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Foreword from 

The Rector of Gunadarma University 

Indonesia 

 

 

First of all, on behalf of Gunadarma University, I would like to welcome all speakers and 

participants of the UG Economics Faculty International Conference 2017 in Campus L2 

Gunadarma University, Cengkareng, Jakarta-Indonesia.  The topic of this conference is “Digital 

Economy Enhancement for Accelerating Sustainable Development Goals Achievement”, and 

this topic is one of the current issues mainly in the global economy as it has challenged the 

economy during the era of globalization.  

As one of the biggest university in Indonesia who’s based in information technology, 

Gunadarma University always attempts to have a golden opportunity in taking parts of 

increasing the abilities and competition of Indonesia economics.  After passing  quite a long 

journey of history, currently Gunadarma University has been existing in Indonesia for more 

than a quarter of century, which has no less than 35,000 students as well as more than 70,000 

graduates. Gunadarma University has succeeded in achieving the pinnacle of its career by 

having a good reputation as a prominent university in Indonesia as well as globally. 

Based on the conference theme, Digital Economy is one of the economic factors which is 

needed particularly in the global economics.  In this conference, various Digital Economics 

problems will be investigated by the involvement of researchers across the globe who are in the 

developing countries.  Theses researchers eventually act as a bridge of the dominance of 

thought of researchers in developed countries and developing countries.  It is also a provision 

of platform in exchanging management thoughts in this new era of globalization. 

The main topic is determined due to the current economy condition from the whole world 

which continuously keeps the pressure on the digital condition which becomes the essential 

needs from the whole world’s components.  In the different sight, the continuity and 

development of a particular economy must always be maintained in order to hold up the value 

of a particular country.  Hence, digital economy will help country‘s welfare in globalization era. 

As the medium for knowledge sharing, a proceeding is published and distributed.  In these 

publications, all valuable articles which are presented on the conference can be found.  The 

articles cover a broad spectrum of topics of digital economy. The articles provide an overview 

of critical research issues reflecting on past achievements and future challenges. 

In this occasion, I would like to thank our keynote speaker, Mr. Kresno Sediarsi, MA, the 

director of Bank DKI, and also to our distinguished speakers, Prof. Dr. Alexandru Stratan, Prof. 

Dr. Saurabh Mittal, Prof. Dr. Jitender Bhandari, and Dr. Himanshu Dutt 

In addition to the efforts of all those people, the success of the conference was due to the 

financial support from Gunadarma University Indonesia, as well as our sponsors Bank DKI and 

Jamkrindo during this event. 

Finally, we owe gratitude to all the conference participants for their contributions to the 

intellectual discourse during the conference. 
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As closing remarks, let us say thank you to the Lord Almighty God for all His blessing on us.  

Ultimately, I hope that this conference will produce a wide range of formulation forms which 

can be used by many parties in order to increase competition, and the ability of Indonesia in 

particular as well as other countries. 

 

 

Jakarta, 25 July 2017 

 

 

Prof. Dr. E.S. Margianti, SE. MM 

Rector of Gunadarma University 
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ABSTRACT 

Selling online is an essential part of business practice that used among businesses 

sectors.  It would add the company value to compete with their competitors. Despite increasing 

attempts on selling online and the subsequent investments, managers still struggle to measure 

its performance. To measure the success of their website, there is a need for a website 

operational model that offering managers the ability to understand the feedback from their 

investment. Because of a growth of demand to get the best performance, performance 

measurement become a main concern in the e-commerce literature nowadays. Performance 

measurement provides the value that can be shared with internal and external parties by 

system and management. Measuring the performance of a website has been proposed in many 

ways and various contexts. Each model has a different measurement indicators and difficulty 

level. Adopting these methods depends on the situation and the organization type. This study is 

an overview about several performance measurement models in e-commerce. The research 

method is literature study. It about performance measurement models in e-commerce, meta-

analysis content of e-commerce performance measurement model critical success and 

comparison of its model. The results shows that the most frequently used  model are BSC, SEM, 

and DEA.  

  
Keywords: Performance measurement, E-Commerce, Measurement model.  

JEL Code : M15, M21, L81 
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ABSTRACT 
This study aim to determine the level of profit and risk of each securities, to determine the expected 

level of profit and risk formed from the three securities and determine an efficient portfolio. This study 

used secondary data : monthly stock closing price data at PT. Gudang Garam Tbk, PT.Adhi Karya Tbk, 

and PT. Hanjaya Mandala Sampoerna. The data used is monthly stock price movement for 40 months 

starting from January 2014 until April 2017. Data collected from www.yahoofinance.com. The 

analytical tool used in this research is the Markowitz method. From the results of this study, it can be 

concluded that portfolio that can form an efficient portfolio is the 3rd portfolio with a stock fund 

procurement of PT. Adhi Karya Tbk (ADHI) of 60%, shares of PT. Gudang Garam Tbk (GGRM) of 

20%, and shares of PT. Hanjaya Mandala Sampoerna (HMSP) of 20% with expected return of 1.74% 

and risk of 8.08%. And also on the 1st portfolio as an efficient portfolio, with a share fund procurement 

of PT. Adhi Karya Tbk (ADHI) of 20%, shares of PT. Gudang Garam Tbk (GGRM) of 40%, and shares 

of PT. Hanjaya Mandala Sampoerna (HMSP) by 40% with yield expected return of 1.51% and risk of 

5.5%. 

 

Keywords : Efficient Portofolio, Markowitz Method, Expeted Return, Risk. 

JEL Codes:   G11 

 

INTRODUCTION 
The economy is one of the foundations to assess the development of a country, one of which is 

the capital market. Capital market is a meeting between parties who have excess funds with parties who 

need funds by way of selling securities (Tandelilin, 2001: 13). According to Zubir (2011: 1) investment 

is useful to obtain maximum results to increase the value of wealth, but with the lowest risk possible. 

Investment is covering a wide range of activities. However, fundamentally investing is a 

placement of funds at a time when hope can yield future benefits. The presence of capital markets in 

Indonesia provides an increasingly larger investment opportunities to investors considering the capital 

market is able to provide benefits as a means of allocation of productive funds in the long run and this 

is noticed with the performance of the Indonesian Stock Exchange (BEI) trading which also shows 

positive results with the rampant The increasing investment opportunity will make the need for 

securities analysis also increase. 

Basically the goal of people investing is to generate some money, but the purpose of investment 

in the broad sense that is to improve the welfare of investors. In the context of investment, the 

expectation of profit is often referred to as return.Disamping return, in the investment is also known the 

concept of risk. Riskinvestment can be interpreted as the possibility of difference between realization 

return with expected return. This concept, risk and return are like two sides of the coin that always 

coexist. That is, in investing in addition to calculate the expected return, investors should also consider 

the risks that must be borne. Therefore, investors should be very clever looking for investment 

alternatives that offer the highest expected returns with a certain degree of risk, or investments that 

offer a certain return at the lowest risk level. 

mailto:putraaldes03@gmail.com
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The risk is the amount of deviation between the expected rate of return (expected return) and 

the realized return. The greater the deviation means the greater the level of risk. If the risk is expressed 

as how far the results obtained may deviate from the expected result, then it is used as a measure of 

deployment. The statistical tool used as the deployment measure is a standard variant or deviation. The 

greater the value, the greater the deviation (the higher the risk). The risk of investment that can be 

avoided through stock diversification by establishing an optimal portfolio is the risk of systematic not 

being systematic risk is unavoidable. 

To minimize risks in stock market investments, investors can conduct portfolios (verified) 

shares by investing in multiple stocks so that the risk of losses on one stock can be covered by profit on 

the other. In portfolio theory is how to make a selection of the portfolio of the many assets, to maximize 

the expected return at a certain level of risk willing to bear the investor. In the formation of a portfolio, 

investors always want to maximize expected returns with a certain level of risk they are willing to bear, 

or find a portfolio that offers the lowest risk with a certain rate of return. Such portfolio characteristics 

are referred to as efficient portfolios. The portfolio is said to be efficient if the portfolio when 

compared to other portfolios has the greatest expected return with the same risk or provides the least 

risk with the same expected return. Because the portfolio's objective is to reduce the risk with the 

ownership of securities ownership. 

One way that can be used in assessing investment in securities is by portfolio analysis, with the 

analysis of investors can know the benefits and risks that exist in a company by using the model 

Markowitz. Where the theory of this Markowitz model portfolio teaches about investing by dividing 

and invested in it and then put it open on one path but on different paths. 

Based on these reasons, then according to the authors choose three companies to be studied ie 

PT. Adhi Karya Tbk (ADHI), PT. Gudang Garam Tbk (GGRM), PT. Hanjaya Mandala Sampoerna 

(HMSP). To see calculate stock optimally then use a combination of other portfolio. 

This study intends to Know and analyze the expected rate of return in each combination of 

portfolios. Knowing and analyzing the level of risk that exists on each combination of 

portfolio.Determine the combination of portfolios that can form an efficient investment.  

 

LITERATURE REVIEW  
1.  Portfolio 

 Portfolio is defined as a series of combinations of several activities that will be invested and 

held by investors, both individuals and institutions. Portfolio theory uses the assumption that the capital 

market is efficient (efficient market hypothesis). Efficient capital markets mean that stock prices reflect 

thoroughly all the information on the exchange (Reilly and Brown, 2003) .In the capital market, the 

portfolio is associated with a portfolio of financial assets that is a combination of several stocks so that 

investors can achieve optimal returns and minimize risk ( Sumariyah, 1997). According to Robert Ang 

(1997) portfolio is a collection of investment instruments established to meet investment goals. Jones 

(2000) argues that portfolios mean a set of securities where relatively small amounts of funds can be 

invested by buying stocks from companies operating in various industries, in addition to portfolios will 

reduce risk. Husnan (2003) calls the portfolio a diversified investment strategy into two or more stocks 

to lower risk. 

In portfolio theory is how to make a selection of the portfolio of the many assets, to maximize 

the expected return at a certain level of risk willing to bear the investor. There are three concepts that 

need to be known as the basis for understanding the optimal portfolio formation: 

a.  Portfolio efficient and optimal portfolio 

b.  Utility functions and indifference curves 

c.  Risky assets and risk-free assets 

 

 Harry M. Markowitz developed a theory in the 1950s called the Markowitz Portfolio Theory. 

Markowitz's theory uses some basic statistical measures to develop a portfolio plan, including expected 

returns, standard deviations of both securities and portfolios, and correlations between returns. 

Markowitz developed the Index Model as a simplification of the Mean-Varian Model, which attempted 

to address various problems in the preparation of a portfolio, ie the presence of so many combinations 

of risky assets that could be selected and arranged into a portfolio. Of the many combinations that may 
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be selected, a rational investor will surely choose 10 optimal portfolios (efficient set). To determine 

optimal portfolio arrangement using Index Model, what is needed is efficient portfolio determination, 

because basically all efficient portfolio is optimal portfolio. 

An efficient portfolio is defined as a portfolio that gives the largest expected return to a certain 

risk or provides the smallest risk with a given return on expectations (Hary Purnomo, 2016). This 

efficient portfolio can be determined by selecting a certain return rate of expectation and then 

minimizing the risk or determining a certain level of risk and then maximizing its expected return. 

Rational investors will choose this efficient portfolio because it is a portfolio formed by optimizing one 

of two dimensions, the expectation return or portfolio risk. 

 Investors can choose a combination of assets to form their portfolio. All sets that provide a 

possible portfolio that can be formed from a combination of n-available assets are called an opportunity 

set or attainable set. All points in the attainable set provide all possible portfolios both efficient and 

inefficient that can be chosen by the investor. However, a rational investor will not choose an 

inefficient portfolio. Rational investors are only interested in an efficient portfolio. This set of efficient 

portfolios is called the efficient set or efficient frontier. 

 

The two assets that make up the portfolio can be correlated, among others: 

Perfect Positive Correlation: Two assets A and B, ie = +1 

No Correlation Between Securities: Two Assets A and B, ie = 0 

Perfect Negative Correlation: Two Assets A and B, ie = -1 

 

 While the optimal portfolio is the choice of various securities from the portfolio efficiently. 

 This optimal portfolio can be determined by selecting a certain rate of return and then 

minimizing the risk, or determining a certain level of risk and then maximizing its expected return. 

Rational investors will choose this optimal portfolio because it is a portfolio formed by optimizing one 

of two dimensions, ie the expectation return or portfolio risk. In choosing an optimal portfolio there are 

several approaches one of them is by determining the portfolio using the Markowitz method. 

 In the selection of investor portfolios based on their preference for expected returns and the 

risk of each portfolio choice, a very important contribution to investors is how to optimally devereish. 

There are three things to note from the model markowitz according to that is; (Tandelilin, 2001: 79) 

a.   All existing portfolio points in efficient surfaces have an equal position with each other. 

b.  The Markowitz model does not include the issue that investors may borrow funds to finance the 

portfolio on riskier assets and Markowitz's model has yet to take into account the possibility of 

investors investing in risk-free assets. 

c.  In fact, different investors will estimate the different imput into the Markowitz model, so the 

resulting efficient outline also varies for each investor. 

                                                     

RESEARCH METHODS  

 
1. Problems And Research Samples 

 The type of data used in this study is the type of secondary data obtained from records written 

reports published by the Indonesia Stock Exchange (BEI) such as yahoo finance. In addition the author 

also membacca books related to research. The data obtained from the Indonesia Stock Exchange (BEI) 

is the closing price (closing prize) every month for 40 months. Sedangan method used in this research 

is with Markowitz. 

 The steps of completion of portfolio formation with Markowitz research method are as follows. 

a. The first step is to calculate the return (profit level) of the monthly stock of each securities. 

b. After knowing the return (level of profit) monthly stock, then look for expeted return (level of 

profit that diharpkan) from each securities. 

c. Then calculate the risk (standard deviation and variance) of each securities to know the risk of each 

of the securities. 

d. Before performing portfolio determination, it is better to calculate the correlation coefficient first in 

order to know the relationship of one variable with another variable 
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e. After knowing the closeness of relationships between variables, the next lagkah is to calculate the 

expected return (level keuntunga) of the portfolio. 

f. Then the last is to calculate the risk (standard deviation) of the portfolio that has been formed. 

 

 In determining the efficient portfolio of securities used as objects in this study, the authors use 

several analytical tools that will be described as follows: 

 

a.  Expected Value or Average Profit Rate 

 

An investment certainly has a risk, so making the investment will not provide a definite 

advantage. Every investor expects to gain profit on some level. After knowing So to find the level of 

keutungan on an investment is to use the formula: 

 

 
Information : 

Rit  : profit rate of stock i in period t 

Pit  : stock price i in the t-th period 

Pit + 1 : stock price i in the t-month + 1 monthly profit rate of each share, it can be calculated the 

average profit rate expected on each share. The formula for calculating the expected level of expected 

profit quoted from Suad Husnan (2009: 50) is: 

 

Information : 

E (Ri) : average expected profit level of stock i 

Rij  : the level of profit from stock i in the period of the crime 

N  : the number of periods that occur 

 

b.  Risk Level of Shares 

The formula used to find the level of risk of each company quoted from sud usnan (2009: 52), 

namely: 

 

Information : 

E (Rij)  : tingkat kuntungan expected from stock i 

Rij  : profit rate of stock i in period j 

N  : the number of periods that occur 

 

Standard deviation calculation formula (Stock Ratios): 

 

Information : 

 

 : variance 

 : standard deviation of risk level 

 

 

c.  Correlation Coefficient 

Prior to the analysis of portfolio laying, it must be known in advance the correlation 

(relationship) between the rate of profit from sequencas contained in the portfolio. The size of the 
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correlation will affect the portfolio risk. The coefficient factor between the profit rate of stocks (given 

P3 otasi) affects portfolio risk (Suad Husnan: 2009). The one used to calculate the correlation 

coefficient is as follows: 

 
Information : 

  : Correlation coefficient 

  : Number of periods per security 

X  : The rate of first securities gain 

Y  : The second rate of securities profits 

 

The value of the correlation coefficient ranges from +1 sampau to -1. The value of the 

coefficient of correlation +1 shows the positive correlation (smepurna) correlation, the correlation 

coefficient value 0 (zero indicates no correlation (relationship), the two correlation coefficients -1 

denote the perfect negative correlation. 

 

d.  Determining the proportion of investment 

The proportion of daat made from 3 sequences in this study varies considerably. The 

proportion of investment can be determined by using acaka numbers so that a considerable combination 

of sequences (portfolio) 

 

2.  Expected Profit Level and Portfolio Risk 

The expected profit or share rate of the portfolio is average rather than the expected returns of 

each respective sequence in the portfolio. 

 

Information : 

E (Rf) : the expected level of the portfolio 

N : the proportion of funds expected on stock i 

E (Ri) : expected profit level of stock i 

 

For portfolio variants (portfolio risk), the calculation is done by the formula: 

 
Information : 

σρ
2 

: portfolio risk 

XA : the pro fi t fund projected in A shares 

XB : proportion of funds invested in shares B 

XC : proportion of funds invested in stock C 

σA
2
 : investment risk of stock A 

 : investment risk dai shares B 

 : investment risk dai shares C 

: correlation coefficient between level of profit A and B 

 : correlation coefficient between level of profit A and C 

 : correlation coefficient between level of profit B and C 
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And then proceed with counting: 

 

Information : 

 

 

RESULTS 
In this study conducted observations on three stocks listed on the Stock Exchange. The three 

shares are PT. Adhi Karya Tbk (ADHI), PT. Gudang Garam Tbk (GGRM), PT. Hanjaya Mandala 

Sampoerna (HMSP). The data used in this research is monthly stock price data during the period from 

January 2014 to apri 2017, exactly for 40 months 

 

Table 1. Monthly Profit Level of each Securities 

securities return 

ADHI 0,78794 

GGRM 0,5376 

HMSP 0,57706 

 

The average gain on ADHI securities is positive, meaning that investment in these securities is 

likely to experience a 1.9% gain. The average gain in GGRM securities is positive, meaning that 

investment in these securities is likely to experience a gain of 1.3%. The average gain on HMSP 

securities is positive, meaning that investment in these securities is likely to experience a 1.4% gain. 

From the results of calculations that have been done, it can be shown in the table as follows: 

 

Table 2. Level of Risk of each Securities 

securities  

ADHI 0,1175 

GGRM 0,0629 

HMSP 0,0693 

 

From the table above can be seen that the biggest risk level is owned by ADHI securities that is 

11.75% and the lowest risk level is owned by GGRM securities that is equal to 6.29%. 

 

Table 3. Level of Profit and Risk of each Securities 

securities E(Ri)  

ADHI 0,0197 0,1175 

GGRM 0,0134 0,0629 

HMSP 0,0144 0,0693 

 

From the table above can be seen that: 

•  The largest profit and risk level is owned by ADHI securities, ie profit rate of 1.97% and risk level 

of 11.75%. 

•  The smallest profit and risk level is owned by GGRM securities, which is 1.34% and the risk level 

is 6.29%. 
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From the results of calculations that have been done then the results of keofisien correlation can be 

displayed in the table as follows: 

 

 

 

Table 4. Results of Correlation Coefficient Calculation 

Correlation between securities  

ADHI dengan GGRM 0.3190 

ADHI dengan HMSP 0.2849 

GGRM dengan HMSP 0.2325 

 

From the results of calculations that have been done then can be displayed in the table as follows: 

 

Table 5. Profit Level of each Portfolio (In%) 

Condition Portofolio Proportion of Investment E(Rp) 

ADHI GGRM HMSP 

I 1 20 40 40 0,0151 

II 2 30 40 30 0,0156 

III 3 60 20 20 0,0174 

IV 4 20 60 20 0,0149 

V 5 20 20 60 0,0153 

 

From the results of the above table can be seen that: 

•  The highest profit level is in the 3rd portfolio of 1.74% with the proportion of ADHI funds 60%, 

20% GGRM and 20% HMSP. 

•  The lowest profit rate is in the 3rd portfolio of 1.49% with the proportion of ADHI 20%, GGRM 

60% and HMSP 20%. 

 

From the results of the calculations already performed, they can be shown in the following pages: 

 

Table 6. Standard Deviation Portfolio (in%) 

Portofolio Proportion of Investment Σρ 

ADHI GGRM HMSP 

1 20 40 40 0.0550 

2 30 40 30 0.0595 

3 60 20 20 0.0808 

4 20 60 20 0.0562 

5 20 20 60 0.0585 

 

From the calculation of the expected rate of return (expeted return) and the level of risk 

(standar deviation) of each portfolio, it can be included in the comparison table as follows: 

 

Table 7. Expected Return and Standard Portfolio Deviation (in%) 

condition Portofolio Proporsi Investasi E(Rp) Σρ 

ADHI GGRM HMSP 

I 1 20 40 40 0,0151 0.0550 

II 2 30 40 30 0,0156 0.0595 

III 3 60 20 20 0,0174 0.0808 

IV 4 20 60 20 0,0149 0.0562 

V 5 20 20 60 0,0153 0.0585 

 

Based on the above table it can be analyzed that: 
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1.  The 1st portfolio with the proportion of 20% ADHI shares. 40% GGRM and 40% HMSP resulted 

in expected return of 1.51% and 5.5% risk. 

2.  The 2nd portfolio d with the proportion of 30% ADHI shares. GGRM 40% and HMSP 30% 

resulted in expected return of 1.56% and risk of 5.95%. 

3.  The 3rd portfolio with the proportion of 60% ADHI shares. GGRM 20% and HMSP 20% resulted 

in expected return of 1.74% and risk of 8.08%. 

4.  The 4th portfolio with the proportion of 20% ADHI shares. GGRM 60% and HMSP 20% yield 

expected return of 1.49% and risk of 5.62%. 

5.  The 5th portfolio with the proportion of 20% ADHI shares. 40% GGRM and 40% HMSP resulted 

in expected return of 1.53% and risk of 5.85%. 

 

CONCLUSION AND SUGGESTIONS 

1.   Conclusion 

 Based on analysis, it can be concluded that for risk-loving investors (Risk Seeker) can use the 

3rd portfolio as an efficient portfolio with 60% ADHI, 20% GGRM and 20% HMSP as it has the 

biggest expectation return of 1.74% and risk of 8 , 08%. For risk-averse investors can choose 1st 

portfolio as an efficient portfolio, with 20% ADHI, 40% GGRM and 40% HMSP as it has the smallest 

risk with return of 1.51% and risk of 5.5%. 

 

2.  Suggestions for Further Research 

 Based on the conclusions of the research that has been done, it is suggested that decision 

making in stock investment, should consider the level of profit to be gained and the risk to be borne on 

each stock. 
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ABSTRACT 
This research aims to explain the students' perceptions about the integration of IFRS into accounting 

curriculum based on sex and age categories. The purpose of this study was to provide the empirical 

evidence about the difference perceptions of IFRS into accounting curriculum integration between 

female students with male students, and students who are under or equal to 20 years with a student 

over the age of 20 years. This study uses a questionnaire survey. Questionnaires were distributed to 

115 students of accounting at “X" Private University in Jakarta. Technique of testing using a different 

test (Independent samples t-test). Results from this study is there a difference between the perception of 

female students with male students about the integration of IFRS into accounting curriculum, and there 

is no difference in perception between students aged below or equal to 20 years with a student over the 

age of 20 years.It can be a reference or consideration for accounting department each university in 

Indonesia to integrate IFRS into their curricula so that the integration of IFRS into the curriculum 

successfully applied. 

 

Keywords: Perception about Integration of IFRS, Accounting Curriculum, Sex and Age 

JEL Codes:  M41 

 

INTRODUCTION 
The rise of globalization causes the loss of the geographical boundaries of inter-state economy. 

There are no longer boundaries and separation from aspects of international accounting for the 

operation. This situation requires a similar system of accounting and financial reporting and globally 

acceptance. Therefore, the form of standard was established as an effort to harmonize the accounting 

standards known as International Financial Reporting Standards, or that we are familiar with IFRS. The 

existence of an international standard, will make comparability of financial statements being high. 

The development of the world economy and the rapid economic development in the Southeast 

Asian region in particular are giving global impact in each ASEAN member country. The enactment of 

ASEAN Economic Community (AEC) in 2015 made all countries compete to each other to strengthen 

itself to face the AEC 2015. One of the ways is through economic sector; especially the accounting to 

provide economic information needed by decision makers. The actors in the field of accounting have to 

be ready to face developments and changes taking place in the business world due to globalization. 

Economic conditions, culture, politics, the law in force in a country affect the accounting standards 

used. As a result, the production of economic information is different from country to country, 

depending on the accounting standards used. Therefore, the applicable accounting international 

standards or International Financial Reporting Standard (IFRS) being the only solution, so that the 

financial result will give the same perception for the reader, as well as improve the information of those 

financial statements. 

To prepare a reliable resource as well as professionals such as those mentioned above, then 

education has an important role in developing student competence as a professional candidate in 

question. Elements involved in developing education are: (1) the government that governs the world of 

education is based on the provisions of the regulations and laws, (2) institutional providers of 

education, (3) teacher / lecturer, and (4) students. The four elements are interrelated to one another so 

mailto:andaputraa@gmail.com
mailto:dharmate@staff.gunadarma.ac.id
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as to form an educational system (Mandy, 2005). Accounting Higher Education in particular has a 

strategic role in enhancing the ability and professionalism of Accounting students so that they can 

produce qualified and competent Accountant. 

IFRS Convergence given challenges and opportunities for the accounting profession and the 

audit profession over the world. Accountant play role in making financial reports in accordance with 

IFRS while the auditor has to understand IFRS in the audit process company. Accountant required to 

understand the full IFRS, including students who will face the world as an accountant. Students a 

prospective accountant who will plunge into the world employment according to their ability to make 

financial statements standard international (IFRS). 

  

LITERATURE REVIEW  
1. International Financial Reporting Standard (IFRS) 

IFRS is a single set of international accounting standards to assist companies to communicate, 

and stakeholders to compare corporate financial information across the globe. The standards are issued 

by International Accounting Standards Board (IASB). The goal is to make international comparisons as 

easy as possible. More than 140 countries have currently decided to adopt or already adopted the use of 

IFRS for financial reporting. For example, all European companies listed on European capital markets 

have been making use of IFRS for financial reporting since January 2005. Canada and Japan have 

adopted IFRS in 2011. Knowledge of IFRS is mandatory for Indonesian companies, who are involved 

in the financial or operational aspects of affiliates, subsidiaries, or investments in companies that 

currently employ IFRS. 

IFRS is a principles-based standard. Warsono (2011) states that the characteristics of 

principles-based standards are expressed by Wells and Lopez (2009) is as follows: 

a.  Without exception 

b.  The core principles (goals) 

c.  There is no inconsistency 

d.  Bound strong with basic conceptual framework 

e.  Using policy (Judgement) in the application of standards 

f.  Minimal demands (Guidance) to make the principles set valid. 

Convergence can be done in three ways: 

a.  Harmonization: Making its own standards that do not conflict with IFRS 

b.  Adoption: Take directly from IFRS 

c.  Adaptation: Creating own customized standards with IFRS 

 

According Gamayuni (2009) describes some of the benefits gained when applying PSAK based 

IFRS. Among others are: 

a.  Improving the comparability of financial statements 

b.  Providing quality information on international capital markets 

c.  Eliminating barriers to international capital flows by reducing the differences in financial reporting 

provisions 

d.  Reduce the cost of the company's financial reporting and costs for financial analysis for analysts 

e.  Improving the quality of financial reporting towards best practice. 

The main differences IFRS with US GAAP can be summarized as follows (Siti, 2012): 

a.  Historical Cost method changes into Fair Value method 

Prior to the convergence of IFRS, Historical used Cost method. But this method is not relevant to 

an increasingly dynamic market conditions and growing fast so it does not reflect the market value. 

Assets, liabilities and equity should be assessed based on present value. As an example of the need 

for a revaluation of assets, whether there is an impairment of an asset at the date of this reporting. 

This case to provide the accuracy of the financial statements. 

b.  Changes Rule Based System (US GAAP) to Principle Based. 

Differences in rules-based system and the principal base is in the rules-based system accountants 

can obtain detailed implementation instructions, it can reduce uncertainty and produce specific 

rules in the standard mechanically. In the rule-based system everything becomes clear when it is set 

by limitations. While principles-based system, the accountant will make several estimates that 

should be responsible and require more professional judgment (Schipper, 2003).Or principles that 
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can be used as consideration for Accountant / Management company as the basis for the accounting 

policies of the company. 

c.  Updated is to Bring Transparency  

The Report issued to external facts should be enough to have proximity with the internal report. 

The company must issue full disclosure which is important and significant for the readers or 

external parties who can analyze the company with the facts. 

 

2. The Development of Accounting Standard in Indonesia 

According to Hans (2010) mentions that the development of financial accounting standards in 

Indonesia can be divided into three periods, namely: 

a.  The period before the Indonesian Accounting Principles 

Before 1973, Indonesia has not familiar with accounting standards. At that time, practitioners 

are educated Dutch accounting profession usually adhered to the so-called 

"goedKoopman'sgabruik" (customs good trader). As well as young accountant of domestic 

accounting graduate, who studied from textbooks United States, the practice of referring to the 

Generally Accepted Accounting Principles (GAAP). In this era, it can be said almost no cases of 

malpractice or misleading financial statements. Financial report functions as an accountability 

report to the management of the limited company. Meanwhile, money market and capital market 

has not developed as we know it today has not been born. 

In 1973 the Committee for the Association of Materials and structures Generally Accepted 

Accounting Principles and Generally Accepted Auditing Standards by the Indonesian Institute of 

Accountants (IAI) was formed. The preparation of financial accounting standards, there are two 

alternatives, whether oriented to the Netherlands (ContinentalCluster) or to America (Anglo-

SaxonCluster). Then, IAI choose GAAP as a basic reference on the grounds that sufficient 

availability of reference materials and the influence of the United States as a superpower 

industrialized countries. Then in 1973 was born the Indonesian Accounting Principles (PAI). 

b.  The period of PAI to the SAK (Financial Accounting Standards) 

PAI which was published in 1973 and then revised in 1983. This was being done because of 

US GAAP, has also changed significantly. At that time, Indonesian Accounting Principles 

Committee (KPAI) produced many specific standards for certain types of specific industries, such 

as: cooperatives, forestry, highways, telecommunications etc. Realizing the increasingly evident 

impact of globalization into Indonesia, then in 1994 the IAI board organize a national seminar 

about the Indonesian Accounting Principles as a forum in order to explore the opinion of the 

renewal of financial accounting standards that can be applicable in Indonesia. One result of the 

seminar was to change Indonesia Accounting Principles (PAI) into Financial Accounting Standards 

(SAK). As well as the Indonesian Accounting Principles Committee (KPAI) was changed to 

Indonesian Accounting Standards Board (DSAK). 

c.  Period IFRS convergence 

Convergence to IFRS can be interpreted to make the accounting standards of a country to be 

similar or the same as IFRS. Convergence to IFRS include two meanings, namely to harmonize or 

adopt full. According to the Indonesia Accounting Standards Board (DSAK), the level of adoption 

of IFRS can be distinguished: 

-  Full Adoption: A country adopting the entire product IFRS and translate word by word into the 

state language. 

- Adopted: Adopt the whole IFRS but adapted to the conditions in the country. 

-  Piecemeal: a country just adopted the IFRS are largely specific standard number and choose 

specific paragraphs. 

-  Referenced: For reference, the standard applied only too certain IFRS refers to language  

 and paragraphs are compiled by standards making in the country 

-  Not Adopted at all: a country did not adopt IFRS 
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3. Adoption of IFRS in Indonesia 

 Table 1. Roadmap IFRS Convergence in Indonesia 

Adoption Phase 

(2008-2010) 

Final Preparation Phase 

(2011) 

Implementation Phase 

(2012) 

 Adoption of the 

entire IFRS to 

PSAK 

 Completion of the preparation of 

the necessary infrastructure 

 The application of 

PSAK-based IFRS 

Gradually 

 Preparation of the 

necessary 

infrastructure 

 Preparation gradually some of 

PSAK-based IFRS 

 Evaluation the impact 

of adoption PSAK-

based IFRS 

comprehensively 

 Evaluate and 

manage the impact 

of the adoption of 

the applicable 

PSAK 

  

     Source: www.iaiglobal.or.id 

 

4.   Integration IFRS into Accounting Curriculum 

IFRS on curriculum integration is a must. Most universities in the United States to integrate IFRS 

in their lecturing curriculum, including introductory material on financial accounting, intermediate and 

advanced financial accounting (Weiss, 2011). In Indonesia convergence can be performed on all grade 

financial accounting, financial management, and financial statement analysis. 

The problem that arises with the IFRS convergence is limited lecturing materials (textbooks) 

owned by educational institutions, lecturing time, and abilities / skills of lecturers. The current edition 

of the text book IFRS can be obtained either for the Introduction of Accounting, Intermediate Financial 

Accounting, Advanced Financial Accounting and although the lecturers have to adapt in advance with 

the new book. In addition, online reading sources can be obtained from the websites of the International 

Public Accounting Firm (KAP) or sites International Accounting Standards Boards (IASB). To 

overcome the limited lecturing time, lecturers can use tutorial assistance and of course it also depends 

on the activeness of the students themselves. Educational institutions including the lecturers personally 

must have responsible for mastering of IFRS. 

The uncertainty of whether a country intends to adopt the IFRS has also been found to affect the 

coverage of IFRS in an institution’s curricula (Zhu et al., 2010). As a result, views regarding both the 

timing and format of IFRS adoption are likely to be important factors in the decision to incorporate 

IFRS in accounting courses. We hypothesize that educators will be more likely to cover IFRS when 

they perceive that IFRS will be adopted in the near future. 

 

5. Perception 

According Indonesian Dictionary (KBBI), defined perception as the response (acceptance) 

directly from something or is the process someone knows some things through the senses. Ishak (2005), 

the perception is how people see or interpret the events, objects, and people. In fact, each person has 

their own perception of an event so different from one another. Meanwhile, according to Robbins 

(1993), perception can be defined as a process by the which individuals organize and interpret their 

sensory impressions in order to give meaning to Reviews their environment. Formal definition of 

perception is the process by which a person chooses, tried, and interprets stimuli into a unified image 

and meaningful. 

From these studies can be formulated first hypothesis in this research is: 

H1 : There are differences perception about IFRS integration into accounting curriculum between male 

and female students  

H2 : There are differences perception about IFRS integration into accounting curriculum between 

youngerand older students 

 

http://www.iaiglobal.or.id/
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RESEARCH  METHODOLOGY 
This research is a quantitative research. The data obtained from questionnaires distributed to the 

research subject, the undergraduate students majoring in accounting.Questionnaire instrument adopted 

from Bea Chiang (2013) with the changes adapted to the conditions that exist in Indonesia. 

The population in this research is all undergraduate students majoring in accounting at the "X" 

Private University in Jakarta. Reason of use students as a sample because in some studies indicate that 

students can describe the actual conditions so that it can be used as a proxy for businesses and 

professions (Ugrin, 2008). In addition, Belski et al. (2008) also says that the student is a representation 

of the leadership of the company in the future, so use reliable student. 

The technique sampling in this research is purposive sampling, with twocriteria of respondent: 1. 

Registered as an undergraduate accounting student; 2. Already or are taking Advanced Financial 

Accounting. The reason of the second criteria, because Advanced Financial Accounting is the last 

subject about financial accounting that teach to record financial transactions until preparing financial 

statements also financial accounting standard to accounting students.  The sample in this research are 

115 students in the "X" Private University in Jakarta. 

The data used in this research is primary data. Which the data obtained through questionnaires 

distributed directly. The questionnaire in this study is divided into two parts. The first part contains 

personal data of respondents, and the second part contains several statements about respondent 

perception of integrationIFRS in accounting curriculum using a Likert scale which 1 means "Strongly 

Disagree" and 5 means "Strongly Agree.’ 

 

1. Results 

 

Testing the validity of the dataregarding the integration of IFRS into accounting curriculum in 

this research use Pearson correlation approach, and all statements are valid within the R coefficient 

almost > 0,67. Finally, reliability test got Cronbach's Alpha coefficientsis 0.647. So the all instruments 

testing is valid and reliable, Normality test in this study using Shapiro-Wilk test, it’s integration of 

IFRS into accounting curriculum based on the sex of the results obtained significance of 0.123 for male 

and 0.704 for female (p ≥ 0.05). This suggests that the distribution of perception scores on the 

integration of IFRS into accounting curriculum from male and female students is normal. Normality 

test of the integration of IFRS in the accounting curriculum to students based on age in the Shapiro-

Wilk obtained results of significance for 0576 (p ≥ 0.05). This suggests that the distribution of 

perception scores on the integration of IFRS in the accounting curriculum to students of the same or 

less than 20 years with students older than 21 years is normal. 

The first hypothesis in this research is the students’ perception of male and female students about 

the integration IFRS into accounting curriculum. 

 

Table 2. Result of Independent T-test Hypothesis 1 

 Levene’s Test 

                     t Sig 

 Equal   

Variance  

assumed 

2.005 0.047 

Source: Output SPSS, 2016 

 

Based on t-test, in accordance with the criteria for acceptance and rejection of the hypothesis. 

Then H0 is rejected, and means that the first hypothesis in this research is received. The first test 

results are shown in the Table 2. It is seen that t-test with equal variance assumed amounted to 2.005 

with significance of 0.047. There is evidence for differences students' perceptions of male and female 

towards the integration of IFRS into accounting curriculum.  

This proves that the characteristics of the individual in this case sex has a significant role to 

influence the perception of the integration of IFRS into accounting curriculum. The differences 

perception because female have the technical skill and more careful in the accounting field, so there is a 

higher possibility to more easily understanding IFRS as a new standards in higher education.  These 
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results opposite with (Kristanti and Nugroho, 2013) which found that there was no differences 

perception between male and female students about IFRS. But, this research are consistent with the 

results of research conducted by Stivers and Onifade (2011) which states that there is a difference of 

perception for the understanding of IFRS in the accounting curriculum based on sex. 

The next hypothesis in this research is there are differences in students' perceptions of 

integration of IFRS into the accounting curriculum by age. In this case, the age of the respondents is 

grouped into two age groups, namely respondents aged less than or equal to 20 years and respondents 

aged over 20 years. 

 

Table 3.  Result of Independent T-test Hypothesis 2 

 Levene’s Test 

 t Sig 

 Equal 

Variance 

assumed 

0.518 0.605 

                           Source: Output SPSS, 2016 

 

 Based on t-test, in accordance with the criteria for acceptance and rejection of the hypothesis, 

then H0 is accepted, and means the first hypothesis in this study was rejected. The test results are 

shown in table 4.4. It is seen that t-test with equal variance assumed by 0.518 with a significance of 

0.605. There are no differences in the perception of students aged under than or equal to 20 years and 

students aged over 20 years to the integration of IFRS into accounting curriculum. This researh inline 

with (Kristanti and Nugroho, 2013) which found that there was no differences perception from students 

about IFRSbased on age category. This contrasts with research conducted by Koh and Koh (1999) who 

found that age has a significant influence on a better understanding in the field of accounting based on 

age. 

 There were no differences based on age perception about IFRS in the accounting curriculum, it 

can be seen that the mean between students of the same age or under 20 years almost has the same 

mean with students who are older than 20 years. This is because the range of age is not significant and 

almost have high determination and interest to learn something important in their career if viewed from 

age category and they at the same class and they also must take the course related with IFRS. This 

research inline with a research conducted by (Kristanti and Nugroho, 2013). This indicates that the 

quality of the integration of IFRS in the accounting curriculum is good, for every student who is under 

the same or even a student older than 20 years have the same perception about IFRS in the accounting 

curriculum. This good condition must be maintained by the university to transferring knowledge of 

IFRS through the integration of IFRS in the accounting curriculum to students are still good. 

 

2. Discussion 

 Based on the tests that have been done, there is evidence that shows that there are differences 

in perception about integration IFRS into accounting curriculum between male students and female. 

Furthermore, there is evidence to suggest there are no differences in the perception of students of the 

same age or under than 20 years with students aged older than 20 years. It's likely because of the 

proximity to the age of the student. 

 When viewed in general to the overall respondents, it turns out students still have a high 

enough interest to learn IFRS in the accounting curriculum.This can be explained by indicators of 

interest to the statement on the questionnaire in this study. 

 To determine student interest in this research, the interest is divided into two categories: 

interest in the category of High and interest in the category of Low. These categories are based on the 

total mean of all statements included in the indicator of interest in the questionnaire. Then the 

statement numbers are calculated based on a percentage test of the all statement of interest indicator. 
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Figure 1. 

Students’ Interest in The Integration of IFRS into Accounting Curriculum 

Source: Output SPSS, 2016 

 

From Figure 1 above, it can be seen that the high interest of students towards the integration of 

IFRS into accounting curriculum (59%). Only 41% of the total respondents expressed no interest or 

low interest of students towards integration of IFRS into accounting curriculum. It shows that the 

student actually excited when the convergence of IFRS in Higher Education. Students are also 

interested in the financial standards based-IFRS. Gupta (2011) found that students’ interest about IFRS 

in India.  With increased familiarity and exposure, there is generally support of change. On the question 

of whether students in India interested to take training on IFRS. Further in-depth studies of the 

responses established that students who are at present studying accounting/finance are ready to take 

training more than others. This also found (Andrey, 2012) said that students still have a high interest 

about IFRS because students assumed that IFRS as a new standard that will give them some benefits for 

their future job.   

Students also have a high need for the integration of IFRS into accounting curriculum. This is 

explained by the indicators of need in a statement on the questionnaire in this research. 

 

 
Figure 2.  Students’ Needs in The Integration of IFRS into Accounting Curriculum 

Source: Output SPSS, 2016 

 

From Figure 2 above, it can be seen that a high need from students on the integration of IFRS in 

the accounting curriculum which amounted to 53%. While only 47% of all respondents including lower 

categories that needing of IFRS. The high demand of students about the integration of IFRS in the 

accounting curriculum, as students assume that opportunities to work in a company is getting smaller. 

To be competitive, one must have more knowledge. Students believe by studying the financial 

standards based-IFRS in Higher Education will be more readily accepted in the big company and 

multinational Company. This is because the big company and multinational company has been obliged 
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to adopt IFRS as a standard.This also found (Andrey, 2012) said that students still have a high need 

about IFRS because students realized that competencies about IFRS needed for their future work. 

(Gupta, 2012) found that, there will be a high demand for faculty with knowledge of IFRS and 

experience of integrating IFRS into the curriculum in the coming years. 

But the students' understanding of the IFRS in the accounting curriculum is still low. This can be 

explained by understanding indicators in the questionnaire. 

 
 

Figure 3. Students’ Understanding in The Integration of IFRS into Accounting Curriculum 

Source: Output SPSS, 2016 

 

 

 Figure 3 illustrates the student's perception that IFRS-based financial standards is not easy to 

learn, Students actually had a hunch difficulty of implementing IFRS-based of accounting standards. 

This is because since the beginning of the 1st half of the students are accustomed to using GAAP-based 

accounting standards. Coetzee &Schmulian (2013) and Carvalho&Salotti (2013) found that there are 

two main things that hinder students in South Africa and Brazil in the study of IFRS. The first obstacle 

is the language difference,Coetze&Schumulian (2013) states that textbooks and other IFRS materials in 

local languages and required teachers to translate in local language. A second factor hindering students 

studying IFRS is the difference between the approaches principles-based in IFRS with rules-based on 

standards which is old, and (Efritania, 2013) showed that the knowledge level of students’ still low 

with the change PSAK-based IFRS. 

 Because of that, the competence of students in majoring IFRS also low, this can be explained 

by the competence indicators on statements in questionnaire. 
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Figure 4. Students’ Competence in The Integration of IFRS into Accounting Curriculum 

Source: Output SPSS, 2016 

 

Figure 4 shows that the students’ competence is very low. This is because students’ 

understanding about IFRS also low. The competence that required of IFRS is high, besides students 

must understand, student also must applicable in many situations with any condition to implementing 

of IFRS as a new standard in financial accounting in Indonesia, in higher education especially.  (Saito 

et all, 2010) found that from three university accros region in Indonesia, the proposed IFRS 

implementation in 2012 has had little impact on the curricula and syllabi, so that is why students have 

low competencies about IFRS in higher education. 

 The final results of this research together with the results of the research (Pulungan, 2013), 

which are equally revealed that students still have a low understanding and competence to IFRS. 

However, the results of this research obtained by using several indicators to measure students' 

perceptions of the integration of IFRS into college, such as: interests, needs, understanding, and 

competence of students. As well as this research also tried to express differences of students in terms of 

both sex and age of the IFRS in the accounting curriculum, to determine students' perceptions of IFRS 

in the accounting curriculum through four indicators. 

 

 

CONCLUSION, LIMITATION AND RECOMENDATION 

Results from this study is there a difference between the perception of female students with male 

students about the integration of IFRS into accounting curriculum, and there is no difference in 

perception between students aged below or equal to 20 years with a student over the age of 20 years. 

Other conclusions of this research are students actually have an interest to learn IFRS, and also 

has a high demand on the integration of IFRS in the accounting curriculum. However, because IFRS is 

not easy to learn as well as the presence of other constraints, students' understanding of IFRS is still 

low. It will also affect to the competence of students in mastering the IFRS is still low.The results of 

this study indicate that education still has challenges in improving the competence of the students will 

be IFRS. Even if a student considers that IFRS competencies needed for work and IFRS that have been 

integrated into financial accounting courses, students are still of the view that they do not have a good 

competence in understanding and applying IFRS. 

There are several limitations of this research: 1. The sample in this study was only one university 

in Jakarta, so the results cannot be generalized to the entire college. 2. This study uses only two 

variables in measuring differences in perception, that are sex and age. 

Further research is expected to complement the existing shortcomings in this research, as follows: 1. 

Extending the samples from different universities that have different characteristics, 2. Adding other 

variables such as the lecturer to determine the perception about the integration of IFRS into accounting 

curriculum, 3. Extending about the differences in perceptions about the integration of IFRS into 

accounting curriculum, for example, of what constitutes the difference in perception, as well as how to 

overcome it. 
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ABSTRACT 

 

Food and beverage is one of the sub-sectors in the manufacturing industry that had the highest 

distribution of GDP during 2009-2013. One of the means for the company to raise its GDP value is to 

maintain its profit margin. High raw material and production costs encourage food and beverage firms 

to seek external financing by increasing investment opportunities. Financial performance is the basic 

thing that is seen by investors in assessing a company. However, the implementation of GCG and CSR 

is also becoming one of investors and prospective investors’ considerations in making investment 

decisions. Website is one of various media used for the publication. Thirteen food and beverage firms 

listed in Indonesia Stock Exchange were the object of this research. Research variables involved were 

GCG and CSR implementation intensity, media exposure, and financial performance represented by 

return on investment in the following year. Data were obtained from audited annual reports 

downloaded through IDX official website, sample firms’ official websites, and Worth of Web 

Calculator. Path analysis method with a gradual linear regression approach was performed to test the 

formulated hypotheses. This research discovered that GCG implementation intensity directly and 

indirectly through CSR implementation intensity improves the quality of media exposure undertaken by 

the company in the form of more varied contents and the high number of visitors. However, GCG 

implementation intensity directly and indirectly through CSR implementation intensity does not affect 

financial performance represented by ROI in the following year. 

 

Keywords: GCG; CSR; media exposure; financial performance. 

JEL Code : O35, O43 

 

INTRODUCTION 

 

Food and beverage is one of the sub-sectors in manufacturing industry that has an important role 

in the development of industrial sector, especially seen from its GDP (Gross Domestic Product) value. 

Based on data retrieved from BPS (Badan Pusat Statistik), percentage distribution of its GDP was the 

highest in manufacturing industry during 2009-2013 with the average value of 7,4% (Figure 1). 

According to industry analysis, food and beverage firms continued to show a positive trend in today's 

global crisis where many other manufacturing firms suffered a setback (Indrawan, 2010). One of the 

means for the company to raise its GDP value is to maintain the profit margin. However, high raw 

material costs and production costs resulted in higher selling prices as well. This encourages the food 

and beverage firms to seek external financing by increasing investment opportunities (Fatonah, 2013). 
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Figure 1. Percentage Distribution of GDP in 

Manufacturing Industry 

(Source: BPS, 2015) 

 

Financial performance is the basic thing that is seen by investors in assessing a company. It 

represents the financial condition of a firm analyzed using various tools of financial analysis and 

reflects the achievement of financial performance during a certain period. The appraisal of firm 

achievement or performance then can be used as a basis for decision making, both for internal and 

external parties. 

 

Over the past few years, the implementation of Good Corporate Governance (GCG) is 

becoming one of the investors and prospective investors’ considerations in making investment 

decisions. This was mainly triggered by the collapse of renowned public companies in America and 

Europe caused by the business strategy failure and fraudulent practices of top management that went 

undetected in a long time due to the lack of independent 

supervision by corporate boards (Daniri, 2014).         

 

GCG is believed to be one of the key successes for the company to grow and provide long-term 

benefits while helping the company as well as the country to rise towards a healthier economy and 

highly competitive with a dynamic and professional management. This belief underlies the demands of 

a consistently and comprehensively GCG implementation.         

 

GCG principles adopted by The Organization for Economic Co-operation and Development 

(OECD) and some other institutes put the principle of responsibility as a pillar upholding GCG. 

Rakhmat (2013) stated that the application of GCG principles is expected to help the realization of CSR 

practices, since the implementation of CSR be separated from GCG implementation that will encourage 

management to manage the company properly included in implementing social responsibility. 

According to Suharto (2008), a good CSR combines four GCG principles, namely fairness, 

transparency, accountability, and responsibility, in harmony. Meanwhile, according to Karjaya and 

Sisdyani (2014), the implementation of CSR needs to be supported by GCG mechanisms in order tobe 

effective because GCG has a role to control or cope with selfish management behavior. 

 

Corporate social responsibility (CSR) arises as a result of company’s operational activities 

which not only have a positive impact, but also has a negative impact, especially for the people and 

environment around the company. The company is expected to not only concerned with the interests of 

its management and capital owners (investors and creditors), but also employees, consumers, 

communities, and the environment.         
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In communicating CSR implementation to the public, media in the form of website is now 

beginning to be an option, other than through the corporate annual report. This occurs due to the rapid 

use of the internet in the community. The company's website is now used as a means of publication and 

dissemination to build image and public trust about the various activities done by the company. 

 

According to Harmoni (2010), the disclosure through various media is done as a form of 

accountability to stakeholders and to maintain the corporate reputation. The more people know about 

the corporate social investment, the lower the corporate risk level in dealing with social turmoil and the 

higher the value of corporate social hedging.         

 

Through the implementation of GCG and CSR, as well as with the website as a medium of 

publication, the company is expected to be able to improve its performance by taking into account the 

social and environmental dimensions, as well as the needs of all stakeholders, to improve operational 

efficiency and management, and to increase the trust of investor.  

 

LITERATURE REVIEW 

 

Agency Theory 

 

Agency theory is a contractual relationship between one or more parties (principal) to another 

party (agent) to perform services on behalf of principal which involves the delegation of decision-

making to agent (Natalia, 2012). This theory focuses on the establishment of the most efficient contract 

underlying the relationship between principal and agent. Therefore, a good contract between the 

investor and the manager is the one that able to explain the contract specifications to be run by manager 

in managing the funds of investors and specifications about the return distribution between manager 

and investor (Hapsari, 2011). Contract made between the owner and the manager is expected to 

minimize the conflict between the two interests. Alijoyo and Zaini (2004) cited by Rini (2012) assumed 

that the separation of executive and supervision functions in agency theory creates "checks and 

balances", resulting in a healthy independency for managers to generate maximum business 

performance and 

an adequate return for the shareholders.  

 

Stakeholder Theory 

 

Stakeholder theory stated that the company is not the only entity that operates for its own sake, 

but must provide benefits to its stakeholders. The survival of the company was dependent on the 

stakeholders. The corporate goal is no longer to accumulate wealth profusely, but to achieve a 

sustainable development. The company strives to accommodate and satisfy the desire of the 

stakeholders, so that the harmony between the stakeholders and the company can be properly 

maintained in order to maintain the survival of the company. This group of stakeholders is also a major 

consideration for the company in disclosing or not disclosing information in its financial statements. 

 

Good Corporate Governance (GCG) 

 

The Indonesian Institute for Corporate Governance (IICG) defines Good Corporate Governance 

(GCG) as a structure, system, and process used by the organs of the company in an effort to provide 

corporate added value sustainably in the long term by taking into account the interests of other 

stakeholders based on norms, ethics, cultures, and applicable rules. Forum for Corporate Governance in 

Indonesia (FCGI) defines corporate governance as a set of rules that define the relationship between 

shareholders, managers, creditors, the government, employees, and other internal and external 

stakeholders in respect to their rights and responsibilities, or the system by which companies are 

directed and controlled. The added value in question is the effective protection of investors in obtaining 

a reasonable return of investments. 
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Mukharomah (2010) stated that the concept of corporate governance is a concept that can be used to 

manage the business better and more professional as well as competitive. This concept emerges from 

the presence of: (1) rapid environmental changes and impact on the global market competition (2) 

growing demands of the various parties interested in the company (stakeholders).         

 

GCG implementation in the company's performance is the key to corporate success in order to make a 

profit in the long run and have a good competitiveness in global business. According to the survey 

conducted by McKinsey & Co. (2002) cited by Sayidah (2007), investors tend to avoid companies with 

a bad predicate in its corporate governance. The attention paid by investors to GCG is as great as the 

attention on financial performance. The investors believe that companies that implement GCG practices 

have attempted to minimize the risk of decisions that will benefit themselves and improve corporate 

performance that can maximize corporate value. 

 

Corporate Social Responsibility (CSR) 

 

Corporate Social Responsibility (CSR), according to The World Business Council on 

Sustainable Development (WBCSD) in its website, is the continuing commitment by business to 

contribute to economic development while improving the quality of life of the workforce and their 

families as well as of the community and society at large. CSR activities according to WBCSD include 

human rights, employee rights, environmental protection, supplier relation, community involvement, 

stakeholder rights, CSR performance monitoring and assessment. 

 

Anggraini (2006) described corporate social responsibility (CSR) as a mechanism for an 

organization to voluntarily integrate social and environmental concerns into its operations and 

interactions with stakeholders, which exceeds the responsibility of the organization in the field of law. 

Meanwhile, according to Daniri (2008), CSR can be defined as the moral responsibility of a company 

towards its strategic stakeholders, particularly the community around the work area and its operations. 

 

The concept of CSR emerged as a result of the natural character of each company seeking 

maximum benefit without regard to the welfare of employees, society, and the natural environment. 

Along with the increasing awareness and sensitivity of the stakeholders, CSR concept emerged and 

become an integral part of the survival of the company in the future.  

 

Essentially, the purpose of corporate social responsibility is to provide information that allows 

for the evaluation of the effect of company's activities to public (Syahnaz, 2013). Meanwhile, according 

to Asmaranti (2011), the purpose of the disclosure of corporate social responsibility is a form of 

corporate accountability to all stakeholders in the implementation of corporate social responsibility 

activities. According to Indrawan (2011), by implementing CSR consistently in the long run, relations 

with communities to the corporate existence will grow. This in turn can provide benefits for the 

company. 

 

Media Exposure 

 

Activities or programs done by the company that are necessary to expose in order to gain 

certain profitable feedback need to be communicated to stakeholders. In this case, the organization or 

corporate must determine the method of communication and the media to be used or the incorporation 

of both, as well as invite the media to help communicate the program created by the company to all its 

stakeholders. 

 

The development of information and computer technology, including the internet and World 

Wide Web (WWW) facilities or the web, has been providing a wide choice of media to the company to 

disclose CSR programs and enhance its relationships with stakeholders. Before selecting the relevant 
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media, according to Rahman (2009) cited by Kusniadji (2011), there are several things that must be 

considered which are as follows. 

  

1. Characteristics of stakeholders who will be the target of communication. 

2. Media selection based on its character and credibility. 

3. Time management on delivering the messages to the communicant. 

4. The number of provided budget for communication. 

 

The main advantage of web as a medium of communication is that the web has a dimension of 

timeliness (timely) according to Ettredge et al. (2001) cited by Harmoni et al.(2012), because 

information can be immediately available (real time). Mass communication and global reach 

capabilities that are owned by the web allow information to be accessed by various stakeholders. 

Presentation using graphics, animation and multimedia, and search and tracking facilities is very 

possible to do on the web. All these advantages help the delivery of information that needs to be 

communicated by the company to the stakeholders. 

 

Financial Performance 

 

According to Murwaningsari (2009), performance assessment is periodic determination of the 

operational effectiveness of an organization based on the objectives, standards, and criteria established 

previously. Corporate performance can be used as guidance in measuring the success of a company. 

Corporate performance is the measurement of corporate achievements arising from the management 

decision-making process, because of its relationship to effectiveness of capital utilization as well as 

efficiency and profitability of activity performance (Nugroho, 2014). Performance reporting is a 

reflection of the obligation to represent and report the performance of all activities and resources that 

need to be accounted for. 

 

Measuring financial performance can be done by several methods, one of which is the 

profitability ratios. Profitability ratio is the ratio to assess the ability of the company in generating 

profit as well as to measure the effectiveness of its management. ROI (return on investment) is a form 

of profitability ratios used to measure corporate financial performance comprehensively. 

 

ROI is used to measure the overall ability of the company with funds invested in assets that are 

used for the company's operations (net operating income) with the amount of investment or asset which 

is used to generate the operating profit (net operating assets) (Nugroho,2005). Financial performance in 

this research is measured by using a proxy of return on investment (ROI) in the following year due to 

the impact of the financial performance can only be felt in the period after the activity is carried out, 

thus looking at the performance in the following year is more appropriate.  

 

Hypotheses 

 

GCG implementation disclosure is important for a company to show its stakeholders that there 

is a system or principle by which the company is directed and controlled in order to achieve a balance 

between the power and authority of the company in providing accountability to its shareholders in 

particular and its stakeholders in general. The more intense GCG implementation done by the company, 

the higher exposure the company wants to disclose through media.  

 

H1: GCG implementation intensity affects media exposure 

 

High and low obtained values of GCG, according to Sukomulyo (2004) cited by Purwantini 

(2011), will affect the corporate financial performance. GCG implementation in the company's 

performance is the key to corporate success in order to make a profit in the long run and have a good 

competitiveness in global business (Windah and Andono, 2013). The higher GCG implementation 
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intensity, the better corporate financial performance produced because of corporate adherence. 

 

H2: GCG implementation intensity affects financial performance 

 

Implementation of responsibility principle in GCG can also encourage the implementation of 

corporate social responsibility towards society and the environment. Rakhmat (2013) stated that the 

application of GCG principles is expected to help the realization of CSR practices, since the 

implementation of corporate social responsibility cannot be separated from GCG implementation that 

will encourage management to manage the company properly included in implementing social 

responsibility. 

 

H3: GCG implementation intensity affects CSR implementation intensity 

 

CSR done by the company has the purpose of obtaining legitimacy and positive values from the 

society. CSR disclosure on company’s official website can serve the company as efficiency tool and 

promotional media as well as plays a role in creating positive public perception of the company. Thus, 

the higher CSR implementation intensity, the higher company urges to expose it through chosen media.  

 

H4: CSR implementation intensity affects media exposure 

 

CSR practices can indirectly reduce the costs incurred by the company to address the various 

issues related to the demands of its stakeholders. With the increase of corporate income and or the 

stakeholders costs reduction, profit maximization will be created for the company so that the short-term 

profitability of the company will also increase (neoclassical economics) (Satria and Daljono, 2014). 

 

H5: CSR implementation intensity affects financial performance 

 

Practices of CSR tend to increase firm financial performance. This is in line with hypothesis 4 

where CSR practices have the potentials to reduce costs incurred by the firm.  

 

METHODOLOGY 

 

Population of this research is food and beverage firms listed in Indonesia Stock Exchange in 

2012 and 2013. Sample was selected based on the following criteria. 

 

Data used in this research are secondary data which include corporate governance disclosure 

index, CSR disclosure index, visitor number along with CSR content on the sample firm official 

website, and the ratio of return on investment (ROI) in the following year and are obtained from 

audited annual reports downloaded through Indonesia Stock Exchange website (www.idx.co.id), 

sample firms’ official websites, and Worth of Web Calculator worthofweb.com). 

 
Table 1. Sample Selection Criteria and Procedures 

Step Criteria Firm Number 

1 Total of food and beverage firms listed in IDX for 

2012-2013  
16 

2 Firms that do not publish complete annual reports for 

2012-2013  
0 

3 Firms’ annual reports do not disclose all the 

information needed for each variable in this research  
1 

4 Firms that do not have official website which can be 

accessed and actively running  
2 

Selected firms 13 
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GCG implementation intensity in this research is measured by corporate governance disclosure 

index developed by Kusumawati (2007) and Natalia (2012) and derived from Bapepam-LK Decree No. 

KEP-134/BL/2006 and Indonesia Guidance of Good Corporate Governance published by KNKG 

(Komite Nasional Kebijakan Governance), consisting of 16 classifications divided into 93 items of 

disclosure. The calculation is done by using a dichotomous approach meaning each item of corporate 

governance in the research instrument will be rated 1 if it is disclosed and 0 if it is not. 

 

Furthermore, the score of each item are summed to obtain the overall score for each company. The 

calculation formula is as follows. 

CGDIj =   
∑Xij

 93
           (1) 

 

where: 

CGDIj  = Corporate governance disclosure index of firm j 

Xij  = Dummy variable; 1 = if item i is disclosed and 0 = if item i is not disclosed 

 

CSR implementation intensity in this research is measured by CSR disclosure index method 

proposed by Heckston and Milne (1996) cited by Sembiring (2005) consisting of 7 categories divided 

into 78 disclosure items. The calculation is also done by using a dichotomous approach makes the 

calculation formula is as follows. 

CSRIj = 
∑Xij

 78
           (2) 

 

where: 

CSRIj   = Corporate Social Responsibility disclosure Index of firm j 

Xij  = Dummy variable; 1 = if item i is disclosed and 0 = if item i is not disclosed 

 

Media exposure is measured using a combination approach of estimated number of yearly visitors to 

corporate official website through Worth of Web Calculator (worthofweb.com) and CSR content 

displayed on corporate official website with the respective percentages of 50%.  

 

Media Exposure = 50% yearly visitors + 50% CSR content    (3) 

 

Financial performance in this research is measured by using a proxy of return on investment (ROI) in 

the following ear. ROI calculation formula is as follows. 

 

ROI =   
Earning After Tax

 Total Aset
 x 100%        (4) 

 

RESULTS AND DISCUSSIONS 

 

Sample firms on average disclosed 36,66% or 34 items of GCG implementation intensity in 

annual reports with  minimum disclosure of 9,7% or 9 items and maximum disclosure of 1,6% or 47 

items. Meanwhile for CSR implementation intensity, sample firms on average disclosed 20,61% or 16 

items in annual reports with minimum disclosure of 7,7% or 6 items and maximum disclosure of 51,3% 

or 40 items. 

 

Media exposure, measured by estimated number of yearly visitors to corporate official website 

and CSR content displayed on corporate official website, done by sample firms through their official 

websites on average is 31,81%. On the other hand, mean value of sample firms ROI is 0,13982 

indicates that food and beverage firms in 2013on average is able to generate 13,98% return on 

investment of total assets. 
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Descriptive statistics give an overview of variables in this research. Descriptive statistical values can be 

seen in Table 2. 

