in accordance with a predetermined plan. Supervision is 
every effort and action in order to find out the extent to which tasks are carried out according 
to the provisions and objectives to be achieved. 

Control is a very important part of the management function so that it must get attention 
so that it can be implemented properly. According to Bateman & Snell (2008) control is 
monitoring the progress of the organization or work unit towards the objectives and then 
taking corrective actions if needed. 

According Surabaya Mayor Regulation Number 65 of 2011 concerning Procedures for 
Supervision and Control of Mangrove Areas, mangroves are a collection of plants 
dicotiledoneae and / or monocotyladenae consisting of plant species that have taxonomic 
relationships to unrelated families but have similar morphological and physiological 
adaptations to habitats affected by tides. 

The policy of monitoring and controlling mangrove areas is a policy made to protect 
and preserve mangrove areas. The policy of mobitoring and controlling mangrove areas in 
Surabaya is contained in the Surabaya Mayor Regulation Number 65 of 2011. The Mayor's 
Regulation adopts various policies made by the central government in determining the 
various regulations article by article. This policy is very good because the existence of this 
policy can protect and preserve mangroves both in Wonorejo and throughout the mangrove 
areas in Surabaya. 

Mangrove or mangal is a general designation used to describe a variety of tropical 
coastal communities dominated by several species of distinctive trees or shrubs that have 
the ability to grow in salty waters (Nybakken, 1988). Mangroves are one of the least arising 
soil plants that are resistant to open sea salinity (Odum, 1993). Although not the same as the 
term mangrove, many people or lay residents call mangroves as mangroves or briefly called 
mangroves. 

Characteristics of mangrove habitat are (1) generally grows in intertidal areas whose 
soil types are muddy, or sandy, (2) periodically inundated areas of the sea both daily and 
which are only flooded during full moon tides. Inundation frequency determines the 
composition of mangrove vegetation, (3) receives sufficient fresh water supply from land, (4) 
is protected from large waves and strong tidal currents. 

Mangroves are a tropical and sub-tropical coastal vegetation community, which is 
dominated by several types of trees (such as Avicennia, Sonneratia, Rhizophora, Bruguiera, 
Ceriops, Lumnitzera, Exoecaria, Xylocarpus, Aegiceras, Scyphyphora and Nypa) that can 
grow and develop in coastal tidal areas muddy (Bengen, 2004b). Bengen (2000) states that 
mangrove ecosystems have functions, among others: (1) as a protective beach from the 
onslaught of waves, currents and wind, (2) as a shelter, spawning or breeding and fostering 
areas of various types of biota (3) as producers of materials highly productive organics 
(detritus), (4) as a source of fuel industry raw materials, (5) suppliers of fish larvae, shrimp 
and other marine biota, and (6) tourism places. 

Framework of Thinking and Hypothesis. Policy is a system in which there are elements 
that are interconnected and influence. Public policy is a series of choices that are more or 
less interconnected (including decisions not to act) made by government agencies and 
officials. As a guide, public policy provides direction for future behavior as well as a unified 
direction for a number of programs and projects that require large and small decisions. The 
direction of this action is generated through the selection process by policy makers from a 
number of alternative choices available so that this action is deliberate action. 

Islamy (2001) explains that the first step that policy makers make is to identify the 
problem to be solved, then make the clearest formulation of the problem. The main problem 
that occurs is that damage to coastal areas, mainly mangrove forests, is caused by human 
activities both in small and large scale, both directly and indirectly and this damage greatly 
affects the follow-up effects experienced by the region. The activities can be in the form of 
illegal logging, opening of farms, opening of recreational facilities, waste disposal, residential 
areas, and industry. 
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The policy of monitoring and controlling mangrove areas on the East Coast and North 
Coast of Surabaya is stated in Surabaya Mayor Regulation Number 65 of 2011 concerning 
"Procedures for Monitoring and Control of Mangrove Areas in Surabaya City Region" 
Implementation is a very important aspect in the entire policy process due to public policies 
that have made will be useful if implemented. A policy program must be implemented so that 
it has the desired impact or goal. Implementation is seen as a process of interaction between 
a set of goals and actions that are capable of achieving policy objectives. Where in the 
implementation of policies, actors, organizations, procedures and techniques are used 
together and simultaneously. 

According Van Meter and Van Horn (Subarsono, 2005) there are five variables that 
influence policy implementation, namely (1) policy standards and targets; (2) resources; (3) 
inter-organizational communication and activity strengthening; (4) characteristics of 
implementing agents; and (5) social, economic and political conditions. 

Based on the combination and elaboration of variables that affect implementation 
performance, namely Policy Size and Objectives, Resources, Organizational 
Communication, Implementing Attitudes, Social, Political and Economic Environment 
Conditions are expected to improve the procedures for controlling and controlling mangrove 
areas in Wonorejo District, Surabaya City. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Hypotheses. Based on the framework, the hypotheses are as follows: Monitoring And 

Control Procedure Policy Implementation In Mangrove Zone Wonorejo Distric will be useful if 
the mechanism is integrated, which includes aspects of size and policy objectives, 
communication aspects, resource aspects, disposition aspects, aspects of bureaucratic 
structure, implementers' attitudes that are aligned with the policies of Surabaya Mayor 
Regulation no. 65 of 2011. 

Subject of the Study. The subjects of this study were the Mangrove Area of Surabaya 
City in Wonorejo District. 

Mangrove damage in Surabaya City, 
East Java Province 

Monitoring And Control Procedure Policy 
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Implementation Mechanism 
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Resource 

Communication between Organizations 

Acting Attitude 

Conditions of Social Environment, Politics 

and Economics 

 

Improved procedures for monitoring and 
controlling mangrove areas 

Surabaya Mayor 
Regulation no. 65 2011 
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Respondents were related officials / personnel from the Head of the Surabaya City 
Food and Agriculture Resilience Service, Head of the Surabaya City Environment Office, 
Wonorejo Districr Head, several Chairmen of Farmers' Groups, Members of NGOs and Non-
Governmental Organizations. Data collection techniques used in this study were through 
interviews, observation, and documentation. 

The object of the research is the policy of monitoring and controlling the mangrove area 
which includes aspects of size and policy objectives, aspects of communication, aspects of 
resources, aspects of disposition, aspects of bureaucratic structure, attitude of the 
implementer. These objects become research variables and analyzed using interactive 
model analysis with three procedures, namely data reduction, data presentation and 
conclusion / verification. 
 

METHODS OF RESEARCH 
 

This study applies a qualitative method that is descriptive qualitative by explaining that 
a policy is said to be successful if the policy implemented has the desired impact. In this 
study qualitative methods were used to explain the problems in the mobitoring and control 
procedures of the Surabaya City mangrove area in Wonorejo District. This method is used to 
explain the purpose and objectives of the study where some of the questions that arise as 
well as data obtained, such as monitoring and control procedures, Factors that influence the 
implementation of monitoring and control procedures for mangrove areas in Wonorejo 
District, Surabaya. 

The unit of analysis is the Size and Purpose of the Policy, Resources, Communication 
between Organizations, Implementing Attitudes, Conditions of the Social, Political and 
Economic Environment related to the supervision and control procedures of the Surabaya 
mangrove area in Wonorejo Village. Data analysis method uses data analysis that has been 
developed by Miles and Huberman (Emzir, 2010), using ineractive model analysis with three 
procedures, namely data reduction by conducting a simplification process of data from 
various sources and various methods to determine themes and organize data according to 
research focus which includes the procedure of mobitoring and control of the mangrove area 
of Surabaya City in Wonorejo District. Submission of data is done in a way by using tables 
and figures related to the supervision and control procedures of the Surabaya mangrove 
area in Wonorejo District. Conclusions / verification by means of any conclusions will always 
continue to be verified during the research that involves the interpretation of the researcher. 
 

RESULTS AND DISCUSSION 
 

Monitoring and Control of the Mangrove Area in Surabaya Wonorejo Village has the 
size and purpose as stipulated in the Procedure for Mobitoring and Control of the Mangrove 
Area in the Surabaya City area, which begins with socialization, community empowerment, 
monitoring and evaluation, investigation and ending with reporting. The socialization was 
carried out by the Mangrove Zone Monitoring and Control Team with the aim of providing 
understanding to the public about the laws and regulations relating to the mangrove area. 
Dissemination is carried out periodically and / or as needed by face to face and / or through 
mass media. 

Community Empowerment by the Mangrove Zone Monitoring and Control Team aims 
to provide knowledge to the community in efforts to preserve and manage natural resources 
in the mangrove area, provide knowledge and skills to the community in utilizing mangrove 
as an effort to improve community welfare. 

Monitoring and Evaluation by the Mangrove Zone Monitoring and Control Team aims to 
monitor and provide an assessment of the condition of the mangrove area as a consideration 
for decision making by the Mayor and as a basis for taking action in the field. The 
investigation was carried out by Investigators of Civil Servants in the Surabaya City 
Government who were authorized to take action to investigate violations of regional 
regulations that occurred in the mangrove area. In the event of a violation of Law Number 5 
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of 1990 concerning Conservation of Natural Resources and Ecosystems or Law Number 27 
of 2007 concerning Management of Coastal Areas and Small Islands or other Laws. 
Reporting by the Chairperson of the Mangrove Zone Monitoring and Control Team submits a 
report to the Mayor on a regular basis every month and incidentally as needed. 

Resources are one of the important factors in the process of implementing or 
implementing a program or policy, where without the support of adequate resources, whether 
in the form of the amount or ability or expertise of the program implementers or the 
implementation policies of a program will not achieve its objectives. Availability of resources 
in implementing a program or policy is one factor that must always be considered, if the 
policy is implemented as planned. 

Food and Agriculture Resilience Service has 53 employees and has a background and 
level of education and groups that vary from group II to 7 people, group III as many as 37 
people, and group IV as many as 9 people, with details 53 men and 21 women and based on 
the number and composition of his rank, human resources are sufficient. 

Communication is something that really determines the success of achieving the 
objectives of public policy implementation. Communication involves the process of delivering 
information or transmission, the clarity of the information and the consistency of the 
information conveyed Knowledge of the things they do can work if the communication goes 
well, so that any policy decisions and implementation regulations must be communicated to 
the appropriate personnel department. 

Sosalisai Mayor Regulations are not found in the form of publications in the form of 
books, brochures, and digital publications, the existing publications are only those of Perwali, 
thus the relations between organizations especially those in the team are limited to normative 
relations as government agencies. 

The structure of the bureaucracy has a potential and real relationship with what they 
have in carrying out policies. Complex policies require the cooperation of many people. 
Elements that might influence an organization in policy implementation include the level of 
hierarchical supervision of sub unit decisions and processes in the implementing agency. 

Characteristics of the implementing agency Policy procedures for controlling and 
controlling mangrove areas in this line of the Surabaya City Food and Agriculture Resilience 
Agency, Surabaya City Marine and Fisheries Service have good bureaucratic structures, 
characteristics, norms and coordination, potential and tangible in carrying out procedure 
policies supervision and control of mangrove areas. 

Head of the Surabaya Food and Agriculture Resilience Office as Chair of the Mangrove 
Zone Monitoring and Control Team in Surabaya City and Secretary of the Surabaya 
Agriculture Office as Secretary. While the Head of the Environment Agency, Head of the 
Community Empowerment and Family Planning Agency, Head of the Cipta Karya and 
Spatial Planning Office, Head of the Civil Service Police Unit, Local Sub-District Head as 
Member, Local Village Head, and SKPD Surabaya City served as members. 

Surabaya City Marine and Fisheries Agency which also has authority on conservation 
areas of coastal areas and small islands excluding members in the Major Regulations. 

One of the factors that influence the effectiveness of policy implementation is the 
attitude of the implementor or apparatus. If the apparatus agrees with the parts of the 
contents of the policy to be executed, they will carry out happily, but if their views differ from 
those of the policy makers, the implementation process will experience many problems and 
not achieve the programs that have been made. Trends in behavior or characteristics of 
policy implementers play an important role in realizing the implementation of policies that are 
in accordance with the goals or objectives. Important characteristics that must be possessed 
by implementing policies such as honesty and high commitment. Honesty directs the 
implementor to stay in the program that has been outlined, while the high commitment of the 
implementers of the policy will make them always enthusiastic in carrying out their duties, 
authority, functions, and responsibilities in accordance with established regulations. 

The level of commitment and honesty of the apparatus in policy implementation is the 
most important thing from the Effect of Disposition or Tendencies, because in implementing a 
policy it can affect the desire and willingness to implement a policy, the desire and 
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willingness of an apparatus can be seen from the knowledge of a policy implemented, 
understanding and deepening of a policy and acceptance of the apparatus in the policy 
whether accepting, rejecting or neutral. 

Implementation Policy procedures for monitoring and controlling mangrove areas are 
accompanied by high commitment to achieve the targets set by always improving service 
quality. Commitments from implementers to policies or programs that must be implemented 
because each policy requires implementers who have strong desires and high commitment 
to be able to achieve the stated policy objectives in accordance with the procedure. 

The economic potential of the mangrove ecosystem comes from three sources, namely 
flora, fauna, and environmental services of the mangrove ecosystem. Mangrove ecosystems 
provide various types of products and services that are useful for supporting the living needs 
of coastal residents and various economic activities, both locally, regionally and nationally as 
well as supporting the living systems of communities around the forest. All these mangrove 
functions will continue if the existence of a mangrove ecosystem can be maintained and the 
use of its resources is based on the principles of sustainability. This means that mangroves 
act as renewable resources and support the living system if all the ecological processes that 
occur within the mangrove ecosystem take place without interruption. 

Economically involving the community in the management and supervision system also 
provides benefits for both parties, both the communities around the mangrove area which are 
generally relatively poor and also the government which acts as the managing institution. 
Thus the strategy that involves community participation in efforts to manage the mangrove 
ecosystem in addition to achieving the objectives of Mangrove forest conservation must also 
be able to overcome the socio-economic problems of the communities around the area. 
 

DISCUSSION OF RESULTS 
 

Monitoring And Control Procedure Policy Implementation In Mangrove Zone Wonorejo 
Distric has not been fully implemented as mandated in Surabaya Mayor Regulation Number 
65 of 2011. Implementation of the Surabaya Mayor Regulation based on the aspects 
contained in it is not yet effective and optimal and according to the expected target. Among 
the integrated stages describing the forms of inequality during the process of implementing 
the Surabaya Mayor Regulations were carried out. In addition to supporting factors that can 
still be used as a pillar of this policy can survive, there are also several inhibiting factors in it, 
both internal and external. 

Based on the Aspect of Size and Policy objectives, the implementation of the policies 
mentioned by Van Meter and Van Horn is very integrated with the policy conditions of the 
Surabya City Mayor, namely the implementation of these policies by various agencies such 
as the Surabaya City Agriculture Agency, Surabaya City Environment Agency, Cipta Karya 
and Spatial Planning Surabaya City, Surabaya City Civil Service Police Unit, Rungkut Sub-
District Head, Wonorejo Urban Village Head, and Wonorejo Community. Here all the 
monitoring and control team of mangroves do their best to achieve policy objectives by not 
leaving the main tasks and functions of each agency, besides that as a guideline also in 
supervising and controlling mangrove areas in Wonorejo. 

Based on the Communication Aspect that communication carried out in the policy of 
mobitoring and controlling mangrove areas is carried out through two phases, namely 
internal communication carried out through delegation between implementers and all staff 
understanding the Program through policies that have been made in writing. External 
communication with the community, carried out by means of program socialization carried 
out by officials to the community, as well as increasing cooperation with vertical agencies. 
According to Van Meter and Van Horn (1975) consistency of the information conveyed is 
needed in order to avoid confusion between the parties involved in its implementation. 
Likewise with the implementation of policies on procedures for controlling and controlling 
mangrove areas, information consistency is highly demanded, but if there is a change 
because of seeing the condition of the community, information that circulates in the 
community automatically also changes. 
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Based on the Resource Aspect in the policy procedures for monitoring and controlling 
mangrove areas, both in quality and quantity. Food and Agriculture Resilience Service Data 
has 53 employees and has a background and level of education and groups that vary from 
group II to 7 people, group III as many as 37 people, and group IV as many as 9 people, with 
details 53 men and 21 women and based on the number and composition of its rank, human 
resources are sufficient to implement the policy. This finding is in accordance with the theory 
put forward by Van Meter and Van Horn (1975) which states that the number and quality of 
adequate implementers have a very positive impact on the implementation of policies. 

One of the factors that influence the effectiveness of policy implementation is the 
attitude of the implementor. If the implementor agrees with the contents of the policy then 
they will carry out happily but if their views differ from those of the policy maker then the 
implementation process will experience many problems. In addition, support from 
implementing officials is needed to achieve the program objectives. The manifestation of this 
leadership support includes placing policies as program priorities and providing sufficient 
funds to provide incentives for program implementers so that they support and work in total 
in implementing policies / programs. 

Disposition is an aspect related to the attitude and support of the implementers of the 
program or policy. Attitudes and support are very important in the implementation process, 
because similarity of views on what is done together will facilitate the achievement of goals. If 
the implementers or implementors of the policy are divided in terms of attitudes and support, 
what will be achieved from a policy will not be achieved effectively and efficiently, because it 
will face many obstacles and obstacles from the implementing officers of the policy itself, 
where the implementation of programs or policies sometimes problematic if the executor 
involved in it cannot run the program or policy properly. If the implementer has a good 
disposition, then he will implement the program or policy well as cooled by policy makers, 
whereas if the implementer has a different attitude from the policy maker, then the 
implementation process of a program or policy will also not be effective and efficient. 

The attitude of the policy implementers with policy makers, the findings of the research 
shows a positive attitude and supports the implementation of the procedures for monitoring 
and controlling the mangrove area, in terms of the human resource capacity the 
implementers of this policy have the willingness to accept the policy and readiness to carry 
out tasks in accordance with the Letter of Assignment and available procedures. Based on 
the theory of Van Meter and Van Horn (1975) the appointment and selection of program 
implementing personnel must be the right people and have dedication to the tasks carried 
out. So that the implementation of a program can run effectively. 

According Van Meter and Van Horn (1975), the variables that influence the 
implementation of public policy are bureaucratic structures. Even though the sources for 
implementing a policy are available or policy implementers know what should be done and 
have the desire to implement a policy, it is likely that the policy cannot be implemented or 
realized because of weaknesses in the bureaucratic structure. 

Bureaucratic structure is a characteristic, norms and patterns of relationships that occur 
repeatedly in executive bodies that have both potential and real relationships with what they 
have in carrying out policies. Complex policies require the cooperation of many people. 
Elements that might influence an organization in policy implementation include the level of 
hierarchical supervision of sub unit decisions and processes in the implementing agency. 

In the policy of monitoring and controlling mangrove areas the Food and Agriculture 
Resilience Agency and the Surabaya City Marine and Fisheries Service already have 
standard operating procedures regarding a series of written instructions standardized in 
implementing policies with reference to SPOPP and Surabaya Mayor Regulation no. 65 of 
2011. 

Based on the results of the study, it can be seen that the form of coordination and 
cooperation between the parties involved in the implementation of the policy of controlling 
and controlling the mangrove area is going well, this can be seen with the alertness of the 
implementers in resolving various problems that arise as seen from the tasks and functions 
they have. 
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CONCLUSION 

 
Based on observations and interviews, note that Policy Size and Objectives. The 

Supervision and Control Team has not carried out its duties to the fullest in accordance with 
Surabaya Mayor Regulation Number 65 of 2011, and has not made Standard Operating 
Procedure (SOP) as the basis for carrying out its duties. The Monitoring and Control Team 
already has adequate human, material and financial resources. 

The Oversight and Control Team has good cooperative relations with government and 
private agencies, but does not socialize Perwali to the Team because it is considered to have 
known and socialized only in the form of posting on the Website. The Monitoring and Control 
Team lacks coordination between Team members and there is overlapping of authority in 
carrying out tasks. The Monitoring and Control Team knows the tasks that must be carried 
out, but has not yet committed to implementing them properly. With the stipulation of 
Wonorejo Urban Village as a mangrove ecotourism area affecting the economic conditions of 
the community. 

Factors that hinder the implementation of the policy include socialization, the location of 
the village Wonorejo relatively far from the city of Surabaya, so that the supervision and 
control procedures have not been implemented maximally. Community Empowerment, 
community empowerment activities have not been carried out by the Supervision and Control 
Team optimally, but it is often carried out by universities, NGOs, the Indonesian National 
Army, especially the Navy and other agencies. Monitoring and Evaluation, there is no direct 
monitoring and evaluation carried out by the Monitoring and Control Team. Investigation, the 
absence of law enforcement actions related to the existence of violations. Reporting, the 
activities reported are activities carried out by other parties. 

Factors that support the implementation of policies include socialization; many other 
parties carry out socialization (Higher Education, Non-Governmental Organizations, 
Indonesian Navy, Private Sector etc). Community Empowerment, there are activities carried 
out by other parties in collaboration with the city government in community empowerment. 
Monitoring and Evaluation, there is concern from other parties in the management of 
mangrove areas. Investigation, the concern of other parties in monitoring the existence of 
mangroves is very helpful. Reporting, reporting on conditions and activities in the mangrove 
area is well reported. 
 

RECOMMENDATIONS 
 

Taking into the results of the research concluded above and looking at several factors 
that support and hinder the implementation of the policy itself, the authors formulated a 
number of recommendations and recommendations so that the implementation of 
procedures for monitoring and controlling mangrove areas is more efficient, including the 
need to appoint the Head of Maritime and Fisheries Services as Team Leader Monitoring 
and Control of the Mangrove Area and placing the Head of the Food and Agriculture Security 
Service as Deputy Chairperson. 

The Chair of the Supervision and Control Team must rotate PNS / ASN by placing 
qualified personnel in their fields. Chairman of the Supervision and Control Team conducts 
socialization of Perwali no. 65 of 2011 to the public, government and private institutions, 
educational institutions, NGOs etc. The Supervision and Control Team in order to compile an 
SOP (Standard Operating Procedure) and work program as the basis for carrying out their 
duties. The Mayor of Surabaya always supervises the implementation of the Mangrove Zone 
Monitoring and Control Procedure. 
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ABSTRACT 
The purpose of this research were (1) to analyze the effect of E-WOM to online trust on 
Instagram; (2) to analyze the effect of E-WOM to purchase intention on Instagram; 
(3) to analyze the effect of online trust to purchase intention on Instagram. The quantitative 
approach is carried out by online survey methods to respondents. The data was collected 
from July to September 2018. The respondents were determined by purposive sampling 
technique. Respondents of this research were 20-35 aged people (millennials) who bought 
fashion products through Instagram in the past months. Data processing technique used in 
this research were descriptive analysis and SEM (Structural Equation Modeling). The result 
of this study shows electronic word of mouth was significantly positive to online trust and 
purchase intention. 
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Electronic word of mouth, online trust, purchase intention, public service. 
 

The use of the internet has developed so rapidly since it first appeared and always 
increases every year. Based on data from Asosiasi Pengguna Jasa Internet Indonesia 
(APJII) in 2017 there was 143.26 million people used the internet in Indonesia. The biggest 
increase occurred in 2013 and 2015 with a percentage of 30.16% and 24.94%. The increase 
of internet users could be an opportunity for business people to sell online and maximize 
their sales by using the internet. 

The composition of internet users currently consists of various ages. The biggest 
composition of internet users was dominated by the age of level 19-34 years which is equal 
to 49.52%. The majority age range of internet users in Indonesia was millennials generation. 
Millennials were born in the digital era so they tend to socialize with internet technology that 
can be accessed anytime and don’t need to be meet for interact. Millennials cannot be 
separated from lifestyle in using social media. The Indonesian internet service providers 
association noted that as much as 87.13% of people used social media. The frequently used 
social media in Indonesia were Instagram 82.6%, Facebook 66.5%, and Path 49.6% (APJII 
2017). Based on these data, Instagram is social media most commonly used by generation 
millennial. 

In general, Instagram is a platform for sharing photos by fellow users. However, in the 
past few years, many people have opened virtual stores on Instagram. The popularity of 
online shopping has recently led to a new e-commerce paradigm called social commerce (s-
commerce). S-commerce is considered part of e-commerce which known by using social 
media to facilitate the interaction and communication between consumers and sellers about 
any products or services (Che et al. 2017). Supported by Jakpat survey data (2017), online 
sellers in Indonesia who using the Instagram platform were recorded as much as 26.02% in 
2015 and increased to 60% in 2017. This thing triggered competition among business people 
on Instagram. As time passes, Instagram was used as a platform for new businesses to offer 
products. Based on the results of the Jakpat survey (2016) product which sold on Instagram 
are fashion (67.5%), accessories (64.9%), electronics (35.1%), cosmetics (32.5%), culinary 
(31.6%), toys (14.9%), and others (4.4%). Fashion product is the biggest product category 
which sold on Instagram. 

Trust in online shopping was the important issue for consumer purchasing dicisions in 
Instagram. Consumer trust is the main key for online buying decisions (Lu et al. 2016). 
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One of the way to increase trust is through the exchange of information between Instagram 
users by electronic word-of-mouth (E-WOM), where consumers share their personal opinions 
with others about brand, product and service reviews. E-WOM has a high impact on 
consumer decision making processes (Park & Kim 2008). Based on the Jakpat survey data 
(2017) Instagram users who active in buying online are only 12%, this number is the smallest 
number compared to other activities such as activity give like (63%), post photo (57%), read 
timeline (55%), watch videos (52%), and give comments (47%). 
 

LITERATURE REVIEW 
 

Electronic Word of Mouth (E-WOM). E-WOM communication can be done in various 
ways such as posting opinions, comments, and product reviews on weblogs, discussion 
forums, websites, e-bulletin board systems, newsgroups, social networking sites (Cheung & 
Thadani 2010). According to Goyette et al. (2010) E-WOM were divided into three 
dimensions, namely intensity, valence of opinion, and content. Intensity is the number of 
opinions written by consumers on a social networking site. Valence of opinion is the opinion 
of consumers whether positive or negative about products, services and brands. Content is 
the content of information from social networking sites related to products and services. 

Online trust. Trust is very important in many transactional relationships that contain 
elements of risk, such as transaction with sellers on the internet (Reichheld & Schefter 2000). 
McKnight (2002) divided into three dimensions of trust based on confidence in a seller, 
namely benevolence, integrity and competence. Benevolence is the extent to which a 
business partner focuses on the welfare of consumers and for mutual benefit. Integrity is a 
person's belief that the company makes an agreement in good faith about the quality of 
products and services provided to its customers. Competence is the seller's ability to do what 
consumers need. 

Purchase intention. According to Pavlou (2003), purchase intention is a situation where 
consumers are able and intend to be involved in online transactions. Purchase intention 
according to Assael (1998) is a behavior that appears as a response to an object or its also 
an interest in repurchasing which shows the customer's desire to make a repeat purchase. 