Table 2. Descriptive Statistical Analysis 

No. Firm GCG CSR ME ROIt+1 

1  ADES  0,419 0,192 0,237 0,126 

2  AISA  0,452 0,410 0,489 0,069 

3  ALTO  0,097 0,077 0,116 0,012 

4  DLTA  0,344 0,115 0,206 0,312 

5  ICBP  0,505 0,474 0,422 0,105 

6  INDF  0,516 0,513 1,000 0,044 

7  MLBI  0,366 0,103 0,394 0,657 

8  MYOR  0,366 0,167 0,045 0,104 

9  PSDN  0,323 0,090 0,075 0,031 

10  ROTI  0,366 0,115 0,326 0,087 

11  SKBM  0,344 0,103 0,140 0,117 

12  SKLT  0,290 0,154 0,160 0,038 

13  ULTJ  0,376 0,167 0,526 0,116 

Minimum  0,097 0,077 0,045 0,012 

Maximum  0,516 0,513 1,000 0,657 

Mean  0,366 0,206 0,318 0,139 

Standard Deviation  0,105 0,153 0,259 0,172 

 

 

After classical assumption tests were performed and showed that all data are normally 

distributed and that there is no heteroskedasticity in regression model, the hypotheses were tested. The 

results are shown in Table 3 through table 7 along with the interpretations and discussions. 

 

The obtained equation from regression result (Table 3) ME = -0,266 + 1,595GCG shows a 

positive correlation  between GCG implementation intensity and media exposure which means the 

higher the intensity of GCG implementation, the higher media exposure undertaken by the company. 

While F and t significance value that are less than the significance level of 0,05 (α 5%) at 0,0016 

indicates that GCG implementation intensity has significant effect on media exposure, then H1 is 

accepted. 

 

Table 3. Results of Regression Analysis: Effect of GCG  

Implementation Intensity on Media Exposure  

Attributes Constant GCG Regression 

Unstandardized Coefficient -0.266 1.595  

Standardized Coefficient  0.649  

F   8.025 

Significance   0.016 

t -1.244 2.833  

Significance 0.239 0.016  

Coefficient of correlation (R)   0.649  

Coefficient of determination (R
2
)  0.422  

Adjusted R
2
  0.369  

Standard error of the estimate  0.206  

 

This result shows that companies consider GCG implementation intensity as positive activities 

carried out in order to achieve success, so companies would certainly inform them to the stakeholders 

including general public. It also shows a high awareness of the company to the growing development of 

internet usage in the community, so that the utilization of corporate official website as a means of 
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publicizing becoming an option that cannot be ignored by the company. 

 

Media exposure undertaken by the company through its website is a means for the company to 

meet the basic principles of GCG, namely transparency and responsibility and to disclose relevant 

material and information about corporate activities to the concerned parties and also as a form of 

corporate responsibility towards those who are interested in the company. 

 

How great companies pay attention to the basic principles of GCG has become an important 

factor in making investment decisions, especially in the relationship between corporate governance 

practices with the character of the current international investment. Implementation of these principles 

and GCG practices will increase investor assurance in the company (Daniri, 2014). 

 

Table 4. Results of Regression Analysis: Effect of GCG  

Implementation Intensity on ROIt+1  

Attributes Constant GCG Regression 

Unstandardized Coefficient -0.092 0.129  

Standardized Coefficient  0.079  

F   0.069 

Significance   0.798 

t 0.495 0.263  

Significance 0.631 0.798  

Coefficient of correlation (R)   0.079  

Coefficient of determination (R
2
)  0.006  

Adjusted R
2
  -.0084  

Standard error of the estimate  0.179  

 

The obtained equation from regression result (Table 4) ROIt+1 = 0,092 + 0,129GCG shows a 

positive correlation between GCG implementation intensity and financial performance in the following 

year which means the higher the intensity of GCG implementation the better financial performance in 

the following year. While F and t significance value that are greater than the significance level of 0,05 

(α 5%) at 0,798 indicates that GCG implementation intensity has no significant effect on financial 

performance in the following year, then H2 is rejected. 

 

GCG implementation intensity does not affect corporate financial performance represented by 

ROI in the following year. This could happen because GCG implementation is still limited as a 

compliance of regulations rather than as a corporate necessity. In addition, the essential focus on GCG 

implementation is on the long-term benefits gained by the company, one of which is corporate 

sustainability. The proxy of financial performance used in this research, which is ROI, is still 

considered as short-term profitability resulting in unnoticeable effect 

 

This result is consistent with researches conducted by Novrianti and Armas (2012) and Izzati and 

Sularto (2012). According to Wardani (2008) cited by Novrianti and Armas (2012), this result is caused 

by several things, namely (1) the low awareness of GCG implemented companies to the necessity of 

GCG, they implement GCG only to comply with the corporate governance regulations, (2) cultural 

element developing in the national business environment has not yet supported the development of 

GCG implementation, for example many companies still think that transparency means opening trade 

secrets and this may threaten the corporate competitiveness, (3) Indonesian market has not yet noticed 

GCG implementation in the company, and (4) GCG implementation cannot directly or in the short term 

creates a favorable change for the company, but it takes time and a lot of information about the 

implementation in a longer period of time. 
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Table 5. Results of Regression Analysis: Effect of GCG  

Implementation Intensity on CSR Practices 

Attributes Constant GCG Regression 

Unstandardized Coefficient -0.200 1.110  

Standardized Coefficient  0.763  

F   15.330 

Significance   0.002 

T  3.915  

Significance  0.002  

Coefficient of correlation (R)   0.763  

Coefficient of determination (R
2
)  0.582  

Adjusted R
2
  0.544  

Standard error of the estimate  0.104  

 

The obtained equation from regression result (Table 5) CSR = -0,200 + 1,110GCG shows a 

positive correlation between GCG implementation intensity and CSR implementation intensity which 

means the higher the intensity of GCG implementation, the higher the intensity of CSR 

implementation. While F and t significance value that are less than the significance level of 0,05 (α 5%) 

at 0,002 indicates that GCG implementation intensity has significant effect on CSR implementation 

intensity, then H3 is accepted. 

 

This result is consistent with researches conducted by Maryanti and Tjahjadi (2013) and 

Murwaningsari (2009), despite the use of different proxies. This shows that companies are aware of 

CSR implementation as the implementation of GCG, so that companies integrate CSR into their 

business strategy in order to increase competitiveness in terms of brand excellence, corporate 

reputation, and environmental preservation. In other words, CSR incorporated various components of 

corporate responsibility towards stakeholders and also corporate responsibility in increasing profits.       

 

Anggraini (2006) stated that the demands on the company to provide transparent information, 

accountable organization, and good corporate governance (GCG) forcing companies to provide 

information about their social activities. This suggests that CSR activities cannot be separated from the 

implementation of GCG. The implementation of CSR can become corporate ultimate weapon in order 

to finalize the implementation of GCG, especially related to cooperative relationships with 

stakeholders. GCG and CSR is an equally important element in contributing success for the company. 

 

Table 6. Results of Regression Analysis: Effect of CSR Practices  

on Media Exposure 

Attributes Constant GCG Regression 

Unstandardized Coefficient 0.056 1.271  

Standardized Coefficient  0.752  

F   14.355 

Significance   0.003 

T 0.661 3.789  

Significance 0.522 0.003  

Coefficient of correlation (R)   0.752  

Coefficient of determination (R
2
)  0.566  

Adjusted R
2
  0.527  

Standard error of the estimate  0.178  

 

The obtained equation from regression result (Table 6) ME = 0,056 + 1,271CSR shows a 

positive correlation between CSR implementation intensity and media exposure which means the 
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higher the intensity of CSR implementation, the higher media exposure undertaken by the company. 

While F and t significance value that are less than the significance level of 0,05 (α 5%) at 0,003 

indicates that CSR implementation intensity has significant effect on media exposure, then H4 is 

accepted.  
 

Once companies carried out CSR activities program, the next important phase is 

communicating it. For companies, the purpose of communication activities through a variety of media 

is a form of corporate accountability to all stakeholders associated with CSR activities as well as to 

maintain corporate reputation. Some companies even consider the idea that communicating CSR 

activities is as important as the CSR activities itself. The more people know about the corporate social 

investment, the lower the corporate risk level in dealing with social turmoil and the higher the value of 

corporate social hedging (Harmoni, 2011). Of the various media used by companies to communicate 

their CSR program implementation, corporate official website is one of the chosen means now given 

the rapid growth of public internet usage. 

 

Table 7. Results of Regression Analysis: Effect of CSR Practices  

on ROIt+1 

Attributes Constant GCG Regression 

Unstandardized Coefficient 0.197 -0.277  

Standardized Coefficient  -0.246  

F   0.712 

Significance   0.417 

T 2.365 -0.844  

Significance 0.037 0.417  

Coefficient of correlation (R)   0.246  

Coefficient of determination (R
2
)  0.061  

Adjusted R
2
  -0.025  

Standard error of the estimate  01.74  

 

The obtained equation from regression result (Table 7) ROIt+1 = 0,197 – 0,277CSR shows a 

negative correlation between CSR implementation intensity and financial performance in the following 

year which means the higher the intensity of CSR implementation, the worse financial performance in 

the following year. While F and t significance value that are greater than the significance level of 0,05 

(α 5%) at 0,417 indicates that CSR implementation intensity has no significant effect on financial 

performance in the following year, then H5 is rejected. 
 

CSR implementation intensity does not affect corporate financial performance represented by 

ROI in the following year. This result is consistent with researches conducted by Novrianti and Armas 

(2012) and Kusuma and Syafruddin (2014). 
 

According to Pratiwi and Chariri (2013) cited by Kusuma and Syafruddin (2014), investors 

have low perception of CSR disclosure because CSR done by companies is generally a part of 

advertisement for the sake of boosting corporate reputation and positive image. Companies would 

prefer to reveal things that are good and cover things that are not profitable for the corporate annual 

reports which led to CSR disclosure quality that is not easily measured and questioned by investors. 

This resulted in the lack of investor interest to invest their money into the company because investors 

deemed the company failed to provide relevant information. Thus, intensity level of CSR 

implementation done by the company does not affect the rate of return on investment. 
 

Waddock et al. (1997) cited by Uadiale et al. (2011) assumed that companies with responsible 

behavior may have a competitive disadvantage because they expend unnecessary costs. These costs in 

the end will reduce shareholder profits and wealth due to the decrease of corporate profits. 

 

CONCLUSIONS AND IMPLICATIONS 
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Generally, based on analysis results and discussion, it can be concluded that GCG 

implementation intensity directly and indirectly through CSR implementation  intensity improves the 

quality of media exposure undertaken by the company in the form of more varied contents and high 

number of visitors. However, GCG implementation intensity directly and indirectly through CSR 

implementation intensity does not affect financial performance represented by ROI in the following 

year.          

 

Specifically, the drawn conclusions are as follows. 

1. GCG implementation intensity improves the quality of media exposure. 

2. GCG implementation intensity does not affect financial performance represented by ROI in the 

following year. 

3. GCG implementation intensity increases CSR implementation intensity. 

4. CSR implementation intensity improves the quality of media exposure. 

5. CSR implementation intensity does not affect financial performance represented by ROI in the 

following year. 

 

Above conclusions implicates that firms which implement GCG intensively will encourage 

them to implement CSR intensively, too. The high intensity of CSR implementation will open up 

opportunities for firms to improve the quality of CSR contents displayed on their official websites 

which in turn will attract more visits from the internet user in the hope of increasing corporate capital 

by attracting prospective investors. However, both GCG and CSR implementation do not have 

significant impact on financial performance represented by return on investment in the following year. 
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ABSTRACT 
 

This study aims to determine the effect of perceptions of understanding and ease of payment and 

reporting in accordance with government regulation No. 46 of 2013 on taxpayer compliance of small 

and medium enterprises (SMEs). The data are sourced from questionnaires distributed to SMEs in 

Depok area. Data analysis using multiple regression assist with SPPS version 20. 

The result of this research is perception of understanding have no significant effect to compliance in 

implementing PP no 46 year 2013, perception ease have positive and significant influence to 

compliance in implementing PP no 46 Year 2013, simultaneously perception comprehension and 

easiness influence to taxpayer compliance. 

 

Keyword: understanding, easiness, compliance 

JEL Codes:   H29 

 

INTRODUCTION 
 The revenue of largest State comes from the tax sector. So the government is trying to make 

efforts in digging tax revenue to support increased revenues from the sector. One that is attempted is 

making the easiness for taxpayers in paying and reporting taxes. Ease is realized by issuing  regulations 

on tax. One of the new government regulations is Government Regulation no. 46 of 2013. This 

regulation is intended to facilitate individual taxpayers and entities with certain gross incomes from 

businness income, which are less than 4.8 Billion. belonging to this category are SMEs.This new Tax 

Regulation has the advantage that the adopted tariff is less than the previous tariff, that of 1% of 

turnover. 

 Small Medium Enterprises (SMEs) is currently the backbone of Indonesia's economy, that has 

great potential for tax revenue. Although turnover and profits are much smaller than large companies, 

but these businesses are able to survive even in crisis situations. The development of SMEs at this time 

very rapidly and support the economic growth of Indonesia, but from the compliance of SMEs 

Taxpayers  still many shortcomings. Many taxpayers of SMEs who deliberately do not report and pay 

taxes due to several things, such as forms and reporting requirements are difficult to understand. For 

SMEsTaxpayers who still use simple accounting calculations have not been able to arrange the 

bookkeeping in detail, it also becomes a factor of low compliance level of the Taxpayers, especially 

SMEs. 

 This research will analyze the influence of perception understanding and easiness of SMEs 

Taxpayer regulation related to the implementation of new government regulation that is Government 

Regulation No. 46 of 2013 on taxpayer reporting compliance of Small Medium Enterprises In Depok 

 

 

LITERATURE REVIEW  

 
1.  Definitions of Tax 

 Based on UU KUP NUMBER 28 YEAR 2007 the definition of Tax is compulsory contribution 

to the country which is owed by an individual or entity which is coercive under the law, by not getting 
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the rewards directly and used for state purposes for the greatest prosperity of the people. According to 

Prof. Dr. P.J.A. Andiani in Mardiasmo (2011) Taxes are contributions to the State (which may be 

enforced) that are owed by the obligatory and pay them according to the rules, with no immediate 

return, which can be directly appointed, and the point is to finance general expenditures relating to the 

duty of the state to administer the government.  

Tax is also a contribution of the people to the State treasury based on the law (which can be imposed) 

with no lead services (kontraprestasi), which can be directly shown and used to pay general expenses 

(Prof. DR RochmatSoemitro, SH in Mardiasmo, 2011).  

From the above definition It can be concluded that the tax is a contribution to the State which can be 

imposed and do not get reciprocity directly.The existence of Taxes has two functions, namely the 

Budget Function (budgetair) as a source of funds for the government, to finance its expenditures and 

Function regulate (regulerend) as a regulator or implement the government in the socio-economic field. 

 

2.  Government Regulation No. 46 of 2013 

 Government Regulation No. 46 of 2013 is a new regulation governing payments and reporting 

to SMEs that previously used the general rule of income tax law. The old rules that previously applied 

to SMEs are the general rules for business entities that are based on the income tax law No. 36 of 2008 

where the income tax is based on net income multiplied by the 25% tax rate. Under the new regulation, 

Government Regulation No. 46 of 2013, the imposition of a SMEs income tax is based on gross 

turnover with 1% final tariff. If the acumulative gross turnover of a taxpayer over a month has 

exceeded Rp 4.800.000.000 (four billion eight hundred million rupiah) in a tax year, the taxpayer shall 

be subject to a 1% income tax rate until the end of the tax year concerned. 

If the acumulative gross turnover of tax payer has exceeded Rp 4.800.000.000 (four billion eight 

hundred million rupiah) in any tax year, the income received or accrued by the taxpayer in the 

subsequent tax year shall be subject to income tax rate in accordance with the provisions of the income 

tax law. 

 Taxpayers who have acumulative gross turnover are Taxpayers who meet the following 

criteria: 

a. An individual Taxpayer does not include a Form of Permanent Business (BUT) 

b. Receives income from business, excluding income from services in respect of free employment, 

with gross revenue not exceeding Rp 4.800.000.000,00 (four billion and eight hundred million 

rupiah) in 1 (one) Tax Year. 

 

 Excludes an individual Taxpayer conducting business in the course of trade and / or services in 

his business: 

a. Using facilities or infrastructure that can be dismantled, either permanent or non-permanent; and 

b. Use part or all of the premises for public interest not intended for business or selling. (IAI 152: 

2014) 

 

3.    Understanding perception 

 Some experts who try to explain the perception of one of them is Sarwono (2006), based on a 

summary perception is the ability of a person to organize an observation, the ability is, among others; 

The ability to differentiate, the ability to group, and the ability to focus. Therefore one may have 

different perceptions, although the object is the same. 

 

4.  Compliance 

In the case of taxes, the prevailing rule is the taxation law. Thus in relation to the compliant 

taxpayer, the definition of taxpayer compliance is an obedience to perform the provisions or rules of 

taxation required or required to be implemented (Kiryanto, 2000).Since the tax reform in 1983 and the 

last in 2000 with the amendment of the tax law into Law no. 16 of 2000, Law no. 17 of 2000 and Law 

no. 18 year 2000, the tax collection system in Indonesia is Self Assessment System. According 

Mardiasmo (2002), Self Assessment System is a tax levy system that gives authority to taxpayers to 

determine for themselves the amount of tax payable. In this system implies that the taxpayer has an 

obligation to calculate, calculate, pay and report notification letter (SPT) correctly, complete and 

timely. 



Proceeding UG Economic Faculty-International Conference                   

Gunadarma University – Campus L2, July 25th-26 th  2017              ISBN: 978-602-9438-80-2 

Kusrina,Pratiwi, Usach 41 
 

 Muliari and Setiawan (2011) explains that the criteria of compulsory taxpayers according to 

Decree of the Minister of Finance No.544 / KMK.04 / 2000 compulsory taxpayers are as follows: 

a. Timely in submitting SPT for all types of taxes in the last two years. Has no tax arrears for all types 

of taxes, unless it has obtained permission to repay or postpone tax payment.  

b. Never been sentenced for criminal acts in the field of taxation within the last 10 years 

c. In the last 2 years of bookkeeping and in the stage of the taxpayer has been examined, correction on 

the final examination for each type of tax payable at most 5%. 

d. A taxpayer whose financial statements for the last 2 years are audited by a public accountant with 

an unqualified opinion or opinion with the exception of not affecting the fiscal loss. 

                                                     

RESEARCH METHODOLOGY 

1.  Types and Data Sources 

 The type of data used in this study is primary data. To obtain information is done by 

distributing questionnaires to 50 SMEs whose gross  business circulation is less than Rp 4.800.000.000 

(four billion and eight hundred million rupiahs) per year in Depok City. The questionnaire distributed 

in the form of a statement with the measurement scale used is a five-point Likert scale. 

 

2.   The description of research and hypothesis 

 

 

 

 

 

 

 

 

 

The hipothesis are : 

H1: Perseption of understanding influences on Compliance 

H2: Easiness regulation influences on Compliance 

H3: Comprehension and easiness influence on compliance 

 

RESULT 
 

1.   Testing validity, reliability and classical tests 

 Based on the validity of the test results (appendix) is known that all the items that are used as 

insturumen statement to measure the research variables have R Calculate greater than the R table so 

that the entire item based on indications stated research valid. While reliability testing results ( 

appendix ) of each variable research, obtained results with the alpha value greater than 0.6 in each 

variable (0.604; 0.787 and 0.712). Thus it can be stated that the variables of Perseption of 

understanding (X1), Easiness regulation (X2), and Compliance (Y) yield reliable or reliable data. 

Normality test is done by dependent variable and independent variable has normal distribution seen 

from PP plot graph in appendix. 

 Multicollinearity test results obtained t that the Tolerance value for the variable Perseption of 

Understanding of 0.968, Easiness Regulation of 0.968. Similarly, the understanding of VIF for the 

variable of 1.033, Ease of 1,1033.Nilai Tolerance of both variables show tolerance ≥ 0:10, and VIF ≤ 

10So it can be concluded that these two variables are free of problems occur multikolinearitas which 

means no correlation between variables Independent. That means the multicolinearity test is met. 

The test results obtained autocorrelation value of Durbin-Watson (DW count) amounted to 1,286 

(appendix). Based on predetermined criteria, DW amounted 1,286 from the criteria of -2 to 2. It can be 

concluded that there is no autocorrelation. From the pictures scatterplot (appendix) concluded that there 

is no heteroskedastisity because there is no clear pattern as well as the points spread above and below 

the numbers 0 on Y axis. That means no heterocedasticity, so the heteroskedasticity test is met. 

Perception of  understanding 
 

Easiness of new 
regulations 

Compliance 
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b.   Hypothesis Test Results 

           Hypothesis testing in this research is conducted to test the influence between variables 

Perseption of Understanding and Easiness Regulation as independent variable (X) to Compliance as 

dependent variable (Y). The following is the result of hypothesis testing: 

 

Partial Test Results (t test) 

T test is used to find out whether the partial or individual independent variablesinfluence or not to the 

dependent variable. To find out the results are significant or not, the significance value t will be 

compared with the 0.05 significance level. The result of t test is  follows: 

 

Table 1 

T test Result 

Model T Sig. 

 

(Constant) 1,264 ,212 

Perseption of 

Understanding 
,002 ,999 

Easiness 

Regulation 
9,391 ,000 

 

The followingare multiple linear regression testing result: 

a.  Influence of Perseption of Understanding for Compliance 

 Based on the test results that the significant level of 0.999. The significance level is> 0.05 then H1 

hypothesis rejected. That is indicates that the variables Perseption of Understanding have no 

significant effect on Compliance. 

b.  Effect of Easiness Regulation for Compliance 

 Based on the t test results, the value of significant level of 0.000. The significance level is <0.05, 

that means accepted H2. That shows that the Easiness Regulation variable influences significant to 

the Compliance. 

 

Simultaneous Test Results (F Test) 

ANOVA (Analys of Variance) test or F test is used to know simultaneously or together independent 

variable have an effect or not to dependent variable. The result of F test as follows: 

 

Table 2 

The result of F test 

Model Sum of 

Squares 

Df Mean 

Square 

F Sig. 

1 

Regressio

n 
10,653 2 5,327 45,552 ,000

b
 

Residual 5,496 47 ,117   

Total 16,149 49    

 

Based on the results of the F test obtained F-value calculated at 45.552 with probability 0.000. The 

significancy test result less than 0.05, it is concluded that the H3 is accepted. That mean the together 

independent variables influence the dependent variable. 
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Coefficient DeterminationTest Results. 

Coefficient of Determination (R2) serves to see the extent to which all independent variables can 

explain the dependent variable. Coefficient of determination is between 0 and 1. If the coefficient of 

determination closer to 1 the ability to explain the independent variable on the dependent variable is 

getting stronger, which means independent variables provide almost all the information needed to 

predict the variation of the dependent variable. While the coefficient of determination (Rsquare) is 

small means that the ability of independent variables in explaining the variation of the dependent 

variable is limited (Ghozali, 2013). The calculation coefficient of determination results are as follows: 

Table 3 

The coefficient of determination results 

 

Model R R Square Adjusted R 

Square 

1 ,812
a
 ,660 ,645 

 

Based on the test results coefficient of determination on the table above the value of R square in the 

regression model of research obtained by 0.660 or 66%. This shows that the independent variables can 

be explained the dependent variable by this equation model of 66% while the rest of 34% is influenced 

by other factors not included into the regression model. 

 

CONCLUSION 
 After several tests are successful, the following conclusions can be drawn: 

1.  Based on regression result the variable perseption of understanding has no significance influence for 

compliance variable. This result shows the lack of understanding on the taxpayer in applying the 

Government Regulation no 46 of 2013. Therefore, if the government wants to raise its income 

through taxes by providing new tax regulations or regulations then the government should also 

provide education on the importance of taxes, rights and obligations for taxpayers . If these things 

have been done by the government then it is not impossible to achieved target government revenue 

through tax.  This result is in accordance with the research conducted (Hanum, 2012). He describes 

knowledge to be one factor that affects taxpayers in carrying out their tax obligations. Another study 

conducted by (Supriyati and Hayati, 2008) about taxes knowledge have a positive and significant 

impact on taxpayer compliance. 

2.  Based on the regression results obtained coefficient Ease of regulation taxation can be concluded 

that Easiness Regulation (X2) have positive and significant effect on compliance in implementing 

PP no 46 year 2013 (Y). With such results we can see that the ease in paying taxes greatly affect 

taxpayer compliance in carrying out its tax obligations. 

3.  Based on the results of F test obtained both variables (Understanding and Ease) together have an 

effect on Y (Compliance in implementing Government Regulation no 46 of 2013). This positive 

influence means that the better the Understanding and the Ease the higher the taxpayer compliance. 
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Yount (1999) jumlah populasi kurang dari 100 lebih baik diambil sebagai sampel penelitian 

populasi.Jakarta: Bina Aksara. 

 

 

 

Appendix 

 

Validity Test Result 

X1 = Perseption of understanding 

 R Hitung R Tabel Keterangan N 

X1.1 0,305 0,279 VAL 50 

X1.2 0,283 0,279 VAL 50 

X1.3 0,299 0,279 VAL 50 

X1.4 0,298 0,279 VAL 50 

 

X2 = Easiness Regulation 

 R Hitung R Tabel Keterangan N 

X2.1 0,514 0,279 VAL 50 

X2.2 0,703 0,279 VAL 50 

X2.3 0,55 0,279 VAL 50 

X2.4 0,543 0,279 VAL 50 

X2.5 0,568 0,279 VAL 50 

X2.6 0,588 0,279 VAL 50 

X2.7 0,384 0,279 VAL 50 

X2.8 0,704 0,279 VAL 50 

X2.9 0,573 0,279 VAL 50 

 

Y = Compliance 

 R Hitung R Tabel Keterangan N 

Y.1 0,538 0,279 VAL 50 

Y.2 0,667 0,279 VAL 50 

Y.3 0,465 0,279 VAL 50 

Y.4 0,451 0,279 VAL 50 

Y.5 0,564 0,279 VAL 50 

Y.6 0,704 0,279 VAL 50 

 

Reliability test result 

 

 

Autocorrelation test result 

Mode

l 

Change Statistics Durbin-Watson 

df1 df2 Sig. F 

Change 

1 2 47 ,000 1,286 

 

Variabel Nama Variabel NilaiCronbach’s 

Alpha 

Keteranagan 

X1 Understanding 0,604 Reliabel 

X2 Easiness 0,787 Reliabel 

Y Compliance 0,712 Reliabel 
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Multicolinearitas test result 

Model Collinearity Statistics 

Tolerance VIF 

1 

(Constant)   

Understanding ,968 1,033 

Easiness ,968 1,033 

 

     

Heteroscedastisity test result 
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ABSTRACT

Corporate  Social  Responsibility  (CSR)  is  a  factor  affecting  the  development  and  survival  of  the
company. This study aims to know, analyze and test the effect of profitability, propotion of the board of
commissioners  and  environmental  performance  to  corporate  social  responsibility  disclosure.  The
population in this study are mining companies listed in Indonesia Stock Exchange 2012-2016. Of the 37
listed  companies,  only  10  companies  meet  the  specified  sample  research  criteria.  Data  analysis
technique is done with classical assumption test, hypothesis test using multiple regression analysis with
SPSS  22.0  for  windows.  The  results  of  the  study  showed  a  positive  influence  of  environmental
performance on CSR disclosure. Meanwhile, the proportion of board of commissioners and profitability
has no effect on CSR disclosure.

Keywords : Profitability, proportion of the board of commissioners, environmental performance, 
corporate social responsibility disclosure.

INTRODUCTION

Every company has the same goal in running the operational activities, that is get the maximum
profit to maintain the company’s survival and shareholder’s welfare. Companies that seek to maximize
profits, especially bussiness firm engaged in the utilization of natural resources, often ignore the social
and  enviromental  impacts  that  result  from economic  action.  That  action  may  cause  environmental
damage and impact on local communities either directly or indirectly.

The existence of environmental damage makes people aware about the important role of the
company to  the  social  environment.  Communities  needs  information  on how far  the  company has
implemented  social  activities to ensure that  their  rights are met.  With the increasing pressure from
public to make the company not an arrogant entity, it is important for the company to implement social
responsibility  or  known as  Corporate  Social  Responsibility  (CSR).  Corporate  Social  Responsibility
(CSR) is a form of corporate responsibility to the environment for social and environmental awerness
by not ignoring ability of the company’s economic (Untung, 2014)

The concept of CSR is generally defined as a collection of policies and practices related to
stakeholders, values, legal compliance, public and enviromental awards, and also bussiness commitment
to contribution of sustainable development. Thought that underlies the exsistence of Corporate Social
Responsibility one of them is the concept of triple bottom lines (TBL). An idea that makes the company
is no longer faced with responsibility on the single bottom line (corporate value) which is reflected in
the financial condition only, but the responsibility of the company should be based on triple bottom
lines that also pay attention to social and environmental issues or known as 3P (Profit, People, Planet).

At the first time, the exsistence of CSR is not required by the government or interested parties
and it can be said voluntary, but now it is mandatory for the company to engage in corporate social
responsibility activities.  The company’s obligation to implement social responsibility is regulated in
Law number 40 year 2007 article 1 point 3 states that social and enviromental responsibility is the
company’s commitment to participate in sustainable economic development. Implementation of the role
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of social responsibility is regulated in article 74 Law number 40 year 2007 states that a company which
conducting bussiness in the field and/or with natural resources is obliged to carry out CSR and it is
budgeted and taken into account as the cost of company whose implementation is done with due regard
to propriety and fairness. In article 66, point 2c also states that in the company’s annual report must
include a report of social and environmental responsibility.

Although CSR disclosure has become mandatory, there are still many companies do not want to
run CSR activities because they can not provide benefits in the short term and notice that CSR activities
only as a cost of expenditure. According to Vicenovie (2016) if CSR activities are properly designed
and implemented well then corporate social responsibility will be a useful long-term social investment,
both to enchance the company’s image in the eyes of the public or investors and a corporate’s social risk
management.

Various research related to the disclosure of Corporate Social Responsibility has been widely
researched.  Several  factors  affecting  corporate  social  responsibility  disclosure  are  profitability,
proportion of the board of commissioners and environmental performance. But some of these researches
still have different result.

LITERATURE REVIEW

Corporate Social Responsibility (CSR)

Corporate Social Responsibility (CSR) is a concept that an organization has a responsibility to
consumers, employee, community, shareholders and the environment in the operational aspects of the
company. CSR is closely linked to sustainable development, where there is an argument that company
engage in activities not only based on financial factors such as profit or dividends but also on social and
environmental  consequence.  In  other  words,  Corporate  Social  Responsibility  (CSR)  is  a  form  of
corporate concern for the surrounding community by activities performed for environmental protection,
community norms, and other forms of social responsibility.

The Effect of Profitability to Corporate Social Responsibility Disclosure

High profitability shows the company produces high profits. The company with high profits
have enough funds to collecting,  grouping,  and processing information more useful  and be able to
present  a  more  comprehensive  disclosure.  In  addition,  with  high  profits  there  is  a  perception  or
assumption that activity of CSR is not a harmful activity, but it is a long term strategy that will give a
positive effect for the company.
Ha₁ : Profitability has a positive effect to CSR disclosure.

The Effect of Proportion of the board of commissioners to CSR disclosure

The  independent  board  of  commissioners  is  an  element  of  a  good  corporate  governance
structure that has accountability to corporate owners and other interested parties with legitimacy. An
Independent board of commissioners will have an effect on control and supervision of management in
company operations to disclose CSR wider.
Ha₂ : Proportion of the board of commissioners has a positive effect to CSR disclosure. The Effect of Environmental Performance to 
CSR disclosure

According to Verrecchia (1983, in Rakhiemah and Dian, 2009) with the discretionery disclosure
theory that good environmentalists believe that expressing their performance means portraying good
news  for  market  participants.  If  the  company  has  many  roles  in  environmental  activities  then  the
disclosure of environmental activities in the annual report will be wider.
Ha₃ : Environmental performace has a possirive effect to CSR disclosure
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RESEARCH METHOD

Population in this reseach are a mining company listed in Indonesian Stock Exchange 2012-
2016. Sample was chosen by purposive sampling method. Meanwhile, the data analysis techniques used
include  descriptive  data  analysis,  classical  assumption  test  (normality  test,  multicollinearity  test,
autocorrelation test, and heteroscedasticity test) and multiple linear regression analysis

RESULT OF THE SEARCH

Table I
Recapitulation of Classical Assumption Test Result

Normality Variable Multicolliniearity Heteroscedasticity Autocorrelatio
n

Tolerance VIF
Profitability 0,951 1,051 0,187
Proportion of

0,913 the board of 0,983 1,017 0,631 1,802
commissioners
Environmental 0,963 1,038 0,480
Performance

Source : SPSS 22.0 processed

Table 1 shows that the test has been free of problems of normality (0,913> 0,05), multicollinearity
(tolerance value > 0,1 and VIF < 10), heteroscedasticity (> 0,05) and autocorrelation (dl=1,421 and
du=1,674 so 1.674 < 1,802 < 4-1,674 ).

Table II
Recapitulation of Multiple Linier Regression Analysis

Varaible B Sig.

(Constant) 0.311 0.000
Profitability 0.97 0.065
Proportion of the board of commissioners -0.207 0.098
Environmental performance 0.054 0.000

F sig = 0.000

Source : SPSS 22.0 processed

Table 2 shows the result of multiple linier regression analysis.  The profitability variable has a
signigicant 0,065, so Ha₁ is rejected because 0,065 > 0,05.  It  means,  profitability has no effect to CSR
disclosure. This indicate that the increase in profitability of mining companies in Indonesia Stock Exchange
doesn’t  nescessarily  encourage  companies  to  disclose  CSR.  Sometimes  the  company  with  high  profits
assumes that it isn’t necessary to report the performance of the company throught disclosure because it’s
likely  to  disrupt  information  about  the  company’s  financial  success.  And  because  the  profitability  and
disclosure  of  csr  are  two different  things.  Profitability  is  more  emphasis  on  the  company's  operational
activities while disclosure of csr more emphasis on reporting in the company's annual report.

The proportion of the board of commissioners variabel has a significant 0,098, so Ha₂ is rejected because 0,098 >
0,05. It means proportion of the board of commissioners has no effect to CSR disclosure. This becomes empirical evidence that
the large proportion of independent of commissioners doesn’t motivate management to conduct CSR. This is because, there are
other considerations of the Independent Board of Commissioners in determining the company's sustainability to establish more
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objective  policies  relating  to  the  company  (Sulistyawati,  et  al.,  2016).  And  also,  with  the  limited
authority of independent board of commissioners, no matter how many independent commissioners in
the company can’t intervene in decision-making CSR programs (Purbopangestu, 2014).

The environmental performance variabel has a significant 0,000, so Ha₃ is accepted because 0,000 <
0,05.  The government rating program encourages companies to  express their  concern for  environmental
protection.  Companies  with  good  environmental  responsibility  will  tend  to  disclose  their  performance
because  this  is  a  good news for  market  participants  (Verecchia,  1983 in  Rakhiemah et  al.,  2009).  This
indicates that  the company wants to prove the transparency of the company where the company is also
concerned and responsible for what has been done so that the public will realize how big the responsibilities
and activities of the company to the environment and social. With the awareness of the community then the
company hopes the community will continue to support every operational activities of the company.

CONCLUSION AND SUGGESTION

Environmental performance proved to has a positive effect to Corporate Social Responsibility
disclosure to mining companies listed in IDX 2012-2016. It is also proven to be based on the value of
CSR scores,  where  companies  with good environmental  performance  have higher CSR scores than
poorly  performing  firms.  However,  the  profitability  and  proportion  of  independent  board  of
commissioners isn’t proven to affect Corporate Social Responsibility disclosure to mining companies
listed in IDX 2012-2016. This indicates that environmental performance factors should be considered in
the disclosure of social responsibility in the company's financial statements.

Mining companies should be more proactive in implementing CSR programs so that programs
can be  well  realized  and have  a  positive  impact  on  the  lives  of  the  communities  surrounding the
company. For investors and candidate of investors are expected to consider the disclosure of corporate
social responsibility in deciding to invest.
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ABSTRACT 

The integrated supply chain management with internet and technology brings new innovation 

management changes in enterprise. It called electronic supply chain management (E-SCM), to be able 

to reach the maximum result, the implementation of E-SCM need the ability to create, acquire, capture 

store, maintain and disseminate the organization's knowledge. This paper is literatures study that 

discussed about the issues related of benefits and constraints on E-SCM implementation in enterprise. 

Enterprise that implement E-SCM will have a competitive advantages which can be affecting the 

increase in performance of enterprise also be more sensitive to market environment changes rather 

than the competitor. This paper findings the success of E-SCM implemented in enterprise need support 

from knowledge management (KM). 

Keywords: Electronic Supply Chain Management, Knowledge Management, Effectiveness, Efficiency, 

Customer Loyalty, Market Development  

JEL Code: O33, M11, M15 

 

INTRODUCTION 

The fact that B2B exchanges have been significantly affected by the transformation in sharing 

information processes, sizes of the companies from giant industrial to small start-ups, whom are 

conducting Internet based B2B exchanges. It is undeniable that business managers were thrilled by the 

prospect of its efficiency, effectiveness and innovation, which they believed would overcome barriers 

in time and geography and improve inter-organizational relation. IT is considered to be of significant 

strategic importance to most companies (Haug et al., 2011 in Fatorachian. H, 2012). IT becomes a 

significant factor which create a close relationship between buyers and supplier relationships that will 

improve the collaboration process. According to Maguire et al. (2007) ICT allows cost reduction and 

improvements in product development and quality service in enterprise, resulting in gaining 

competitive advantage.  
 

In order to develop the supply chain and utilize the IT and internet be known as an electronic 

supply chain. The electronic supply chain is a process involving enterprise and partners that integrated 

with a potential of the new technological solutions that allow the sharing of processes, objectives and 

information that relevant for the entire chain. ICT provides powerful tools that allow organizations to 

improve supply chain performance significantly, through enhanced process efficiency and integration 

(Cagliano et al., 2005 in Fatorachian. H, 2012). In order to find a better competitive advantage and 

survive in the market with daily increasing changes, all organizations are in need of a dynamic network 

based upon cooperation in supply chain management.  
 

Internet enables supply chain to create, storage, dissemination and application of organizational 

knowledge. This third type of impact of the Internet on SCM is called knowledge management 

(Maymand, Dr. Mohammad M and Mohebi, N., 2016). According to E.W.T. Ngai, E.W.C. Chan, 

(2005) KM refers to the set of processes or practice of developing in an organization the ability to 
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create, acquire, capture store, maintain and disseminate the organization's knowledge. To be able to 

organize the implementation of supply chain, organization needs to be sure the managerial system can 

maximize the implementation of supply chain. Internet and IT allow efficient inter-organizational 

information flows, facilitating supply chain management (Ooi et al., 2009). Electronic supply chain 

management system can improve supply chain management by allowing effective communication 

between companies in the supply chain as well as providing easy access to information generated. 

Furthermore, reducing the problem of information overload is considered to be another advantage of e-

supply chain (Leon-Pena 2008). Wu et al., (2014) analyzed the role of information sharing and 

collaborative behavior indicated a positive impact of trust, commitment, reciprocity, commitment and 

power on both; though supply chain performance is shown to be influenced more by collaboration than 

information sharing. 

In a supply chain, products or services move from the upstream suppliers, through some 

intermediate links, to the downstream sellers, and ultimately to the end users. Only cooperation can 

help them to realize the whole value of supply chain. So the essence of supply chain is cooperation, 

then cooperation and cooperative relationship is not separated. The relationship among enterprises have 

direct link to the efficiency and benefit of supply chain. More stable the relation more steadies and 

more efficient the supply chain is (Guo, Y., 2007). E-collaboration refers to integrating and sharing 

data, through the internet or extranets. Upstream and downstream value chain process are integrated 

through cooperation and sharing information, allowing various parties in the supply chain to cooperate 

with each other in the development and design of products (Cassivi et al., 2004 in Fatorachian H, 

2012).  

The main factors that contributed to the transition from SCM to E-SCM are a response to the 

business requests set from the new needs of the organizations: (Ivanovska L. P and Kaleshovska, N, 

2013) 

● The need for additional reduction in the costs as well as improvements in the processes through 

the expansion of the tools for modern management in the organizations from the supplier channels 

to the customer channels 

● The introduction of computerization and digitalization of the internal functions of the 

organizations with new technique, tools, and management methods. 

● The need for efficiency and agility of the organizations in order that they can respond to the higher 

demands of the customers whose growing demands and bargaining power continually increases. 

● The effort to optimize the organization by having lower inventory levels both in manufacture and 

distribution by, in parallel, offering supreme quality and service.  

● The deserting of vertical integration and functional oriented organizations. 

● The tendency for outsourcing of some operational functions that are not the core of the business to 

other organizations specialized in that field.  

● The explosive expansion of global commerce and the opening of new markets that only few years 

ago were closed.  

● Finally, the e-business technologies and the internet have enabled organizations of all sizes to 

have a network and be closely connected, conquer with their partners and compete for market 

share. 

The reason behind this study are to understand the issues related to the electronic supply chain 

management system in enterprise, to understand what factor that need to be added in successfully 

implementing electronic supply chain management and describe the role of electronic supply chain 

management system in enterprise.  

 

 

LITERATURE REVIEW 

Supply Chain Management 
 

According to the Global Supply Chain Forum, SCM defined as: "The integration of key 

business processes from end user through original suppliers that provides products, services, and 

information that add value for customers and other stakeholders." (Lambert & Cooper, 2000 in Chen. H 

and Kong. L, 2007). Supply Chain Management (SCM), also known as supply chain integration or 
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supply chain optimization, is the process of optimizing a enterprise's internal practices in interacting 

with suppliers and customers in order to bring products to market more efficiently (León-Peña J.R., 

2008) 

 

Information Technology (IT) and Internet 
 

According (Frohlich.M.T., 2002, Sahlin. F and Robinson. E. P., 2003 in Chen. H and Kong. L, 

2007) information technology (IT) allows a greater amount of data to be distributed with increased 

accuracy and frequency along the supply chains and for their activities to be synchronized. As a result, 

the firms in supply chain are able to efficiently coordinate their business decisions and activities and 

become integrated.  

Internet connection and communication functions operated by the enterprises could result in more 

efficient information exchange among the enterprises. The operational process would be more 

successful and enterprises would further reduce the stocks and increase the inventory turnover rate that 

will boost organizational performance (Turban, E et al., 2000 in C. Y. Chen et al., 2006) 

 

E-Supply Chain Management  
 

The E-SCM is a concept that can be described as a network of independent partners who are 

not only distributers of certain products and services in the supply chain, but also stimulate the demand 

and lead the synchronization of capabilities and resources in the whole supply chain in order that they 

provide levels of operational efficiency and leadership on the market (Ross, D.F, 2003 in Ivanovska, 

L.P and Kaleshovka, N., 2013) 
 

E-SCM is a combination between the internet, the supply chain management and the true 

balance between them (Lankford, W.M, 2004 in Ivanovska, L.P and Kaleshovka, N., 2013) 

E-SCM is a new dimension derived from the former SCM concept and developed as a result of the 

evolution of the information technologies as well as reengineering of the organizations’ business 

processes towards partners cooperation enabled by the Internet. (Ivanovska, L.P and Kaleshovka, N., 

2013). 

Electronic supply chain management is the internet impact on the integrity of the original 

business processes from end-user to the main supplier of products, services and provides information to 

customers and other stakeholders and creates value (Giménez and Lourenço, 2004 in Ghasemi, A., 

Shirmohamadi, M., Taimouri, A., 2015) 
 

Figure 1 explain that Cooper, Lambert et al. (1997) proposed that customer relationship 

management, customer service management, demand management, e-fulfillment, e-procurement, 

manufacturing flow management, product development and commercialization, and reverse logistics 

are the part that related to the process of the integration of internet and business process. Gime nez and 

Lourenco (2008) added some topics that are related with SCM enablers, such as supply chain 

relationships, planning and optimization tools and information flows. 
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They also added two topics: industry structure and competitive challenges, and impact on performance. 

According to them by implementing internet in supply chain management will be affected to some 

management process in enterprise:  

 The customer relationship management process 

The customer relationship management (CRM) is about developing and maintaining the relation 

with the customer. The impact of the internet in supply chain related to CRM can be distinguished 

into two different types of impacts. First is the internal effect. Through the internet either the 

customer or all business units can get the same information which enables them to negotiate. 

Second is the downstream effect. The downstream effect refers to the impact of the Internet on the 

relationships with customers which allows enterprise to provide new services to customers, 

increasing the companies’ products and services offerings then the important is allow enterprise to 

collect data as users navigate through web sites. 

 The demand management process 

The demand management process includes forecasting demand and synchronizing it with 

distribution, production and procurement. The impact of the internet in this process affects its 

upstream and downstream links. The better forecasting will reduce the order process costs and the 

stock levels. Other than that, electronic supply chain management not only sharing the information 

but also the knowledge aspect. It enables partner access data analysis and modeling to jointly make 

a better planning and decision making.  

 The e-fulfillment process 

This process is about the integration of the manufacturing, logistics and marketing functions to 

ensure customer satisfaction and reduce total cost before, during and after the order fulfillment. 

The impact of the Internet on the order fulfillment process has two main aspects. First is related 

with the e-commerce that consists on fulfilling customer order through the internet which 

increases the efficiency. Second aspect is related to the use of the Internet to improve the 

Figure 1. 

A framework for E-SCM, based on Gime nez and Lourenc¸o (2008) 
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efficiency of the order fulfillment process which actually requires the access and manipulation of a 

large amount of data from customer orders to inventory levels. 

 The e-procurement process 

The e-procurement process supports the procurement and sourcing activities via Internet 

technologies and enables an efficient negotiation between buyers and suppliers. Several firms have 

implemented e-procurement solutions not only to reduce costs but also sharing information since 

this e-procurement process involves retrieving, sharing and storing a large amount of data and 

information. 

 The product development and commercialization process 

It distinguished into three types of effects: internal, downstream and upstream effects. In internal 

the Internet enables the collaboration of different functional units in the new product development 

process. While for the downstream affect, internet helps enterprise to study the target market faster 

with the cheaper way. And, the upstream effect enables suppliers involved in the process as early 

as possible in order to reduce costs and time. 

 The reverse logistics and returns process 

It is undeniable that the effective return management became the most attractive weapon to stay in 

competitive. Managing returns involves managing different types of data such as the reasons for 

return, conditions of the product, point of return, instructions to customers, etc. The major impact 

of the Internet on this process consists on providing better information and knowledge to all 

members of the supply chain involved in this process. 
 

According to Hua and Cong (2011) E-SCM as the management in all the processes in the entire 

supply chain, such as planning and forecasting, procurement, inventory, production, logistics, sales and 

information and other resources and customer satisfaction, which is achieved by the means of e-

commerce of information technology. They also identified the core features of an E-SCM as: 

1. Strategy of cooperation among members 

2. Intelligent of Information Management 

3. The agility and flexibility of business Integration of the network organization 

The most import according to Simchi Levi et al (2003), the objectives of E-SCM are:  

1. Providing information availability and visibility 

2. Enabling single point of contact of data  

3. Allowing decisions based on total supply chain information  

4. Enabling collaboration with supply chain partners 

Knowledge Management 
 

Knowledge management is a discipline that promotes an integrated approach to identifying, 

capturing, evaluating, retrieving, and sharing all of an enterprise's information assets. These assets may 

include databases, documents, policies, procedures, and previously un-captured expertise and 

experience in individual workers." (Duhon, 1998). The definition of knowledge management 

from APQC (American Productivity & Quality Center) is a systematic process that enables information 

and knowledge to grow, flow, and create value. The KM discipline is about connecting people to the 

information and expertise they need to achieve business results. 

 

Research findings about E-SCM in Enterprise 
 

The following findings are about the competitive advantages from implement E-SCM for enterprise. 

 

Table 1. Research Findings 

 

No Authors (years) Significant Finding 

1 
Khan. S.A, Liang. Y 

and Shahzad. S (2014) 

For SMEs operations E-SCM could be a potential feature to improve on the 

materials flow and information flow between supplier and customer. The 

http://www.apqc.org/
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No Authors (years) Significant Finding 

contribution of supply chain management to firm performance be affected by 

market orientation and supply chain orientation. 

2 
Ivanovska, L.P and 

Kaleshovka, N. (2013) 

Electronic supply chain management brings elements that contribute to 

improved and integrated supply chain relationships which enabled by 

technology solutions that allow electronic connection between the partners and 

their applications and systems. The Internet in fact enhances E-SCM by 

making real time information available and enabling collaboration between the 

partners 

3 Ooi et al., (2009) 

SMEs need to effectively share information in order to implement e-business 

successfully in their supply chain. In other words, SMEs that are willing to 

share essential supply chain information with their trading partners are more 

likely to adopt e-business 

4 
Chengzhi, J., Zhaohan, 

S., (2009) 

Having an effective supply chain management represents a vital element in 

creating a competitive advantage, as it directly influences coming forward to 

the changes in the demand effectively and efficiently  

5 
C. Y. Chen et al., 

(2006) 

The enterprises’ reinforcement of e-Supply chain capability could improve 

organizational performance; when the competitive advantages were increased, 

there would be better organizational performance 

6 
Hajar Fatorachian. 

(2012) 

E-SCM system can improve SCM by allowing effective communication 

between companies in the supply chain as well as providing easy access to 

information generated. 

7 

Atiq W. Siddiqui and 

Syed Arshad Raza. 

(2015) 

An increasing attention, e-Supply Chain Modeling/Design/Implementation 

showed the greatest increase followed by Performance Measurement, 

Evaluation and Impact and Supply Chain Integration and Collaboration 

8 

Navid Nikakhtar* and 

Yang Jianzheng. 

(2012) 

The competitive advantage by the use of electronic supply chain as a basic and 

fundamental factor in fixed and maintenance of next step and make better 

situation than other competitors in market and industry. The electronic supply 

chain management that efficiency and applications may assist the organization 

for obtaining a high rate of competitive advantage against competitors in 

market 

9 Dehning et al., (2007). 

The potential performance improvement with e-supply chains (e-SCs) that are 

directly observed as cost reductions, increased responsiveness, and better 

financial performance  

10 

Ghasemi, A., 

Shirmohamadi, M., 

Taimouri, A.,(2015) 

The use of electronic supply chain management in companies and factories 

will reduce administrative costs; improve process efficiency, greater 

integration, increased agility and flexibility of the organization and lower 

effect occurs in terms of supply chain, reduce inventory levels, faster access to 

information as well as improve communications and customer service. All of 

these advantages reduce operating costs, increase productivity, increase 

revenue and so on, which indicates improvement in the economic performance 

of the enterprise or organization 

11 

Maymand, Dr. 

Mohammad M and 

Mohebi, N., (2016) 

Implementing electronic supply chain can help making-loyalty among 

customers and in this case improving satisfaction level, trust and loyalty of 

customer on organization or enterprise. The improving satisfaction level is 

more important in making customer’s loyalty 

12 
Valverde, R., and 

Saadé, R. G. (2015) 

E-SCM has positive impact because conducting better communication 

between the firm and it supplier, facilitates document preparation and provides 

for better remote access capability. The survey revealed that the use of E-SCM 

in the firm will lead to fewer errors thus cost savings 

13 

A. Mohammadi, M. 

Sahrakar and H.R. 

Yazdani (2012) 

A study that revealed that the improvement in supply chain capabilities 

through Information Technology (IT) allows the firm to learn and respond to 

market changes better and quicker than competitors. 

14 Maguire et al., (2007) 

"Spreadsheets and databases as well as intranets" continue to be considered as 

main applications in creating competitive advantage in SMEs. Innovative use 

of the internet allows SMEs to take advantage of market opportunities 

15 Devaraj et al, (2007) The most important impact of the Internet on supply chain management is 



    Gunadarma University – Campus L2, July 25th-26 th  201 

ISBN: 978-602-9438-80-2    Proceeding UG Economic Faculty-International Conference 

58 Putri, Wulan, Pratiwi 

 

No Authors (years) Significant Finding 

likely to share large amounts of information in terms of supply chain, in real 

time, including operations, logistics, and strategic planning. This truth helps 

the companies to seem better, have better production planning and also 

improve their distribution system 

16 Maguire et al. (2007) 

Investigated the use of ICT in SMEs by explaining the used of management 

approaches and e-business in order of gaining competitive advantage such as, 

cost reduction and improvements in product development and service quality. 

According to them the most effective ways of using ICT in SMEs are "sales 

forecasting, customer analysis and pricing". They stated that today’s business 

environment the effective use of IS and IT can provide small firms with the 

opportunity to take advantage of ICT. 

17 Sayadi et al, 2014 

Sharing knowledge is considered as a competitive advantage for supply chain. 

The managers found that only production of a quality product is not enough, in 

fact, preparation of products with needs of customers and quality and desired 

cost has created a new challenge 

18 

Shakeriana,H,.  

Dehnavia, D,H., 

Shaterib, F, 2016 

Knowledge management (KM) is one of the most important competitive 

resources in each organization so that many believe that companies who can 

get knowledge and applies it faster, they will be more successful in 

competitive market. Knowledge management is major capability of supply 

chain management and vital element of intensive information and multi-

cultural organizational environment. 

 
 

METHODOLOGY 
 

Data used in this research is secondary data. Secondary data is a time series data from 2000 to 2016 (16 

years). Time series data is the data that is collected over time to provide an overview of the 

development of an activity during a specific period observed. This paper is a literatures study of the 

previous study and past research from 18 journals. 

 

DISCUSSION 
 

The implementation of electronic supply chain management can make enterprise more effective 

because high level of responsiveness like a faster access to communication, information sharing and 

customer service because in fact the internet enhances E-SCM by making real time information 

available and enabling collaboration between the partners cause the easy access to information 

generated, also make a greater integration, improve the management quality of enterprise, reduce 

inventory increasing agility and flexibility that reduce transaction costs in purchasing, reduce levels of 

inventory across a supply chain, also facilitates document preparation and provides for better remote 

access capability which will shorten production planning horizons, and increase potential for optimal 

distributions, reduce the impact of problems or errors that may occur of supply chain management in 

the enterprise.  

 

 

 

 

 

 

 

 

 

 

 

Figure 2.  

Framework in implementing E-SCM integrate with knowledge management  
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KM 

Customer’s Loyalty 

Efficiency  
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Over all we can say by implementing E-SCM enterprise will boost the effectiveness and 

efficiency by reduce operating costs, increase productivity finally increase revenue which indicates 

improvement in the economic performance of the enterprise or organization. Based on the previous 

research, implementation E-SCM in enterprise will have a better performance, a high level of 

performance will impact the satisfaction and pleasant’ customer thus make an enterprise trusted. 

Implementing electronic supply chain management can making-loyalty among customers. For example, 

if ordering process of electronic supply system has adequate attractiveness and high efficiency, it 

causes to reinforce satisfaction, trust and consequently causes to customer’s loyalty.  
 

Internet and Information Technology (IT) are considered to be a significant strategic to most 

enterprise. Mohammadi et al., (2012) revealed that the improvement in supply chain capabilities 

through IT allows the firm to learn and respond to market changes better and quicker than competitors. 

The common used of the Internet is to extend enterprise from agent to agent, customer to customer, 

agent to the customer so there is no lack of time and distance and as result would lead to the 

satisfaction of the customer because of speed, agility and on time control. From above, the enterprise 

with E-SCM system will have a different scope of market with the not. Cause E-SCM will help 

enterprise to further develop. The role of E-SCM in management companies have an important role for 

the survival of the enterprise and allows enterprise to expand network market 
 

Enterprise will get competitive advantages such as customer’s loyalty, efficiency and effective 

also able to do market development only if they have a good knowledge management (KM). To be 

knowledge management success, there are 7 key factors identified. These factors include: strong 

relation to business, perspective and mandatory architecture, knowledge leadership, the culture of 

creating and sharing knowledge, continuous learning, developed technology infrastructure, and 

systematic organizational knowledge process. According to Serna (2015) some criteria for the process 

of knowledge management in supply chain were define to identification of customers' needs regularly 

and periodically, evaluation of service and products quality of chain annually, evaluation the effect of 

changes. Shakeriana., H et al., (2016) defined that the focus of knowledge management on socialization 

is to remove the barriers of network and develop trade relations between major enterprise and its 

competitors in chain supply. 
 

As we know that knowledge management has a major role in supply chain management. 

Knowledge management (KM) is believed as one of the most important competitive resources in 

competitive market. To implement knowledge management in supply chain there are two kind of sides 

that need to be concern: internal and external. As internalization factor, the initialization and 

implementation of knowledge phases step such as transfers explicit to implicit knowledge across 

applications of knowledge management through learning, quick solutions and sharing internal 

information. While the external factor include structural change of documents, contract documents, 

structural meetings and formal process. Externalization is more important in knowledge management of 

supply chain because sharing the informal information among structural meetings and information 

sharing processes enable to support and collaborative progress in supply chain network. (Shakeriana., 

H et al., 2016) so we believe that enterprise can get effectiveness, efficiency, consumer’s loyalty and 

market development by integrating KM initiatives with E-SCM. 
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Figure 3 Adoption of E-Supply Chain Management 

 

 

From the figure we can see that by adopting electronic supply chain management, the agent of 

customer, the transporter and the supplier can exchange their information through E-mail, Electronic 

Data Interchange (EDI) and other access without visiting the partners physically. Then with the 

electronic supply chain management system make it easier to them in order to access the important 

data. Electronic supply chain management system also concludes the subsystems giving the advantages 

by helping them to develop product and to search also purchase sources that can be coordinate through 

web server. It also helps them monitoring the marketing, customer service and the production 

manufacture through coordination server.  
 

Lastly, the electronic supply chain management system will be very useful to coordinate the 

logistics and the human resource system through database even the subsystems are managed by 

different departments, their also can connect with each other. According to Hua and Cong (2011) E-

SCM puts emphasis on the sharing resources and integration of information systems between the 

participating entities in the supply chain. They also mentioned that with the use of the information 

technology, it is possible to collect and analyses various information in the supply chain and with this 

the business can manage full range of information on the purchase of raw materials, production, 

distribution, marketing, customer relationship and react fast to business changes in demand and trends 

 

The Implementation of Electronic Supply Chain Management 
 

The E-SCM implement process includes looking for the trade partners, purchases, goods transportation 

and track, payments and post-sale services. Follow as: 

 

 

 

 

The frame of electronic supply chain management: from Guan Shurong 
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The implement of supply chain in international trade as the example explained (Chen. H and Kong. L, 

2007) as the follow: 

1. Looking For the Trade Partners  

With the electronic commerce platform, enterprise can provide supply and demand information 

about the related products and the services to the customers around the world without going 

abroad  which need a extremely high cost or in the other word as international trade so that 

domestic importers and exporters can find appropriate foreign trade partners. 

2. Electronic Purchases  

To simplify the goods distribution, reduce the cost and improve the efficiency performance of the 

enterprise. Present electronic purchase software may be divided into 3 categories advantages, there 

are:  

 Can help the enterprise staffs to carry on the purchase through the computer.  

 Can helps manager and the buyer to manage the purchase process, analyze transaction 

information and manage the suppliers.  

 Can helps the manufacturers and distributors to sell products through the network. It usually 

includes the electronic catalogue, the electronic transaction order and so on Electronic 

Transportation and Track  

2. EDI 

EDI is being used in booking, handling containers and ships, tracking the cargos, transmitting 

documents, finance and settlement. With the application of merchandise tracking system on 

internet, the customers and trade partners can directly get inquire about the information of the 

cargo’ conditions, get the transportation and commercial partners' information 

3. Online Payments  

The online payment is e-bank will be established, so the domestic and foreign banks are adjusting 

their own strategies to meet the increasingly high requests of a bank in the electronic international 

trade 

4. Electronic Post-sale Services 

Internet is used in the post-sale service to collect the information of the customers and the products 

and store them into the database, also provides the new business increase for the enterprise and 

promotes customers' satisfaction and loyalty 

5. Transactions Management Network  

Electronic business makes the international trade transactions achieve network management 

paperless. The engaged enterprises can directly handle with the banks, the insurance companies, 

the taxation departments and the transportation companies to manage the related electronic bills 

Logistical, financial 

transaction 

Supplier Customer 

Bank 
Logistic Service 

Provider 

Information Phase 

Negotiation Phase 

Settlement Phase 

 

After Sales Phase 

 

Figure 4. Phases of market transactions: comparison of Schmidan Lindemann, 1998 and 

Scharl, 2000 
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and the electronic documents through internet, which has saved the time and the expense in 

transaction process.  

Examples of enterprise that success of implement E-SCM: Dell, Walmart, Lanier Worldwide Inc, 

Ford Motor Enterprise and UPS Logistics group, Cisco Fujitsu in America, Adaptec, Home Depot, 

Proflowers.com’s cooperation with FedEx, HP etc.  

 

Challenges and Benefit E-SCM 

 Benefit  

1. Easily Communicate and effectively with each other.  

2. Provides easy access to data generated, which can be provide useable information to those that 

need it. 

3. Information visibility and sharing, because of the easy access between enterprise or with 

supplier, they can get the visible information and sharing  

4. Real time communication, the facility that provide by internet and information technology 

could improve communication between enterprise, supplier or agent  become faster and in a 

real time 

5. Order tracking, provide exact information about the order existence 

6. Better real-time forecasting decision 

7. Faster delivery; one of the most valuable advantage from ESCM is the availability of update 

information, such as an update number of inventory that will improve the distribution of 

inventory with no need having a warehouse 

8. Improved partner relationships, because of the easy access which can increase the bonding 

9. Understanding of customer needs,  

10. Increased customer satisfaction, related with the previous point, it will boost customer’s 

satisfaction  

11. Faster market adaptation. Enterprise with the internet implementation can comply market 

movement  

12. Reduced resources, by implementing ESCM enterprise does not need to have their own 

warehouse, because they could implement a just-in-time method     

13. Cost savings; the ease of E-SCM can decrease enterprise cost in order to get a better 

performance  

14. Increased profits. by reducing enterprise’s resource need, they will reduce the cost which 

impacted to the increase profit   

 

 

 Challenges 

1. One of the major problems that occur relates to problems with integrating is the technology 

used by the various parties in the supply chain. It is undeniable that one enterprise uses a 

software system that will not integrate easily with others or in this case supplier technologies. 

This creates a problem because it requires one of the suppliers to change their system to allow 

integration. If the supplier has one major customer, this may be not a problem, but the fact 

that many suppliers have various customers. 

2. A lack of communication and blockage of transaction or goods with customers along the supply 

chain will make a broken supply chain that cause inefficiencies, reduces speed to market, and 

ultimately increases costs. 

3. Electronic supply chain collaboration has proved difficult to implement in practice as there has 

been an over-reliance on technology and a failure to understand what information needs to be 

shared and, especially, how the business processes need to be changed when new technology 

is implemented (Barrat, M, 2004 in (Ivanovska, L.P and Kaleshovka, N., 2013). 

4. To ensure the maximum use the enterprise must spend time and resources on upfront strategy 

development. Analyzing SCM opportunities and creating a clear E-Supply Chain roadmap 

and strategy offers the possibility to improve performance and successfully adopted. 

5. Firms with high levels of e-Supply chain capability uncertainly have high levels of competitive 

advantage. The reason might be in that corporate supply chain strategies would be influenced 
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by contextual factors, such as the type of industry, firm size, a firm’s position in the supply 

chain, supply chain length, and the type of a supply chain (divergent or convergence networks) 

( C. Y. Chen et al., 2006). 

6. According to Wagner et al. (2003) globalization, technology, e-business barriers and 

competency based on issues impact the development of e-supply chain in SMEs. In other 

words, it is important to consider the various natures, the ability to recognize and develop 

business opportunities when assessing the adoption of ICT and e-business technologies in  

SMEs (Taylor and Murphy, 2004). 

As we explained earlier, in order to against challenges above enterprise need to have a 

knowledge management while implementing E-SCM.  

 

CONCLUSION 
 

Internet and IT influence SCM in enterprise, which give ease for sharing information, real time 

communication to customer or supplier, enabling to give fast response, et cetera. This advantage 

impacted to improve customer satisfaction, efficiency and effectiveness and increase the enterprise’ 

chance to do market development. The enterprise must also understand how technology does not 

automatically generate increase in the productivity, but it requires support from knowledge 

management. To be success knowledge management enterprise should have strong relation to business, 

perspective and mandatory architecture, knowledge leadership, the culture of creating and sharing 

knowledge, continuous learning, developed technology infrastructure, and systematic organizational 

knowledge process. Not only that in implement E-SCM there are some challenges that need to be faced 

by enterprise. Limitation of this study are: 

1. Author not yet found the negative impact of knowledge management if it exists 

2. Author can’t find other competitive advantages of implement E-SCM within knowledge 

management 

3. Author can’t specifically determine the implementation of knowledge management in E-SCM 

system will be successful in all type of companies 
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ABSTRACT 

 

A prosperous society can be achieved by the economic growth in the region. Taxes and levies are the 

largest revenue source region. This study aims to analyze the performance of taxes and levies that are 

represented by the efficiency, effectiveness and elasticity of taxes and levies as well as to analyze the 

region economic growth. This research used quantitative descriptive and hypothesis testing methods 

using multiple linear regression. This research was conducted on Depok 2010-2014. Data obtained 

from Bappeda, BPS and DPPKA of Depok. Descriptive test results show that the performance of taxes 

and levies of Depok during 2010-2014 which assessed by tax and levy efficiency is very efficient 

(1.35%), the effectiveness of both tax and levy (111.83%), and the elasticity of tax and levy which 

showed tax and levy are very responsive, or elastic (12.78). While the average of economic growth of 

Depok is very good (6.8%) and even surpassed the average of economic growth of West Java Province. 

Based on the results it is known that efficiency, effectiveness and elasticity of taxes and levies 

collectively or individually have a positive influence to economic growth in Depok.  

 

Kata Kunci: Tax and Levy Efficient, Tax and Levy Effectiveness, Tax and Levy Elasticity, Economic 

Growth, GDRP 

JEL Codes:   F38, H21, H24, H71 

 

INTRODUCTION 

 As a country which has an area of 1,910,931.32 km2 and divided into 34 provinces (BPS, 

2014) can‟t be denied that Indonesia has a different economic levels in each regions. Facing these facts, 

Indonesia government gives autonomy to each region and in order to achieve people welfare faster and 

more evenly. The increasing role of government in solving these problems resulted in increasing the 

funds required to fund government expenditure in development and society (Gomies and Pattiasina, 

2011).  

Based on Constitution of the Republic of Indonesia Number 23 Year 2014 Article 285 about 

the Regional Government, local revenue sources consists of Original Local Revenue, Income transfers 

and other revenue legitimate regions. Two of four Original Local Revenues are Local Tax Revenues 

and Levy, which are expected to be a source of financing local governance and development. 

According to Gomies and Pattiasina (2011), that stated the local tax and levy can raise local revenue. 

Growth and development a region could be a benchmark of whether the governance succeed or not. 

Budiyani (2010) said that local tax is the main component in region revenues and also a source of 

original local revenue that potential for the government. To support this statement Saprudin (2011) 

stated that local tax and levy is a component of original local revenue that give a really big contribute. 

Development is a continuous process that covers all areas aimed to improving people's welfare (Gupita, 

2013).  

The rate of economic growth became one of important goals of local and also central 

government. Original local revenue is one of the indicators that determine the degree of independence 

of a region. But efforts to increase the original local revenue will give us nothing if does not followed 

by the increase of economic growth.  Economic is said to grow if a production of goods and services 

mailto:ichatifany@gmail.com2
mailto:budisant@staff.gunadarma.ac.id
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improve from a year before and gives extra revenue or gives welfare to people in certain time 

(Prasetyo, 2008). Economic growth usually measured by growth of gross domestic regional product 

(GDRP). 

 

 
 

Figure 1. GDRP of Depok Municipality at Current Market Price 

Source : BPS (processed) 

 

A higher the economic growth that reflect through Gross Domestic Regional Product (GRDP) 

also impact a greater of people‟s welfare and people‟s wealthy (Prishardoyo, 2008). According to 

Figure 1 GDRP of Depok for five years period, showed that GDRP of Depok tends to increase. This is 

a good development for a region. Finally the researcher ultimately interested in conducting research on 

the performance of the tax and levy, economic growth, and the effect of performance of taxes and 

levies on economic growth as well as how much influence the performance of the tax and levy in 

Depok. Besides, the study of the performance tax and levy associated with economic growth in the 

region is still rare, it is very interesting to study how effective and efficient local tax and levy on 

economic growth of Depok which is projected through the GDRP and how elastic tax and levy on 

economic growth of Depok are projected through GDRP. 

 

 

LITERATURE REVIEW   
1.  Economic Growth  

Economic growth is the development of activities in the economy that led to the goods and services 

produced within the community grow and increase the prosperity of society (Sukirno, 2002). Economic 

growth measures the achievement of the development of an economy and the increased ability to 

produce goods and services. This increased capability due to the added factors of production both in 

quantity and quality. According to Boediono as an economist, economic growth must be sourced from 

the internal processes economic. Regional economic growth measured by Gross Domestic Regional 

Product (GDRP) in constant prices. GDP growth rate will show the process of increasing the output per 

capita. The word process before, explains the dynamic element. Therefore, understanding the economic 

growth indicators will usually be seen within a certain time. 

 

2.  Gross Domestic Regional Product (GDRP) 

According to Sadono Sukirno (2004: 56) GDRP is the value of all goods and service produced 

within a year in a given area without distinction the ownership of the factors of production, but requires 

the presence of the factors of production used in the production process. GDRP is a reflection of the 

economic progress of a region. The increase in GDRP will cause local revenues from taxes and levies 

increased. It has an impact on the increase in revenue in the area. Presentation of the GDRP is 

distinguished in two forms:  

a. Presentation of the GDRP at Current Market Prices  

Presentation of the GDRP at current prices is to see the magnitude of the GDRP based on 

prices during the year.  
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b. Presentation of the GDRP Constant Prices  

Presentation of the GDRP at constant prices is to see the development value of GDRP from 

year to year solely because the real development and not due to price increases.  

 Economic growth is measured by the value of GDRP at constant prices, because the value of 

GDRP is not affected by changes in prices, so that the changes obtained a real change that is not 

influenced by fluctuations in the price. 

 

3.  Original Local Revenue  

According to Halim in (Siregar 2009) understanding of original local revenue are all revenues 

derived from economic resources on the area. . In the implementation of regional autonomy, financial 

resources derived from local revenues is more important than the sources of revenue outside the region, 

because the local revenue can be used in accordance with the initiatives and regional initiatives, while 

from government is more tied. Local revenues have a significant and positive impact against economic 

growth. Original local revenue is one of the indicators for measuring a dependence of regional to the 

central (Fitri et al, 2014).  

The lower original local revenue is generated, the higher the transfer funds that central 

government should be given to the area. Thus, the fiscal independence of a region will also be lower. 

Therefore in the increasing the original local revenue, the government should optimaze the effort to 

collect taxes and levies. Tax is regarded as the most reliable way to finance the public expenditure (Le 

et al, 2012). So is the levy which is based on research Zacky (2012), found that the contribution of levy 

against original local revenue is greater than a local tax. 

 

4.   Regional Taxes  

One type of tax is local tax. Based on the Act Number 28 of 2009 about local tax and retribution, 

local tax is one important source of revenue in order to implement regional administration. Prof. PJA. 

Adriani stated that tax is a levy to the State (which can be imposed) to pay according to the regulations, 

with no remuneration and that used to finance the expenses public in connection with the State's duty to 

run the administration. 

Act Number 28 of 2009 about local tax and retribution explained that the local tax is divided into 

two, namely the Provincial tax and Districts/Municipality tax. Districts/Municipality tax consists of 

hotel tax, restaurant tax, entertainment tax, advertisement tax, street lighting tax, non-metallic minerals 

and rocks tax, parking tax, groundwater tax, swallow nest tax, property in rural and urban areas tax, and 

acquisition of lands and buildings fees. 

 

5.   Regional Levies  

Levy is a payment made to the state to those who use the services of the state, means levies as 

payment for the use of services or due to get a job or a business belonging to the area concerned or 

services provided by the region, either directly or indirectly (Dewi, 2002). Based on constitution No. 28 

of 2009 and Government Regulation No. 66 of 2001 about regional levies can be grouped into three (3) 

types namely: Public service levies, Business service levies and Specific Licensing Levies  

 

6.   Tax and Levy Efficiency  

According to Mardiasmo in” Measurement of Maluku Province Financial Performance by 

Latuconsina (2013)” effectiveness is the level of program achievement with the target is set, is simply 

the ratio of the output outcome. The higher the effectiveness ratio describes the ability area more 

effective. From the understanding of effectiveness was concluded that the effectiveness aims to 

measure the success ratio, the greater the ratio, the more effective it is, the minimum standard of the 

success ratio is 100% 

Yunanto (2010) stated that effectiveness is a comparison between the realitation of revenue 

with the targets set. The effectiveness of tax illustrates the ability of local governments in realizing the 

planned income compared to the target set is based on the real potential of the region. Measure the 

effectiveness of tax aims to measure how far the government‟s ability in order to mobilize the revenue 

receipts in accordance with the target (Fitri et al, 2014).  
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7.  Tax and Levy Effectiveness  

Efficiency is the achievement of maximum output with certain input or use the lowest input to 

achieve a certain output, a ratio of output/ input associated with performance standards or targets that 

have been set. . Efficiency is the ratio between the collection costs incurred to obtain tax revenues with 

tax revenues hotel expressed with the percentage (Mardiasmo and Makhfatih, 2000) in (Yunanto, 

2010). Tax and levy efficiency was conducted to determine the performance of local governments for 

saving/ optimizing the budget of collecting local taxes and levies. 

 

8.  Tax and Levy Elasticity  

Elasticity analysis is a method to determine the level of sensitivity of changes a type of tax 

revenue, if there is a change in the factors influenced (Yunanto, 2010). Elasticity can be easily 

measured by comparing the proceeds for several years with changes in the price index, population, or 

GNP. Elasticity can demonstrate the ability to generate additional revenue in order to offset the 

increase in government spending by focusing in the tax or levy. Ho in Adi (2006) stated that original 

local revenue affect economic growth by looking at the results of analytical elasticity of original local 

revenue to regional gross domestic income.  

 

9.  Hypothesis 

Tax and Levy Efficiency and Regional Economic Growth. With the tax and levy efficiency, 

original local revenue can be increased without having to expand new revenue source or object. The 

more efficient a local tax and levy show that the income measures the maximum output, which will 

indirectly increasing original local revenue will affect the economic growth of a region. 

 

 

 

 

 

Tax and Levy Effectivness and Regional Economic Growth. If a high level of effectiveness of 

tax revenue, the funds collected from tax revenue could be used to finance regional development and 

encourage local independence as well as the levy as one type of revenue as well as the levy as one type 

of revenue (Saprudin, 2011). When independence is achieved, in other words the local economy is 

growing. 

 

 

 

 

 

Tax and Levy Elasticity and Regional Economic Growth. The more elastic local revenue an 

area, then the structure of local revenues in the region will be even better. Rahmawati (2007) stated that 

the more sensitive tax, the will be more responsive to GDRP. Revenue growth in this region (taxes and 

levies) should be sensitive to the increase in GDRP. The more elastic regional revenue (tax and levies), 

shows the better economic growth it has. 

 

 

 

 

 

METHODOLOGY 
This research will use two methods there are, quantitative method with approaching descriptive 

and hypothesis testing using double linear regression statistical tools.The descriptive analysis with 

quantitative approach is done by using the characteristics or criteria contained in the theory as a 

benchmark to judge anything. For the empirical conducted in this study using multiple linear statistical 

tests. Definition of multiple linear regression analysis according Sugiyono (2010), is an analysis that 

H01: Tax Efficiency and Levy does not affect Local Economic Growth 

Ha1: Tax Efficiency and Levy affect Local Economic Growth 

H02: The effectiveness of tax and levy does not affect Local Economic Growth 

Ha2: The effectiveness of tax and levy affect Local Economic Growth 

H03: The elasticity of local tax and levy to GDP Depok does not affect Local Economic Growth 

Ha3: The elasticity of local tax and levy to GDP Depok affect Local Economic Growth 
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used by researchers, when intend predict how the situation (rise or fall) the dependent variable, when 

two or more independent variables as predictors are manipulated). 

 Data used in this research is secondary data from 2010 - 2014, consists of  Local Tax Target 

and Realization Report of Depok, Expenditure Report of Depok, Kota Depok Dalam Angka, Statistic of 

Depok, Laporan Kinerja Instansi Pemerintah (LAKIP) Kota Depok and GDRP Report of Depok that 

obayeined from obtained from BPS of Depok and DPPKA of Depok also Bappeda of Depok. Local Tax 

Target and Realization Report that is from DPPKA and the realization cost of collecting tax and levy is 

also from DPPKA (Dinas Pendapatan Pengelolaan Keuangan dan Aset Kota Depok). The dependent 

variable of this study is the economic growth of a region that is represented by the value of GDRP. The 

independent variable in this study is tax and levy elasticity, tax and levy effectiveness also tax and levy 

efficiency. 

1. Tax and Levy Efficiency  

Haris (2010) mentions the tax efficiency is obtained by comparing the cost of tax collection by tax 

revenue realization. This is in accordance with the Hakim (2013) who states that the levy efficiency 

obtained with the same formula. Because the formula for the efficiency of tax and charges are as 

follows (%):  

 

 
 

Therefore the criteria of tax and levy efficiency are (Ardhini, 2011): 

 If the results of the calculation above 100%, then the tax and levy is said inefficient. 

 If the result of the calculation is 90% - 100%, then the tax and levy is said less efficient.  

 If the result of the calculation is 80% - 90%, then the tax and levy is said quiet efficient.  

 If the result of the calculation is 60% - 80%, then the tax and levy is said efficient.  

 If the results of the calculation below 60%, then the tax and levy is said very efficient.  

 

2. Tax and Levy Effectiveness  

Effectiveness measures the relationship between the realization of the potential tax and levy, tax 

and levy collection that concerned. (Fadhilah & Sari, 2012) 

 

 X 100% 

 

.  As for the effectiveness of the tax classification is as follows (Fadhilah & Sari, 2012): 

 The result of the tax and levy effectiveness of 0 to 33.33% means that their effectiveness can be 

classified as bad.  

 The result of the tax and levy effectiveness of tax of 33.33% - 66.66% means that their 

effectiveness could be classed enough.  

 The result of the tax and levy effectiveness of more than 66.66% mean rate of effectiveness can 

be classified as good. 

 

3.   Tax and Levy Elasticity  

Elasticity tax and levy are used to measure the degree of sensitivity of original local revenue (taxes 

and levies) a change in the economy. (Salakory, 2013) 

 

 
 

4.   Gross Domestic Regional Product  

GDP at current prices measured in millions of rupiah. Economic growth (in the context of the area) 

and the per capita income are calculated by the following formula (Kuncoro 2004): 
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RESULT AND DISCUSSION 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2.  Research Framework 

 

This study aims to determine how the effect of the efficiency of tax and levy (x1), the 

effectiveness of tax and levy (x2) also tax and levy elasticity (x3) on economic growth that occurred in 

Depok. A study of the effect of tax and levy performance in this case the elasticity, efficiency and 

effectiveness against economic growth of a region still rare. Therefore, in preparing the research 

hypothesis, not all proxy performance declared local taxes directly related to economic growth. 

 

1.   Tax and Levy Efficiency of Depok 

 According to the table below, we can see that since 2010 up to 2014 taxes and levies of Depok 

were very efficient. The lower the number is the more efficient tax and levy. The best tax and levy 

efficiency occurred in 2012 with the amount of 0.61%. While the worst occurred in 2010, with 1.92%. 

The average of taxes and levies efficiency of Depok was 1.35%. It was highly efficient, which means 

that the realization of the taxes and levies that goes to the government bigger than the cost that 

government used to collect taxes and levies.  

 The best value growth of the efficiency of taxes and levies occurred from 2011 to 2012. This 

happen because of the number of government expenses rose sharply in 2011. In order to transfer 

responsibility of BPHTB and the PBB - P2 from central government to local government, by achieving 

regional autonomy through increased the local revenues. In the process, Depok government has 

conducted several programs held in 2011, in order to increase the revenue. 

 

Table 1. Tax and Levy Efficiency of Depok 

 

Year  Cost of Regional 

Tax and Levy 

Collecting  

Realization of Regional 

Tax and Levy Revenue 

Tax and 

Levy 

Efficiency 

Description 

2010 2.126.154.100,00 110.759.287.377,00 1.92% Very Efficient 

2011 4.057.569.230,00 238.162.315.280,00 1.70% Very Efficient 

2012 2.578.111.800,00 420.073.389.346,00 0.61% Very Efficient 

2013 5.894.240.500,00 503.742.250.891,00 1.17% Very Efficient 

2014 7.529.041.000,00 570.488.437.979,00 1.32% Very Efficient 
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Year  Cost of Regional 

Tax and Levy 

Collecting  

Realization of Regional 

Tax and Levy Revenue 

Tax and 

Levy 

Efficiency 

Description 

Mean 4.437.023.326,00 368.645.136.174,60 1,35% Very Efficient 

Max 7.529.041.000,00 570.488.437.979,00 0.61% Very Efficient 

Min 2.126.154.100,00 110.759.287.377,00 1.92% Very Efficient 

Source: DPPAK and Bappeda of  Depok (processed) 

The amount of cost and so many kind programs were the reason why the government‟s cost rose in 

2011. Some programs there were: 

a. Optimization of local tax revenue, 

b. Documenting the object of local tax,  

c. Socialization of local taxes and the PBB- P2 / BPHTB,  

d. Optimizing the income of PBB dan BPHTB,  

e. Technical guidance and administrative management of PBB - P2 and BPHTB,  

f. Management Facilitation of PBB management - P2 / BPHTB by KPP Pratama,  

g. The award for taxpayers who obey to pay local taxes,  

h. The preparation of regulations implementing PBB - P2B / BPHTB,  

i. Awarding the administration of PBB - P2, in that it aims to achieve the PBB target reception - 

P2,  

j. Increasing the tax payment service system PBB - P2,  

k. Facilitating the transfer of PBB - P2, it aims to smooth the payment of operational preparation 

of the PBB - P2,  

 If seen the exposure above, the dominance of the activities carried out are related to PBB - P2 

and BPHTB. It also occurred in 2013 and 2014, where the biggest cost incurred by the government 

were the cost that associated with data collection, recording, object mapping of PBB tax that spent 

3,514,182,500.00 in 2013 and revenue optimization PBB - P2 and BPHTB which cost Rp 

5,902,391,000.00 in 2014. 

 

2.    Tax and Levy Effectiveness of Depok 

 From Table 2, we can see that the effectiveness of taxes and levies of Depok since 2010 until 

the year 2014 has been good. The lowest tax and levy effectiveness occurred in 2014, that was 99.79% 

but it still categorized in good, while the highest tax and levy effectiveness occurred in 2012, with 

123.87%. The average of taxes and levies effectiveness of Depok was 111.83% occured in 2014 also 

categorized in good. It showed that the government‟s responsibility in achieved the target of local tax 

and levy revenue that have been decided, moreover it exceeded the target, where the highest was in 

2012 in the amount of 24% or Rp 80.957.851.596.00. 

Tax and levy effectiveness of Depok continuous grow since 2010 until 2012. In connection 

with the tax regulations governing the transfer of responsibility for BPHPB (Tax on Acquisition of 

Land and Building) that since 2011 organized by the local government and PPB - P2 (Land and 

Building Tax sector Rural and Urban) since 2012 was the responsibility of local governments, which 

aimed to increase the amount of local revenues in terms of realizing regional autonomy. This may be 

one reason for the high effectiveness of the tax due to the regulatory changes affecting the value of the 

realization of the tax in 2012. According to research of Voni (2014) who said that the transfer of PPB - 

P2 from central government to local governments have an impact on increased regional local revenue to 

the region 
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Table 2. Tax and Levy Effectiveness of Depok 

 

Year Realization of 

Regional Tax and 

Levy Revenue 

Targetof Regional Tax 

and Levy Revenue 

Tax 

Effectiveness 

Description 

2009         

2010 110.759.287.377,00 98.765.239.519,94 112,14% Good 

2011 238.162.315.280,00 207.602.941.807,00 114,72% Good 

2012 420.073.389.346,00 339.115.537.750,00 123,87% Good 

2013 503.742.250.891,00 463.845.264.905,55 108,60% Good 

2014 570.488.437.979,00 571.663.636.836,45 99,79% Good 

Mean 368.645.136.175 336.198.524.163,79 111,83% Good 

Max 570.488.437.979,00 571.663.636.836,45 123,87% Good 

Min 110.759.287.377,00 98.765.239.519,94 99,79% Good 

Source: DPPAK and Bappeda Depok (processed) 

 

 In 2013 and 2014 the effectiveness of taxes and levies of Depok has decreased. If seen in 2013, 

actually the realization of taxes and levies still have increased but not significant, on the other hand an 

increase in the target amount of taxes and levies significantly cause the decreased of tax and retribution 

effectiveness. Different in 2014 where the government actually failed to reach targets specified taxes 

and levies 

 

3.    Tax Elasticity and Levy of Depok 

 The third variable that will be used in measuring the performance of the Depok, particularly 

regarding of local taxes and levies in 2010 - 2014 is the elasticity of taxes and levies. Here are the 

details of the elasticity of taxes and levies, Depok City in 2010 - 2014: 

 

Table 3. Tax Elasticity of Depok 

Year Change of Tax 

and Levy 

Change of GDRP Tax Elasticity Description 

2010 46,04% 6.36% 7.24 Very Elastic 

2011 180,69% 6.58% 27.45 Very Elastic 

2012 100,54% 7.15% 14.05 Very Elastic 

2013 36,54% 6.92% 5.28 Very Elastic 

2014 70,02% 7.09% 9.87 Very Elastic 

Mean 86,77% 6,82% 12,78 Very Elastic 

Max 180,69% 7.15% 27.45 Very Elastic 

Min 36,54% 6.36% 5.28 Very Elastic 

Source: DPPAK and Bappeda of  Depok (processed) 

 Based on Table 3 above, we can see that since 2010 up to 2014 elasticity of taxes and levies of 

Depok were very elastic or very responsive. Although all values is quite volatile where the greatest 

elasticity of taxes and charges occurred in 2011 in the amount of 27.45, while the smallest occurred in 

2013 that is equal to 5.28. The average of elasticity taxes and levies was very elastic, equal to 12.78. 

This suggests that changes in taxes and levies were still greater than the change in the GDRP each year. 

If seen the changes in the realization of taxes and levies, the largest occurred in 2010 to 2011, as big as 

to 108.69%. As with the previous explanation, one of many factors was the responsibility transfer of 
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the PBB - P2 that previously only 64.8% goes into the local revenue while 64% of BPHTB now turned 

into a 100% goes to local revenue so that in 2011 the realization of the tax and levy increases.  

But how could the change of tax and levy in 2011 very significant? We can see that meaning of 

“change” means the tax and levy value in 2011 minus the tax and levy value in 2010. This has a big 

number because in 2010 the realization of tax and levy was not as big as the realization of tax and levy 

in 2011, because of the responsibility transfer of PBB – P2 and BPHTB that happened. While the value 

of the change of tax and levy in 2012 smaller than value of the change of tax and levy in 2011, because 

the value of realization tax and levy in 2011 has been big enough. That is we can also say that the 

maximum number of elasticity was happened in 2012. 

 

4.    Economic Growth of Depok 

 GDRP growth rate of a region is an indicator to measure the economic growth of a region. This 

indicator shows the increase or not the products produced by all economic activities of the area. The 

fourth variable that will be used in this research is the economic growth of a region. Economic growth 

of Depok during the years 2010 to 2014 showed a positive growth, even with the average of 6.8% 

which was above the normal growth of an economy which is 6% (Salakory, 2013).  

 

Table 4.  Economic Growth of Depok 

Year GDRP Economic Growth 

(%) 

2009 612.956.962.000.000,00  

2010 651.932.621.000.000,00 6.4 

2011 694.850.276.000.000,00 6.6 

2012 744.566.189.000.000,00 7.2 

2013 796.053.794.000.000,00 6.9 

2014 852.512.916.000.000,00 7.1 

Mean 747.983.159.200.000,00 6.8 

Max 852.512.916.000.000,00 7.2 

Min 651.932.621.000.000,00 6,4 

Source: DPPAK and Bappeda of Depok (processed) 

 

 Economic growth of Depok tends to be positive. It's just that in 2013 the economic growth of 

Depok decreased to 6.8%. The highest of economic growth of Depok City was in 2012, reaching 

7.2%.If we explored further that the growth rate of Depok has always been above of West Java 

Province. Where the rate of growth of West Java province in 2010 amounted to 6.2%, in 2011 

amounted to 6.51%, in 2012 amounted to 6.28%, in 2013 amounted to 6.06%. This showed that as a 

part of a city, Depok has a better economic growth than the growth of the Indonesian economy, 

especially in recent years.  

In table below we can see that in taxes and levies efficiency (during 2010- 2014) has been very 

efficient, as well as the effectiveness of the taxes and levies that has been good, and the taxes and levies 

elasticity which shows tax levy of Depok is responsive. This is certainly has an impact on economic 

growth, which is in general Depok already has the better economic growth than the average region in 

general. 
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Table 5.  Summary of Descriptive Analysis Result  

 

 

  

  
 

                      Source: Data processed 

 

The discussion in this study is combining the results of descriptive analysis in Table 1 with the 

result of hypothesis test in Table 2. Based on the summary table above hypothesis test result either Ha1, 

Ha2 and Ha3 are accepted. In other words partially, three variables, that are efficiency, effectiveness and 

elasticity of taxes and levies are able to influence the economic growth of Depok in the period 2010 - 

2014. Likewise in simultaneously, that the above three variables can affect the economic growth of 

Depok with sig = 0.02. 

 

Table 6.  Summary of Hypothesis Testing Result  

No 

Independen

t Variable 

(x) 

Dependent 

Variable (y) 
Result Description 

1 
Tax 

Efficiency 

Economic 

Growth 

Sig        =      0.10 
 Ha1 is accepted 

tstatistic      =      60.919 

2 

Tax 

Effectivenes

s 

Sig        =      0.031 
 Ha2 is accepted 

tstatistic       =      20.286 

3 
Tax 

Elasticity 

Sig         =      0.031 
 Ha3 is accepted 

tstatistic     =      -20.668 

Source: Data processed 

 

ANOVA test is done by doing the F test. It is a test to see how the influence of all independent 

variables simultaneously against the dependent variable. The test results are shown in Table 3, which 

shows that efficiency, effectiveness and elasticity of tax and levy in simultaneously has a significant 

effet against economic growth of Depok. 

 

Table 7.  F Test 

Model F Sig. 

Regression 1404,317 ,020
b
 

Source: Data processed 

 

The regression model is obtained as follows: 

EG = 0.049 + 0.084 TEF + 0.015 TEFT + 0.0027 TEL + e 

The equation above can be described as the following: 

a. The intercept value is 0.049 indicates that if there is no independent variable, like efficiency, 

effectiveness, elasticity of taxes and levies, economic growth was at 0.049. 

b. The regression coefficient of tax and levy efficiency is positive 0,084 (β1 = 0.084). Means, if 

the efficiency of tax and levy rose 1%, it will increase regional economic growth by 0.084% 

with the assumption that the other variables remain. 

No Variable Result Description 

1 Tax and Levy Efficiency 1.32% Very Efficient 

2 Tax  and Levy Effectiveness 112.14% Good 

3 Tax  and Levy Elasticity 9.87 Very Elastic 

4 Economic Growth 6.9 Good 



Proceeding UG Economic Faculty-International Conference                   

Gunadarma University – Campus L2, July 25th-26 th  2017             ISBN: 978-602-9438-80-2 

Tifany, Santoso 77 
 

c. The regression coefficient effectiveness of tax and levy is 0.015 (β2 = 0.015). Means, if the 

efficiency of tax and levy rose 1%, it will increase regional economic growth by 0.015% with 

the assumption that the other variables remain. 

d. The regression coefficient of elasticity of tax and levy are 0.0027 (β3 = 0.0027). That is, any 

increase of taxes and levies of 1% could raise regional economic growth of 0.0027%, assuming 

other variables remain. 

e. The value of e is the error or residual value. e symbolize other variables that can affect 

economic growth. 

 

5.   Tax and Levy Efficiency and Economic Growth of Depok 

The efficiency of taxes and levies, Depok City in 2010 - 2014 in general can be said to be very 

efficient. The average of efficiency of taxes and levies Depok was 1.35%. This means Depok 

Government has successfully save and optimize financial resources that possessed and also not 

wasteful, because tax and levy revenue were much greater than the costs incurred to collect the taxes 

and levies. Based on the results of the regression test, it is known that any increase in the efficiency of 

tax and levy of 1% could boost economic growth by 0084%, assuming other variables remain. 

This shows that the awareness of the public to pay tax and levy is high enough, where the 

Depok Government does not need to spend a huge cost in order to conduct outreach activities and give 

a provision services related taxes and levies. The willingness of people to pay the tax and levy without 

the need to be encouraged by government is also because the high belief of people about the 

managment of tax and levy by the local government and also the good services that already provided. 

This is consistent with research of Arum & Zulaikha (2012) which stated that service quality has a 

positive and significant impact on tax revenue. 

Besides being the main characteristic of Depok in stimulating people, especially to pay taxes is 

by giving appreciation to-abiding taxpayer that constantly paying for five consecutive years. This 

appreciation in the form of prizes that awarded directly to the winners in an activity called the Award 

of Local Tax. Tax and levy is the largest element of local revenue, so that the more efficient tax and 

levy in this case means that the income received will be much larger and result in increased revenue. 

Increased original local revenue of a region will certainly boost the economic growth of the region. 

This is consistent with research of Setyawati & Ardi (2012). 

 

6.   Tax and Levy Effectiveness and Economic Growth of Depok 

Next is about the effectiveness of taxes and levies. Effectiveness of taxes and levies in Depok 

since the year 2010 - 2014 in general was quite good that is 111.83%. In general, since the year 2010 - 

2014 the realization of taxes and levies received by Depok‟s government has reached the target that 

have been set. Apart from that, in general, Depok acquire 11.83% of excess tax revenues and levies. 

This excess may be a reserve fund that can be used for financing of Depok or government spending. 

Based on test results, the increase of tax and levy effectiveness of 1% would raise economic 

growth by 0.015%. This number maybe does not significant but that does not mean the effectiveness of 

taxes and levies are not so important. Because as well as the efficiency of tax and levy, the more 

effective the tax and levy a region in this case taxes and levies revenues higher than the specified 

targets, will cause the number of original local revenue increases. Increased revenue will certainly 

increase the economic growth of the region. 

Effectiveness is not only seen from the actual revenues that reached even exceed the target, but also the 

views from impacts. Effectiveness that is happening in Depok can be seen by the Government 

Performance Report (LAKIP), that over the past two years the increasing public facilities and 

infrastructure has been built in Depok such as: free schools from the primary level - high school, 

countermeasures floods in Depok in Angke Urban Village Duren Mekar, District Bojongsari, 

increasing the environmental sanitation, increasing the quality of housing, especially in terms of clean 

water, with the establishment of PDAM (Regional Water Company drinking) Depok city, built 20 city 

parks or green open spaces. 

The effort of decrease the trafficjam either by improving the quality of the road such as on 

Tapos road - Cibinong, District Tapos, Pitara Raya road. Pancoran Mas subdistrict and Tumaritis road - 

Harjamukti Village. Then built of three pedestrian bridge on the road section of Margonda Raya. Built 

the zebra cross in nineteen locations, school safety zones in eight locations, warning light at four 
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locations, traffic light, safety mirror (convex mirror) at six locations, the room stopped for vehicles in 

four locations, the installation of CCTV at some point etcetera. 

 

7.   Tax and Levy Elasticity and Economic Growth of Depok  

Elasticity taxes and levies Depok since 2010 - 2014 were very elastic that were far above the 

one. Other words tax and levy of Depok were very responsive. With the average of elasticity was 12.78 

indicates if the GDRP of Depok rose by 1%, the tax and charge will increase by 12.78%. Means, the 

GDRP changes will affect tax and levies revenues. Also based on the test results of the Depok elasticity 

of taxes and levies have a positive effect on economic growth. The increase of tax and levy elasticity of 

1% would raise economic growth by 0.0027%.  

Other word that when the GDRP increases, the taxes and levies will also increase, when the 

GDRP decrease then the taxes and levies will also go down. Even the number affected not significant 

but the information of tax and levy elasticity is very helpful in determining government policy or 

strategic planning in the future. High taxes and levies certainly will affect the original local revenue. 

According Ruswadi (2009) local taxes significantly has positive effect on the value of original local 

revenue.  

 

CONCLUSION AND RECOMMENDATION 
 

1.   Conclusion  

a. Depok Government performance of taxes and levies in general during 2010-2014 had been 

running very efficient (1.35%) and effective (111.83%), indicating Depok City had a 11.83% 

surplus revenue. Elasticity of Depok was 12.78% which means elastic. This showed that Depok 

had tax and levy that was responsive to the GDRP. It is appropriate where the rate of economic 

growth of Depok was very good, which was above from the average in general (6.8%). 

 

Table 8. Summary of Tax and Levy Performance 

Tax and Levy Performance Average 

Efficiency 1.35% 

Effectiveness 111.83% 

Elasticity 12.78.% 

Economic Growth 6.8% 

Source: Data processed 

 

b. The performance Depok government in collecting and managing taxes and levies fairly good. 

This is evidenced by the achievement which shows that every taxes and levies revenue 

generally always reach the target that has been budgeted, because public awareness of Depok in 

terms of paying taxes and levies already well. 

c. Based on the results of statistical tests of efficiency, effectiveness and elasticity of taxes and 

levies of Depok have a positive influence on economic growth in Depok. It is seen, if there is 

an increase of 1% on each variable will affect the economic growth about 0084%, 0.015% and 

0.0027%. On the other hand, the determination coefficient test results showed the number of 

0.999%, means that the influence of tax and levy efficiency, effectiveness and elasticity to 

economic growth is 99.9%. 

 

2.   Recommendation 

Based on the results and discussion that has been done, then the advice that can be given by 

researchers are 

a. Depok needs to optimize the performance of tax and levy continuously through extension 

efforts in order to increase the tax revenue target. By exploring the potential taxes and levies 

that have not been able used properly. 

b. The increase of the tax revenue target should also be accompanied with the intensification by 

increasing the efforts to achieve these targets.These can be done by making tax and levy 

appropriate policy also a strict rules in addition to always provide the best services to maintain 
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public belief, improve the supervision of taxpayers, improve the human resources by giving a 

training, counseling, and socialization the changes in local regulations relating with taxes and 

levies. 

c. The study about this research is still lack, so the chance for new research is still very wide. The 

next researcher can do research on more than one area, can use primary and secondary data, 

can more the time period, also can add or use other variables. 
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ABSTRACT 
Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu Chi is a hospital that prioritizing a humanist 

based service. Referring to increasing of people awareness about the quality of health service and high 

competitive on healthcare industry that caused the hospital to improve its competitive advantage in 

order to get the market and handle the rivalry. Therefore, author has been motivated to do a research 

about strategy of Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu Chi with value chain activities 

approach and supported with five forces porter and environmental analysis. Data collective methods 

on this research are observation, interview, questionnaire, and literature. The result or response 

organized by Method Successive Internal Software to get the rating for each element of value chain 

activities.  The result show that on primary activities of value chain, the implementation of P3 (Post-

service) and P2 (point of service) has been well applied and gave contribution in developing of 

competitive advantage, so do S2 on supporting activities. Although, it need optimization and 

development on P1 (Pre-service) for primary activities or S1 (Organizational Structure) and S3 

(Strategic Resources) for supporting activities. 

 

Keywords: Value chain, strategy, competitive advantage, healthcare industry 

 

INTRODUCTION 
1.  Research Background  

The trend of the value chain strategy where is being developed today on healthcare industry 

have problems in terms of fulfilling the request, specifically on response time. The development of 

technology, Lack on predicting the number of patients and drugs or medical tools needed, a lack of 

standardization, lack of capital and lack of training or education about the practice of integration of 

each element in the operational hospital are some of the causes of the difficulty to adopt the integrated 

system through value chain analysis approach on healthcare industry.  

 Some of the environment or the organization outside of the hospital to be involved in the 

operational activities of the hospital  itself as GPO (Group Purchase Organization) and the limitation of 

data usage or information technology also addition cause to. The hospital to meet the problem of the 

information technology development, but if the hospital can do more strategy in supporting activities, 

especially the development of information technology so it will be found the opportunity, it will makes 

a diversity of health services that can be given to patients.  

 Hospital realizes that many opportunities to optimize the position of its competitiveness which 

is by looking at the integration of each element, one of the elements of the downstream value chain, 

with a high attention to service delivery timeliness medical services to the patients. Integration with 

the upstream value chain namely suppliers, it integrates in order to build a systematic relationship that 

can give added value in the service delivery process to the patients. This is in accordance with the 

opinion of McDonald and Srinivasan (2004) which holds that innovation is done by the hospital is the 

basic key to improve the adaptation of the hospital environment and competitive advantages.  

 Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu Chi is the object of this research, it is a 

hospital that was founded by Buddha Tzu Chi Indonesia Foundation. The hospital is expected to 

provide excellent service to patients with the entire activity and adequate facilities. Hospitals are 

categorized as service activities because the operation of the hospital including medical treatment, 

milling drug products and various other health services. Therefore to assess the performance of the 

mailto:indriyani.rachmawati@gmail.com
mailto:lana@staff.gunadarma.ac.id2
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hospital services have to be based on the aspects of the services provided by the Rumah Sakit Khusus 

Bedah (RSKB) Cinta Kasih Tzu Chi. The quality of service that will be well formed from the whole 

series started from the activity of the fulfillment of the pre-service until the patients feel the value at the 

end, it is a form of getting medical treatment, in terms of more specific patient feel healing from their 

disease.  

 Similiar with other hospital, Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu Chi have 

some health services such as general poly, inpatient, HCU, Emergency Unit and etc. On the health unit, 

hospital applying the value chain in the case of their service to patients. After a decade has elapsed 

since Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu Chi established, hospital experienced a 

significant development, this can be seen from the increasing number of bed provided for patients as 

well as the number of employees and medical workers who also have increased, this is certainly one of 

impact  from the value chain that applied by Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu Chi. 

It is not only profit oriented, Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu Chi also serve 

social function.  

 Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu Chi requires the analysis of the value 

chain in view the entire effectiveness and efficiency of service through a series of activities in the 

process of the pre service, point of services or post-service. Which activity can give more value in the 

development of the hospital itself and which activity occur more cost is thus not significantly gives 

value added in order to optimizing service to the patients.  

Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu Chi has been applying the value chain strategy, 

yet no evaluation or measurement for it. Therefore based on the background that had presented, then 

the author feel interested and need to do research entitled "value chain strategy analysis in increasing 

the value of competitive advantage on the Healthcare Industry (Case Study Rumah Sakit Khusus Bedah 

(RSKB) Cinta Kasih Tzu Chi)". From the above background, the formulation of the problem in this 

research as follows: 

a. How about Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu Chi’s strategy based on value 

chain aspect? 

b. How about rating of value chain element on Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih 

Tzu Chi? 

c. What is the competitive advantages that can be focused by the hospital?  

d. What is the appropriate advice for hospital strategy based on value chain approach?  

 

2.    Research Limitations  

 To achieve the goal of research and discussion of the research more focused, then the authors 

limit the problems as follows: 

a. The measurement of the value chain using LSR (Likert's Summated Rating) with Method 

Successive Interval, SWOT Analysis, and Five Forces Porter. 

b. Research only based on interview, questioner and observation. 

c. Period of research is one month, it is January 2016.  

d. Strategy analysis is limited only to suggestions for Rumah Sakit Khusus Bedah (RSKB) Cinta 

Kasih Tzu Chi.  

e. The performance of the hospital determine with based on value chain aspect only.  

 

3.     Research Objective  

 The objective in this research as follow: 

a. Identify the strategy of Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu Chi based on 

value chain aspect. 

b. Determinate rating from value chain element Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih 

Tzu Chi. 

c. Presenting the competitive advantages that can be focused by Rumah Sakit Khusus Bedah 

(RSKB) Cinta Kasih Tzu Chi. 

d. Provide suggestions on Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu Chi based of the 

value chain approaches.  
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LITERATURE REVIEW  

 
1.  Competitive Advantages 

Barney and Clark (2007) based on the aspects of Resource-Based Value, to observe and 

identify the factors that may affect the company in the form the competitive advantage by identifying 

the company resources. The competitive advantage is needed to survive in the middle of the market and 

facing competition which is increasing performance improvement with various aspects.  

The competitive advantages can also be taken through some marketing actions that can take 

advantage from internet, therefore, it will attracted customer and decide to make purchases. Marketing 

actions will increase the competitive advantages and can develop business. Sularto (2012) stated that 

the development of existing business should be offset by competitiveness through advertising with the 

technology or internet to facilitate the processing of information and influence buyer decision.  

 

2.   Value Chain 

Porter (1985) stated that an entity is a collection of elements or activities to designing, 

producing, marketing, delivering and supporting a product or service. Each activity or elements become 

a unity into value chain. The company’s value chain and the performance from each of its activity is a 

reflection of the company’s history, company’s strategy and implementation that is specified by the 

company and the activities that affecting the economic aspects of the company itself.   

 According to the opinion of Hansen mowen (2000) who stated that value chain analysis is the 

strategic analysis tools used to explore and describe about the competitive advantages, it is intended to 

identify customers value to be increased, the strategy to reduced costs that occurs over the activities 

and also to know further about the relationship between the customers, suppliers and other companies 

in the industry. 

 Porter divided business activity into two apart, there are the main activities and supporting 

activities. The main activities related to the operations of the company that are transforming inputs into 

outputs and delivery. Porter also proposed that value chain analysis as a combination of the entire 

activity of the nine operating activities and supporting activities that can make added common value for 

the company. In accordance with the Kindangen and Bahtiar (2013) who stated that these support 

activities will always unite the entire main activities across all the primary activities that are varied and 

diverse, also useful to divide primary activities into a series of value chain.  

 The value chain is useful to explore how much added value for a series of activities conducted 

by the company in delivering the goods or services to consumers by further. The main focus in the 

value chain is the benefits that can be added to the consumers, the linked process of each other that can 

deliver value and demand that affect the inflow was made before.  

 

 3.   Porter’s Value Chain 

The value chain of Porter found by Michael Porter (1985) is a model that analyzes the entire 

company’s activities to assess the competitive advantages that owned by the company. The company’s 

activity is divided into two categories, there are the main activities and supporting activities. The main 

activities consist of Inbound logistics, Operations, Outbond logistics, Marketing, and Service. 

Supporting activities in order to support of the main activities, there are the Procurement, Technology 

Development, Human Resources Management, and Firm Infrastructure.  

The details of each component activity as follows:  

A.    Primary activities 

1) Inbound Logistics  

The activities related to the acceptance and spread of storage or input raw materials. The 

implementation of this activity are handling of raw materials, warehousing, scheduling of raw 

materials expedition, returning to suppliers.  

2) Operations 

The activities related to the input processing into finished product or goods such as machinery, 

packaging, assembly, printing and other activities related to the operations or production 

process.  
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3) Outbound Logistics 

The activities related distribution to buyer such as product or service storage, end material 

handling, delivery process, ordering process and scheduling.  

4) Marketing and Sales 

The activities related to the influence or attract buyers in order to purchase or make some 

transactions to companies such as promotion, advertising and sales workers.  

5) Services 

The activities related to the service provided by the company to consument in order to 

increase the value added, such as company’s facilities and infrastructure that can build 

access for buyers to make purchases, installation, training and adding products easier.  

 The primary activities on the company not equate with the primary activities in other 

companies. It has a different operational type and different characteristic that owned of 

each company. In service industry, the service activity is an important activity because the 

services related to the delivery of customer service.  

B. Supporting Activities 

1)  Procurement 

 This activity related with the purchase of raw materials and other products that can be used 

as assets.  

2) Technology Development 

 This activity related with quality improvement in the quality of products or services with 

the process of technology development. The Technology developed in order to improve the 

effectiveness of delivery process, it means development of facilities can increase the 

competitive advantages.   

3)  Human Resources Management 

The activity related with labor management or human resources such as training of 

employees, recruitment, compensation and so on.  

4) Firm Infrastructure 

This activity about company’s tangible asssets consists of a number of infrastructure 

activities such as scheduling, planning, reporting and quality management 

 

 

Figure 2.1 Value Chain 

Source: Michael Porter (1985) 

 4.   SWOT Analysis 

 Kotler (2009) stated that the SWOT analysis is about the whole evaluation, include strength, 

weakness, opportunities and threat. SWOT elements consist of 4 types, there are internal and external 

environment analysis is the scope of the analysis. The following of four elements on SWOT Analysis: 

Strengths, Weaknesses, Opportunities, and Threat. 
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In analyzing the competitive advantages of the company, strength have to be focused in order 

to development step, either by differentiation or cost leadership, this will provide added value for the 

company in facing competition. The strength that owned by company includes companies that 

effectiveness of operational management, good performance on financial resources, brand image, and 

other factors.  

 On evaluating about the limitation, then weakness analysis required. The weakness can be 

interpreted as a lack or limitation in  resources aspect, performance and company’s capabilities that 

may inhibit the achieving process. In order to increase the value of competitive advantage, the company 

has to be able to improve every weakness. The company’s weakness can be seen from the operational 

activity, such as ineffectiveness, lack in marketing aspect therefore, they could not attract buyers, lack 

of innovation, decreasing productivity and other factors.  

 Opportunities analysis can also provide benefits for the company in order to increase the 

competitive advantages. By looking at the opportunities that exist in the external environment, 

companies can create innovation action and customers being attracted to the company based on the 

taken action of opportunities, in the end it give added value for the company’s value chain. The 

opportunities will build a products, activities or services development for the company to take a 

position in the market easier.  

 The threat is the external condition of the company which may inhibit the company, Threat 

Analysis is the one of company’s action to identify the external condition that can reduce the role of the 

company in achieving good position of market. The power of customers bargaining, the entry of new 

competitor, until the competitor innovations that can take the attention of potential customers, these 

things is some form of threat to the company. In SWOT analysis, companies identify comprehensively 

and detail about facing the treathness. This is aimed to determine the anticipation in the face of the loss 

on short term and long term.  

 

5.    Five Forces Porter Analysis 

 To analyze the adopted strategy by doing an approach based on competitive, there is an 

commons analysis to used, namely the Porter’s Competitive Model. The purposes of this model are to 

knowing and evaluating about corporate strategy analysis of industrial environments specifically. 

Nowadays, the use of five forces porter's Model involves the sustainability of environment process that 

can determine the competitive advantages of the company. Five forces Porter as follows: 

a. Rivalry Intraindustry 

b. The bargaining power of buyers 

c. The bargaining power of suppliers 

d. The threat of new entrants 

e. The threat of substitute product or service  

Hill and Jones (2007) stated that the strength of each five forces is the existence of proportional 

representation between the price and profit margin, when weakness made as opportunities and the 

competitive advantages of the company is considered as a threat. Therefore, the five forces describes 

the overall of condition on industry where the company’s response is a real strategy to be anticipate 

every competitor’s movement on tight competition.  

 

 6.   Value Chain in Healthcare Industry 

Porter (1996) define value as the profit or cost for patients and internal activity or other 

important activities to produce value for patients. The value for patient is the level of health produced 

per costs incurred in  outcome comparison.  

Swayne et al. (2006) stated that value chain analysis on healthcare industry aims to increase the 

competitive advantages of the hospital based on the above internal environment analysis of the hospital 

itself. Limitation in value chain analysis adaptation on healthcare industry is the coordination of the 

entire parties which involved, the spread of the strategic alliance information, information exchange, 

company trust, and strategy through value chain analysis approach to deliver maximum value added for 

customer with the lowest total cost (Burns et al., 2012) 

The value chain in healthcare industry focuses on the service activity to patients. Porter (1985) 

formulate to the value chain on healthcare industry for main activities include delivery services activity. 

Main activity in the healthcare industry namely pre activity services, when services, and post-service. 
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The service delivery activity is the activity that regarding operational hospital. Support activities of the 

value chain in the healthcare industry are the culture organization, the structure of organization and the 

resources strategies. The supporting activity is fundamental resources that can support main activity, 

therefore final value obtained by patients can be optimized. The value chain in healthcare industry is 

hospital’s conceptual strategy so the value of the competitive advantages can be analyzed with more 

carefully and the development of each element on activity can be focused.  

 

 

 
Figure 2.2 Hospital Value Chain 

Source: Porter (1985) 

    

RESEARCH METHODOLOGY  

The subjects that used in this research is Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu 

Chi. Object of research is a Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu Ch strategy, elements 

of value chain activities. The population in this research is all patients in  Rumah Sakit Khusus Bedah 

(RSKB) Cinta Kasih Tzu Chi to analyze the main activities of the value chain that has been applied by 

Hospital and Employees Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu Chi to analyze and 

evaluate the value chain of supporting activities. Samples on this research uses the method purposive 

sampling with the number of respondents are 40 patients and 40 employees that is taken randomly. 

According to Sugiyono (2011, 91) the size of the sample worthy in research is between 30 until 500.  

Data collecting methods are interview, observation, questionnaire, and literature study. The 

instrument or the variables in this research in accordance with the measurement or value chain 

indicator as follow the Service delivery activity (Primary activities), its indicators  is the quality of 

services (SERVQUAL) from Parasuraman (Tangible, Emphaty, Responsiveness, Assurance, 

Reliability), to examine the phase of the service delivery activity at hospital, such as pre-service, point 

of service, and post of service. And supporting activity, such as organizational culture, organizational 

structure, and strategic resources.   

On the elements of organizational culture, authors use indicator of Robbins (1994), there are 

the attitude of individual initiative, tolerance to risk action, direction, integration, Support from 

management, control of identity, reward system, tolerance toward conflict and the patterns of 

communication. On the elements of organizational structure, author use indicator of Stephen Robbins 

(2006) there are specialization work, departmenalization, chain of command, the control range, 



Proceeding UG Economic Faculty-International Conference                   

Gunadarma University – Campus L2, July 25th-26 th  2017              ISBN: 978-602-9438-80-2 

Rachmawati, Sularto 87 

 

centralization and decentralization, formalized. On the elements of the strategic resources, author trace 

elements of strategic resource there are information technology, financial and human resources. 

Techniques of data analysis in this research using Model Porter Five Forces analysis and 

SWOT analysis in describing a qualitative description of the hospital to determine the optimization of 

the strategy  and data processing questioner by  Method Successive Interval program with Likert scale's 

Summated Ratings (LSR) to make ranks from elements of the main activities and supporting 

activities that can describe value chain in order to give contribute to the hospital’s competitive 

advantage.  

 

Table 3.1 Positive Statement Scale 

The criteria Score 

Strongly Disagree 1 

Do Not Agree 2 

Less Agree 3 

Agree 4 

Strongly agree 5 

Source: Sugiyono (2007) 

 

 To examine the validity and reliability of the questionnaire’s answer, author using 

questionnaire test, there are validity and reliability test. 

 

RESULT AND DISCUSSION 

Based on the results of the calculation of the 40 respondents response (patients) on the primary 

activities  of the value chain at Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu Chi, that three of  

instrument research through 23 statements or the indicator value exceeds from the table r, it is  0,3120. 

Then the instrument research strategy based on the value chain said valid. Results of the calculation of 

the output SPSS reliability tests showed that the Cronbach Alpha value above 0.8. Therefore, this 

instrument can be stated very reliable.  

 

Table 1.  Reliability Statistics - Primary Activities 

Cronbach's Alpha N of items 

,976 23 

Source: Obtained primary data (2016) 

 

Based on the results of the calculation of the 40 respondents response (employees) on the 

supporting activities of value chain at Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu Chi, that 

three of instrument research through the 26 statement value exceeds the  table r, it is  0,3120. Then the 

instrument research strategy based on value chain is valid. Results of the calculation of the output SPSS 

reliability tests showed that the Cronbach Alpha value above 0.8. Therefore, this instrument can be 

stated very reliable.  

 

Table 2.  Reliability Statistics - Supporting Activities 

Cronbach's Alpha N of items 

,944 26 

Source: Obtained primary data (2016) 

 

 Based on the results of the analysis and discussion, then the authors formulate a summary as 

follows:  

A.   Five Forces Analysis 

 From the  business competition analysis with Five Forces Porter analysis, it can be known that the 

business competition in healthcare industry especially in Cengkareng, West Jakarta, tight enough 

because there are  some other competitive hospital around, although they have different specialize 
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service, recently, from on decade ago, there is establish some new competitors that can threaten the 

market of Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu Chi. The bargaining power of 

customer offer to expand the management’s scope of patients who initially only for Tzu Chi’s 

citizen, but serving the public patients and the patients remain from the Tzu Chi foundation. The 

bargaining power of  supplier also high enough with the domination of multiple suppliers to put its 

products in Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu Chi with competitive price offer. 

  

B. Internal and External Environment Analysis (SWOT) 

From the internal and external environment analysis, there are strengths and weaknesses that is 

owned by Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu Chi, such as health professional, 

own marketing channel and does not aplly the down payment for inpatient services, but it is not 

supported with the facilities for elect class hospitalization, specialists plyclinic that less complete 

and lack of parking space. Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu Chi also have the 

opportunity to improve their competitive advantage in the competition, Rumah Sakit Khusus Bedah 

(RSKB) Cinta Kasih Tzu Chi even have many cooperation partner, government regulation 

regarding the BPJS that supports the people to be treated easier, and increasing of people 

awareness about  health services quality, although there are some threats that may affect the 

sustainability of business process of Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu Chi, 

there are many replacement products or other alternative such as the clinic 24 hours, puskesmas, 

etc, also technology development in the medical field. From The optimization strategy based on 

SWOT, it can be seen that the best strategy is combination of Strength and Oppportunities (SO), it 

maximizing the most strength of competitive advantage, such as own marketing chanel in 

optimizing the opportunity, such as cooperating with business partner.  

C.   The strategy analysis based on value chain activities  

The description of rating from implementation of value chain activities strategy as follows:  

1) The primary activities element ranking based on the perception of patients from the highest 

value to the lowest value are P3 (post-service elements) about 34,38%, P2 (Point of service) 

about 33,34%, and PI (Pre-service) about 32,38%.  

2) Supporting activities element ranking based on the perception of the employees of the highest 

value to the lowest value is S2 (Organizational Structure) about 34,86%, S3 (Strategic 

Resources) of 32,81%, and S1 (Organization Culture) about 32,33% 

 
 

CONCLUSION & RECOMMENDATION 

1.    CONCLUSION 

   Based on the results and the discussion on Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu 

Chi, then the conclusion in this research as follows: 

a. Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu Chi’s strategy based on the value chain 

activities is using its own marketing channel (DAAI TV) in order to reach out to the wider 

potential patient with providing specific information about Rumah Sakit Khusus Bedah 

(RSKB) Cinta Kasih Tzu Chi, advancing health services based on the humanist and the 

Hospital Integrated Information System (HIIS) in the follow up or recovery actions.  

b. Rating of value chain activities of Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu Chi on 

the primary activities from highest value to lowest valeue are post-service elements, point of 

service element and pre-service element. While the rating for the value chain activities on 

supporting activities from the highest value to the lowest value are the organizational structure, 

strategic resources and the organizational culture. 

From the results of value chain activities rating, than the competitive advantages that can be 

focused by Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu Chi that humanist-based 

service, responsive level on discharge process with providing additional services such 

as homecare and etc. Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu Chi also have 

control the organizational structure that can improve the clinical supervision and operational, 

and systematic of reporting procedures in the work environment in order to improve the 

response time to the patients.  
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2.   RECOMMENDATION 

Recommendation that can be given to Rumah Sakit Khusus Bedah (RSKB) Cinta Kasih Tzu 

Chi as follows: 

a. Based on the analysis and the results of this research, there needs an optimizing on post- 

service element, point of services elements for the main activities of the value chain as well as 

the elements of the organizational structure in supporting activities. Optimizing with adding 

unit of ambulance service, improving the quality of health services through the good patients 

handling,  prioritizing patient comfort, improving the discharge process of patients and 

reporting procedures and communication in the environment of organization in the discharge 

process.  

b. On the primary activities and the supporting activities element for the lowest value are pre-

service and the organizational culture, it is require improvement with through the infrastructure 

improvement of the Hospital in order to optimizing of the waiting room and parking 

space, existence of marketing improvement with high  intensity, optimizing the registration 

process through the integrated system and improving the work environment with prioritize of 

cooperation through the direct of  communication patterns in order to improve the hospital’s 

competitive advantage.  

c. On the improvement of hospital competitive advantage in long-term period Hospital, should 

held strategies evaluation through the measurement of this research periodically. 
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ABSTRACT 
 

As the development of business and the number of transactions that occurred as sales 

transaction resulting in information to be done manually less effective in providing 

information quickly and accurately for the company. Sales to be done manually could cause a 

number of problems of them as many as of all the data to be made and processed repeatedly 

tend to could cause saturation, the complexity of a data processing, the limited time used in 

process data and data variegated. Instruments the analysis used by writer is the questionnaire 

by means of submit a list of questions in writing addressed to object research, analyzing 

internal control system applied to Fadlan Furniture and compare internal control system 

applied to Fadlan Furniture with internal control system according to COSO. Based on the 

result of this research is accounting information system sales of cash are applied Fadlan 

Furniture is still done manually. There where several weakness and part of duplicate, 

including the sales department which also serves as part of the cash and accounting division 

and the sales department is done by one person that is the leader, as well as the delivery 

department and also the part of the warehouse. 

 

Keywords:  Analysis,  Design,  Accounting  Information  System,  Cash  

Sales, COSO, Fadlan Furniture. 

JEL Codes:   M41 

 

INTRODUCTION 
 Any kind of change that develops in Indonesia will bring more challenges from the 

same company, whether from domestic or abroad. This resulted in increasingly tight and 

sharp competition. To be always superior in the competition, the company must have good 

management. Fadlan Furniture is engaged in furniture that was established since 1978 which 

is located on Jl. Margasatwa No. 2 RT 004/01, Pondok Labu, Cilandak, Jakarta 12450. In the 

report of cash receipts in 2015 recorded as Rp. 456,580,000, while the year 2016 recorded at 

Rp. 451,355,000. In 2016 decreased by Rp. 5.225.000 (1.14%). In the report of cash 

expenditures in 2015 recorded at Rp. 600,095,000, while the year 2016 recorded at Rp. 

548.660.000. In 2016 decreased by Rp. 51.435.000 (8.57%). On the report of purchase in 

2015 recorded at Rp. 2.215.223.000, while the year 2016 recorded at Rp. 2,047,785,000. In 

2016 decreased by Rp. 167,438,000 (7.56%). In the report of cash sales in 2015 recorded at 

Rp. 3.925.024.000, while the year 2016 recorded at Rp. 2,499,140,000. In 2016 decreased by 

Rp. 1.425.884.000 (36.33%). In the report of credit sales in 2015 recorded at Rp. 

132,839,000, while the year 2016 recorded at Rp. 124,027,000. In 2016 decreased by Rp. 

8,812,000 (6.63%). The following are details of Fadlan Furniture cash sales report from 2014 

to 2016. 
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Table 1. Cash Sales Reports  

Fadlan Furniture Periode 2014 s/d 2016 

 

Year Cash Sales 

2014 Rp   2.344.418.000 

2015 Rp   3.925.024.000 

2016 Rp   2.449.140.000 

Source : Fadlan Furniture 

 
Based on observations made, the authors found problems in the sales process. In 

2015 increased sales of Rp. 1,580,606,000 (40.27%), while in 2016, sales decreased by Rp. 

1.425.884.000 (36.33%). The amount of losses suffered by Fadlan Furniture in 2016 due to 

the poor recording system used and manual reporting requires precision and the processing 

time takes a long time, because the daily transaction in sales quite a lot and easy to make 

mistakes and difficult to find the location of errors in the calculation of sales . 

The purpose of this study was conducted to find out and analyze the accounting 

information system cash sales that are running on Fadlan Furniture and provide the proposed 

accounting information system new cash sales on Fadlan Furniture. The data used in this 

study is primary data obtained directly from Fadlan Furniture. The analytical tool used by the 

author is a questionnaire by way of asking a list of questions in writing addressed to the 

object of research, analyzing the internal control system applied to Fadlan Furniture and 

compare the internal control system applied to Fadlan Furniture with internal control system 

according to COSO. The method used by the writer is descriptive qualitative analysis is the 

analysis by using data obtained directly by using the tool flow chart document (flowchart), 

DFD and ERD. 

According to Yhufti, et al. (JSIKA Vol. 5, No. 11, 2016) sales accounting 

information system can generate sales reports and provide information on sales received each 

period specified, report the percentage value of this sale of goods provide information about 

the sale of goods of interest by customers based on the period Determined. 

From the above description we can know about the importance of cash sales system in a 

company. Based on the problems that occurred in Fadlan Furniture that has been described 

previously, the authors are interested to perform the writing with the title "Analysis and 

Design of Accounting Information System Cash Sales On Fadlan Furniture".  

 

LITERATURE REVIEW  
1.  Accounting Information Systems 

 Accounting information system is a system that processes data and transactions in 

order to generate information useful for planning, controlling, and operating a business 

(Krismiaji, 2015). 