Previous research for the effect of E-WOM on online trust has been carried out. The 
results of Awad & Ragowksy's study (2008) show that E-WOM has a significant effect on 
online trust. In addition, the research results of Durmaz & Yukzel (2017) show that E-WOM 
has a significant effect on purchase intention. The objects of this research were e-commerce 
users. The results of the study by Kooli et al. (2014) show that online trust has a positive and 
significant effect on purchase intention. The objects of this research were users of 
kaskus.co.id. 
 

METHODS OF RESEARCH 
 

This research used cross sectional method with the quantitative approach was carried 
out by online survey methods to respondents. The data was collected from July to 
September 2018. The respondents were determined by purposive sampling technique. 
Respondents of this research were 20-35 aged people who bought fashion products through 
Instagram in the past months. This research used 196 respondents as sample. Data 
processing technique used in this research were SEM (Structural Equation Modeling) with 
AMOS 22 software and descriptive analysis with SPSS 22. 
 

CONCEPTUAL FRAMEWORK 
 

Based on the empirical studies conducted, it was assumed that electronic word of 
mouth has an effect to online trust and purchase intention. The conceptual framework was 
presented in Figure 1. 

Based on the conceptual framework above, the proposed research hypotheses are: 
H1: Electronic word of mouth has a positive and significant effect on online trust; 
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H2: Electronic word of mouth has a positive and significant effect on purchase 
intention; 

H3: Online trust has a positive and significant effect on purchase intention. 
 

 
 

Figure 1 – Conceptual Research Framework 

 
RESULTS AND DISCUSSION 

 
Respondent Characteristics. Based on the results of the study, the characteristics of 

respondents were in the age range of 20-25 years. The majority of respondents are women. 
The domicile of most shopping through Instagram is West Java. Respondents who have jobs 
as private employees dominate shopping activities through Instagram by spending ≥ Rp. 
3,000.001 per month with the last education as bachelor’s degree. 

Overall Model Fit. The effect of electronic word of mouth on online trust and purchase 
intention on Instagram was measured by using SEM analysis. Model suitability test can be 
seen from the criteria of GFI, RMSEA, AGFI, CFI, and RMR completely can be seen 
in Table 1. The overall value of the aspects of the conformity criteria has included the 
category of Good Fit and Marginal Fit so that the overall research model is feasible. 
 

Table 1 – Overall model fit 
 

Goodness of Fit Cut off value Result Conclusion 

Good Fit Index (GFI) 0.80≤GFI<0.90 or ≥ 0.90 0.903 Good fit 
Root Mean Square Error Approximation (RMSEA) RMSEA≤ 0.08 0.046 Close fit 
Adjusted Good Fit Index (AGFI) 0.80≤AGFI<0.90 or ≥ 0.90 0.872 Marginal fit 
Comparative Fit Index (CFI) 0.80≤CFI<0.90 or ≥ 0.90 0.971 Good fit 
Tucker Lewis Index (TLI) 0.80≤TLI<0.90 or ≥ 0.90 0.966 Good fit 

 
Table 1 shows the goodness-of fit statistics that the structural model was reasonably 

well. The model produced a chi-square of 224.149 (df = 159, p = 0.001). To alleviate the 
sensitivity of the chi-square statistics, the value of chi-square was divided by the degrees of 
freedom. The re-estimated chi-square value was 1.41 and this new value is within an 
acceptable cut-off value range, from 1.0 to 3.0. The goodness of fit is index (GFI =0.903, with 
1 indicating maximum fit), root mean square error of approximation (RMSEA = 0.046, with 
values ≤ 0.08 is good fit while ≤ 0.05 is close fit) adjusted good fit index (AGFI =0.872, 1 = 
maximum fit), comparative fit index (CFI =0.971, with 1 indicating maximum fit), and tucker 
lewis index (TLI) =0.966, with 1 indicating maximum fit). The overall value of the aspects of 
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the conformity criteria has been included in the category of Good Fit and Marginal Fit so that 
overall the research model is feasible. 

Measurement Model. Table 2 illustrated factor loadings and Cronbach’s alpha 
coefficients of research variables. As shown, all of the alphas are higher than 0.6 and factors 
loadings are more than acceptable level of 0.5, it can be concluded that the indicators used 
in this study have good or capable reliability to measure the construct and good convergent 
validity of the questionnaire. 
 

Table 2 – Measurement SEM model 
 

Variable Indicator Factor Loading CR 

Electronic Word of Mouth 

Frequency of accessing information from Instagram (IN1) 0.64 

0.93 

Frequency of interaction with Instagram users (IN2) 0.68 

Number of reviews written by Instagram users (IN3) 0.76 

Positive comments from Instagram users (VO1) 0.89 

Recommendations from Instagram users (VO2) 0.87 

Product variation information from Instagram users (CO1) 0.87 

Product quality information from Instagram users (CO2) 0.74 

Information about prices offered by Instagram users (CO3) 0.80 

Online Trust 

Make transactions honestly (INT1) 0.82 

0.94 

Tell what really is (INT2) 0.83 

Maintaining commitment (INT3) 0.81 

Make sure to give the best to customers (BEN1) 0.81 

Will provide assistance if needed (BEN2) 0.75 

Caring for customer welfare not just a personal benefit (BEN3) 0.80 

Able to do properly transactions (COM1) 0.81 

Having adequate resources (COM2) 0.76 

Having sufficient knowledge in running a business (COM3) 0.73 

Purchase Intention 

Possibility to buy products from the seller (MB1) 0.86 

0.84 Will consider buying products from the seller (MB2) 0.65 

Intending to buy products from the seller (MB3) 0.87 

 

 
 

Figure 2 – SEM model on fashion products 
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Structural Model Fit. The next step is to test the compatibility of the structural model fit. 
The compatibility test of structural equation coefficients by specifying a significant level. In 
this study the significance test used a significance level of 0.05 with a confidence level of 
95%. At the 0.05 significance level the t value of each coefficient of the structural equation 
must be greater than 1.96. Based on Figure 2, it can be seen that the hypotheses one, two, 
and three are acceptable and significant because the value of t is greater than 1.96 and p-
value is under 0.05. Based on the empirical model proposed in this study, testing of 
hypotheses can be done through testing path coefficients in structural equation models. The 
following results of the SEM model estimation can be seen in Table 2. 
 

Table 2 – Estimated result of SEM Model 
 

Variable effect   Path coefficient T-Value P-Value Conclusion Information 

Electronic word of mouth → Online trust 0.68 7.58 0.000 Significant Accept 
Electronic word of mouth → Purchase intention 0.39 3.85 0.000 Significant Accept 
Online trust → Purchase intention 0.41 4.06 0.000 Significant Accept 

 
Based on SEM model, electronic word of mouth had a positive and significant impact 

on online trust (path coefficient = 0.68, t = 7.58). Electronic word of mouth also had a positive 
effect on purchase intention (path coefficient = 0.39, t = 3.85). Finally, online trust had a 
positive effect on purchase intention in the context of fashion product (path coefficient = 0.41, 
t = 4.06). 

Effect electronic word of mouth on online trust. The results of the study found that the 
first hypothesis was accepted, electronic word of mouth had a positive and significant effect 
on online trust. This analysis is also supported by Awad & Ragowksy's (2008) study, Prasad 
et al. (2017). Based on the findings, respondents felt that positive comments from Instagram 
users were the most important indicator in electronic word of mouth. Electronic word of 
mouth is an important tool for information gain about service or product (Chevalier & Mayzlin 
2006). Consumers feel that the source of information Electronic word of mouth is the 
perception of other consumers and not sponsored by a company (Goyette et al. 2010). So 
that makes consumers are trust to the seller. 

Effect electronic word of mouth on purchase intention. The results of the study found 
that the second hypothesis was accepted, electronic word of mouth has a positive and 
significant effect on purchase intention. This analysis is also supported by previous research 
conducted by Durmaz & Yukzel (2017), Kudeshia & Kumar (2017). Based on the findings, 
respondents felt that positive comments from Instagram users were the most important 
indicator in electronic word of mouth. Chatterjee (2001) state that this kind of message can 
effectively reduce risk and uncertainty which recognized by consumers when purchasing 
products or services, so that their purchase intention can be further influenced. Product 
reviews posted by consumers on the internet are one of the most important ways of EWOM 
communication (Sen & Lerman 2007). 

Effect online trust on purchase intention. The results of the study found that the third 
hypothesis was accepted, online trust has a positive and significant effect on purchase 
intention. This analysis is also supported by previous research conducted by Che et al. 
(2017), Kooli et al. (2014). Based on the findings, respondents felt if seller tell what really is 
were the most important indicator in online trust. Consumers may feel uncomfortable 
because cannot physically check the quality of the products while shopping on the internet 
(Ling et al. 2010). When the seller can tell the actual condition or specification it will reduce 
suspicion and uncertainty which will increase consumer buying interest. 
 

MANAGERIAL IMPLICATIONS 
 

Based on the results of the study, electrоnic wоrd оf mоuth is the most influential 
variable on online trust. The intensity dimension has the greatest value in forming electrоnic 
wоrd оf mоuth, sellers must pay more attention to information, interactions and the number of 
opinions written by consumers on Instagram. The seller can take advantage of the highlight 
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feature on Instagram, for example the seller collects opinions written by consumers, so that 
consumers are more confident and stimulated to make purchases. In addition to increasing 
the number of opinions written by consumers, sellers can carry out promotional strategies to 
give discounts to consumers who are willing to take photos or review products purchased. 

Online trust plays an important role in purchase intention. Dimensions of integrity have 
the greatest value in forming online trusts. Consumer trust to the seller must be built, 
Instagram is not like e-commerce that has a transaction feature, the seller must be able to 
make transactions honestly. The seller can display a receipt picture post from previous 
transactions so that prospective customers feel more confident. In addition, the method that 
can be done by the seller is to provide information about the product in the caption column, 
such as whether the product is original or not, the material and the quality of the product. The 
seller can use a photo of the original product with a detailed watermark or the name of the 
seller in the photo. In addition, sellers can include videos of these products by utilizing 
Instagram features, which in one post can upload multiple files to reduce the uncertainty felt 
by consumers. 
 

CONCLUSION 
 

Electrоnic wоrd оf mоuth has a positive impact on online trust. This positive effect 
shows that trust in sellers on Instagram can be increased through interactions, comments, 
posts and reviews of Instagram users. Electrоnic wоrd оf mоuth also has a positive impact 
on purchase intention. This positive effect indicates that purchase intention on Instagram can 
be increased through Electrоnic wоrd оf mоuth. Online trust has a positive effect on 
purchase intention. The positive effect shows that purchase intention on Instagram can be 
increased through trust that has been firmly instilled on sellers in Instagram. 
 

RECOMMENDATIONS 
 

Based on the research findings, purchase intention can be improved through electrоnic 
wоrd оf mоuth and online trust. Sellers on Instagram can implement the managerial 
implications of this research. Sellers Instagram needs to develop things that have been 
achieved so far such as promotion strategy through electrоnic wоrd оf mоuth to increase 
online trust so that it will be increase purchase intention. For further research, it is 
recommended to do research on another product category such as accessories, electronics, 
culinary, or toys. Furthermore, it is also advisable to add and use other variables that affect 
purchase intention, such as perceived risk, electronic service quality, and marketing mix and 
so forth to get more comprehensive research findings. 
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ABSTRACT 
Objective of the study is to describe and analyze the process of implementing the Corporate 
Social Responsibility of Gresik Petrochemical and describe and analyze supporters and 
inhibitors in the implementation of Corporate Social Responsibility Program. Gresik 
Petrochemical. Data analysis method uses interactive model analysis with three procedures, 
namely data reduction, data presentation and conclusion / verification. The research findings 
generally show that the implementation of Corporate Social Responsibility programs has 
been carried out in an integrated manner that includes standard instruments and policy 
targets, resources, characteristics of implementing organizations, communication between 
organizations and implementing activities, dispositions or attitudes of executors, social, 
economic and political conditions. 
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Corporate Social Responsibility is an important activity for the company. Corporate 
Social Responsibility is an action or concept carried out by the company (according to the 
ability of the company) as a form of their responsibility towards the social / environment 
around where the company is located. In Indonesia, CSR is regulated by the Law of the 
Republic of Indonesia Number 40 of 2007 concerning Article 74 Limited Liability Companies 
Social and Environmental Responsibility. The content of the law is to require companies in 
the form of limited liability companies (PT) to carry out corporate social responsibility 
activities. 

Every company does not only aim to maximize profits. But in carrying out the survival 
of the company a social responsibility and an increase in social welfare are needed so that 
the company is not only a part of being responsible to its owner (Soraya, 2011). Society and 
the natural environment are the main sources of the most important production factors for the 
activities and existence of the company. Without society and the natural environment, the 
company will never exist and be able to develop. Companies can grow and develop because 
of the factors of production. That is why the Company has social responsibility or Corporate 
Social Responsibility for the existence of society and natural environment (Marlia and 
Hidayat, 2008). 

The basic principle in the Corporate Social Responsibility strategy of Gresik 
Petrochemical is sustainable development which adopts the triple bottom line concept which 
is elaborated through the application of 6 pillars of sustainable development. If combined with 
6 pillars of Corporate Social Responsibility according to Petro Chemistry, the mindset is 
expected by the company to always strive to concentrate on creating sustainable products 
and sustainable construction, energy and climate, resource conservation and social 
commitment. All Corporate Social Responsibility programs use the partnership method. 

The Corporate Social Responsibility program is useful in the long time where programs 
have a positive impact on the progress of society and the relationship between the 
community and the company for a long period of time, even if it is possible to create a 
psychological relationship for life. This program is managed by involving the community and 
promoting the independence of the community to take care of the sustainability of the 
program. The role taken by the company, in this case the division in charge of the Corporate 
Social Responsibility program, should act as a "companion" of the community, which bridges 
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communication between the company and the community and vice versa (Ruhliana, 2012). 
The practice of Corporate Social Responsibility is indeed inseparable from the term 
stakeholders, because the slices are large between influencing and being influenced related 
to the fulfillment of each other's needs. In simple terms the definition of stakeholders is 
groups that influence and / or are influenced by the organization as a result of activities 
(Rahmatullah and Kurniati, 2011). 

Healthy village program is a very unique program from the program. ....views the 
existence of the company which has a negative impact on local residents, especially those 
that are closest to the plant's operational location. Until now the impact of the existence of 
the Gresik Petrochemical is still felt by local residents, especially in terms of air pollution and 
health. A series of negative effects produced by the company converged on the fact of the 
importance of CSR programs in the health sector. To reduce citizen protests and minimize 
the negative impacts generated by surrounding communities, programs that have been 
implemented since 2010 will continue in line with the Sustainability concept that CSR must 
be adhered. 

The descriptions above can be concluded that implementation is the application of 
something that has been agreed upon in advance. So that the implementation will lead to the 
activity or mechanism of a system. From the word mechanism, it can be seen that 
implementation is not just an activity, but an activity that is planned and carried out seriously 
based on guidelines from certain norms to achieve the objectives of the activity. 
 

THEORETICAL FRAMEWORK AND HYPOTHESIS 
 

Conceptual Definition of Public Policy Implementation. Policy is seen as a process, 
which includes formulation, implementation and evaluation. A policy is formulated or 
formulated with a view to achieving certain goals. Islamy (2000) argues that: "there are state 
policies that are self-executing, but the most are non-self-executing, meaning that state 
policies need to be realized and implemented by various parties so that the effect appears. 

Anderson (1979) suggested that policy implementation can be seen in four aspects, 
there for "Who is involved in policy implementation, the nature of the administrative process, 
compliance with policy, and the effect of implementation on the impact of policy content". 
(Who implements policies, the nature of administrative processes, compliance with policies, 
and the effects of policy implementation and impact). 

Public policy actually has become a social reality since humans realize that they have 
the same life goals in addition to the variety of interests that exist. The basic definition of 
public policy is the realization of the desire of social scholars to solve social problems in the 
field (close the gap between knowledge and policy) (Parsons, 2005: 21). Therefore public 
policy is seen as a guideline or guide chosen by decision makers to control certain aspects of 
social problems (Finsterbuch and Motz, 1990). 

Van Meter and Van Horn (Winarno, 2008) define the implementation of public policy as 
actions in previous decisions. These actions include attempts to convert decisions into 
operational actions within a certain period of time or in order to continue efforts to achieve 
large and small changes determined by policy decisions carried out by public organizations 
directed to achieve set goals 

According to Van Meter and Van Horn (Subarsono, 2005), there are six variables that 
affect implementation performance, that is: 
1. Policy standards and targets. Policy standards and targets must be clear and measurable 

so that they can be realized; 
2. Resources. Policy implementation needs to support resources both human resources 

and non-human resources; 
3. Relationships between Organizations. In many programs, the implementation of a 

program needs support and coordination with other institutions; 
4. Characteristics of implementing agents. What is meant by the characteristics of 

implementing agents includes the structure of the bureaucracy, norms, and patterns of 
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relations that occur in the bureaucracy, all of which will affect the implementation of a 
program; 

5. Social, political and economic conditions. This variable includes environmental economic 
resources that can support the success of policy implementation; 

6. Disposition of the implementor. The implementor's disposition includes three important 
things, namely: the implementor's response to the policy, which will influence the way to 
implement the policy, and the intensity of the disposition of the implementor, namely the 
value preferences possessed by the implementor. 

 

 
 

Figure 1 – Policy Implementation According to Van Meter and Van Horn 
(Source: Van Meter dan Van Horn, Subarsono, 2005) 

 
Corporate Social Responsibility. CSR is the company's commitment in acting ethically 

and contributing to economic and social improvement to all its stakeholders and taking good 
care of the environment around the company in order to achieve sustainable development 
goals. Johnson (2006) in Hadi (2011) defines Corporate Social Responsibility is about how 
companies manage business processes and overall positive impact on society. This 
definition basically departs from the philosophy of how to manage a company, both partially 
and as a whole has a positive impact on the company and the environment. Therefore, 
companies must be able to manage their operations by producing products that are positively 
oriented towards society and the environment 

David Crowther (2008) states that outlining the principles of corporate social 
responsibility into three, namely: First, Sustainability related to how companies in activities 
(actions) still take into account the sustainability of resources in the future. Secondly, 
Accountability is an effort of an open company and is responsible for activities that have 
been carried out. Accountability can be used as a medium for companies to build an image 
(image) and network of stakeholders. Third, Transparency is an important principle for 
external parties whose role is to reduce information asymmetry, misunderstanding, especially 
information and accountability for various environmental impacts. 

Chakrabhoty (2010) concluded that Corporate Social Responsibility is about how 
companies manage business processes to get a positive overall impact on society. Thus the 
company considers the interests of the community by taking responsibility for the impact of 
their activities on customers, suppliers, employees, community and other stakeholders. In 
line with this understanding Tanaya (2004) states that the essence of Corporate Social 
Responsibility is a manifestation of giving back to the community or the surrounding 
community, which can be done to produce a business based on sincere intention to make 
the most positive contribution to the surrounding community (Stakeholders). 

Framework of Thinking and Hypothesis. Attention to the practice of social responsibility 
is important because it has coherence with sustainable development and teaches to behave 
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in a balanced, harmonious and harmonious manner, so that exploitation that leads to threats 
of environmental damage can be avoided. David Crowther (2008) outlines the principles of 
corporate social responsibility into three, namely: First, Sustainability related to how 
companies conduct activities (action) still takes into account the sustainability of resources in 
the future. Secondly, Accountability is an effort of an open company and is responsible for 
the activities that have been carried out. Accountability can be used as a medium for 
companies to build an image (image) and network of stakeholders. Third, Transparency is an 
important principle for external parties whose role is to reduce information asymmetry, 
misunderstanding, especially information and accountability for various environmental 
impacts. 

The company is not only responsible for the shareholders, but is shifting into a wider 
range, namely reaching the social realm, hereinafter referred to as CSR. Such a 
phenomenon occurs because of demands from the community due to negative externalities 
that arise as well as social inequalities that occur. Companies should pay attention to 
stakeholders and the social and community environment because they are parties that 
influence and are influenced both directly and indirectly on the activities and policies taken 
and carried out by the company. If the company does not pay attention to the stakeholders 
and the social and community environment, it is not impossible to reap protests and make 
the corporate image become negative. 

Based on these theoretical assumptions, Gresik Petrochemical cannot escape its 
surrounding social environment. The negative image will be formed if Gresik Petrochemical 
does not pay attention to its stakeholders. After carrying out all the Public Relations 
management processes for CSR program activities, feedback will occur from the public 
concerned with the CSR program implemented. The feedback given by the public will shape 
the corporate image (corporate image) of Gresik Petrochemical. Positive images of the 
community can be felt, and help in sustainable development. Finally, Corporate Social 
Responsibility activities at Gresik Petrochemical can be managed professionally and 
transparently so that CSR as one of the implementation of good corporate governance can 
be realized soon. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 2 – Framework of Thinking 

 
Based on the combination and elaboration of variables that influence implementation 

performance, namely policy standards and targets, resources, inter-organizational 
communication and strengthening activities, characteristics of implementing agencies, social, 
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economic and political conditions, implementers' dispositions and implementation 
performance are expected to increase implementation of Corporate Social Responsibility 
programs. 

Hypotheses. Based on the framework, the hypothesis is as follows: 
The implementation of Corporate Social Responsibility will be useful if the mechanism 

is integrated, which includes policy standards and targets, resources, inter-organizational 
communication and strengthening activities, characteristics of implementing agencies, social, 
economic and political conditions, implementation of implementers and implementation 
performance harmonized with objectives and company mission in implementing Corporate 
Governance. 

Subject of the Study. The subject of this study is the location included in the ring I 
company for the implementation of CSR. 

Respondents are the Human Resources Section of Gresik Petrochemical, part of the 
implementation of Gresik Petrochemical CSR, Community Leader, Village Head, 
Chairperson of RW / RT. Data collection techniques used in this study were through 
interviews, observation, and documentation. 

The object of research is a Corporate Social Responsibility program which covers 
aspects of Standard and policy objectives, Resources, Inter-organizational Communication 
and strengthening activities, Characteristics of implementing agents, Social, economic and 
political conditions, Disposition of implementers and Performance of implementation. These 
objects become research variables and analyzed using interactive model analysis with three 
procedures, namely data reduction, data presentation and conclusion / verification. 
 

METHODS OF RESEARCH 
 

This study applies a qualitative method that is descriptive qualitative by explaining that 
a policy is said to be successful if the policy implemented has the desired impact. In this 
study qualitative methods were used to explain the Implementation of the Corporate Social 
Responsibility Program. This method is used to explain the purpose and objectives of the 
study where some of the questions that arise as well as the data obtained, such as the policy 
implementation process, factors that influence the implementation of the Corporate Social 
Responsibility Program Gresik Petrochemical. 

The unit of analysis is the Standard and target of policies, Resources, Inter-
organizational Communication and strengthening activities, Characteristics of implementing 
agents, Social, economic and political conditions, Disposition of implementers and 
Implementation performance. Data analysis method uses data analysis that has been 
developed by Miles and Huberman (in Emzir, 2010), using ineractive model analysis with 
three procedures, namely data reduction by simplifying data from various sources and 
various methods to determine themes and organize data according to focus. research 
covering policy standards and objectives, resources, inter-organizational communication and 
strengthening activities, characteristics of implementing agents, social, economic and 
political conditions, implementor's disposition and implementation performance. Submission 
of data is done by using tables and images related to the Implementation of the Corporate 
Social Responsibility Program. Drawing conclusions / verification by means of any 
conclusions will always continue to be verified during the research that involves the 
interpretation of the researcher. 
 

RESULTS AND DISCUSSION 
 

The performance of policy implementation can be measured by its success from the 
size and realistic policy objectives with socio-culture at the level of policy implementers. 
Therefore it is necessary to carry out standardization and policy objectives. An understanding 
of the general intentions of a standard and policy objectives is important. Successful policy 
implementation may fail when the implementers are not fully aware of the standards and 
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policy objectives. Policy standards and objectives have a close relationship with the 
disposition of implementers (implementors). 

Based on the results of the study it was found that both the company and the 
community had synchronization between the answers of the company and the community. It 
meant that the company prepared a program and the community felt the benefits of the 
program implemented in the kelurahan so that it could be stated that the standard 
implementation of policy objectives. 

The success of policy implementation depends on the ability to utilize available 
resources. The most important resource in determining the success of a policy 
implementation is human resources and financial resources. Every stage of implementation 
requires the existence of quality human resources in accordance with the work that is implied 
by politically determined policies and how incentives for their employees. 

Based on the results of the study it was found that the ability of the implementing staff 
in the field that had been provided with the skills and experience possessed by CSR program 
activities could be carried out well and run smoothly in accordance with the opinion conveyed 
by the informant that the training program held by the company was very necessary to 
increase community skills. 

The characteristics of implementing organizations that are of concern include formal 
organizations and informal organizations which will be involved in implementing the policy. 
This is important because the performance of policy implementation will be greatly influenced 
by the right characteristics and match with the implementing agents. This is related to the 
context of the policy that will be implemented in several policies that are demanded by 
implementing strict policies and discipline as well as being needed by democratic and 
persuasive implementing agents. 

The results of the study showed that the officers had carried out their duties well 
because they had the characteristics of the implementing organization in the form of clear 
and easily understood SOPs so that each officer was able to understand what was the 
responsibility of his work. 

Public policy can be implemented effectively. Required standards of goals must be 
understood by individuals (implementors). Who is responsible for achieving policy standards 
and objectives, therefore standards and objectives must be communicated to the 
implementers. Communication within the framework of delivering information to policy 
implementers about what is the standard and objectives must be consistent and uniform from 
various sources of information. If there is no clarity and consistency and uniformity towards a 
standard and policy objectives, then the standard and policy objectives are difficult to 
achieve. 

The executor has carried out the task well because it has communication between 
related organizations and implementation activities. Officers have communicated well with 
fellow bureaus / departments and especially with recipients of CSR programs, while for the 
community it can also be felt the ease of receiving programs implemented in their area. 

The attitude of acceptance or rejection of policy implementing agents greatly influences 
the success or failure of public policy implementation. This is because the policy 
implemented is not the result of the formulation of local residents who know the problems 
and problems that they feel. But public policy is usually top down which is very likely that 
decision makers do not know that they cannot even touch the needs, desires or problems 
that must be resolved. 