 

Cash Sales 

 According to Mulyadi (2016), the sale of cash held by the company by requiring the 

buyer to make a payment price of goods before the goods are delivered by the seller to the 

buyer company. After the money is received by the company, the goods are then delivered to 

the buyer and the cash sale transaction is then recorded by the company. According to 

Mulyadi (2016) related functions in cash sales are: 

a.  Sales Function 

This function is responsible for receiving orders from the buyer, filling the cash sales 

invoice and delivering the invoice to the buyer for the interest of paying the product price 

to the cash function. 

b.   Cash Function 
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This function is responsible as the cash receiver of the buyer. 

c.   Warehouse function 

This function is responsible for setting up the products ordered by the buyer, and 

submitting the product to the delivery function. 

d. Shipping Function 

This function is responsible for wrapping the product and submitting the paid product to 

the buyer. 

e. Accounting Functions 

This function is responsible as a recorder of sales and cash receipts and sales report 

maker. 

 

2.  Internal Control System 

 COSO (The Committee of Sponsoring Organizations of the Treadway Commission) 

translated by Krismiaji (2010) stated that Internal Control is a process that is generated by the 

board of directors, management and other personnel, designed to provide assurance that 

reasonable attention to the achievement of the objectives with Categories ie, effective and 

efficient operation, reliable financial reporting power, compliance with applicable laws and 

regulations. According to COSO translated by Krismiaji (2010) internal control consists of 5 

(five) interconnected components. According to COSO, internal controls have 5 (five) 

interrelated internal control components, namely: 

a.  Control environment 

- Integrity and ethical values. 

 -  Commitment to competence. 

-  Participation of the board of directors or team of auditors. 

- Employee rules and regulations. 

- Organizational structure. 

- Giving authority and responsibility. 

- Human resources policies and practices. 

b. Control activities 

- Good document design and print order number. 

- Separation of functions. 

- Adequate authorization of documents. 

- Securing company assets and records. 

- Perform independent checks. 

c. Risk assessment 

- New personnel. 

- New and updated information and technology systems. 

- New products and activities. 

d. Information and communication 

- Identify and record all legitimate transactions. 

- Classify transactions. 

- Recording transactions in the appropriate accounting period. 

- Appropriately presents related transactions and disclosures in the financial 

statements. 

e. Monitoring 

- Ongoing activity monitoring. 

- Separate assessment. 

 

3.   Calculation of Internal Control Questionnaire 

According to Agoes (2012), Internal Control Questionnaires (ICQ) can be used to 

understand and evaluate internal controls in different types of companies. 

In measuring the adequacy of the internal 

control  
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used criteria as follows: 

0% - 25% = Insufficient Internal Control. 

26% - 50% = Insufficient Internal Control. 

51% - 75% = Internal Control is sufficient. 

76% - 100% = Internal Control is adequate. 

 

4.  Previous Research 

Esty Dwi Widyastuty (2016), Analysis And Design Of Accounting Information 

Systems Sales And Cash Purchase On Tip Top Supermarket And Dept. Store Depok Branch, 

The results show that the system of sale and purchase cash TIP TOP Supermarket and Dept. 

Store Depok branch is good because it is computerized so as to produce a quick, precise and 

accurate financial list. Only in the implementation there are some shortcomings, namely the 

lack of documentation used in the sale and purchase activities, BSK in the process of 

accounting directly from the cashier not through the authorization of the financial section, the 

absence of records after depositing the proceeds to the head office, the absence of 

manufacture SPPB, PO is made by the warehouse, the warehouse concurrently all the 

activities. 

 Tiara Amalia (2014), Analysis And Design of Accounting Information Systems Cash 

Sales In PD. Santana Santini, Based on the results of the study the authors found that the cash 

sales system run by the company still has shortcomings and weaknesses in terms of 

separation of functions, cash sales procedures performed, documents used, recording cash 

sales transactions, and reports generated. Furthermore the authors designed a cash accounting 

information system that is able to overcome the weaknesses and shortcomings. 

                                                     

RESEARCH METHODOLOGY 

1.  Analysis Technique 

 The method of analysis used by the authors is a qualitative descriptive analysis of the 

analysis using data obtained by the author. Descriptive is the presentation of data generated 

from research by providing a picture of what it is or in accordance with reality. Based on the 

analysis that has been made then the author tries to give the proposed solution. The stages are 

as follows: 

a.  Systems Analysis 

 At this stage the authors conduct an investigation (preliminary examination) and 

survey system to collect data about the manual system of cash sales transactions on Fadlan 

Furniture. In addition, the authors also identify problems by using qualitative data from the 

internal company and then describe it by making flowchart document then analyzing with 

questionnaires using Internal Control System (SPI) according to COSO, then determining the 

internal control system is adequate and inadequate in every Phase implementation of 

accounting information system cash sales at Fadlan Furniture. The calculation of percentage 

results is used to determine the adequacy or inadequacy of the internal control system. 

Assessment of percentage results obtained, described by the following criteria of assessment: 

0% - 25% = Internal Control on cash sales in Fadlan Furniture is inadequate. 

26% - 50% = Internal Control on cash sales in Fadlan Furniture is inadequate. 

51% - 75% = Internal Control on cash sales in Fadlan Furniture is sufficient. 

76% - 100% = Internal Control on cash sales in Fadlan Furniture is adequate. 

 

b. System Design 

 At this stage the authors begin to design the system by making process modeling 

(using Data Flow Diagram) and data modeling (using Entity Relationship Diagram). 

 

RESULTS AND DISCUSSION 
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1.  Cash Sales System Research Data at Fadlan Furniture 

 Fadlan Furniture is a trading company engaged in the field of furniture. The cash 

sales system in Fadlan Furniture is still handled manually, there are functionalities in each 

section. In the recording of cash sales Fadlan Furniture is still recording on a regular 

notebook. The book is very vulnerable in its storage. This is worrisome because it is 

estimated that the longer the company's rapid development, it is better to use a computerized 

system for data security and accuracy. 

 

2.    Procedures Applied to Fadlan Furniture 

 The following are the procedures for making cash sales on Fadlan Furniture: 

a. Salesperson Procedures 

 The salesperson procedure is as follows: 

 Buyers come to the company. 

 Serve the buyer and provide information on the goods. 

 Deal the price of the goods the buyer wants. 

 Deliver the buyer to the sales department to process the goods to be purchased. 

 

b.   Sales Section Procedure 

 The sales procedure procedure is as follows: 

 Confirming the buyer for the item you want to purchase at a specified price. 

 Creating Invoice of 3 sheets. 

 Receive payment of goods from the buyer. 

 Put the "Paid Off" stamp on the sheet FPT 1, 2 and 3. 

 Creating a delivery order (DO) of 1 sheet. 

 The 1st sheet Invoice is given to the buyer. 

 The 2nd sheet Invoice is archived by date. 

 3rd sheet Invoice and 1 sheet DO are submitted to the shipping department. 

 Receive back Invoice sheets 3 and SJ 1 sheet from the shipping section. 

 Record and generate cash sales reports. 

 3rd sheet Invoice and DO 1 sheet are archived fixed by date. 

 The results of cash sales reports submitted to the leadership. 

 

c. Shipping Section Procedure 

 The shipping parts procedure is as follows: 

 Receiving 3rd sheet of Invoice and 1 sheet Delivery Order (DO) from the sales 

department. 

 Wrap the items to be shipped to the buyer. 

 Sending goods to buyers. 

 Request buyer's signature on 3rd sheet Invoice and 1 sheet DO. 

 Put the stamp "Submitted" on the 3rd sheet Invoice and 1 sheet DO. 

 Returns Invoice sheets to 3 and DO 1 sheets that the buyer has signed to the sales 

department. 

 

d. Leadership 

 Leadership procedures are as follows: 

 Receive a cash sales report from the sales department. 

 Archiving fixed cash sales reports by date. 

 

 The cash sale procedure applied to Fadlan Furniture is depicted in flowchart as 

shown in Figure 1 below: 
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          Flowchart Accounting Information System Cash Sales at Fadlan Furniture
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Figure 1 Flowchart Applied Fadlan Furniture 

Source: Fadlan Furniture, 2017 

 

DISCUSSION 
Based on the description of cash selling procedures previously described, it can be 

analyzed that the cash accounting information system that is running on Fadlan Furniture has 

not produced the information needed quickly, accurately and completely. Associated with the 

problems that exist, the authors propose that companies use a system of cash sales that have 

been computerized, so that the reports generated system reliable because the data is accurate, 

fast and complete and necessary cash sales system that can meet the needs of the company 

and can reduce Problems that occur. 

Based on the questions asked there are 15 answers "Yes" and there are 27 answers 

"No". The question that got the answer "Yes" then sought the score with the 

calculation.  From the calculation 



                                                                                      Proceeding UG Economic Faculty-International Conference 

ISBN: 978-602-9438-80-2                                               Gunadarma University – Campus L2, July 25th-26 th  2017 

98 Handayani, Sularto 

 

results through scoring shows that the percentage of internal control system application in 

cash accounting information system in Fadlan Furniture amounted to 35.71%. Based on 

scoring criteria, it can be concluded that the internal control system in the accounting 

information system cash sales on Fadlan Furniture is inadequate, hence required alternative 

problem solving required for internal control system that less adequate. 

The proposed cash sale procedure is described in the form of a flowchart as shown in 

Figure 2 below: 

 

Suggested Flowchart Usulan Accounting Information System Cash Sales
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Figure 2 Proposed Flowchart 

Source: Data from Author Result, 2017 
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        Suggested Flowchart Usulan Accounting Information System Cash Sales
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Figure 2 Proposed Flowchart 

Source: Data from Author Result, 2017 

 

Data Flow Diagram (DFD) for the Proposed Cash Advance System. 

 

Context Diagram. 
 Context diagram provides an overview of the flow of data that occurs within a system. 

The context diagram of the cash sale system that will be proposed can be seen in Figure 3. 
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Figure 3 Proposed Context Diagram 

Source: Data from Author Result, 2017 

 

Zero Diagram 

  The zero diagram is a diagram that describes the overall process that exists in the context 

diagram. The zero diagram of the cash sale system to be proposed can be seen in Figure 4.4. 
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Figure 4 Proposed Zero Diagram 

Source: Data from Author Result, 2017 

 

 

 

 



Proceeding UG Economic Faculty-International Conference                   

Gunadarma University – Campus L2, July 25th-26 th  2017                 ISBN: 1858-2559 

Handayani, Sularto 101 

 

Level Diagram 

a. Level 1 Procces 1 Diagram 
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Figure 5 Proposed Proposed Level 1 Diagram 

Source: Data from Author Result, 2017 

 
b. Level 1 Procces 2 Diagram 
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Figure 6 Diagram Level 1 Proposed Process 2 

Source: Data from Author Result, 2017 

 
c. Level 1 Procces 3 Diagram 
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Figure 7 Proposed Proposed Level 3 Diagram 

Source: Data from Author Result, 2017 
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d.  Level 1 Procces 4 Diagram 
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Figure 8 Diagram Level 1 Process 4 Proposed 

Source: Data from Author Result, 2017 

 

e. Level 1 Procces 5 Diagram 
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Figure 9 Diagram Level 1 Proposed Process 5 

Source: Data from Author Result, 2017 

 
Entity Relationship Diagram (ERD) 

Entity Relationship Diagram or entity relationship diagram of the proposed cash sale accounting 

information system serves to describe the database model that will be used. Here is the proposed ERD 

in accounting information system cash sales Fadlan Furniture: 
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Figure 10 Entity Relationship Diagram (ERD) Cash Sale Proposed 

Source: Data from Author Result, 2017 

 

CONCLUSIONS AND RECOMMENDATIONS 

1.   Conclusion 

After performing analysis and design of accounting information system cash sales at Fadlan 

Furniture, the authors can draw the following conclusions: 

a.  Cash selling accounting information system applied to Fadlan Furniture is still done manually. 

There are several parts, namely sales clerk, sales and delivery department. The document used is 3 

Sales Cash Invoice and 1 Way Letter Letter. 

b.  Cash selling accounting information system on Fadlan Furniture is still inadequate with the 

standard Internal Control System (SPI) according to COSO among others are as follows: 

- There is a craze of parts, that is the sales department that doubles his duties as well as the cash 

and accounting department, as well as the delivery department and also serve as part of the 

warehouse. 

- Lack of routine in putting the stamp "Lunas", put the stamp "Already Submitted", make a letter 

and deposit money from the sale of cash to the bank. The street mail only made 1 sheet for 

archiving on the sales. 

- Every time there is a cash transaction activity, Fadlan Furniture does not operate a register 

machine and is only recorded on a regular book. 
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- After the cash sale activity is completed, no physical matching of money with a record of periodic 

cash sales and cash proceeds received from cash sale activities is rarely paid to the bank and is only 

kept in the company's safe. 

c. There are several designs that the authors propose in some respects, from making proposed 

flowcharts, Data Flow Diagrams (DFD) and Entity Relationship Diagrams (ERD). 

 

2.    Suggestion 

Based on the analysis of research results as well as some conclusions and discussion, the authors 

provide suggestions that can be useful in the company in the future, including: 

a. Companies should make the separation of duties and responsibilities in order to avoid any chaotic 

tasks. 

b. Companies should pay more attention to the system of internal control over procedures in the 

company's operational activities in accordance with generally accepted standards. 

c. The company should do the stamping regularly to avoid mistakes when receiving money from the 

buyer and delivery of goods. 

d. Companies should place each employee into certain sections so that cash sales activities can run 

well and generate cash sales reports quickly and accurately. 

 

 In this research, the authors only limit the accounting information system cash sales on Fadlan 

Furniture and use cash sales report 2014-2016. The analytical tool used by the author is a questionnaire 

by way of asking a list of questions in writing addressed to the object of research, analyzing the internal 

control system applied to Fadlan Furniture and compare the internal control system applied to Fadlan 

Furniture with internal control system according to COSO. The method used by the writer is 

descriptive qualitative analysis that is analysis by using data obtained by writer to give picture to reader 

and reveal a problem, circumstance and event based on fact that happened in field, by using tool 

flowchart document (flowchart), DFD and ERD. In system design, the software to create the process 

flow is using Microsoft Visio 2007. 
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ABSTRACT 
In 2015, there was decline in stock prices in the manufacturing industry. To cope with the problem of 

falling stock prices, the company can seek to increase investor confidence by maximizing the firm 

value. Firm value is very important because it will reflect the performance of the company that can 

affect the perception of investors to the company. The purpose of this study is to examine and analyze 

the influence of managerial ownership, institutional ownership, independent commissioner, debt 

policy, profitability on the firm value empirically. The sampling technique is purposive sampling 

method and 16 selected manufacturing companies listed in Indonesia Stock Exchange from 2011–2015. 

Analysis of data using multiple linear regression analysis. The data used is secondary data obtained 

from the BEI site. The research result shows that the managerial ownership, institutional ownership, 

independent commissioner, debt policy, and profitability simultaneously effect the firm value. Partially, 

managerial ownership, independent commissioner, and profitability variable has effect on firm value, 

while institutional ownership, and debt policy has no effect on firm value. 

 

Keywords :  Managerial Ownership, Institutional Ownership, Independent Commissioner, Debt Policy, 

Profitability, Firm Value, Manufacturing Companies. 

JEL Codes:   G23 

 

INTRODUCTION 
Manufacturing companies are one of the industries that dominate the companies listed on the 

Indonesia Stock Exchange. Although the manufacturing industry is an industry whose products are 

needed by the public, but in reality the manufacturing sector does not always experience an increase in 

its share sales. This can be caused by external circumstances such as economic instability and raw 

material prices of products as well as from internal parties ie the governance and financial performance 

of each company. 

 In the end of 2015, stock prices in the manufacturing sector fell, whereas previously 

manufacturing stock prices were 1,335.20 to 1,151.68, as shown in Figure 1. The decline in the 

competitiveness of the manufacturing industry is due to unpredictable wage increases, increases in 

electricity tariffs, limited gas supplies, the impact of dollar gains, and high imports of raw materials and 

components. The Ministry of Industry said that the weakness of the manufacturing industry should be 

taken seriously. This is considering the manufacturing sector is a driver of increased value added, 

technology and the creation of important jobs (http://www.kemenperin.go.id). 

 

mailto:lana@staff.gunadarma.ac.id2
http://www.kemenperin.go.id/
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 Figure 1. Manufacturing industry stock price  

(google finance December 30, 2015) 

 

To cope with the problem of falling stock prices of the manufacturing industry, the companies 

can seek to increase investor confidence by maximizing firm value. Firm value is very important to note 

because it will reflect the performance of companies that can affect the perception of investors to the 

company. High corporate value is a long-term goal to be achieved by the company that will be reflected 

from the stock price, because the investor's assessment of the company can be observed through the 

movement of the company's stock price (Retno and Priantinah, 2012). However, efforts to maximize 

firm value often create a conflict of interest between managers and shareholders. The manager with his 

or her authority may make efforts with objectives that are contrary to the main objectives of the 

company and ignore the interests of shareholders. The emergence of differences in interests between 

managers and shareholders is behind the need for good corporate governance (good corporate 

governance). The main objective of good corporate governance is to create added value for all 

stakeholders on an ongoing basis over the long term through improved management performance to 

enhance company value and promote efficient, transparent and consistent market in accordance with 

legislation (Ningtyas et al, 2014 ). 

 The World Bank defines good corporate governance (GCG) as a set of laws, regulations, and 

rules that must be met, which can drive the performance of corporate resources (Effendi, 2009: 1). 

Based on the above understanding it can be seen that good corporate governance is a control to manage 

and manage the business with the intention to increase the value of the company and consider the 

interests associated with the company. In this research, good corporate governance mechanism uses 

three proxies: managerial ownership, institutional ownership, and independent commissioner. 

 

 

LITERATURE REVIEW  
1.  Firm Value 

 The Company is an organization that combines and organizes resources in order to produce 

goods and or services for sale (Salvatore, 2005: 8). The firm value is a certain condition that has been 

achieved by a company as a picture of public confidence in the company after through a process of 

activity for several years, since the company was established until now (Fladdicha and Hanny, 2016). 

The firm value is the perception of investors to the success rate of the company that is closely related to 

the stock price.  The company theory states that the main purpose or goal of the company is to 

maximize the wealth or value of the company (Salvatore, 2005: 9). High corporate value will be 

realized if the company is not only able to maximize profits but also pay attention to the interests of 

society and the environment. Widyasari et al (2015) says that the companies that are not able to align 

any interested parties will be difficult to increase the firm value. The high firm value reflects the level 

of shareholder prosperity and becomes an important indicator for investors before deciding to invest in 

a company. Firms that are able to survive in the long term will be reflected from the company's growing 

value. 
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2.   Effect of Managerial Ownership, Institutional Ownership, Independent Commissioner,  Debt 

Policy and Profitability on Firm Value 

Managerial ownership as one component of good corporate governance acts as a unifying party 

of interests between managers and shareholders. Pertiwi and Pratama (2012) said that if the shareholder 

doubles as the manager of the company it will reduce the agency conflict. Manager who owns the 

company's stock knows the internal state of the company as well as acts as the operational manager of 

the company. In research conducted by Triyono and Setyadi (2015), Alfinur research (2016) and Depari 

and Wahyudi (2016) stated that managerial ownership affects the firm value. Meanwhile, in a study 

conducted by Widyasari et al (2015) states that managerial ownership has no effect on firm value. 

Institutional ownership is the number of shares owned by the institution (Widyasari et al, 

2015). Institutions such as banks, insurance companies, investment companies and other institutions. 

According to Muryati and Suardikha (2014) states that institutional investors can play a role in 

monitoring agency (manager) company. Institutional investors are considered to have better access to 

information about the performance of a company because of their investment activity. In research 

conducted by Nuraina (2012), Muryati and Suardhika (2014) and research by Widyasari et al (2015) 

study which stated that institutional ownership affects the firm value. Meanwhile, in a study conducted 

by Ningtyas et al (2014), Bernandhi and Muid (2014), and Alfinur (2016) study stated that institutional 

ownership has no effect on firm value. 

 Independent Commissioner is the core of good corporate governance that is assigned to ensure 

the implementation of corporate strategy, and oversees the management in managing the company 

(Triyono and Setyadi, 2015). The existence of an independent commissioner can supervise and advise 

directors effectively and provide added value to the company. Good performance in a company must 

have maximum supervision for the company. In research conducted by Widyasari et al (2015), Alfinur 

(2016) and Fauzi at al (2016) study stated that independent commissioners affects the firm value. 

Meanwhile, in research conducted by Wedhayanthi and Darmayanti (2016) and research Fiadicha and 

Hanny (2016) stated that independent commissioners have no effect on the firm value. 

 Debt policy is a company policy on how far a company uses debt financing (Mardiyati et al, 

2012). Decisions taken by managers in relation to company funding should be carefully considered the 

nature and cost of the selected funding source, as each source of funds selected has different 

consequences. The existence of debt as a source of funding company, and the proportion of the debt is 

high then the stock price of the company is higher. In research conducted by Dewi and Wirajaya 

(2013), Nurfina and Widyarti (2016) study stated that debt policy has an effect on firm value. While in 

research conducted by Mardiyati et al (2012) and research conducted by Fenandar and Raharja (2012) 

states that the debt policy has no effect on firm value. 

 Profitability is one factor that can affect the firm value. Strong and weakness of a company can 

be seen through its profitability ratios. Comghbf6t5panies that have a high profitability shows the 

amount of profits owned to finance the company's operations. Mardiyati et al (2012) states that 

companies that have a high level of profitability will be more preferred by investors. The perception of 

investors in response to profitability will affect the stock price as well as the value of the company. In 

research conducted by Mardiyati et al (2012), Dewi and Wirajaya (2013) stated that profitability affects 

the firm value. Meanwhile, research conducted by Fiadicha and Hanny (2016) states that profitability 

has no effect on firm value.  

 

Research Framework and Hypotheses 

a.   Research Framework  

Based on literature review and previous research that has been described, it can be arranged 

framework developed in this research are as follows: 
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Figure 2. Research Framework 

 : partial  

  : simultaneously 

 

 

b.  Research Hypothesis 

The hypothesis proposed in this research is a brief statement concluded from the literature 

review and is a description of the problems that need to be tested again. So, the hypothesis proposed in 

this research are: 

H1: Managerial ownership affects the firm value 

H2: Institutional ownership affects the firm value 

H3: Independent Commissioner affects the firm value 

H4: Debt policy affects the firm value 

H5: Profitability affects the firm value. 

 

 

METHODOLOGY   
1.   Population and Sample Determination Procedures Population 

 The population used in this study are all companies listed on the Indonesia Stock Exchange 

(BEI). The sample is part of the population used as research object (Fenandar and Raharja, 2012). 

Sampling method which is done in this research is purposive sampling method which is done based on 

certain consideration by making criteria that must be fulfilled. The criteria used in this study are as 

follows: 

a.   Manufacturing companies listed on the Indonesia Stock Exchange (BEI) during the period  2011 - 

2015 

b.  A manufacturing company that routinely presents and publishes complete data on the Annual 

Report and Financial Statements on the Indonesia Stock Exchange in a row over the period 2011-

2015. 

c.  A manufacturing company using the rupiah currency during the period 2011-2015 

d.  Manufacturing companies earning profit during one period running from 2011-2015. 

e.  Manufacturing companies that have information or availability of data to be used in research during 

the period 2011-2015. 

 

 Based on these criteria, obtained 16 manufacturing companies listed on the Indonesia Stock 

Exchange during the period 2011-2015 which became the sample in this research. 

 

Managerial Ownership 
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2.   Operational Definition and Variable Measurement 

a. Firm Value  

 The value of the firm is the perception of investors to the success rate of the company that is 

closely related to the stock price. The value of the firm in this research is proxied by Tobin's Q. The 

formula is : (MVE + Debt) / TA 

Tobin's Q :  Ratio to measure company value 

MVE  :  The market value of the number of shares outstanding (number of    

       shares outstanding x closing price) 

Debt  :  The total value of the company's liabilities 

TA  :  Total company assets (Sindhudiptha and Yasa, 2013: 398) 

b. Managerial Ownership 

 Managerial ownership is the proportion of shareholders who come from management and has the 

same authority as other shareholders in decision making (Widyasari et al, 2015). The formula is : 

Total Managerial Share / Total Managerial Share (Perdana and Raharja, 2014:4) 

c. Institusional Ownership 

 Widyasari et al (2015) states that institutional ownership is the shares owned by the institution. The 

formula is : Total Institutional Share / Total Managerial Share (Perdana and Raharja, 2014:4) 

d. Independent Commissioner 

 Independent Commissioner is a board of commissioners who come from outside the company that 

is independent and has no interest in the company (Ningtyas et al, 2014). The formula is : Number 

of Independent Commissioners / Number of Members of the Board of Commissioners 

(Perdana and Raharja, 2014:5) 

e. Debt Policy 

 As for this research, the measurement of debt policy is measured by DER that is ratio used to assess 

debt with equity (Kasmir, 2008: 157). DER = Total Debt / Total Equity 

f. Profitability 

 In this research, profitability measurement is measured by Return on Equity. ROE is the ratio to 

measure net income after tax with own capital (Kasmir, 2008: 204).  

ROE = Earning After Tax / Equity 

 

3.   Data Analysis 

 Data analysis used in this research is multiple linear regression. Before linear regression 

analysis is done, it must be tested first with a classical assumption test to ascertain whether the 

regression model used did not have problems of normality, multicollinearity, autocorrelation, and 

heteroskedastisitas. If the classical assumption test is met, then the analytical model is feasible to use. 

 

4.   Multiple Linear Regression Analysis 

 The analysis technique used in this research use multiregresi with equation model as follows: 

 

 

 

 

Y  :  Company Value 

Α  :  Constants 

Β1, β2, β3  :  Regression coefficients 

KPM  :  Managerial Ownership 

KPI  :  Institutional Ownership 

KI  :  Independent Commissioner 

DER  :  Debt to Equity Ratio 

Roe  :  Return on Equity 

e  :  Residual 

 

 

Y = α + β1KPM + β2KPI + β3KI + β4DER + β5ROE e 
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RESULT AND DISCUSSION 

 
1. Descriptive Statistical Analysis 

 Descriptive statistics are used to indicate the amount of data used in this study and can show 

the maximum value, minimum value, mean value and standard deviation of each variable in this 

research. The result of descriptive data in this research can be seen in the following table: 

Table 1. Descriptive Statistics 

  N Minimum Maximum Mean Std. Deviation 

TOBIN 80 0,572132 4,253462 1,497203 0,862148 

KPM 80 0,000005 0,256198 0,063925 0,087303 

 KPI 80 0,322156 0,960912 0,687349 0,188456 

KI 80 0,250000 0,750000 0,384148 0,086162 

DER 80 0,108243 2,383861 0,772941 0,519319 

ROE 80 0,017293 0,423301 0,136575 0,087240 

 

2. Results of Multiple Linear Regression Analysis 

 

Table 2. Multiple Linear Regression Result 

Model 
Unstandardized Coefficients 

B Std. Error 

  (Constant) 0,018 0,530 

KPM -2,410 0,990 

KPI 0,026 0,491 

KI 2,311 0,902 

 DER -0,059 0,144 

 ROE 5,665 0,883 

 

 From the regression equation of managerial ownership variable, institutional ownership, 

independent commissioner, DER (Debt to Equity Ratio), and ROE (Return On Equity) to company 

value calculated by tobin's Q are as follows: 

Tobin’s Q = 0,018 - 2,410KPM + 0,026KPI + 2,311KI – 0,059DER + 5,665ROE + e 

 

3. Partial Significance Test Result (t test) 

 

Table 3. Partial Significance Test Result 

Variable t count Sig Results 

 KPM -2,434 0,017 Influential 

KPI 0,053 0,958 No Effect 

KI 2,562 0,012 Influential 

 DER -0,411 0,682 No Effect 

 ROE 6,418 0,000 Influential 

 

a. Effect of Managerial Ownership on Firm Value 

    Managerial ownership affects the value of the firm, the effect of managerial ownership 

indicates that the ownership of shares by the management can motivate the management to improve its 

performance in maximizing the interests of the shareholders, where the manager is one of the holders of 

the company. This is because the manager is a shareholder in the company. In this case, the 

management of board of directors and commissioners who have broader information about the 

company will seek to maximize its interests by utilizing the wealth of the other party. This is in 

accordance with agency theory which states that there is a difference of interest between the agent with 
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the principal. Managerial share ownership may actually reduce agency conflicts, but abuse of authority 

possessed by managers can lead to a negative response by the market that can degrade firm value. 

  Therefore, the company must optimize the level of managerial ownership well so that the 

company's value becomes optimal so that the value of the company will be better in the eyes of the 

public. So the results of this study support the results of research conducted by Triyono and Setyadi 

(2015), Alfinur research (2016) and research Depari and Wahyudi (2016) stating that managerial 

ownership affects on firm value. Therefore this study rejected the results of research conducted by 

Widyasari et al (2015) which states that managerial ownership does not affect on firm value. 

 
b. Effect of Institutional Ownership on Firm Value 

  The institutional ownership in the company that is being sampled in this research is considered 

not able to be a party that can monitor the performance of the company's management optimally. This is 

because share ownership by majority institutional investors has a tendency to compromise or side with 

management and ignore the interests of minority shareholders. Management often takes actions that 

tend to lead to self-interest resulting in collaboration between institutional investors and management 

(Alfinur, 2016). Another reason for the lack of institutional ownership is due to the fact that the 

institutional ownership data of the manufacturing companies sampled in this research is largely 

constant. So also with the number of outstanding shares that most did not increase from year to year. 

The constant amount of institutional ownership and stakes in stock leads to insignificant results. 

  Therefore, it can be concluded that institutional ownership has not been able to become a 

mechanism that can increase the value of the company. High institutional ownership can not guarantee 

will increase company value. So the results of this research support the results of research conducted by 

Ningtyas et al (2014), Bernandhi and Muid (2014), and Alfinur (2016) stating that institutional 

ownership does not affect on firm value. Therefore this study rejected the results of research conducted 

by Widyasari et al (2015) study which stated that institutional ownership affects on firm value. 

 

c. Effect of Independent Commissioners on Firm Value 

  The companies sampled in this research had an average high independent level of independent 

commissioners, which is at least the proportion of independent commissioners of each company in this 

research sample of 30%. This proves that the board of independent commissioners is able to perform a 

good oversight function in overseeing the policies and activities undertaken by the board of directors. 

The existence of an independent commissioner in a company can provide an effective contribution in 

the process of preparing the company's financial statements are more qualified. With the existence of 

good oversight function by independent commissioners, this will be responded positively by the market 

so that the value of the company will increase in the eyes of investors that will cause the company's 

stock price to rise 

  Therefore, it can be concluded that the independent commissioner of the manufacturing 

company affects the value of the company, which results in support of the agency theory. The positive 

influence of an independent commissioner in the manufacturing company is due to the strong control of 

the independent commissioner on the management side. So the results of this study support the results 

of research conducted by Widyasari et al (2015), Alfinur (2016) and research Fauzi at al (2016) study 

which states that independent commissioners influence the firm value. Therefore this study rejected the 

results of research conducted by Fiadicha and Hanny (2016) that states independent commissioners 

have no effect on firm value. 

 

d. Effect of Debt Policy on Firm Value 

   In fact, the increasing use of debt will cause the burden to be borne by the company also 

increases. Fenandar and Raharja (2012) argue that the use of debt capital will be profitable if the 

business climate is in good condition so that the benefits of using debt will be greater than the cost of 

interest, but in an uncertain business climate the benefits of using debt can be less than the cost 

Inflicted. Increased debt that is too high will pose a risk of bankruptcy if not offset by optimal debt 

usage. This is also supported by the trade of theory which says that the use of debt by the company can 

increase the value of the company but only to a certain point. After that point, the use of debt can 

actually lower the value of the company in the future because of the uncertain risks that will be faced 

by the company. 
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  From the results of this study can be seen that the debt policy does not affect the value of the 

company. Investors do not see indicators of debt as a consideration in making an investment due to the 

uncertain risk of the existence of the debt. So the results of this study support the results of research 

conducted by Mardiyati et al (2012) and research Fenandar and Raharja (2012) find different results 

stating that debt policy has no effect on on firm value. Therefore this study rejected the results of 

research conducted by Dewi and Wirajaya (2013), Nurfina and Widyarti (2016) study which stated that 

debt policy has an effect on firm value. 

 

e. Effect of Profitability on Firm Value 

  In this research profitability at manufacturing company is measured by return on equity that is 

measurement of profit available for company owner on invested capital. The higher this ratio will be 

the better because it gives a higher return to shareholders (Valintino and sularto, 2013). In general, of 

course the higher the rate of return on equity the better the owner of the company. Because of the high 

return on invested capital. So that the results of this study support the results of research conducted by 

Mardiyati (2012), Dewi and Wirajaya (2013) which states that profitability variables affect on firm 

value. Therefore, this study rejects the results of research conducted by Fiadicha and Hanny (2016) 

who found different results stating that profitability does not affect on firm value. 

 

4.  Simultaneous Test Results (F Test) 

 

Table 4. Simultaneous Test Results 

Variable F Count Sig F Result 

KPM, KPI, KI, ROE, DER 

  TOBIN’S Q 
17,896 0,000 Influential 

    

  Based on the result of simultaneous test (F test) stated in table of significance test f above can 

be seen that the significance value of F equal to 0.000 < 0,05. This shows that the independent 

variables in this research are managerial ownership, institutional ownership, independent 

commissioner, debt policy, and profitability simultaneously affect the variable of firm value. Thus it 

can be concluded that there is influence between all independent variables to the dependent variable in 

this research. 

 

5. Coefficient Test Results Determination (Test R
2
) 

 

Table 5. Coefficient Test Results Determination 

Model R 
R 

Square 

Adjusted R 

Square 

Std. Error of 

the Estimate 

1 0,740 0,547 0,517 0,59932 

 

   Based on the summary model output from the results of multiple linear regression analysis seen 

that the value of Adjusted R
2
 of 0.517 or 51.7%. This value indicates the ability of managerial 

ownership variable, institutional ownership, independent commissioner, debt policy, and profitability in 

explaining the variable of firm value is equal to 51,7%. The remaining 48.3% is affected or explained 

by other variables not included in this research. 

 

CONCLUSIONS AND RECOMMENDATION 
1.  Conclusions 

 This research was conducted to examine the factors that could affect the value of the company 

in manufacturing companies listed on the Indonesia Stock Exchange. In this research, factors that can 

affect the firm value consists of several indicators, including managerial ownership, institutional 

ownership, independent commissioner, debt policy, and profitability. From the results of data analysis, 

hypothesis testing and discussion, it can be drawn conclusions from this research as follows: 
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a.  Managerial ownership variables affect on firm value in manufacturing companies listed on the 

Stock Exchange. This shows that the ownership of shares by the management can motivate the 

management to improve its performance in maximizing the interests of the shareholders. 

b.  The variable of institutional ownership not affect on firm value in manufacturing companies listed 

on the BEI. This is because most institutional investors have a tendency to compromise or side with 

management and ignore the interests of minority stocks. 

c.  Independent commissioner variables affect on firm value in manufacturing companies listed on the 

Stock Exchange. This proves that the board of independent commissioners is able to perform a 

good oversight function in overseeing the policies and activities undertaken by the board of 

directors. 

d.  Debt policy variables do not affect on firm value in manufacturing companies listed on the Stock 

Exchange. Investors do not see indicators of debt as a consideration in making an investment due to 

the uncertain risk of the existence of the debt. 

e.  Profitability variables affect on firm value in manufacturing companies listed on the Stock 

Exchange. A high level of profitability will give an indication of good corporate prosperity in the 

eyes of investors, because in general companies are more interested to invest in companies that can 

generate profits. 

f.   Variable managerial ownership, institutional ownership, independent commissioner, profitability, 

and debt policy jointly affect on firm value in manufacturing companies listed on the Stock 

Exchange. This shows if the five variables in this study are considered optimally then will cause 

the value of the company increased. 

 

2.  Recommendation 

 The suggestions that can be submitted based on the results of research that has been done for 

the company is expected to pay more attention to the factors that can affect on firm value in order to 

convince investors in decision making to invest. As for the results of this study the factors that should 

be more attention by the company are: managerial ownership, independent commissioners, and 

profitability. 
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ABSTRACT 
 

This research conduct at Kopsyah BMT Bakti Nurul Huda yet using computerized system of funding 

and financing activities. The purpose of this research are to know and analyze how is the accounting 

information system of funding and financing activities which has been running, does the system has 

been going well and how is alternatives the system is effective to be applied in Kopsyah. The research 

method use is descriptive analysis method with qualitative data. Data analysis techniques consists 

literature study, observation, interview and documentation. Data obtained from the primary data such 

as result of interviews, notes and documents that is related for accounting activities. While secondary 

data such as organizational structure, job description, documents, forms and accounting records. The 

analysis tool consists of system analysis and design system with DFD, ERD, normalization, database 

and design of input as well as output. The results shows that Kopsyah has double positions on baitul 

maal between secretary with accounting and cashier or teller with head of KUB, on baitul tamwil 

between the cashier or teller with acconting. Documents numbered with copies has been made, 

although there are some documents that do not have copies. Recording and storage of data are done 

with daily cash book, control card and Excel. The author proposes to separation positions by adding 

cashier or teller for baitul maal, one accounting and one finance manager. Replace membership book 

from manual to print engine. Eliminate the function of some documents in baitul maal, such as daily 

cash book, control card and letter of application to become member, add of documents and copies, 

such as receipt consists of two sheets, deposit slip, withdrawal slip, slip of disbursement financing and 

slip of installment financing consists of three sheets. Use computerized system and server as well as 

data storage with database. 

 

Keywords : Analysis, Design, Accounting Information System, Funding, Financing 

JEL Codes:   E42, M41 

 

INTRODUCTION 
 Financial institutions have an important role in a state. Financial institutions contribute in 

protecting financial stability and economic growth. In Indonesia, financial institutions are growing very 

rapidly. This development is caused by many factors, one of the factors is technology development. In 

general, financial institutions can be distinguished in two forms are bank financial institutions and non-

bank financial institutions. Financial institutions can also be distinguished based on its kind, they are 

conventional financial institutions and sharia financial institutions (Wiroso, 2009 : 17) 

 Sharia bankings grow very rapidly which is marked with the acceptance of sharia transactions 

principles internationally. It was started from the application of profit and loss sharing system residing 

in Pakistan and Malaysia around 1940s (Antonio, 2007 : 18). In Indonesia it began in 1991 with the 

founding of Muamalat bank. Before 1992, has been established a non-bank financial institutions which 

activities applied sharia. Until 1998, there had been one sharia bank and 78 Sharia Rural Bank (literally 
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means Sharia People’s Financing Bank) (Nurhayati, 2013 : 2-3). In running its operational activities, 

sharia banking is regulated by SFAS Number 59 concerning Sharia Banking Accounting. 

 Looking from the Indonesian population census data which was issued by Statistics Indonesia 

(known as BPS in Indonesia), in 2010, Indonesia had 237.641.326 people in total. With 87,18 % of 

237.641.326 Indonesian people are Muslims, 6,96 % Protestant, 2,91 % Catholic, 1,69 % Hindu, 0.72 

% Buddhist and 0.05 % Khonghucu. This makes Indonesia becomes a country with the largest Muslim 

population. 

This factor may affect the development of financial services and sharia-based economy. It has been 

reflected in the development of the sharia financial services industry in Indonesia in the last five years 

from 2010 to 2014 which shows in Figure 1 from the Financial Services Authority (known as OJK in 

Indonesia).  

 

 

 

 

 

 

 

 

 

 

 

 

 
Figure 1. The Development of Sharia Financial Service Industry In Indonesia Year 2010 To 2014 

Source: www.ojk.go.id 

 
 Sharia cooperative or the so-called Sharia Financial Services Cooperatives (known as Koperasi 

Jasa Keuangan Syariah in Indonesia) is one of the activities of non-bank sharia institutions. Baitul Maal 

Wat Tamwil (BMT) is called the Sharia Financial Services Cooperatives which is regulated by the 

Decree of State Ministry of Cooperatives and Small and Medium Enterprises Number 91, 2004 and 

Law Number 25, 1992. In addition, the operational activities of the BMT also regulated by SFAS 

Number 101 until 107. Basic concept operational in BMT implements profit sharing system which is in 

accordance with the contract that has been agreed and then it is used by the manager to pay salaries and 

BMT’s operational activities (Sholihin, 2010 : 175). 

 In running the business, institution or company requires a language that can communicate and 

explain the activities from corporate’s transactions. Williams, et.al (2011 : 4) points out accounting as a 

business language. Before the technology is growing rapidly, the accounting system applied is a manual 

accounting system. 

 The government and BMT parties should be attention and improve the performance and 

services that will give to consumers to be better. This manual accounting system is not effective if it is 

still used today, especially in the bigger institutions. The changing of system used from manual to 

computerization is one of alternatives that can implemented by BMT or other institutions. By 

implementing a computerized accounting information system, the preparation and report management 

is expected to be easier and more efficient. 

 Accounting information system is closely connected with the organization or company to 

achieve the expected objectives. In accounting information system, accountants’ company should be 

able to design and implement good accounting information systems to manage company’s finances. 

 This research aims to know the accounting information system of funding and financing at 

Kopsyah BMT Bakti Nurul Huda that has been running, to know the good stages of accounting 

information system evaluation, to analyze the effectiveness of accounting information system of 

funding and financing that are already running at Kopsyah BMT Bakti Nurul Huda, and to give 

alternatives of accounting information system of funding and financing which is effective to be applied 

at Kopsyah BMT Bakti Nurul Huda. 

http://www.ojk.go.id/
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LITERATURE REVIEW  
Definition of Accounting 

 A company needs a language that can communicate economic information. Williams, et.al 

(2011 : 4) called the accounting as a business language. Clarke (2012 : 3) describes the accounting as 

follow “accounting is the process of collecting, classifying, recording, reporting, analysing and 

interpreting financial data to meet the information requirements of the various interests, or users, 

concerned with the operation of a business both internally (within the business) and externally (outside 

of the business)”. 

 

Definition of Accounting Information System 

 Accounting information system can be distinguished based on the process, they are manual and 

computerized (Bodnar and Hopwood, 2004 : 1). According to Krismiaji (2001 : 4) accounting 

information system is a system that processes the data and transactions to produce useful information 

for planning, controlling and operating the business. 

 

Accounting Information System Development 

 Accounting information is needed by the company to evaluate its performance. The company 

requires a computerized accounting information system that effective and efficient. Therefore, need a 

system development from manual to become computerized 

 The definition of system development according to Bodnar and Hopwood (2006 : 437) is the 

process of modifying or replacing part or all of the information system. In developing the system, it is 

usually consists three steps, are planning and system analysis, system design and system 

implementation. 

 According to Bodnar and Hopwood (2006 : 437-438) system planning is the process of 

identifying subsystems that exist on information system which the development need special attentions 

and system analysis is the process of identifying the subsystems that will be developed. McLeod and 

Schell (2004 : 140) describes the system design is the determination process and data required by the 

new system. According to Bodnar and Hopwood (2006 : 23) implementation of the system is the 

process of implementing the procedures and methods that has been designed into operation.  

 

System Documentation Technique 

 In the system documentation technique explains how this system works. Documentation tool is 

also used extensively on the system development process. (Romney and Steinbart, 2012 : 69-70).  

a. Flowchart 

 Bodnar and Hopwood (2006 : 41) flowchart is a symbolic diagram showing the data flow and 

operation phases in a system. There are symbols that are used in the flowchart, are the basic 

symbols, specific of input or output symbols, special process symbols and additional symbols.   

b. Data Flow Diagram  

 Is a network that describes a system of automatic or computerized, manipulation or a combination 

of both, which graphically arranged in the form of collection of system component that 

interconnected in accordance with the rules (Sutabri, 2004: 163). 

c. Entity Relationship Diagram 

 ERD is “a graphical modeling tool to standardize ER modeling” (Sumathi and Esakkirajan, 2007 : 

32). 

d. Normalization 

 According to Kristanto (2004 : 24) the normalization process is the process of grouping elements 

data into a table that shows the entities and relationships. 

 
Baitul Maal Wat Tamwil (BMT) 

 Definition of BMT according to Ilmi (2002 : 65), baitul maal is a socio-religious-oriented 

financial institution which its main activities to accommodate and distribute society’s wealth in the 

form of zakat, infaq and sadaqah (ZIS) based on the established provisions on the Qur’an and the 

Sunnah of His Apsotle. 

 BMT had role, among others : (Huda and Heykal (2010 : 364) 

1. Alienate the society from non-Islamic economic practices. 
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2. Perform coaching and small business financing. 

3. Releasing dependence on moneylenders. 

4. Maintain society’s economic justice with equitable distribution. 

 BMT should have status and legal entity cleary and is recognized by the state. Since BMT has 

just established, it causes assortment of status and legal entities used by BMT in running the 

operations. Until now BMT is included into the Sharia Financial Services Cooperatives.  

 

Funding and Financing On BMT 

 In BMT there are activity on the collection and distribution of funds. However, these activities 

are based on the BMT with sharia principles one of which prohibits interest, because the interest is 

usury. 

 In the Minister of Cooperatives and Small and Medium Enterprises Number 

14/Per/M.KUKM/IX/2015 has activities to raise funds based on sharia principles, that are : 

a. Al-Wadi’ah Saving 

 Is an agreement between the owner of the goods (mudi’) and the recipient of consignment (wadi’) 

to maintain the assets or capital (ida’) from damage or loss and for the security of assets (Arifin, 

2006 : 26). 

b. Al-Mudharabah Saving 

 A saving where the deposite and the withdrawal withdrawal can be carried out in accordance with 

the agreements that has agreed in advance. (Nuryadin, 2004 : 124). 

  

Financing funds given by BMT can be called by credit financing. Financing products at BMT, 

among others : (Yunus, 2009 : 36-38) 

a. Mudharabah Financing 

 The working capital financing that is given by BMT to members, where its business management is 

fully assigned to its members as the debtor customer.  

b. Musyarakah Financing 

 It is financing some capitals out of all which is to be given to its members. BMT can be involved in 

the management process.  

c. Murabahah Financing 

 Financing is provided to members for the purchase of goods that will be used as working capital 

and given for a short period not more than six until nine months or more from than that.  

d. Bai’ Bitsaman Ajil Financing 

 This financing is almost the same as Murabahah financing, the difference is the payment’s pattern 

with installments in rather long time.  

e. Al-Qardhul Hasan Financing 

 Namely a soft financing given to members who is lack of the capital or in needed of capital which 

is urgent. 

                                                     

RESEARCH METHODOLOGY 
Object of The Research 

 In this research, as the object of this research is Koperasi Serba Usaha Syariah (Kopsyah) 

Baitul Maal Wat Tamwil (BMT) Bakti Nurul Huda. The object of the research that examined by author 

is a non-bank financial institution in the form of sharia-based cooperative. 

 

Data Analysis Method 

 The method use by author in this research is descriptive analysis. This is a method which 

examines the status of a group of people, objects, system of conditions, system of thoughts or class of 

events in the present (Nazir, 2005 : 54).  

 

Type and Source of Data 

 The type of data which use in this research is the qualitative data. Qualitative data is data in the 

form of ideas, perceptions, opinions and people’s beliefs which has been researched and it cannot be 
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measured with numbers (Basuki, 2006 : 78). Source of data use in this research are primary and 

secondary data. 

 Primary data is data obtained or collected directly in the field by people who do researches or 

who concern which require it (Hasan, 2002 : 82). The primary data use ar transaction documents, notes 

that is related for accounting activities and data from the results of the interviews to financial 

department or other departments related to financial 

 While secondary data is data obtained or collected by people who do research from sources that 

already exist (Hasan, 2002 : 82). The secondary data use are general overview the object, 

organizational structure, job descriptions, standard operating procedures (SOP), books and accounting 

records, such as journals, ledgers, financial statements, documents or forms use on the system for 

funding and financing. 

 

Data Collection Technique 

 The techniques use by author include : 

1. Field study, is an experiment activity on actual environmental conditions or naturally (Santoso, 2010 

: 17). To obtain the data directly from the company, author use the methods are observation, 

interview and documentation. 

2. Literature study, is a process in understanding, observing, analyzing and identifying the existing 

knowledge in literature to support the research (Hasan, 2002 : 45).  Obtains additional data and 

information that is being researched by the author from the books or other that should have been 

provided by Kopsyah BMT Bakti Nurul Huda related to the analysis and design accounting 

information system of funding and financing in Baitul Maal Wat Tamwil (BMT). 

 

Analysis Tool 

 In this study, the author uses a qualitative descriptive analysis. Analysis tool used in this 

research are system and design analysis. 

1. System analysis, is the process of decomposition from a complete information system into their 

component parts in order to identify and evaluate the problems, opportunities, barriers that occur 

and the needs is hoped that the repairs are being proposed later (Hartono, 2005 : 64).  

a. Examine The Systems That Has Been Implemented 

 At this step, the author uses document flowchart.  

b. Identify The Need of Information  

 The second step, the author uses the system flowchart. 

c. Identify The Need of System  

 The third step, the author uses data flow diagrams (DFD). 

d. Proposal System Analysis 

 The last step is making a proposal from a system analysis that has been done at Kopsyah BMT 

Bakti Nurul Huda.  

2. System design, is the determination process and the data required by the new system (McLeod and 

Schell, 2004 : 140).  

a. Evaluate Various Design 

 At this step, the author will choose various design in accordance with the objectives and 

funding as well as financing activities. 

b. Prepare Design Specifications 

 After selecting, prepare the specification of the system design. 

c. Submit The System Design Specifications 

The last step, the author defines the system design. In the overall design of the new system, the 

design tools use by the author using are Data Flow Diagrams (DFD), Entity Relationship 

Diagram (ERD), normalization database and design of input as well as output. 

 

RESULT AND DISCUSSION 

Company Profile 

 With the spirit of devotion to Allah SWT, Koperasi Serba Usaha Syariah (Kopsyah) 

Baitul Maal Wat Tamwil (BMT) Bakti Nurul Huda which established on October 15, 2009. At 

the beginning of 2011 Kopsyah BMT Bakti Nurul Huda was active in running the bussiness 
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and on the May 2011. In the beginning Kopsyah BMT Bakti Nurul Huda is a mosque 

cooperative with the name is Koperasi Mesjid Jami’ Nurul Huda. Koperasi Masjid Jami’ Nurul 

Huda is build in accordance with At-Tawba verse 18 with the hope to prosper the mosque and 

its members.  

 Then the Prosperity Mosque Council developed Koperasi Masjid Jami’ Nurul Huda 

became Koperasi Serba Usaha Syariah (Kopsyah) BMT Bakti Nurul Huda, which activities 

include the unit of Islamic financial services, the unit of baitul maal for social activities, the 

unit of baitul tamwil for rill sector activities. The background of the establishment of Kopsyah 

BMT Bakti Nurul Huda is expected to overcome the environmental problems that occur around 

Kopsyah BMT Bakti Nurul Huda. 

 

Making of Logic Model Proposed 

 

1. Context Diagram 

 

 
 

Figure 2. Context Diagram of Information System of Funding and Financing 

Source: Result of The Proposed Author 

 

2.  Zero Diagram 

 

 
Figure 3. Zero Diagram of Information System of Funding and Financing 

Source: Result of The Proposed Author 
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3.  Level Diagram 
This level diagram for funding and financing process. There are 5 in the funding process and 4 

in the financing process. Here are some of the processes in funding and financing 

 

a. Level Diagram 1 Process 1.0 In Funding Process 

 
 

Figure 4. Level Diagram 1 Process 1.0 

Source: Result of The Proposed Author 

 

b. Level Diagram 2 Process 2.0 In Financing Process 

 
Figure 5. Level Diagram 2 Process 2.0 

Source: Result of The Proposed Author 
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c.   Level Diagram 1 Process 1.2.0 In Registration Process 

The process of registration in Kopsyah is distinguished into two, are in baitul tamwil and baitul 

maal. The first figure is process in baitul tamwil and the second figure is process in baitul maal. 

 
Figure 6. Level Diagram 1 Process 1.2.1.0 

Source: Result of The Proposed Author 

 

 
Figure 7. Level Diagram 1 Process 1.2.2.0 

Source: Result of The Proposed Author 
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d.  Level Diagram 2 Process 2.1.0 In Process of Set Up 

 
 

Figure 8. Level Diagram 2 Process 2.1.0 

Source: Result of The Proposed Author 

 

e.  Level Diagram 2 Process 2.2.0 In Financing Process 

The process of financing in Kopsyah is distinguished into two, are in baitul tamwil and baitul maal. 

The first figure is process in baitul tamwil and the second figure is process in baitul maal. 

 

 
 

Figure 9. Level Diagram 2 Process 2.2.1.0 

Source: Result of The Proposed Author 
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Figure 10. Level Diagram 2 Process 2.2.2.0 

Source: Result of The Proposed Author 

 

f.  Level Diagram 2 Process 2.3.0 In Installment Financing Process 

In the process of installment financing also be divided into two are in baitul tamwil and baitul maal. 

This is the process in baitul tamwil. 

 
 

Figure 11. Level Diagram 2 Process 2.3.1.0 

Source: Result of The Proposed Author 
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4.  Making of Entity Relationship Diagram 

 
 

Figure 12. Entitiy Relationship Diagram of Funding 

Soure: Result of The Proposed Author 

 

 In Figure 4.17. shows the Entity Relationship Diagram (ERD) of funding. There are four 

relationships in the figure. The first relationship that describes the member entity which has savings 

relation with the product entity. The relationship is one-to-many. While the second relationship 

describes the member entity which has savings relation with account entity. The third relationship is the 

member entity which has withdrawal relation with account entity. The second and third relationship has 

relationship is one-to-one. Where each member can saving and withdrawal savings with use and update 

one account. As well as vice versa. The fourth relationship describes the member entity which has 

withdrawal relation with product entity. The relationship is one-to-many.  

 There are six relationships in the process of financing. The first relationship in financing 

procedure is the member entity has financing relation with the evidence entity. The second is the 

member entity has financing relation with guarantee entity. The third relationship is member entity has 

financing relation with product entity. The first, second and third relationship has relationship is one-

to-one. The fourth relationship is member entity has relation with installment entity. The fifth 

relationship describes member entity has financing relation with account entity and the sixth 

relationship is member entity has installment relation with account entity. The fourth, fifth and sixth 

relationship has relationship is one-to-many. 
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Figure 13. Entitiy Relationship Diagram of Financing 

Soure: Result of The Proposed Author 

 

5.    Normalization 

 In process of normalization consist the first, second and third normal form. Here is a figure of 

normalization proposed in the third normal form. 

a.  Third Normal Form (3nf) 

 

 
Figure 14. Third Normal Form of Funding and Financing 

Soure: Result of The Proposed Author 

 

 In the third normal form, the second normal form must have been fulfilled and should not 

transitive relationship or any non-key attributes must not be depend on the non-key attributes other. 

 

6.  Design of Database System Proposed 

There are nine the design of database system proposed. Here is one of the database design. 

a. Member Table  

 

 

Table 1. Member Database Design  
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No. Field Name Type Length Description 

1 Member_Id Integer 10 Member Id number 

2 First_Name Text 7 First name member 

3 Middle_Name Text 7 Middle name member 

4 Last Name Text 7 Last name member 

5 Gender Char 5 Gender of the member (male of female) 

6 Identity_Type Text 3 Identity type for registration requirement 

(identity card or driving license)  

7 Identity_Number Text 16 Identity number of identity card or driving 

license 

8 Place_Date_of 

_Birthday 

Date 14 Place, date of birthday 

9 Street Text 15 Street name, residential or complex of 

member 

10 RT Text 3 RT from address member 

11 RW Text 3 RW from address member 

12 City Text 10 City from address member 

13 Postal_Code Text 5 Postal code from address member 

14 Phone_Number Text 15 Phone number 

15 Status Text 5 Member status (married or single) 

16 Job Text 10 The work of member 

17 Entry_Date Date 14 Date of entry be member 

Soure: Result of The Proposed Author 

 

 

7. Design of Input System Proposed 

 There are eleven the design of input system proposed. Here are some form of the input 

design. 

1) Main Menu Form 1 

 
Figure 15. Main Menu Form 1 

Soure: Result of The Proposed Author 

 

 

 
2) Member Data Form 
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Figure 16. Member Data Form 

Source: Result of The Proposed Author 

 

8.   Design of Output System Proposed 

There are eleven the design of database system proposed. Here is one of the output design. 

a.  Member Data Report 

 
Figure 17. Member Data Report 

Source: Result of The Proposed Author 

 

CONCLUSION AND RECOMMENDATION 
 

Conclusion 

Based on the discussion about the analysis system of funding and financing in baitul maal and 

baitul tamwil at Kopsyah BMT Bakti Nurul Huda it can be summed up as follow : 

1. The accounting information system of funding and financing, which runs in Kopsyah had done by 

manual system and be distinguished into two are baitul maal and baitul tamwil. The funding 

procedures are member registration, savings and savings withdrawal. Whereas the financing 

procedures are financing and installment financing. To do the funding and financing procedures in 

the baitul maal is through head of KUB which serves as an intermediary between members and 

head of baitul maal. The head of KUB serves in assessing and approving the prospective members 

or members who will register and apply for financing. The head of KUB along with other members 

of KUB are responsible (responsibility jointly and severally) if the member violates its obligations. 

In addition, the head of KUB recording the transactions on daily cash book. Later, the head of 

baitul maal serves to recording the transactions that occur on daily cash book and control card, 

approve and save money in the meantime. The treasurer serves expend and receive money to and 

from head of baitul maal, and then the secretary makes the baitul maal’s reports. In baitul tamwil 

this procedures are performed by cashier or teller which serves to input data into Excel, archive 

documents or forms of the first sheet. The committee of financing assesses the amount of 
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guarantee, the manager of UJKS considers the value of guarantee with the value of financing 

proposed then approves it. The treasurer serves archive documents or forms of the second sheet as 

well as expend and receive money to and from the cashier or teller. 

2. The accounting information system of funding and financing that has  already been running at 

Kopsyah BMT Bakti Nurul Huda is considered to be good. There are double position. Although 

there are double position, Kopsyah’s performance still running well without fraud and mistake is 

done by employees. Double position occur in baitul maal are between the secretary section with 

accounting section and between cashier or teller section with the head of KUB. The financial 

statements are conducted by the secretary. In serving and recording data relate to members are 

conducted by the head of KUB which should be done by the cashier or teller. While in baitul 

tamwil, it is between the cashier or teller with accounting section. The cashier or teller performs the 

function in recording the transactions that have occurred, archieves documents and forms as well as 

prepares financial statements. In the division of functions between the parties involved are already 

running their respective functions, there is no double function. The recording and reporting 

accounting are performed by manually. With this manual condition, needs of information required 

for both the internal or external parties from Kopsyah have already been fulfilled. In baitul maal, 

head of KUB is using a daily cash book and head of baitul maal using a daily cash book as well as 

control card to record and store data. In baitul tamwil, cashier or teller is using Excel to input and 

store members’ data. The use of forms and documents in Kopsyah has been for a good use. The 

numbered documents with copies have already been sorted, though there are some documents that 

do not have copies yet. 

3. The author provides an alternative design of accounting information system of funding and 

financing activities in Kopsyah with flowcharts proposal, data flow diagram (DFD), entity 

relationship diagram (ERD), normalization, design of database, design of input for members, 

savings, withdrawals, set up products, evidencee, guarantee, financing and installment financing as 

well as the design of output to member data report, savings data report, withdrawal data report, 

evidencee data report, guarantee data report, financing data report, installment financing data report 

and financial statements consisting of balance sheet, income statment, cash flow statement, 

statment of economic promotion of member and notes of financial statements. In addition, for the 

design of input and output created with Qt Creator software. 

  

Recommendation 

Some suggestions that are proposed by the author in this research, are : 

1. Provides an alternative proposal in Kopsyah to add several employees to fill particular positions. In 

baitul maal, add the cashier or teller section that functions are serving members, input the 

members’ data and archive documents as well as forms. Besides, addition of positions are one 

accounting section and one finance manager. The accounting section has function to creates and 

print reports baitul maal and baitul tamwil. The finance manager has function to supervise, control 

and adjust the information from the treasurer with the reports made by the accounting section. 

2. Proposes to replace, add and eliminate the function of some documents. Replace the membership 

book that record are still manual, repaired with the record by machine print. So the chances of 

error, data loss and fraud could be minimized and can increase the Kopsyah’s performance. The 

addition of documents and the copies such as receipt that consists of two sheets, deposit slip, 

withdrawal slip, slip of disbursement financing and slip of installment financing that consists of 

three sheets. Other than that, eliminate the function of some documents are used for recording and 

storing of data that existed in baitul maal, such as daily cash book, control card and letter of 

application became a member. So the record and store of data is done by the computerized system. 

3. Expected for further research to be able to do the design for service payment, Badan Usaha Sektor 

Rill (Busril) and the selling of goods. 

4. Expected for the future it is hoped can be done from the system development using the C++ 

programming language, SQLite database language, Qt Creator software and use server nework. So 

Kopsyah BMT Bakti Nurul Huda can implement the system for operational activities. 
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ABSTRACT 

 
According to the company, tax is an expense that can reduce net income. It tends to be less profitable 

for the company, because the company's main purpose is to maximize profit. This condition causes 

purposes of the company as a taxpayer is contrary with the government's purpose which is to 

maximize revenues from taxes, so that the company becomes aggressive against tax. This research 

aims to examine the effect of Corporate Social Responsibility, Size, Capital Intensity and Debt to 

Equity Ratio on Tax Aggressiveness.   

The data used in this research are secondary data from the official website of Indonesia Stock 

Exchange and the official website of company. Population used manufacturing companies that listed 

in Indonesia Stock Exchanges period 2010-2014. The samples of this research used 39 were selected 

by purposive sampling method. This research use multiple regression as the method of analysis.  

The results showed that CSR, Size, Capital Intensity and DER simultaneously have significant effect 

on tax aggressiveness, CSR has significant positive effect on tax aggressiveness, Size has significant 

negative effect on tax aggressiveness, Capital Intensity has significant negative effect on tax 

aggressiveness and DER  has significant negative effect on tax aggressiveness.  

 

Keywords : Tax Aggressiveness, Corporate Social Responsibility, Size, Capital Intensity, Debt to 

 Equity Ratio. 

Jel Codes :    H26,   M14, L11,  D24,  H63 

 

INTRODUCTION 
  According to the company, tax is an expense that can reduce net income of business. Unlike the 

government,  tax is a source of state revenue that can be used to achieve common prosperity. Thus, it 

tends to be less profitable for the company because it does not appropriate with the company's main 

purpose is to maximize profit. This condition causes purposes of the company as a taxpayer is 

contrary with the government's purpose which is to maximize revenues from taxes, so that the 

company become aggressive in taxation. 

  Tax is a driving factor in many enterprise decisions (Lanis and Richardson, 2011). 

Managerial actions are specifically designed to minimize corporate taxes through tax aggressiveness 

become common views of the landscape companies worldwide.Hlaing (2012) defines thattax 

aggressiveness as a tax planning activities of all companies involved in the effort to reduce the 

effective tax rate. According to Frank, Lynch and Rego (2009), Tax Aggresiveness is an act of 

manipulating the taxable income of the company through an act of tax planning, using either a way 

that was classified legally (tax avoidance) or illegal (tax evasion). Although, not all the acts collide 

with the rules but more gaps are used by the company, then it is considered to be more aggressive 

against tax. 

Companies that do tax aggressiveness have adverse impact on society (Lanis and Richardson, 

2011). Tax aggressiveness by the company can change the paradigm of people towards the company's 

image to be bad. This is because companies that do tax aggressiveness are unlikely to have a social 

responsibility. Results of research conducted by Lanis and Richardson (2011) found that Corporate 
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Social Responsibility (CSR) negative effect on tax aggressiveness that is the higher of CSR activities 

disclosed, the level of tax aggressiveness is lower. It because expected if the company has a good 

CSR, it is more prudently in doing tax aggressiveness.Moreover, some researchfound the effect of 

company size ontax aggressiveness. According to Lanis and Richardson (2011) and Kurniati (2013) 

found that company size has significant effect ontax aggressiveness. The larger size of the company, 

makes the transaction is carried out will be more complex. Thus, it allows the company to take 

advantage of the gaps  for action taxaggressiveness of each transaction (Frank, Lynch and Rego, 

2009). 

 Capital intensity is one of the investment companies. Selection of investment in fixed assets 

related with taxation is the terms of depreciation. Companies that decide to invest fixed assets is 

permitted to calculate the depreciation of fixed assets as a deduction from taxable income.Thus, it can 

be a strategy for the company to take advantage of investment decisions, especially investment in 

fixed assets to bemore aggressively tax.Results ofresearch conducted by Lanis and Richardson (2011) 

found that capital intensityhas positive and significant effect ontax aggressiveness. Gupta and 

Newberry (1997) in Yoehana (2013) states that the funding policy can influence had or neither the 

tax avoidance committed by the company. The financing policy of the company which is illustrated 

by the level of debt used is a source of business funding. Debt to Equity Ratio (DER) describes the 

ratio between total debt and total equity. In relation with tax, if a company uses debt, there will be 

interest to be paid. On taxation rules, interest expense as a deduction of taxable income. So there are 

gaps for companies to be more aggressive in taxation. Result of research conducted by Supramono 

and Suyanto (2012) found that DER is positive and significant effect on tax aggressiveness. 

 This research is a modification research of Lanis and Richardson (2011), Kurniati (2013) and 

Yoehana (2013): first, add variables are size and capital intensity as independent variables because 

most of the previous research about csr and tax aggresiveness, make size and capital intensity as 

control variables. Second, add different variables is Debt to Equity Ratio as research Suyanto and 

Supramono (2012) and Ngadiman and Puspitasari (2014). The research uses the dependent variable is 

tax aggressiveness  proxied by Effective Tax Rate (ETR) and the independent variable are CSR 

proxied by Corporate Social Responsibility Disclosure (CSRD) based Global Reporting Initiative 

(GRI) G3.1 Index, Company Size, Capital Intensity and Debt to Equity Ratio and the object of 

research is manufacturing companies listed in Stock Exchange Indonesia period 2010-

2014.Therefore, in accordance to description of background above, the research problem of this 

research aredo corporate social responsibility, size, capital intensity and debt to equity ratio effecton 

tax aggressiveness; does corporate social responsibility effect on tax aggressiveness; does size effect 

on tax aggressiveness; does capital intensity effect on tax aggressiveness; does debt to equity ratio 

effect on tax aggressiveness. The objective for this research are to examine the effect of corporate 

social responsibility, size, capital intensity and debt to equity ratio on tax aggressiveness; to examine 

the effect of corporate social responsibility on tax aggressiveness; to examine the effect of size on tax 

aggressiveness; to examine the effect of capital intensity on tax aggressiveness; to examine the effect 

of debt to equity ratio on tax aggressiveness. 

 

LITERATURE REVIEW 
1.  Tax Aggressiveness 

 Hlaing (2012) define the tax aggresiveness as a tax planning activities of all companies 

involved in the effort to reduce the effective tax rate. The tax aggresiveness is a companies strategy 

that does not comply with society expectation (Lanis and Richarson, 2011). Hite and McGill (1992) 

in Ridha and Martani (2014) defines aggressive tax planning as a situation when the company has 

authority to conduct tax policy and there is a possibility that not audited or question from legal 

standpoint. In line with the definition according to Hite and McGill (1992), tax planning through 

reduction of taxable income called an act of aggressive tax, regardless how classified as tax evasion 

or not (Frank, Lynch and Rego, 2009). Chen et al (2010) stated that the company assumed has 

preferences so that management more aggressive in taxation.There are general transaction types of 

the tax aggresiveness namely transaction which effectively adds a tax deduction on interest, tax losses 

and research and development expense that used by companies to offset  revenue assessment, thus 
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reducing net income and tax payable (Lanis and Richardson, 2011).According Lanis and Richardson 

(2011) states that ETR is a proxy of the most widely used in measuring the level of tax aggresiveness 

in previous research such as research conducted by Mills et al., 1998; Philips, 2003; Rego, 2003. 

 

2.  Hypotesis Development 

 a.  The Effect of Corporate Social  Responsibility, Size, Capital  Intensity  and Debt to Equity 

Ratioon Tax Aggressiveness 

 Research conducted by Lanis and Richardson (2011) about Corporate Social Responsibility and 

Tax aggressiveness find results that Corporate Social Responsibility, company size, capital 

intensity have significant effect on tax aggressiveness and  Suyanto and Supramono (2012) 

conduct research about the effect of liquidity, leverage, independent commisioner and earning 

management on tax aggressiveness of companies, find results that Debt to Equity Ratio 

significant effect on companies tax aggresiveness.  Based on the previous research, the 

hypotesis development as follows : 

       H1 : There are effect of Corporate  Social Responsibility, Size,  Capital Intensity  and 

Debt to Equity Ratio on Tax  Aggressiveness 

b.  The Effect of Corporate Social  Responsibility on Tax  Aggressiveness 

 Community perceptions of a company that does the tax aggressiveness in terms of minimizing tax 

payments considered to have formed an activity which is not socially responsible and illegitimate 

(Lanis and Richardson, 2011). Research result of Lanis and Richardson (2011) found that CSR 

has significant negative effect on tax aggressiveness,  which mean the higher the levels of CSR of 

company, the lower the levels of tax aggressiveness by the company. However, the result is not in 

line with Fathia (2014) empirically prove that CSR has significant positive effect on tax 

aggressiveness. Based on the previous research, the hypotesis development as follows : 

H2 :  There is effect of Corporate  Social Responsibility on Tax  Aggressiveness 

c.  The Effect of Size on Tax  Aggressiveness 

 A larger company tend to be higher the levels of tax aggresiveness because they have sufficient 

resources to manipulate the political process in their favor by way of tax planning and adjust their 

activities to achieve tax savings are optimal (Siegfried, 1972 Lanis and Richardson, 2011). 

Research results of Lanis and Richardson (2011) empirically proved that size of the company 

showed a positive and significant effect on tax aggressiveness. However, the result are not in line 

with Suyanto and Supramono (2012), Kurniati (2013), Ngadiman and Puspitasari (2014) found 

that size of the company has significant negative effect on tax aggressiveness. Based on the 

previous research, the hypotesis development as follows : 

H3 :  There is effect of Size on Tax Aggressiveness 

d.  The Effect ofCapital Intensity on  Tax Aggressiveness 

 Capital intensity is one of the investment companies. Selection of investment in fixed assets 

related to taxation is in terms of depreciation.Capital Intensity will influence positively with tax 

aggressiveness of companies due to depreciation of assets can be used as a deduction from 

taxable income (Gupta and Newberry, 1997 in Yoehana, 2013).Research results of Lanis and 

Richardson (2011) found that capital intensity positive and significant effect on tax 

aggresiveness. However, the result is not in line with Jessica dan Toly (2014) found that capital 

intensity has significant negative effect on tax aggressiveness. Based on the previous research, 

the hypotesis development as follows : 

H4 :  There is  effect of Capital Intensity on Tax Aggressiveness 

e.  The Effect ofDebt to Equity Ratio on Tax Aggressiveness 

 If the company uses debt to the funding structure, then there will be interest to be paid. On 

taxation rules, Interest expense on debt is a component of a deductible expense, which can be a 

deduction from taxable income. So that it can provide a loophole for companies to be more 

aggressive in taxation. Research result of  Suyanto and Supramono (2012) found that Debt to 

Equity Ratio positive  and significant effect on tax aggresiveness.  Based on the previous 

research, the hypotesis development as follows : 

H5 :  There is effect of Debt to Equity Ratio on Tax Aggressiveness 
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RESEARCH METHODOLOGY 
1.   Population and Sample 

 The population in this research are manufacturing companies listed in Indonesia Stock 

Exchange (IDX). The sampling using purposive sampling method. The criteria for determining the 

sample in this research are as follows : (1) The company listed on the Indonesia Stock Exchange 

published completely annual report or sustainability report and financial report for period 2010-2014; 

(2) Accounting period ending on December 31; (3) Having a financial report in the currency of 

rupiah; (4) Not sustained losses during the years of research because it can cause distortion 

(Zimmerman, 1983 in Lanis and Richardson, 2011); (5) No value ETR> 1, it can cause problems 

estimation model (Stickney and McGee, 1982 in Lanis and Richardson, 2011). Based on the 

criteria,obtained  sample of 39 companies for the research period 2010-2014 which resulted in 195 

observations. 

 

2.  Research Variable and Operational Definition 

Dependent Variable 

 The dependent variable used in this research is tax aggressiveness.As for the proxy of tax 

aggressiveness is Effective Tax Rates (ETR)(see, for example, Slemrod, 2004; Dyreng et al., 2008; 

Robinson et al., 2010; Armstrong et al. in Lanis and Richardson, 2011). Effective Tax Rates (ETR) 

describes the percentage of total income tax paid by the company to the total income before taxes 

(Lanis and Richardson, 2011). The lower ETR,  shows that the higher tax aggresiveness (Lanis and 

Richardson, 2011). 

ETR =  

 

Independent Variable 

a.   Corporate Social Responsibility 

 Independent variables uses in this research is Corporate Social Responsibility has been 

implemented by the company which then proxied by Corporate Social Responsibility Disclosure. 

This research uses the Global Reporting Initiative (GRI) version 3.1 in determining the level of the 

company's CSR disclosure. CSR disclosure level was measured using a scoring method by giving a 

weight of 1 to each indicator disclosed company and 0 if the company did not disclose, and then 

compared with a total of 84 indicators in line with the GRI version 3.1. 

 

CSRD =  

b.  Size 

 Size is the level of big or small of a company. In this research, company size measured by the 

natural logarithm of the total value of assets of the company (Lanis and Richardson, 2011).  

 

SIZE = Ln (Total Asset) 

 

c.   Capital Intensity 

 Capital intensity is the ratio between fixed assets such as plant, property and equipment to 

total assets of the company. Selection of an investment in the form of capital or tax-related assets is 

in terms of depreciation expense. Depreciation expense can be used as a tax deduction. Companies 

will tend to accelerate the useful life of the fixed assets, thus depreciation expense taken as a tax 

credit become higher, which cause the taxable income of companies is reduced, then will reduce the 

amount of tax to be paid bythe lower ETR or companies become aggressive against tax. 

 

CAPINT =  

d.   Debt to Equity Ratio 

 Debt to Equity Ratio is the ratio of total debt to total equity of the company used as a source 

of business funding. The higher of DER shows that companies tend to use debt than equity wherein 



Proceeding UG Economic Faculty-International Conference                   

Gunadarma University – Campus L2, July 25th-26 th  2017              ISBN: 978-602-9438-80-2 

 

Mutia, Nur’ainy 141 
  

 

by using the debt will bring up interest expense. So, the greater the debt, the taxable income will be 

smaller, then will reduce the amount of tax to be paid by the lower ETR or companies become 

aggressive against tax. 

DER =  

3.    Analysis Method 

 This research using multiple linear regression analysis with SPSS version 21. The regression 

model of this research are as follows: 

 

TAG = α + β1 CSR + β2 SIZE +β3CAPINT + β4 DER + ɛ 
 

RESULTS AND DISCUSSIONS 

1.  Classical Assumption Test 

 The classical assumption test was conducted in this research are  normality test, 

multicollinearity test, heteroscedasticity test, and autocorrelation test. After testing it, this research 

has been qualified test the classical assumption consists of normality test, multicollinearity test, 

heteroscedasticity test, and autocorrelation test. The classic assumption test results are shown in 

Table 2. 

Table 2. Classic Assumption Test Results 

Parameters 

Tested 

Normality  

Test 

Multicollinearity 

Test 

Heteroscedasticity  

Test 
Autocorre. Test 

Z ρ Tole. VIF 
Graph of  

Scatter Plot 
DW 

Unstandard

. Residual 
1.323 0,060  

 

1.726 

CSR 

 

0.792 1.263 

SIZE 0.827 1.209 

CAPINT 0.951 1.051 

DER 0.976 1.024 

Source: Secondary data processed (2015) 
 

2.    Hypothesis Test  

 This research uses multiple linear regression analysis is to examine the effect of corporate 

social responsibility, size, capital intensity and debt to equity ratio on tax aggressiveness. The 

following hypotesis test results that can be shown in Table 3. 

 

Table 3. Hypothesis Test Results 

Partial Test  

(t-test) 
B  Sig. Result 

CSR 

Size 

Capital Intensity 

Debt to Equity Ratio 

-0.040 

0.002 

0.124 

0.022 

 0.041 

0.007 

0.000 

0.003 

H2 accepted 

H3 accepted 

H4 accepted 

H5 accepted 

Simultaneous Test  (F-test) 

F Value 

Sig. 

14,237 

0,000 
H1 accepted 

Coefficient of   Determination (R²) 

R Square  

Adjusted R Square 

0.231 

0.214 

 

Dependent Variable :  

Tax Aggressiveness (ETR) 

 

Source: Secondary data processed (2015) 
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Based on the table 3 above, formulas that are formed are: 

TAG = 0,166 – 0,040 CSR + 0,002 SIZE  + 0,124 CAPINT + 0,022 DER 

 While, F test results showed that F value is 14.237 with a significant probability is 0.000 or 

less than 0.005. This means that Corporate Social Responsibility, Size, Capital Intensity and Debt to 

Equity Ratiosimultaneously have significant effect on tax aggressiveness. Furthermore, the test 

results of the coefficient of determination in Table 3, the value of R
2
is 0.231 or 23,1% and the 

adjusted R
2
in regression models were obtained for 0.214 or 21,4%. This suggests that the ability of 

independent variables are Corporate Social Responsibility, Size, Capital Intensity and Debt To Equity 

Ratio in explaining the dependent variable is Tax Aggresiveness can be explained by a model of this 

equation by 21.4% while the remaining 78.6%  is affected by other factors not involved in the 

regression model. 

 

4.   Discussions 

a.   The Effect of Corporate Social Responsibility, Size, Capital Intensity and Debt to  Equity 

Ratio on Tax Aggressiveness 

 The first hypothesis in this research is there are effect of Corporate Social Responsibility, 

size, capital intensity and debt to equity ratio on tax aggressiveness. Based on the hypothesis testing 

that has been done, the results obtained F value is 14.237 with probability value is 0.000 which is less 

than 0.05. The results of this research mean that Corporate Social Responsibility,  size, capital 

intensity and Debt to Equity Ratio simultaneously have significant effect on tax aggressiveness. This 

indicates that H1 is accepted.  

 The results are support previous research conducted by Lanis and Richardson (2011) which  

found that Corporate Social Responsibility, size, capital intensity have significant effect on tax 

aggressiveness. Furthermore, it research also in line with research conducted by Suyanto and 

Supramono (2012) which  found that Debt to Equity Ratio has significant effect on companies tax 

aggresiveness.  

 Based on the results, it can be known that, First, CSR can be a legal opportunity for 

companies to get tax savings or act tax aggressiveness. This can provide benefits to management and 

investors either directly or indirectly, the management can obtain higher compensation for 

outstanding performance resulted that the lower tax payment and the investors gain a greater share of 

the profits.Second, Large-scale companies can be a particular concern for tax authorities in effort to 

maximize tax revenue.  This supports Zimmerman (1983) in Lestari (2010), states that the larger the 

size of companies led to become greater regulation victims of government. So that, large companies 

can not use its power to act tax aggressiveness because the spotlight from policymakers. 

 Third, tax aggressiveness action by the company in an effort to take out the gaps that exist 

can be done by utilizing the selection of investment policy in capital intensity and funding policy in 

the debt which can be measured by Debt to Equity Ratio. Because capital intensity will bring up 

depreciation expense which is deductible expense that is the cost allowed as a deduction from gross 

income. While, debt will bring up interest expense is also deductible expense in accordance with Act 

No. 36 of 2008 Article 6 paragraph (1). Thus, both depreciation expense and interest would cause the 

taxable income of companies will be lower or higher, Then the company can take that gaps in legal 

context to become more aggressive in paying taxes. 

 It is expected the government to provide the legal certainty related to the tax aggresiveness, 

because Law Number 32 of 2008 concerning Income Tax Act that apply currently not provide a clear 

definition of tax aggressiveness. The boundary between tax aggressiveness with tax planning is often 

unclear. Discussion regarding the extent of the limit is allowed to distinguish the practice of 

acceptable tax planning with tax evasion is not acceptable is the subject of prolonged debate and 

often resolved through process up to the supreme court level (Pajak.go.id, 2014). Thus, from the 

standpoint of the taxpayer, would be argue that along tax aggressiveness scheme they do not 

prohibited by the legislation of taxation is certainly legitimate. But on the other hand, the government 

also has an interest on behalf of the public not to let a tax provisions abused by company taxpayer 

which  can be detrimental to the state revenue. This is supported by the fact that found in the last five 
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years, tax revenues are always under the state budget target. Such conditions can be illustrated in the 

figure 1 below. 

 
Figure 1. Target and Realization of Tax Revenue 

Source : Financial Notes processed, 2015 

 

 In 2010, the realization of tax revenue was achieved by 97.3% of the target set;  In 2011, it 

increased by 2.2% which became 99.5% of the target set; but in 2012, it decreased by 3% which 

became 96.5% of the target set; In 2013, it again has decreased by 1.9% which became 94.6% of the 

set target and in 2014, it back again has decreased by 2.6%, which became  92% of the target set and 

this value of the realization of tax revenues is the lowest point during the last five years. 

 According to the Director General of Taxation Fuad Rahmany, tax receipts always follow 

economic growth. The year 2011 is the highest tax revenues in the last five years because economic 

growth in 2011 was 6.5 percent (bisniskeuangan.kompas.com,2014). While economic growth in 2014 

is 5.02 percent, it is not surprising if according to Economic Policy Research Society Initiative, Wiko 

Saputra, tax revenues in 2014 was the lowest achievement over the past 25 years.According to Wiko, 

low achievement of tax revenue due to the inability of the tax authorities pursue tax system acute. In 

the future, if there is no fundamental change in the taxation system and thoroughly in a short time, 

then the government of President Joko Widodo will be difficult to achieve the target of tax 

(economy.okezone.com,2015). 

 Meanwhile, according to Finance Minister Bambang Brodjonegoro, this condition occurs 

because of infrastructure problems which is hampered IT requirements. To optimize the tax requires 

IT infrastructure is greater and sharper in reaching taxpayer and Plus, the lack of human resources in 

the field of taxation, the ratio of tax officials on taxpayers is big namely 1: 7,000 which means an 

account representative that the tax officials forefront must pay attention to 7,000 taxpayers. In Japan, 

the half population of Indonesia, the number of tax officials doubled compared in Indonesia. This 

makes the tax revenue in Japan to be more optimal (nasional.sindonews.com,2014).As is known, the 

biggest contribution to Indonesia state revenue is the tax than non-tax receipts and grants.  

 

Table 4. Tax Contributions in Billion Rupiah 

SOURCE OF 

REVENUE 
2010 2011 2012 2013 2014 

A.   STATE 

REVENUE 
     

 I.  DOMESTIC          

REVENUE 
     

1. Tax Receipts 743.325,9 878.685,2 1.016.237,3 1.139.348,3 1.246.107 

 2. Non-Tax Receipts 239.923,6 286.567,3 341.142,6 344.493,5 386.946,4 

II.  GRANT 

RECEIPT 
1.658 4.662,1 825,1 4.483,6 2.325,1 

Source : Financial Notes processed, 2015 



                 Proceeding UG Economic Faculty-International Conference  

ISBN: 978-602-9438-80-2            Gunadarma University – Campus L2, July 25th-26 th  2017 

 

144 Mutia, Nur’ainy 
 

 

  

 This can be explained in the table 4Tax Contributions, which shows that during the five-year 

average tax contribution is 75.6%, non-tax receipts is 24.2% and grant is 0.2%. Thus, it can be 

concluded that the tax has an important role for the economy of Indonesia or taxes become “the 

backbone” as source of Indonesia state revenue. Therefore, the government should enhance tax 

regulations in order to provide the legal certainty either for the taxpayer company or the government 

regarding tax aggresiveness such as Specific Anti Avoidance Rule (SAAR) must be clearly and detail 

including sanctions, Improving the tax administration to increase tax compliance and Broaden the tax 

base by The National Tax Census is planned, directed, and scalable. In reality, the government 

optimistic The Act of Tax Amnesty completed in 2016, but reportedly The House of Representatives 

has postpone discussion of the draft act(CNNIndonesia.com,2016). 

 

b.  The Effect of Corporate Social Responsibility on Tax Aggressiveness  

 The second hypothesis in this research isthere is effect of Corporate Social Responsibility on 

tax aggressiveness. Based on the hypothesis testing that has been done, the results obtained p-value is 

0.041 which is less than 0.05 and negative coefficient value is -0.040. The results of this research 

mean that Corporate Social Responsibility positive and significant effect on tax aggressiveness. This 

indicates that H2is accepted. The coefficient is negative, it can be stated that if  Corporate Social 

Responsibility has increased then tax aggressiveness has increased. 

 The result is equal with previous research conducted by Fathia (2014) found that that CSR 

significant positive effect on tax aggressiveness because if the company chooses to conduct activities 

of CSR, the company tends to do thehigh tax aggressiveness. However, the result are not equal with 

Lanis and Richardson (2011) and Yoehana (2013) found that CSR significant negative effect on tax 

aggressiveness. Furthermore, the research of Kurniati (2013), Jessica and Toly (2014) and Winarsih, 

Prasetyono and Kusufi (2014) which found that CSR has not effect on tax aggressiveness. 

 Corporate Social Responsibility is company's commitment in responsible for social and 

environmental impacts of its operations in order to improve the quality of life of company and 

community.Corporate Social Responsibility (CSR) is closely related to sustainable development, 

where a company in carrying out their activities are not only focused on the economic aspects (profit) 

but also for the planet and people.In Indonesia, CSR can be a deduction from the amount of tax paid 

by the company. Because there are some items in the CSR are category deductible expense in Act No. 

36 Year 2008Article 6, paragraph 1 includes Donation in the framework of the national disaster 

management, the research and development,the social infrastructure development, the educational 

facilities,   the sportsdevelopment, which the all of them are stipulated by Government Regulation. 

 Government Regulation No. 93 year 2010 was a government regulation that complements 

Act No. 36 of 2008 which regulates CSR as a tax deduction. In Government Regulation No. 93 year 

2010is mentioned in Article 3 that the amount of donation costs are deductible from gross income 

limited to not exceed 5% of the net income in the fiscal year before tax. Thus, it becomes a kind of 

incentive for companies to implement CSR, so that the company can exploit this vulnerability to be 

more aggressive against tax. 

 This research found that CSR affects that can increased the tax aggressiveness on 

manufacturing companies listed in Indonesia Stock Exchange 2010-2014. This result is similiarto the 

reality CSR in Indonesia. Probably due, First, In IndonesiaCSR can be a deduction from the amount 

of tax paid by the company. Because there are some items in the CSR are category deductible 

expense in Act No. 36 Year 2008Article 6, paragraph 1 includes Donation in the framework of the 

national disaster management, the research and development,the social infrastructure development, 

the educational facilities,   the sportsdevelopment, which the all of them are stipulated by 

Government Regulation. 

 Government Regulation No. 93 year 2010 was a government regulation that complements 

Act No. 36 of 2008 which regulates CSR as a tax deduction. In Government Regulation No. 93 year 

2010is mentioned in Article 3 that the amount of donation costs are deductible from gross income 

limited to not exceed 5% of the net income in the fiscal year before tax. Thus, it becomes a kind of 
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incentive for companies to implement CSR, so that the company can exploit this vulnerability to be 

more aggressive against tax. 

 Second, there are regulations that regulates CSR in Indonesia including Act No. 40 Year 

2007 of Limited Liability Companies Article 74 : The company is conducting its business activities in 

the field and or related to the natural resources required to implement the Social and Environmental 

Responsibility. In addition, according to Law No. 25 of 2007 of Investment Article 15 : Each investor 

is obliged to carry out corporate social responsibility.With the existence of legal rules regarding the 

CSR, it can be seen that the implementation of CSR in Indonesia is mandatory so that if the company 

does not implement CSR, the company will be subject to administrative sanctions as stipulated in 

Law No. 25 of 2007 article 34 that are written warnings, restrictions on business activities, 

suspension of business activity or investment facilities and revocation of business activity or 

investment facility. Obviously, this condition tends to be detrimental to the company because it will 

potentially have the costs of criminal case until threatened with dismissal capital from investors and 

possible liquidation. Therefore, companies implement CSR and CSR disclosed in the annual report.  

 According to Avi-Yonah (2008), the company has disclosed CSR in the annual report, the 

company still practice tax avoidance. This is supported by proper assessment based on the cases in 

Companies which has been stated that the company implement CSR activities, there are many who 

lodged a criminal issue of taxation in  aggressive tax avoidance. Such is the case of PT. Asian Agri is 

providing scholarships through the Tanoto Foundation, turns to practice aggressive tax avoidance 

through transfer pricing, PT Kaltim Prima Coal subsidiary of PT Bumi Resources Tbk which 

supports the empowerment of farmers around the company, it also practice transfer pricing through a 

paper company its in Hongkong (Rusydi dan Siregar, 2014). 

 Furthermore, the resultnot support the stakeholder theory reveals that the company is not only 

the entity that operates in its own interests but must provide benefits to stakeholders (society, 

creditors, customers, suppliers, government and other parties).And also not support the legitimacy 

theory. Legitimacy theory has been used in accounting studies to develop a corporate social 

responsibility disclosure (Naser et al, 2006). That designed to suppress how management companies 

react to the expectations of society (Tilt, 1994 in Hadi 2011) is a company constantly trying to 

convince them that companies conduct activities in accordance with the limits and norms societal or 

trying to legitimize its actions in order to be accepted in society. 

 

c.  The Effect of Size on Tax Aggressiveness  

 The third hypothesis in this research isthere is effect of size on tax aggressiveness. Based on 

the hypothesis testing that has been done, the results obtained p-value is 0.007 whichis less than 0.05 

and positive coefficient value is 0.002. The results of this research mean that sizenegative and 

significant effect on tax aggressiveness. This indicates that H3 is accepted. The coefficient is positive, 

it can be stated that if size has increased then tax aggressiveness has decreased. 

 The results are consistent with research conducted by Suyanto and Supramono (2012),  

Kurniati (2013), Ngadiman and Puspitasari (2014) which found that size has significant negative 

effect on tax aggressiveness. However, the result are not consistent with Lanis and Richardson (2011) 

which  found that size of the company showed a positive and significant effect on tax aggressiveness 

due to a larger company tend to be able to use its resources to create a good tax planning and carrying 

out its activities in such a way in order to optimize tax savings (Siegfried, 1972 Lanis and 

Richardson, 2011).Furthermore, the research of Fathia (2013), Jessica and Toly (2014) found that 

size has not significant effect on tax aggressiveness.  

 Size is a scale that determines company size as big or small, which one can be measured by 

total assets. This research found that the larger size affects that can decreased the tax aggressiveness 

on manufacturing companies listed in Indonesia Stock Exchange 2010-2014.This is probably due to, 

the larger the size of companies can be the center of government attention especially at companies 

large enough to contribute to the country's economy. The sample in this research is a manufacturing 

company which is a capital-intensive, technology-intensive and labor-intensive which tend to absorb 

the labor force in high quantities. This is supported by the data from Badan Pusat Statistik (2014), 

which revealed that there are five industrial sectors were the largest contributor to economic growth 
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including the first, manufacturing sector which contributed 21.02 percent with a growth of 4.63 

percent. Followed by trade sector by 13.38 percent, the agricultural sector amounted to 13.38 percent, 

the construction sector amounted to 9.88 percent and the last, the mining sector amounted to 9.82 

percent (Liputan6.com, 2015). 

 As the object of attention from government that major,  company profits also received 

attention from the government. Thus, attract the attention of the tax authorities to levy taxes in 

accordance with the applicable rules. These results support that the level of the high visibility of large 

enterprises and successful cause them to become victims of the regulations and the transfer of wealth, 

because the tax is one element of the political costs born by the company, so that large companies 

tend not to aggressiveness taxes (Zimmerman and Watts, 1983 in Lestari, 2010). 

 

d.   The Effect of Capital Intensity on Tax Aggressiveness 

 The fourth hypothesis in this research isthere is effect of capital intensity on tax 

aggressiveness. Based on the hypothesis testing that has been done, the results obtained p-value is 

0.000 which is less than 0.05 and positive coefficient value is 0.124. The results of this research mean 

that capital intensitynegative and significant effect on tax aggressiveness. This indicates that H4 is 

accepted. The coefficient is positive, it can be stated that if capital intensity has increased then tax 

aggressiveness has decreased.  

 The result isin line with research conducted byJessica dan Toly (2014)which found that 

capital intensity has significant negative effect on tax aggressiveness. However, the result is not in 

line with Lanis and Richardson (2011) which  found that capital intensity positive and significant 

effect on tax aggressiveness.Furthermore, the research of Kurniati (2013) and Fathia (2014) found 

that capital intensity has not significant effect on tax aggressiveness.  

 Capital intensity describe how much a company's assets is invested in fixed assets (Lanis and 

Richardson, 2011). The fixed assets can support operations of companies such as property, plant and 

equipment where its use is more than one period.This research found that capital intensity affects that 

can decreased the tax aggressiveness on manufacturing companies listed in Indonesia Stock 

Exchange 2010-2014. In theory, the company that use the investment policy in capital intensity tends 

to perform acts of tax aggressiveness. The high capital intensity, will bring the high depreciation 

expense as well. 

 Depreciation expense is a component of the deductible expense namely the cost allowed as a 

deduction from gross income, as stipulated in TheAct No. 36 of 2008 Article 6 paragraph (1) which 

states that the amount of taxable income for taxpayers in the country and Establishments fixed, 

determined based on gross income less costs for obtaining, collecting and maintaining income 

including : depreciation on expenditures to acquire tangible assets and amortization of expenditures 

to acquire rights and on other costs with a useful life of more than one year. 

 The regulation allows companies to depreciate their fixed assets with a useful life that is 

shorter than its economic life, so it will produce greater depreciation costs. With greater depreciation 

costs will cause the company's taxable income will be lower, which in turn will reduce the amount of 

taxes to be paid by the company. Thus, companies become aggressive against tax.  

 But the result is different from the effect of capital intensity on tax aggressiveness 

theoretically. Probably due, the depreciation methods on most of the sample companies using the 

straight line method. In fiscal accounting, the method of depreciation allowed under tax regulations 

only straight line and declining balance. If that becomes the basis of comparison in the selection 

method of depreciation is the commercial factor, then either the straight-line method and the 

declining balance would be different if judged by the future value, the declining balance will save 

more income tax payable (Muljono, 2009). Thus, the sample companies do not become aggressive 

against tax. 

 

e.  The Effect of Debt to Equity Ratio on Tax Aggressiveness 

 The fifth hypothesis in this research isthere is effect of Debt to Equity Ratio on tax 

aggressiveness. Based on the hypothesis testing that has been done, the results obtained p-value is 

0.003 which is less than 0.05 and positive coefficient value is 0.022. The results of this research mean 
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that DERnegative and significant effect on tax aggressiveness. This indicates that H5 is accepted. The 

coefficient is positive, it can be stated that if DER has increased then tax aggressiveness has 

decreased. 

 The result is not consistent with research conducted by Suyanto and Supramono (2012) found 

that DER positive and significant effect on tax aggresiveness. Furthermore, the research of Ngadiman 

dan Puspita (2014)found that DER has not significant effect on tax aggressiveness. 

 Debt to Equity Ratio is the ratio used to measure the use level of total debt to total capital 

that owned by the company. This research found that Debt to Equity Ratio affects that can decreased 

the tax aggressiveness on manufacturing companies listed in Indonesia Stock Exchange 2010-2014. 

In theory, the company that use the funding policy in debt tends to perform acts of tax aggressiveness. 

This is because the funding through debt, the company must spend interest expense for creditors, 

whereas if financing with share issue, the company must pay dividends to shareholders. In Indonesia, 

according to The Act Number 36 of 2008 Article 6 paragraph (1) letter a number 1: The interest 

expense is a component of the deductible expense namely the cost allowed as a deduction from gross 

income. 

 The company that has a high tax expense can make tax savings by increasing the company's 

debt. By increasing the debt, also will get the high tax incentives. Therefore, it can be said that the 

company is aggressive against tax. But the result is different from the effect of Debt to Equity Ratio 

on tax aggressiveness theoretically. Probably due, the company that have the high Effective Tax Rate 

would prefer the use of financing through the issuance of debt or thin capitalitation (Gupta and 

Newberry, 1997). Effective Tax Rate (ETR) summarizes the activities of tax aggressiveness (Lanis 

and Richardson, 2011). Thus, although the company has the high DER, the company does not 

become aggressive against tax. 

 However, control of the use of debt should be aware for companies. Whereby if the company 

adds the target debt ratio will indeed benefit in tax reduction because there is interest payment on the 

debt or interest tax shield. Thus, will reduce the company's obligation to pay taxes and the effect is 

the increased the value of cash flow after taxes. With the increase the value of cash flow, the 

company will strive to maintain cash flow so that the company will use a lot of debt. Furthermore, 

with the increasing debt, the company has a risk of bankruptcy that can lead to a higher bankruptcy 

cost. The company will face risks are not able to pay off the interest and principal of a large debt. 

Because of the possibility of financial distress caused by the high DER, the company will has two 

types of bankruptcy cost namely direct and indirect costs.  

 Type bankruptcy of direct costs are administrative costs of the bankruptcy proceedings, for 

example costs incurred in the sale of the company's assets as collateral for the debt. While the type of 

bankruptcy of indirect costs are costs incurred due to a change in the investment decisions that lead to 

financial distress. In case of financial distress, the greater the chance of company suffered collapse. 

Bankruptcy of the company will give a domino effect to economic growth because it will increase 

unemployment and stock price declines, especially if the bankruptcy of the company occur on a large 

scale companies which contributes a large enough tax to the state. 

 Observing the negative impact of excessive debt in the capital structure of companies 

indicated that there are tax aggressiveness and tends to affect the economic stability of country. The 

regulation issued by goverment regarding the interest limitation rules of DER is needed. The presence 

of  Minister of Finance Regulation of the Republic of Indonesia Number 169 / PMK.010 / 2015 are 

expected to be able to cope the tax aggressiveness actions undertaken by the company which has not 

existed for 30 years to regulation of DER. 

 PMK-169/2015 states that the ratio between debt and capital companies for the purposes of 

calculating income tax set at a maximum of four to one (4: 1) or 80% of debt and 20% of equity. The 

regulation is authorizes the tax authorities to reclassify the debt and to did not permit the amount of 

taxable income reducing over the amount of debt that is considered excessive. This is consistent with 

arguments of the Minister of Finance, Bambang Brodjonegoro stated that if the company has a debt 

of over 80% of capital, the excess may not be counted as a tax deduction. 

 It concluded that the existence of DER rules namely PMK-169/2015 is required. This is 

supported Darussalam and Kristiaji (2015) which states that the first, provision of interest limitation 
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rules such as the comparison of debt to equity is PMK-169 / 2015, basically very appropriate to be 

applied in developing countries, particularly since it is easier in its administration. Second, if 

compared with the average in other countries such as China, Croatia, Belgium and Italy, namely 3: 1, 

it looks like PMK-169/2015 provides leeway which provide space for the taxpayer to have larger 

loans in the structure of their capital, where the government wants to have a provision that does not 

hamper business expansion, as was once the reasons for suspension KMK-1002 / KMK.04 / 1984 on 

the determination of the ratio between debt and equity capital for income tax purposes. Thus, with the 

enactment of PMK-169/2015 is expected to be a control tool for companies that tend to favor 

financing policy through debt which indirectly also to maintain the country's 

 

CONCLUSION AND RECOMMENDATION 
1.  Conclusion  

Based on the analysis and discussion that has been done in previous chapters, it could be 

concluded as follows: 

a. Corporate Social Responsibility, Size, Capital Intensity and Debt to Equity Ratio 

simultaneously have significant effect on tax aggresiveness on manufacturing companies 

listed in Indonesia Stock Exchange 2010-2014. 

b. Corporate Social Responsibility has positive and significant effect on tax 

aggressivenessof manufacturing companies listed in Indonesia Stock Exchange 2010-

2014. 

c. Size has negative and significant effect on tax aggressiveness of manufacturing 

companies listed in Indonesia Stock Exchange 2010-2014. 

d. Capital Intensity has negative and significant effect on tax aggressiveness of 

manufacturing companies listed in Indonesia Stock Exchange 2010-2014. 

e. Debt to Equity Ratio has negative and significant effect on tax aggressiveness of 

manufacturing companies listed in Indonesia Stock Exchange 2010-2014. 

 

2.  Implication 

In this research found that Corporate Social Responsibility has positive and significant effect 

on tax aggressiveness in Indonesia, that mean the higher of CSR, the lower of ETR reflects that tax 

aggressiveness is potentially high. Therefore, the phenomenon should be addressed by companies 

with more motivated in implementing CSR, because companies get a legal opportunity in tax savings. 

Thus, to provide benefits to management and investors either directly or indirectly is that 

management can obtain higher compensation for its performance resulting in lower corporate tax 

burdens and investors get a greater share of the profits.However, besides that investors must be 

careful in investing in the company because companies are aggressive on taxation, tend to also be 

aggressive on financial reporting.  

This is supported by research results from Frank et al. (2009) found that there was a 

significant positive effect of aggressive tax action on corporate commercial financial reporting. Thus, 

this condition also has implications for the possibility of declining stock prices. The decline in stock 

prices is as a result of the assumption from the shareholders that aggressive tax action committed by 

managers is the act of rent extraction. Rent extraction is the actions of managers who do not 

maximize the interests of the owner, this action can be the preparation of aggressive financial 

statements, taking resources or assets for the benefit of private companies, or conduct transactions 

with privileged parties (Chen, Chen, Cheng & Shelvin, 2010) which can be detrimental to 

shareholders (Desai and Dharmapala, 2006). While, for the government specially Director General of 

Taxation should be able to evaluate the effectiveness of existing taxation laws in order to give the 

clear legal certainty and strict sanctions. So, able to increase revenues derived from taxes more 

optimal. 
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3.    Research Limitation  

There are some limitation of the research are as follows: 

a. In this research, the term research period is only five years namely 2010-2014. So, these 

conditions can not be generalized to other periods. This is because of time limitation. 

b. In this research, only using four independent variables are Corporate Social Responsibility, Size, 

Capital Intensity and Debt to Equity Ratio. 

c. The author did the scoring own for the level of corporate social responsibility disclosure based on 

GRI G3.1 with a limited level of knowledge in doing it. 
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ABSTRACT 
The purpose of this study is to determine the effect of financial performance by using variable Net 

Profit Margin (NPM), Return On Assets (ROA), Return On Equity (ROE), Debt To Equity Ratio (DER), 

Earning Per Share (EPS), and Price Earning Ratio (PER) on stock prices in the Mining Sector during 

the period 2011-2015. Stock prices of the mining sector as the research object decreased during the 

study period. Method of data collection using secondary data that is annual report of mining company 

period of 2011-2015 which attach all required variables. The sample used is all mining companies that 

attach annual reports during 2011-2015 and attach all the required variables included 17 listed 

companies that met the required sample. The analysis tools used are classical assumption test and 

multiple linear regression analysis. Based on the results of multiple linear regression analysis, the six 

independent variables (Net Profit Margin, Return On Assets, Return On Equity, Debt To Equity Ratio, 

Earning Per Share, and Price Earning Ratio) affect stock prices simultaneously. Partially variable 

Return On Assets, Return On Equity, and Earning Per Share effect on stock prices, while Net Profit 

Margin, Debt To Equity Ratio, and Price Earning Ratio does not affect the stock price. 

 

Keywords : Financial Performance, Stock Price, Mining Sector 

 

JEL Codes:   G20 

 

INTRODUCTION 
Capital market is one of the main drivers of the world economy including Indonesia, through 

the capital market the company can obtain funds to conduct economic activities. Indonesia Stock 

Exchange (BEI) is the capital market in Indonesia with the number of companies listed on the Stock 

Exchange as many as 465 issuers. The Indonesia Stock Exchange serves as a mediation system or an 

organized center that brings together parties who offer or need capital / funds with those who want to 

buy securities, either directly or through representatives. This is evident from the increasing number of 

companies listed on the Indonesia Stock Exchange (BEI) to sell its shares to investors. One of the most 

popular investments by the community is stock investment. 

 The mining sector in the Indonesia Stock Exchange is one of the sectors that Indonesia can rely 

on as Indonesia is rich in natural resources. The mining sector consists of coal mining sub-sector which 

in 2015 as many as 23 companies (in 2011 only 17 companies), oil and gas sub-sector in 2015 as 7 

companies (in 2011 only 6 companies), metal and mineral sub sector In 2015 as many as 9 companies 

(in 2011 only 6 companies), rock sub-sector in 2015 only 2 companies. 

 The following is the average stock price in the mining sub-sector listed on the Indonesia Stock 

Exchange (BEI) for the period 2011 to 2015 which can be seen in the following table: 
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Table 1. Average Stock Price in Mining Sector (2011-2015) 

No 
Sub Sector Year Average per 

Sub Sector  2011 2012 2013 2014 2015 

1 
Metals & 

Minerals 
1,416 1,013 1,027 1,078 586 853 

2 Coal 2,516 2,102 1,558 799 292 1,211 

3 Oil & Gas 246 199 173 251 129 166 

4 Stone 75 60 64 67 56 53 

Average per Year 1,063 843 705 548 265  

 
 Table 1 presents the average stock price in the mining sub-sector. The four mining sub-sectors 

show the share price has the same tendency that there is a weak price decline in 2015. The average 

stock price per year decrease from 2011 to 2015 (Figure 1). The highest average stock price is in the 

Coal sub-sector, while the lowest average stock price is rocky sub-sector (Figure 2). 

 

 
Figure 1. Average Stock Price per Year Mining Sector (Period 2011-2015) 

 

 

 
Figure 2. Average Stock Price per Mining Sub Sector (Period 2011-2015) 
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LITERATURE REVIEW  
1.  Financial Performance 

 Financial performance is the determination of certain measures that can measure the success of 

a company in generating profit, so as to create a high corporate value. The company's financial 

performance is a result and many individual decisions are made constantly by management. 

Performance is an important thing every company should achieve everywhere, because performance is 

a reflection and the company's ability to manage and allocate its resources. 

 

2.  Net Profit Margin (NPM) 

 Net Profit Margin (NPM) is a measure of profit by comparing profit after tax compared to sales 

(Cashmere, 2015). This ratio illustrates an effort to emphasize the smallest cost possible to achieve a 

large profit, dividing EAT by total revenue (Sutrisno, 2008). 

 

3.  Return on Assets (ROA) 

 Return on Assets (ROA) is a ratio that shows the return (return) on the amount of assets used in 

the company. ROA is also a measure of management effectiveness in managing its investment 

(Cashmere, 2015). Return On Asset is also often referred to as economic profitability is a measure of 

the company's ability in generating profits with all assets owned by the company (Sutrisno, 2008). 

 

4.  Return On Equity (ROE) 

 Return On Equity (ROE) is used to measure the return on shareholder investment, the figure 

shows how well the management utilizes shareholder investment (Harahap, 2007). Return on equity is 

one of the indicators used to measure the success of a company's performance that describes the profit 

return on all existing capital (Sugiono and Untung, 2008). 

 

5.  Debt to Equity Ratio (DER) 

 Debt to Equity Ratio is one type of leverage ratio used to assess debt with equity. To find this 

ratio by comparing between all debts including current liabilities with all equities (Cashmere, 2015). 

The higher debt to equity ratio reflects the high risk of the company because it shows that the company 

still needs loan capital to finance the company's operational so that the company's expense is also 

higher. 

 

6.  Earning Per Share (EPS) 

 Earning per share is the ratio of the market that compares the net profit after tax in one book 

year with the number of shares issued. This ratio shows how much share per share in earning profit 

(Harahap, 2007). EPS describes the company's profitability reflected in each share (Darmadji and 

Fakhruddin, 2008). The higher the value of EPS, of course, leads to greater profits and the possibility 

of increasing the amount of dividends received by shareholders. 

 

7.  Price Earning Ratio (PER) 

 Price earnings ratio (PER) is a ratio that shows the comparison between stock prices and net 

income for each shares outstanding. In addition, the price earning ratio (PER) is used to calculate the 

rate of return on capital invested in a stock or calculate the ability of a stock to generate profits 

(Tryfino, 2009). Investors believe that a company will have a promising future if it has a high price 

earning ratio (PER). Therefore, a high price earning ratio (P / E) becomes a positive signal that can 

attract investors to buy stocks that can affect stock prices. 

 

8.  Research Framework and Hypotheses 

a.  Research Framework  

 Based on literature review and previous research that has been described, it can be arranged 

framework developed in this research are as follows: 
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Figure 3. Research Framework 

 

b. Research Hypothesis 

 The hypothesis proposed in this research is a brief statement concluded from the literature 

review and is a description of the problems that need to be tested again. So, the hypothesis proposed in 

this research are: 

H1 = NPM affect partially share price. 

H2 = ROA effect on stock price partially. 

H3 = ROE effect on stock price partially. 

H4 = DER effect on stock price partially.  

                                         

 METHODOLOGY   
1.   Population and Sample Determination Procedures Population 

The population in this study is the Mining Sector Companies in Indonesia period 2011 to 2015. 

Number of Mining Sector Companies in Indonesia from 2011 to 2015 as many as 679 companies, in 

accordance with the established criteria there are 17 companies that enter into a research stamp. In the 

sample selection in this study based on purposive sampling with the following criteria: 

a. Mining Sector Companies that have been listed on the Indonesia Stock Exchange during 2011 

to 2015. 

b. Mining Sector Companies that have published annual reports from 2011 to 2015. 

c. Mining Sector Companies in accordance with research variables 

 

 Based on these criteria, obtained 17 mining sector companies listed on the Indonesia Stock 

Exchange during the period 2011-2015 which became the sample in this research. The data collected in 

this study is secondary data that is the type of data obtained or collected indirectly from the main 

source (company). This research data is ihktisar financial statements and stock market prices of 

companies selected to be samples and other data related to this research. The classical assumption test 

used in this research is Test Data Normality, Test Multicolonierity data, Test Heteroskedastisitas, and 

Test Autocorrelation. Multiple linear regression analysis is used to analyze the influence of 

independent variables (Net Profit Margin, Return on Asset, Return on Equity, Debt Equity Ratio, 

Earning per Share, and Price Earning Ratio) to dependent variable ie Stock Price. The multiple 

regression equation used is as follows: 

Y = a + b₁X₁ + b₂X₂ + b₃X₃ + b₄X₄+ b₅X₅ + b₆X₆ + e 

 
2.   Coefficient of Determination Test 

Test 2 R or often called the test coefficient of determination is a tool to measure how far the 

ability of the model in explaining variations independent variable. The value of the coefficient of 

Stock 

Price 
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determination is between zero and one (0 <2 R <1), a value close to one means the independent 

variables provide almost all the information needed to predict the variation of the dependent variable. 
 

3.  TEST T  

 To test whether each independent variable significantly influences the partially bound variable 

by determining the 95% confidence degree (α = 0.05) and also the acceptance or rejection of the 

hypothesis, then the method is: 

 H0: β = 0, meaning that the variables X1, X2, X3, X4, X5, and X6 do not have a partially significant 

influence on the variable Y. 

 Ha: β = 0, meaning that the variables X1, X2, X3, X4, X5, and X6 have a partially significant 

influence on the variable Y. 
 

4.  TEST F  

 Used to determine the effect of independent variables on the dependent variable, ie whether the 

variables X1, X2, X3, X4, X5 really affect together to variable Y. To test whether each independent 

variable significantly influence partially bound variable By determining degree of confidence 95% (α = 

0,05) and also acceptance or rejection of hypothesis, hence way done is: 

 Ho: β1 = β2 = β3 = β4 = β5 = β6 = 0, meaning no effect of return on asset, current ratio, return on 

equity, debt to equity ratio dan earning per share Simultaneously to stock prices. 

 

RESULTS AND DISCUSSION 

1.   Descriptive Statistical Analysis 

Descriptive statistics are used to indicate the amount of data used in this study and can show 

the maximum value, minimum value, mean value and standard deviation of each variable in this 

research. The result of descriptive data in this research can be seen in the following table: 
 

Table 2. Descriptive Statistics  

  N Minimum Maximum Mean Std. Deviation 

HS 85 50,00 8.313,00 1.002,5176 1.501,37034 

NPM 85 -2.454,19 59,58 -40,7051 273,45537 

ROA 85 -36,17 46,04 2,1245 11,48834 

ROE 85 -78,07 68,51 2,8619 21,64895 

DER 85 -150,16 1.481,27 161,7618 255,19500 

EPS 85 -122,75 542,02 55,3164 134,17984 

PER 85 -1.716,35 878,31 30,7756 250,27265 

Valid N 

(listwise) 
85 

    

 

2.  Classic Assumption Test Results 

a.  Normality Test Results 
 

Table 3. One-Sample Kolmogorov-Smirnov Test 

 Unstandardized 

Residual 

N 85 

Normal Parameters
a,b

 
Mean 0E-7 

Std. Deviation           945.90952809 

Most Extreme Differences 

Absolute .143 

Positive .143 

Negative -.125 

Kolmogorov-Smirnov Z 1.321 

Asymp. Sig. (2-tailed) .061 

 

 
       a. Test distribution is Normal. 

       b . Calculated from data. 
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 From the Kolmogorov-Smirnov One-Sample table Test above, the normality test can be seen in 

Asymp. Sig. (2-tailed). From the results of normality test above shows the amount of Asymp value. Sig. 

(2-tailed) is 0.061 and this result states that the significance value of the regression model is> 0.05. 

This means that data is normally distributed. 

 

b.  Multicollinearity Test Result 

 

Table 4. Multicollinearity Test Result 

Model 
Collinearity Statistics 

Tolerance VIF 

  

NPM 0,910 1,099 

ROA 0,217 4,614 

ROE 0,216 4,623 

 DER 0,874 1,144 

 EPS 0,346 2,887 

 PER 0,993 1,007 

 

Based on the above table it can be seen that the value of tolerance NPM of 0.910, ROA of 

0.217, ROE of 0.216, DER of 0.874, EPS of 0.346, and PER of 0.993 indicates that the tolerance value 

in this study is greater than 0.1. So also with the VIF value of the variable NPM of 1.099, ROA of 

4.614, ROE of 4.623, DER of 1.144, EPS of 2.887, and PER of 1.007. VIF value of the six independent 

variables in this study shows a value smaller than 10. Then it can be concluded that the six independent 

variables are free from multicollinearity problem which means there is no correlation between 

independent variables. 

 

c.  Autocorrelation Test Results 

 

Table 5. Autocorrelation Test Results 

Model Summary
b
 

Model R R Square Adjusted R 

Square 

Std. Error of the 

Estimate 

Durbin-Watson 

1 .777
a
 .603 .573 981.61671 1.292 

 

 From the table above can be seen that the value Durbin-Watson (DW count) in this regression 

model has a value of 1.292. Based on the predetermined criteria, the calculated DW value of 1.292 goes 

into the criterion -2 to +2, this means that in this regression model there is no autocorrelation so the 

requirement of no autocorrelation in this test can be fulfilled. 

 

d.  Heteroscedasticity Test Results 

 

Table 5. Heteroscedasticity Test Results 

 Model Sig. 

  

NPM 0,660 

ROA 0,366 

ROE 0,347 

 DER 0,093 

 EPS 0,308 

 PER 0,722 
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 Based on the above table it can be seen that the value of Sig. NPM of 0.660, ROA of 0.366, 

ROE of 0.347, DER of 0.093, EPS of 0.308, and PER of 0.722 indicates that the Sig value in this study 

is greater than 0.05. So it can be concluded that the six independent variables are not happening 

symptoms of heteroskedastisitas on the regression model, so the regression model in this study is 

feasible to use. 

 

e.  Results of Multiple Linear Regression Analysis 

 

Table 6. Multiple Linear Regression Result 

Model 
Unstandardized Coefficients 

B Std. Error 

  (Constant) 643,095 143.061 

NPM -0,577 0,411 

ROA 60,573 20,026 

ROE -24,941 10,637 

 DER -0,741 0,449 

 EPS 7,278 1,356 

 PER -0,133 0,429 

 

 From the above table we get the regression equation of Net Profit Margin (NPM), Return On 

Assets (ROA), Return On Equity (ROE), Debt to Equity Ratio (DER), Earning Per Share (EPS), and 

Price Earning Ratio (PER) The stock price is as follows: 

 

HS = 643,095 - 0,577NPM + 60,573ROA - 24,941ROE - 0,741DER + 7,278EPS - 0,133PER + e 

 From the result of multiregresi equation, each variable can be interpreted its influence to share 

price as follows: 

a. The constant value of 643,095 states that, if the independent variable in this study is considered 

constant (fixed value), then the stock price (dependent variable) is 643,095. 

b. On ROA variable, stated that ROA has positive implication to stock price that is coefficient value 

equal to 60,573. This indicates that every increase of one unit in ROA variable will cause increase 

to HS that is equal to 60,573. That is, the higher the ROA level then the stock price level increases 

with the assumption that other variables are considered fixed. 

c. On the ROE variable, it is stated that the asset structure has a negative implication to HS is the 

coefficient value of -24.941. It shows that every increase of one unit in ROE variable will cause 

decrease to HS that is equal to 24,942. That is, the higher the level of ROE the declining stock price 

level with the assumption that other variables are considered fixed. 

d. In DER variable, it is stated that DER has negative implication to HS that its coefficient value is -

0.741. This shows that every increase of one unit in DER variable will cause the decrease to HS 

that is equal to 0,741. That is, the higher the DER level then the declining stock price level with the 

assumption that other variables are considered fixed. 

e. On the EPS variable, stated that the EPS has a positive implication to the stock price is the 

coefficient value of 7.278. This shows that every increase of one unit in EPS variable will cause the 

increase to HS that is equal to 7,278. That is, the higher the level of EPS then the stock price level 

increases with the assumption that other variables are considered fixed. 

f. On PER variable, it is stated that DER has negative implication to HS that its coefficient value is -

0.133. This shows that every increase of one unit in PER variable will cause the decrease to HS that 

is equal to 0,133. That is, the higher the PER level, the lower the stock price level assumes that 

other variables are considered fixed. 

 

 

 

3. Partial Significance Test Result (t test) 
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Table 7. Partial Significance Test Result 

Variable t Hitung Signifikansi t Conclusion 

 NPM -1,404 0,164 No effect 

ROA 3,025 0,003 Influential 

ROE -2,345 0,022 Influential 

 DER -1,650 0,103 No effect 

 EPS 5,366 0,000 Influential 

 PER -0,310 0,757 No effect 

 

Partial significance test (t test) of independent variable that is NPM, ROA, ROE, DER, EPS, and PER 

to stock price can be seen in Table 4:14 column significance t. With the provision of significance value 

t as follows: 

 If the value of Sig. (T) <0.05 (H0 rejected, Ha accepted: influential) 

 If the value of Sig. (T)> 0.05 (H0 accepted, Ha rejected: no effect) 

 

4.   Simultaneous Test Results (F Test) 

 

Table 8. Simultaneous Test Results 

Variabel F Hitung Signifikansi F Conclusion 

NPM,ROA, 

ROE,DER,EPS, 

PERHS 

19,751 0,000 Influential 

 

 Based on the results of simultaneous test (F test) stated in the table above can be seen that the 

value of significance F of 0.000 <0.05. This shows that the independent variables in this study are 

NPM, ROA, ROE, DER, EPS, and PER simultaneously or simultaneously affect the stock price 

variable. Thus it can be concluded that there is influence between all independent variables to the 

dependent variable. 

 

5. Coefficient Test Results Determination (Test R
2
) 

 

Table 9. Coefficient Test Results Determination 

Model R R Square 
Adjusted R 

Square 

Std. Error of the 

Estimate 

1 0,777 0,603 0,573 981.61671 

 

 Based on the summary model output results from multiple linear regression analysis shows that 

the value of Adjusted R2 of 0.573 or 57.3%. This value shows the ability of variable NPM, ROA, ROE, 

DER, EPS, and PER in explaining variable stock price is equal to 57.3%. The remaining 42.7% is 

affected or explained by other variables not included in this research model. 

 

CONCLUSION AND SUGGESTION 

1.  Conclusion 

 Based on the results of research that has been done, the researchers can take some conclusions 

as follows: 

a. The development of financial performance as measured by Net Profit Margin (NPM), Return On 

Assets (ROA), Return On Equity (ROE), Debt to Equity Ratio (DER), Earning Per Share (EPS) and 
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Price Earning Ratio PER) in the mining companies listed on the Indonesia Stock Exchange (IDX) 

period 2011-2015 period is seen from the indicators ROA, ROE, and EPS has decreased every year. 

While seen from indicator NPM, DER, and PER fluctuation. This is due to the weakening of 

mining commodity prices which caused the financial performance of mining sector did not increase 

significantly in that period. 

b. The development of stock prices of companies in the mining sector listed on the Indonesia Stock 

Exchange (IDX) period 2011-2015 decreased every year. This is because the performance of 

mining sector companies did not show good performance in that period, thus making investors 

hesitate to invest their capital. Therefore, the mining company's stock price declined. 

c. Influence of financial performance to stock price of company at mining sector listed in BEI 

(Indonesia Stock Exchange) period 2011-2015 that simultaneously financial performance influence 

to stock price. While partially only indicator Return On Assets (ROA), Return On Equity (ROE), 

and Earning Per Share (EPS) which affect the stock price. This is because investors pay more 

attention to the value of ROA, ROE, and EPS in determining the investment within a company. 

 

2. Suggestion 

 The suggestions that researchers can convey based on the results of research that has been done 

is as follows: 

a. For the company 

Companies are expected to provide objective, relevant, and validated financial information 

primarily by increasing the value of Return On Assets (ROA), Return On Equity (ROE), and 

Earning Per Share (EPS) where investors can assess the condition of a Companies through these 3 

indicators so as to convince investors in decision-making to buy shares of companies that will 

affect the company's stock price increases. 

b. For investors and potential investors 

For investors and potential investors who will invest in mining companies to first see the condition 

of the company to be selected. To be able to assess the condition of the company then can see the 

condition of the company's financial statements such as by looking at Return On Assets (ROA), 

Return On Equity (ROE), and Earning Per Share (EPS). But just by looking at the condition of the 

company's financial statements is still not enough to be used as information materials in making 

investment decisions for investors, for that investors should pay attention to all aspects both 

fundamental and technical that can affect stock prices. 

c. For Further Researchers 

For further researchers who will examine more deeply about the factors that affect stock prices, 

should the study period is done longer. Because in this study the researchers took only five years 

research period from 2011-2015. In addition, it can also use other financial ratios, in addition to the 

existing ratios in this study in order to increase the variables studied. So the information obtained 

will be more complete. With the increasing number of variables used and the longer the study 

period, the results of research will be more accurate. 
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ABSTRACT 
 

The fast growing of the internet creates a new way for companies to communicate with investors. The 

Internet could be used by the company for reporting financial information or usually called Internet 

Financial Reporting.  The purpose of this research is to determine the differences market reaction 

before and after the IFR as measured by Trading Volume Activity and Abnormal Return. The sample 

used to consist of 81 financial sector companies listed in Indonesia Stock Exchange period 2012-2014 

and selected by purposive sampling. Trading Volume Activity and Abnormal Return tested by Wilcoxon 

Sign Test to determine the difference before and after the IFR. The result  indicates that there is 

differences market reaction before and after publication IFR  The company which uses IFR have a 

higher average of Trading Volume Activity and Abnormal Return after publication IFR.  

 

Keywords : Internet Financial Reporting, Market Reaction, Trading Volume Activity, Abnormal Return. 

JEL Codes:  G12 

INTRODUCTION 
 The development of science and technology has brought a new paradigm in all activities of life, 

it is a consequence of the development of the modern society that technology has changed the order of 

life, especially in information technology. Information technology will produce an output in the form of 

information that is needed by users. One alternative the company to present information about the 

company both financial and non-financial is through the internet.  

Disclosure of financial information on the company website or Internet Financial Reporting is a 

form of voluntary disclosure who have been practiced by various companies. Result of research (1)    

using a sample of 660 companies from 22 countries that belong to the 30 largest companies in the Dow 

Janes Global Index shows that only 14% of companies that do not have a website and 25% have a 

website but are not used to report the financial information. It shows that the companies look on to the 

internet as an important media to disseminate corporate information to stakeholders (1,2). Expanding 

the reach of dissemination of information, provide an up to date information, effective and efficiency 

are some reasons why companies adopt the IFR (3)(FASB, 2000 in Kelton and Yang, 2008). 

 Use of IFR can be utilized by the company in accordance with the statement of the SEC 

(Securities and Exchange Commission) in August of 2009 which makes that all public companies 

recommended to create and provide all legally mandated about company’s performance, to given to all 

interested parties at the same time. In Indonesia, Bapepam issued regulations through Bapepam decree 

in No.86 of 1996 about the disclosure of information that must be disclosed to the public. 

 Disclosure of information on the website is a signal of the company to outside parties, one of 

them is a reliable financial information and will reduce the uncertainty about the company’s prospects 

in the future (4, 5). It is helpful to facilitate the users of financial statement to make decisions, 

especially for investors. The more information available and the sooner the information provided would 

facilitate investors in evaluating the portofolio of shared which are held (6).  

 In capital markets, the use of IFR by the company expected to provide a boost for a market to 

react (7). According to Soekanto (7), the market will react when the company’s financial statement 

contains an information which can be used by investors as a basis for consideration in making the 

mailto:putri.n.humairoh@gmail.com
mailto:peni@staff.gunadarma.ac.id
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decision to invest in the capital market. The information who published by issuers would lead to 

changes the price of securities and stock trading transaction (8). From the changes in the market, 

trading volume activity and abnormal return be one of a very interesting topic to study further in 

knowing the impact of internet-based financial reporting.  

 Abnormal return is used to knowing the information about the market reaction and changes in 

stock price. Meanwhile, trading volume activity is used to determine the relationship of Internet 

Financial Reporting by investor decisions. The trading volume activity is an indicator that is used to 

indicate the amount of investor interest in a stock, the greater the volume of trade means the frequent 

trade shares  (8,9). 