The executor or officer has carried out the task well because he understands and 
knows the disposition or attitude of the implementers. Officers have worked professionally so 
that they can carry out their duties properly. Whereas for the community it can be felt with the 
benefit of the implementation of the program implemented in the region 

The performance of policy implementation can be seen by emphasizing the extent to 
which the external environment contributes to the success of public policy. The social, 
economic and political environment that is not conducive can be a source of problems from 
the failure of policy implementation performance. Then it is necessary to implement policies 
that require external environmental conditions. Officers have carried out their duties well 



RJOAS, 1(85), January 2019 

503 

because the social, economic and political environment in the village of mud is quite safe and 
smooth. Executing tasks in the field can work professionally because the work environment 
is conducive, safe, clean and smooth 

In general, Gresik Petrochemical divides the dimensions of CSR activities in two fields, 
namely social development consisting of community involvement and economic 
development, and evironment. Community involution is a CSR activity that aims to provide 
facilities and infrastructure and to conduct partnership and community development activities. 
Facilities and facilities provided include spiritual facilities, education, economics, sports and 
health. Whereas for partnership and community development activities consists of five fields, 
namely: (a) education and training assistance (b) health improvement assistance (c) 
assistance in developing public infrastructure and facilities (d) assistance for religious 
facilities (e) natural pelesterian assistance (f ) community social assistance in the context of 
poverty alleviation 

Gresik Petrochemical, among others, HR from companies that carry out in the field 
from PT. Gresik Petrochemicals that have been trained and experienced in handling CSR 
activities, Executors in the field already have an SOP for the implementation of CSR 
activities so that all program implementation activities will run according to the existing 
corridors. There is already a social position coordinator in the mud village which is formed by 
the company and the village government so that it will facilitate and facilitate coordination in 
the implementation of CSR program implementation activities. 

Gresik Petrochemicals, among others, the problem of disruption of coordination 
between companies and community actors / community leaders in the field often occurs so 
that the program implemented becomes delayed or even canceled. The implementation of 
checks from the company about the feasibility of the program carried out is often 
misunderstood by some people that the company does not want to help the area, this can 
become protracted when there is no agreement between the company and the recipient of 
the program which results in disruption of the program. There is a hidden conflict between 
the village head and LKMK, causing delays in coordination in implementing CSR programs. 
 

DISCUSSION OF RESULTS 
 

Implementation of Corporate Social Responsibility Program Gresik Petrochemicals can 
be fully implemented as mandated in the company's vision and mission. Implementation of 
Corporate Social Responsibility Program Gresik Petrochemicals based on the aspects 
contained in it has been effective and optimal and according to the expected target. 

Based on the Standard Aspects and Policy Objectives, the implementation of Gresik 
Petrochemicals is carried out in accordance with SOPs and based on 6 pillars of sustainable 
development. If combined with 6 pillars of Corporate Social Responsibility according to 
Gresik Petrochemicals, the mindset is expected by the company to always strive to 
concentrate on creating sustainable products and sustainable construction, energy and 
climate (climate), resource conservation (resource conservation), and social commitment. All 
Corporate Social Responsibility programs use the partnership method. 

Gresik Petrochemicals covers both quality and quantity. The composition of employees 
who are in the company is sufficient to fulfill the requirements, meaning that company 
employees have undergone education and training that is routinely carried out in this 
company as a refresher, the average employee has 10-20 years work experience so that he 
has experience in carrying out his duties The Department of Education and Training 
continues to provide training by working with other departments such as the Public Relations 
Bureau, HR Bureau, Partnership and Community Development Bureau, K3 Bureau and 
Personnel Bureau. 

Based on the characteristics of the Implementing Organization, Gresik Petrochemicals 
Partnership and Community Development Bureau has carried out its duties well, all staff 
have the same implementation standards in accordance with applicable regulations in the 
company. According to Van Meter and Van Horn (1975), the variables that influence the 
implementation of public policy are bureaucratic structures. Even though the sources for 
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implementing a policy are available or policy implementers know what should be done and 
have the desire to implement a policy, it is likely that the policy cannot be implemented or 
realized because of weaknesses in the bureaucratic structure. 

Bureaucratic structure is a characteristic, norms and patterns of relationships that occur 
repeatedly in executive bodies that have both potential and real relationships with what they 
have in carrying out policies. Complex policies require the cooperation of many people. 
Elements that might influence an organization in policy implementation include the level of 
hierarchical supervision of sub unit decisions and processes in the implementing agency. 

Based on the Communication Aspect that communication is carried out in the policies 
of Gresik Petrochemicals is carried out through two phases, namely internal communication 
carried out through delegation between implementers and all staff understanding the 
Program through policies that have been made in writing. External communication with the 
community, carried out by means of program socialization carried out by company officers to 
the community, as well as increasing cooperation with government agencies. According to 
Van Meter and Van Horn (1975) consistency of the information conveyed is needed in order 
to avoid confusion between the parties involved in its implementation. Likewise with the 
implementation of. Corporate Social Responsibility Program policies. Gresik Petrochemicals 
is highly demanded for consistency of information but if there is a change because it sees the 
condition of the community, information that circulates in the community automatically also 
changes 

Petrochemical Gresik with policy makers in the Company, the findings of the research 
results show a positive attitude and support for the implementation of Gresik Petrochemicals, 
in terms of human resource capacity, the implementers of this policy have a willingness to 
accept the policies of Gresik Petrochemicals and readiness of carrying out tasks in 
accordance with the Letter of Assignments and procedures that have been available. 

The Head of the Partnership Bureau can carry out the tasks well according to the 
existing SOPs in accordance with Ministerial Regulation Number PER-09 / MBU / 07/2015. In 
addition, all the Partnership and Community Development bureau staff have the ability and 
willingness to implement a policy, knowledge, understanding and deepening of policy. Such 
as providing an explanation of how the community submits an activity proposal or proposal to 
the target community 

One of the factors that influence the effectiveness of policy implementation is the 
attitude of the implementor. If the implementor agrees with the contents of the policy then 
they will carry out happily but if their views differ from those of the policy maker then the 
implementation process will experience many problems. In addition, support from 
implementing officials is needed to achieve the program objectives. The manifestation of this 
leadership support includes placing policies as program priorities and providing sufficient 
funds to provide incentives for program implementers so that they support and work in total 
in implementing policies / programs. 

Disposition is an aspect related to the attitude and support of the implementers of the 
program or policy. Attitudes and support are very important in the implementation process, 
because similarity of views on what is done together will facilitate the achievement of goals. If 
the implementers or implementors of the policy are divided in terms of attitudes and support, 
what will be achieved from a policy will not be achieved effectively and efficiently, because it 
will face many obstacles and obstacles from the implementing officers of the policy itself, 
where the implementation of programs or policies sometimes problematic if the executor 
involved in it cannot run the program or policy properly. If the implementer has a good 
disposition, then he will implement the program or policy well as cooled by policy makers, 
whereas if the implementer has a different attitude from the policy maker, then the 
implementation process of a program or policy will also not be effective and efficient 

The attitude of the policy implementers with policy makers, the findings of the research 
shows a positive attitude and supports the implementation of the procedures for monitoring 
and controlling the mangrove area, in terms of the human resource capacity the 
implementers of this policy have the willingness to accept the policy and readiness to carry 
out tasks in accordance with the Letter of Assignment and available procedures. Based on 
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the theory of Van Meter and Van Horn (1975) the appointment and selection of program 
implementing personnel must be the right people and have dedication to the tasks carried 
out. So that the implementation of a program can run effectively. 

Based on the aspects of the Social, Economic and Political Environment, the K3 
bureau understands that the environmental conditions in the location are quite safe and 
conducive. This means that all activities that take place in the area are running normally 
there are no significant turmoil / obstacles that occur between fellow elements of society 

Based on the aspects of Performance Implementation, Corporate Social Responsibility 
Program Gresik Petrochemicals covers both physical and non-physical activities consisting 
of education and training such as scholarships, educational facilities and infrastructure 
assistance. In the field of health improvement carried out with free general treatment, mass 
circumcision, Fogging of dengue fever mosquitoes. Infrastructure infrastructure and facilities 
are carried out with village development. The economic sector provides investment 
assistance. The Field of Environmental Program is carried out with a greening program, 
cleaning program, emergency preparedness program. 
 

CONCLUSION 
 

Based on observations and interviews, it is known that the implementation of Corporate 
Social Responsibility programs as a whole, both standard instruments and policy objectives, 
resources, characteristics of implementing organizations, communication between 
organizations and implementing activities, dispositions or attitudes of implementers and 
social, economic / political environments can work well. This is also supported by the role of 
officers who carry out their duties properly and correctly according to the SOP 

Supporting factors in the implementation of Corporate Social Responsibility programs 
are the formation of associations formed in the area of mud and the division of tasks for each 
coordinator that has been formed shows that the community is aware of the importance of 
communication between organizations. The standard policy for implementing CSR is a 
standard and policy targets show that the SOP for implementing CSR programs for State-
Owned Enterprises is the same so all implementation of the program must refer to these 
rules, implementation of the program will be successful if the field implementers carry out 
standard operating procedures without prejudice local content in the community. Human 
resources are supporting factors that play a very important role in the implementation of this 
CSR program. The Public Relations Bureau and CSR Bureau must synergize in deciding and 
correcting the implementation of CSR programs. apart from that because it has sufficient 
education and training for officers in each department that has been programmed regularly. 
In communication between related organizations and implementation activities are well 
coordinated, so communication between superiors and subordinates can run well according 
to the SOP. On the social, economic / political aspects of the environment can work well. A 
polite culture in implementing the program is an added value for the success of the program. 

Inhibiting factors in the implementation of CSR programs, is that there are still people 
who do not understand about the CSR program implemented. The delay in information on 
the implementation of CSR programs is due to lack of coordination between organizations. 
There are indications of covert competition that occurs between the Village Head and the 
Chair of the LKMK. 
 

RECOMMENDATIONS 
 

By considering the results of the research that has been concluded above and looking 
at several factors that support and hinder the implementation of the policy itself, the author 
formulates several recommendations and suggestions, among others, to the company Gresik 
Petrochemicals is recommended to: Continue to implement CSR programs in a sustainable 
manner by paying attention to the interests of the community. CSR activities / programs 
should not be just social activities but rather become sustainable activities and empower the 
community by carrying out training activities or fostered partners. 
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Theoretically for future research needs to be explored more deeply about 
"Implementation of Corporate Social Responsibility Programs". The findings obtained in this 
study can be input and consideration for developing the following research so that the 
development of science, especially the science of public policy, grows in accordance with the 
development of time and age. 
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ABSTRACT 
Integrated crop and livestock system is an alternative to increase animal and crop production 
simultaneously and improve land quality through efficient use of natural resources. One 
application of crop-livestock integration is organic agriculture. Organic agriculture provides an 
alternative integration of livestock and plants in realizing sustainable agriculture and zero 
waste. However, farmers find it is not easy to implement organic agriculture due to several 
barriers to the adoption of this technology both in terms of external and internal factors of 
farmers. The aim of this study was to investigate the barriers that occur in organic farmers in 
Surakarta, Central Java, Indonesia. This study selected 130 farmers as the sample for this 
research by using convenience sampling method. The study found that based on factor 
analysis the main barriers to the implementation of organic agriculture among farmers were: 
production, natural resources, attitude and knowledge, infrastructure, organizational and 
market barriers. 
 
KEY WORDS 
Barriers, paddy-cattle integration, organic agriculture, farming. 
 

Agricultural sector mainly consists of crop and livestock in an integrated and 
complementary system. Crop-livestock integrated systems are an integrated system between 
plants and livestock that has the purpose of utilizing waste from one another. For example, 
livestock waste can be used as a nutrient source for plants, while agricultural waste can be 
used as a source of feed for livestock (Hilimere, 2011). Crop-livestock integration system is a 
system that practically aims to achieve adequate profits with a sustainable level of production 
and minimize negative impacts from environmental damage due to chemical usage. 
According to Gupta et al. (2012), in terms of nature conservation, crop-livestock integration 
produces several advantages such as increasing soil fertility, increasing crop production, 
recycling nutrients, improving land use and improving environmental sustainability. 

Thawaf et al. (2017) confirmed that integration of Pasundan cattle and paddy farming in 
West Java produces the optimum family revenue per year, with ratio of 6.02 AU and 0.5 
hectare (ha) of paddy farming. Efforts to integrate livestock and rice plants according to 
Syamsu (2013) will produce a positive influence both socially and economically. For 
example, integration between cattle and rice will produce economic benefits and optimize the 
use of natural resources. Syamsu (2007) emphasizes that to realize this integration model, 
farmers' knowledge and skills are needed, at least farmers must be able to process fertilizer 
and apply the technology of processing rice straw as animal feed. Thus, integration of cattle 
and rice is expected to be one of the best ways to realize sustainable agriculture by taking 
into account environmental, social and economic aspects. Integrated Farming System 
whether plantation crops or feed crops, is a potential alternative which can solve the problem 
of plantation business, feed crops and even livestock problems (Rundengan et al., 2013; 
Boonyanuwat and Wongsri, 2016),. Munandar et al (2011) concluded that the integrated 
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crop-livestock farming yielded some benefit to mitigate the impact of climatic change through 
supplementation of concentrate feed, bio digester installation and cattle dung composting 
had a role in lowering methane emissions from livestock activities. 

According to CEC (2012), the implementation of livestock crop integrated systems for 
sustainable agriculture is organic agriculture. This system will have a contribution to food 
security, product diversification, and environmental conservation in the context of rural 
development. Organic agriculture will provide alternatives to the sustainability of conventional 
agricultural production (Mader et al., 2002). However, some experiences around the world 
regarding transition from conventional agriculture to organic agriculture must consider 
several barriers such as changes in management of agricultural cultivation, aspects of 
knowledge and acceptance of farmers (Hilimere, 2011). 

Jahroh (2010) proposed three approaches to develop organic agriculture as follows: (1) 
development approach for self-reliance community approach, (2) income generating 
approach, and (3) nature conservation approach. First, subsistence/self-reliant community 
approach proposes the development of organic agriculture based on own production and 
community consumption that will create community with subsistence or self-reliance. 
Second, income generating approach emphasizes the development of organic agriculture 
based on its profitability with premium prices and niche markets. Despite a philosophy that 
organic agriculture lives in harmony with nature by avoiding the use of chemo-synthetic input, 
organic product consumers come from the middle and upper classes who are willing to pay a 
relatively higher price. Third, nature conservation approach emphasizes the importance of 
organic agriculture in preserving nature, including living things and the environment. Some 
organizations, mostly NGOs, with strong ideals about nature conservation have convinced 
both farmers to practice organic agriculture and consumers to consume organic products. 

Kauffman, et al. (2011) stated that the adoption of organic agriculture is a choice that is 
not easy for farmers. Farmers will be faced with several barriers both from the internal and 
external of farmers. These barriers can be technical, economic, social, cultural (Herman et 
al., 2018). Koesling et al. (2008) also highlighted several issues related to the increasingly 
comprehensive technical and economic feasibility issues; this can overcome the main 
barriers for conventional farmers to turn into organic farmers. Padel et al. (2017) argued that 
transition from conventional agriculture to organic farming can be influenced by several 
factors including farmers' perceptions of the market, technical expertise, capital information, 
organic product certification and social barriers. Ullah et al. (2015) identified that several 
things, namely natural resources, market demand and government policies are some of the 
main things in the decision to convert from conventional systems to organic systems. 
Schneeberger et al. (2003) found that farmers were reluctant to adopt organic farming 
because of cultivation technique problems in the form of weed, disease and insect control as 
well as labor. In developing countries, product certification is also another challenge faced 
when converting into organic farmers. However, according to Reynolds (2004), some barriers 
and expensive certification of organic products will motivate farmers to improve the quality of 
organic products so as to increase the price of premiums to be marketed by large 
companies. 

This study aimed to investigate the barriers to the adoption of organic agriculture as an 
implementation of paddy-cattle integration in Surakarta. By identifying these factors, it is 
expected to increase the knowledge and perceptions of farmers about organic farming. 
When these factors have been identified, then the results of this study can be used by 
government or other organizations to solve problems of organic agriculture and improve the 
adoption of this system. 
 

METHODS OF RESEARCH 
 

This was a survey research using a structured questionnaire instrument as a tool for 
data collection. The respondent was determined by using purposive sampling with criteria the 
farmer who has cattle and land of paddy cultivation. The respondent in this study were 
farmers who were members of farmer groups in Greater Solo such as in Karanganyar, 
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Boyolali, Sragen and Sukoharjo with totally 130 respondents. To determine the validity of the 
instrument, as shown in Table 3, the factor analysis results from six factors (production, 
natural resources, attitude and knowledge, infrastructure, organizational and market barriers) 
suggested a satisfying validity test (with factors loading >0.7). Cronbach ‘s alpha was 
calculated to measure the reliability instrument and the result was 0.88 indicating that the 
instrument has achieved reliability point. The questionnaire included two parts: the first part 
consisted of 20 item questions to rank barriers to organic agriculture and the second part 
consisted of questions about individual characteristics. The respondents were asked about 
the level of importance to determine the ranking of problems using six-point Likert scale, 
ranging from "not important" (1) to "very important" (6). 
 

RESULTS AND DISCUSSION 
 

Demographic characteristics. The results of the study showed that most of the 
respondents were men who had an average age of 48 years. The educational levels of the 
respondents were Junior high school (52%), followed by elementary school (30%). Mostly 
these farmers had more than 15 years of farming experiences. In terms of income, their 
average income was around IDR 1,250,000 per month and most of them had medium 
income IDR 1,000,000 and 1,500,000. In average, they had three family members. 

Ranking of barriers to organic agriculture. The result of barrier ranking is presented in 
Table 1. It can be seen from the Table 1 that the two most important barriers to the 
implementation of organic agriculture are lack of access to the right market to sell organic 
products and unwillingness of people to pay more for organic rice. The next barrier is 
farmers’ lack of knowledge and education to implement organic agriculture. Other barriers in 
accordance with the number of ranking can be seen in Table 1. 
 

Table 1 – Ranking of barriers to organic agriculture 
 

Rank Description Mean 

1 There is lack of access to the right market to sell organic product 4.76 

2 People do not want to pay more for organic rice 4.74 

3 I do not know how to cultivate. 4.28 

4 I do not have enough knowledge and education about organic paddy 4.23 

5 The ownership of cattle as fertilizer producers is still limited 3.95 

6 There is lack of access to warehouse to store these products 3.82 

7 Organic paddy cultivation requires a lot of labor force 3.73 

8 There is lack of access to required input 3.67 

9 There is lack of organizations that certifies organic rice 3.63 

10 There is lack of capital access for organic paddy production 3.64 

11 There is lack of road access to land cultivation 3.53 

12 I have no interest and desire to cultivate this type of product. 3.42 

13 I do not have enough time for organic cultivation 3.16 

14 There are not enough suppliers of natural enemies of insect 3.08 

15 The government does not support organic paddy 2.68 

16 Existing natural resources are not suitable and chemicals are needed 2.62 

17 There is lack of government subsidies 2.48 

18 The climate conditions are unsuitable for organic paddy. 2.07 

19 Brokers and buyers have important role in the price determination 2.03 

20 There is lack of access to transportation 1.98 

 
Data Accuracy Analysis. This study used Cronbach's Alpha to determine the reliability 

value of the instrument. Nunnaly (1978) gave a provision that Cronbach's Alpha score of 0.70 
or higher shows acceptable reliability values. The reliability test results on the instrument 
showed that the value of Cronbach's Alpha was higher than 0.80. As shown in Table 2, the 
values of reliability achieved for each of the variables: 0.87 for production barriers, 0.812 for 
natural resources barriers, 0.804 for attitude and knowledge barriers, 0.88 for infrastructure 
barriers, 0.833 for organizational barriers and 0.84 for market barriers. 

Based on the factor analysis using the Varimax Rotation Method, the research 
variables were categorized into 6 factors (Table 2). These variables were extracted into 6 
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groups, including production barriers, natural and resources barriers, attitude and knowledge 
barriers, infrastructure barriers, organizational barriers and market barriers. 
 

Table 2 – Number of factors extracted 
 

Factors Eigen values % of variance % Cumulative variance 

Market barriers 4,573 16,181 16,141 
Production barriers 2,978 13,251 29,352 
Natural resources barriers 1,711 11,223 40,566 
Attitude and knowledge 1,456 11,211 51,657 
Infrastructure barriers 1,171 8,288 59,936 
Organizational barriers 1,137 7,721 67,672 

 
As shown in Table 2, the six factors above explain about 67.67% of the total % 

variance. This shows that 32% of the total variance was explained by other variables not 
included in this study. The results of factor analysis can be seen in Table 3. 
 

Table 3 – Result of Factor Analysis 
 

Factors Variable 
Loading 
factor 

Chronbach’s 
alpha 

Market barriers 

Consumers do not want to pay more for organic rice 0.86 

0.840 Middleman have important role in the price determination 0.73 

There is lack of access to the right market to sell this product. 0.76 

Production barriers 

There is lack of capital access for organic paddy production 0.82 

0.87 
Organic cultivation requires a lot of labor force 0.73 

There is lack of access to the input required 0.88 

There are not enough suppliers of natural enemies of insect 0.78 

Natural resources barriers 

The climate conditions are unsuitable for organic paddy 0.85 

0.812 
The existing natural resources are not sufficient and 
chemicals are mandatory 

0.76 

The ownership of cattle as fertilizer producers is still limited 0.78 

Attitude and knowledge 
barriers 

I have no interest to cultivate this type of products. 0.78 

0.804 

I do not have enough skill and knowledge to perform organic 
agriculture 

0.83 

I do not know organic cultivation technique 0.79 

I do not have enough time for organic cultivation 0.82 

Infrastructure barriers 

There is lack of access to transportation 0.86 

0.880 There is lack of road access to land cultivation  

there is lack of access to warehouse to store these products 0.87 

Organizational barriers 

There is lack of organizations that certify organic products. 0.86 

0.833 
There is lack of support from government to organic 
agriculture 

0.72 

There is lack of government subsidies 0.71 

 
Jahroh (2010) stated that the implementation of organic agriculture as a new 

technology will face some barriers. According to Darnhofer et al. (2005), these barriers can 
be in the form of market, organizational, cultural, social and technical barriers. Therefore, this 
study aimed to identify some barriers and investigate their impacts on the adoption of organic 
agriculture. The results regarding barrier ranking suggested that access to organic rice 
market is one of the major barriers because without access to the market it is not possible to 
cultivate. The result also showed that there are still many people who do not want to pay 
more for organic rice, unless the organic products have organic certification from institutions 
officially appointed by the government. 

The results of the factor analysis indicated that the barriers in implementing organic 
farming can be categorized into 6 factors consisting of production, natural resources, attitude 
and knowledge of farmers, infrastructure, organizations and market barriers. These six 
factors can explain 67.67% of all the barriers (Table 2). From the perspective of farmers, the 
major barrier is market barrier. This shows that farmers feel they do not have market access 
to sell organic products. This is consistent with the opinion of Darnhofer et al (2005) that 
consumers do not want to pay more for organic products than non-organic products. As a 
result, farmers are reluctant to convert from conventional cultivation to organic cultivation. 
The second barriers are production barriers, as one important factor for the adoption of 
organic agriculture in term of input access such as labor, natural capital such as cattle 
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ownership (Syamsu et al., 2013) and the unavailability of organic enemies of insect that 
should be used in organic agriculture methods. Schneeberger et al. (2002) added that 
technical barriers and unavailability of production inputs such as seeds, organic insecticides 
and labor can create constraints on the application of organic agriculture. 

The third factor, natural resources barriers such as limited ownership of cattle, 
unsuitability of climate conditions, insufficient natural resources making chemicals use 
mandatory, are also a part of the major barriers that prevent farmers from converting to 
organic agriculture. The fourth factor is attitude and knowledge barriers. According to the 
perspective of farmers, they do not have the interest to switch to organic farming because 
they lack of knowledge and technical skills needed to carry out organic cultivation. In 
addition, there is lack of awareness of the benefits to be gained from applying organic 
farming such as land and environmental conservation as well as food security. The fifth 
factor is infrastructure barriers. Lack of transportation to transport fertilizer to the land and to 
transport agricultural products to warehouses are the barriers to be considered. In addition, 
road access to organic farming land is also an important barrier. Another barrier felt by 
farmers is lack of government support in the application of organic farming. The government 
must improve the certification of organic products, so that farmers can more easily obtain 
certification for their products as official organic products. The government must also provide 
support for organic farmers in terms of subsidies and soft loans for the application of organic 
cultivation. Thus, these will increase farmers' awareness to switch from conventional 
agriculture to organic farming. 
 

CONCLUSION 
 

Based on the above discussion, there are some conclusions that can be drawn so that 
organic farming can be realized. First, the market for organic products should be developed 
through supply chain management which has marketing channels from producers to end 
users. Second, some inputs needed by farmers must be available and easily obtained. Third, 
the government must provide motivation to farmers to switch to organic farming with 
organizational support such as establishing an organization that certifies organic products 
and provides financial assistance such as loans and subsidies to farmers. In addition, 
farmers need assistance and guidance in the application of organic farming so as to increase 
their confidence that organic farming will bring benefits. 
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ABSTRACT 
Proactive work behavior has become a necessity for many modern, dynamic and global 
companies, in which employees are required to exhibit proactive work behavior in order to 
successfully achieve both individual and organizational outcomes. A person’s behavior is not 
only influenced by the nature inherent in him or her, but a person’s traits interact with his or 
her environmental situation. Emphasizing negative contextual factors, this study measured 
the effects of job stressors (time pressure and situational constraints) on the proactive work 
behavior through psychological empowerment as a mediator. The samples used were 140 
salespeople in various business sectors. The sampling technique used was accidental 
sampling technique and the data collection tool was in the form of a questionnaire using a 
proactive work behavior scale (α = 0,916); time pressure (α = 0,845); situational constraints 
(α = 0,881); psychological empowerment (α = 0,898). The data analysis used was partial 
least square by means of SmartPLS 3.0 program. The findings indicated that the job stressor 
of time pressure had a positive effect on the proactive work behavior, while the job stressor 
of situational constraints had a negative effect on the proactive work behavior. Related to the 
mediating role, the psychological empowerment did not have a mediating role in the 
relationship between those two job stressors and the proactive work behavior. 
 
KEY WORDS 
Proactive work behavior, psychological empowerment, situational constrains, time pressure. 
 

Many companies require their employees to take active and proactive steps by 
identifying future opportunities to achieve stable long-term goals in an unpredictable 
environment (Crant, 2000). The impact of proactive work behavior is very beneficial for both 
employees and companies. The proactive work behavior is the most important determinant 
of the success and improvement of company effectiveness (Crant, 2000; Griffin, Neal & 
Parker, 2007). Proactive work behavior is takes the initiative to improve the current situation 
or create new things involving the status quo, rather than just passively accepting the current 
conditions (Carnt, 2000). Changes and demands to be proactive can cause an increase in 
employee work stress (Sonnentag & Spychala, 2012). 

Previous studies showed a negative relationship between job stressors and employee 
performance, meaning that an increase in the job stressors is associated with a direct or 
indirect decrease in the employee performance (Jex, 1998). Workload and time pressure 
affected the employee performance through poor health conditions (Jex, 1998). In addition, 
the situational constraints were consistently associated with poor job performance (Ellis, 
2012). The relationship between the job stressors and employee performance still seems 
weak and inconsistent (Jex, 1998). 