 Based on the description above, this study will examine the effect of the financial statements 

based website (Internet Financial Reporting) of the trading volume activity and abnormal return period 

2012-2014. The sample uses in this study in the financial sector and focus on companies that have been 

applying IFR who listed in Indonesia Stock Exchange. Financial sector selected because this sector has 

the financial statements who have higher scores in technology if compared with other sectors.  Through 

the description of background above, the formulation of problem of this research are : 

1. Is there a difference the trading volume activity before and after the Internet Financial Reporting? 

2. Is there a difference the abnormal return before and after the Internet Financial Reporting? 

 

 

RESEARCH  INSTRUMENTS 
The approach in this research using event study method to analyze the impact of the 

publication the Internet Financial Reporting about market reaction as measured by trade volume 

activity and abnormal return. Event study was basically a form of research methodology in financial or 

capital market, especially regarding the capital market reaction (which is reflected in the stock price) on 

an incident or event. When an event occurs then the participants in the market (investors) will revise 

the value of securities which led to shifting in the creation process of return (10). The process of 

creation return as a result of the existence of an event indicates how important impact of the occurrence 

of an event. It is supported according to by Hunter et al (2012), an event study – in finance, economics 

or accounting research -  is an analysis of whether there is a statistically significant reaction in financial 

markets to past occurrences of a given type of event (information) that is hypothesized to affect public 

firms’ market values. (11,12).Market value of company is an important thing for companies, especially 

a company has to go public because it reflects the market response (investor) on what company as 

done. 

 The event which will be the object of research may include the Corporate Action such as 

mergers and acquisitions, rights issues, the earning announcement, the announcement of dividends, 

stock splits, or other events such as PEMILU (Pemilihan Umum), natural disasters and others. While 

the events in this research is publication of financial statements with The Internet in the form of 

financial statements are uploaded through the company website or IDX. 

 Event Window in this study is eleven days, five days of trading before the disclosure through 

the IFR until five days after the disclosure through the IFR. Determination of the date of the event is a 

date when the event was first noticed by the public. March 31 used as a cut-off (t-0) because a 

maximum time limit determined by Bapepam for publishing the audited financial statements.  

 

1.   Research Data 

The data used in this research is secondary data. Data of the research is issuer's financial data 

who obtained from of each site and market reaction data who obtained from the daily stock price 

through Yahoo Finance and the Indonesia Stock Exchange (www.idx.co.id) period 2012-2014. 

 

2.  Population and Samples 

The population of this research is all financial sector companies listed on the Stock Exchange 

during the period 2012-2014. Methods of selecting samples using purposive sampling. That is the 

sampling with certain criteria which are taken deliberately, with a note that the sample is representative 

or representative of the population. 
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3.  Research Variables 

a.  Trading Volume Activity  

Trading Volume Activity (TVA) is used as measures the volume of stock trading to see whether 

investors assess an announcement as a signal positive or negative, in the sense of whether the 

information makes decisions of investors to trade on the market.  Testing the market's reaction by using 

the approach Volume Trading Activity has been carried out by Beave (1968)in (9). How to calculate 

the volume of trade activity is by using the following formula : 

After TVA of each stock is known then 

calculate the average of TVA during the observation period by the formula: 

 
Where : 

XTVAt  = Average of TVA at the time t 

  = Total of TVA at the time t 

n   = Number of Samples  

 

b.  Abnormal Return  

Abnormal Return is the difference between actual returns that occur with return expectations. 

Return expectations will be calculated using the market adjusted model. This model assumes that the 

best predicted to estimate the return of a securities is the market index return at that time.To obtain the 

value of Abnormal Return, required steps as follow : 

1) Calculate of Actual Return during the event period. To calculate of Actual Return is used the 

following formula: 

 
Where : 

R it  = Stock Return i at the time t 

  = Stock Price i at the time t 

  = Stock Price i at the time t-1 

2) Calculate of Expected Return during the event period 

By using the market adjusted model,   mentioned that the expected return on all securities 

is assumed equal (nearly equivalent) with the expected return of the market in that period, 

namely: 

E ( ) = E ( ) 

Where : 

E ( ) = Expected Return Stocki  

E ( ) = Expected Return Market 

Because the value of Stock Expected Return and Expected Return Market is equal to the 

market, then the formula Expected  Return that used is formula Return Market as follows: 

 
 

Where : 

  = Return Market 

                = Stock Exchange Composite Index at the time t. 

 = Stock Exchange Composite Index at the time t-1. 

3) Calculate of Abnormal Returnduring the event period. To calculate of Abnormal Returnis 

used the following formula: 

 
Where : 

  = Abnormal Return Stock i at the time t 

  = Actual Return Stock i at the time t 

 = Expected Return Stock i at the time t 
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Because this study used Market Adjusted Modelwhich have the assumption that the value 

of Stock Expected Return and Expected Return Market is equal to the market, it will be 

obtained the following formula : 

 

 
Where : 

  = Abnormal ReturnStock i at the time t 

  = ActualReturnStock i at the time t 

  = Return Market at the time t 

 

4) Calculate the average of Abnormal Return during the observation period by the formula: : 

 
Where : 

 = Average of Abnormal Return at the time t 

 = Total Abnormal Return at the time t 

n  = Number of Samples 

 

4.  Normality Test 

Normality test is performed to determine whether the data obtained normal distribution or not. 

This study uses the Kolmogorov-Smirnov statistical test to determine the normality of the data 

distribution. Normality test conducted on samples, was done by determining degree of confidence α = 

5%. Testing criteria by looking at the amount of Kolmogorov-Smirnov test as follows: 

a) If the significance of > 0.05 then the data is normally distributed. 

b) If significance <0.05 then the data is not normally distributed. 

If the test shows samples with normal distribution, then that will be used in this study is a 

parametric test with paired samples t-test. Conversely, if the sample is not normal distributed then the 

different tests that will be used is a non-parametric statistical methods with the Wilcoxon Signed Test. 

 

Paired Sample T-Test 

Paired sample T test was used to compare the average of two variables in one group. The 

calculation is performed to look for differences between the values of two variables, whether there are 

differences in average large than 0. Assumptions that must be met from paired samples T-test is an 

average difference should be normal distributed. By using a significance level α = 5%, then if 

profitability less than a predetermined level of significance (α = 5%), then the there are significant 

differences between trading volume activity and abnormal return before and after the IFR. 

 

Wilcoxon Signed Ranks Test 

Wilcoxon Signed Ranks Test was used to evaluate a particular treatment on two observations, 

between before and after certain treatment. By using a significance level α = 5%, then the if the 

probability less than a predetermined level of significance (α = 5%), then the there are significant 

differences between trading volume activity and abnormal return before and after the IFR. Wilcoxon 

test criteria: 

a) can non be rejected if  Z stat ≤ Z table or -Z stat ≥ -Z table, or Sig. > 0,05 

b) is rejected if Z stat > Z table or -Z stat < -Z table, or Sig. ≤  0,05 

 

RESULT AND DISCUSSION 
1.   Research Object Descriptive  

The population in this study is the financial sector companies listed in Indonesia Stock Exchange 

2012-2014 period. There are 81 financial sector companies listed on the Indonesia Stock Exchange 

until December 2014 (Indonesia Capital Market Directory 2014). The number of companies that fulfill 

the criteria and can be sampled companies are 46 companies. Determination of the sample can be seen 

in  
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Table 1. Sample Research 

No Criteria Total 

1.  
Financial sector companies listed on the Stock Exchange period 

2012-2014. 

81 

2.  
A company that does not publish the complete financial reports for 

the period 2012-2014. 

(9) 

3.  A company that has not IPO (Initial Public Offering) (17) 

4.  Companies that do not publish audited financial statements. (1) 

5.  Companies that perform corporate actions during the study period. (2) 

6.  Companies that have a “sleep stock” (6) 

Total Sample Research 46 

 

To provide an overview and information about the variables used in this study are of Trading 

Volume Activity and Abnormal Return period 2012-2014 were used  descriptive statistics. Descriptive 

data includes the number of samples, the minimum value, maximum value, average value and standard 

deviation. 

 

2.   Descriptive Analysis of Stock Trading Volume  

 

Table 2. Descriptive Statistics of Stock Trading Volume 

Period N Min Max Mean Std. Deviation 

t-5 46 0 1232 70.02173 198.15128 

t-4 46 0 588 55.63043 112.24464 

t-3 46 0 314 44.21739 71.24353 

t-2 46 0 601 55.21739 104.41399 

t-1 46 0 319 60.80434 90.45136 

t+1 46 0 723 61.28260 122.48857 

t+2 46 0 1180 75.00000 193.99722 

t+3 46 0 1396 85.15217 222.45688 

t+4 46 0 1673 71.19565 248.54962 

t+5 46 0 298 48.02173 75.00947 

Average 

Before 46 0 529 57.17391 100.31977 

Average 

After 46 0 1003 68.19565 158.92368 

Source : SPSS output (Data Processed, 2015) 

 

Value of Stock Trading Volume for the period before the publication of Internet Financial 

Reporting produces an average of 57.17391 and the standard deviation of 100.31977. Standard 

deviation value which is much different from average value (standard deviation of> 130% on average) 

showed there was big gap between the maximum value with the minimum value. The average value of 

Stock Trading Volume illustrates that the average volume of stock transactions that occurred in the 

market during the five-day period before the publication IFR is 57.17391 sheet. 

Meanwhile, for the period after the publication of Internet Financial Reporting, average Volume 

Stock Trading is 68.19565 and the standard deviation of 158.92368. Standard deviation value which is 

much different from average value (standard deviation of> 130% on average) showed there was big gap 

between the maximum value with the minimum value. The average value of Stock Trading Volume 

illustrates that the average volume of stock transactions that occurred in the market during the five-day 

period after the publication IFR is 68.19565 sheet. 
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Average Trading Volume Shares after the publication of Internet Financial Reporting shows 

numbers greater than before the publication of Internet Financial Reporting. The results of this analysis 

indicate that with the publication of Internet  Financial Reporting, stock trading activity increased. This 

increase occurred because there are some of the companies who are considered by investors has good 

prospects. This causes differences in trading volume is quite large after the information is published. 

 

3.   Descriptive Analysis of Abnormal Return 

 

Table 3. Descriptive Statistics of Abnormal Return  

Period N 
Min 

 
Max Mean 

Std. 

Deviation 

t-5 46 -31,732 3,987 -1,474.43478 4,825.66414 

t-4 46 -4,459 2,060 -102.50000 1,207.44265 

t-3 46 -1,844 3,483 2.43478 1,219.36782 

t-2 46 -7,482 8,093 549.43478 2,376.15254 

t-1 46 -5,185 6,591 -231.39134 1,778.05706 

t+1 46 -4,981 6,763 -181.39134 1,939.29106 

t+2 46 -4,008 10,373 499.80434 2,185.22954 

t+3 46 -3,994 11,609 8.10869 2,065.99088 

t+4 46 -5,044 10,792 238.54347 2,023.42864 

t+5 46 -4,390 4,700 82.71739 1,475.31820 

Average 

Before 46 -5,678 1,794 -251.32608 989.30110 

Average 

After 46 -2,405 3,510 129.52173 861.71758 

Source : SPSS output (Data Processed, 2015) 

 

Abnormal Return variables in the period before the publication of Internet Financial Reporting 

produce an average value for -251.32608 and a standard deviation of 989.30110. Standard deviation 

value which is much different from average value (standard deviation of> 130% on average) showed 

there was big gap between the maximum value with the minimum value. The average value of 

Abnormal Return illustrate that the average difference between the actual return with the expected 

return in the market for a period of five days before publication IFR is -251.32608. 

Meanwhile, for the period after the publication of Internet Financial Reporting, Abnormal Return 

is 129.52173 and the standard deviation of 861.71758. Standard deviation value which is much 

different from average value (standard deviation of> 130% on average) showed there was big gap 

between the maximum value with the minimum value. The average value of Abnormal Return illustrate 

that the average difference between the actual return with the expected return in the market for a period 

of five days before publication IFR is 129.52173.   

The average Abnormal Return after the publication of Internet Financial Reporting shows 

numbers greater than before the publication of Internet Financial Reporting.The increase in 

corroborates the semi-strong form market efficiency, that is the presence this information affects the 

price of the securities of companies that publish IFR. 

 

Normality Test 

The first step in the testing of this research is normality tests using the Kolmogorov-Smirnov 

test. Tests were conducted to determine normal or not data which will be used. Based on the test, 

indicating that the significant value of each variable is smaller than 0.05, which indicates that the data 

were not normally distributed. The next test was using nonparametric statistics two paired samples with 

Wilcoxon Signed Test. 
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Hypothesis Test 

The test is performed to determine whether the two variables are significantly different. This test 

is measured by the variables Stock Trading Volume and Abnormal Return period 2012-2014 using the 

non-parametric statistical method of two sample paired with Wilcoxon Signed Test. By using a 

significance level α = 5%, if the probability is smaller than a predetermined level of significance (α = 

5%) then there is a significant difference between stock trading volume and abnormal  returns before 

and after the IFR.The results of hypothesis testing can be viewed in the following table : 

 

Hypothesis Test of Stock Trading Volume 

Table 4. Hypothesis Test of Stock Trading Volume 

Period Z 

Asymp 

Sig Conclusion 

Average Before -  Average After -2.417 0.016 H1accepted 

Source : SPSS output (Data Processed, 2015) 

 The result of Hypothesis Test about Market Reaction Before and After Internet Financial Reporting 

showed that the significant value of Stock Trading Volume is 0.016. The significance of 0.016 < 0.05 

significance level. This shows that H0 rejected and H1 accepted. That means, there are differences in 

the volume of stock trading before and after the Internet Financial Reporting on financial sector 

companies in Indonesia Stock Exchange 2012-2014. 

 

Hypothesis Test of Abnormal Return 

Tabel 5. Hypothesis Test of Abnormal Return 

Period Z 

Asymp 

Sig Conclusion 

Average Before -  Average After -2.846 0.004 H2accepted 

Source : SPSS output (Data Processed, 2015) 

The result of Hypothesis Test about Market Reaction Before and After Internet Financial 

Reporting showed that the significant value of Abnormal Return is 0.004. The significance of 0.004 < 

0.05 significance level. This shows that H0 rejected and H2 accepted. That means, there are differences 

of abnormal return before and after the Internet Financial Reporting on financial sector companies in 

Indonesia Stock Exchange 2012-2014. 

 

DISCUSSION  
The results showed that there were significant differences in trading volume and abnormal return 

before and after the period 2012-214 Internet Financial Reporting. 

 

Discussion of First Hypothesis 

Concomitant with the development technology of Internet  is very fast, communication through 

the Internet has been adopted by the business sector as an important tool to provide information. 

Disclosure of information in the financial statements made by the company in an effort to protect the 

rights of shareholders who tends to be ignored due to the separation of the management of who 

managing company and the shareholders who own capital. Disclosure of information on the website is 

a signal by the company to outsiders, one of them is reliable financial information and will reduce the 

uncertainty about the company's prospects to come.  

Implementation of IFRS on companies is one positive signal in order to reduce information 

asymmetry. By disclosing financial information and non-financial voluntarily on the Internet can create 

a higher information transparency. Moreover, the information disclosed by IFR quickly available to all 

investors. So, the information asymmetry will be reduced and shortening the delay accessibility of 

information. 

Disclosure of financial information transparently will lead the user can more easily use the 

information to understand the economics of the company. That information, would make the investor to 

react quickly or take action against the shares of companies that make stock prices more quickly move 

and automatically enhances the frequency and volume of stock trading. 
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Based on the results of statistical analysis in this study it was found that the first hypothesis (H1) 

is accepted. This is because the first hypothesis was obtained a significance of 0.016  < 0.05 

significance level. So it can be concluded that there are significant differences in the volume of stock 

trading before and after the Internet Financial Reporting on financial sector companies in Indonesia 

Stock Exchange period 2012-2014. The evidence of this first hypothesis raises a presumption that many 

investors who understand and respond the benefits of IFR who applied by the company. 

This is similar to that expressed by Beaver (1968) in Damasa et al., (2012) that the stock will 

move when the information useful entering the market. The results of this study are also a similar with 

research conducted by Gabriel and Ni Kadek (2014) who states that the Internet Financial Reporting 

(IFR) has positive effect on the frequency of stock trading company. 

That is to say, financial sector companies that implement the IFR will have a stock price-

responsive so as to have a higher trading frequency. This is because the useful information for investors 

can be published more quickly. The evidence of a significant difference trading volume before and after 

the publication IFR in this study is expected to encourage companies to implement the IFR optimal and 

timely. It is aimed as a tool of reporting information who transparent and fast. 

IFR can be used as an alternative company to add value to reduce information asymmetry. 

Disclosure of information through the the IFR will make investors react more quickly, that is expected 

to help investors in making decisions. In accordance with the Efficient Market theory is that investors 

will react quickly and fully to new information coming in the market, which caused the stock 

immediately make adjustments. 

So, the financial information published on the internet will be able to quickly respond by 

investors to invest in the company. These conditions provide opportunities for companies that 

implement the IFR to get investors for their company, so the will be able to lead the price of stocks and 

shares trading frequency increase.  

 

Discussion of Second Hypothesis 

Companies certainly understand that the financial information needed by investors in making the 

decision. An information which enter the market will affect the market to react. One example of that 

information is financial statements by internet (Internet Financial Reporting). When company 

information quickly distributed by the company through the IFR, investors will know quickly. This 

makes investors immediately reacted to that information..  

According to the efficient market theory, the market is said efficient if the prices formed on the 

market is a reflection of information, or in other words, asset prices or securities reflects the available 

information about the assets or securities.  

If the information presented is goodnews the abnormal stock returns after the publication of 

financial information tend to be higher than the abnormal stock returns before the publication of 

financial information on the company's website. But if the information presented is bad news, then 

abnormal stock returns after the publication of financial information tend to be lower than return 

abnormal stock before the publication of financial information on the company's website. 

Based on the results of statistical analysis in this study it was found that the second hypothesis 

(H2) is accepted. This is because the first hypothesis was obtained a significance of 0.004 < 0.05 

significance level. So it can be concluded that there are significant differences in the abnormal 

returnbefore and after the Internet Financial Reporting on financial sector companies in Indonesia 

Stock Exchange period 2012 - 2014. The second hypothesis corroborates evidence of market efficiency, 

that information published affect the price of securities of companies that publish IFR.  

The results support the research (11,12), found that companies that implement IFR with a high 

level of information transparency and timely tend to have abnormal return bigger and stock prices move 

faster. The study also supports research conducted by Abdelsalam et al (10), Rendi (14) and Kemala et 

al (15) which states that companies that implement IFR had an average abnormal return is greater after 

the publication of IFR, the study was conducted on 181 companies listed on the Stock Exchange. 

This is in accordance with the efficient capital market theory which says that in an efficient 

market all relevant information entered into the market will respond by the investor. These responses 

will be reflected in the presence of abnormal return.. 
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And therefore, investors will be watching the performance of the company through the 

information published. So one of the things is important to be considered company is how to guarantee 

the availability or distribute information to investors.  

The information published in a timely and complete will affect investor reaction indicated in the 

abnormal return. That is to say, financial sector companies that implement the IFR will have a stock 

price-responsive so as to have a higher abnormal return. This is because the useful information for 

investors can be published more quickly. This study also contributes to investors in order to take 

advantage of IFR in making decisions in the capital market. With the IFR, investors will be easier to 

understand the information to know the condition of the company's economy. So hopefully will provide 

relevant information for investors in making decisions with goal of getting profits. 

 

CONCLUSION 
 Based on data analysis and discussion that has been done, it can be concluded as follows: 

1. Based on the results of statistical analysis in this study it was found that the first hypothesis (H1) is 

accepted. This is because the first hypothesis was obtained a significance of 0.016  < 0.05 

significance level. So it can be concluded that there are significant differences in the volume of 

stock trading before and after the Internet Financial Reporting on financial sector companies in 

Indonesia Stock Exchange period 2012-2014. The evidence of this first hypothesis raises a 

presumption that many investors who understand and respond the benefits of IFR who applied by 

the company. 

2. Based on the results of statistical analysis in this study it was found that the second hypothesis (H2) 

is accepted. This is because the first hypothesis was obtained a significance of 0.004 < 0.05 

significance level. So it can be concluded that there are significant differences in the abnormal 

returnbefore and after the Internet Financial Reporting on financial sector companies in Indonesia 

Stock Exchange period 2012 - 2014. The second hypothesis corroborates evidence of market 

efficiency, that information published affect the price of securities of companies that publish IFR. 
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ABSTRACT 
 

Peer-to-peer Online Lending (P2PO) has received increasing attention over the last years, not only 

because of its disruptive nature and its disintermediation of nearly all major banking functions, but 

also because of its rapid growth and expanding breadth of services. This model offers a new way of 

investing in addition to investing in traditional channels such as banking or financial company. The 

transaction process is done online, the personal information and terms of mobilization are completely 

transparent and secure in the best way. The strong development of P2PO also raises a number of 

issues that require careful attention to promote positive and to limit negative aspects. The research 

aims to highlight particular aspects of this new business model and to analyze the opportunities and 

risks for lenders and borrowers in Viet Nam. 

 

Ke words: Sharing economy, P2P lending, financial innovation, Disintermediation, Fintech 

JEL Code : G23, M31 

 

INTRODUCTION AND RESEARCH PROBLEM 

 

The online peer to peer (P2PO) lending model is one part of the Sharing Economy. With the upcoming 

popularity of online communities, a new way of loan origination has entered the credit market. This 

paper aim to give several policy recommendations for P2PO development. 

 

 

METHODS 

 

The paper combines qualitative analysis and data survey to serve descriptive statistics. The authors 

study the published works related to Sharing economy and P2PO in the world, combining with the 

reality in Vietnam to build a specific research structure and questionnaire survey. We had 147 valid 

responses for the analysis. The final data will serve as descriptive statistics to answer the research 

questions. 

 

RESULTS AND FINDINGS 

 

Current situation in Viet Nam: Data analysis results indicated that nearly 90% of respondents have 

been involved in lending or borrowing directly without financial intermediaries.     

Willingness to participate: nearly 90% of respondents choose to participate in the P2PO system. 

Motivations: We found that two factors, in which "Know the information of lenders, borrowers has 

more than 62.6 % selected, and "interest rates will be higher than bank deposits" with 51% of 

respondents choosing. This result is also consistent with many studies in the world (Klafft, M. 2008). 

Barriers: two factors were specially paid attention by the investigators: "There is no insurance against 

the lender" and "Not yet aware of the law".   
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Provisions of laws: provisions of the law has not kept pace with the rapid development of this model 

economy. This fact is not only in Vietnam but also in many countries in the world.   

Opportunity or risk?: P2PO lending is an opportunity for traditional banking, 51% of respondents 

agreed. 

Competition: "the main battlefield" is in the field of consumer loans with 65.3% selected, and 

unsecured loans with 51% of the respondents. This finding corresponds to several studies that have 

been conducted (Balyuk, T. 2016). 

Governance: the government would support and would not support was similar, at 28.8% and 27.4%, 

respectively, 44.1%, survey participants did not identify the attitude of the Government. This reflects 

the Government's unclear behavior.  

 

CONCLUSIONS, IMPLICATIONS AND SIGNIFICANCE 

 

This study has shown three new points: The potential of online peer lending is enormous; P2PO is both 

an opportunity and a threat to the traditional banking industry. However, opportunities are more; And 

the proportion of respondents who believe that the government will support and vice versa regulations 

in P2PO. Further research directions: Further studies may test generalizability with other sampling 

methods as well as examine the surveyed subjects from a variety of sources. At the same time, new 

factors could be added to this new paradigm in research.  
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ABSTRACT 

In recent years, remittances are seen as an important capital flow in order to promote growth and 

economic development of Vietnam. With an average of $ 1 billion annual increase, it has become 

one of the important sources of foreign currencies and has a huge influence on the ability to 

mobilize capital of a country. Therefore, it is essential to conduct researches on the impact of 

remittances on the investment activities. This paper studies these impacts in five Southeast Asian 

nations (ASEAN), including Vietnam, Laos, Cambodia, the Philippines and Indonesia. From the 

results of the research model, a number of policy recommendations will be made to promote the 

positive impacts and minimize negative impacts of these capital flows on the economy of developing 

countries. 

 

JEL Codes:  O16 

 

INTRODUCTION 
 According to statistics from the World Bank and UNCTAD, the remittance is a stable source of 

funding which sometimes surpasses official development assistance ODA or foreign direct investment 

FDI in some countries (World Bank, 2008 and UNCTAD, 2012). Accordingly, in the 2011s, total 

remittances worldwide was about 250 billion dollars (World Bank,  2012). By 2014, this figure was at 

around 400 billion dollars (about 0.82% of world GDP compared with 0.25% of ODA) (World Bank, 

2015). Abundant and stable supply of foreign currencies from remittance have a major impact in 

improving the current account balance of the country which always skewed it. In addition to the 

contribution to economic growth and improvement of people's income, remittance is also considered as 

good financial investments  in the recipient country. In some countries such as Vietnam, the total 

remittances in 2013 at about $ 20 billion, equivalent to about 5.5% of GDP while FDI is equivalent to 

about 3% (GSO, 2014) 
 A question was raised as to whether this remittance flows have an impact on the investment 

activities of the recipient country or not? If the answer is yes then this impact is positive or negative, 

and through which main factors? The change in the investment activity here is understood as a change 

both in terms of volume and quality. In terms of volume, the question is whether remittances  will 

supplement  or crowd out  other  investment  funds. 

 Regarding the quality, the question is how the development of institutional policies and 

financial markets affect the impact of remittances on investment activities. Understanding these issues 

helps us to have a better overview of remittances inflows, as well as its impact on investment activity 

in particular and the economy in general. 

 The paper is divided in five parts. Part one introduces the topic studied. The second part 

presents an overview of the theoretical and empirical researches and to conduct research on gaps in the 

previous ones. Part three describes the research methods and research models. The conclusions drawn 

after analyzing the regression model will be launched in the fourth section. These conclusions are the 

premise for the policy recommendations in the final chapter of the study. 
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 LITERATURE REVIEW  

 

1.  Theoretical  framework 
 Remittance is to help accumulate funds for investment: Remittances are one-way funds, 

meaning that when remittance flows into one country, it seldom flows outside. In developing 

economies such as Vietnam where capital growth relies heavily on capital gains and increased 

investments, remittances are a major driving force for these countries to have economic growth, and to 

create many assets and accumulate to reinvest in the future (Catrinescu et al, 2006). Remittances, after 

being handed over to the beneficiary will be used for consumption (living, building a house, buying 

furniture) and investment/savings. Savings from remittances can be used directly in production and 

business investment or indirectly by sending money to banks, investment funds or other financial 

institutions. Despite the direct or indirect manner, the capital inflows contributed to the increased rate 

of savings/investments of a country. In Vietnam, according to the World Bank, each year a steady 

amount of remittances increased by $ 1 billion and about 70% of these were put into production and 

business. 

Remittances contribute to financial market development of the recipient country: Remittances can 

compensate for the inefficient financial market. The reason is that, remittances can help investors 

overcome the limitations of financial markets in the absence of deposit products and credit providing 

products appropriate to seek higher levels of profitability. In these cases, remittances have a direct 

impact on the investment activity and economic growth while financial markets remain 

underdeveloped. There are concrete evidence supporting the view that remittances have the strongest 

impact on economic growth in countries with major financial markets underdeveloped. Accordingly, 

remittances  are  considered  as  a  channel  for  foreign currency. 

 inflows into the receiving country. The financial system must ensure uniformity and 

modernization in order to meet the above requirements. Therefore, the financial markets can benefit 

from this. These service activities related to remittances can be listed such as money transfer services, 

services (Giuliano and Ruiz-Arranz, 2005). 

 Remittances increased human capital. Although its priority is consummation and accumulation 

(Hao K Do, 2012), but beyond that, the rest can improve nutrition, education and housing to the 

recipient. Assuming their participation in the labor market, this can increase both the quality and 

quantity of human capital and simultaneously improve the efficiency of investment activities (Giuliano 

and Ruiz-Arranz, 2005). 

 

Remittances are to solve some social problems 

One feature of developing countries is that income is unstable and uneven. Along with 

economic growth, the gap is increasingly widening. This was the seed for social unrest in the long 

term. Therefore, there is a current trend of Vietnam to encourage workers in poor areas to work 

abroad. And the fact is that there are many villages have become rich thanks to remittances flows 

from abroad. 

 But in other hand, remittance flow could harm economics’ developing by some ways 

Remittances can reduce labor productivity: When the amount of remittances increased, the 

receiver can reduce the work effort or conduct activities with higher risk investment, consume more 

luxury goods. Accordingly, remittances are often sent to their families back home. Due to the 

geographical distance, it is difficult for the sender to control the use of this money. Therefore, 

remittances can be misused compared to the original purpose of carrying out the investment. This 

inhibits the additional capital of investment into the economy (Chami et al, 2003). 

 Remittances exacerbated "Dutch disease/Deusch disease": Dutch disease occurs when the 

foreign currency flowing into the economy (due to that country increased export of goods, receiving 

ODA, FDI or remittances). Meanwhile, there will be increasing demand for local currencies to be able 

to exchange for foreign currencies which makes the provision of local currency increase: increase 

domestic demand, pushing prices higher. The real exchange rate will increase, ie one unit of foreign 

currency exchanges for less domestic currency than before, that country's goods are less competitive  

because of high prices relative to competitors. Thus, the "Dutch disease" will harm regional trade and 

overall trade, decrease investment in particular and the economy in general (Le and Phan, 2014). 
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  Remittances lead to trade deficit: In countries receiving remittances, with a flexible exchange 

rate regime, the increase in cash inflow will have an impact on increasing the price of the local 

currency, increasing the purchasing power of the local currency and rising domestic demand, restrict 

export and encourage imports and neutralizing all remittances or cash inflow earlier. Thus, remittances 

are seen as the cause of the balance of trade deficit, or impair trade surplus 

 Taken as a whole, the net impact of remittances on the economy differs between countries. 

Depending on the specific characteristics of their country such as the investment environment, saving 

or spending habits, then the effect of remittances on growth and economic development is large or 

small. Therefore, countries should study carefully their national conditions to work out appropriate 

policies. 

 

2. Empirical studies 

 The empirical study of the relationship is also very diverse in the scope of research, both space 

and time, so the result is very different and multi- dimensional. Levine, 1997, Kilpatrik, 2005 Kilpatrik 

Jalilian and 2005, stressed the importance of improving the system, the financial markets on a country's 

growth and pointed out the positive relationship between the receipt of remittances and growth through 

increased consumer demand in the economy. Mundaca (2005) studied the case study of 5 Central 

American countries and indicated that remittances can affect economic growth if that country has a 

comprehensive banking system. Thanks to the advantages of flow in the market, the capital should be 

able to be at the right places, investors can quickly find donors of investment, leading to increased 

efficiency. Conversely, the research by Giuliano's and Ruiz Arranz (2009), Fayissa and Nsiah (2008) 

argue that the impact of remittances on investment and growth makes sense only in the developing 

countries where the financial system does not have enough capacity to meet capital needs for the 

economy, therefore, external sources of capital such as FDI, ODA and remittances can play its full role. 

This two opposing views set out requirements for further research, especially considering the impact of 

this on the poor and developing countries such as Vietnam. However, this study only focused on the 

impact of remittances on economic growth rather than actually considering this impact through the 

contribution of investment to growth.   
Many studies give preconditions so that remittances may affect investment activities. These 

conditions include (i) institutional and  regulations on investment activities should be transparent and 

fair to ensure shared benefits only to those who have contributed to the project    (Acemoglu et al, 

2006) (ii) expected profits from investment in the receiving country higher than that in the sending 

countries (Levine and Loayza, 2000) and (iii) a favorable investment environment where encourages 

investment activities to take place (many policies to encourage entrepreneurship, incentives for new 

investors) (Zazzaro, 2008). 

 Thus, one can see the studies on both theoretical and practical evidence of the impact are 

varied and conflicting. Therefore, this study will attempt to examine the impact on the scope of 

developing countries of Southeast Asia where was judged to have the highest growth rates in  the 

world. Through this analysis, the researchers expect to be able to come up with policy 

recommendations to help guide and improve the efficiency of the use of remittances for capital 

investment. 

 

DATA AND RESEARCH METHODS 

Research models 

This Research uses model of Bjuggren, Dzansi and Shukur (2009) and Le Dat Chi, Phan Thi 

Thanh Thuy (2014), in which the impact of remittances to investment  activities  are  as  follows:  

INVit=  β0       +  β1    *GDPGrit    +β2     *Tradeit + β3*Rateit + β4*Remit 

While  -  INV it is the total social investment / GDP of country i at time t 

- Rem is remittances / GDP of country i at time t 

- GDPGr is the average growth rate of country i at time t 

- Trade is trade / GDP of country i at time t 

- Rate is the interest rate on lending by country i at time t 

X is the set of control variables commonly used in regression "investment- remittances" 
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According to the empirical study of the Ruiz-Arranz Giuliano P and M (2000), the 

remittances can impact investment activities through interaction with the level of development of 

financial markets. If financial markets complete the task as to mobilize and channel capital flows to 

the economy, the flow of remittances will impact positively on investment activities as increasing 

number of new businesses and total capital of each project. Nyamongo et al (2012) suggest that 

remittances will relieve the shortage of finance in the economy. Number of large remittances will 

enhance financial accumulation rate of the economy and bring benefits to the financial institutions as 

well as public institutions. It makes financial  institutions become more active in order to use capital 

more efficiently (direct inflows of remittances into production channels). Meanwhile, the model 

becomes 

 
INVit =β0   + β1*GDPGrit+β2 *Tradeit +β3*Rateit + β4*Remit+  β5*Creditit 

2.    Data source 

The study used data arrays of five Southeast Asian countries including Vietnam, Laos, 

Cambodia, the Philippines and Indonesia. These are all countries with remittances of over 3 billion 

dollars annually according to the World Bank report. Time series data are obtained within 16 years 

from 2000 to 2015 

The data used in the study were collected primarily through secondary sources from the 

World Bank report and the OECD statistics Indicator. As follows: 

- Investment/GDP: This ratio is calculated by the total social investment capital (including 

public investment, private investment both domestic and foreign investors)/ GDP of countries 

in years of research. The data was collected through a WB source Indicator 

- GDP growth: The growth rate of total gross domestic product. The data was collected through 

a WB source Indicator 

- Trade/GDP: the sum of exports and imports of goods/total value of gross domestic product 

- Remittances/GDP: remittances are conceived as the amount by individuals and groups who 

are studying and living abroad sent back to Vietnam. This ratio is calculated by dividing this 

number for GDP. The data  was collected through sources of World Development Report 

(World Development Indicators) 

- The interest rate is fixed at an average annual rate of national researched 

3.    Research methods 

 The study used regression methods for data array (panel data). This is a fairly consistent 

approach to the conditions of topics such as (i) increase the number of the pattern observed by 

considering the value chain  over  time (time series) and data space (cross section). This also makes the 

estimate become more accurate by reducing defects such as multi-collinearity (ii) analysis of data 

arrays also help find the difference between the units that was previously used dummies (iii) research 

helps change the dynamics of cross- time units 

 Before conducting regression, researchers conducted testing the validity of the model by 

analyzing the correlation between the independent variables. Making sure that the independent variable 

is eligible to conduct regression, researchers conducted a regression analysis based on both cases 

assuming that (i) no cross-correlation between the countries in the model. In this case, the regression 

will be conducted with random effects (random  effect) (ii) cross-correlation between the countries 

studied. Accordingly, fixed effect would be used in the regression analysis. Specifically: 

Fixed impact (fixed): The effects observed correlates with the explanatory 

variables. Cov [acid, ci] ≠ 0 

Random Impact: The impact unobserved uncorrelats with the explanatory 

variables. Cov [acid, ci] = 0 

To determine whether the model selected as the fixed effect model or random 

effect one, we use Hausman test 

If we assume the model as fixed effects model and estimate the   model 
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  ˆ -1    (k 1) 

by LSDV, then we vector b is  estimated by vector  β 
 

If we assume the model as random effects model and estimate by the method GLS, we  

find the vector ̂
    
is an stimat of th vector β 

 

Considering vector [b -  ̂
 
] we have Var [b -  ̂2Cov [b, 

ˆ  
] 

Hausman has proven 

 

Cov [(b - ̂), ̂
 
] = Cov [b, ̂ ] - Var [ 

ˆ 
] = 0 

 

Set Ĥ
    

=  Var [b - ̂
  
]  =  Var [b] - Var [ 

ˆ 
] 

We need to test the hypothesis pair 

H0: The model fit is the random effects model  

H1: The model fit is the fixed effects model Wald has proven, statistically 

 
Wald has proven, statistically 

 
  2                 ˆ        ˆ       2 

                 = [b –   ]’  H   [b –   ] ~ 
 
Meanwhile with specific sample data and the level of significance α 

given that 

 
qs
   2  (k 1), we reject H0 

 

4. The findings 
a.  Remittances flow in some South East Asia developing countries 

According to Figure 1, there is a dramatically increase in remittance inflow of all 5 listed 

countries. This number climbs up about 3 times higher during 15 years (from 2000 to 2015) and 

uptrend is predicted in the future. Philippine is always accounted as a most-remittance-received 

country with nearly 30 billion US$ in 2015. The second placed is Vietnam with over 14 billion US$ 

and followed by Indonesia and Cambodia. The remittance to Laos  in only 60 million US$ per year 

during 2013-2015 period. 

Unit: Million US$ 

 

Source: World bank Indicator 

Figure 1: Inflow remittances in South East Asia countries 
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Unit: Million US$ 

Source: World bank Indicator 

Figure 2: Investment capital in South East Asia countries 
 
 During period 2000-2012, there are two increasing trend between 5 listed countries: steadily 

increase of Vietnam, Laos, Cambodia and Indonesia and dramatically increase of Indonesia. This 

uptrend stop and stayed remain from 2013 until now. 

 

2. Model results analysis 

a.  Correlation between variables 

Before conducting regression, researchers conducted the analysis of the correlation between 

the independent variables in the model. This analysis is conducted because the macro-economic 

variables are often correlated with each other. For example, interest rates and international trade are 

affecting a country's investment, but also interest rate itself affects international trade. Therefore, the 

research model could lead to multicollinearity phenomenon.  But this is not inevitable, but if the 

relationship between these variables are not too deep, or too irrelevant, it is still acceptable to use in 

the analysis. 

 
Table 1: The relationship between the variables of the model 

 
INV GDPGr Trade Rate Rem Credit 

INV 1 
     

GDPGr 0.0168 1 
    

Trade -0.4363 0.3029 1 
   

Rate -0.3331 -0.3676 -0.5108 1 
  

Rem 0.1534 -0.2809 0.0555 -0.0841 1 
 

Credit 0.4651 -0.1511 0.0751 0.2289 0.3763 1 

 

As can be seen from the table above, factors such as economic growth, the volume of bank deposits, 

remittances have a positive impact on economic growth. This is easily explained by as much as 

receiving remittances, people will think of using it for investment activities instead of just consumption 

as before, or if the amount of bank deposits in the high will cause money supply increases, the supply 

curve shifts to the right money as interest rate reduction, businesses and people more accessible and 

active capital investment will also be enhanced. In addition, factors such as trade or interest rates have 
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the opposite effect on investment as shown in Table 1. As can be seen, all correlation coefficients are 

absolute values in the range (0, 1) should be qualified to carry out the next step. 

 

b.   Regression results 

This Research is conducted under the regression model of both fixed effects and random 

effect. Then, using Hausman test to select the appropriate impact. Details on the regression results 

and Hausman test are presented in Appendix 1,2,3 of this study. Looking at Annex 3 we can see the 

value in P-value 0.0000 <0.05, which means that we will reject the null hypothesis H0 (model 

consistent with random effects). Thus, for the data used in this study, OLS regression with fixed 

effects (fixed effects) is better. 

The results of the regression model can be written as 

INV= 27.055 + 0.349*GDPGr - 0.3556*Trade - 0.5859*Rate + 0.48*Rem +0.0745*Credit 

 

Looking at the results of the model we can confirm the qualitative arguments of the study is 

absolutely correct when inflows of remittances have a positive impact and 1 unit of increase in 

remittances, there will be increase  of 0.48 in the capital investment (it must be added that although 

INV variables used in the model is the total social investment capital but the additional increase in 

INV here mostly come from private sector investment in the country). This raises many requests for 

state management agencies in encouraging capital flows and orienting remittances to the right 

purposes to provide the highest efficiency for the economy 

Also, look at the results of Appendix 1 we can see the value of  the model is P_VALUE= 

0.0006 <0.05 which means that the identity of the model  is a perfect fit. R square = 0.3120 value 

means that the independent variables explain 31.2% change in the dependent variable. This value is 

entirely in line with the actual conditions because in addition to the factors listed in the model, then 

there are many more factors which may also affect investment activities (however, ceteris paribus 

assumption, so we can ignore these factors outside the model) 

 

CONCLUSIONS AND POLICY RECOMMENDATIONS 

To promote the highest possible efficiency of remittance funds to the economy, it is necessary 

to limit the negative impact and promote its positive effects on growth and economic development. 

Specifically, the study can be summed up some policy recommendations as follows: 

a. There should be more policies to guide flows of remittances into investments 

 

The beneficiaries and those who used most of remittances of capital are individuals and families 

who have relatives abroad, and their perception of the use of these funds efficiently is    not high. 

Therefore, there should be more policies to motivate or orient for beneficiaries to use these funds 

more effectively. At the present, Ho Chi Minh City is the only place to set up "overseas club city" 

to create a common community for the beneficiaries as well as the people working and living in 

foreign countries. This model should be expanded to more to all provinces, especially in some areas 

where concentrate large numbers of families with relatives working abroad. 

b. There  should  be  flexible  policy  exchange  rates,  deposit   interest rates 

This will contribute to increase the independence and efficiency of  the money market. In 

addition, flexible deposit rates will  motivate  individuals with idle cash flows but no specific 

plans to invest in a bank deposit in order  to create social capital. Adjusted exchange rates, 

interest rates especially flexible dong interest rates will stimulate people to change dollars into 

dong. This will also contribute to curb hoarding of foreign currency in the  population over time. 

c.    Improving management policy framework related to remittances 

One of the biggest limitations in the management of remittance funds is we do not have a legal 

framework, the comprehensive policies related to attraction and use of remittances. The 
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management of employees working abroad is managed by the Ministry of Labor, War Invalids and 

Social Affairs, while remittances will flow through the banking system. Therefore, it is necessary 

to have a management body to regulate these activities. However, the experiences of many 

countries shows that policies and agencies should not tokenistic or administrative intervention, but 

instead create a favorable investment environment as the basis infrastructure, transportation, 

utilities, administrative procedures to encourage expatriates and remittances beneficiaries of 

development investment. 

 

 

REFERENCES 
 

Catrinescu, N. et al., 2006. Remittances, Institution and Growth. Bonn: IZA Discussion Paper No. 

2139. 

 

Chami, R., Full nkamp, C. and Jahjah,  . (200 ). „Ar   migrant r mittanc   flo s a sourc of capital 

for d v lopm nt?‟, IMF orking Pap r, International Monetary Fund, Washington D.C. 

 

Chami, R. et al., 2003. Immigrant Remittance Flows Are Source of Capital for Development a?. 

Washington DC: IMF Working Paper 03/189. 

 

De Bruyn, T. and Wets, J., 2006. Remittances and Development. Brussels: Conference Report on 

Migration and Development, International Organization for Migration. 

 

Fayissa B, Nsiah (200 ). “Th impact of r mittanc s on conomic gro th and d v lopm nt in 

Africa”, D partm nt of Economics and Financ , Working paper Series, February, 2008. 

Online available at: http://ideas.repec.org/p/mts/wpaper/ 200802.html. 

 

James Dzansi., 2013. Impact of Remittances on Domestic Investment: the role of the Financial 

instutional and development. Global review of accounting and finance. Vol.4. No.2. 

September 2013. 

 

Giuliano, P. Ruiz-Arranz and, M., 2005. Remittances, Financial Development, and Growth. IMF 

Working Paper No. 05/234. 

 

Levine và Loayza, 2000. Financial intermediation and growth: Causality and causes. Journal of 

Monetary EconomicsVolume 46, Issue 1, August 2000, Pages 31–77. 

 

Le Dat Chi, Phan T.T. Thuy, 2014. The impact of remittances on economic growth in developing 

countries. Journal of development and integration, No. 16 (26), May 5/2014 

Mundaca, G. (2005). „Can r mittanc s  nhanc   conomic gro th? Th  rol  of financial mark ts d v 

lopm nt‟, mim  o, Univ rsity of Oslo. 

 

Zazzaro, 2008. Remittances and Financial Development: Substitutes or Complements in Economic 

Growth? Working paper Series, February, 2008. Online available at: 

http://ideas.repec.org/p/mts/wpaper/200802.html. 

 

 

 

 

 

 

 

 

 

 

http://ideas.repec.org/p/mts/wpaper/
http://www.sciencedirect.com/science/journal/03043932
http://www.sciencedirect.com/science/journal/03043932
http://www.sciencedirect.com/science/journal/03043932
http://www.sciencedirect.com/science/journal/03043932
http://ideas.repec.org/p/mts/wpaper/200802.html


Proceeding UG Economic Faculty-International Conference                   

Gunadarma University – Campus L2, July 25th-26 th  2017              ISBN: 978-602-9438-80-2 

Trinh Le Tan, Dao Thi Dai Trang 185 

 

 

 

 

AUTHORS PROFILE 

 

Trinh Le Tan, Post Graduate with a major in Business 

Administration at University of Northern Philippine/Public 

University, Philippines, 2014. Master‟s degree in Business 

Administration, Columbia Southern University, USA, 2011. 

Bachelor‟s degree of Engineering majoring in Food and Biology 

Chemistry, Danang university of Technology, 2008. Research 

Activities: Trinh Le Tan, The best way for constructing and 

executing a effective balance scorecard, Journal of Science and 

Technology, Duy Tan University, 2015; Trinh Le Tan, Nguyen Thi 

My My, Doan Thi Thuy Hai, Researching any factors affect to study 

motivation of PSU Student title, 2016. Research Interest Strategic 

Management Marketing Research 

 



    Gunadarma University – Campus L2, July 25th-26 th  201 

ISBN: 978-602-9438-80-2    Proceeding UG Economic Faculty-International Conference 

186 Puteri, Hidayah  

 

 

The Importance Of Banking Intelligence In Modern Era 

 
Anyssa Riyan Puteri

1
, Amalia Nurul Hidayah

2 

 

Faculty of  Economics, Gunadarma University, Jakarta Indonesia 
1 2

 
anyssariyan@gmail.com

1
, amelnurul@gmail.com

2
 

 

ABSTRACT 
 In this modern era a high quality, fast, and precise information, are sorely needed especially in 

the banking industry. The needs of information are increasing followed by the customer growth 

numbers, causing the amount of data stored in the bank information system cannot be exploited 

optimally. It needs an effective and efficient way to analyze the available data and implementation of 

business intelligence can be the solution. 

 The purpose of this research is to discuss the importance of business intelligence in banking 

industry and future improvement that might be done. In this research using 20 journals related 

business intelligence in banking industry and then year of publication of the journal from 2007 until 

2016. Research studied and explored the importance of business intelligence in banking and its effects 

in increasing the decision-making process to solve the banking industry problems. 

 From 20 journals related business intelligence in banking industry we know about the 

importance indicator related business intelligent in banking is uses of data mining, customer 

profitability management, and regulatory compliance in business intelligence. 

 
Keywords: Banking, business intelligence,data mining, profitability, regulatory compliance. 

 

JEL Codes:  G21 

 

INTRODUCTION 

 In this modern era; high quality, fast, and precise informations, are sorely needed, 

especially in the banking industry. The needs of information are increasing followed by the 

customer growth numbers, causing the amount of data stored in the bank information system 

cannot be exploited optimally. It needs an effective and efficient way to analyze the available 

data and implementation of business intelligence can be the solution. Forrester Research in 

Taneja (2014), defined business intelligence as a set of theories, methodologies, processes, 

architectures, and technologies that transform raw of data into meaningful and useful 

information used to enable more effective strategic, tactical, and operational insights and 

decision making. Business intelligence can handle large amounts of information to help identify 

and develop new opportunities for implementing effective strategies that can provide a 

competitive advantage and long-term market stability (Panja 2014). At present, the used of 

banking intelligence has been implemented in several areas such as in financial and operational 

performance management, customer profitability management, profitability management, credit 

analysis, regulatory compliance, operations management, and social business. Banking 

intelligence somehow help banking industry to increase of their profit by optimize the available 

data. The purpose of this research are : 1) to discuss the importance of business intelligence in 

banking industry and future improvement that might be done, and  2) to know what factors that 

influence banking intelligence the most.  
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LITERATURE REVIEW  
1.   Definition of Business Intelligence  

 Business intelligence is a tool that salvages, assembles, accumulates and processes the data to 

provide constructive information to the organization that helps in better decision making. Business 

intelligence tools are softwares that uses the databases to generate informative reports for decision 

makers. It is an information source and a strong decision support system useful to organizations in 

developing ideas for growth in today’s competitive market scenario (Taneja 2015). 

 Business intelligence (BI) entails timely analysis and decision making with relevant, accurate, 

adequate, correct and complete data. Business intelligence is a discipline that draws business decision 

making through performed analytics and reporting based on the data of organization.  (Kekwaletswe 

2015). 

 
 2.  The Architecture of Business Intelligence System 

       

Figure 1. Architectural Business Intelligence Systems in General 

Source:(Niu 2009 ; Sundjaja 2013) 

 
 The components in Figure 1 interact with each other to facilitate the fundamental functions of 

business intelligence: extracting data from the operational system of the company, saving extracted data 

into data warehouse, and fetching the saved data for various applications of business 

analysis.According to (Sundjaja 2013), from the Figure 1 we can know about level of architectural 

business intelligence systems in general:  

a. Level of operational system: As data sources from the system of business intelligence, 

business operational system typically uses the system of online transaction processing (OLTP) 

to support daily business activities.In general, OLTP systems are acceptance of the customer 

order system, financial system and human resource systems. 

b. Level of data acquisition: In this level, a component before the process is divided into three 

stages: extraction, transformation, and loading (ETL). A company has several systems of OLTP 

that bring out a very large number of data. The data first are extracted from OLTP’s system of 

ETL’s process and then transformed in accordance with transformation rules. If the data have 

been transformed, the data, then, are input in data warehouse. ETL is a basic component of 

business intelligence system because the quality of data from other components depends on the 

process of ETL. In the planning and developing of ETL, the quality of data, system flexibility, 

and speed process are the main concern. 

c. Level of data storage: The data have been processed by ETL component is stored in a data 

warehouse which is usually implemented using traditional database management systems 

(RDMS). RDMS is designed to support the transaction process, in contrast to the focus on the 
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subject of data warehouse, a variant of time and stored in an integrated way. Star schema and 

snowflake schema data warehouse is the most popular. Whatever scheme is used, the type of 

data warehouse tables are fact tables and dimension tables. 

d. Level of analytical: Based on data warehouse, various types of analytical applications have 

been developed. The system of business intelligence supports 2 basic types in analytical 

function: reporting and online analytical processing (OLAP). The function of reporting 

provides managers various types of business reports such as sales report, products report, and 

human resources report. Report is produced from operating queries into data warehouse. 

Generally, data warehouse queries have been defined by data warehouse developer. Reports 

that have been made by business intelligence’s system typically have static format and contain 

exact type of data. 

e. Meta data management: Metadata is a distinctive data concerning other data, such as data 

sources, data warehouse saving, business regulations, access authorization, and how data is 

extracted and transformed. Metadata is very important in producing accurate and consistent 

information and system maintenance. The management of metadata influences all process from 

plan, develop, test, deployment and the use of business intelligence system. 

 

3.   Banking Industry and BI Necessity 

 The implementation of business intelligence in banking industry is the key success in making 

the main business activities effective and efficient. It has the ability in obtaining, managing, and 

analyzing the data of customers, products, services, operational activities, suppliers, and partnerships in 

a very large numbers. The role of business intelligence in business activities can provide more personal 

services towards customers and radically increases the service quality from the bank. Banking product 

managers compete in designing products and services that can answer every need in certain segment 

(Sundjaja 2013). 

 The knowledge extraction and latent patterns detection from big databases, cause business 

intelligence in banking by using methods like data mining, pattern processing and machine learning. 

The intelligent data will play significant role if they are based on comprehensive and complete 

customer information in business intelligence database. In today’s changing and competitive business 

environment, access to timely, regular, summarized and simple information has a strategic role in 

financial functions like anticipation, business analysis and decision making (Tavallei 2015).In the other 

words, access to appropriate information in appropriate time can supply appropriate tools to reach the 

bank goals. The business intelligence systems are a necessity to acquire knowledge through enormous 

data for banking industries to survive and attract customers (Tavallei 2015). 

 

 4.   Business Intelligence in Banking Industry  

 According to (Panja 2014) Business Intelligence in Banking Industry consists of: 

a. Financial and operational performance management 

 In order to increase profitability, banks are planning and looking at corporate 

performance goals. They are then determining about their internal and external processes align 

with corporate strategy to track their progress toward reaching their goals. MicroStrategy’s 

architecture allows banks to integrate and cross-reference huge amounts of information from 

multiple sources to determine how the different variables affect each other and the bank’s 

overall financial health. MicroStrategy’s business intelligence techniques help banks to set 

financial performance goals and to monitor their financial portfolios.  

   Related areas with financial and operational performance management are corporate 

performance goals, corporate strategy, financial performance goals, business performance, 

performance budgeting, and performance measurement. 

b.  Customer profitability management 

 With high customer turnover rates, banks are working hard for identifying their most 

profitable customers for targeted retention efforts. MicroStrategy’s in-depth analytical 

capabilities allow banks to analyze customer profitability by individual, household, account 

type, branch bank, or other factors. Thus, with the concept of banking intelligence, banks can 

predict customer attrition rates and develop effective marketing campaigns based on analysis of 

customers’ behaviours and preferences. In addition, by identifying customers’ service needs, 
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banks can offer and direct customers to the channels and products that best meet those needs, 

as well as acquire new customers with targeted marketing efforts.  

 Related areas with customer profitability management are customer relationship 

management (CRM), customers’ behaviours, customers’ service needs, marketing, customer 

satisfaction, customer care, customer profiling, and customers’ segmentation. 

c. Profitability management 

   MicroStrategy’s unified architecture allows actuarial and risk analysis across multiple 

sources, offering simplified reports and drill-down capabilities for the most in-depth and 

accurate risk analysis, as well as the analysis of any relationships that indicate risk trends. 

Related areas with profitability management are risk analysis, asset and liability management. 

  Bank asset and liability management (ALM) is a process of managing a bank’s 

liabilities and receivables, aimed at establishing profit and risk balance, establishing a relation 

between the liabilities and receivables, and controlling the impact of risk on the bank’s 

operations and financial results (Ubiparipović 2011). 

d. Credit analysis 

  Business intelligence provides easy tracking of operational costs, allowing companies 

to create smart business strategies and set achievable internal goals. Plus, MicroStrategy’s 

unique centralized administration and security optimizes IT resources and operational 

efficiency. These capabilities reduce costs and allow companies to easily monitor expenses. 

  Related areas with credit analysis are credit card analysis, administration and security 

optimizes, credit scoring. 

e. Regulatory compliance 

  Business intelligence allows banks to identify activities related to fraud and predict 

potential fraud before it occurs. MicroStrategy’s in-depth analytical capabilities help banking 

companies recognize fraud before paying fraudulent charges, reducing losses due to fraud and 

improving recovery rates. 

 Related areas with regulatory compliance are activities related to fraud, predict potential fraud, 

and fraud prevention. 

f. Operations management 

  Banks can grow their profit margins by increasing the efficiency of their internal 

operations. MicroStrategy’s unique business intelligence architecture allows banks to analyze 

employee and branch information across multiple sources to increase productivity and set 

performance goals. In addition, consolidation allows banks to identify areas where they can 

streamline processes and cut costs. Banks can also enhance performance and shareholder value 

with timely reporting and monitoring systems that help them develop the most optimal and 

realistic budgets and strategic plans.  

  Related areas with operations management are efficiency of internal operations, timely 

reporting, monitoring systems, develop the most optimal, and process management. 

g. Social Business Intelligence 

 Social business intelligence refers to the creation, publishing and sharing of custom 

business analytics reports and dashboards by end users of Cloud technologies. Social or 

collaborative BI is the use of Enterprise 2.0 tools and practices with business intelligence 

outputs for the purpose of making collective decisions. First enabled by the rapid growth of 

social media networks in 2009, Social BI allows for the collaborative development of post user-

generated analytics among business analysts and data mining professionals. This has removed 

previous barriers to self-service BI while still employing traditional analytics applications. 

 Social BI can also be interpreted as providing business intelligence based on social 

networks data. The reports and visualizations made using social media represent what people 

are talking about in real time. Pulling data from different social media and preparing 

understandable reports will help company to decide upon further steps.  

 Related areas with Social Business Intelligence are social networks data, analytics 

among business analysts and data mining professionals, reports based on social media 

h. Uses of Data Mining in Business Intelligence 

  Currently, huge electronic data repositories are being maintained by banks and other 

financial institutions. Valuable bits of information are embedded in these data repositories. The 
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huge size of these data sources make it impossible for a human analyst to come up with 

interesting information (or patterns) that will help in the decision making process. A number of 

commercial enterprises have been quick to recognize the value of this concept, as a 

consequence of which the software market itself for data mining is expected to be in excess of 

10 billion USD. This note is intended for bankers, who would like to get aware of the possible 

applications of data mining to enhance the performance of some of their core business 

processes. In this note, the author discusses broad areas of application, like risk management, 

portfolio management, trading. 

  Related areas with uses of data mining in business intelligence are decision making 

process, risk management, portfolio management, trading, and targeting. 

 

The following discussedis distribution of 20 journals and some areas that related to banking 

intelligence. 

 

Table 1. Distribution in each journal about Business Intelligence in Banking 
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ment 

(CRM), 

customers’ 

behaviors, 

customers’ 

service 

needs,mark

eting, 

Customer 

Satisfaction

, customer 

care, custo-

mer profi-

ling,custom

er segmen-

tation. 

Risk 

analysis

, Asset 

and 

Liabili-

ty 

Manage

ment 

Credit 

card 

analysis, 

administra

tion and 

security 

optimizes 

credit 

scoring 

Activities 

related to 

fraud, 

predict 

potential 

fraud, fraud 

prevention  

Efficiency 

of  internal 

operations, 

timely 

reporting,  

monitoring 

systems, 

develop the 

most 

optimal, 

process 

manage-

ment 

Social 

networks 

data, 

analytics 

among 

business 

analysts 

and data 

mining 

professi-

onals, 

reports 

based on 

social 

media 

Decision 

making 

process, risk 

manage-

ment, 

portfolio 

manage-

ment, 

trading,  

and, 

targeting,  

1. 
Moro 

(2014)   1   1 1     1 

2. 
Sundjaja 

(2013)   1   1 1     1 

3. 
Radmehr 

(2015)   1   1 1     1 

4. 
Ubiparipo

vić (2011) 1 1 1   

 

    1 

5. 
Croatian 

(2007)   1 1 1       1 

6. 
Moçka1 

(2015)   1           1 

7. Hu (2010)               1 

8. 
Najrni 

(2010)               1 

9. 
Rao 

(2011) 1 1     1     1 

10. 
Ouda 

(2016) 1 1 1   1     1 

11. 
Kekwalets

we (2016) 1             1 

12. 
Tavallei 

(2015)   1       1   1 

13. 
Butcher 

(2009)         1 1   1 
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No 

Resear-

chers 

Financial and 

Operational 

Performance 

Management  

Customer 

Profitability 

Manage-

ment 

Profita-

bility 

Manage

ment 

Credit 

Analy-sis 

Regulatory 

Compliance 

Operations 

Manage-

ment 

Social 

Business 

Intelli-

gence 

Uses of Data 

Mining in 

Business 

Intelligence 

 

Corporate 

performance 

goals, corpo-

rate strategy, 

financial  

performance 

goals, busi-

ness perfo-

rmance, 

performance 

budgeting, 

and perfor-

mance mea-

surement 

Customer 

relationship 

manage-

ment 

(CRM), 

customers’ 

behaviors, 

customers’ 

service 

needs,mark

eting, 

Customer 

Satisfaction

, customer 

care, custo-

mer profi-

ling,custom

er segmen-

tation. 

Risk 

analysis

, Asset 

and 

Liabili-

ty 

Manage

ment 

Credit 

card 

analysis, 

administra

tion and 

security 

optimizes 

credit 

scoring 

Activities 

related to 

fraud, 

predict 

potential 

fraud, fraud 

prevention  

Efficiency 

of  internal 

operations, 

timely 

reporting,  

monitoring 

systems, 

develop the 

most 

optimal, 

process 

manage-

ment 

Social 

networks 

data, 

analytics 

among 

business 

analysts 

and data 

mining 

professi-

onals, 

reports 

based on 

social 

media 

Decision 

making 

process, risk 

manage-

ment, 

portfolio 

manage-

ment, 

trading,  

and, 

targeting,  

14. 
Singh 

(2009) 1 1             

15. 

Taneja 

( 2014) 

 1 1             

16. 
Vaidya 

(2014)               1 

17. 
Khan 

(2013) 1 1 1   1     1 

18. 
Munteanu 

(2012)   1           1 

19. 
Panja 

(2014) 1 1 1 1 1 1 1 1 

20. 
Mego 

(2012)   1 1           

Total 8 15 6 5 8 3 1 17 

Importance  4 2 5 6 3 7 8 1 

Source: Processed data, 2017 

 
Based on the table above, the following illustration is the framework for our research based on 20 

journals 
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Figure 2. Research Framework 

Source:Processed data (2017) 

 

THE METHODOLOGY    

 
The following is description of journal distribution we studied based on discussion of the Architecture 

of BI and year of publication. 

 

Table 2 

Journal Distribution based on Architecture of BI and Year of Publication 

 

No 

Researchers 
Business 

Intelligence Year 

 

Architecture 

of  BI 

I 

 (2007-2009) 

II  

 (2010-2012) 

III    

(2013-2016) 

1. Moro (2014) 0     1 

2. Sundjaja (2013) 1     1 

3. Radmehr (2015) 1     1 

4. 
Ubiparipović 

(2011) 1   1   

5. Croatian (2007) 1 1     

6. Moçka1(2015) 1     1 

7. Hu (2010) 0   1   

8. Najrnil (2010) 0   1   

9. Rao (2011) 1   1   

10. Ouda (2016) 1     1 
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No 

Researchers 
Business 

Intelligence Year 

 

Architecture 

of  BI 

I 

 (2007-2009) 

II  

 (2010-2012) 

III    

(2013-2016) 

11. Kekwaletswe (2016) 0     1 

12. Tavallei (2015) 0     1 

13. Butcher (2009) 0 1     

14. Singh (2009) 0 1     

15. Taneja ( 2014) 0     1 

16. Vaidya (2014) 1     1 

17. Khan (2013) 0     1 

18. Munteanu (2012) 0   1   

19. Panja (2014) 0     1 

20. Mego (2012) 0   1   

Total  8 3 6 11 

  Source: Processed data, 2017 
  

 This research used 20 journals related to business intelligence in banking industry and 2007 

until 2016 as years of publication. This research studied and explored the importance of business 

intelligence in banking industry. 

 Based on the table above there are 8 of 20 journals which discussed the architecture of BI.In 

the year’s column, it can be seen there are 11 of 20 journals included in the third category (2013-2016), 

which implied the meta analysis mostly used recent journals so it’s compatible with current condition. 

Following is the visualization of architecture business intelligence systems. 

  

DISCUSSION 
Based on table 2, it presented various points that often appear as the importance 

implementation of business intelligence in banking. Taneja (2014) explained that business intelligence 

offers improved knowledge sharing and better awareness with participation required at all the levels it 

enhances involvement. The complexity of business intelligence depends on the size of the bank in 

terms of staff; data etc. Adoption of business intelligence is an expensive process, but the results are 

fruitful as it makes the operations cost effective. 

 From 20 journals that have been analyzed, the biggest implementation of business intelligence 

in banking industry in order to increase the competitiveness is the used of data mining as much as 17 

points. Used of data mining in business intelligence influenced decision making process ability, risk 

management, portfolio management, trading, and targeting. 

 In Radmehr (2015) it is explained that as the information and technologies revolution brought a 

digital world with huge amounts of available data, it provided us with convenience and ease of access 

to information. The implementation of mining tools has an important role to find hidden knowledge on 

large databases or the internet. The importance of this business intelligence implementation is to 

finding hidden relations and predicting future events from vast amounts of data. This uncovered 

knowledge helps in gaining completive advantages, better customers’ relationships, and even fraud 

detection. In a data mining approach for risk management in banking industry is proposed. Risk 

management can be defined as the process of identification, analysis and either the acceptance or 

mitigation of uncertainty in investment decision making which is highly applicable in banking industry 

which is about managing uncertainty related to a threat and consists of financial risk management 

(comprise market risk, credit risk, operational risk, and liquidity risk), security risk management 

(includes political risks, reputational risks, bioengineering risks, and disaster risks), and enterprise 

resource risk management. 

 Then the second largest implementation of business intelligence in the banking industry is on 

customer profitability management. Implementation in this area important to help improve of customer 
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relationship management (CRM), customer’s behaviors, customers' service needs, marketing, customer 

satisfaction, customer care, customer profiling and customer segmentation. 

 Sundjaja (2013) explained that the implementation of business intelligence in customer 

segmentation, the process becomes easier because management can easily identify customers’ 

demographic and geographic. Nevertheless, the management has to spare some time and energy if it 

wants to know about customers’ psychographic and behavior. The management has to identify 

necessary attributes such as ages, occupations, incomes, and genders. The attributes easily and 

commonly measured with RFV (recency, frequency, and value from their transactional behavior). He 

concluded that fulfilling the needs of customers becoming more complex and the efficiency of business 

processes with automation, operational activities, need supports in system information. It should be 

integrated into business intelligence system so that the management obtains up-to-date information and 

insight from historical data. 

 The third largest implementation of business intelligence in banking is on regulatory 

compliance. The implementation in this area can help supervise activities fraud related, predict 

potential fraud, and fraud prevention. Ouda (2016) explained that based on the clients’ characteristics, 

with banking intelligence the financial company can predict loan payment, analyzing customer credit 

policy, classification and clustering of customers for targeted marketing, and detection of money 

laundering and other financial frauds. In addition, based on historic data, financial company may define 

characteristics of clients who could use additional services, as well as methods of detecting potential 

bad debtors. 

 As the previous point, financial and operational performance management becomes another 

reason for theimportance of banking intelligence implementation. Implementation in this field can 

affect corporate performance goals, corporate strategy, financial performance goals, business 

performance, budgeting performance and performance measurement since its related.Rao (2011) 

explained that business intelligence would centralize the customer’s information of bank, providing 

valuable insight (e.g. historical analysos, performance analysis, what if analysis, profit analysis, 

executive dashboards for managing customer relationship) throughout the organization, to improve the 

efficiency and provide better customer support. This would enable all the employess of the bank, to 

obtain all the relevant information from a single source the business intelligence systems, in order to 

carry out their business. In journal he concluded that bank will be able to manage explicit information 

and thereby transform the information to knowledge which in turn can help bank in making better 

decisions and lead them to be in a better position in contemporary business competitive environment. 

This integration will not only facilitate the capturing and coding of knowledge but also enhances the 

retrieval and sharing of knowledge across the bank to gain strategic advantage and sustain in 

competitive market. 

 The next one is the implementation of banking intelligence on profitability management which 

helps risk analysis and asset-liability management.Panja (2014) explained that business intelligence 

helps micro Strategy’s unified architecture, allows actuarial and risk analysis across multiple sources, 

offering simplified reports and drill-down capabilities for the most in-depth and accurate risk analysis, 

as well as the analysis of any relationships that indicate risk trends. 

 Sixth point in the importance of banking intelligence is in the field of credit analysis. The 

implementation in this field can facilitate related to credit card analysis, administration and optimizes 

security, and credit scoring. Moro (2014) research results show that credit in banking is clearly the 

main application trend, particularly predicting risk and thus spporting credit approcal or denial.Panja 

(2014) also explained that business intelligence provides easy tracking of operational costs, allowing 

companies to create smart business strategies and set achievable internal goals. 

 The seventh one is the implementation on operations management. Implementation in this area 

can help related with efficiency of internal operations, timely reporting, monitoring systems, and 

develop the most optimal process management. Banks can grow their profit margins by increasing the 

efficiency of their internal operations. Micro Strategy’s unique business intelligence architecture allows 

banks to analyze employee and branch information across multiple sources to increase productivity and 

set performance goals (Panja 2014). 

 And the last point in the importance of banking intelligence is the implementationon social 

business intelligence. Implementation in this area might help related to social networks facilitate the 

data, analystics among business analysts and data mining professionals as well as reports based on 
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social media.Panja (2014) explained that social business intelligence might visualize reports based on 

social media will be of help for companies to get efficient feedback and act accordingly. 

 Based on table 2 it can also be seen that research related to social business intelligence in 

banking is still remain low. When in fact, we know that social media has a significant impact in most of 

people. 

 

CONCLUSION 
 Access to appropriate information in appropriate time can supply appropriate tools to reach the 

bank goals. The business intelligence systems are a necessity to acquire knowledge through enormous 

data for banking industries to survive and attract customers. From 20 journals that have been reviewed, 

it can be concluded that the top three importance of banking intelligence implementation can be seen in 

data mining, customer profitability management, and regulatory compliance. The importance of data 

mining as business intelligence implementation is to finding hidden relations and predicting future 

events from vast amounts of data. It can help banking operational by finding hidden relations, and 

predicting future events from vast amounts of data. Second one is banking se incustomer profitability 

management. Customer profitability management are related to customer relationship management 

(CRM), customers’ behaviours, customers’ service needs, marketing, customers’ satisfaction, customer 

care, customer profiling, and customer segmentation. This implementation help the management to 

easily identify customers’ demographic and geographic. The last one is banking implementation in 

regulatory compliance. Regulatory compliance is related to fraud, predict potential fraud, and fraud 

prevention. Furthermore, this implementation helps company to define characteristics of clients who 

could use additional services, as well as methods of detecting potential bad debtors. 

 Based on 20 journals that have been reviewed, it can be concluded that research related to 

social business intelligence in banking is still remain low. It is suggested to develop its’ implementation 

since it has great potential. Such as using social media asa real time banking promotional media. This 

paper limited in no specific banking industry type or location so the problem analyzes still in general 

which probably different bank, difeerent needs. 
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ABSTRACT 
This study aims to investigate whether the number of ATM machines and the number of switching 

networks affect the non-interest income (Fee Based Income) and performance of a bank. The 

performance of a bank is represented by the ratio of ROA. The data used for this research are financial 

statements from Indonesian commercial banks that have go public, data from banking magazines and 

data from each bank's page. The number of samples from this study are 30 commercial banks that listed 

in IDX.This study uses analyticalsoftware SPSS version 23 and AMOS version 22. The results of this 

study are the (1) the number of ATM machines has no significant effect on Fee Based Income, (2) the 

number of switching networks has a significant affect toward Fee Based Income, and Fee Based Income 

has no significant effect on the bank return on investment. 

 

Keywords: ATM, switching network, Fee Based Income, ROA. 

JEL codes: G21, O33, M21 

 

INTRODUCTION 
In the development of banking and in line with rapid technological developments, the banking 

industry is also gradually improving technology-based services to facilitate customers in transactions. 

The banking industry as an industry that manages funds from the public will feel very important in 

creating ease of transactions forthe customers, one of them by creating payment instrument using cards 

orcalled APMK (Alat Pembayaran Menggunakan Kartu) which has been regulated in Bank Indonesia 

Regulation, Bank Indonesia Circular Letter no. 11/10 / DASP dated April 13, 2009 regarding 

Implementation of Card-Based Payment Instrument Activity. 

In the emergence of APMK, it will automatically also appear ATM network company or so-

called switching company that will handle the connection and needs required in the implementation of 

APMK. The company is working with banks in Indonesia. So far, ATM interconnection company is 

principally (fundamentally) in Indonesia, hereinafter referred as switching company. In the research, 

there is 3 switching companies that have operated and already have license from Bank Indonesia, that is 

PT. Artajasa Pembayaran Elektronis which manage ATM Bersama network, PT. Rintis Sejahtera who 

manages Prima ATM network, and PT. Daya Network Lest which manages Alto ATM network. But in 

the year 2017 has been present new principal switching company that is PT. Telkomsigma or Himbara - 

ATM Link, which has operated an ATM network of state-owned banks, namely Bank BRI, Bank 

Mandiri, BNI and Ban BTN for approximately seven years. Himbara_Link was formed in order to 

realize the plan of Bank Indonesia in developing interconnection and interoperability of payment 

systems in Indonesia. In accordance with the Press Release of Bank Indonesia on December 21, 2016, a 

press release on "Develop Interconnection and Interoperability of Payment System with National 

Payment Gateway (NPG)" at the same time signing a Memorandum of Understanding conducted by four 

banks and three national principal switching companies. The press release was delivered by Mr. Tirta 

Segara as Executive Director of the Communication Department of Bank Indonesia. 

The development of NPG in Indonesia is aimed at improving efficiency and security in the 

payment system, taking into account the national interest. NPG is expected to overcome the problems in 

the payment system in Indonesia today. First, the infrastructure of the payment system is still inefficient, 

due to the limitations of interconnection and interoperability between the principals. Second, the 

security risks that arise as the management of transaction data security is done bilaterally between 

principals. Third, the processing of domestic debit transactions that have not been fully done in the 

mailto:diaragasari@gmail.com
mailto:emmyindra@gmail.com
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country.But it turns out that in the development of NPG, which at first Bank Indonesia designed that 

will give birth superswitch, the design changed into NPG design with interconnection between 

switching. In accordance with that conveyed by BI Governor Agus D.W. Martowardojo is "BI's decision 

to design interconnection switching instead of forming a superswitching as we appreciate the investment 

commitments that the industry has provided in developing the payment system in Indonesia". 

The development of ATM network is considered very necessary to do in banks in Indonesia 

because it can be seen that banking activities in terms of APMK seen from year to year increasing due 

to the increasing number of people who use and utilize this service. As shown in the table below. 

 

Tabel 1. APMK Development 

Card-Based Payment Instrument developments 

Description OCT-15 2015 OCT-16 YOY(%) YTD(%) 

Total Instrument 

APMK 

Credit Card  (Million) 16,7 16,86 17,23 2,87 2,17 

ATM Card  (Million) 7,23 7,33 8,10 12,03 10,50 

ATM+Debit Card (Million) 110,85 112,95 124,59 12,40 10,31 

Total 134,83 137,14 149.92 11,19 9,32 

Card Transaction 

ATM/Debit Card Transaction 

VOLUME (Million) 3.757,84 4.574,39 4.273,89 13,73  

NOMINAL (RpTrilion) 4.020,93 4.897,79 4.617,86 14,85  

Credit Card Transaction 

VOLUME (JMillion) 230,74 281,33 250,36 8,50  

NOMINAL (Rp Trilion) 230,89 280,54 230,90 0,00  

Infrastructure 

APMK 

ATM Machine 94.699 99.286 102.428 8.16 3.16 

EDC Machine 988,887 1.005.193 1.068.187 8,02 6,27 

Total MERCHANT 565.748 567.554 610.827 7,97 7,62 

Source: taken from Infobank magazine no.458-January 2017-vol XXXVIII (sourced from OJK and processed 

by Infobank) 

 
In the table note that the development of APMK usage in banking transactions has increased 

quite high. APMK development is also certainly will affect the income or return bank. The source of 

bank income earned by banks for products and services provided to the public consists of two, namely 

interest income and non-interest income. Interest Income (Interest Income) is the income earned in the 

form of interest on the granting of credit as the channeling of funds to the public, either individuals or 

business entities as well as placement of funds to other banks. Fee Based Income is the provision, fee or 

commission income earned by the bank which is not an interest income. This revenue can also be 

obtained from product marketing and banking services transactions for example (administrative costs, 

shipping costs, invoicing costs, fees and commissions, fee fees, rental fees. 

In periods where banking is experiencing a period of famine, the income from interest rates are 

decreasing which may be due to bad debts, the banks in Indonesia should make efficiency and increase 

the income from this fee-based income (Karnoto Mohamad 2017).It is clear that income from fee-based 

income can not be underestimated. The increase in APMK usage will lead the banks in service 

improvement and service expansion in terms of APMK and accompanied by increased fee-based 

income. This expansion will also lead to bank membership of switching companies that provide ATM 

network interconnection services. Where more and more banks are connected with switching, the wider 

access will be enjoyed by their customers and will also increase fee base income on the side of revenue 

from services. But of course banks also have to pay membership fees and switching company 

operations. Where the ATM terminal is an infrastructure that per unit requires an investment of about 

Rp.100,000,000, and operational and maintenance costs are not small (Karnoto Mohamad 2017). 
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This research is generally wanted to analyze the effect of Bank Indonesia regulation on NPG creation on 

bank earnings and performance. In this study, NPG represented many network switching owned by a 

bank. The study was conducted in banking companies belonging to members of the switching principal 

network appointed by Bank Indonesia and switching network companies in Indonesia. In detail the 

problems to be studied in this research isto examine first whether the number of ATM machines of the 

bank affect the fee-based income, secondly whether the amount of ATM switching network membership 

of the bank affects the bank's fee-based income, and the third whether the fee-based income ) The bank 

affects the performance of the bank 

 

LITERATURE REVIEW  
The Bank is a financial intermediary institution generally established with the authority to 

accept deposits of money, lend money, and issue promissory notes or banknotes (Hoggson, N. F. (1926) 

Banking Through the Ages, New York, Dodd, Mead & Company). In running the operasionlnya bank 

will often interact with customers' money and indirectly the bank has recording transactions of the entire 

flow of money from customers. 

The plastic card is basically a card issued by a particular bank or company that can be used as a 

means of payment for the transaction of goods or services, guaranteeing the validity of checks issued, 

and for withdrawing cash (Dahlan Siamat (2005: 633)). eThe use of credit card terms actually causes 

confusion because the term is often meant also for other types of cards that are not always related to 

credit card functions. Therefore the exact term used is a plastic card (plastic card) (Dahlan Siamat 

(2005: 633)). 

The use of plastic cards in Indonesia is said to be relatively new, but has been widely used as a 

payment instrument since the 1980s. After the deregulation of December 20, 1988, the credit card 

business was classified as a finance services group based on the decision of the Minister of Finance 

No.1251 / KMK.013 / 1988 dated December 20, 1988. Citibank and Bank Duta (merger with Bank 

Danamon) Pioneered the development or socialization of the use of plastic cards in Indonesia by issuing 

Visa and Master Card, and then followed by several banks acting as publishers or managers of plastic 

cards. The types of plastic cards that have been circulated and can be used by the community as a means 

of payment in Indonesia today are Visa, Master Card, Amex Card, International Dinners, BCA Card, 

Procard, Smart Exim, Duta Card, Kassa Card and some other cards issued By the banks. Generally 

plastic cards are issued by commercial banks and finance companies. The issuance of a plastic card 

issued by the banking license will be regulated by Bank Indonesia while the finance company permit is 

granted by the Ministry of Finance. Such as Dinners Card by FIT Diners Jaya Indonesia International 

and Kassa Card by PT. Kassa Multi Finance (Dahlan Siamat (2005: 634)). Dahlan Siamat (2005: 635) 

classification of plastic cards based on function and place of validity. That is: Credit Card, Charge Card, 

Debit Card, Cash Card, Check Guarantee Card. And Dahlan Siamat (2005: 635) classifies by region, 

namely Local Plastic Card (Hero, Astra Card, Golden Truly, Garuda Executive Card) and International 

Plastic Card (Visa, Master Card, Dinners Club, Carte Blanc, American Express). Dahlan Siamat (2005: 

644) explains that the parties involved in the issuance and use of plastic cards such as issuer, Acquirer, 

Card Holder, Merchants. 

All transactions conducted and using information technology in banking will require a special 

information technology for banking called Core Banking.Core Banking is the heart of a Bank. In the 

core banking stored data of customers and their accounts and all transactions since the customer opened 

an account at the bank until it closes (www.teknologibank.com 2014). Core Banking is generally 

associated with retail banking. The core core banking function is to serve customers for funding, lending 

and deposit money. Another function of core banking is recording all transactions that occur in the 

customer's account either in the form of savings, loan, kpr, or payment transactions. Access to core 

banking can be done through many channels such as Teller (Branch), ATM, Internet Banking, Mobile 

Banking and others (www.teknologibank.com 2014). 

In addition to core banking, a vital technological element owned by the bank is ATM Switching. 

ATM Switching solution is known by different names. Although in the international world this solution 

is called EFT Switching (Electronic Fund Transfer Switch), but in Indonesia better known as ATM 

Switching. This naming is actually not appropriate because this solution is also used to drive POS / 

EDC (Electronic Data Capture). It is worth noting that the term ATM Switching refers to software used 

to drive physical channels (such as ATM and EDC), perform authorization and transaction routing, and 
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electronic data exchange. ATM Switch solutions are used to serve as a link between the bank's physical 

channels (such as branch, POS / EDC, ATM, Internet Banking and Mobile Banking) with the Core 

Banking system. The solution also handles connections to third parties such as Local National Switch 

(Artajasa / ATM Bersama, ALTO, Link, Rintis / Prima), International Switch (Visa, MasterCard, 

Amex), Payment Provider (PLN, Telkom, Airline) (www.teknologibank.com 2014). 

Research related to information technology in banking has been done by some researchers, such 

as research conducted by Ardi Hamzah (2007) which raised the theme of Business Strategy Alignment 

and Information System / Technology Strategy for the Improvement of Organization Work. In his 

research summarized in the National Seminar on Information Technology Application 2007 (SNATI 

2007) in Yogyakarta, Ardi Hamzah explained that the alignment of strategy became a topic in the 

information system which also became representative of issues that recently happened and interesting, 

especially in Indonesia. So that the bank strategy in determining the use of ATM switching network in 

support of operational implementation also become its own business strategy for the bank. Because it 

will be related to the strategy of achieving the goal (goal) of the bank and also the marketing strategy of 

the bank 

Other research related to ATM switching network has been studied by Arief Rachman Matani 

(2007), his research is themed about Bank Syariah Bank Link to Conventional Bank Syariah Perspective 

which case study conducted at Bank Muamalat Indonesia. In this study research and focus on research 

on contract and ATM network mechanism developed by Bank Muamamalat Indonesia, whether 

cooperation contracts and mechanisms have been in accordance with Islamic Shari'a. And the result is 

that the cooperation of banks with switching network companies does not affect the business processes 

of Islamic banks and conventional, so that the operational process of all banks in the use of switching 

networks is considered the same. 

Another study by Jegede C.A. (2014) with the theme of ATM and related to the bank's 

performance, entitled Effects of Automated Teller Machine on the Performance of Nigerian Banks, 

explained that his research investigated the effects of ATM on the performance of banks in Nigerian. 

His research is motivated by the astronomical challenges that must be faced from the deployment of 

ATM infrastructure and financial loss of the bank. And there is also a serious debate in relation to ATM 

technology in all countries of the world that move away from the anti-virus ATM technology which to 

better secure the security of card chips from credit fraud and debit.Conclusion taken by researchers that 

banks have to struggle to improve Layer security to defeat the tricks of web scammers, limiting the 

number of customers withdrawing at the same time, and providing electronic warnings for all 

transactions made to their bank accounts via ATM and extra provisions of the security layer that can 

prevent third parties from making cards ATMs are used by others for unauthorized withdrawals 

electronically 

So that seen from some existing research on information technology used by banking, hence 

researcher assume that research about influence of switching network to earnings and performance of 

banking have not been studied.The initial paradigm of the formation of this research framework model 

is based on the decision of BI to create and establish the concept of National Payment Gateway, which 

is BI interconnect switching. However, these switching interconnections are undergoing a lot of polemic 

that can not be realized. Then came the decision of the minister of BUMN, through its instructions to 

incorporate all the ATMs owned by the BUMN Bank to become one network, in the hope that the 

implementation through the merger of BUMN Bank made by Bank Indonesia will streamline the 

payment network infrastructure. But besides, banks in Indonesia have used several private switching 

networks, in which some banks have used switching networks of more than one switching company. 

From this idea created the idea to examine this research, namely to see the effect of the number of 

switching networks and the number of ATM machines used by banks will increase the income and 

performance of banks. Here is the framework of thought from the author. 
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Figure 1. Research Framework 

METHODOLOGY  

  
1.  Data Analysis 

The data used in this research is from the financial statements, publications of banking 

companies and from magazines. The method of data retrieval is by downloading quarterly financial 

reports per December 2016 from each bank that becomes the object, and retrieving data that has been 

published in infobank magazine January 2017 edition.This study uses purposive sampling method, and 

the population to be sampled in this study is that meet the criteria of samples that have been determined 

and then selected based on certain considerations. This study uses the method because not all banking 

companies input in the research process. The criteria of the sample are as follows: 

 A banking sector company that has been registered with Bank Indonesia as a National Commercial 

Bank in Indonesia. 

 Selected banking companies are those that are still actively operating and registered during the 

period of research during 2016 to 2017. 

 Having financial statements as per accounting standards and complete ie per annual, quarterly, and 

per monthly during 2016. The financial statements used are quarterly as of December 2016. 

 Have a positive ROA ratio. 

 The banking company has an ATM machine over 200 units of machinery that is still operating and 

can be used by all customers. 

 The banking company is registered as a switching network user in a switching network company 

registered as a principal switching organizer company at Bank Indonesia. 

Based on the above criteria, 30 banking companies are selected as the sample of this research. 

 

2.  Analysis techniques 

Data processing technique used is by using SEM technique (Structural Equation Modeling). 

Analyzer used in the form of software Microsoft Excel 2010, Statistic SPSS 23, and AMOS 22. Then in 

data processing done several stages to get result from research, that is: 

1. The data can be obtained from each source in the first collected using Microsoft Excel 2010 

software, on the collection is also obtained to get the ratio ROA (Return On Asset). 

2. Perform Test Data Normality using software SPSS 23. 

3. Conducting a Measurement Model Test using AMOS 22 software 

4. Conducting Structural Test Model using AMOS software 22. 

 

3.  Research variables 

Based on the issues to be discussed, then the specified variables are as follows: 

 

Tabel 2. Definition of Operational Variables 

Variable name Variable type Definition 

ATM(X1) Independen 

Variable 

 

The "atm" variable is the number of atm 

machines used by each company. The variable 

"atm" is measured in units of machine. Source 

obtained from Infobank magazine January 2017 

edition. 

TotalATM 

Fee Based 

Income 
Performance 

of Bank Total 

Network 

Switching 

ATM 
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Variable name Variable type Definition 

Switching 

(X2)  

Independen 

Variable 

 

The variable "switching" is the number of 

bank switching networks, which banks use 

to perform bank operational activities 

through electronic means. The variable 

"switching" is measured in membership 

count. Source obtained from Infobank 

magazine edition januari 2017 and website 

every bank. 

Nonbunga 

(Y1) 

Dependen Variable The "non-interest" variable is the nominal 

value with the rupiah unit  representing the 

amount of the bank's income earned from 

non-interest income, including fee from the 

transaction using ATM. Sources are 

obtained from the bank's quarterly financial 

statements as of December 2016 from 30 

selected banks. 

ROA (Y2) Dependen Variable The variable "roa" represents the Return In Asset 

ratio that describes the ability of the banking 

company in generating return on the management 

of the company's assets. Data from this ratio is 

derived from the quarterly financial statements of 

banks as of December 2016 from 30 selected 

banks, the unit of "roa" variables used in this 

provider is in percentage, which the manually 

calculated. The reason of choosing ROA ratio to 

represent bank performance is because of the 

profitability ratios used to measure the 

effectiveness of a company in generating profits 

by utilizing its total assets. And ATM machines 

and switching networks are included in fixed 

assets and bank inventories. 

 

 

ANALYSIS 

 

The first test before SEM testing is test the data normality. The test isuseful to determine 

the data that has been collected normally distributed or taken from the normal 

population.following the results table of Normality Test. 

 

Tabel 3. Output Normality Test 1 
One-Sample Kolmogorov-Smirnov Test 

 
Unstandardized 

Residual 

N 30 
Normal Parameters

a,b
 Mean .0000000 

Std. Deviation 1.78999125 
Most Extreme Differences Absolute .107 

Positive .090 
Negative -.107 

Test Statistic .107 
Asymp. Sig. (2-tailed) .200

c,d
 

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

In Normality test results for data variable "atm" and "switching" to variable "feebased" Asymp 

sig number is 0.200 this figure is greater than 0.05, then the data collected for variable "ATM" and 

"switching" to variable "feebased" is normally distributed data. 

 

Tabel 4. Output Normality Test 2 
One-Sample Kolmogorov-Smirnov Test 

 
Unstandardized 

Residual 

N 30 
Normal Parameters

a,b
 Mean .0000000 

Std. Deviation 1.14294053 
Most Extreme Differences Absolute .150 

Positive .150 
Negative -.107 

Test Statistic .150 
Asymp. Sig. (2-tailed) .081

c
 

a. Test distribution is Normal. 
b. Calculated from data. 
c. Lilliefors Significance Correction. 
 

And the data for the "feebased" variable on the "roa" variable the Asymp sig number is 0.081. 

This figure is also greater than 0.05, then the data collected for the "feebased"  variable on the "roa" 

variable is the normally distributed data. 

After testing the data normality, the next test is the SEM (Structural Equation Modeling) testing. 

Here are the results and output Path Diagram of the Standardized Estimates section of the research 

model. 

 

 
Figure 2.Path Diagram Output 

 

Tabel 5. Good of Fit Result 

Good of Fit (GOF) 

Index 
Cut-off Value Model Good Fit 

Chi-square (x
2
)  0,157 good fit 

Df (Degree 

Freedom) 

Positive 2 good fit 

P (probabilitas) >0,05 0,924 good fit 

RMSEA 0 0,000 good fit 

GFI >0,9 0,997 good fit 

TLI <0 atau>1 5,029 good fit 

 
From the overall calculation on the measurement Overall Model Fit and Good of Fit, it can be 

concluded that the model study made on the whole has qualified measuring and Fit. 



    Gunadarma University – Campus L2, July 25th-26 th  201 

ISBN: 978-602-9438-80-2    Proceeding UG Economic Faculty-International Conference 

204 Ragasari, Indrayani 

 

Then, after testing Data Normality and Good of Fit, the next test is Structural Model Test. It’s to 

test the relationship between constructs. The test is aims to see a significant and close relationship 

between independent variables and dependent variables. Here is the result. 
 

Tabel 6. Result of Hypothesis Test 

Hypothesis Path P Result of 

Probability 

Estimate 

H1 atm → fee based 0,867 Rejected 0,028 

H2 switching →fee based 0,006 Accepted 0,453 

H3 fee based → roa 0,477 Rejected 0,131 
 

 From the table above, it can be concluded that, the first hypothesis on the test results is the 

result that H1 on hypothesis is rejected. That is, there is no relationship / influence between variable 

"atm" with variable "fee based", with probability is 0,867 above 0,05 and number of closeness 0,028 

under 0,5. And than the second hypothesis on the test results is that H2 is accepted. This means that 

there is a relationship between the "switching" variable and the "fee based"  variable in which the 

probability is 0.006 below 0.05 and the closeness is 0.453 below 0.5. and the last hypothesis, show 

H3rejected. This means that there is no relationship between the "fee based"  variable with the "roa" 

variable in which the number of probability is 0.477 above 0.05 and the closeness is 0.131 below 0.5. 

 

CONCLUSION AND RECOMMENDATIONS 

Based on test results and analysis results the conclusion of the research is,First, the 

number of ATM machines not affect to the bank's fee based income. Second, the amount of 

switching network membership used affects the bank's fee-based income. Then the third, the 

bank’s fee based income also not affect to the performance of the bank. This research has 

answered the formulation of the problems that have been formulated before. 

For researchers to research about ATM machines and switching networks, this research is 

expected to be a reference for further research. And for further research is suggested as follows: 

a. Use data from the number of transactions performed on each bank. 

b. Add a dependent variable. Example, other profitability ratios for the determinants of 

banking performance, so that the results of the processing will vary. 

c. Increase the observation time period and observation object so the data distribution will be 

wider. And the effect of network usage will be more visible.  
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ABSTRACT 

 

Using World Bank’s 2014 Global Findex involving 1,000 respondents in Indonesia, the probit 

estimation method is applied, and find that the higher the education, the greater the probability 

of using mobile money banking in Indonesia. Although there are not significants, some results 

of this research may help and lead the regulator’s policy to make Indonesian people more 

financially included. Being a woman decreases the probability of using mobile account, but 

increases the probability of having a formal account. The older the person the greater 

probability of significantly having a formal account, but the less probability of using mobile 

account. There is no significant result due to the income characteristics against the use of 

mobile money banking in Indonesia.  

 

Keywords: Financial inclusion, Mobile money banking, probit estimation. 

 

JEL Code: G21 

 

INTRODUCTION AND RESEARCH PROBLEM 

After the 2008 crisis, the term “financial inclusion" began worldwide. It is very important for 

people in every countries in the world to be financially included. Being financially included means 

having and using enough acces to financial services. People don’t have to rely on their own financial 

capabilities anymore if they attempt to seize more economic opportunities. The very basic way to acces 

the financial services is through an account at a formal financial institution. By having a formal 

account, other financial benefits will be opened for the owners, such as starting up and expanding 

businesses, investing in better education, managing risks, and restraining financial shocks” 

(Demirgüc¸−Kunt et.al., 2015). The greater the access to financial services for both individuals and 

firms (through formal financial account), the more the income inequality reduced (Demirgüç−Kunt & 

Klapper, 2013) and the more economic growth accelerated (Demirgüc¸−Kunt et.al., 2015). 

The rapid development of technology enables an amazing blend of banking and communication 

technology, so that people can make financial transactions through their mobile phones. This can save 

time, effort, and cost when compared to having to go directly to the bank branch office to conduct 

financial transactions. So far, we couldn’t find the researches that study the factors determine the use of 

mobile money banking in Indonesia. This probably the earliest study in the field of financial inclusion 

relates to mobile money banking in Indonesia. Eventhough, we expect it contributes in providing 

insights for designing and emphasizing financial inclusion programs reforms in Indonesia. 
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METHODS 

 
We use the 2014 World Bank Global Findex with 1,000 respondents in Indonesia to examine 

what influencing the use  of mobile money banking in Indonesia. The probit estimation method is 

applied to fulfill research objectives. We use Indonesian individual characterictics data gained in the 

survey, named age, education, gender, and income, as the explanatory variables, while the use of 

mobile money banking takes part as the dependent variables. We complete the discusion with the 

determinant of the ownership of formal account (later named tradisional banking) which is the author’s 

former research (Lisara, 2017) to make a comparative analysis with current research. 

 

RESULTS AND FINDINGS 

 
The research finds that it seems the use of mobile money banking is driven by different factors than 

traditional banking in Indonesia. It is shown by the different sign in corresponding coefficient of each 

variables. But, the significant results in education characteristic has the same sign with the traditional 

one. 

 

CONCLUSIONS AND IMPLICATIONS 

 
From the result above, it could be concluded that the higher the education, the greater the 

probability of using mobile money banking in Indonesia. This result corresponds to African phenomena 

in using mobile money banking ( Zins & Weill, 2016). Although there are not significants also need 

further research, some results of this research may contributes in providing insights for designing and 

emphasizing financial inclusion programs reforms in Indonesia. Being a woman decreases the 

probability of using mobile account, but increases the probability of having a formal account. The older 

the person the greater probability of significantly having a formal account, but the less probability of 

using mobile account. Due to its early research concerning mobile money banking and financial 

inclusion in Indonesia, research limitations could be found everywhere in this paper, even it might 

require re-examination. 
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ABSTRACT 
The behavior of consumers in making purchasing decisions is important to know the producers, related 

to the purpose of this study was to determine the effect of individual factors, social, cultural and 

thnocentric to purchasing decisions clothing batik in  partially and simultaneously. This Method used 

test validity and reliability, multiple linear regression analysis, determination analysis, t test and f test. 

Obtained results,  factor of individual, social and ethnocentric partial effect and significant, whereas 

cultural factors have no effect and does not significantly influence the purchasing decision of clothing 

batik, f test result of individual factors, social, cultural and ethnocentric influence simultaneously and 

significant impact on purchasing decisions clothing  batik. 

 

Keywords: individual, social, cultural, ethnocentric, purchasing decisions 

JEL Codes:  M31 

 

 

INTRODUCTION 
 Purchasing decisions is one of the important consumer behavior in marketing. Consumer 

behavior is directly involved in the act of obtaining, consuming, and spent products and services, 

including the decision process preceding and following on this action (Engel, Blackwell and Miniard, 

1995). 

 Manufacturers need to know the factors that influence the purchase decision of products that 

the products offered can be accepted by consumers. Likewise, batik clothing manufacturers need to 

know the factors that influence the purchase decision of clothing. Batik is one of the cultural heritage 

of Indonesia. Since October 2, 2009 in Abu Dhabi, United Arab Emirates, UNESCO has officially been 

set Batik Indonesia as one of the intangible cultural heritage (The Representative List of the Intangible 

Cultural Heritage of Humanity) (Utami, 2012). 

 Several studies that discuss the many factors related to the purchase decision, including: 

Sproles and Kendall (1987) suggests the consumer decision-making styles. Consumer decision-making 

styles can be as basic segmentation of consumers (Azizi and Makkizadeh, 2012). Personality factors, 

social and cultural encourage consumer purchase intentions (Rajagopal, 2010). The self-concept has a 

positive effect on the buying behavior of female consumers (Zeb, Rashid and Javeed, 2011). Personality 

factors and purchasing decisions have a positive relationship (Hasan, Subhani and Osman, 2012). 

 Cultural background, subculture, the influence of family and social factors are used to measure 

consumer decision-making style (Mandhlazi, 2011). 

 Reference Group was found to have a positive effect on consumer buying behavior of women 

(Zeb et al, 2011). Reference group to change consumer behavior and purchasing (Mariana, Raluca and 

Graţiela, 2009). 

 Ethnocentric is a tendency that considers the values and norms of his own culture as something 

vibrant. (Shimp, 1984). There is a relationship between consumer ethnocentrism and intention to buy 

domestic products (Silili and Karunarathna, 2014). 
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Formulation of the problem 

 Based on these reasons, the problem can be formulated as follows: 

a.  What factors influence individual, social, cultural and ethnocentric on purchasing decisions 

clothing motif batik  by partial? 

b. What factors influence individual, social, cultural and ethnocentric on purchasing decisions 

clothing motif batik  by simultaneously? 

 

Scope of problem 

Batik is referred to in this study is  batik made with stamp tool for adult clothing  
 

Research purposes 

a.  To determine the effect of individual factors, social, cultural and ethnocentric on purchasing 

decisions clothing batik  by partial. 

b. To determine the effect of individual factors, social, cultural and ethnocentric on purchasing 

decisions clothing batik  by simultaneously. 

 

Benefits of Research 

 By knowing the influence of individual factors, social, cultural and ethnocentric on purchasing 

decisions clothing batik, manufacturers are more aware of its market segment, so they can make the 

right marketing strategy. 

 

LITERATURE REVIEW  
Consumer behavior 

 Consumer behavior as an act which directly involved in obtaining, consume and spend your 

products and services, including the decision process preceding and following on this action (Engel et 

al, 1995). 

 Theory of reasoned action (TRA) developed by Fishbein and Ajzen (1975) further refined and 

developed by Ajzen (1985) with Theory of Planned Behavior (TPB).  Ajzen insert perceived behavioral 

control, an additional planning intentions and behavior (Madden, Ellen and Ajzen, 1992). Ajzen and 

Fishbein (2005) includes three factors namely personal, social, and individual information into 

perceived behavioral control. 

 

Purchasing decision 

 According to Kotler and Armstrong (2008), the purchase decision of consumers is to buy the 

most preferred brand.  Eight mental characteristics of the most basic decision making by consumers 

according to Sproles and Kendall (1987), namely: Perfectionistic Consumer, Brand Conscious 

Consumer, Fashion Conscious Consumer, Recreational Shopping Conscious Consumer, Price-Value 

Conscious Consumer, Impulsive Consumer, Confused by Overchoice Consumer and Habitual-Brand 

Loyal Consumer. 

 
Individual factors 

 According to Kotler and Armstrong (2008) concept of a person is also called a self-image. 

Personality is a unique psychological characteristics of a person that causes relatively consistent 

response and enduring to the environment itself. 

 The style is the most important attribute when making purchasing decisions. (North, Retha and 

Kotze, 2003). 

 

Social factors 

 Social class is overall rank or social status of a group of people in society in accordance with 

the values given for factors such as family background, education, employment, and income (Solomon, 

Marshall and Stuart, 2012) 

 Consumer behavior is influenced by social and cultural factors that are not controlled by the 

marketer (Chawla and Sethi, 2014). 
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Cultural factors 

 Culture is the values, beliefs, habits and tastes of a group of people (Solomon et al, 2012). 

Consumer decision-making style is different because the values of consumer culture (Leo, Bennett and 

Hartel, 2005). 
 

Ethnocentric 

 Ethnocentrism is the custom each group to consider culture as a cultural group of the most 

good. (Schiffman and Kanuk, 2008). Lifestyle with ethnocentric tendencies explain consumer buying 

behavior (Mensah et al., 2011). 

 
 Batik 

 Batik clothing is considered art. This character area specific art of ethnography, archeology, 

anthropology, tribal art, primitive art, and traditional art. (Lukman, Hariadi and Destiarmand, 2007). 

According Musman and Arini (2011). Batik Making Process, namely: 

a.  Written batik (batik tulis): using canting tool that is made of copper are formed to accommodate the 

malam (wax batik). Ends a channel / small pipe for the discharge of the night used to form an 

image on the surface of the material to be dibatik. 

b.  Stamp Batik (batik cap) is decorated with fabric or batik using canting seal media. Canting cap is a 

tool of copper in which there is the design. 

c.  Written batik and stamp (batik tulis & cap): Batik-making process can be done by using a 

combination of screen printing or wear a cap with a night or wax 

d.  Batik Printing: manufacturing techniques are relatively similar to screen printing production, ie use 

a cliche (gauze) to print batik on cloth.               

 

THE METHODOLOGY AND MODEL  
1.   Object Research, Population and Sample 

a.  Object Research 

 Objects defined in this study are the buyers and users of   stamp batik clothing. 

b.  Population 

 With purposive technique of determining the population with a certain consideration. The study 

population was purchasers and users of batik clothing in the textile wholesale center  in the city 

of Jakarta and textile wholesale center in the city of Yogyakarta 

c.   Samples 

 The samples are random, with a total sample of 400 respondents. , 

2.   Data 

This study uses two types of data sources, namely: 

-  Primer: obtained directly from respondents to the questionnaire. 

-   Secondary: through literature, such as books, journals, as well as previous research pertaining 

to this writing. 

3.   Variable 

a.  Independent Variable (X) and the Dependent variable (Y) 

b.  Variable Research and  Indicators: 

-  Individual factors (X1): 1. Personality & Self Concept, 2. Lifestyle 

-  Social factors (X2): 1. Family, friends & sellers, 2. Media TV, magazines, the Internet 

-   Cultural Factors (X3): 1. Collectivism, 2. Power Distance 

-   Ethnocentric (X4): 1. Availability of products, 2. Patriotism, 3. Impact Jobs & Economy 

-   Purchase Decision (Y): 1. Consumers perfectionist, 2. Consumers are aware of the brand, 3. 

Novelty and fashion-conscious consumers, 4. Consumers are aware shopping and recreation, 

5. The value conscious consumer prices, 6. Careless & confused by the many choices. 

4.    Hypothesis 

Hypothesis as follows: 

a.  Individual factors, social, cultural and ethnocentric influence on purchase decisions 

clothing motif batik  by partial 

b  Individual factors, social, cultural and ethnocentric influence on purchase decisions 

clothing motif batik  by simultaneously 
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5.    Test and Analysis Tools 

a.  Test Validity 

b.  Test Reliability 

c.  Descriptive Analysis 

d.   Multiple Linear Regression Analysis 

e.  Testing Coefficient of Determination 

f.  Test F 

g.  Test T 

 

 

DISCUSSION AND CONCLUSIONS 
1.    Discussion  
Validity and Reliability 

Conducted on 100 respondents and processed using SPSS. 

 

Test Validity 

Validity test is done to test whether a questionnaire used as an instrument worthy of study. 

a.  If  r count > r table, then the statement declared valid. 

b.  If  r count < r table, then the statement is declared invalid. 

rtabel at the 0,05 level through the test two sides, the number of data (n) of 100 respondents, then rtabel 

= 0,195. 

 

The results show, all pernyataaan in the indicator variables X and Y are valid, because it has a validity 

value (in the column Corrected Item-Total Correlation) is more than 0.195. 

 

Test Reliability 

Reliability test questionnaire to measure the accuracy or consistent. Reliability test in this study using 

Cronbach Alpha coefficients. 

a. If rAlpha > 0,60 then Reliable 

b. If rAlpha < 0,60 then not Reliable 

The results show, all the indicators are reliable, because all rAlpha value exceeds 0,60. 

 

3.  Descriptive analysis 

Characteristics of respondents in this research include gender, age, education and income. Can be seen 

in figure 1- 4: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1. Location 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2. Gender 
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Figure 1. Age 

 

 

 
 

Figure 2.  Education 

 

 

 

 

 

 

 

 

 

 

 

 

              Figure 5. Income 

 

4.    Multiple Linear Regression Analysis 

 

Testing multiple linear regression following results 

 

Tabel 1. oefficients
a 

 

 

 

 

 

 

 

 

 

 

 

 

 a.  Dependent Variable: Purchase Decision 

 

From the results of Table 1 above is known regression equation as follows: 

Y = 0,474 + 0.256X1 + 0.367X2 + 0.047X3 + 0.188X4 

 

- Constant of 0.474 means that if there are individual factors, social, cultural and ethnocentric 

then purchasing decisions clothing batik at 0.474. 

- The regression coefficient X1 = 0.256 means: every increase of 1 unit of individual factors, 

will increase the purchasing decisions clothing motif batik of 0.256. 

- The regression coefficient X2 = 0,367 means: every one unit increase in social factors, will 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

.474 .130  3.636 .000 

.256 .039 .263 6.615 .000 

.367 .039 .415 9.426 .000 

.047 .031 .053 1.507 .133 

.188 .027 .252 7.037 .000 
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increase the purchasing decisions clothing motif batik  of 0,367. 

- X3 regression coefficient = 0.047 means: every increase of 1 unit of cultural factors, will 

increase the purchasing decisions clothing motif batik  of 0,047. 

- The regression coefficient = 0.188 X4 means: any increase ethnocentric 1 unit, will increase 

the purchasing decisions clothing motif batik of 0.188 

 

5.   Testing the coefficient of determination (R
2)

 

Table 2. Model Summaryb 

Model 

R R Square 

Adjusted R 

Square 

Std. Error 

of the 

Estimate 

Durbin-

Watson 

 1 .803
a
 0.645 0.641 0.32464 1.976 

a. Predictors: (Constant), individu, social, culture, etnosen 

b. Dependent Variable: Purchase Decision 

 

-  In Table 2 shows that the relationship between the individual factors, social, cultural and 

ethnocentric on purchasing decisions clothing  batik is strong, ie R = 0.803, or by 80.3%. 

- R Square = 0,645, 64.5% showed batik clothing purchase decisions can be explained by 

individual factors, social, cultural, and ethnocentric, rest = 35.5% explained other factors. 

-  Adjusted R Square = 0,641, showed that the contribution of the influence of individual factors, 

social, cultural and ethnocentric on purchasing decisions clothing  batik for 0,641 

- Standard Error of Estimated = 0.32464, indicates that the error that may occur in predicting the 

clothing purchase decisions clothing  batik  is at 0.32464.  

 

6.  Hypothesis testing 

 

Test F count 

 

Table 3. ANOVAb 

 

Model Sum of 

Squares df 

Mean 

Square F Sig. 

1 Regression 75.513 4 18.878 179.13 .000
a
 

Residual 41.628 395 0.105     

Total 117.141 399       

a. Predictors: (Constant), individu, social, culture, etnosen 

b. Dependent Variable: Purchase Decision 

 

Ho accepted  if  F count < F table at α = 5% 

Ha accepted  if  F count > F table at α = 5% 

Ftable value at α = 0.05, obtained Ftabel = 2.47 

In Table 3 obtained  F count = 179 130, is greater than F table, it was concluded that Ha accepted, 

meaning that together there is a positive and significant influence between the individual factors, social, 

cultural and ethnocentric on purchasing decisions batik clothing 

 

Test t count 

Test t test two directions, obtained table = 1.985 

H0 accepted if t count  < t table at α = 5% and sig. > 0.05 

Ha accepted if t count  >  t table at α = 5% and sig. < 0.05 
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table 4 

Table Comparison Value t count, t table and Significance 

Variabel t count t tabel Sig. 

Individual 6.615 1,985 .000 

Social 9.426 1,985 .000 

Culture 1.507 1,985 .133 

Ethnocentric 7.037 1,985 .000 

 

Description Table 4 as follows: 

Individual variables, social, ethnocentric has t count  greater than t table, 

with significant levels of <0.05 then Ha accepted, meaning that individual variables, social, 

ethnocentric partially positive and significant impact on purchasing decisions batik clothing. 

Cultural variables have t count smaller than t table, with significant levels > 0.05 then Ho is accepted, 

partially cultural variables have no effect and does not significantly influence the purchasing decision 

of clothing motif. 

 

CONCLUSIONS AND SUGGESTION 

1.   Conclusion 

a.  Variable Individual, social, and ethnocentric partially positive and significant impact on 

purchasing decisions  clothing  batik.Variabel cultural no effect and does not significantly 

influence the purchasing decisions clothing  batik. 

b.  Variable Individual, social, cultural and ethnocentric simultaneously positive and significant 

influence on purchasing decisions clothing  batik. 

 

2.   Suggestion 

 From the characteristics of respondents, the decision to purchase batik clothes, which is more 

dominant is women aged between 30-39 years, but not much different from the numbers until the age of 

20-29 and 40-49 years. Education S1, income Rp 2,500.001 - Rp 5,000,000, for that company should 

pay more attention to the segment by looking at individual factors, social, cultural and ethnocentric.. 

 For future studies, the researchers suggest research on written batik (batik tulis), to determine 

whether a different market segment with stamp batik (batik cap). 
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ABSTRACT 

 
The inhibited performance of banking intermediaries resulted in profitability and efficiency declines 

reflected on ROA ratio going down to 2.32% in 2015 from 2.85% in the previous year. The purpose of 

this research is to determine the influence of intellectual capital and good corporate governance on 

financial performance of banking companies registered in Indonesia Stock Exchange in 2013 to 2015 

both partially and simultaneously. Intellectual Capital is defined by the public model of Value Added 

Intellectual Coefficient (VAIC
TM

) while Good Corporate Governance is defined by Institutional 

Ownership and Independent Commissioner. The dependent Financial Performance variable is defined 

by Return on Asset (ROA). Analysis method is multiple linear regression and classic assumption test 

supported by SPSS 2.0. This research uses the data of banking companies registered in Indonesia Stock 

Exchange in 2013 to 2015 with 42 populations and 29 company samples. Based on the results, it can be 

concluded that Intellectual Capital and Good Corporate Governance simultaneously affects Financial 

Performance measured by Return on Asset (ROA). As partially, Intellectual Capital affects Financial 

Performance measured by Return on Asset (ROA) but the variables Institutional Ownership and 

Independent Commissioner do not.        

 

Keywords: Intellectual Capital, Good Corporate Governance, Institutional Ownership, Independent 

Commissioner, Financial Performance 

 

JEL Codes:   

 

INTRODUCTION 
1. Background 

 The rapidly developing economy, especially in the field of information technology, changes 

many aspects of life. Significant changes happen to business behaviour and management in Indonesia 

as well as other countries in the world. The forming of ASEAN Society of Economy in the end of 2015 

became the first chapter of economy quality development for the free market of Southeast Asia. The 

ASEAN Society of Economy has two sides of a currency for Indonesia. One side provide ample 

opportunity to prove the excellent quality of Indonesian products and resources, while the other could 

be a threat for Indonesia if the country squanders this opportunity. The existence of the free market 

could improve Indonesia's export but the country has to be aware of competition risks threatening the 

local industries in competing with superior foreign products. 
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Figure 1: Financial Performance (ROA) 

 

 It can be seen from the graph that the inhibited performance of banking intermediaries resulted 

in profitability and efficiency declines reflected on ROA ratio going down to 2.32% in 2015 from 

2.85% in the previous year. Thus, banking companies have to improve their financial performance in 

order to survive the strict competition made even more challenging by the existence of the ASEAN 

Society of Economy. 

2. Research Objectives 

 Based on the presented issues, the objectives of this research are: 

a. To analyse the influence of Intellectual Capital on the Financial Performance of banking 

companies registered in Indonesia Stock Exchange. 

b. To analyse the influence of Institutional Ownership on the Financial Performance of banking 

companies registered in Indonesia Stock Exchange. 

c. To analyse the influence of Independent Commissioner on the Financial Performance of banking 

companies registered in Indonesia Stock Exchange. 

d. To analyse the influence of Intellectual Capital and Good Corporate Governance on the Financial 

Performance of banking companies registered in Indonesia Stock Exchange.  

 

LITERATURE REVIEW  

1.   Stakeholder Theory 

The stakeholder theory is the theory that emphasises on organisation accountability way over 

financial performance or simple economy. The theory states that an organisation will voluntarily 

divulge information on environment performance and the social and intellectual aspects of the 

organisation beyond its obligation to fulfil the real expectation or standard approved by the 

stakeholder (Deegan, 2004). 

2.  Resource Based Theory 

 Resource Based Theory (RBT) is a theory that analyses and interprets organisational resources in 

order to comprehend how an organisation reaches its continuous competitive superiority. RBT is 

the new promising framework to analyse a source and its continuous competitive superiority 

(Barney, 1991; Peppard dan Rylander, 2001). 

3. Intellectual Capital 

Intellectual Capital is hard to understand, but once found and exploited, it could give an 

organisation a new resource to compete and win (Bontis, 1996). Bontis et al. (2000) generally 

states that researchers identify three main constructs of Intellectual Capital which are Human 

Capital (HC), Structural Capital (SC), and Customer Capital (CC). 

4.  Agency Theory 

According to Jansen and Meckling (1976), agency relationship is a contract between a manager 

(agent) and an investor (principal). When the agent and principal make the effort to maximise their 

respective utilities with different will and motivation, then it is a reason not to trust the agent who 

may not act based on the principal's approval.  
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5.  Good Corporate Governance 

Corporate Governance is a concept to improve company performance through supervision or 

monitoring on the management's performance ensuring its accountability towards stakeholders 

based on the frame of regulations (M. Nasution and D. Setiawan, 2007). The implementation of 

Good Corporate Governance can be seen from Institutional Ownership which is the company's 

stock owned by financial institutions such as banks, insurance companies, pension fund companies, 

and investment banks; and Independent Commissioner consisting of three main elements affecting 

the effectiveness of a hall of commissioners the most, which are independence, competence, and 

commitment. 

6.  Financial Performance 

Financial Performance is the determination of certain standards to measure the success of a 

company in making profits. Determining financial performance is influenced by some company 

qualities in making sales. A company can improve its sales and profits by creating interactive 

communications and convincing the customers. 

7. Return on Asset (ROA) 

Return on Asset (ROA) is a ratio measuring the profits made from every asset used. A company's 

capability in making profits in an opeartion is the main focus of the company's achievement 

assessment. 

8.   Banking 

Banking is everything about banks, including institutions, business activities, and processes in 

running its main function as the collector and distributor of society's funds. Banking involves 

economy democracy and the principle of awareness. 

9.   Hypotheses  

The hypotheses of this research are as follows: 

H1 :   Intellectual Capital affects Return on Asset (ROA). 

H2 :  Institutional Ownership affects Return on Asset (ROA). 

H3 :  Independent Commissioner affects Return on Asset (ROA). 

H4 :  Intellectual Capital and Good Corporate Governance simultaneously affect Financial 

Performance.  

 
RESEARCH METHODOLOGY 

1. Research Object 

 This research uses the data of banking companies registered in Indonesia Stock Exchange in 2013 

to 2015. 

2.  Data Gathering Method 

 The data used in this research is secondary in nature. It consists of yearly financial reports from 

banking companies registered in Indonesia Stock Exchange from 2013 to 2015. The data was 

acquired from the Indonesia Stock Exchange website on http:\\www.idx.co.id. Based on the sample 

criteria with the purposive sampling technique, 29 out of 42 companies are deemed fit to be the 

research sample.  

 
RESULTS AND DISCUSSION 

 Based on the data analysis, these following results are acquired: 

 
Table 1. Multiple Regression Test Results 

Model Unstandardised Coefficients 

Standardised 

Coefficients 

B Std. Error Beta 

1 (Constant) 0.004 0.006  

VAIC 0,005 0.001 0.658 

IO 0.002 0.003 0.063 

IndC -0.016 0.008 -0.160 
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From the above data, the regression equation is as follows: 
 
Y   = α + β1X1 + β2X2 + …….. +βnXn + e 
ROA  = 0,004 + 0,005 VAIC + 0,002 IO - 0,016 IndC + e 
 

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

Model R R Square 
Adjusted R 

Square 
Std. Error of the Estimate 

1 0.692 0.479 0.460 0.0062728 

 
 Based on the above results, R value is 0.692 with R-Square 0.479 which is the square value of 

0.692. Meanwhile, the value of Adjusted R
2
 is 46% (0.460). This shows that the independent variables 

(Intellectual Capital, Institutional Ownership, and Independent Commissioner) have 46% defining 

value on the Return on Asset (ROA). The remaining 54% is influenced by other variables not discussed 

in this research. 

 

Table 3. F-Test Results 

Variable(s) Calculated F F Significance Conclusion 

VAIC, IO, 

IndC,  ROA 
25.387 0.000 Influential 

 

 From the above results, F value is 25.387 with significance value 0.000. It can be concluded 

that, with 0.000 significance which is less than 0.005, the hypothesis is accepted. Intellectual Capital, 

Institutional Ownership, and Independent Commissioner simultaneously affect Return on Asset (ROA). 

 

Table 4. T-Test Results 

Variable(s) Calculated T T Significance Conclusion 

VAIC 8.270 0.000 Influential 

IO 0.735 0.465 Uninfluential 

IndC -1.874 0.064 Uninfluential 

 

1. H1. The significance value of Intellectual Capital (VAIC) towards Return on Asset (ROA) is 0.000 

(less than 0.05). H1 accepted. Intelletual Capital (VAIC) partially affects Return on Asset (ROA). 

2. H2. The significance value of Institutional Ownership (IO) towards Return on Asset (ROA) is 0.465 

(more than 0.05). H2 rejected. Institutional Ownership (IO) does not affect Return on Asset (ROA). 

3. H3. The significance value of Independent Commissioner (IndC) towards Return on Asset (ROA) is 

0.064 (more than 0.05). H3 rejected. Independent Commissioner (IndC) does not affect Return on 

Asset (ROA). 

Table 5. Summary of Research Results 

Hypothesis Statistic Result Description 

H1 

Intellectual 

Capital 

0,000 Influential 

Higher Intellectual Capital value owned by a 

company means better financial performance. 

This shows that the company is capable of 

exploiting its Intellectual Capital to add value 

to itself and improve its financial performance.   

H2 

Institutional 

Ownership 

 

 

0.465 Uninfluential 

Institutional Ownership is not directly 

involved in company operational. 
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Hypothesis Statistic Result Description 

H3 

Independent 

Commissioner 

0.064 Uninfluential 

The indirect role of Independent 

Commissioner in company management limits 

itself in improving financial performance. 

H4 

Intellectual 

Capital, 

Institutional 

Ownership, and 

Independent 

Commissioner 

0.000 Influential 

The mechanism of Intellectual Capital and 

Good Corporate Governance as a simultaneous 

variable will affect a company's financial 

performance greatly when applied properly. 

 

 

CONCLUSION AND SUGGESTIONS 
1.   Conlusion 

Based on the above explanation and the data gathered, the conclusions of this research are:  

a. Intellectual Capital (VAIC) affects Financial Performance measured by Return on Asset (ROA) 

ratio of banking companies' registered in Indonesia Stock Exchange. 

b. Institutional Ownership (IO) does not affect Financial Performance measured by Return on Asset 

(ROA) ratio of banking companies' registered in Indonesia Stock Exchange. 

c. Independent Commissioner (IndC) does not affect Financial Performance measured by Return on 

Asset (ROA) ratio of banking companies' registered in Indonesia Stock Exchange. 

d. Intellectual Capital and Good Corporate Governance simultaneously affect Financial Performance 

measured by Return on Asset (ROA) ratio of banking companies' registered in Indonesia Stock 

Exchange. 

 

2.  Suggestions 

 Based on the conclusion and limitations of this research, the following are suggested: 

a. For future researchers: 

 Use more samples found not only in conventional public banks, but also in Shari'a public banks 

with a longer period of time in order to get maximum results. Add more dependent variables in 

terms of financial performance. 

a. For investors 

 Use Intellectual Capital as a consideration in making an investment instead of considering only the 

physical aspect of a company. Pay more attention towards the Good Corporate Governance of a 

banking company to ensure supervision and monitoring on financial performance, avoiding 

violations. 

b. For banks 

 The implementation of Good Corporate Governance is an essential matter in banking. This should 

be a focus of the banking world since it shores up the advancement of banking performance greatly. 
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ABSTRACT 
 This study aims to determine the development of cost of loanable funds and base lending rate, 

to know the effect of cost of loanable funds (COLF), overhead cost (OHC), Risk Factor, Spread and 

Tax simultaneously and partially to Base Lending Rate (BLR). 

 Methods of data collection in this study by collecting secondary data, namely by finding the 

sources of financial data required through the media intenet. Data collection techniques by searching 

sources of financial data required through intenet media. The sampling technique is Census, and the 

object used is the provincial government-owned bank in Java (Bank DKI, BJB Bank, Central Java 

Bank, DIY Bank and Bank Jatim). In the analysis phase, multiple linear regression test, correlation 

test, hypothesis test through f-test and t-test. 

 The results show that the development of cost of loanable funds during the last 8 years on each 

bank has increased and decreased, it happens because the interest rate of time deposit has increased, 

and vice versa. The development of Base Lending Rate also increased and decreased due to the high 

cost of loanable funds borne by the Bank. Base Lending Rate decreases one of them is caused by one of 

base lending rate component that is Cost of Loanable Fund, it indicates that balance between low cost 

fund (savings and giro) is needed with expensive fund (time deposit and certificate of deposit) Lower 

cost of loanable funds and keep optimizing or improving risk management performance as well as 

reducing loan interest rates by lowering the cost of funds, overhead costs and risk factors. Cost of 

Loanable Fund, Overhead Cost, Risk Factor, Spread, and Tax partially and simultaneously have an 

influence on Base Lending Rate. Based on the results of the test conducted there is a strong positive 

relationship between cost of loanable funds and base lending rate. 

 

Keywords: Base Lending Rate, Cost of Loanable Funds, Overhead Cost, Risk Factor, Spread and Tax. 

JEL Codes:  G28 

 

INTRODUCTION 
 The economic slowdown of developed countries, which is the starting point of the global 

financial crisis, is rapidly creeping into the economies of developing countries. In the midst of a 

slowing global economic situation, the Indonesian economy is still able to show a positive performance 

while remaining at 6.1% at the end of 2008, despite the impact of the crisis. The inflation rate since the 

fourth quarter of 2008 has shown a declining trend in line with the decline in world oil and food 

commodity prices, although overall inflation rate in 2008 was 11.06%, far from the previous year's 

6.59%. 

  The economic slowdown will have an impact on reduced capital demand. Bank as one of the 

providers of capital, of course depends on the flow of capital turnover where the more capital is played 

the greater the Bank's profits derived from the interest generated. 

  The task of banks as collectors and distributors of funds is needed to smooth the activities of 

the real sector of the economy. The bank's activities enable people to invest, distribute and consume 

goods and services as all consumption-consumption activities are interrelated with the use of money. 

Smooth activity of investment-distribution-consumption activity is none other than economic 

development activities. Credit is one form of channeling of funds by banks to the public. 
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  In lending, the bank sets the interest rate or Base Lending Rate (BLR), which is a formula to 

calculate the amount of interest or loan services to debtors in a financial services company in 

accordance with Bank Indonesia regulation no. In order to improve profitability, banks can play Base 

Lending Rate with the Cost of Loanale Fund (COLF) to be paid by the bank for each rupiah after 

deducted by the part of funds that must be maintained by the bank as mandatory reserve. If the Cost of 

Loanable Fund of a bank is low then indirectly will result in the decrease in the amount of Base 

Lending Rate. Low Base Lending Rate allows banks to channel more credit funds. This reflects a high 

level of efficiency that can invite high public confidence in the management of the bank.  

  As a densely populated island it makes the economy centered on the island of Java. It is a 

fertile ground for the development of the banking business, because with a growing economy and 

growth will always be accompanied by high demand for capital. Problems arise when banks are 

required to increase profits. One of the bank products that can contribute profit is credit. With the 

number of banks, the competition becomes increasingly tight, especially in the provincial government-

owned banks on the island of Java. Each bank seeks to attract customers by providing low interest 

rates, with reference to the BI regulation on the formula for determining the base rate of the loan. Many 

factors affect the bank in determining the base rate of the loan, but not all factors are used by each bank 

in determining the base rate of the loan. 

 In this study the authors want to examine the factors that affect the bank in determining the 

base rate of the loan. To establish the lending rate, the bank must calculate the cost of funds and other 

costs associated with the calculation of the base lending rate. The cost of funds calculation is calculated 

based on the weighted average cost of funds approach / Weighted Average Cost of Fund approach. To 

determine the lending rate, the bank must calculate the cost of loanable funds plus other components 

such as overhead cost, risk factor, spread and tax. 