Recently, some empirical studies have proven that the job stressors do not always 
have a damaging and bad impact on one’s work results or behavior. In their study, Fay and 
Sonnentag (2002) found that the job stressors were positively associated to taking personal 
initiative. Fritz and Sonnentag (2009) showed that the job stressors and positive affections 
predicted the proactive work behavior on the same day and the following day. Sonnentag 
and Spychala (2012) actually found different results that the situational constraints were not 
related to the proactive work behavior and had a negative relationship with role breadth self-
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efficacy while the job control and time pressure were positively related to the proactive work 
behavior through the role breadth self-efficacy. 

The inconsistency of the results of the previous studies is important to reexamine the 
relationship between the job stressors and proactive work behavior. This study focused on 
two job stressors, namely the time pressure and situational constraints on the proactive work 
behavior. Both job stressors have been proven to have the strongest effects in the work 
settings and are often associated with a decrease in the employee health and well being 
(Jex, 1998; De Lange, et al., 2003, in Fritz & Sonnentag, 2009). However, the employees 
must continue to strive to achieve the work targets that have been set because it will affect 
their performance achievements and overall company effectiveness. One strategy to achieve 
these goals is that the employees must demonstrate the proactive work behavior (Fritz & 
Sonnentag, 2009). 

This study used the psychological empowerment as a mediator variable. The 
psychological empowerment is intrinsic motivation that reflects one's orientation and how 
individuals who have confidence in their ability to accomplish their role in a positive way 
(Spreitzer, 1995). Psychologically, the employees who feel the meaningfulness of their work 
will show more sense of responsibility for their work so that they can provide positive work 
results for themselves, work units and companies (Luth, 2012). Active employees definitely 
want to create their work role and increase their motivation so that it results in higher 
proactive work behavior (Searle, 2011). Organ (1988, in Tastan & Serinkan, 2013) also 
suggests that for the employees, the most likely way to complete their obligations is by 
showing the proactive work behavior. 
 

LITERATURE REVIEW 
 

Griffin, Neal and Parker (2007) classifies individual task behavior, team member 
behavior and organizational member behavior into proficiency, adaptivity and proactivity. The 
proactive work behavior is the extent to which the individual takes action independently to 
anticipate or initiate changes in work systems or work roles (Griffin, et al., 2007). There are 
three dimensions to identify the proactive work behavior, first, the proactive as individual task 
(directed towards an individual’s work, such as improving one's work procedures), second, 
proactive as team member (directed to help the team and other team members, such as 
improving the way the team works) and third, proactive as an organizational member 
(directed towards broader system changes or organizational practices such as improving the 
systems for knowledge management in the organizations). 

Job stressors can be defined as the pressure experienced by individuals as a result of 
external factors such as the characteristics of work such as the demands of their work and 
constraints of other organizations (Kahn et al., 1964, in Essiam, Mensah, Kudu & Gyamfi, 
2015). Semmer (1984) measures the job stressors that only focus on a single aspect but 
recurrent chronic aspects of his work. 

Time pressure is a measure of the amount of work felt related to speed and number of 
tasks (Spector & Jex, 1998). Sonnentag and Spychala (2012) suggest that time pressure is 
too many tasks that must be completed in a short time. Time pressure is characterized by 
how many tasks must be done in a given period (Semmer, et al., 1996) and included as a 
challenge stressors, namely stress that encourages a person to achieve goals, learning and 
development (Cavanaugh, Boswell, Roehling & Boudreau, 2000). Individuals will be 
challenged to overcome obstacles that provide opportunities for learning (Luth, 2012). Time 
pressure is the workload that drives it to take action and change something to reduce stress. 

H1a: Time pressure will be positively related to proactive work behavior. 
H1b: Time pressure will be positively related to psychological empowerment. 
H3c: The relationship between time pressure and proactive work behavior will be 

mediated by psychological empowerment. 
Situational or organizational constraints represent situations or things that prevent 

employees from showing their abilities as an effort to improve job performance (Spector & 
Jex, 1998). Situational constraints are characterized by faulty equipment, incomplete 
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information, inadequate procedures or perhaps other people's interruptions (Spector & Jex, 
1998). Individuals work with poor quality work materials, do not get the work material 
needed, work requirements and procedures are not appropriate because of situational 
constraints (Semmer, et al., 1996). Situational constraints are classified as hindrance 
stressors, namely stress which inhibits the achievement of one's tasks or goals (Cavanaugh, 
et al., 2000). 

H2a: Situational constraints will be negatively related to proactive work behavior. 
H2b: Situational constraints will be negatively related to psychological empowerment. 
H2c: The relationship between situational constraints and proactive work behavior will 

be mediated by psychological empowerment. 
According to Spreitzer (1995), the psychological empowerment as an individual's 

intrinsic motivation to the task resulting in the emergence of the feelings capable of actively 
carrying out and controlling his/her work role manifested in four cognitions: meaning, self-
determination, competence and effect. Thomas and Velthouse (1990) define psychological 
empowerment as a set of cognitions that are influenced by the work environment to help 
create an active orientation towards one's work. Empowerment not only follows the judgment 
of individuals from their work assignments but also depends on contextual factors, such as 
input from superiors and coworkers. The psychological empowerment is conceptualized as 
an active motivation construct instead of passive motivation construct and orientation for 
work roles. 

H3: Psychological empowerment will be postively related to proactive work behavior. 
 

METHODS OF RESEARCH 
 

We collected data with questionnaires in various business sectors (banking, insurance, 
manufacturing, automotive, hospitality, telecommunication, and others). The samples of this 
study were 140 salespeople A total of 43.6% were men and 54.4% were women, the 
average age was 21-30 years and the average length of work ranged from 1-3 years. 
Concerning education, 71.4% of the employees held a university degree. 

We assessed proactive behavior using five point Likert scales from 1 (fully disagree) to 
5 (fully agree) with the nine-item scale developed by Griffin et al. (2007). We assessed job 
stressors (time pressure and situational constraints) with self-report scales developed by 
Semmer (1984). We measured time pressure with five items with possible answers from 1 
(never) to 5 (very often) and we assessed situational constraints with five items, which 
concern situations characterized by malfunctioning or incomplete equipment, tools, or 
information. We assessed psychological empowerment by Spreitzer’s (1995) with 12 item to 
measure the four dimensions of psychological empowerment. The overall scale exhibited 
adequate internal consistency (proactive work behavior (α = 0,916); time pressure (α = 
0,845); situational constraints (α = 0,881); psychological empowerment (α = 0,898)). 
 

RESULTS AND DISCUSSION 
 

The data analysis used was Partial Least Square (PLS) to predict the relationship 
between the constructs and be able to be used as a confirmation theory to build relationship 
that has not have theoretical foundation or for testing propositions. The purpose of this study 
is to explain the effect of time pressure and situational constrains on proactive work behavior 
with psychological empowerment as a mediator. 
 

Table 1 – Means, Standard Deviation, and Correlation among Variables 
 

n/n Mean St. Dev Adj. R2 CR AVE 
Time pressure 16.29 3.65  .87 .572 

Situational constrains 15.23 3.67  .92 .707 
Psychological empowerment 48.54 8.20 .54 .94 .578 

Proactive work behavior 36.96 5.07 .79 .92 .552 
 

St. Dev = standard deviation; Adj. R2 = adjusted R-squared; CR = composite reliability; AVE = average variance 
extracted. 
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Table 2 – Model Results 
 

Path t-values p-values Comment 
TPressure  Proactive 7.48 .000 Hypothesis 1a supported 
TPressure  PsyEmpower 3.52 .001 Hypothesis 1b supported 
SConstrains  Proactive – 6.89 .000 Hypothesis 2a supported 
SConstrains  PsyEmpower – 5.17 .000 Hypothesis 2b supported 
PsyEmpowerment  Proactive 3.75 .000 Hypothesis 3 supported 
TPressure  PsyEmpower Proactive 2.53 .012 Hypothesis 1c not supported 
SConstrains  PsyEmpower  Proactive 3.18 .002 Hypothesis 2c not supported 
 

TPressure = time pressure; SConstrains = situational constrains; PsyEmpower = psychological empowerment; 
Proactive = proactive work behavior. p < .05. 

 
Psychological empowerment is postively and signifanctly related to proactive work 

behavior (p = .000, t = 3.75), supporting H3. Consistent with H1a and H1b, time pressure 
was positively related to proactive work behavior (p = .001, t = 7.48) and we found a 
significant direct positive relation between time pressure and psychological empowerment (p 
= .000, t = 3.52). The positive indirect relation between time pressure and proactive work 
behavior via psychological empowerment was not significant (p = .012, t = 2.53). Hypothesis 
1c was not supported. Situational constrains were negatively and signifanctly related to 
proactive work behavior (p = .000, t = – 6.89) and pyschological empowerment (p = .000, t = 
– 5.17). H2a and H2b was supported. The indirect relation between situational constraints 
and proactive behavior via psychological empowerment was not significant (p = .002, t = 
3.18). Hypothesis H3c was not supported. 

Time pressure showed positif relation with proactive work behavior. The findings of the 
above study were consistent with previous studies, Ohly, et al. (2006); Fay & Sonnentag, 
2002; Ellis (2012) which found that there was a positive relationship between the time 
pressure and proactive work behavior. LePine, et al. (2005) suggests that some job 
stressors, such as the time pressure, can be positively overcome by individuals so that it 
leads to behavior and confidence in the personal achievement according to the goals set. 
Individuals who feel the time pressure as a challenge and challenge assessment will actively 
demonstrate proactivity in the workplace. The time pressure can be described as overtaxing 
regulations, requiring more resources to quickly complete work and increased energy to 
ensure the goal achievements (Ohly & Fritz, 2010). 

Situational constrains showed negatif relation with proactive work behavior. The 
findings of this study indicated a negative and significant direct effect of the situational 
constraints on the proactive work behavior. Situational constraints are a type of hindrance 
stressors that has a negative relationship in fulfilling the work so that it affects the individual 
performance (LePine, et al., 2005). The findings of this study were different from the findings 
of several existing studies, such as studies conducted by Fritz and Sonnentag (2009); Fay 
and Sonnentag (2002) which revealed that there was a positive relationship where the high 
situational constraints and time pressure were associated with higher proactive work 
behavior levels. The differences in the findings between this study and several other studies 
might be caused by the differences in the characteristics of the research subjects and 
differences in the possessed internal motivation. 

Psychological empowerment showed positif relation with proactive work behavior. 
Psychological empowerment increases the employees’ work role to engage in the proactive 
work behavior (Searle, 2011). Huang (2017) suggests that the psychological empowerment 
is positively related to the proactive work behavior, i.e. the employees who have stronger 
empowerment perception than other employees will demonstrate the proactive work 
behavior. In his study, Huang (2012) also stated that the psychological empowerment was an 
important antecedent for one's proactive work behavior by finding feedback. In the mediating 
role, the psychological empowerment did not have a mediating role between the effects of 
the job stressors namely the time pressure and situational constraints on the proactive work 
behavior. 
 
 



RJOAS, 1(85), January 2019 

517 

CONSLUSION AND SUGGESTIONS 
 

The findings indicated that the work stressor of time pressure had a positive effect on 
the proactive work behavior, while the work stressor of situational constraints had a negative 
effect on the proactive work behavior. Related to the mediating role, the psychological 
empowerment did not have a mediating role in the relationship between those two work 
stressors and the proactive work behavior. Although providing additional insight by extending 
the previous studies, this study also has several limitations. 

For further research, it is expected that it can add personality factors as individual 
characteristic factors. This is to find out whether the effects produced are as strong as the 
effect of the proactive personality on the employees’ proactive work behavior. Secondly, the 
development of the literature and research on one's proactivity has resulted in various 
different approaches. Nevertheless, there is no agreement to date regarding the appropriate 
approach to measure proactive as the proactive work behavior. For further research, it is also 
expected that it can use different theories and dimensions of the proactive work behavior to 
enrich the findings of the previous studies. Third, in this study, the proactive work behavior 
data were collected from only one source, namely the employees. For further research, it is 
also expected that it can use two data sources, namely employees and ratings from 
superiors or coworkers to avoid bias. 
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ABSTRACT 
One of the functions of government is to provide services for the community, including 
providing infrastructure, such as roads, clean water and electricity. Infrastructure, which is 
often referred to as infrastructure and physical facilities, in addition to having a very strong 
connection with social welfare and environmental quality as well as the process of economic 
growth of a region. Purpose of this study to analyze the effect of local financial independency 
on capital expenditure, infrastructure performance, economic performance and community 
welfare in regencies and city in Bali Province. The data used are from secondary obtained 
from the Finance Bureau of Secretariat of Bali Province, and from Bali Provincial Statistics 
Bureau for data from 2008 to 2014. The results show that the regional financial 
independency has a positive effect on capital expenditure, infrastructure performance, 
economic performance and public welfare of the regencies and city in Bali Province. 
Indirectly local financial independency affects the welfare of the community in the regencies 
and city in Bali Province through capital expenditure, infrastructure performance, and 
economic performance. 
 
KEY WORDS 
Regional financial independency, capital expenditure, infrastructure performance, economic 
performance, community welfare. 
 

The existence of infrastructure has a vital role in realizing the fulfillment of Basic 
People's Rights such as food, clothing, boards, security, education, health and others. Thus, 
it can be said that infrastructure is an essential capital of society that plays an important role 
in supporting the economic, socio-cultural, and unity and unity that bind and connect 
between regions in Indonesia. In order to maintain and enhance economic growth, the region 
is in urgent need of infrastructure development which includes transportation facilities and 
infrastructure, irrigation, settlement, as well as public utility buildings and networks such as 
gas, electricity and telecommunications. Infrastructure development is also a prerequisite for 
economic and social growth. Lack of effort on infrastructure development is demonstrated by 
routine flooding, stagnant traffic jams, constantly constrained traffic on people and goods, 
drought-stricken rice fields everywhere, and a host of other problems that ultimately lead to a 
high-cost economy. 

Infrastructure, which is often referred to as infrastructure and physical facilities, in 
addition to having a very strong connection with social welfare and environmental quality as 
well as the process of economic growth of a region. This can be indicated by the indication 
that the area that has the completeness of the infrastructure system that works better than 
other regions has a level of social welfare and environmental quality and better economic 
growth as well. Conversely, the existence of poorly functioning infrastructure results in social 
and environmental problems. Directly and indirectly, infrastructure development can improve 
economic performance through multiple effects. Economic performance in question is 
economic growth, increased employment opportunities, rising per capita income (Abel, 
1999). In addition, infrastructure development encourages improved socio-cultural conditions 
and community welfare. 

Type of infrastructure in Indonesia in accordance with Presidential Decree Number 42 
Year 2005 are: 1) Transportation infrastructure; 2) Road infrastructure; 3) Irrigation 
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infrastructure; 4) Infrastructure of drinking water and sanitation; 5) Telematics infrastructure; 
6) Infrastructure of manpower; and 7) Infrastructure of oil and gas transportation. 

The development of infrastructure financed through the government budgets included 
in the Long Term National Development Planning (RPJMN) 2010-2014 periode is directed: 1) 
supporting pro-growth stimulus to the economy; 2) expanding the creation of productive 
employment to alleviate poverty (pro-poor). To make effective development in the regions, 
since 2001 all regencies in Indonesia have implemented regional autonomy or 
decentralization. The purpose of autonomy is for local government in carrying out its duties 
and functions to achieve efficient and effective and more responsible (Suwandi, 2000). 

One consequence of the implementation of regional autonomy is the existence of 
sufficient local financial resources to finance the implementation of autonomy. The financial 
capacity of local government (Pemda) will determine the ability of local governments to 
perform functions such as performing public service functions, implementing development 
functions and implementing protective functions. 

Sources of local revenue to finance the administration of the government, among 
others derived from the Original Revenue and Balancing Fund. Balancing Funds are funds 
sourced from APBN revenues allocated to determine on the basis of the size of the fiscal gap 
of an area, which is the difference between fiscal need and fiscal capacity. Increased local 
fiscal capacity, both as a result of obtaining balancing funds from the central government and 
being able to excavate itself in the form of Pendapatan Asli Daerah (PAD) can provide 
support to local governments to carry out their functions. The ability of regions to finance 
their own finances is often called regional financial independency. Regional financial 
independency is also called Fiscal Decentralization Degrees (DDF) is the ratio between the 
Original Regional Income with total expenditure area (Halim, 2001). During 2008 - 2014 the 
average regional financial independency or degree of fiscal decentralization (DFD) of 
regencies and cities in Bali Province is presented in Table 1. 
 

Table 1 – Average of Regencies and City Financial Independency in Bali Province, 2008-2014, % 
 

No. Regencies and City Average of DFD, % 

1 Jembrana 6.97 
2 Tabanan 16.04 
3 Badung 70.68 
4 Gianyar 21.48 
5 Klungkung 8.15 
6 Bangli 5.23 
7 Karangasem 12.62 
8 Buleleng 10.24 
9 Denpasar 33.64 

 
Average 20.56 

 

Source: Finance Bureau of the Provincial Secretariat of Bali, 2016 (processed). 

 
As a consequence of the low level of regional financial independence is the lack of 

regional capability in providing capital expenditure and carrying out government functions, in 
particular is providing infrastructure, such as roads, clean water and electricity for the 
community. In the economic context, infrastructure is a social overhead capital that is 
essential capital goods that can affect economic development, and is a prerequisite for 
various activities of society can take place. In other words, infrastructure is the catalyst 
between the production process, the market and the final consumption. The existence of 
infrastructure provides an overview of the ability of the community to produce and the level of 
community welfare. Thus, high economic growth is impossible to achieve if there is no 
availability of adequate infrastructure or in other words infrastructure is the basic determinant 
or key for economic development. 

The condition of infrastructure in Bali Province is almost uneven. Whereas the 
existence of this infrastructure has a very strong linkage with social welfare and 
environmental quality also to the process of economic growth of a region. Infrastructure in 
the study is limited to the quality of paved and in good condition of regencies / city roads, 
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household coverage uses clean water, and household coverage has an electrical connection 
which is often called the electrification ratio. Data on infrastructure in regencies / cities in Bali 
Province 2014 is presented in Table 2. 

Based on Table 2 it can be explained that the percentage of asphalt roads in good 
condition in regencies / cities in Bali Province 2014 is quite unbalanced. The best road 
conditions are owned by Klungkung Regency, followed by Badung Regency. The worst 
condition is owned by Buleleng Regency. The percentage of households that are served by 
PDAM's water source is Klungkung Regency, followed by Badung Regency, while the least is 
Kabupaten Karangasem. The coverage of households served by the flow of electricity called 
the ratio of electrification at most in Tabanan Regency which reached 104.80 percent, 
followed by Gianyar Regency. Figures that exceed one hundred percent have meaning, that 
in Tabanan and Gianyar Regency quite a lot of households that have electricity flow more 
than one connection. The regencies with the smallest electrical distribution ratio is Bangli 
Regency. 
 

Table 2 – Condition of Infrastructure at Regencies and City in Bali Province 2014, % 
 

No. Regencies and City Road Water Electricity 

1 Jembrana 38.83 64.29 82.93 
2 Tabanan 35.57 65.75 104.80 
3 Badung 49.22 72.47 96.95 
4 Gianyar 37.38 68.50 102.70 
5 Klungkung 57.12 75.18 93.09 
6 Bangli 28.26 57.82 72.53 
7 Karangasem 35.97 52.42 77.07 
8 Buleleng 25.50 54.55 84.62 
9 Denpasar 44.52 68.02 79.87 

 
Rata-rata 39.15 64.33 88.28 

 

Source: Bali Membangun, 2015. 

 
As explained earlier that the condition of infrastructure can affect the productivity of the 

economic sector so as to encourage economic growth and improvement of social conditions 
of community life through multiple effects. Several theoretical and empirical studies relate to 
this research. Suwandi (2001) said that the high financial capacity of the region will lead to 
increased regional capability to perform its functions. One of the functions of local 
government is to provide infrastructure for the community. Guritno (2001) also said that 
increased government revenues will encourage the government to increase its spending in 
providing services to communities so that increased incomes, unemployment and poverty 
are reduced. 

Research on the influence of regional financial independency on capital expenditure is 
done by Novia Nur Putriasani (2010). The results of Denni Sulistio Mirza (2012) concluded 
that capital expenditure and economic growth have a positive and significant effect on HDI. 
Research conducted by Nur Putriasani (2014) also mentions that capital expenditure has a 
significant effect on infrastructure maintenance spending. 

The existence of infrastructure, such as electricity positively affects the income of the 
poor through indirect transmission (economic growth) and direct transmission (productivity 
and wages) in the Philippines (Balisacan, et al, 2002) and in Bangladesh (Songco, 2002). 
Bangun Prasetyo and Muhammad Firdaus (2009) also concluded that the infrastructure of 
electricity, roads and clean water have a positive influence on the economy in Indonesia. 
Snieska and Ineta Simkunaite (2009) in a cross-country study concluded that infrastructure 
plays a role in socio-economic development, which is to improve economic performance 
especially to improve the quality of life of the community. 

Another study conducted by Novi Maryaningsi, et al. 2014 concludes that road and 
electricity infrastructure conditions have a significant impact on per capita income growth in 
Indonesia. The World Bank 2000/2001 report in some countries in Africa entitled Attacking 
Poverty which concludes that the existence of infrastructure improves economic performance 
and economic performance improves the welfare of the community (World Bank 2001). 
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Infrastructure relations with the welfare of the community are very strong, as Gibson and 
Rozele (2002) point out. 

Based on the description, the problem is how the influence of regional financial 
independency on capital expenditure and infrastructure performance, next to economic 
performance, and prosperity of society in regencies / cities in Bali Province. This research 
uses quantitative analysis with design of causality relationship using Structrural Equation 
Modeling (SEM) with application of Partial Least Square (PLS). 
 

METHODS OF RESEARCH 
 

The study area covers all regency and city in Bali Province, with the research object 
being: Regional Revenue and Expenditure Budget, infra structure performance, economic 
performance, and community welfare in all or nine regencies / city in Bali Province during 
2008-2014. 

Regional financial independency can be seen from the degree of fiscal decentralization 
of a region, namely the ratio of Local Own Revenue (PAD) to total expenditure area (TPD). 
Total regional expenditure (TPD) is the sum of regional government expenditures, in regency 
/ city during 2008 - 2014, in percent. 

Capital expenditure is the expenditure of local government that exceeds one year 
budget and will add the assets or wealth of the area and then will add routine expenditure 
such as operation and maintenance cost, in regency / city during 2008 - 2014 in rupiah per 
resident. 

Infrastructure defined condition of physical facility, in this case is road, water supply, 
and electricity is social overhead capital which is essential capital goods that can influence 
economic development, and is a prerequisite for various community activities. In this 
research infrastructure is assessed as percentage of asphalt road in good condition, 
percentage of household coverage using clean water, and percentage of household 
coverage that get electricity called electrification ratio, in regency / city during 2008 - 2014. 

Measurable variables incorporated in the economic performance variables are GRDP 
per capita, unemployment rate, and poverty level. GRDP per capita is the total value added 
generated by the economic sectors within a year divided by the mid-year population. The 
unemployment rate is the percentage of unemployed workgroups. And the level of poverty is 
the percentage of the poor. All are district / municipal panel data for 2008 - 2014. 

In this case the welfare of the community used Human Development Index (HDI) which 
is a composite index of health, education and economic indicators. Health indicators are 
measured using life expectancy. Educational indicators are measured by the average 
variable of school duration assumed to describe the ability of human resources to find and 
utilize knowledge and technology, in regency / municipalities during 2008 - 2014. 

The data used in this research is quantitative and qualitative data. Quantitative data, ie 
data in the form of figures include Pendapatan Asli Daerah (PAD), and Regional Revenue 
and Expenditure Budget, performance of infrastructure, economic performance, and 
prosperity of regency / municipality community in Bali Province during 2008 - 2014. The data 
used in this study are secondary data consisting of realization of local revenue (PAD), and 
Regional Revenue and Expenditure Budget, infra structure performance, economic 
performance, and prosperity of regencies / city in Bali Province during 2008 - 2014. Data 
obtained from the Finance Bureau of the Regional Secretariat of the Provincial Government 
of Bali, and the Central Bureau of Statistics of Bali. 

This research uses structural equation analysis (SEM) with alternative Partial Least 
Square PLS (component based SEM). The Structural Equation Model (SEM) is a statistical 
technique that allows the testing of a relatively complex series of complex relationships 
simultaneously and gradually. Complex relationships can be built between one or more 
dependent variables with one or more independent variables. In SEM, the variables may be 
a single indicator or a construct variable or latent variable formed by several indicators. 
There may also be a variable that doubles as an independent variable in a relationship, but a 
dependent variable on the relationship, or with a tiered causality relationship. Based on 
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theoretical and implicit studies, it can be possible to establish relationships among variables 
in this study are presented in detail in Figure 2.1. 
 

Capital Expenditure 

(X2)

Community Welfare 

(Y2)

Financial 

Independency (X1)

Infrastructure

 Performance (X3)

X31 X33X32

Economic

 Performance (Y1)

Y11 Y12 Y13

 
 

Figure 1 – Path Model 
 

Note: X1 = Financial independency; X2 = Capital expenditure; X3 = Infrastructure performance; X31 = road; 
X32 = water supply; X33 = electricity; Y1 = Economic performance; Y11 = Income per capita; Y12 = poverty rate; 
Y13 = Unemploiment rate; Y2 = Community welfare (HDI). 

 
By using the PLS technique to specify the relationships among variables, among 

others: 1) outer model, 2) inner model, and 3) direct and indirect effects are described as 
follows. Outer model is often also called measurement model which is the relationship 
between indicators with latent variables. Based on Figure 3.1, there are two measurement 
models that are all formative indicators: a) infrastructure performance and b) regional 
economic performance. Infrastructure performance uses three indicators: roads, electricity 
and drinking water, while regional economic performance also uses indicators, namely: per 
capita GRDP, unemployment rate, and poverty level. The variables of regional financial 
independency, capital expenditure, and community welfare (IPM) in this study are single 
indicators so that the outer model is not evaluated. 

To evaluate the validity of the outer model with formative indicators, it is necessary to 
observe: (1) Substantive content is to see the significance of the weight. Unsignificant 
formative indicators need not be excluded, as they will reduce the meaning of the construct. 
So the note is the outer weight, in this case the loading factor in evaluating the validity of 
formative constructs, and (2) Multicollinearity of the indicator by looking at the Variance 
Inflation Factor (VIF). VIF values above 10 indicate that there are multicolliners in the model. 

In PLS inner model also called inner relation that describes the relationship between 
latent variables based on the substance of theory. The equation model in this study 
according to Figure 1 is: 

X2 = β1 X1 + ε1 

X3 = β2X1 + β3X2 + ε2 

Y1 = β4X1 + β5X2 + β6X3 +ε3 

Y2 = β7X1 + β8X2 + β9X3 + β3Y1 + ε4 

 

Where: X1 = Regional financial independency; X2 = Capital expenditure; X3 = Infrastructure 
performance; Y1 = Economic performance; Y2 = Community welfare; β1, β2 … β10 = path 
coefficients; ε1 … ε4 = inner residual. 

The evaluation of the inner model is done by looking at the magnitude of its structural 
path coefficient, as well as its statistical t test value obtained by the bootstrapping method. In 
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addition, also note R2 for the latent variable dependent. Besides R2, the PLS model can also 
be evaluated predictive or predictive prevelance through Stone-Geiser Q Square test 
(Ghozali, 2011). 

The influence of a variable on other variables is tested through direct influence or path 
coefficient, and to know the existence of the role of mediation variable on the influence of 
independent variable to dependent variable in PLS will automatically release the result. 
 

RESULTS AND DISCUSSION 
 

The economy of Bali Province has grown from 2008 to 2014. Using the Gross Regional 
Domestic Product (GRDP) of 2000 constant prices, the GRDP of Bali Province increased 
from 24,201,755 million in 2008 to 35,593,746 million rupiah in 2014, or with an average 
growth of 6.72 percent, as presented in Table 3.1. While in the same period per capita 
income increased from Rp 6,883,000, - in 2008 to Rp 9,671,000, - in 2014, or with an 
average increase of 5.79 percent. There is a lower per capita income growth compared to 
GRDP growth due to population growth in the research area. 
 

Table 3 – GRDP and Per Capita GRDP Based on Constant Price Year 2000 Regencies / 
City in Bali Province, Year 2008 and 2014 

 

№ Kabupaten / Kota 

GRDP In Constan Price Year 2000 
(Rp billiun) 

Per Capita GRDP in Constan Price Year 2000 
(Rp million) 

2008 2014 Growth (%) 2008 2014 Growth (%) 

1 Jembrana 1.541 2.173 5,86 6,01 8,05 4,85 
2 Tabanan 2.153 3.130 6,48 5,22 7,22 5,47 
3 Badung 5.582 7.671 5,35 13,41 16,73 3,53 
4 Gianyar 2.975 4.381 6,75 6,80 8,93 4,47 
5 Klungkung 1.142 1.645 6,29 6,83 9,41 5,39 
6 Bangli 982 1.369 5,63 4,53 6,19 5,25 
7 Karangasem 1.699 2.315 5,19 4,41 6,15 5,66 
8 Buleleng 3.117 4.460 6,16 4,98 6,95 5,62 
9 Denpasar 5.011 7.450 6,95 8,37 11,63 5,57 

 
BALI 24.202 35.594 6,72 6,88 9,67 5,79 

 

Source: Statitic Centre Board of Bali Province, Year 2010 and 2014 (processed). 

 
In addition to economic growth and per capita income, the economic performance of a 

region can also be seen from the poverty level as well as the unemployment rate. The 
poverty rate in Bali Province during 2008 to 2014 also has a downward trend, albeit 
fluctuatingly, as presented in Table 4. In 2008 the poverty rate or percentage of poor people 
in Bali Province was 5.85 percent, and in 2014 decreased to 4.76 percent. In 2008 the region 
with the highest poverty rate was Jembrana, which was 7.97 percent, while the lowest was 
Denpasar with 2.19 percent. In 2014 the region with the highest poverty rate is Klungkung 
Regency, which is 7.01 percent, while the lowest remain in Denpasar at 2.21 percent. 
 

Table 4 – Poverty Rate at Regencies / City in Bali Province, Year 2008 – 2014 (Percent) 
 

No Dictrict/City 2008 2009 2010 2011 2012 2013 2014 

1 Jembrana 7,97 6,80 8,11 6,56 5,74 5,56 5,83 
2 Tabanan 6,92 4,99 6,96 5,62 4,90 5,21 5,61 
3 Badung 3,28 3,28 3,23 2,62 2,16 2,45 2,54 
4 Gianyar 6,61 5,76 6,68 5,40 4,69 4,27 4,57 
5 Klungkung 7,03 5,23 7,58 6,10 5,37 7,01 7,01 
6 Bangli 6,12 5,18 6,41 5,16 4,52 5,45 5,86 
7 Karangasem 7,67 6,37 7,95 6,43 5,63 6,88 7,30 
8 Buleleng 7,45 5,95 7,35 5,93 5,19 6,31 6,79 
9 Denpasar 2,19 2,20 2,21 1,79 1,52 2,07 2,21 

 
BALI 5,85 4,88 5,67 4,59 3,95 4,49 4,76 

 

Source: Bali Central Bureau of Statistics, Year 2015. 

 
Table 5 shows the open unemployment rate in Bali Province from 2008 to 2014 has a 
downward trend, albeit somewhat volatile. In 2008 the open unemployment rate was 3.3 
percent, and in 2014 to 1.90 percent. In 2008 the highest open unemployment rate occurred 
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in Denpasar City of 4.4 percent and the lowest in Bangli Regency of 2.6 percent. By 2014 the 
highest open unemployment rate occurs in Jembrana District at 2.95 percent, while the 
lowest is still in Bangli Regency, at 0.67 percent. 
 

Table 5 – Unemployment Rate Open to Regencies / City in Bali Province, Year 2008-2014 
 

No Regencies/City 2008 2009 2010 2011 2012 2013 2014 

1 Jembrana 4,1 2,23 2,54 2,17 1,76 3,39 2,95 
2 Tabanan 2,8 2,73 1,07 1,80 2,22 0,79 2,25 
3 Badung 3,2 3,20 1,25 2,30 1,60 0,77 0,48 
4 Gianyar 2,8 2,91 2,36 2,16 1,72 2,16 1,43 
5 Klungkung 4,0 3,73 3,59 1,78 2,05 2,12 1,94 
6 Bangli 2,6 1,42 0,65 1,00 0,95 0,75 0,67 
7 Karangasem 3,2 3,32 2,82 1,99 1,34 1,34 2,06 
8 Buleleng 2,9 2,34 3,26 1,97 3,15 2,13 2,74 
9 Denpasar 4,4 5,19 6,57 3,69 2,41 2,64 2,32 

 
BALI 3,3 3,13 3,06 2,32 2,04 1,79 1,90 

 

Source: Bali Central Bureau of Statistics, Year 2015. 

 
One of the important development indicators is the Human Development Index (HDI). 

The value of HDI is measured by three indicators as a reference that is life expectancy, 
literacy rate and real income per capita. Thus, the welfare state is a composite index of 
health, education and economic indicators. Health indicators are measured using life 
expectancy. Educational indicators are measured by the average average length of school 
that is assumed to describe the ability of human resources to find and utilize knowledge and 
technology. 

HDI in Bali Province during 2008 to 2014 has an increasing trend. In 2010 Bali's HDI 
had decreased, and its ranking decreased from the 14th national level to the 15th rank. But it 
continues to increase, and in 2014 ranked 5th after the calculation of HDI is perfected by the 
government (Bappenas). 
 

Table 6 – Human Development Index (HDI) of Regencies / Cities in Bali Province, Year 2008-2014 
 

No Regencies/City 2008 2009 2010 2011 2012 2013 2014 

1 Jembrana 72,02 72,45 66,70 67,53 67,94 68,39 68,67 
2 Tabanan 73,73 74,26 70,68 71,35 71,69 72,31 72,68 
3 Badung 74,12 74,49 75,84 76,66 77,26 77,63 77,98 
4 Gianyar 72,00 72,43 71,45 72,50 73,36 74,00 74,29 
5 Klungkung 69,66 70,19 66,01 67,01 67,64 68,08 68,30 
6 Bangli 69,72 70,21 63,43 63,87 64,53 65,47 65,75 
7 Karangasem 65,46 66,06 60,58 61,60 62,95 63,70 64,01 
8 Buleleng 69,67 70,26 66,98 67,73 68,29 68,83 69,19 
9 Denpasar 77,18 77,56 79,19 79,77 80,45 81,32 81,65 

 
Bali 70,98 71,52 70,10 70,87 71,62 72,09 72,48 

 

Source: Bali Central Bureau of Statistics, Year 2015. 

 
Based on the result of data processing, the result of estimation of structural equation 

model as presented in Figure 2. To find out whether the indicator used to form the construct 
or latent variable is valid, and then the following analysis is performed. The first step is to 
evaluate the substantive content by looking at the significance of the weight for the formative 
indicator. Based on Figure 3.1 it can be seen that all indicators contribute significantly or with 
P. Value less than 0.05 to the constructed construct. The construct of the greatest 
infrastructure performance is formed by the electrification indicator, that is the ratio or 
percentage of households that get electricity flow that is 0.799. Then followed by household 
indicator that get clean water, and last is the percentage of paved regency’s road in good 
condition. Road conditions contribute the smallest, because the road conditions are often 
unstable, the same year repaired, the condition became good. In the same year the condition 
may turn to moderate or severe damage. In contrast to households that subscribe to 
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electricity or drinking water, which will increase annually, and the chances of losing are very 
small. 

The substantive content for the formative indicator in Figure 3.1 is presented in Table 
3.5. In Table 3.5 it can be seen that the X3 indicator of road infrastructure is not significant 
with P. Value of 0.122. Other indicators all relate to their respective constructs significantly 
with P. Value less than 0.05. 
 

 
 

Figure 2 – Relationship among Variables 

 
Where: X1 = Financial independency; X2 = Capital expenditure; X3 = Infrastructure 
performance; X31 = road; X32 = water suppy; X33 = electricity; Y1 = Economic Performance; 
Y11 = GRDP per capita; Y12 = poverty rate; Y13 = unemployment rate; Y2 = Community 
Welfare (HDI). 

The second step to validate the formative indicator is by looking at the Variance 
Inflation Factor (VIF), the goal is to know the presence of multicolliners in the model. Based 
on Table 3.5 it is also known that all indicators are feasible to be used for prediction, since 
there is no multicollinearity of the indicator, becouse Variance Inflation Factor (VIF) is a 
maximum of 1.866 or less than 10. 
 

Table 7 – Outer Weights and VIF Indicators of Infrastructure Performance Constructs and Economic 
Performance 

 

Variable Relationship Original Sampel Standard Deviation T Statistics P.Value VIF Value 

X31  X3 0.169 0.109 1.547 0.122 1.055 
X32  X3 0.570 0.103 5.542 0.000 1.149 
X33  X3 0.622 0.099 6.260 0.000 1.103 

Y11  Y1 0.655 0.080 8.203 0.000 1.710 
Y12  Y1 -0.346 0.077 4.516 0.000 1.866 
Y13  Y1 0.164 0.052 3.178 0.000 1.129 
 

Source: Research Result, 2016. 
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Where: X3 = Infrastructure performance; X31 = Road; X32 = Water supply; X33 = Electricity; 
Y1 = Economic performance; Y11 = GRDP per capita; Y12 = Poverty rate; 
Y13 = Unemployment rate. 

Inner model evaluation can first be seen from R2 value of variable or endogenous 
construct. In this study there are four variables and endogenous constructs, namely Capital 
Expenditure (X2), Infrastructure Performance (X3), Economic Performance (Y1), and Welfare 
Society (Y2). The value of R2 for the endogenous construct is presented in Table 8. 
 

Table 8 – R Square of Endogen Variable 
 

Endogen Variable R Square Relationship Category 

Belanja Modal (X2) 0,201 Weak 
Kinerja Infrastruktur (X3) 0,338 Moderate 

Kinerja ekonomi (Y1) 0,853 Strong 
Kesejahteraan Masyarakat (Y2) 0,954 Strong 

 

Source: Research Results, 2016. 

 
The value of R2 of the Capital Expenditure (X2) construct equals 0.201. Because the 

number is smaller than 0.33, it means that the influence of Regional Financial Independency 
(X1) on Capital Expenditure (X2) is weak. Then the influence of Regional Financial 
Independency (X1) and Capital Expenditure (X2) on Infrastructure Performance (X3) resulted 
in R2 value of 0.338. Since the number is greater than 0.33 tatepi smaller than 0.67, it means 
that the influence of Regional Financial Independency (X1) and Capital Expenditure (X2) on 
Infrastructure Performance (X3) is moderate, according to Chin's opinion (in Ghozali, 2011) . 

Based on the value of R Square will be made calculations Q2 or Stone-Geiser Q 
Square test is: 
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The value of Q2 of 0.996 is quite large, and can be said to have a high predictive 

prevelance, so the resulting model is feasible to use to predict. The Q2 of 0.996 means that 
99.6 percent of the variation of Regional Financial Independency (X1), Capital Expenditure 
(X2), Infrastructure Performance (X3), Economic Performance (Y1) on Community Welfare 
(Y2), while the rest of 0.4 percent is influenced by other variables that are not installed in the 
model. 

Based on the results of data processing can be made a direct relationship between 
research variables as presented in Table 9. 
 

Table 9 – Direct Influence of Independency Variables on Dependence Variables 
 

Variabel Relationship Original Sampel (O) Standard Deviation (STDEV) T Statistiks (|O/STDEV|) P Value 

X1  X2 0,449 0,151 2,964 0,030 
X1  X3 0,348 0,116 3,002 0,000 
X1  Y1 0,531 0,071 7,490 0,000 
X1  Y2 0,136 0,067 2,014 0,000 
X2  Y3 0,335 0,119 2,806 0,000 
X2  Y1 0,298 0,070 4,260 0,000 
X2  Y2 0,184 0,071 2,601 0,000 
X3  Y1 0,302 0,075 4,020 0,000 
X3  Y2 0,236 0,075 3,130 0,000 
Y1  Y2 0,551 0,148 3,716 0,000 

 

Resource: Research Result, 2016. 

 
Where: X1 = Financial independency; X2 = Expenditure capital; X3 = Infrastructure 
performance; Y1 = Economic performance; Y2 = Community welfare (HDI). 
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The biggest variable affecting economic performance is regional finance independency of 
0,531, and then followed by variable of infrastructure performance equal to 0,302, and last 
capital expenditure equal to 0,298. The welfare of the community is greatly influenced by the 
economic performance of 0.551, and the smallest regional financial independency of 0.136. 
Based on the result of indirect effect the influence of independent variable to the dependent 
variable, through the mediation variable or the intermediate variable, in this research is the 
service performance variable. The results are presented in Table 10. Based on Table 10 it 
can be explained that capital expenditure (X2) variables are slightly less significant mediate 
the influence of local financial independency on infrastructure performance. This can be seen 
from the P. Value of 0.063 which is smaller than the significance level of 0.05 commonly 
used in socioeconomic research. Furthermore, other relationships are successfully mediated 
by their respective mediation variables. 
 

Table 10 – Indirect Effect or Mediation 
 

Variable 
Relationship 

Original Sampel 
(O) 

Variabel 
Mediasi 

Standard Deviation 
(STDEV) 

T Statistiks 
(|O/STDEV|) 

P 
Value 

X1  X3 0,150 X2 0,081 1,865 0,063 
X1  Y1 0,284 X2, X3 0,065 4,383 0,000 
X1  Y2 0,649 X2, X3, Y1 0,087 7,496 0,000 
X2  Y1 0,101 X3, 0,041 2,440 0,015 
X2  Y2 0,299 X3, Y1 0,081 3,681 0,000 
X3  Y2 0,166 Y1 0,055 2,997 0,000 

 

Resource: Research Result, 2016. 

 
Where: X1 = Financial independency; X2 = Expenditure capital; X3 = Infrastructure 
performance; Y1 = Economic performance; Y2 = Community welfare (HDI). 
 

DISCUSSION OF RESULTS 
 

Effect of Regional Financial Independency on Capital Expenditures. Regional financial 
independency has a positive and significant impact on capital expenditure. This finding is in 
accordance with the opinion of Suwandi (2000) who said that the high financial capacity of 
the region will lead to the ability of the region to finance its construction, in this case the 
availability of adequate capital expenditure to finance the construction. The financial capacity 
of the region is determined by the availability of sources of income (tax or retribution) and the 
rate of proceeds of the object of taxes and user charges. The level of outcomes is 
determined by the extent to which tax bases are responsive to forces affecting expense 
objects such as inflation, population growth and economic growth which in turn will affect 
service levels, both quantitatively and qualitatively (Devey, in Suwandi, 2000). 

This finding is also consistent with the results of the research by Dian Adiwibowo 
(2005) who examined the effect of local revenues and general allocation funds on regional 
expenditures (case studies on regencies and municipalities in Central Java). The conclusions 
drawn from this study indicate that the Pendapatan Asli Daerah (PAD) and the General 
Allocation Fund (DAU) separately and simultaneously have a positive effect on local 
expenditure, and the stronger influence of the General Allocation Fund (DAU) on regional 
expenditure compared to the Original Income Region (PAD), so it can be inferred the 
occurrence of flypaper effect. The results of this study have similarities with research 
conducted by Novia Nur Putriasani (2010) Local Revenue (PAD) Kota Cirebon has a 
significant effect on capital expenditure. This means that the greater the Local Revenue 
(PAD) then capital spending in the City Government of Cirebon will be even greater. 

Influence of Regional Financial Independency on Infrastructure Performance. Regional 
financial independency has a positive and significant impact on infrastructure performance. 
This finding is in accordance with the opinion of Suwandi (2001) who said that the high 
financial capacity of the region will lead to increased regional capacity to perform its 
functions. One of the functions of local government is to provide infrastructure for the 
community, such as roads, water, and electricity. The results of this study also in accordance 
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with the writings of Yinqiu Lu and Tao Sun (2013) in the working paper IMF mentions that the 
important role of local government finances in China is for infrastructure development in 
order to improve economic growth. 

Effect of Regional Financial Independency on Economic Performance. Regional 
financial independency has a positive and significant impact on economic performance. 
Measures of economic performance that are often noticed to know economic progress in a 
region or country are economic and labor growth, productivity, living standards, 
unemployment, inflation, saving and capital formation, and other variables (Abel and 
Bernake, 2001). This finding is in line with Guritno's (2001) opinion that increased 
government revenues will encourage governments to increase their spending on providing 
services to communities, resulting in increased incomes, unemployment and poverty. 

Effect of Capital Expenditure on Infrastructure Performance. The results of this study 
indicate that capital expenditure has a positive effect on infrastructure performance. The 
results of this study are in accordance with Law No. 22 of 2004 that capital expenditures are 
expenditures for roads, irrigation and networks are expenditures used for procurement / 
addition / replacement / development / manufacturing and maintenance, and include 
expenditures for planning, supervision and management of irrigation roads and networks that 
add capacity to irrigation roads and networks in ready-to-use conditions. and irrigation and 
network roads. 

This finding is consistent with the results of Nur Putriasani's (2014) study in his 
research at Cerebon found that capital expenditure has a significant effect on infrastructure 
maintenance spending. This means that the greater the capital expenditure, the greater the 
maintenance cost. 

Effect of Infrastructure Performance on Economic Performance. This study found that 
infrastructure performance has an effect on economic erformance. The 2011 Bali Local 
Development Performance Evaluation Report mentions that in the economic context, 
infrastructure is a social overhead capital, which is essential capital goods that can affect 
economic development, and is a prerequisite for various activities of the community to take 
place. In other words, infrastructure is the catalyst between the production process, the 
market and the final consumption. The existence of infrastructure provides an overview of the 
ability of the community to produce and the level of community welfare. Thus, high economic 
growth is impossible to achieve if there is no availability of adequate infrastructure or in other 
words infrastructure is the basic determinant or key for economic development. 

The results of this study are also in accordance with Gibson and Rozele's research, 
(2002) the relationship between infrastructure and poverty reduction is very strong. The 
study, conducted in Papua New Guinea, states that increased access to the poor to 
infrastructure such as roads, water and electricity has a significant effect on reducing 
poverty. 

 The results of this study are also supported by research Bangun Prasetyo and 
Muhammad Firdaus (2009) which concluded that the infrastructure of electricity, road and 
clean water have a positive influence on the economy in Indonesia. Electricity has the most 
important role in the production process. Therefore, the policy of infrastructure development 
to improve the Indonesian economy in facing the global crisis is very appropriate and needs 
to get support from various parties. 

The results of this study are also in accordance with the results of research Novi 
Maryaningsi, et al. in 2014 entitled The Influence of Infrastructure on Indonesia's Economic 
Growth. The findings from the study suggest that road and electricity infrastructure conditions 
have a significant impact on per capita income growth. 

Empirically, many researchers are analyzing the relationship between infrastructure 
such as electricity, telecommunications, roads and irrigation with poverty reduction. In the 
Republic of China (PRC), electricity investment has a significant role in poverty reduction, for 
example for every 10,000 Yuan spent on power development affecting 2.3 people (Fan et al 
2002). Electricity positively affects the income of the poor through indirect transmission 
(economic growth) and direct transmission (productivity and wages) in the Philippines 
(Balisacan, et al, 2002) and in Bangladesh (Songco, 2002). 
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The results of this study also supported studies conducted by Kwon in 2002 which 
found that every 1 percent increase in road investment is associated with a 0.3 percent 
decrease in poverty. In addition, using the city / county level, Balisacan et. al (2001) found 
that the income elasticity of poor areas through growth associated with roads was about 0.05 
percent. Meanwhile in the Philippines, every 1 percent of road improvements directly relate 
to 0.11 percent increase in income of poor areas (Balisacan and Penia, 2002). 

The Influence of Infrastructure Performance on Community Welfare. This research 
finds that the performance of unfrastructure has a positive effect on people's welfare. High 
public access to infrastructure such as roads with good conditions, drinking water, and 
electricity will increase community income, health and education. The results of this study 
susuai with research conducted by. Rioja, Felix K (2001) who conducted research in America 
Laitn concluded that infrastructure development has a positive impact on the growth of 
investment and public welfare. Similarly Snieska, and Ineta Simkunaite (2009) entitled Socio-
Economic Impact of Infrastructure Investments. The cross-country research concludes that 
infrastructure contributes to socio-economic development, particularly to improving people's 
quality of life. The Ganelli, Giovanni and Juha Tervala (2015) studies concluded that 
infrastructure investment has provided a multiplier effect on public spending in Asia. 

The Effect of Economic Performance on People's Welfare. The study also found that 
economic performance has an impact on the welfare of the people. Increased income per 
capita, reduced unemployment and poverty have a positive impact on the welfare of the 
community, namely increased spending, education, and public health. 

This finding is consistent with the opinion of Gregory and Stuart (1992) that per capita 
income growth generally leads to an increase in the welfare of society. The findings of this 
study also in accordance with the results of research Denni Sulistio Mirza (2012) using panel 
data in Central Java during the year 2016 - 2009 concluded that capital expenditure and 
economic growth have a positive and significant impact on HDI. 

The Influence of Infrastructure Performance on People's Welfare through Economic 
Performance. This study found that infrastructure performance can improve economic 
performance and improve the welfare of the community. As explained by investments 
invested in infrastructure through multiplier processes give multiple effects on economic 
performance, such as increasing per capita income, employment opportunities, and reducing 
poverty levels. The findings are consistent with the 2000/2001 World Bank Report in some 
countries in Africa entitled Attacking Poverty which concludes that the existence of 
infrastructure improves economic performance and economic performance improves overall 
welfare. Health and education degrees in low-income households as compared to high-
income households. Some of the health indicators used in the study were infant mortality, 
malnutrition, frequency of illness, while for the education used indicator of enrollment in 
elementary school. Thus, it is concluded that the better the condition of the infrastructure, the 
higher the income of the family, the higher the access to education and health (World Bank, 
2001). 
 

CONCLUSION AND SUGGESTIONS 
 

Regional financial independency has a positive effect on capital expenditure and 
infrastructure performance in the Regencies / City in Bali Province. The increase in the ratio 
of Own Local Revenue (PAD) to total regional expenditures will increase the allocation of 
capital expenditure as well as the improvement of infrastructure performance, with indicators 
of increasing percentage of roads with good conditions, increased service to clean water 
supply and electricity supply provision. 

Regional financial independency, capital expenditure, and infrastructure performance 
have an effect on economic performance at Regencies / City in Bali Province. This means 
that increased regional financial independency, capital spending, and infrastructure 
performance have an impact on economic performance with indicators of shipping revenue 
and declining unemployment and the percentage of the poor. 
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Regional financial independency, capital expenditure, infrastructure performance, and 
economic performance have a positive effect on community welfare in the Regencies / City in 
Bali Province. This finding means that increased regional financial independency, capital 
expenditure, infrastructure performance, and economic performance have a positive impact 
on improving people's welfare with the proxy of the Human Development Index (IPM). 

Regional financial independency has a positive effect on infrastructure performance 
through capital expenditure at the Regencies / City in Bali Province. This means that 
increasing local financial independency has an effect on increasing capital expenditure 
allocation, and consequently improving infrastructure performance. 

Infrastructure performance affects the welfare of the community through economic 
performance at the Regencies / City in Bali Province. The results of this study provide clues 
that improved infrastructure performance can improve economic performance, with indicators 
of per capita income, and declining unemployment and the percentage of the poor. 
Furthermore, with increasing economic performance, the impact of increasing the welfare of 
the community can be seen the increase in Human Development Index (HDI). 

The influence of infrastructure performance on economic performance and also on the 
welfare of the community is expected to always build and maintain the infrastructure, 
especially the regencies roads whose condition is less than 50 percent. Given the positive 
relationship between capital expenditure and local government infrastructure performance, it 
is expected to continue to increase the proportion of capital expenditure to improve 
infrastructure performance, so that economic performance and public welfare will continue to 
increase. 
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ABSTRACT 
The Rawa Danau Panggang (Panggang Lake Swamp) in Hulu Sungai Utara Regency 
stretches as far as 5,390.7 Ha. This swamp has a large ecological, economic and fisheries 
resource potential. One of its potentials is lais fish (Cryptopter spp) and plankton which are 
food sources for these fish biota. The purpose of this study was to determine the food 
composition of fish lais (Cryptopter spp) and the characteristics of Rawa Danau Panggang 
waters. The research method used analysis of gastric contents with the largest section index 
based on Natarjan and Jingran in Effendi (2002) and storet methods for supporting water 
quality data. The research results exhibited that the food composition found in the lais fish 
stomach (Cryptopter spp) was diverse. Lais fish were classified as omnivores. Phytoplankton 
groups have 27 genera from 3 phyla, Zooplankton 6 genera from 2 divisions, and Nekton 1 
genera from 1 division. The contents of the gastric stomach (Cryptopter spp) are mostly from 
the phytoplankton group. The highest genus is 5, namely Navicula with IP = 26.71%, 
Diatoma with IP = 20.33%, Tabellaria with IP = 12.43%), and Nitzschia with IP = 8.54%, 
which are genera of Phylum Chrysophyta, and Gonatozygon with IP = 5.35 % which is the 
genera of Phylum Chlorophyta. The zooplankton group consumed by this fish has far less 
diversity and abundance compared to phytoplankton group. Plankton consumed by lais fish 
is determined by the characteristics of Rawa Danau Panggang waters. DO, pH and BOD 
dominate the characteristics of Rawa Danau Panggang waters. 
 
KEY WORDS 
Cryptopter spp, preponderance index, water, quality. 
 

Rawa Danau Panggang (Panggang Lake Swamp) is a wetland ecosystem with a 
peatland type thick peat (Noor, 2007). It is a water storage area and fish biota habitat. Its 
associated ecosystems, the peat swamp ecosystem, is characterized by pH acid, colloidal 
suspended solids possessing red color and odor aquatic indicators derived from weathering 
of organic matter. Organic contamination transfer can occur in laminar flow patterns due to 
input from the Barito River and the Negara River in the rainy season, thus influencing the 
biota. 

Lais Fish (Cryptopter spp) is one type of fish found in the waters of Rawa Danau 
Panggang. Lais fish are almost always found in each research station. Lais fish are included 
in the Siluridae family which consists of several genera. The most common genus is 
Cyptopterus. The lais fish life cycle generally occurs in waters possessing a large amount of 

mailto:dini.sofarini@ulm.ac.id
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riparian vegetation. Lais fish is one of the fish possessing important economic value in South 
Kalimantan Province. 

Distribution of lais fish is determined by the food type and food availability in the 
waters. In general, the number and diversity of fish are determined by the size of the water 
body, therefore influencing the proportion of fish biomass that depends on its habitat. The 
amount of food composition will also determine lais fish composition and growth (Arsiyana 
and Yuliana, 2012; Lukas and Minggawati, 2014). Food availability contained in the waters of 
Rawa Danau Panggang could be determined by analyzing the food contained in the fish 
stomach and compare it with food available in the waters. 

The purpose of this study was to determine the composition of Lais Fish (Cryptopter 
spp) and the characteristics of Rawa Danau Panggang waters. Lukas and Minggawati (2014) 
reported the analysis result of lais fish stomach’s food composition. The lais fish were 
collected from the flood swamps of the Rungan River for four months period. The food 
material contained in the lais fish stomach was dominated by insect and fish. Handayani 
(2006) reported that the results of the analysis of food material contained in the Lais Bantut 
stomach. The fish were collected from Lake Lais. Research result exhibited that the food 
consisted of various types of organism namely adult insects, insect larvae, small fish, detritus 
and unidentified material. 
 

METHODS OF RESEARCH 
 

This research was carried out in the waters of Rawa Danau Panggang, Hulu Sungai 
Utara Regency. Fish sampling was done every 3 months, namely in July 2017, October 
2017, January 2018 and April 2018. The data used in this study were primary data analyzed. 
The population of the fish studied was Lais fish (Cryptopter spp). Fish samples were 
collected using net fishing equipment. 

The caught fish samples were separated according to the research station. Retrieving 
fish stomach was done by dissecting the abdominal part starting from the anus to the 
vertebrae and operculum bone. The stomach was taken and put into a film bottle containing 
4% formalin until it sank into the formalin solution. The sample was taken to the Water 
Quality and Hydro Bioecology Laboratory of Unlam Faculty of Fisheries and Marine. 
Furthermore, the composition of the gastric contents was determined using the method of the 
frequency of events and the volumetric method of gastric contents. The stomach was cut 
open and sorted according to respective organism content. In order to determine the favored 
food type, the researcher calculated the Largest Section Index (Index of Preponderance) 
expressed in percent (Natarjan and Jhingran (1961) in Effendi (2002). 

Method of Frequency of Events. Taunay (2012) states that to measure the frequency of 
events by recording each gastric contents to ensure the stomach contents are divided into 
two groups, namely the filled stomach and empty stomach: 
 

Oi =
Ni

I
X 100% 

 
Where: Oi = Frequency of occurrence; Ni = The total number of one type of organism; 
I = Total filled stomach. 

Volumetric Method. The volumetric method aims to measure fish food based on the 
volume of food contained in the fish stomach: 
 

Vi =
%i

I
X 100% 

 
Where: Vi = Volumetric; %i = total volume of one type of organism in percent; I = Total filled 
stomach. 
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Preponderance Index. This calculation aims to evaluate fish eating habits with a combination 
of two methods, namely the frequency event method and the volumetric method developed 
by Natarjan and Jhingran (1961) in Effendi (2002). 
 

IP =
Vi x Oi

Vi x Oi
X 100% 

 
Where: Ii = Preponderance Index; Vi = Percentage of volume of food –I; Oi = Percentage of 
frequency of food occurrence –i. 

Analysis of water quality characteristics observed was temperature, brightness, current, 
DO, BOD, pH. Water quality data is calculated using the storet method, taken as supporting 
data in research, and collected during fish sampling. 
 

RESULTS AND DISCUSSION 
 

The food consumed by fish can be identified by analyzing the contents of the stomach. 
Should there are many types of fish food organisms in water, it is not necessarily an 
important part of the composition of fish food. Nevertheless it could be expressed as an 
important part in the composition of fish food. Fish choose certain foods, determined by 
finding the food type as part of the largest food composition (Preponderance Index) in the 
stomach (Effendi, 2002). 
 

Table 1 – Value of Frequency of Events, Volumetric and Preponderance Composition Indexes 
of Lais Fish (Cryptopter spp) in Rawa Danau Panggang Waters 

 

Phylum Genera Ni Oi (%) Organism Volume Vi (%) IP (%) 

Cyanophyta Oscillatoria 11 0.73 4 15.38 0.17 
 Rivularia 2 0.13 1 3.85 0.01 
 Aphanotece 56 3.74 8 30.77 1.72 
Chloropyta Hormidium 22 1.47 7 26.92 0.59 
 Ankistrodesmus 7 0.47 2 7.69 0.05 
 Netrium 33 2.20 15 57.69 1.90 
 Gonatozygon 87 5.80 16 61.54 5.35 
 Oedogonium 19 1.27 5 19.23 0.37 
 Geminella 35 2.33 14 53.85 1.88 
 Closterium 40 2.67 14 53.85 2.15 
 Spirogyra 19 1.27 8 30.77 0.58 
 Pediastrum 7 0.47 5 19.23 0.13 
 Micrasterias 2 0.13 1 3.85 0.01 
Chrysophyta Tabellaria 154 10.27 21 80.77 12.43 
 Navicula 331 22.08 23 88.46 26.71 
 Frustulia 34 2.27 13 50 1.70 
 Fragillaria 68 4.54 15 57.69 3.92 
 Coconeis 32 2.13 11 42.31 1.35 
 Diatoma 230 15.34 21 80.77 20.33 
 Eunotia 12 0.80 7 26.92 0.32 
 Dentiluca 1 0.07 1 3.85 0.00 
 Stauroneis 12 0.80 6 23.08 0.28 
 Surirella 58 3.87 19 73.08 4.23 
 Corethron 2 0.13 2 7.69 0.02 
 Synedra 37 2.47 12 46.15 1.71 
 Ghomponema 19 1.27 11 42.31 0.80 
 Nitzschia 101 6.74 22 84.62 8.54 
Protozoa Phacus 31 2.07 17 65.38 2.03 
 Clamydomonas 8 0.53 7 26.92 0.22 
 Asteromonas 4 0.27 3 11.54 0.05 
 Euglena 11 0.73 8 30.77 0.34 
 Uroglena sp 2 0.13 1 3.85 0.01 
Aschelminthes Notholca 5 0.33 4 15.38 0.08 
Chordata Osteochilus 7 0.47 1 3.85 0.03 
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Organisms found in the body of Lais Fish (Cryptopter spp) are dominated by 
phytoplankton organisms as their main food. There is a small number of zooplankton and 
nekton organisms. This means that lais fish are classified as omnivorous. According to 
Affandi (1992), the size of fish feed is determined by considering the size of the body and 
fish's mouth opening. The larger the size of the fish and the opening of the fish mouth, the 
greater the size of the feed. Natural fish food is usually in the form of plankton, moss, worms, 
snails, shrimp, and fish. Other types of fish food can be observed from the length of the 
intestine. Fish with intestinal length 3 - 7 times their body length are herbivores. Fish with 
intestinal length equal to body length are carnivores (Effendi, 2002). 

The results of the gastric surgery from 26 gastric contents exhibited that most of the 
lais fish caught in the waters of Rawa Danau Panggang consumed phytoplankton organisms 
from the Navicula genera. The value of the volumetric measurements of Navicular 
phytoplankton organisms reached 88.46%. The volume of Navicular phytoplankton 
organisms measured in all samples reached 23 ml. This exhibited that the phytoplankton 
Navicula organism is the main food for lais fish caught in the waters of Rawa Danau 
Panggang. Effendi (2002) states that differences in the number of food organisms eaten by 
fish occur due to differences in the distribution of organisms in each region. Factors affecting 
the preferences of aquatic organisms on food are the spread of food organisms, food 
availability, fish preference, and aquatic environmental factors. 

The following is the Preponderance Index Chart of the contents of the lais fish stomach 
(Cryptopter spp) in July 2017, October 2017, January 2018 and April 2018: 
 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 

Figure 1 – Percentage of total fish index of preponderance (Cryptopter spp) 

 
The food composition found in the stomach of the Lais Fish is quite diverse. 

The phytoplankton group has 27 genera from 3 phyla, Zooplankton 6 genera from 2 
divisions, and Nekton 1 genera from 1 division. Figure 1 exhibited that most gastric contents 
(Cryptopter spp) are from phytoplankton groups. The highest genus is 5, namely Navicula 
with IP = 26.71%, Diatoma with IP = 20.33%, Tabellaria with IP = 12.43%), and Nitzschia 
with IP = 8.54%, which are several genera from Phylum Chrysophyta, and Gonatozygon with 
IP = 5.35 % which is the genera of Phylum Chlorophyta. Effendi (2002) stated that the 
primary food ranges from> 25%, 4-25% is complementary feed, and <4% is additional food. 
Therefore phytoplankton Navicular organisms are the primary foods of Lais Fish. 
Phytoplankton Diatoma organisms, Tabellaria, Nitzschia, and Gonatozygon are 
complementary foods. Other phytoplankton, zooplankton and nekton organisms are 
additional foods. 

Lais fishes were caught in sampling I, II and IV, namely in July 2017, October 2017 and 
April 2018. In sampling III, namely in January 2018, lais fish were not caught in fishing nets. 
Figure 2 exhibited that food from the group of Navicular phytoplankton organisms is always 
found in the stomach of the fish for each sampling period. However, there were differences in 
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the composition of the lais fish food for each sampling. The largest percentage in July and 
October 2017 were phytoplankton Navicular organisms (IP = 32.89% and IP = 27.61%), 
while in April 2018 the largest percentage was Diatoma phytoplankton organisms (IP = 
18.44%). The two phytoplankton genera are from Phylum Chrysophyta. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 2 – Temporal Percentage of Lais Fish Preponderance Index (Cryptopter spp) 

 
Phytoplankton organisms from Phylum Cyanophyta and Chlorophyta, groups of 

zooplankton organisms from Phylum Protozoa and groups of nekton (fish) organisms from 
Phylum Chordata are the smallest percentage group of Lais Fish composition. Oedogonium 
from Phylum Chlorophyta is the smallest percentage food group (0.44%) in July 2017. 
Rivularia from phytoplankton group Cyanophyta and Uroglene phyla zooplankton from 
Phylum Protozoa is the smallest group of Lais Fish food, 0.05% respectively. 
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Based on the highest percentage of food types, the primary food of lais fish is Navicula 
phytoplankton organisms from Phylum Chrysophyta. The differences of food composition in 
the fish stomach on each sampling period are very closely related to the food availability in 
nature and environmental conditions. Fish could consume natural foods, such as 
phytoplankton, which are in the waters. Lais fish are omnivores, hence they eat plankton, 
aquatic plants, and small fish. 
 

Table 2 – Average Value of Water Quality Parameters 
 

No Water Quality July 2017 October 2017 January 2018 April 2018 PP No 82 2001 

1 Temperature (C) 30.9 29.97 28.68 30.49 Deviation 3 

2 Clarity(cm) 41.75 35 56.17 39 - 
3 Current Speed (m/second) 0.06 0.08 0.08 0.05 - 
4 DO (ppm) 4.21 3.63 2.3 2.93 3 
5 BOD (ppm) 19.72 22.67 28.9 23.12 6 
6 pH 6 6.1 5.22 5.13 6-9 
7 Nitrate (ppm) 0.14 0.14 0.22 0.28 20 
8 Posfat (ppm) 0.11 0.25 0.45 0.16 1 

 
Peat swamp ecosystem experiences a period of deep water during the rainy season 

and shallow water during the dry season. According to Junk and Wantzen (2004), these 
depth fluctuations are due to the overflow of rivers, lakes and/or rainwater. Rawa Danau 
Panggang depth fluctuation is due to overflow of water from the Barito River and the Negara 
River during the rainy season. Water quality conditions during sampling of lais fish for July 
2017, October 2017, January 2018 and April 2018 (sampling I, II, III and IV), is exhibited in 
Table 2. 

Based on the water quality data, the average temperature in all sampling still exhibited 
sufficient temperature conditions for fish life (28.68 - 30.9oC). This is also supported by Boyd 
and Kopler 1964 in Buchar (1998) that the optimum temperature for fish growth in the tropics 
is 20-30oC. Temperature is one of the parameters of the aquatic environment that affects 
aquatic biota physiological functions (Effendi, 2003; Muliadi, 2011). The average flow velocity 
in all sampling also was not significantly different (0.05 - 0.08 m / sec). Flow is relatively slow 
because swamp waters are classified as closed waters and its currents depend on the wind. 
The water supply from the Barito River and the Negara River does not significantly affect the 
currents in Rawa Danau Panggang. 

Water clarity is also influenced by the rainfall during water sampling. Changes in 
seasonal water clarity affect the condition of water quality (Hartoto, 2000; Effendi, 2003), and 
the rhythms of fish life (Lukas and Minggawati, 2014). The highest clarity occurs in January 
2018 (56.17 cm) during the rainy season. The lowest clarity occurs in October 2017 (35 cm) 
during the transition from the dry season to the rainy season. The rainy season causes 
increase water level due to rainwater and river water flowed from the Barito River and the 
Negara River. Water depth also affects water clarity. The season transition causes 
turbulence and lifts sedimentation at the bottom of the river, therefore the waters become 
cloudy. 

DO and pH values are directly proportional. DO and pH in July (4.21 ppm for DO and 6 
for pH) and October 2017 (3.63 ppm for DO and 6.1 for pH) meet Water Quality Standards 
based on PP No. 82 of 2001. July and October is the dry season period, hence there is no 
rain supply affecting dissolved oxygen conditions. The pH of peat swamp waters tend to be 
acidic (Center for Agricultural Land Research and Development, 2008). The value of BOD at 
all sampling period does not meet water quality standards as each exceed the water quality 
standard (> 6 ppm). Whereas nitrate and phosphate values at all sampling periods metwater 
quality standards (<20 ppm for nitrates and <1 ppm for phosphate). 

Analysis of water quality data as supporting data of this study exhibited that the 
characteristics of Rawa Danau Panggang waters are dominated by DO, pH and BOD factors. 
The characteristics of Rawa Danau Panggang waters also determine the presence of 
plankton which is a food source for lais fish (Cryptopter spp). 
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CONCLUSION 
 

The food composition in the lais stomach (Cryptopter spp) is mostly phytoplankton 
Navicula organisms from Phylum Chrysophyta. Navicules are almost always found in all of 
the filled fish stomachs at all sampling period. Volumetric measurements reached 88.46% 
and the average Preponderance Index (IP) was 26.71%. Therefore phytoplankton Navicula 
organisms from Phylum Chrysophyta is the main food of Lais Fish (Cryptopter spp). 

Temporal food composition exhibited in July 2017 is dominated by Navicula (IP = 
32.89%), October 2017 is also dominated by Navicula (IP = 27.61%), and April 2018 is 
dominated by Diatoms (IP = 18.44%). The two phytoplankton genera are from Phylum 
Chrysophyta. In January 2018 lais fish were not caught in fishing nets. 

Analysis of water quality data as supporting data of this study exhibited that the 
characteristics of Rawa Danau Panggang waters are dominated by DO, pH and BOD factors. 
The characteristics of the Rawa Danau Panggang waters also determine the presence of 
plankton which is a food source for lais fish (Cryptopter spp). 
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ABSTRACT 
The research aims at studying the kinds of nutrients and interval given on the yield of 
strawberry plants. This research was conducted at Mendirat Village, District of Kranggan, 
Temanggung Regency, Indonesia, from June until to September 2017 and March until to 
September 2018. Two treatment factors were arranged in Randomized Complete Block 
Design with three replications. The first factor was the kinds of nutrients of seven levels i.e. 
rice water, MSG, shrimp paste, brown sugar, brown sugar and rice water, brown sugar and 
MSG, and brown sugar and shrimp paste. The second factor was the interval in applying the 
treatment, which consisted of two levels,, i.e. every 5 days and every 10 days. The result of 
this research showed that the kinds of nutrients with brown sugar and shrimp paste and 
interval given of 10 days produced the hight yield weight of fruit per plant and weight per 
fruit. 
 
KEY WORDS 
Nutrients, interval, strawberry, yield. 
 

Strawberry plants (Fragaria x ananassa Duchesne) are not native to Indonesia. It is 
good for our health. Apart from containing vitamins and minerals, strawberries, especially the 
seeds and leaves, contain ellagic acid, which acts as an anti-carcinogen and anti-mutagen 
important for human health. Ellagic acid is a compound of phenol potential as a cancer 
inhibitor due to hazardous chemical compounds (Suprihatin and Saraswati, 2005). This plant 
comes from the Chile region planted in sub-tropical climates. Until now, the strawberry 
center is still limited in the highland areas of Cipanas, Cianjur, and Lembang (Bandung), 
Batu (Malang), and Bedugul (Bali) (Widyaningsih, 1997). 

The average strawberry yield per plant is 1-2 kg of fruit/year, so it is much lower when 
compared to its yield in the origin area, which can reach up to 3-5 kg for the Joliette variety 
(Khanizadeh et al., 1996). This is caused by the rather low percentage of flower formation 
into fruits, which is only 50% to 60%, and the fruit formed is small, so the yield is low; this 
may be related to cultivation that has not been carried out optimally although many methods 
have been in practice. Cultivation techniques such as planting, irrigation, fertilizing, pruning, 
and pest control can determine the yield and quality of strawberries (Cahyono, 2011). 

In general, agricultural land does not contain enough nutrients for plants, so it is 
necessary to add nutrients in the form of organic fertilizers (Anonymous, 1986). According to 
Prihmantoro (1999), the use of organic fertilizers is better when compared to inorganic 
fertilizers, since the later can lead to soil damage, i.e. making the soil structure becomes 
hard, if used continuously. 

The use of materials that benefit the soil such as rice water, shrimp paste, and 
Javanese traditional brown sugar is one example of the concept of low input technology in 
handling soil fertility (Alibasyah, 2000). The success of strawberry cultivation (Fragaria 
chiloensis L.) is very dependent on the presence of soil organic matter, because soil organic 
matter is able to influence the physical, chemical, and biological properties of the soil 
(Wardhani, 2010). 

The influence on the physical properties of the soil is improving soil structure and 
increasing the absorption of groundwater. The influence on the biological nature of the soil is 
to increase the activity of microorganisms in converting organic matter into forms available to 
plants. The effect on soil chemical properties is to increase nutrient content and cation 
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exchange capacity, so nutrient for plants become available (Darmawijaya, 1990). 
Fertilization can increase soil fertility to increase yields both in quantity and quality. 

What need to be considered in the use of these materials is the intervals to be in 
accordance with the needs of the plant. Provision of fertilizers with excessive doses will 
result in inefficient fertilization (Anonymous, 2007). Less fertilizer than recommended will 
result in less optimal growth and will affect plant physiology (Sumaryo, 1993). Fertilizer 
interval is needed to add required nutrients because it will affect photosynthesis that affects 
plant growth and development. 
 

METHODS OF RESEARCH 
 

The research was in the form of a pot experiment using a Complete Randomized 
Block Design, which was arranged in Factorial (7 x 2). The study used three (3) replications 
as blocks. The first factor was the type of nutrients consisting of 7 levels: rice water, MSG, 
shrimp paste, brown sugar, brown sugar and rice water, brown sugar and MSG, brown sugar 
and shrimp paste. The second factor was the interval of applying the treatment consisting of 
2 levels: once every 5 days and 10 days. 
 

RESULTS AND DISCUSSION 
 

Variance shows that the types of nutrients do not significantly affect the time of 
flowering, number of flower bunches, number of flowers, number of fruits, acidity content, 
and vitamin C content (Figures 1, 2, 3, 4, 10, 11). However, the types of nutrients cause very 
significant differences in fruit weight per plant, weight per fruit, and sugar content (Figures 5, 
6, 9) and there has been interaction between types of nutrients and treatment intervals on 
fruit weight per plant and weight per fruit (Figure 7, 8). The combination of types and 
intervals do not cause significant differences for the acidity and vitamin C content (Figures 
10, 11). 
 

 
Figure 1 – Bloom on different nutrients types 

and different treatment intervals 
Figure 2 – Number of flower bunches on different 
nutrients types and different treatment intervals 

  

 
 

Figure 3 – Number of fruit on different 
nutrients types and different treatment 

intervals 

Figure 4 – Number of flowers on different 
nutrients types and different treatment intervals 
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Figure 5 – Weight per fruit per plant on 
different nutrients types and different 

treatment intervals 

Figure 6 – Total weight of fruit per plant on 
different nutrients types and different treatment 

intervals 

 
 
 

 
 
 
 
 
 
 
 
 

Figure 7 – Interaction of different nutrients types 
and different treatment intervals on total weight 

of fruit per plant 

Figure 8 – Interaction of different nutrients types 
and different treatment intervals on weight per fruit 

 
 
 
 
 
 
 
 
 
 
 

Figure 9 – Sugar content (% Brix) on different 
nutrients types and different treatment intervals 

 
 
 
 
 
 
 

Figure 10 – Acid content (%) on different 
nutrients types and different treatment intervals 

 
 
 
 

 
Figure 11 – Vitamin C content (mg/100 g of fresh 

fruit) on different nutrients types and different 
treatment intervals 

Figure 12 – Average sugar content (% Brix) 
on different nutrients types 
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Notes on figures: A - Rice water; E - Brown sugar and rice water; B - MSG; F - Brown 

sugar and MSG; C - Shrimp paste; G - Brown sugar and shrimp paste; D - Javanese brown 
sugar. 

Types of nutrients do not significantly cause differences for the time of flowering, 
number of flower bunches, number of flowers, and number of fruits. Different nutrient types 
show similar response related to flowering, the number of flower bunches, the number of 
flowers, and the number of fruits. This is because nutrients, other than the brwon sugar and 
shrimp paste, have less nutrient content, so it produces low photosynthate during 
photosynthesis mainly used for plant growth. Photosynthate formed with treatments other 
than the combination of brown sugar and shrimp paste gives the same results for flowering, 
number of flower bunches, number of flowers, and number of fruits. 

Further DMRT 5% testing on types of nutrients gives significantly different results on 
fruit weight per plant and weight per fruit (Figure 5, 6). The highest fruit weight per plant is 
285.04 grams and the highest weight per fruit is 9.87 grams for the brown sugar and shrimp 
paste. The brown sugar contains high carbohydrates, crude protein (fiber), minerals, vitamin 
A, vitamin E, vitamin B12, folic acid, ascorbic acid, riboflavin, lactoflavine, Fe, Ca, and 
carotene. It comes from coconut sap so it contains a lot of cytokines. Cytokines are a growth 
regulator that plays a role in cell differentiation, stimulating plant growth. 

Shrimp paste is one of the salting fermented products of fish or shrimp. 100 grams of 
shrimp paste, according to Suprapti (2001), contains 30.0 grams protein, 3.5 grams fat, 3.5 
grams carbohydrate, 23.0 grams minerals, 100.0 mg calcium, 250.0 mg phosphorus, 3.1 mg 
iron, and 40.0 grams water. Shrimp paste is an organic fertilizer, so it can improve soil 
physical, soil chemistry, and soil biology. 

Fertilizers containing phosphorus elements are important for plant generative growth, 
namely root growth, flower formation, fruit formation, seed formation, and fruit ripening 
(Darmawijaya, 1990). Shrimp paste contains large phosphorus. 

Phosphorus in plants acts as a constituent of cell nuclei; it is also important in cell 
division and development of meristematic tissue and is needed for the formation of 
carbohydrates and for the efficiency of the chloroplast activity and metabolic activity (Wilkins, 
1984). Plants need phosphorus the most during root growth, flower, and fruit formation 
(Anonymous, 2007). 

Sugar and shrimp paste as organic fertilizers can improve soil fertility both physically, 
chemically, and biologically. These results in the soil structure becoming loose or crumbly, 
as nutrients are added, leading to the increase in the activity of microorganisms, so nutrients 
become available and can be absorbed by plants. As nutrients increases, the photosynthesis 
processes become better, photosynthate formed increase, and fruit formation also 
increases, thus increasing the weight of the fruit per plant and making the fruit bigger 
(Wilkins, 1984). Bigger fruit sizes result in increased fruit weight leading to higher levels of 
substances in the tissues such as vitamin C, sugar, water, carbohydrates, proteins, and 
minerals. This is in accordance with the study of Susilowati et al. (2017), that treatment of 

Figure 13 – Average sugar content (% Brix) on 
different nutrients types 

Figure 14 – Average vitamin C content (mg/100 g 
of fresh fruit) on different nutrients types 
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brown sugar and shrimp paste on strawberry plants providing the highest sugar and vitamin 
C content. 

Further DMRT 5% testing on types of nutrients gives significantly different results. 
Brown sugar and shrimp paste provide the highest sugar content of 8.42% Brix. The brown 
sugar contains high carbohydrates, crude protein (fiber), minerals, vitamin A, vitamin E, 
vitamin B12, folic acid, ascorbic acid, riboflavin, lactoflavine, Fe, Ca, and carotene. It comes 
from coconut sap so it contains a lot of cytokines. Cytokines are a growth regulator that 
plays a role in cell differentiation, stimulating plant growth. 

The brown sugar and shrimp paste as organic fertilizers can improve soil fertility 
physically, chemically, and biologically (Alibasyah, 2000), resulting in the soil structure 
becoming loose or crumbly, as nutrients are added, leading to the increase in the activity of 
microorganisms, so nutrients become available and can be absorbed by plants. As nutrients 
increases, the photosynthesis processes become better and photosynthate formed increase 
as well. Thus, more carbohydrates are formed so that it can increase the sugar content in 
strawberries and make strawberries taste sweeter. 

Organic fertilizers are generally complete, meaning they contain essential macro and 
micro nutrients even in small amounts. Organic fertilizer must not only be given once but 
should be repeated many times according to plant needs (Herlambang, 2001). 

The highest sugar content is for fruit treated with nutrients from brown sugar (7.89% 
Brix), followed by rice water (7.07% Brix), and shrimp paste (7.02% Brix); yet, the figures are 
not significantly different, as only one type of nutrient is used. This is different from using two 
types of nutrients, namely brown sugar and shrimp paste--it can provide the highest sugar 
content. 

Treatment Intervals. Variance shows that the treatment intervals do not significantly 
affect the time of flowering, number of flower bunches, number of flowers, number of fruits, 
acidity content, and vitamin C content (Figures 1, 2, 3, 4, 10, 11). With treatment intervals of 
5 days and 10 days, the same response is obtained for all aspects. However, the intervals 
lead to significantly different results for fruit weight per plant and weight per fruit (Fig. 5-6). 

Further DMRT 5% testing shows that treatment intervals do not significantly affect fruit 
weight and weight per fruit. The ten-day interval gives the highest weight on fruit weight per 
plant of 158.30 grams and weight per fruit of 8.06 grams. The brown sugar and shrimp paste 
as an organic fertilizer decomposed in a rather long time so the ten-day interval has helped 
to make nutrients available. Available nutrients can be absorbed by plants (Sumaryo, 1993). 

Organic fertilizers contain smaller amount of macro and micro nutrients compared to 
inorganic fertilizers. Organic fertilizers have slow release properties, so the nutrients 
available for plants can be fulfilled for a long time, leading to good sustainability (Sumaryo, 
1993). Therefore, organic fertilizers must be applied repeatedly so nutrient can be fulfilled for 
plant growth and development. The interval is influenced by the phase of plant growth 
(Wilkins, 1984). At the intervals, the nutrients needed for plant growth and development can 
be fulfilled, so the same response happen to flowering, number of flower bunches, number of 
flowers, number of fruits, sugar content, acidity content, and vitamin C. 

Organic fertilizers are generally complete, meaning they contain essential macro and 
micro nutrients even in small amounts. Organic fertilizer must not only be given once but 
should be repeated many times according to plant needs (Herlambang, 2001). 

Interactions between nutrients and treatment intervals. There has been no significant 
difference on the interaction between nutrients and treatment intervals for flowering, number 
of flower bunches, number of flowers, number of fruits, acidity content, and vitamin C content 
(Figures 1, 2, 3, 4, 10, 11); the same response is obtained for all aspects. 

The interaction between nutrients and treatment intervals significantly affect for fruit 
weight per plant and weight per fruit. Further DMRT 5% testing on the interaction of the 
administration of brown sugar and shrimp paste in the ten-day interval gives the highest 
results on fruit weight (285.04 grams) and weight of fruit per plant (13.61 grams) (Fig. 7-8). 

The brown sugar and shrimp paste as an organic fertilizer decomposed in a rather 
long time so the ten-day interval has helped to make nutrients available. Available nutrients 
can be absorbed by plants leading to high fruit weight and fruit weight per plant. 
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CONCLUSION 
 

Brown sugar and shrimp paste and the 10-day nutrition interval provide the highest 
yield on fruit weight per plant, weight per fruit, and sugar content. The combination of brown 
sugar, shrimp paste, and the ten-day interval gives the highest yield on fruit weight per plant 
and weight per fruit. 
 

REFERENCES 
 
1. Alibasyah, M. 2000. Peranan Bahan Organik Untuk Menunjang Pertanian Berkelanjutan 

pada Lahan Kering. Topik Khusus. Program Pasacasarajana. UNPAD, Bandung. 
2. Anonim. 1986. Menuju Pemupukan Berimbang guna Meningkatkan Jumlah and Mutu 

Hasil Pertanian. Direktorat Jendral Tanaman Pangan. Direktorat Penyuluhan Tanaman 
Pangan. 49 h. 

3. 2007. Stroberi sebagai Antioksidan. Trubus. 36 (?): 143 h. 
4. Cahyono, B. 2011. Sukses Budidaya Stroberi di Pot and Perkebunan. Lily Publisher. 

Yogyakarta. 96 h. 
5. Darmawijaya, I. 1990. Klasifikasi Tanah, Dasar Teori bagi Peneliti Tanah and 

Pelaksanaan Pertanian. UGM. Yogyakarta. 411 h. 
6. Herlambang, S.S. 2001. Peranan pertanian organik dalam pembangunan pertanian 

berkelanjutan. Jurnal Wimaya. Yogyakarta. No XIX (32): 26-28. 
7. Khanizadeh, S., D. Buszard, O. Carries and P.O. Thibodeau. 1996. Joliette Strawberry. 

Plant Science 31 (6); 1036 – 1037. Canada. 
8. Medina, L and Miranda. 2007. Strawberry Production from Transplants Fumigated with 

Methyl Bromide Alternatives. Hort. Sci. 5 (3): 407 – 416. 
9. Prihmantoro. 1999. Memupuk Tanaman Sayuran. Penebar Swadaya. Jakarta. 52 h. 
10. Rohmayati, M. 2013. Budidaya Stroberi Di Lahan Sempit. Infra Pustaka. 122 h. 
11. Rukmana, R. 1999. Stroberi. Budidaya and Pasca Panen. Kanisius. Yogyakarta. 79 h. 
12. Sumaryo. 1993. Pengantar Ilmu Kesuburan Tanah. Fakultas Pertanian. Universitas 

Sebelas Maret. Surakarta. 84 h. 
13. Supriatin, B and D Saraswati. 2005. Berkebun Stroberi Secara Komersil. Penebar 

Swadaya. Jakarta. 107 h. 
14. Suprapti., M.L, 2001. Membuat Terasi. Kanisius, Yogyakarta. 
15. Wardhani, I.K. 2010.Pertumbuhan, Hasil, and Nilai Gizi Stroberi melalui Peningkatan 

Slurry Biogas and Pupuk Kandang. Agric 22 (1): 1-8 
16. Widyaningsih Saumadi. 1997. Budidaya Stoberi di Pot and Kebun. Aneka. Bogor. 71 h. 
17. Wilkins, M.B. 1984. Advanced Plant Physiology. Pitman Publishing Limited. London. 

512 p. 
18. Susilowati, Y.E., R. Sarwitri and Marlina, P.S. 2017. Nutrisi Meningkatkan Kualitas Hasil 

Tanaman Stroberi. Fakultas Pertanian Universitas Tidar. 43 h. 



RJOAS, 1(85), January 2019 

546 

DOI 10.18551/rjoas.2019-01.67 
 

THE SOCIO-ECONOMIC DIMENSION AND ITS INFLUENCE TOWARDS THE LEVEL 
OF TECHNOLOGY APPLICATION FOR SHRIMP FARMS IN PARIGI MOUTONG, 

CENTRAL SULAWESI, INDONESIA 
 

Yasin Muhammad 
Faculty of Economics, University of Alkhairaat, Central Sulawesi, Indonesia 

E-mail: yasinmel18@gmail.com 
 
ABSTRACT 
The research was conducted to identify the influence of socio-economics dimension, which 
consisted of financial capital, frequency of training on agriculture, and product price as well 
as their implication towards the level technology application in and productivity of shrimp 
farm. The research methodology was survey and the survey was conducted in Parigi 
Moutong Regency, Central Sulawesi, Indonesia. The sampling method was "two stage 
cluster sampling". The number of samples was 54 respondents who live in four villages in 
three different subdistricts, namely Dolago and Boyantongo in South Parigi Subdistrict, 
Malakosa in Balinggi Subdistrict and Sausu Piore in Sausu Subdistrict. The data collection 
methods were questionnaire and documentation from secondary source. The data analysis 
method was multiple linear regression. The analysis indicated that financial capital, 
frequency of training on agriculture, and sales price had simultaneous influence towards 
technology application. Frequency of training on agriculture had partial, significant influence 
towards technology application level significantly, but the other factors did not. 
 
KEY WORDS 
Financial capital, frequency of extension, salling price, technology aplication, shrimp farms. 
 

Indonesia is a maritime country famous for its fish and marine biota. Its strategic 
geographical location and abundant marine resources become competitive advantage for 
Indonesia and potentials to develop their national economy. Science, technology and 
professional management are three requirements to maximize this resource-based industry 
(Wicaksana, 2003: 1). 

The main reasons that makes fisheries an important commodity in Indonesia are 
(1) Indonesian seas have abundant fish; (2) there is an increasing trend in the contribution of 
the fisheries sub-sector towards the agricultural sector; and (3) fish are nutritious food with 
high economic value (Dahuri; 2002). 

Shrimp is a type of marine resource that has the highest potential for export and 
generating foreign exchange for the country. More than 50 percents of Indonesian foreign 
exchange come from shrimp. Thus, shrimp industry is a promising industry to develop. Long 
economic recession did not seem to influence shrimp price and the demand for this 
commodity kept increasing. 

In 1980, there were only 182,400 ha of shrimp farms in Indonesia; the number 
increased to 344,759 ha in 1999 and the potentials are 866,550 ha. These numbers show 
that only 39.78% of the potential areas are used as shrimp farms (DKP, 2005). Furthermore, 
it is estimated that Indonesian fishermen can catch up to 74,000 tons of shrimp per year, and 
have been able to catch around 70,000 tons per year so far. In other words, the fishermen 
have been able to catch 95% of the marine potentials (Amri, 2003: 3). 

Optimum shrimp cultivation and fishing have positive impact towards Indonesian 
foreign exchange. In 2015, most (approximately 70%) of the tiger shrimp farms in Indonesia 
is run based on conventional methods. Production volume of these tiger shrimp farms is 0.35 
tons/ha/mt. 

An area that has the highest potential for shrimp cultivation is Parigi Moutong, one of 
13 municipalities/cities in Central Sulawesi, Indonesia. Shrimp farms in Parigi Moutong are 
run based on traditional method and their average production is 0.175 tons/ha/mt. One 
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method to increase economic contribution of tiger shrimp commodity in Parigi Moutong is to 
conduct an in-depth study to determine what causes lacking amount of technology 
application in the tiger shrimp farms and find out solutions to increase technology application 
in the cultivation area. This study helps shrimp farmers managing their business in the future 
while increasing production and their household income. Therefore, it is important to 
investigate how much influence socio-economic dimensions have towards technology 
application for tiger shrimp farm in Parigi Moutong. 

Statement of Problem. Based on the background of the study, the statements of 
problem are described as follows: 

 Do socio-economic dimensions, which consist of financial capital, frequency of 
training on agriculture and sales price, have simultaneous influence towards level of 
technology application in shrimp farm in Parigi Moutong? 

 Do socio-economic dimensions, which consist of financial capital, frequency of 
training on agriculture and sales price, have partial influence towards level of 
technology application in shrimp farm in Parigi Moutong? 

Theoretical Framework. According to Gomes (as cited in Sulaeman 2005: 30), in 
general there are four factors that influence agricultural production, namely: (1) physical 
environmental factors, for example solar energy, soil fertility, topography, water and climate, 
(2) socio-economic environmental factors, such as government policies, facilities and 
infrastructure, economic instruments, institutions and economic structure of a community, 
(3) individual characteristics of farmers, and (4) technology. These factors are also applicable 
for aquaculture, for example topography, pond fertility, brackish water supply, ecosystems, 
and climate play a role in the success of tiger shrimp cultivation (Suyanto, et.al., 2003: 42). 

In aquaculture, some factors are directly related to production while some others are 
not. Smith (1986, as cited in Ismuha 1988: 9) stated that factors that have direct influence 
towards production are stocking density and supplementary food, while those that are not 
directly related to production are fertilizers and pesticides. However, application of fertilizers 
and pesticides is directly related to production. Ismuha's study (1988) discussing 
intensification of tiger shrimp farm in Aceh Besar reported that production depends on factors 
such as environment (soil pH, salinity), stocking density, supplementary food, fertilizer, 
pesticides, labor, management and applied technology. 

The finding of an experiment in Jeneponto, South Sulawesi in 2005 showed that 
application of technology called Intensifikasi Pembudidayaan (Inbud) in 0.4 hectare-width 
ponds where 50,000 shrimp fries were spread and kept for 4 months, produced 750 kgs of 
fresh shrimp or 25-30 shrimps/kg. 

Objective of the Study. The objective of the study is to identify influence of socio-
economic dimensions, which consist of financial capital, frequency of training on agriculture, 
and sales price towards technology application in tiger shrimp farm in Parigi Moutong, 
Central Sulawesi, Indonesia. 
 

METHODS OF RESEARCH 
 

The study was conducted to describe how much influence economic dimensions had 
towards technology application for shrimp farms in Parigi Moutong, Central Sulawesi. There 
are 8 (eight) sub-districts in Parigi Moutong where shrimp farms are located. 

The research method was survey. Singarimbun, et.al (1989: 3) defined survey as an 
investigation that explains existing factors and phenomena as well as provides factual 
information about an institution or social, economic and political situation taking place in an 
area. The data were divided into two, primary and secondary data. 

The sampling technique was “two stage cluster sampling.” First, the researcher 
selected two out of eight sub-districts in Parigi Moutong where shrimp farms are located. The 
second was to select two villages from two selected sub-districts because they applied the 
same type of technology (homogen). The samples were Dolago and Boyantongo villages in 
Parigi sub-district, and Tolai and Sausu Piore villages in Sausu sub-district. 
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The bound of error was 0.1 and the formula to determine size of sample was as 
follows: 
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Using the level of significance () = 0.05 and bound of error  = 0.1, out of 124 tiger 

shrimp farmers in the 4 (four) selected, the researchers selected 54 farmers as the sample. 
The proportional allocation formula was implemented to determine the distribution of sample 
from the 4 (four). Scheaffer, et.al (1990: 114) stated that proportional allocation is a method 
of determining size of a sample according to total number of population. The proportional 
allocation formula used was as follows: 
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The respondents were 54 shrimp farmers who owned a shrimp farm in the selected location. 
Table 01 described number of samples involved from each of the villages. 
 

Table 2 – Sample Description 
 

No Sub-District Village Total Sample Population 
1. 
2. 

Parigi 
Sausu 
 

1. Dolago 
2. Boyantongo 
1. Tolai 
2. Sausu Piore 

15 
11 
13 
15 

34 
25 
30 
35 

Total 54 124 

 
The data collection method, for both statements of problem, was multiple linear 

regressions. 
 

RESULTS AND DISCUSSION 
 

Farmer’s age determines productivity because age is closely related to how much work 
shrimp farmers can do. Azwar (2002) and Soekartawi (1988) as cited in Purwantiningdyah 
(2003: 84) argued that individual characteristics, such as age, affect adoption of innovation. 
Adoption of innovation can be divided into four age groups, namely 20 – 35 years old as 
early applicator, 36 – 45 years old as initial applicator, 46 – 50 years old as final applicator 
and over 50 years old as rejectors (Wiraatmaja 1984 in Sulaeman 2005: 76). 

Based on the analysis 31 or 57.41 percents of the respondents were classified as both 
early applicator and final applicator, which means that they were aware of the importance of 
technology for tiger shrimp cultivation. Tiger shrimp cultivation requires rationale or logical 
thinking because it takes a serious management and a lot of capital to run a successful 
shrimp farm. The farmers should select how much seeds they will stock and when they 
should stock them very carefully. 

Farmer’s level of education will affect their ability and skills to receive innovation and 
absorb farming-related information. Well-educated farmers will accept, apply and even 
develop a new technology for developing their business more easily. 
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The findings showed that 55.56% of the farmers graduated elementary or junior high 
school. In other words, their level of education was relatively low. Education plays pivotal role 
in farmers’ ability to run their business professionally and use all resources they can access 
to increase production. Well-educated farmers had more chance to develop their business as 
they can accept innovation and use new advances of technology more easily. 

Farming experience is closely related to farmer’s action and thinking skills, which 
influence their interest, need and problem-solving methods (Gagne, 1967 as cited in 
Purwantiningdyah 2003: 87). Having heard about the most current trend in technology, a 
well-experienced farmer (year of farming became the indicator) would calculate business risk 
carefully and therefore, did not change their perspectives or methods as quickly without 
analyzing the technology. 

The tiger shrimp farmers in Parigi Moutong are experienced farmers; 61.11% of the 
farmers have been running shrimp cultivation for more than 15 years. It showed that 
empirical evidence and effective methods are needed prior to changing their farming method. 

The respondents started working at their parents’ shrimp farm and had their own 
shrimp farm when they grew older. Thus, these farmers learned farming methods from their 
parents (a set of habitual concept passed between generations). 

In the tiger shrimp farm in Parigi Moutong, the farmers applied advances of technology 
for: (1) shrimp pond reconstruction, (2) irrigation (water management), (3) soil management, 
fertilizer application and fish feed, (4) stocking, (5) pest and disease control, and (6) harvest 
and post-harvest. Criteria used to determine level of technology application for the tiger 
shrimp farm in Parigi Moutong are: (a) good (3), (b) fair (2), and (c) poor (1). 

Based on the previous study (Yasin Muhammad, et.al: 2015) and the criteria, it can be 
concluded that 66.67% of the total 54 respondents had fair level of technology application 
and 33.33% had good level of technology application. 

The shrimp farm had a low productivity because the farmers had very low stocking 
density. Neither farmers applied the traditional standardization of stocking density (20,000 – 
60.000 shrimp/hectare/mt). Stocking density is one of the indicators of technology 
application. High stocking density requires a suitable and regular application of fish feed as 
well as regular application of water pH, salinity, clarity (turbidity), oxygen content and 
temperature. 

Based on the observation, the shrimp farmers in Parigi Moutong were using traditional 
technology or extensive Plus. The technology application was categorized as “traditional 
plus” because the farmers did not provide supplementary fish feed; they relied on natural fish 
feed. The observation also revealed that the farmers took very little risk as they were still 
applying “Intensifikasi Tambak (Intam) B1,” a type of traditional polyculture intensification 
where shrimp and milkfish are kept in the same pond. 

Having obtained the level of technology application in the tiger shrimp farm in Parigi 
Moutong, the researchers proceeded to investigating factors that influenced application of 
such conventional technology. There are three factors underlying implementation of the 
traditional technology, namely capital, training on agriculture and sales price. 

The researchers used multiple regression analysis to investigate socio-economic 
dimensions that influence technology application in the shrimp farm. Table 3.01 showed 
result of the regression analysis. 
 

Table 3 – Result of Multiple Regression Analysis 
 

Variable Coefficient of Regression Standard Error tvalue 
Constant 52.9312 7.1040 7.4508 

Financial Capital (X1) 0.3827 2.0631 0.1854 
Training on Agriculture (X2) 0.7571 0.2740 2.7628 

Sales Price (X3) 0.5721 0.6739 0.8494 
 

F value = 3,592 
Coefficient of Correlation (R) = 0.6749 
Coefficient of Determination (R

2
) = 0.4556 
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The analysis showed that coefficient of determination (R2) was 0.4556, which means 
45.56% of technology application in the tiger shrimp farm in Parigi Moutong was influenced 
by variables inside the model, while the remaining was affected by variables outside the 
model. 

F value was 3.592 or higher than F table 0.05 (10; 43) 2.850. Thus, it can be concluded 
that all of the independent variables had simultaneous influence towards technology 
application (Yi) when the level of confidence is 95%. An increase or decrease in the 
independent variables would cause another increase or decrease in technology application. 
Result of the regression analysis on Table 4.28 can be transformed into the following 
equation: 
 

Yi = 52.9312 + 0.3827 X6 + 0.7571 X8 + 0.5721 X10 + ℮i 

 
The following procedure was to conduct t-test to investigate how much influence each 

independent variable had towards the dependent variable. 
The statistical analysis conducted to investigate partial influence of financial capital (X1) 

towards level of technology application (Yi) showed that t-value was 0.1854, not significant at 
95% level of confidence (α = 0.05) = 2.000. Positive regression coefficient showed that there 
is a positive relationship between financial capital and the level of technology application. It 
implied that one point increase in financial capital will result in 0.3827 percent increase in 
technology application and one point decrease in financial capital will decrease the 
application of technology by 0.3827 percent. 

The shrimp farmers in Parigi Moutong generally used their own money (one that they 
saved from previous harvests) and some loan from their family members and relatives. The 
tiger shrimp cultivation needs more capital (credit), but complicated bureaucracy prevented 
the farmers from getting loan from the banks. 

The statistical analysis conducted to investigate partial influence of training on 
agriculture (X2) towards level of technology application (Yi) showed that t-value was 2.7628, 
significant at 95% level of confidence (α = 0.05) = 2.000. Positive regression coefficient 
showed that there is a positive relationship between training on agriculture and the level of 
technology application. It implied that one point increase in training on agriculture will result 
in 0.7571 percent increase in technology application. 

Based on the finding, it can be concluded that training on agriculture had pivotal role in 
increasing the farmers’ knowledge and farming skills. Objective of the training is to develop 
the farmers’ knowledge on advances of technology that increase their shrimp farm 
productivity. 

Based on the field observation, 46.30% of the farmers rarely attended training on 
agriculture. Some farmers who joined a farmer’s association attended routine agenda their 
farmer’s association conducted. 

The statistical analysis conducted to investigate partial influence of sales price (X3) 
towards level of technology application (Yi) showed that t-value was 0.8489, not significant at 
95% level of confidence (α = 0.05) = 2.000. Positive regression coefficient showed that there 
is a positive relationship between sales price and the level of technology application. It 
implied that a one rupiah-increase in sales price will result in 0. 6739 percent increase in 
technology application. 

Based on the explanation, tiger shrimp sales price has positive influence towards 
technology application; increasing sales price encourage the farmers to apply advances 
technology for their shrimp farm. Between 1998 and 1999, when US$ 1 equals to 15,000 
rupiahs, the shrimp price was 150,000 per kg. The farmers applied some technology by 
increasing stocking density, providing supplementary fish feed and other inputs. 

The farmers sold their harvest for either 70,000 rupiahs/kg in which one kilogram 
consisted of 20 to 30 shrimps or 50,000 rupiahs/kg where one kilogram consisted of 30 to 40 
shrimps. 22 respondents (40.74%) stated that the pricing was low. Tiger shrimp sales price 
should be in line with international currency (US$ against IDR) because tiger shrimp is an 
export commodity with high international demand. 
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CONCLUSION AND RECOMMENDATIONS 
 

Financial capital, training on agriculture and sales price have both simultaneous and 
partial influence towards technology application for tiger shrimp farm in Parigi Moutong; 

Technology application has positive influence towards productivity of tiger shrimp farm 
in Parigi Moutong. Higher technology application will cause higher productivity. 

Based on the conclusion, very little financial the tiger shrimp farmers in Parigi Moutong 
has leads to low technology application. Therefore, government should establish policy that 
helps farmers accessing financial capital more easily. In addition, fast and massive transfer 
of knowledge, for example assistance on well-planned shrimp cultivation, is needed to 
increase farmer’s knowledge and skills on the current application of technology for tiger 
shrimp cultivation. 

Another important factor is to make sure that sales price of the shrimps can cover the 
farmers’ operational cost or even helps farmers gaining some profit. Therefore, the farmers 
can focus on their shrimp farm. The government should issue policy on reasonable tiger 
shrimp sales price. 
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ABSTRACT 
This study aims to analyze the linkages of agriculture sector to other sectors of the economy 
of Jambi Province and also to know the multiplier output and export multiplier of the 
agricultural sector. The agricultural sector which in fact is the dominant sector in Jambi can 
not develop optimally due to lack of maximum use of existing resources, so can not meet the 
needs of the region. The results of this study indicate that the structure of demand and 
supply tends to fluctuate; the structure of trade output has the largest contribution followed by 
the oil, gas and geothermal mining sector. The largest structure of value added is from the 
oil, gas and geothermal mining sector and is followed by the trade sector. GDP according to 
the largest business sector is from the agricultural sector and shows an increasing trend. 
The biggest number of output multipliers is the rubber sector, sawmills and wood processing, 
and other goods industries. While the biggest income multipliers are from the palm oil sector, 
other goods industries and the beverage industry. The biggest linkages between backward 
sectors are the rubber sector, sawmill and wood processing industry, and other goods 
industries. The biggest future linkages are the oil, gas and geothermal refining industry, 
financial institution banks, and other food industries. The key sectors in the economy of 
Jambi Province during the 2007-2016 were other food industry sectors, industrial goods from 
rubber and plastic, electricity and drinking water and land transportation. 
 
KEY WORDS 
Input-output, forward and backward linkages, Jambi province, multiplier. 
 

Indonesia is known as an agricultural country which means that the State relies on the 
agricultural sector both as a source of livelihood and as a support for development.The 
agricultural sector includes the food crops subsector, horticulture subsector, fisheries 
subsector, livestock subsector, and forestry subsector. Agriculture is one of the most 
dominant sectors in people's income in Indonesia because the majority of Indonesia's 
population works as farmers. But agricultural productivity is still far from expectations. One of 
the factors that causes a lack of agricultural productivity is human resources that are still low 
in processing agricultural land and its results.The majority of farmers in Indonesia still use 
manual systems in processing agricultural land. The role of the agricultural sector which 
includes food agriculture and horticulture, plantations, livestock and fisheries, in the economy 
of Jambi Province is still dominant. However, the productivity of the agricultural sector was 
the lowest compared to other sectors. 

The success of agricultural development requires several conditions or pre conditions 
which for each region are different. Pre-conditions include technical, economic, socio-cultural 
and others.. The general equilibrium theory is a branch of economic theory. It seeks to 
explain the behavior of supply, demand and prices in the economy as a whole or a lot with 
several markets, by trying to prove that the balance of goods prices exists and that all prices 
at equilibrium, then general equilibrium, differ from partial equilibrium. The input-output table 
is a description in the form of a row and column matrix that describes the transactions of 
goods and services and the linkages between other sectors (BPS Jambi Province, 2017). 
Input-Output Analysis shows that in the overall economy there are interrelationships and 
interdependencies between sectors. The output of a sector is an input for other sectors and 
vice versa, so that in the end the interconnection will lead to a balance between revenues 
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Input/Output 

(firmansyah, 2006) 

and supply in the economy as a whole. In the input-output model, a productive sector is 
identified with a production process or activity. 
 

METHODS OF RESEARCH 
 

The activity of an economic sector is inseparable from other economic sectors, so that 
a policy that is directly related to the sector will have an impact on the economy on a macro 
basis. Changes in one sector will affect other sectors. The role of the agricultural sector in 
Jambi Province was analyzed using input-output analysis. Backward and forward linkage 
analysis is used to determine the structure of the agricultural sector so that in the end it can 
be determined which sub-sector is the key sector in the agricultural sector. This research 
aggregates other sectors in the economy besides the agricultural sector, so that it can still be 
seen the influence of the agricultural sector on the economy as a whole. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

Figure 1 – Framework of Study 

 
Analysis Methods and Sources. Data in this studyusing Jambi Province GRDP, Jambi 

Province in Figures and the last using Jambi Province Input-Output Table 2008 - 2016. In 
this study data collection using the documentation method or technology coefficient like a 
comparison between the number of sector outputs i used in sector j (Xij) with the total input 
of sector j (Xj). This coefficient can be translated as the number of inputs from sector i which 
is in one sector output unit j. Systematically can be written (Mauludin, Dudi): 
 

Aij = 
𝑋𝐼𝐽

𝑋𝐼
 

Agriculture Sector 

(Forward Linkage) 
(Nazarah, S. 1997) 

(Backward Linkages) 
(Suhendra, Susy. 2004) 

(Analysis Multiplier Output) 

(Nazarah, S. 1997) 

(Analysis Multiplier Income) 

(Hartanto, B. Hidayah. 2007) 
(Analysis of Labor Multiplier) 

(Suhendra, Susy. 2004) 

Key Agriculture Sector 

Supporting the economy 
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The matrix can be arranged as follows: 
 

a11 X1 +a12 X2+............ + a1nXn + F1 = X1 

a21 X1 +a22 X2+............ + a1nXn + F2 = X2 

an1 X1 +an2 X2+............ + ann Xn + Fn = Xn 

 
If there have a change in the final demand, there will be a change in the national 

income policy. If written in the form of an equation, eating can be written as follows: 
 

AX + F = X atau F= X – AX X= (I-A)
-1

F 

 
Where: I =Identity matrices measuring n x n whose elements contain numbers one on the 
diagonals and zeros; F = Final request; X = Output; (I - A) = Leontief Matrix; (I - A)-1 = 
Leontief Reverse Matrix. 

Linkage analysis between sectors are divided into backward linkages and forward 
likages. The backward link is an analysis to determine the degree of relevance of a sector to 
other sectors that contribute input to it. The future link is an analytical tool to find out the 
degree of linkages between a sector that produces output, to be used as input for other 
sectors (Kuncoro, Mudrajat; 2001), stated as follows: 
 

Lbj = 
 𝑋𝑖𝑗𝑖−𝑗

𝑋𝑗
 =  𝑎𝑖𝑗𝑖−𝑗  

 
Where: Lbj - Backward linkage index; Xj - product valueto-j; Xij - Input value “i” provided for 
producing “j”; _ij - input-output Leontief Coefficient. 

The coefficient shown by Lbj as the effect level of backward linkages (backward 
linkages) if> 1 indicates that one unit of the final demand of the sector will create a change 
above the average for overall economic activity. The second type of linkage between sectors 
in the economy is forward linkage. Future linkages are obtained from inverse backward links, 
mathematical formulations namely: (Kuncoro, Mudrajad; 2001). 
 

Lt = j  𝑎𝑖𝑗 – 1 

 
Meanwhile in the calculation of future linkages, the Rassmusen method is also called 

the method of calculating sensitivity levels. Using the Rassmusen method the distribution 
power coefficient can be formulated as follows. 
 

αj = 
 𝑏𝑖𝑗𝑛
𝑡−1

1

𝑛
  𝑏𝑖𝑗𝑛

𝑡−1
𝑛
𝑡−1

 

 
Where: αj - power distribution coefficient; bij - the matrix element is the inverse of row i 
column to j; n - many matrix sectors. 

Criteria: 
a. if αj = 1, the backward link between the J sector is the same as the average linkage 

behind all economic sectors. 
b. if αj < 1, the backward link of the j sector is lower than the average linkage behind all 

economic sectors. 
c. if αj > 1, the backward linkage of the j sector is above the linkage average behind all 

economic sectors. Or the jth sector has a high influence from other sectors. 
The degree of sensitivity shows how much influence on the calculation of the future 

linkages is formulated with: 
 

βi = 
 𝑏𝑖𝑗𝑛
𝑡−1

1

𝑛
  𝑏𝑖𝑗𝑛

𝑡−1
𝑛
𝑡−1

 

 



RJOAS, 1(85), January 2019 

555 

Where: βi - coefficient of degree of sensitivity; bij - The matrix element from row i column to j; 
n - many matrix sectors. 

Criteria: 
a. if βi = 1 the future linkages of the second sector are the same as the average 

linkages in the future of all economic sectors. 
b. if βi < 1 the future linkages of the I sector are lower than the average linkages in the 

future of all economic sectors. 
c. if βi > 1 the future linkages of the i sector are above the average linkages in the 

future of all economic sectors. Or the second sector has the highest influence from other 
sectors. 

The coefficient shown by _i as the influence of the level of forward linkages if> 1 means 
that the sensitivity level of sector i is relatively higher than other sectors that have _i <1, 
namely the demand for production in other sectors is very influential in the growth of the 
sector i. A sector if the value coefficient is> 1 and _i> 1, then the sector is a key sector or it 
can be said as the leading sector in the economy in the region concerned, because it has a 
high level of forward linkages and backward linkages. The output multiplier number of a 
sector j is the total value of the output produced by the economy to meet (or as a result) a 
change in one unit of the final demand of the sector. The output multiplier is the number of 
columns of the Leontief inverse matrix element. By notation, formulated as: 
 

Oij = ∑iαij 

 
Where: I = 1, 2,...., n; αij = Leontief inverse matrix element; Oij = the output multiplier number 
j and _ij are matrix elements. 

The multiplier of household income of a sector shows the change in the amount of 
income received by the household created due to the addition of one unit of money to the 
final demand for a sector. Household income multiplier matrix: 
 

Hi = HR. Oj 

 
Where: HR = row vector n + 1, because the nth row belongs to the transaction matrix and 
input coefficient; HR = [ an + 1,1 an+1,2..... an+1n]. 
 

Xn + 1j

𝑋𝑗
 

 
Where: Xn + 1j on the formula is the same as row v (primary input) for each sector. 

The multiplier of the household income becomes: 
 

Hj =  𝑎𝑛 + 1𝑗𝑛
𝑖−1  

 
RESULTS AND DISCUSSION 

 
The percentage of final requests tends to fluctuate. Final demand increased from 50.58 

percent in 2007 to 52.79 percent in 2014 but declined again in 2016. Demand by domestic 
end consumers consisted of household and non-profit consumption, government 
consumption, capital formation and stock changes. The demand for goods and services by 
other production sectors in the context of production activities (intermediate demand) only 
reaches 25 percent of total demand, Table 1. 

Viewed from the supply side, the goods and services needed to fulfill the demand come 
from domestic production, outside Jambi Province or even from abroad (import). The 
tendency of declining imports on the supply side is in line with the continued increase in the 
supply of domestic production goods and services. Dependence on imported goods began to 
decrease from 17.21 percent in 2007 to 9.8 percent in 2014 and again increased in 2016 to 
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20.77. Meanwhile more than 90 percent of the supply of goods and services comes from own 
production. 
 

Table 1 – Year Requests and Offers 2007, 2014 and2016 (%) 
 

Year 
Demand Supply 

between Last Export Production Import 

2007 22,02 50,85 27,13 82,79 17,21 
2014 24,74 52,79 22,47 90,20 9,80 
2016 23,21 44,71 32,08 79,23 20,77 

average 23,32 49,45 27,22 84,07 15,92 

 
The output created from the production process as a sector within the framework of the 

Jambi provincial IO model utilizes the availability of primary inputs and intermediate inputs, 
Table 2. 
 

Table 2 – Output Structure of Jambi Province Year 2014 and 2016 
 

No Sector 
Contribution (%) 

2014 2016 

1 (43) trade 12,97 13,38 
2 (23) mining of oil, gas and geothermal 86,86 9,09 
3 (10) rubber 6,91 11,01 
4 (44) Hotels dan restaurants 6,53 - 
5 (51) Banks and financial institutions 5,85 - 
6 (42) Buildings 4,44 5,67 
7 (54) goverment and defense 3,54 3,33 
8 (12) palm oil 3,49 5,57 
9 (53) rent, real estate and company services 3,20 - 

10 (45) land transportation 2,81 - 
11 (24) non oil and gas mining and excavation - 3,05 

12 (55) community social services - 4,37 

13 (14) cinnamon - 3,72 

14 (50) communication - 3,69 

- 
Sub Total 58,61 63,30 

Others 41,39 36,70 

 
More than 50 percent of Jambi Province's total economic output is contributed by less 

than 10 main sectors. In 2014 the main sectors that dominated the creation of economic 
output in Jambi Province included: Trade (43), Oil, gas and geothermal (23) and Rubber 
(10). The ten main sectors in this period contributed 58.61 percent to the overall output, 
where the service sectors (tertiary) began to appear to dominate. 

The production process in 2016 shows changes in the ten main sectors that dominate 
the economic output creation of Jambi Province. Changes that have taken place include the 
strengthening role of the oil, gas and geothermal sector and the sector of banks and financial 
institutions and the emergence of the palm oil sector as an impact of the expansion of large 
plantation companies. The decline in forest production and the prohibition of illegal logging 
has resulted in a decline in the plywood industry and the like. In this period ten main sectors 
contributed 63.30 percent to total output, and were more colored by agriculture and service. 

The added value generated by the economic performance of Jambi Province in 2014 
was mainly created by oil, gas and geothermal mining margins of 12.18 percent. The 
transportation margin that produces added value in the land transportation sector is also 
included in the ten main sectors, Table 3. 

Along with the increase in production output, the role of oil, gas and geothermal mining 
in the formation of GRDP has also increased. The distribution of value added creation has 
not changed much, ten main sectors still control almost 60 percent of the GRDP structure. 
Most of the main sectors are sectors with relatively low labor absorption due to technological 
overcrowding. The ten main sectors contribute 59.85 percent to GRDP. 

The 2016 value added structure shows changes in the ten main sectors that dominate 
the economic value creation of Jambi Province. The biggest contribution was given by the 
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gas and geothermal oil sector, not much different from 2014 even though the cinnamon 
industry became one of the plantation crop sectors from ten sectors that compiled the jambi 
province's added value in 2016. Complete data on the output structure detailed according to 
the IO sector can be seen in the attachment. 
 

Table 3 – Value Added Structure of Jambi Province Year 2014and 2016 
 

No Sector 
Contribution (%) 

2014 2016 

1 (23) mining of oil, gas and geothermal energy 12,18 12,82 
2 (43) trade 11,40 12,06 
3 (55) social services - 4,42 
4 (51) Bank and financial institutions 7,21 - 
5 (50) communication - 3,73 
6 (42) Buildings 5,32 6,97 
7 (44) Hotels and restaurants 5,07 - 
8 (54) government and defense 4,85 4,67 
9 (10) rubber 4,83 7,91 
10 (24) non oil gas mining and excavation - 3,65 
11 (14) cinnamon - 3,39 
12 (53) property, real estate and company service 3,79 - 
13 (12) palm oil 2,71 4,44 
14 (45) land transportation 2,49 - 

- 
Sub Total 59,85 64,06 
Others 40,15 35,94 

 
The intermediate demand that occurs in the process of creating output and the 

economic added value of Jmabi Province continues to change. This happens along with the 
increasingly advanced technology adoption process. Industrialization is a major factor in 
changes in demand between the primary sector and the service sector, Table 4. 
 

Table 4 – Demand Structure Intermediate Jambi Province Year 2014and 2016 
 

No Sector 
Contribution (%) 

2014 2016 

1 (51) Bank and financial institutions 12,12 13,52 
2 (37) oil, gas and geothermal refining industry 8,30 6,88 
3 (10) rubber 7,95 10,26 
4 (53) rent, real estate and company service 5,85 5,77 
5 (43) trade 4,83 4,68 
6 (35) basic chemical industry 4,66 4,75 
7 (36) fertilizer industry 4,25 6,62 
8 (45) land transportation 4,18 4,45 
9 (39) metal goods, machinery and equipment industries 3,84 3,58 
10 (27) other food industries 3,47 3,19 

- 
Sub Total 59,44 63,70 
Others 40,56 36,30 

 
Banks and financial institutions became the sector with the largest contribution to 

demand between 2014. The output and large added value of the trade sector made this 
sector the main catalyst of the production process. Sectors that produce raw materials and 
capital goods also contribute greatly to total demand between. 59.44 percent of the total 
demand was contributed by ten main sectors. 

The increase in the value of rubber production in 2016 made it rise to the second 
position as the main sector in ten sectors that dominated demand between aggregate 
demand in 2016. Still in the range of 60 percent, ten major sectors in demand among more 
dominated by industry groups and trade and transportation margins. In the agricultural 
commodity group only the rubber sector is still able to become the main supplier of demand 
between. Banks and financial institutions contribute 13.52 percent and characterize the 
increasingly modren economy through financial support. Complete data on demand structure 
between those specified in the IO sector can be seen in the appendix. 
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The Input output model produces GRDP calculations in three approaches. Three 
quadrants in the framework of the respective IO model will produce a GRDP calculation 
approach. GRDP as intended consists of the GRDP above (production approach), 
(expenditure approach) and income approach (income approach). 

GRDP according to business fields from the results of processing IO Tables for 2007, 
2014 and 2016 are grouped into 9 business sectors, Table 5. 
 

Table 5 – GRDP Structure According to Field of Business Year 2007, 2014 and 2016 
 

No Sector / Business Field 
Contribution (%) 

2007 2014 2016 

1 Agriculture 14,96 26,42 29,56 
2 Mining and excavation 17,73 13,22 16,47 
3 Processing industry 23,48 13,03 10,40 
4 Electricity of Gas and Clean Water 2,27 0,89 0,20 
5 Building 11,39 5,32 6,97 
6 Trade, hotels and restaurants 7,46 16,47 13,24 
7 Transportation and Communication 7,22 5,68 7,06 
8 Finance, leasing and company services 4,79 11,28 5,29 
9 Services 10,70 7,68 10,80 

 
The role of the agricultural sector in the economy of Jambi Province until 2016 is still 

the largest and its contribution tends to increase. In contrast to other primary sectors, namely 
the mining and quarrying sector which tends to decline in its role to around 13 percent in 
2014 and despite an increase in 2016. Secondary sectors in general did not seem to take 
over the transformation process, even the role tends to weaken. In the tertiary group, it can 
be seen that the financial, leasing and business services sector increasingly shows a role in 
accompanying fluctuating trade, hotel and restaurant sectors. 

GRDP according to expenditure shows how the output created by an economy is used 
in the final demand, Table 6. 
 

Table 6 – GRDP Structure According to year Expenditures 2007, 2014 and 2016 
 

No Sector / Business Field 
Contribution (%) 

2007 2014 2016 

1 Household Consumption Expenditures 61,10 52,75 58,06 
2 Governmental Private Expenditures 13,30 9,75 12,35 
3 Gross Fixed Capital Formation 7,41 14,31 5,79 
4 Changes in Inventory 1,89 3,83 3,61 
5 Export 44,64 34,33 57,26 
6 Import 28,32 14,97 37,07 

 
Changes in the GRDP structure according to expenditures, among others, show a 

decrease in the role of household consumption and an increase in the contribution of net 
exports in macro equations. Mesih government consumption expenditure is relatively large 
and tends to increase, while the role of the investment component actually tends to decline. 
The increase in the net export component if linked to changes in the GRDP structure 
according to business reports indicates that the exported goods are not industrial goods but 
mining products and agricultural products in raw form. 

Production factors used in the production process such as capital, labor, expertise / 
technology etc. enjoy the services that are aggregated in the GRDP value according to 
income. In the framework of the IO model the remuneration is grouped into components of 
wages / income, business surplus, depreciation and indirect taxes, Table 7. Components of 
wages / wages, business surpluses and indirect taxes increased in 2014 while depreciation 
experienced a decline. The share of the business surplus that reaches double the upag / 
gajih component shows that remuneration for production factors that are received by 
households as workers is relatively smaller than the remuneration received by employers. 
This will lead to inequality. If a business surplus is used for investment, it is expected to 
create employment opportunities and reduce income slack. 
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Table 7 – GRDP structure according to year income 2007, 2014 and 2016 
 

No Sector / Business Field 
Contribution (%) 

2007 2014 2016 

1 Wages / salaries 33,30 30,52 31,33 
2 Business Surplus 59,65 62,29 61,52 
3 Depreciation 4,74 4,66 4,86 
4 Indirect tax 2,31 2,52 2,29 

 
Multiplier numbers are a measure of the response of a sector to the stimulation of 

changes in an economy which are usually expressed in a causal relationship. Some 
commonly known multiplier categories are Initial impacti, output multiplier, labor multiplier 
and income multiplier (multiplier income). 

Type I output multiplier analysis with a Keynesian multiplier. If there is a change in the 
akgir demand variable, it can be seen how much influence the change has on the increase in 
output across sectors. The greater the multiplier value generated by a sector, it can be 
concluded that the sector has a close relationship with other sectors. Type II multiplier 
analysis illustrates the relationship between the increase in output of a sector with total 
output. 
 

Table 8 – Sector with the Biggest Output Multiplier Year2007, 2014 and 2016 
 

No Sector 
2007 2014 2016 

Open Close Open close Open close 

1 (10) Rubber 1,76 1,94 1,74 1,89 1,75 1,92 
2 (30) Sawmill and wood processing industry 1,73 1,92 1,71 1,87 1,72 1,9 
3 (40) Other goods industries 1,72 1,89 1,7 1,85 1,71 1,87 
4 (29) Textile industry, leather goods and footwear 1,71 1,91 1,7 1,86 1,7 1,88 
5 (32) Manufacture of building materials and wood furniture 1,7 1,93 1,69 1,88 1,7 1,9 
6 (21) Marine Fisheries 1,68 1,86 1,68 1,86 1,68 1,83 
7 (16) Domestic chicken and its results 1,68 1,91 1,67 1,82 1,68 1,88 
8 (31) Plywood industry and the like 1,68 1,89 1,67 1,84 1,67 1,86 
9 (44) Hotels and restaurants 1,65 1,87 1,64 1,82 1,65 1,84 
10 (46) Sea transportation 1,64 1,78 1,64 1,75 1,64 1,76 

 
Table 8 presents ten sectors with the largest number of output multipliers for 2007, 

where most sectors were manufacturing industries. Industries with the largest number of 
output multipliers are dominated by industrial groups that process agricultural products and 
industries providing agricultural production facilities. 

In 2014 a number of primary sectors had multiplier numbers which were included in the 
top ten sectors of multiplier output, including the rubber sector, marine fisheries and domestic 
chicken and their results. The number of multipliers in 2014 is relatively smaller than in 2007. 

The biggest output multiplier from the results of the 2014 IO table processing is 
relatively not different from 2016. The difference is seen in the quantity of output multiplier 
values of each sector which is slightly larger than the previous period. This confirms the 
absence of the creation of superior sectors in Jambi's economy. 

An income multiplier analysis is an analytical tool to see the effect of changes in the 
final demand in a sector on income in the sector due to the economy. In other words, the 
income multiplier number value indicates the total total household income created due to the 
addition of a final demand unit. This effect is often referred to as household income multiplier, 
Table 9. 

Several primary sectors in 2007 were included in ten sectors which had the highest 
multiplier numbers, including the palm oil, rubber, marine fisheries, other fisheries and free-
range sectors and their results. The diversity of income multiplier numbers also looks 
smaller, in line with the output multiplier numbers. The only tertiary sector included in the first 
sector with the largest multiplier number of 2007 is the sea transportation sector. The biggest 
multiplier value from the results of the 2014 IO table processing is relatively no different from 
2016. This indicates that there is no sector that promises income above the average of other 
sectors in the economy of Jambi Province. 
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Table 9 – Sectors with the Biggest Income Multiplier Year 2007, 2014 and 2016 
 

No Sector 

2007 2014 2016 

Type 
1 

Type 
II 

Type 
I 

Type 
II 

Type 
I 

Type 
II 

1 (12) Palm Oil 2,99 3,52 2,99 3,40 3,00 3,46 
2 (40) Other goods industries 2,63 3,10 2,64 3,00 2,63 3,03 
3 (28) Beverage Industry 2,62 3,09 2,63 2,99 2,62 3,02 
4 (46) Sea transportation 2,35 2,76 2,35 2,67 2,35 2,71 
5 (30) Sawmill and wood processing industry 2,34 2,75 2,34 2,66 2,34 2,70 
6 (10) Rubber 2,25 2,64 2,25 2,56 2,24 2,59 
7 (21) Marine fisheries 2,09 2,46 2,09 2,38 2,08 2,41 
8 (22) Other fisheries 2,05 2,42 2,06 2,34 2,06 2,37 
9 (16) Domestic chicken and its results 2,05 2,42 2,05 2,34 2,05 2,37 

10 
(32) Manufacture of building materials and wooden 
furniture 

2,02 2,38 2,03 2,30 2,02 2,33 

 
The linkages between sectors in the framework of IO consist of backward linkage and 

forward linkage. The linkages between sectors will have an impact on the degree of 
sensitivity and crossing power of a sector to other sectors. Information about the relationship 
between sectors that occur in an economy is obtained from the input multiplier value matrix 
input coefficient produced by the input output table. 

Backward linkage analysis can be divided into direct linkages and total backward 
linkages. Measuring the index of intercourse is not enough because it does not reflect the 
diversity of multiple influences between sectors. A sector is said to be the superior sector 
must have a high linkage and a low spread index, Table 10. 
 

Table 10 – Sector with the Largest Backward Relationship Index for the Year 2007, 2014 and 2016 
 

No Sector 
2007 2014 2016 

Totaly Index Totaly Index Totaly Index 

1 (10) Rubber 1,24 1,01 1,25 1,00 1,24 1,00 
2 (30) Sawmill and wood processing industry 1,22 0,89 1,22 0,88 1,22 0,89 
3 (40) Other goods industries 1,21 0,81 1,22 0,81 1,21 0,81 
4 (29) Textile industry, leather goods and footwear 1,21 1,03 1,22 1,03 1,21 1,03 

5 
(32) Manufacture of building materials and wood 
furniture 

1,20 0,77 1,21 0,77 1,20 0,77 

6 (21) Marine Fisheries 1,19 0,83 1,20 0,82 1,19 0,83 
7 (16) Domestic chicken and its results 1,19 0,83 1,20 0,82 1,19 0,83 
8 (31) Plywood industry and the like 1,18 0,88 1,19 0,87 1,18 0,87 
9 (44) Hotels and restaurants 1,17 0,81 1,18 0,80 1,17 0,81 

10 (46) Sea transportation 1,16 0,83 1,17 0,82 1,16 0,83 

 
The IO table for 2007 shows a change in the main sector with the largest backward 

linkage figure, where the rubber sector is the sector with the greatest value. The diversity of 
backward relations figures in general seems to be smaller in variability and reflects the 
absence of a leading sector which is a barometer in the economy. This condition is relatively 
the same as in 2016, only a slight increase in the value of the backward linkages for each 
sector. 

In 2016, the fisheries sector declined and was one level below the livestock sector, 
namely the domestic chicken sector and its results. While other sectors are still in the same 
position, only the total value and index are different. 

The future linkages of other sectors in the economy of Jambi Province in 2007 have a 
value of less than 2. Banks and financial institutions are other tertiary sectors in addition to 
the trade sector which is included in the top ten largest forward linkages. Electricity and 
drinking water with forward linkages show that the role of the utility sector has an impact on 
other sectors in the economy, Table 11. 

There were no fundamental differences between 2014 and 2016 when viewed from the 
forward linkages. Ten sectors that have the highest linkages are the same as the conditions 
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in the previous period. The highest linkages in 2014 are still owned by the oil, gas and 
geothermal refining industry. 
 

Table 11 – Sector with the Future Linkage Index Largest year 2007, 2014, and 2016 
 

No Sector 
2007 2014 2016 

Totaly Index Totaly Index Totaly Index 

1 (37) Oil, gas and geothermal refining industry 2,19 0,43 2,17 0,43 2,19 0,43 
2 (51) Banks and financial institutions 1,83 0,54 1,68 0,55 1,83 0,54 
3 (27) Other food industries 1,6 0,62 1,6 0,63 1,6 0,62 
4 (23) Mining of oil, gas and geothermal energy 1,52 0,61 1,52 0,62 1,52 0,61 
5 (43) Trade 1,51 0,58 1,51 0,59 1,51 0,58 
6 (39) Metal industry, machinery and equipment 1,51 0,6 1,5 0,61 1,51 0,6 
7 (40) Other new industries 1,44 0,65 1,41 0,67 1,44 0,65 
8 (35) Basic chemical industry 1,37 0,67 1,33 0,68 1,36 0,67 
9 (41) Electricity and drinking water 1,34 0,76 1,3 0,69 1,34 0,76 

10 (36) Fertilizer Industry 1,28 0,69 1,3 0,79 1,28 0,69 

 
Changes in the position of the top 10 sectors have the largest future linkage index in 

2016 only in the electricity and drinking water sector (41) which is superior to one position 
above the fertilizer industry (36). 

Sectors that have strong links both backward and forward are referred to as key 
sectors in the economy. Some sectors that have become key sectors in the economy of 
Jambi Province throughout the period of observation include the other food industry sectors, 
industries of rubber and plastic goods, electricity and drinking water, and the land 
transportation sector. These sectors are key sectors in 2007, 2014 and 2016, Table 12. 
 

Table 12 – Key Sectors of the Economy of Jambi Province in the year 2007, 2014, 2016 
 

Sector Name 
Key Sector 

2007 2014 2016 

(27) Other food industries √ √ √ 
(33) Manufacture of rubber and plastic goods √ √ √ 
(34) Manufacture of paper and paper products √ - - 
(36) Fertilizer industry √ - - 
(37) Oil, gas and earth milling industry - √ √ 
(39) Manufacture of metal goods, machinery & equipment √ - - 
(40) Other goods industries - √ √ 
(41) Electricity and drinking water √ √ √ 
(43) Trade - √ √ 
(45) Land transportation √ √ √ 
(49) Transportation support services - √ √ 

 
The paper and paper products industry sector, the fertilizer industry sector and the 

metal goods, machinery and equipment industry sectors were sectors that were key sectors 
in 1998 but were no longer the key sectors in the following period. Meanwhile, there were 
four other sectors which were key sectors in 2007 and 2014, although not a key sector in the 
previous year. The four sectors are the industrial sector of oil, gas and earth milling, other 
goods industries, trade and transportation support services. 
 

CONCLUSION AND RECOMMENDATIONS 
 

The discussion of the findings of the observations according to the research method 
produces several conclusions including: 

 There has been a change in the structure of demand between and demand in the 
economy of Jambi Province in line with economic growth in the period 2007 to 2016; 

 The role of the agricultural sector in the economy of the Jambi region significantly 
changes the style of the economy from the dominance of the primary sector to tertiary 
sectors and shows symptoms of deindustrialization; 
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 The economic sector that has high inter-sectoral linkages and is key in the economy 
of Jambi Province during the period of observation includes other food industry 
sectors, rubber and plastic, electricity and drinking water as well as land 
transportation industries. 

Some things that need to be suggested are the transformation process of Jambi 
Province, including: 

 Strengthening the industrial sector that utilizes primary sector production output to 
prevent too rapid de-industrialization and make it an engine of growth. Reducing 
dependence on non-renewable natural resources (sustainable resources) for 
sustainable development; 

 The creation of added value is prioritized in the largest labor absorbing sector, and 
the biggest income multiplier is that there is no income imbalance in the community; 

 Creation of a healthy investment climate to ensure the rotation of the domestic 
economy and reduce capital outflows. 
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