  The issues that will be discussed in this research are: (1) How is the development of cost of 

loanable funds at Bank DKI, Bank BJB, Bank Jateng, Bank DIY and Bank Jatim in 2009-2014? (2) 

How is the growth of base lending rate at Bank DKI, Bank BJB, Bank Jateng, Bank DIY and Bank 

Jatim in 2009-2014? (3) Is the cost of loanable funds, overhead cost, risk factor, spread and tax affects 

simultaneously to base lending rate at Bank DKI, Bank BJB, Central Java Bank, Yogyakarta Bank and 

Bank Jatim 2009-2014? (4) Does the cost of loanable funds, overhead costs, risk factors, spreads and 

taxes partially affect the base lending rate at Bank DKI, Bank BJB, Central Java Bank, Yogyakarta 

Bank and Bank Jatim 2009-2014? (5) What is the influence of cost of loanable funds, overhead cost, 

risk factor, spread and tax on base lending rate at provincial BUMD Bank in Java 2009-2014? 

 The purpose of this research is to know the development of cost of loanable funds and base 

lending rate at Bank DKI, Bank BJB, Bank Jateng, Bank DIY and Bank Jatim 2009-2014, to know the 

effect of cost of loanable funds (COLF), overhead cost , Risk factor, spread and tax simultaneously and 

partially to base lending rate (BLR) at Bank DKI, Bank BJB, Central Java Bank, DIY Bank and Bank 

Jatim in 2009-2014, and to know the effect of cost of loanable funds, overhead cost , Risk factor, 

spread and tax on base lending rate at BUMD Bank in 2009-2014. 

 
RESEARCH METHODS 

  In this study the object of research studied is the Banks owned by local government in Java. 

There are six provinces in Java island but there are only five banks owned by the local provincial 

government, namely Bank DKI, Bank BJB, Central Java Bank (Bank Jateng), Bank Jogjakarta (Bank 

DIY), and Bank Jawa Timur (Bank Jatim). Java is chosen as the object of research because the densely 

populated and concentrated population in urban areas has an impact on the rapid economic activity in 

the region supported by adequate infrastructure and economic resources available compared to other 

areas, which is the consideration of the authors and Chosen because the island of Java reflects the 

economic condition of Indonesia in general. 

 Data analysis conducted by the authors include systematics as follows: Calculate the cost of 

loanable funds from various sources of third party funds. To calculate cost of loanable funds, the 

method of analysis used is the weighted average cost of funds (WACOF) method. The formula used is 

as follows: 
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Table 1. Calculation of Cost of Funds with WACOF method 

No 

Sumber 

Dana 

 

 

1 

Jumlah 

Dana Rp 

 

2 

Komposisi 

% 

 

 

3 

Tk. Suku 

Bunga/ 

thn % 

 

4 

GWM 

% 

 

 

5 

Bunga Efektif 

% 

 

 

6 

Kontribusi 

Biaya Dana  

% 

 

3 x 6 = 7 

1. Giro Xx Xx Xx 8 
100/100-8 x 

kolom 4 

Kolom 3 x 

kolom 6 

2. Tabungan Xx Xx Xx 8 
100/100-8 x 

kolom 4 

Kolom 3 x 

kolom 6 

3. 
Dep. 

Berjangka 
Xx Xx Xx 8 

100/100-8 x 

kolom 4 

Kolom 3 x 

kolom 6 

 
TOTAL Xx Xx Cost Of Loanable Funds 

  

 To calculate the amount of base lending rate in addition to cost of loanable funds also required 

calculations of other components, such as: 

 

1. Overhead Cost 

 

2. Risk Factor 

 

 

 

 

3. Spread 

 

 

 

 

 

4. Base Lending Rate 

  

Base Lending Rate:  

COLF    =  xxx % 

Overhead Cost  =  xxx %  

Risk Factor  =  xxx %  

Spread   =  xxx %  

Tax    =  xxx %+ 

Base Lending Rate =  xxx % 

 

 

  After cost of loanable funds, overhead cost, risk factor, spread, tax and base lending rate are 

known then tested by using correlation test to find out whether or not and how far the relationship 

between variables, multiple regression test to determine the effect of the relationship between variables 

to test the hypothesis , F-test to determine the effect of simultaneously the five variables X to the 

variable Yand t-test to determine the partial influence of the five variables X to the variable Y. 
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RESULTS AND DISCUSSION 
 In this study the data used are the local government-owned banks in Java Island and there are 

only five state-owned banks, namely Bank DKI, Bank BJB, Central Java Bank (Central Java Bank), 

Bank Jogjakarta (Bank DIY), and Bank Java East (Bank Jatim). For 6 years, starting from 2009-2014. 

The data is based on the financial statements of the five regional banks, taking into account the cost of 

loanable funds, overhead costs, risk factors, spreads, taxes and base lending rates. 

 

1.   Calculation and development of Cost of Loanable Funds with WACOF method 

  

The following table of development of Cost of Loanable Fund in 2009-2016 Provincial Banks in Java: 

 

Table 2. Calculation of Cost of Loanable Fund Year Bank DKI 2009 

SUMBER 

DANA 

JUMLAH 

DANA (Rp) 

KOMPOSIS

I (%) 

TINGKAT 

SUKU 

BUNGA 

(%) 

GWM 

% 

BUNGA 

EFEKTI

F (%) 

KONTRIBUS

I BIAYA 

DANA (%)  

Giro  6192448 49.89 3.96 8 4.30 2.15 

Tabungan 2553649 20.57 2.62 8 2.85 0.59 

Deposito 

Berjangka 3666161 29.54 8.09 8 8.79 2.60 

Total 12412258 100.00 Cost Of Loanable Funds 5.33 

 

 Table 2 shows one of the calculations of Cost of Loanable Fund at Bank DKI in 2009 with the 

weighted average cost of funds (WACOF) method. 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1 Development of the Cost of Loanable Fund 
Source: Financial Report as of December 31, 2009-2016 Provincial bank in Java, data is processed.. 

  

 From the calculation of cost of loanable funds by using WACOF method and the above graph 

can be seen in 2010 cost of loanable funds is very high, this happens because of high interest rates in 

the year, which causes Bank Jateng must bear the cost of funds high enough at Year at 6.80%. Of the 

total funding sources in 2010, the total amount of funds collected amounted to Rp 339,277 million. 

 

2.   Calculation and development of Overhead Cost (OHC) 

 

Overhead CostBank DKI periode 31 Desember 2009. 

 The following table calculates the overhead cost of one of the provincial banks in Java, namely 

Bank DKI period 2009-2016. 

 

 

 

 

Below the development chart of Overhead 
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Cost in 2009-2016 Provincial Banks in Java: 

 

Table 4 

Calculation of Overhead Cost of Bank DKI Year 2009 

                                             (in million rupiah) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Source: Financial Report as of December 31, 2009-2016 Provincial bank in Java, data is processed.. 

  

 

 

 

 

 

 

 

 

 

 

 

Figure 1 Development of theOverhead Cost 
Source: Financial Report as of December 31, 2009-2016 Provincial bank in Java, data is processed.. 

 

 Figure 2 shows that the largest Overhead Cost in 2009 was experienced by BJB Bank at 6.29%, 

while the largest Overhead Cost in four other banks, experienced in 2010 were Bank DKI, Bank Jateng, 

Bank DIY and Bank Jatim each 9,08%, 6.61%, 7.00% and 8.18% respectively. 

 

3.   Calculation of Risk Factor development 

 There are several measurements to determine the company's Risk Factor, but this study uses the 

calculation by comparing the allowance for loan losses with the loans. 

 

Bank DKI Risk Factor for the period of December 31, 2009.   

 

 

 

 

 

 

The following table calculates the Risk Factor one of the provincial banks in Java, namely Bank DKI 

period 2009-2016. 

 

 

 

Tahun 

Total Biaya  

(Non 

Bunga)  

(Rp) 

Aktiva 

Produktif  

 

(Rp) 

Overhead 

Cost (%) 

2009 672.227 11.846.029 5,67 

2010 898.472 9.896.622 9,08 

2011 786.379 13.291.282 5,92 

2012 927.042 19.007.622 4,88 

2013 1.080.104 27.119.702 3,98 

2014 1.135.103 31.468.063 3,61 

2015 1.628.147 69.286.938 2,35 

2016 1.472.088 69.509.850 2,12 
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Table 5. Calculation of Risk Factor of Bank DKI Year 2009 

                                        (in million rupiah) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 3. Growth of Risk Factor 

Source: Financial Report as of December 31, 2009-2016 Provincial bank in Java, data is processed.. 

 

 Figure 3 shows that the development of Risk Factor in BUMD Banks for the last six years, the 

largest experienced by Bank DKI in 2009 amounted to 3.45%, with allowance for loan losses of Rp 

233,685 million and loans amounting to Rp 6,769,819 million. Meanwhile, the smallest Risk Factor 

experienced by Central Java Bank is 0.48% in 2014 with allowance for loan losses of Rp 124,384 

million and loans amounting to Rp 25,919,583 million. 

 

4.  Spread development calculation 

Spread Bank DKI for the period of 31 December 2009.   

 
 The following table calculation Spread one of the provincial banks in Java, namely Bank DKI 

period 2009-2016. 

 

 

 

 

 

 

Tahun 

Penyisihan 

Penghapusan 

Kredit 

 (Rp) 

Kredit 

yang 

Diberikan 

(Rp) 

Risk 

Factor 

(%) 

2009 233.685 6.769.819 3,45 

2010 168.575 8.369.350 2,01 

2011 89.596 10.793.787 0,83 

2012 157.501 14.725.892 1,07 

2013 225.410 20.019.355 1,13 

2014 512.742 24.507.633 2,09 

2015 231.800 25.691.284 0.90 

2016 645.107 24.781.133 2.60 
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Table 5 

Calculation of Bank DKI Spread Year Period 2009-2014 

(in million rupiah) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Financial Report as of December 31, 2009-2016 Provincial bank in Java, data is processed.. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure4 Growth of Spread 

Source: Financial Report as of December 31, 2009-2016 Provincial bank in Java, data is processed.. 

  

 Figure 4 shows that Spread development in BUMD Banks for the last six years, the largest 

experienced by Bank Jatim in 2008 at 6.58%, with provision for profit projection of Rp 478,764 million 

and loans amounting to Rp 7,279,212 million. While the smallest Risk Factor experienced by Bank 

DKI is 1.49% in 2014 with provision for profit projection of Rp 365.685 million and loans amounting 

to Rp 24,507,633 million. 

 

5.  Tax development calculation 

 To determine the amount of tax on each company is to do the calculation by multiplying the 

spread with the tax of each company by 20%. The calculated tax may be fully or partially calculated. 

Therefore, in this study to calculate the tax, only use part of it is 20%. 

Tax Bank DKI periode 31 Desember 2009  = 20% x Spread Bank DKI 2009   =      20% x 

2,08%  = 0,42 % 

 Development of Provincial Regional Bank Tax in Java period 2009-2014 can be seen in Figure 

5, following the graph of the development of provincial tax banks in Java island period 2009-2014: 

 

 

 

 

 

 

Tahun 

Proyeksi 

Keuntungan 

(Rp) 

Kredit 

yang 

Diberikan 

(Rp) 

Spread 

(%) 

2009 140,692 6,769,819 2.08 

2010 176,377 8,369,350 2.11 

2011 301,332 10,793,787 2.79 

2012 339,284 14,725,892 2.30 

2013 592,279 20,019,355 2.96 

2014 365,685 24,507,633 1.49 

2015 1,167,124 25,691,284 4,54 

2016 870,733 24,781,133 3,51 



    Gunadarma University – Campus L2, July 25th-26 th  201 

ISBN: 978-602-9438-80-2    Proceeding UG Economic Faculty-International Conference 

234 Dirnaeni, Handrijaningsih 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure5 Growth ofTax 

Source: Financial Report as of December 31, 2009-2016 Provincial bank in Java, data is processed.. 

  

 Figure 5 shows that the development of Tax on BUMD Banks over the last six years has 

decreased and increased. The largest taxes experienced by Bank DKI in 2013 is 0.59% with Spread of 

2.96%, the largest BJB Bank in 2010 of 0.83% with Spread of 4.14 %%, the largest Central Bank in 

2009 Of 0.82% with 4.11% spread, the largest DIY Bank tax in 2009 by 0.76% with 0.76% spread and 

the largest East Java tax in 2010 of 1.32% with Spread of 6.59%. The increase in taxes is due to the 

increase in the increase in profits, the greater the taxes given, and vice versa. 

 

6.    The Development of Base Lending Rate (BLR) 

 There are several measurements to determine the company's Base Lending Rate (BLR), but this 

study uses calculations by summing calculations from COLF, OHC, Risk Factor, Spread and Tax. Base 

Lending Rate calculation results can be seen in the following table: 

Table 6 

Calculation of Base Lending Rate of Bank DKI Period 2009-2016 

 (%) 

 

 

 

 

 

 

Source: Financial Report as of December 31, 2009-2016 Provincial bank in Java, data is processed. 

  

 

 Table 6 shows one of the calculations of Base Lending Rate at Bank DKI 2009-2014. The 

following is the progress chart of 2009-2014 Base Lending Rate of Provincial Banks in Java: 

 

 

 

 

 

 

 

 

 

 

 

Figure 6 Progress of Base Lending Rate 

Source: Financial Report as of December 31, 2009-2016 Provincial bank in Java, data is processed. 

Ket\Thn 2009 2010 2011 2012 2013 2014 2015 2016 

COLF 5.33 3.26 2.63 3.53 0.05 1.42 5.43 5.43 

OHC 5.67 9.08 5.92 4.88 3.98 3.61 2.35 2.12 

Risk Factor 3.45 2.01 0.83 1.07 1.13 2.09 4.54 3.51 

Spread 2.08 2.11 2.79 2.3 2.96 1.49 0.9 2.6 

Tax 0.42 0.42 0.56 0.46 0.59 0.30 0.18 0.52 

BLR 16.95 16.88 12.73 12.24 8.71 8.91 13.4 14.18 
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  From the graph above can be seen that the base lending rate in 2010 is very big in the bank of 

East Java of 20.4% and the lowest in the bank DKI in 2013 amounted to 8.71%. The amount of base 

lending rate is due to the high cost of funds in the year, while the low base lending rate is due to the 

five regional banks can reduce cost of loanable funds. 

 After the calculation of base lending rate, cost of loanable funds, overhead cost and the 

provision of spread and tax, then the data is processed through bivariate correlation test to see the 

significant level of these factors, multiple regression test to determine the effect of the relationship, f-

test to find out The influence of simultaneously variable X to Variable Y and t-test to determine the 

effect of partial variable X to variable Y. 

 

7.   Results of Multiple Linear Regression Analysis 

 Multiple linear regression analysis is useful to analyze the linear relationship between 2 

independent variables or more with 1 dependent variable. Here are the results of multiple linear 

regression tests: 

 

Table 7 

Results of Multiple Linear Regression Analysis 

 

 Table 7 shows, taking into account the numbers in the Unstandardized Coefficient column, 

especially column B, it can be composed of multiple regression equations as follows: 

 

Coefficients
a
 

Model 

Unstandardized 

Coefficients 

Stand

ardize

d 

Coeffi

cients 

t 

Sig. 

 B 

Std. 

Error Beta  

1 (Constant) -.034 .017  -1.997 .054 

COLF 1.438 .269 .447 5.356 .000 

OHC 1.151 .212 .534 5.439 .000 

RISK_FACT

OR 
1.008 .330 .262 3.053 .004 

SPREAD 1.312 .360 .313 3.643 .001 

TAX .081 .659 .011 .123 .903 

a. Dependent Variable: BLR 

Source: Output SPSS22 (2017) 

 

Y =-0,034 + 1,438X1 + 1,151X2 + 1,008X3 + 1,312X4 + 0,081X5 + e 

 

1. The negative constant value (-0.034) can be interpreted that the average contribution of other 

variables outside the model gives a negative impact on the base lending rate. 

2. Variable Cost of Loanable Funds (COLF) has a positive regression coefficient of 1.438%. The 

positive coefficient value indicates that COLF to BLR has positive effect. This illustrates that if 

a COLF increase of 1%, then the BLR will increase by 1.438% assuming other independent 

variables are considered constant. 

3. Variable Overhead Cost (OHC) has a positive regression coefficient value of 1.151%. The 

positive coefficient value indicates that OHC to BLR has positive effect. This illustrates that if 

an increase in OHC by 1%, then the BLR will increase by 1.151%. 

4. Risk Factor variable has positive regression coefficient value that is equal to 1.008%. The 

positive coefficient value indicates that Risk Factor to BLR has positive effect. This illustrates 

that if there is a spread of 1% Spread, then the BLR will increase by 1.008%. 
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5. Spread variable has positive regression coefficient value that is equal to 1,312%. The positive 

coefficient value indicates that Risk Factor to BLR has positive effect. This illustrates that if 

there is a Spread increase of 1%, then the BLR will increase by 1.312%. 

6. Tax variable has positive regression coefficient value that is equal to 0,081%. The positive 

coefficient value indicates that Tax to BLR has positive effect. This illustrates that if there is a 

1% increase in Tax, then BLR will increase by 0.081%. 

  

8.  Simultaneous Regression Test (Test Statistic F) 

 F test is performed to see the effect of independent variables simultaneously on the dependent 

variable. The coefficient of the F test results should show a significance level of less than 0.05 (<5%). 

So the formulation of the hypothesis is as follows: 

 Ho: b₁ = b₂ = b = b = 0, 

Cost of Loanable Funds, Overhead Cost, Risk Factor, Spread and Tax simultaneously are not 

significantly influenced by Base Lending Rate. 

 Ha: b₁ = b₂ = b ≠ b ≠ 0, 

Cost of Loanable Funds, Overhead Cost, Risk Factor, Spread and Tax simultaneously have a significant 

effect on Base Lending Rate. 

 

Table 8 

Test Result F 

ANOVA
a
 

Model 

Sum of 

Squares df 

Mean 

Square F Sig. 

1 Regressio

n 
.056 5 .011 

24.35

6 
.000

b
 

Residual .016 34 .000   

Total .072 39    

a. Dependent Variable: BLR 

b. Predictors: (Constant), TAX, RISK_FACTOR, 

COLF, SPREAD, OHC 

 Source: Output SPSS22 (2017)   

  

 Table 8 shows the Cost of Loanable Funds, Overhead Costs, Risk Factors, Spreads and Taxes 

having a simultaneous and significant influence on the Base Lending Rate, which means that these five 

variables can simultaneously affect the Base Lending Rate. The Bank may consider the use of Cost of 

Loanable Funds, Overhead Costs, Risk Factors, Spreads and Taxes in determining the amount of Base 

Lending Rate to avoid losses arising from credit. 

  

9.  Partial Regression Test (Test Statistic t) 

 T test is done to know the influence of each independent variable consisting of Cost of 

Loanable Funds, Overhead Cost, Risk Factor, Spread and Tax to Base Lending Rate. The coefficient of 

t test results should show a significance level of less than 0.05 (<5%) and t arithmetic> t table of 1.708. 

So the formulation of the hypothesis is: 

 Ho: b₁ = b₂ = b = b = 0, 

Cost of Loanable Funds, Overhead Costs, Risk Factors, Spreads and Taxes are partially non-significant 

on Base Lending Rate. 

 Ha: b₂ b₂ b ≠ b ≠ 0, 

Cost of Loanable Funds, Overhead Cost, Risk Factor, Spread and Tax partially significant effect on 

Base Lending Rate. 
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Table 9 

Test Result T 

 

Coefficients
a
 

Model 

Unstandardiz

ed 

Coefficients 

Standar

dized 

Coeffic

ients 

t Sig. B 

Std. 

Error Beta 

1 (Constant) -.034 .017  -1.997 .054 

COLF 1.438 .269 .447 5.356 .000 

OHC 1.151 .212 .534 5.439 .000 

RISK_FA

CTOR 
1.008 .330 .262 3.053 .004 

SPREAD 1.312 .360 .313 3.643 .001 

TAX .081 .659 .011 .123 .903 

a. Dependent Variable: BLR 

Sourc: Output SPSS22 (2017)   

  

 Table 9 shows that the Cost of Loanable Fund (COLF), Overhead Cost (OHC), Risk Factor, 

and Spread variables significantly influence the Base Lending Rate 

 

CONCLUSIONS  
 Based on the results of the analysis and discussion, the conclusions of the study are as follows: 

1. The development of Cost Loanable of Fund (COLF) at BUMD Banks over the last eight years, 

from each bank that is Bank DKI, Bank BJB, Bank Jateng, Bank DIY and Bank Jatim increase and 

decrease. When COLF increases, it happens because the interest rate of time deposit increases, and 

vice versa. 

2. The development of Base Lending Rate (BLR) at BUMD Banks over the last eight years, from 

each bank namely Bank DKI, Bank BJB, Bank Jateng, Bank DIY and Bank Jatim increased and 

decreased. When the BLR increases, it is due to the high cost of loanable funds borne by the Bank. 

However, when the BLR is decreased it is caused by one of the base lending rate components of 

the Risk Factor, it indicates that the Bank is able to minimize its credit risk. 

3. Based on the results of research that has been done it turns out cost of loanable funds, overhead 

cost, risk factor, spread and tax simultaneously affect the base lending rate. 

4. Based on the results of research that has been done, the cost of loanable funds, overhead costs, risk 

factors and spreads partially significantly influence the base lending rate. 
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ABSTRACT 

The paper presents the initial stage of a joint project between Hamdan Bin Mohammed Smart 

University and the Dubai Islamic Economy Development Center, in support of the initiative of the 

government of Dubai to establish Dubai as the Capital of Islamic Economy. The platform is an innova-

tive contribution to human capital development in the Islamic economy, con-sisting in an educational 

hub intended to facilitate the access to cross border lifelong learning programs, opportunities, and 

activities in islamic economy. Through this platform, service providers in Islamic Economy Education 

(IEE) will connect, share, and expand their activities across borders, and thus raise, the visibility and 

profile of their offerings, while improving their flexibility, af-fordability, and worldwide accessibility. 

The platform connects the providers’ products to potential learners anywhere around the world. The 

platform allows the end users to find, select, and reach educational and training programs or services 

through providers worldwide. Users can also select one or more cours-es as independent units of study 

from a large portfolio of programs offered by the providers who are members of the platform. The 

originality of the platform is to relentlessly streamline the delivery and to widen the range and variety 

of online educational products in IEE, thus creating a leadership position in this lucrative market niche 

as well as significant B2B and e-commerce opportuni-ties.  

 

Keywords: sustainable development goals; human capital development; educa-tion hub; islamic 

economy education. 
 

JEL Codes:  I29, Z12 

 

INTRODUCTION 
    The paper presents the initial stage of a joint project between Hamdan Bin Mo-hammed Smart 

University (HBMSU) and the Dubai Islamic Economy Development Center (DIEDC), in support of the 

initiative of the government of Dubai to establish Dubai as the capital of islamic economy. The 

platform is an innovative contribution to human capital development in the Islamic economy, consisting 

in an educational hub intended to facilitate the access to cross border lifelong learning programs, 

opportuni-ties, and activities in the field. This platform enables IEE service providers to connect, share, 

and expand their activities across borders, and thus raise, the visibility and profile of their offerings, 

while improving their flexibility, affordability, and world-wide accessibility. The platform connects the 

providers’ products to potential learners  

 Any where around the world, thus allowing them to find, select, and reach educational and 

training programs or services through a wide range of providers worldwide. Users are also given more 

flexibility to build their learning or study paths, by selecting one or more courses as independent units 

of study amongst a large portfolio of programs offered by the providers who are members of the 

platform. The originality of the plat-form is to relentlessly streamline the delivery and to widen the 

range and variety of online IEE educational products, thus creating a leadership position in this 

lucrative market niche, as well as significant B2B and e-commerce opportunities. 

 

 

Connect, Share, and Expand  

 The platform connects the providers’ products to their potential users who are the learners 

anywhere around the world. Using the platform, IEE service providers con-nect, share, and expand 

their activities across borders. By offering providers the op-portunity to raise the visibility and profile 
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of their offerings, while improving their flexibility, affordability, and worldwide accessibility, the 

platform bridges a wide range of islamic economy educational products with their potential users 

anywhere around the world. The providers will be invited to list their relevant programs and courses on 

the Islamic Education Platform using one or more of the following op-tions:  

- Provide access to their online courses delivered through their own virtual learning management 

system.  

-  Provide access to their online courses delivered through the Islamic Economy Education Platform  

- Provide downloadable e-learning courses or original digital learning resources.  

- Provide access to their application for admission page of their on-campus programs and courses to 

interested students referred to by the Islamic Economy Education Platform.  

 

 The platform appears as both a reposittory and a knowledge building hub, offering suppliers 

the opportunity to ride the wave of advanced technology, while collaborati-vely building new 

knowledge and capacity, reformating, standardizing, marketing, and publicizing their IEE training 

courses and programs.  

 

Find, Select, and Reach  

 The platform is a one-stoop shop where end users find a space to select and reach the most 

appropriate educational and training programs or services corresponding to their specific needs, 

through a huge range of providers worldwide. Users are also given more flexibility to build their 

learning or study paths, by selecting one or more courses as independent units of study amongst a large 

portfolio of programs offered by the providers who are members of the platform. The originality of the 

platform is to relentlessly streamline the delivery and to widen the range and variety of online 

IEE educational products, thus creating a leadership position in an emerging lucrative market niche, as 

well as significant B2B and e-commerce opportunities. 

 

Market analysis  

 Given its competitiveness in the space of islamic economy and the recently an-nounced 

strategies and initiatives, Dubai is in the best position to take a leadership role in the evolution of 

islamic economy education. The platform reflects the conver-gence of strategies of both Hamdan Bin 

Mohammed Smart University (HBMSU) and the Dubai Islamic Economy Development Center 

(DIEDC) which rest on the follow-ing premises. First, the long-term success of Islamic economy 

depends on the quality of its human capital and specific expertise. Second, human capital development 

in Islamic economy must be at the core of governments priorities. Third, all advanced economies 

around the world have taken human capital as an integral part of their efforts to economic development. 

Fourth, the use of advanced technology in the pro-vision of education makes possible to ensure wider 

accessibility in the most afforda-ble and flexible manner. IEE is an emerging and lucrative market 

niche, as well as an important source of knowledge creation, addressing new skills and expertise neces-

sary to excel in this increasingly competitive market. It is important to note that the population in the 

Muslim countries is largely young. The potential of IEE is therefore no longer limited to Muslims, but 

also to those outside the Islamic faith who share similar values. This represents an increasingly 

important consumer base a shighlight-ed in Thomson Reuters’ State of the Global Islamic Finance 

Report 2014/2015 indi-cating that the Islamic market value is over $2 trillions, that is 12% of the total 

global market in 2013, expected to reach $3.735 trillion by 2019. However, while the pro-spects for 

growth look good, it appears there is still much work to be done to fulfil IEE ambitions for sustainable 

growth, while the IEE provision is currently lagging to meet the growth in this field. In order to bridge 

the development gap between the Islamic world and the West, Thomson Reuters report highlights 

several challenges including standardization and compliance, supply chain integrity, human capital 

defi-cit, consumer education, global positioning, venture financing and operational excel-lence. 

Eeducation and training must be at the heart of the strategies of universities and governments of the 

Islamic World. Looking into the provision of Islamic Finance Education, the 2013 Yurizk, Global 

Islamic Finance Education report highlights that 85% of the initiatives are potential contributors to 

professional development while only 15% of these initiatives contribute to research and development. 

Pointing out the need for improvement and modernization of IEE services, Yurizk states that ”among 

the key challenges facing Islamic Economics and Finance education are the lack of quality human 
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resources, insufficient quality initiatives in research and devel-opment, lack of comprehensive 

curriculum and international standard textbook and financial system urgent strategic steps are 

necessary to resolve the changes”. 

 

THE BENEFITS OF IEEP, FROM A PROVIDER’S PERSPECTIVE  

 

A draft typology of IEE products and services (Fig. 1)  

 The IEEP provides IEE suppliers a space where they must label their products and services 

according to given criteria that will help the end users create search filters and identify products that 

will better suit their specific needs. The three pilars of is-lamic economy (Banking & Finance, 

Economy, Insurance), constitute the first classi-fication criteria, then come secondary ones such as 

whether or not a program is aca-demic, its type of accreditation if any, is it intellectual or skill based, 

what type of delivery mode is used (online, blended, face-to-face), are scolarship avalaible, etc. IEE 

programs and courses are also categorized as per some specific lifelong learning model from different 

cultures and background, such as the 4Cs model used at HBMSU, thus allowing different categories of 

learners to access courses that are the most relevant to them. Each program/courses is given an ID card 

that includes all the above attributes and allows the potential users to proceed to easy screenings in line 

with their specific needs 

 

 
Fig.1. A typology of IEE products and services 

 

 

A marketing tool based on a freemium model (Fig. 2)  

 Some courses on the IEEP are open and available for free as teasers, so that users can assess 

the quality of the program provided, and eventually decide to proceed further with a program. When a 

user selects a program after trying the teaser course, the free teaser course is credited, thus making the 

overall cost lower, as in any freemi-um business model. Using a freemium model is an incentive for 

users to take the pro-gram from the IEEP and see the total fees lower by one course fee, instead of 

directly from the provider where they would not have the benefit of a free course. Although some 

programs will not be not available online, students who register through the IEEP will receive a token 

allowing them to access the provider’s website, apply for the program, and register in the free course or 

request further related information from the provider. There will be an agreement between IEEP and 

the providers mak-ing sure that students who use IEEP to access a program will be credited the free 

course, whether or not it is available online from the provider. It is completely free for IEE suppliers to 
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promote their programs and courses on the platform that offers free marketing, administration and e-

commerce at no cost to the providers who only pay a commission on the actual sales they make on the 

platform. 

 

 
 

Fig. 2. The freemium model 

 

THE BENEFITS OF IEEP, FROM A USER’S PERSPECTIVE  

 

Social Learning  

 An obvious merit of the platform will be the introduction in IEE, often taught in a fairly 

traditional way, of the new forms of pedagogy becoming increasingly popular, thanks to the 

collaboration opportunities offered by online education and socia net-works. The platform is making an 

extensive use of social media to create learning communities in various aspects of the Islamic economy.  

 

Crowd Ranking (Fig. 3)  

 Customer satisfaction is among the top obectives of IEEP. The quality of the pro-grams offered 

are continuously assessed through crowd ranking facilities that allow users to rank the programs, thus 

making the competition among providers transparent, and giving them incentives and data to improve 

the quality of their educational offer-ings. 

 

 
 

Fig. 3. Crowd ranking facilities 
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Open Educational Resources in Islamic Economy  

 The platform will facilitate the access to openly licensed Islamic Economy re-sources and 

media that are useful in the Islamic education and learning. These OERs provide end-users with raw 

materials that may not only be used as they are, but also embedded into collaborative knowledge 

building actvities, in a context where they can be adapted, built upon and contextualized for reusing 

purposes, such as MOOCs. Currently 8% of companies use MOOCs, while another 7% consider to 

experiment with MOOCs. It is predicted that in the following two years this percentage will rise to 28% 

[In-Focus: Lessons from MOOCs for Corporate Learning (2014).  

 

Customized DYI Degrees and Certificates  

 The time for Do-It-Yourself degrees and certificates is almost here. The IEE platform allows 

users to create their own tailor made certificates or to combine courses across an approved list of 

members allowing such service on the platform. Learners ar einvited to choose and build their own 

qualification that meet the criteria of the awarding body and submit for certification. 

 

CONCLUSION  
 As it is clearly mentioned in a 2013 Deloitte report “ in the digital space, the Islam-ic Economy 

Education vertical is largely underdeveloped. As with the offline market, the main focus is in online 

Islamic finance courses with limited online platforms dedi-cated to the education arena. Over the past 

five years, online Islamic Finance curricu-lums have seen a surge following the rise of academic and 

professional programs. Digital services providers include conventional academic institutions, Islamic 

Finance focused universities, certification bodies as well as exclusive online education suppli-ers”. The 

IEEP contributes to answer such needs and bring IEE on a larger stage, by offering a virtual space that 

includes LMS, infrastructure, networking, and social media facilities to allow organization and their 

employees to share information and work together on projects from different locations. The IEEP 

courses and services will become the driver of measurable results of business performance. By ensuring 

flexible, accessible, and affordable access to IEE, the platform provides individual as well as corporate 

solutions to address educational and training needs, acquire and retain a majority of providers and 

users. The succes of the platform will depend on its capacity to achieve and sustain leadership position 

in the know-how and provision of IEE content, program and courses through an up-to-date, advanced 

infrastructure that make effective use of all advanced technology and social media tools. 
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ABSTRACT 
The rate of return and risk of an investment is influenced by the policy, institutional and environmental. 

Favorable investment climate created so that investors are not reluctant to invest. The investment 

climate in Indonesia is influenced by several factors, including infrastructure and manpower. Effect of 

infrastructure and manpower to foreign investment is the purpose of this study. Banten provinces 

sampled in this study in the period 2001 to 2013. The use of multiple linear regression analysis 

aimedto determining whether foreign investment is influenced by infrastructure and manpower. 

Partially known that the planting of foreign modes are not affected by the infrastructure, but only 

influenced by factors of labor. While simultaneously, working capital investment is influenced by two 

factors: infrastructure and manpower. 

 

Keywords: Investment, foreign investment, infrastructure, labor, Banten province 
 

JEL Codes:   O16 

 

INTRODUCTION 
 The study conducted by Badri (2007)resultedan instrument to identify a set of 14 critical 

factors of industrial sites that have been developed and synthesized from the literature. Critical factors 

include transportation, labor, raw materials, markets, industrial parks, utility availability, government 

conditions, tax structure, climate, and society and the political situation, global competition, 

government regulation and economic factors. According to Tambunan (2007), foreign entrepreneurs 

seems to be cancelling their intention to invest in Indonesia if the labor market in Indonesia is not 

flexible due to the enactment of Law No.13 of 2003 on employment. 

 One of the main factors in the investment climate is governance and institutions including the 

clarity and efficiency of regulations, taxation, legal systems, the financial sector, labor market 

flexibility and the presence of an educated and skilled workforce. (Asian Development Bank, 2005). 

Figure 1 shows the main problems of doing business in Indonesia according to Porter and Schwab 

(2007) presented in the World Economic Forum. 

 
Figure 1. The main problems of doing business in Indonesia 

Source: WEF 2007 
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Furthermore, the research that conducted by Rahimah and Putro (2008), shows that infrastructure gives 

a positive influence on the development of investment in West Java Province. Road infrastructure has a 

positive influence on investment development in West Java Province 

 

RESEARCH METHODS 
 The research unit is the foreign investment conducted in Banten province for the period 2001 to 

2013. Secondary data obtained by downloading from the page of the Central Bureau of Statistics 

http://www.bps.go.id. Determination of the sample with purposive sampling method, the sample is 

selected based on certain considerations and criteria (Engel and Schutt, 2010). 

The criteria specified in the sample selection are as follows: 

1. Growth of foreign investment 

2. The development of infrastructure. 

3. Labor Growth 

 In this study, road and labor conditions that we use as independent variables (X) and foreign 

investment are used as dependent variable (Y). Multiple linear regression is used as an analytical tool 

formulated as follows: 

 

  PMA = β0 + β1JLN_NGR + β2JLN_PRV + β3TPAK + e 

Where, 

PMA  : Foreign Investment in Banten Province (US $) 

JLN_NGR : Road length of country with bad condition (Km) 

JLN_PRV : Road Length of province with bad condition (Km) 

LFPR  : Labor Force Participation Rate (number of person) 

Β0  : Constants 

Β1- β3  : Regression coefficient 

E  : error terms 

 

In Figure 2, the research model is shown with the following hypothesis: 

H1: Road Length of country with bad conditions influences foreign investment 

H2: Road Length of Province with bad conditions influences foreign investment 

H3: Labor force participation rate influences foreign investment 

 

 

 

 

 

 

 

 

 

 

     

 

 

 

 

 

 

 

 

 

 

Figure 2. Research Model 
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RESULT & ANALYSIS 
 In table 1, according to multiple linear regression analysis and its form is :  

PMA = -8,171E10 + 7,643E9 JLN_NGR + 1,704E10 JLN_PRV + 1,268E9 TPAK. The Intrepretation 

of multiple linear regression equation is constants of -8,171E10 that stated if Road Length of Country 

JLN_NGR), Road Length of Province (JLN_PRV),and Labour Force Participation Rate (TPAK) 

unchanged,then the average of foreign investment (PMA)of sebesar -8,171E10. 

 

Table 1 

Results of Multiple Linear Regression Analysis 

 
 

 Furthermore, in table 2 shows the results of coefficient of determination analysis, where 

Adjusted R Square (R2) shows the value of 0.417 or 0.42. This shows that JLN_NGR, JLN_PRV, and 

LFPR effect foreign investment of 42%, while the rest is 58% influenced by other variables of the 

research model. The value of correlation coefficient (R) of 0.750 indicates that there is a strong 

relationship JLN_NGR, JLN_PRV and LFPR to foreign investment of 75%. 

 
Table 2 

Results of Coefficient of Determination Analysis (R2) 

Model Summaryb 

Model R R Square Adjusted R Square 

Std. Error of 

the Estimate 

Durbin-

Watson 

1 
,750

a
 ,563 ,417 

8132982139,

19611 
2,477 

 

a. Predictors: (Constant), TPAK, JLN_PRV, JLN_NGR 

b. Dependent Variable: PMA  

 

 The results of Test T in table 3 it is known that labor (TPAK) partially have a significant effect 

on foreign investment. It can be seen that t count is bigger than t table (2,872> 2,20099) and its 

significance value shows smaller than alpha (0,05) that is equal to 0,018. This is in accordance with the 

proposed hypothesis, while the state road length (JLN_NGR) and provincial road (JLN_PRV)  

partiallyhave not significant effect on foreign investment. This can be seen from t arithmetic 

(JLN_NGR) is smaller than t table (0,584> 2,20099) and its significance value shows bigger than alpha 

(0,05) that is equal to 0,573. The length of provincial road (JLN_PRV) shows t count smaller than t 

table (1,140> 2,20099) and its significance value shows bigger than alpha (0,05) that is 0,284, that 

hypothesis is rejected. 
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Table 3 

Partial Regression Coefficient Test Result (T Test) 

 
 

 

 Road infrastructure in Banten province has not effect on foreign investment. The results of this 

study support the results of research Hapsari (2014) which states the length of the country road or road 

infrastructure has no effect on foreign investment. In contrast, research conducted by Tunjung (2011) 

states that long road facilities and foreign direct investment have direct relationship or influence 

foreign investment. 

 Employment in Banten Province has an effect on foreign investment. The results of this study 

supported by the results of research Hapsari (2014) and Zaenuddin (2009) which states that the 

participating labor shows the ability of a region to fulfilling the physical capital in the form of human 

capital Source. This becomes one of the factors that significantly influence the province of Banten as 

an attractive investment destination for foreign investment. 

 The simultan test shown in table 4 obtained value of F equal to 3,863 and significance value 

equal to 0,05 then hypothesis accepted. This means that simultaneously the length of the country road 

(JLN_NGR), the length of the provincial road (JLN_PRV), and Labor (LFPR) have a significant effect 

on foreign investment. 

Table 4 

Regression Coefficient Test Results Simultaneously (Test F) 

ANOVAa 

Model Sum of Squares df Mean Square F 

Regression 76656022415088

6700000,000 
3 

25552007471696

2260000,000 
3,863 

Residual 59530858628834

5900000,000 
9 

66145398476482

880000,000 
 

Total 13618688104392

32600000,000 
12   

 

a. Dependent Variable: PMA 

b. Predictors: (Constant), TPAK, JLN_PRV, JLN_NGR 

 

CONCLUSION 

 
 Through this research we found that the type of road  in Banten province consists of two types, 

namely the State Road and the provincial road. Both types of roads are some good ones and some are 

damaged. The focus of research on damaged roads in Banten province is not a barrier for foreign 

investors to invest. 
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 The development of foreign investment has increased since 2001 until 2011. The state road 

infrastructure located in Banten province is mostly in good condition, while the provincial road is in a 

moderate state. The highest labor participation was achieved in 2011, while the lowest was in 2001. 

 Based on our research, it can be concluded that: partially, labor has an effect on foreign 

investment in Banten province. In contrast the length of State roads and the length of provincial roads 

in damaged condition have no effect on foreign investment. Testing simultaneously shows that labor, 

long country roads and long damaged provincial roads have influence on foreign investment. 

 For further research, we suggest incorporating other factors of the road and labor infrastructure 

as proposed by the Asian Development Bank (2005), namely: Macroeconomic conditions - including 

macroeconomic stability, economic openness, market competition, and social and political stability. 

Governance and institutions include the clarity and effectiveness of legislation, taxation, legal systems, 

the financial sector, labor market flexibility and the presence of an educated and skilled workforce. As 

well as Infrastructure - includes among others transportation, telecommunications, electricity, and 

water. 
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ABSTRACT 

 
This study aims to create a website that can be utilized to be one of the marketingchain of organic 

salak pondoh products. The data is taken directly at PMT which located in Wonokerto Village, Turi, 

Sleman, Yogyakarta. The data is processed to be a website by using RUP (Relational Unified Process 

Model), meanwhile the website’s benefit is analyzed by using analysis system criteria. Based on the 

analysis of the field situation, the website which is created includes a description of : Information on 

Turindo Partner Groups, sundries of Salak, Video Gallery, Our Location, Organization Structure, and 

Online Store. The results show that the website which is designed and made meet the useful criteria for 

PMT and its members. However, there are 2 main obstacles faced, namely: the lack of manpower and 

low internet access in the location of PMT 

 

Keywords; salak pondoh; PMT; website 

JEL Codes:   M31 

INTRODUCTION 
 In this era of disclosure, information is a vital necessity for all spheres of life especially those 

who involved in economy and sales. Paguyuban Mitra Turindo (PMT) is one of Salak Pondoh Organic 

Farmers association located in Wonokerto, Turi, Sleman, DI Yogyakarta. These farmers apply salak 

organically for export and local needs. Organic salak has an advantage in terms of taste due to a special 

planting process. 

 Currently, PMT is working with several salak exporting companies. Most of the commodities 

are exported to China. By selling the origin of commodities abroad it is expected that salak farmers will 

get a better profit than if the commodity is sold into the local market. Unfortunately this enormous 

economic potential can only be done through a single supply chain that is the partner of the export 

company, whereas the price difference can reach 50%. This is become the basis of research: to be able 

increasing the marketing of organic salak products in order to improve the living standard of salak 

farmers. One of the factors that become a very important increasing indication is the presence of 

information that explains the existence of organic salak products, because with the information that 

explains about organic salak products are expected to have an increase in the marketing of salak 

products. One of the most effective mediums in terms of information dissemination is by using the 

internet since it is easy and accessible anywhere.  

 

LITERATURE REVIEW  

 
 Some literature surveys reveal there is an evidence that ICT will further empower SMEs to 

participate in management. ICTs facilitate the connectivity that helps them to create, deliver products 
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and services on a global scale. ICT applications by SMEs have the potential to transform business 

operations by enabling a fast, reliable and efficient exchange of large amounts of information [1]. 

 The user interface is something that human to see, touch or hear. The user interface includes 

the concept of the user's need to know about the computer system and how it can be used to accomplish 

different tasks [2]. In the case of ICT-related implementation, the users do not need machines to be 

friendly to them, but they only need machines that can work to their liking as they attempt to complete 

their work [3]. In terms of farmers, the machines are expected to help farmers sell their products. Thus, 

there are some indicators where a website information system design can be categorized as useful, they 

are as follow [3]: 

 Learning ability: The system should be easy to learn so that users can quickly start completing 

some works done with the system. 

 Efficiency: The system should be efficient to use so that as soon as the user uses it, they are easy to 

know the level of productivity through the system. 

 Memorability: The system should be easy to remember so that users can return to the system after 

not using it for awhile without having to learn everything again. 

 Error: The system must have a low error rate so that users make little mistakes during system 

usage, and if they make a mistake they can easily recover. Furthermore, catastrophic errors should 

not occur. 

 Satisfaction: The system should be enjoyable when used so that users are subjectively satisfied 

when using it and they like it. 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1.  A model from system acceptability attribute [3]. 

 

The preparation of ICT-based marketing media will be based on the result of system requirement 

analysis and system design. This analysis is used for the manufacture of ICT-based marketing programs 

whose content is adjusted to the vision of the purpose of the research object and the vision of purpose 

of the Paguyuban Mitra Turindo. 

In developing an ICT-based system it takes several stages of development as follows [4]: 

 Business modeling: Case of business use which is made to build a business model. 

 Requirements: The actors interacting with the system are identified. Usage cases are developed to 

model the systems and needs. 

 Analysis and design: The design is modeled and documented by applying architectural models 

 Implementation: The components are structured into sub systems, the code for the components is 

implemented, and the sub-systems are written. 

 Testing: This is done in the same time with implementation or development. This activity 

culminates in the delivery of a Software system. 

 Distribution: Products are generated and installed at the customer site for their use. 

 

Hopefully, the application of ICT will be useful for farmers, especially Mitra Turindo Farmer Group. 
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METHODOLOGY 

The research used descriptive qualitative method, this method is used to describe or analyze a research 

result but not used to make wider conclusion [5]. Primary data is used as the basis for the preparation of 

PMT web. Data was taken in 2015 using observations and interviews with administrators and members 

of PMT in Wonokerto Village, Turi Sleman, DI Yogyakarta. Webmaking uses the RUP (Relational 

Unified Process Model) stages and utilization analysis uses descriptive analysis. It is hoped that with 

the creation of this website-based information system will make it easier for farmers to sell their 

products to the market and open up new market opportunities in the marketing of agricultural products 

which in this case is organic cottage salak. 

 

RESULTS 
The Utilization of ICT in the form of making this web is using RUP model, it is based on the fact that 

this system will try to adapt the business processes that have been running. This websiteis made 

through four phases of RUP, which are: 

1. Inception 

a.  Business Modelling 

 
Modeling of business which is conducted by Paguyuban Mitra Turindo in this business chain are 

as follows: 

 

 
Figure 1.  Business Model of Paguyuban Mitra Turindo 

 

 As it is seen that the marketing of organic salak products have only two marketing chains 

which in this case are local consumers and overseas consumers. 

 
b.  Requirement 

 Requirement workflow is used to describe what the system should do. Use case diagrams are 

used to describe the expected functionality of a website which is consisting of 6 menus. 

 

 
Figure 2. Six (6) menus of functional website 



Proceeding UG Economic Faculty-International Conference                   

Gunadarma University – Campus L2, July 25th-26 th  2017              ISBN: 978-602-9438-80-2 

Budiman, Akbar, Irmayanti, Prajaka 255 

 

 

 
2.  Elaboration 

a.  Requirements 

In this case, it is identified that the users of the system are the farmers of Paguyuban Mitra 

Turindo. The members of this association spread in 3 villages, based on that consideration, the system 

which is made must be accessible anywhere and anytime so that the website-based system becomes 

more suitable because of its wide access ability is not affected to the location where the farmer groups 

are spread out. 

 

b.  Design and analysis 

In general, the utilization of ICT that is built is a website-based system where there are 

administrators who control the information that runs in the system and farmer groups (Kelompok 

Petani) as a user who can provide input into the information system input. Here is the architecture of 

website display. 

 

 

 

 

 

 

 

 

 

 
Figure 3. Architectural design of ICT website utilization 

 
As it seen in Figure 4.3 that the website generally consists of 2 users, namely: administrators and 

farmer groups. It is expected that with the limitation of user categories will ensure the security of the 

website. 

In order for the website can be used properly, then there are some things that must be a concern in 

the design that are: 

 Learning ability: in this case the website is designed for the easy use of farmers and they can easily 

understand the general function of the website. 

 Efficiency: Websites is made simply. Farmers are not introduced to the overall website's technical.  

They are only introduced to the function that is often used. 

 Memorability: in order to remember the function easily, it is added with icons or images and also 

the message on each function to make it easier for farmers to understand the function of each page 

and button. Modules also created to describe the website as a whole. 

 Errors: in order not to make it difficult for farmers in using the website, a message box is provided 

in every action, that serves as an explanation for the actions performed by website users. 

 Satisfaction: the website is also created with a view that is as simple and interesting as possible 

with icons and explanations, thereby increasing the desire to try the system. 

 

3.  Construction 

a.  Implementation 

 After the 3 stages implemented, based on the results of business process analysis in PMT, then 

it is set some menus functionality which are must exist in the ICT program. It includes 6 menus, 

namely: 

1)   Information about Turindo Partner Group  

In this section, the web page contains the profile of Mitra Turindo's partners, history and 

cooperations which are conducted by Paguyuban Mitra Turindo 

 

 

Administrator Website  

Kel 
Petani  

Kel 
Petani  

Kel 
Petani  
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Figure  4. Website Display of Mitra Turindo Profiles 

 

2)  Sundries of Salak 

 In this menu, the information displayed is related to the number of salak areas including how 

the marketing and marketing chains of the Farmer groups of Mitra Paguyuban Mitra Turindo arranged. 

It also shows the production level of PMT 

 

 

 

 

 

 

 

 

 

 

 

 

 
Figure  5. Website Display of sundries Menu 

 
3)    Video Gallery 

In the video gallery, the information shown is about how the process of salak planting and how 

a group of salak certified as organic salak. Here, the web page focuses on videos explaining about what 

is organic salak, organic salak cultivation process and organic salak certification including what 

activities carried out by Mitra Tani Mitra Farmer Group 

 
Figure 6. Website Display of Mitra Turindo Gallery 
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4)  Our Location 

 On this page, our location is shown about the map of the location of organic salak pondoh 

planting and the association’s location and also includes the location of the members of Mitra Turindo 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Figure 7 Website Display of Our Location 

 

5)  Organizational Structure 

This page describes the stewardship of farmer groups incorporated in Mitra Turindo. On this 

page, each partner can update about each group, also the planting area and production level of salak of 

each member. 

 

 
 

Figure  8. Website display of Organizational Display 

 
6)    Online Store 

This web page helps partners in the sale of salak pondoh. On this page, there are the step about 

how to buy the salak pondoh. Users can also know which farmer groups are in the process of harvesting 

or which level of production is greater. 

 

3.  Transition 

a.  Testing 

At this stage, the process of testing to the system is conducted. Testing is done by trying all the 

functions that exist in every page of the website including the buttons and menus that exist are running 

in accordance with the purpose of making the website. During the error correction test, it is known that 

the overall system runs normally. 
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b. Distributing 

At this stage, the training to  the users of the website, in this case Paguyuban Mitra Turindo, is 

conducted. Training is limited to some members of the board of the association. Thus, it is expected the 

ability of using the website can be transmitted to other members. 

 

 
 

Figure 4.9. Training process in using the Website 

 

CONCLUSIONS 
 The website-making can improve marketing access of organic pondoh salak to market. The 

design of website information system has been designed and made to meet the useful criteria for PMT 

and its members. 

 After the process of application of ICT in the form of website, it is found that there are 2 main 

obstacles, namely: the absence of manpower who are capable of managing the website due to the age 

factor of farmers members who are average above 40 years, thus they are having difficulty to use web-

based ICT, while aged young members are mostly not interested in applying the information technology 

in PMT. Another obstacle which is related to apply the ICT is internet access in the location of PMT is 

very low because there is only one internet provider that is good enough to access the internet while the 

other providers can not afford to access the internet properly. 
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ABSTRACT 

This research aims to know and analyze the factors that affect the income of the value of regional 

expenditure, especially districts in Central Java Province to the period 2012 to 2014. Now the factors 

regional income used in this research among other local Revenues (PAD), the General Allocation 

Fund (DAU) and the Special Allocation Fund (DAK) from 25 Regencies/Cities that meet the conditions 

of samples in Central Java Province.This research using secondary data obtained from the Regional 

Budget Realization Report 2012 until 2014 which is entirely submit reports to the Director General of 

the site Local Govenrment 2012 until 2014 which lists the data in the form of the General Allocation 

Fund, Local Revenues and shopping districts in Central Java. The Data Collection method used is the 

documentation. The appliance analysis that used research are linear regression compounds.Research 

Results partially shows that local revenues and the General Allocation Fund has the influence of 

regional expenditure while the Special Allocation Fund does not affect the regional expenditure. While 

simultaneously there is the influence of the original regional income (PAD), the General Allocation 

Fund (DAU) and the Special Allocation Fund (DAK) of regional expenditure. 

 

Keywords:  The Original Regional Income (PAD), General Allocation Funds (DAU), Special 

Allocation Fund (DAK) Against The Allocation Of A Regional Expenditure (ABD) 

 

JEL Codes:  H72 

 

 
INTRODUCTION 

 

Central Java province geographically Central Java as one of the provinces in Java, is 

convenient framed by two large province, West Java and East Java. It is located between 5°40' and 

8°30' Latitude South and between 108°30' and 111°30' Longitude East (including Karimunjawa Island). 

The farthest distance from west to east is 263 km and from north to south 226 km (not including 

Karimunjawa Island). As part of the Unitary State of the Republic of Indonesia), and the Provincial 

Government of Central Java with 35 local government divided with 29 regencies and 6 cities, have 

organize a regional autonomy   (https://jateng.bps.go.id). 

One of the aspects that attention until now is the question of the policy on regional autonomy 

has brought significant changes on the relationship between central and local government. Regional 

autonomy is right, authority, and the obligations of the autonomous region to control and manage their 

own government affairs and the interests of local communities in accordance with the laws and 

regulations. In accordance with the general provisions of Act on Regional Autonomy No. 32/2004 

about Regional Government and Law No. 33 The year 2004 about Financial Balance between the 

Central Government and local government which has replaced the Act No. 22 1999. Regional 

mailto:dhitadwi@gmail.com
mailto:lana@staff.gunadarma.ac.id2
https://jateng.bps.go.id/
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autonomy new effectively imposed simultaneously begin 1 January 2001 (Anggraeni and 

Suhardjo,2010). 

Decentralization is a policy that many carried out various countries to improve the welfare of 

the community. Decentralization has purpose to improve the welfare and services to the community 

development of life for democracy and justice, equitable distribution and maintenance of the 

harmonious relationship between central and local government and between the regions. The sense of 

decentralization in the ACT ON known about Regional Autonomy. It is found in Act No. 32/2004 

about Regional Government understanding of decentralization in the ACT ON known about Regional 

Autonomy. But each district has the financial capabilities that are not the same in the funding of their 

activities, this raises fiscal imbalance between one area to other areas. Therefore, to overcome this 

fiscal imbalance of the government to allocate funds from the state budget to fund the needs of the 

region in the implementation of decentralization and to emphasize the aspects of equity and justice that 

are aligned with the implementation of government affairs (Act No. 32/2004). 

But in fact the equitable distribution and justice is not always in line with the implementation 

of government affairs as stated in a news of the budget revenues in Central Java are projected to fall in 

the year 2016. Central Java provincial government projecting the value of regional income to Rp 

21,028 trillion from pure Budget 2016 Rp 22,026 trillion so that the decline of Rp 998,02 billion (down 

4,53%). In the introduction to the note of finance changes BUDGET Governor Ganjar Pranowo list, 

decrease local revenues are constituted from the slowing global economy and national. Bank Indonesia 

projections of economic growth in Central Java in 2016 between 5.2%-5,6%. That number is lower 

than RKPD 2016 amounting to 6.1%-6,6%, and the inflation rate in this year that is projected to 4.5 

percent plus minus 1%. To the original regional income (PAD) also declined Rp 1,043 trillion (7,55%) 

so that become Rp 12,767 trillion. Chart healthy decline by regional taxs down Rp 1,131 trillion 

(9,39%) to Rp 10,922 trillion. Next regional levies down Rp 2.23 billion (2,32%) to Rp 94,33 billion 

(Berita.suaramerdeka.com 4 October 2016). 

The issue of Budget decline in Central Java and to overcome the Central Java Provincial 

Government pay more attention to regional expenditure that can be maximized through local revenues 

so that the district can have a relatively high economic growth. And is expected to be able to improve 

the regional budget for the interests of a better society (Randy Yulian Bayu Pakoso,2011). 

Regional expenditure is used in order to fund the implementation of the government affairs 

under the authority of the District or province that consists of compulsory affairs, choice affairs and the 

affairs in the field of treatment that certain held with between Central Government and Local 

Government which is specified by the terms of the legislation (Nugraeni, 2011). 

To facilitate the Shopping area there are several factors based on Act No. 33 2004 in the 

implementation of the authority of the Central Government and Local Government will transfer the 

balance of funds which consist of the General Allocation Fund (DAU) is the funds coming from the 

State Budget allocated to the purpose of the financial capabilities balancing between the regions to 

finance pengeluarannya needs in the context of the implementation of decentralization, When the 

Transfer of DAU is increased from the central government thus regional expenditure can ascertain will 

also increase. Then the Special Allocation Fund (DAK) is the funds that flowed from the income of the 

State Budget allocated to certain areas with the aim to help fund special activities which is a regional 

affairs and in accordance with the national priorities especially for finance of infrastructure and basic 

services community that has not yet reached a certain standard or to encourage the acceleration of 

regional development. And DAK influence is not significant on the regional budget because of the 

DAK could not in the prediction of income every year and the DAK is not given routinely by the 

regional government. Apart from the Balanced-subsidy, local government also has its own funding 

sources which is in the form of the original regional income (PAD) is all regional income that comes 

from the source of the original regional economy, and PAD had an effect on the allocation of regional 

expenditure. The higher the PAD obtained then the greater the regional budget allocation issued. 

The considered province is Central Java as a research object. That distinguishes this study with 

previous research is peiode time and the region. Based on the above problems then researchers need to 

do research entitled   “Analysis Influence The Original Regional Income   (PAD), The General 

Allocation Fund (DAU), And The Special Allocation Fund  (DAK) Against The Allocation  Of A 

Regional Expenditure  (ABD)” (Study In Regency / City in Central Java Province 2012-2014) 
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LITERATURE REVIEW  
 
1.  The original regional income (PAD) 

 Local Revenues (PAD) is the capability of the region which is very supportive to implement 

regional development with the results obtained in the area, while on the other hand, is currently the 

ability to finance the majority of local government still depend on the acceptance that comes from the 

Central Government, whereas the result must obtain from higher areas. By because it each district is 

required to be able to finance themselves through financial sources which he mastered. (Beni Pekei, 

2016:157-158). 

 

2.   The General Allocation Fund (DAU)  

 General Allocation Fund (DAU) is the funds coming from the State Budget allocated to the 

purpose of the financial capabilities balancing between the regions to pay for the needs of the region in 

order to the implementation of decentralization. DAU is earmarked for financing balancing between the 

regions with attention to potential, wide, geographic population and income level. According to 

Kemnetrian gentler aspect of RI, DAU as equalization grant, was the instrument of the transfer 

function: 

a. Minimize the fiscal imbalance between the regions. 

b. Statistically ability between the regions. 

 

3 .The Special Allocation Fund (DAK) 

 Special Allocation Fund (DAK) is funds from the central government (APBN) is allocated to 

the region to help finance specific needs special, a procurement or improving the physical equipment 

and infrastructure with a long economic life. The DAK help will ultimately cost and maintenance of 

specific infrastructure with limited period, not more than 3 years. 

 

4.  Regional expenditure  

 Regional expenditure is all duty areas that are recognized as net wealth value decrease in the 

period of the corresponding budget year (Act No.32Years2004). The allocation of regional expenditure 

consists of indirect spending and direct spending. Indirect spending is spending budgeted not related 

directly with the implementation of the programs and activities. Direct spending is spending budgeted 

related directly with the implementation of the programs and activities. (Nordiawan, et al, 2007). 

 

Based on the above thinking framework, then the hypothesis in this research is : 

a. H0 : Local Revenues (PAD) no effect partially against the allocation of regional expenditure in 

Regency/City of Central Java. 

H1 : Local Revenues (PAD) effect partially against the allocation of regional expenditure in 

Regency/City of Central Java. 

b. H0 : The General Allocation Fund (DAU) no effect partially against the allocation of regional 

expenditure in Regency/City of Central Java. 

H2 : The General Allocation Fund (DAU) effect partially against the allocation of regional 

expenditure in Regency/City of Central Java. 

c. H0 : the Special Allocation Fund (DAK) no effect partially against the allocation of regional 

expenditure in Regency/City of Central Java. 

H3 : the Special Allocation Fund (DAK) effect partially against the allocation of regional 

expenditure in Regency/City of Central Java. 

d. H0 : Local Revenues (PAD), the General Allocation Fund (DAU) and the Special Allocation Fund 

(DAK)does not affect simultaneously against the allocation of regional expenditure in 

Regency/City of Central Java. 
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H4 : Local Revenues (PAD), the General Allocation Fund (DAU) and the Special Allocation Fund 

(DAK)influential simultaneously against the allocation of regional expenditure in Regency/City of 

Central Java. 

        

RESEARCH METHODOLOGY 

 

1.  The object of the research 

Object in this research is a District in the region of the Island of Java especially in the province 

of Central Java 2012-2014 period. 

 

2.  Samples 

 Sample Research is part of the population that will be examined are selected based on the 

criteria specified in the corresponding research. The sampling method was done in this research is the 

method purposive sampling where this is done based on specific considerations to make the criteria that 

must be met. Now the criteria used in this research is as follows : 

a. Regency/City Reporting realization of the annual budget to the Director General of the Financial 

Balance Regional Government 2012 - 2014. 

b. Regencies/Cities lists the data concerning PAD, DAU, DAK , and the allocation of regional 

expenditure report on the realization of the budget is used in this research. 

c. Regencies/Cities reporting the realization of the budget based on the SAP. 

 

3.  The type of data source  

Data type that is used in this research is a secondary data or not directly sourced from the 

report documents the realization of District Budget/Province in Central Java Province and include the 

number of realization of the Regional Budget, local revenues, General Fund Allocation, Special 

Allocation Fund. The source of the data obtained from the website of the Directorate General of Local 

Government Financial Balance.  

(Http://www.djpk.kemenkeu.go.id). 

 

4.  Operational definitions of variables 

Independent variables 

a. The original regional income (PAD) is all regional acceptance that comes from the source of the 

original regional economy, as measured by the amount of PAD districts in 2012 - 2014 in Central 

Java province. 

b. The General Allocation Fund (DAU) is the funds that flowed from the receipt of the state budget 

allocated to the region in which the utilization of fully handed over to the regions. DAU obtained 

districts in each year of the budget. 

c. The Special Allocation Fund (DAK) is the funds from the State Budget allocated to certain areas 

with the aim to help fund special activities which is a regional affairs and in accordance with the 

national proritas, especially in the effort to fulfill the needs of advice and infrastructure for basic 

services community. 

 

Dependent variables  

 Dependent variables in this research is the allocation of regional expenditure, namely all duty 

areas that are recognized as decrease the value of the net wealth in the corresponding budget year 

period. The allocation of regional expenditure consists of indirect spending and direct spending. 

 

 

 

 

 

 

 

http://www.djpk.kemenkeu.go.id/
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5.  Analysis Model  

 Hypothesis test is done by using linear regression analysis method doubly, with equality as 

follows : 

 

 

Description : 

Y  : Regional expenditure 

α  : Constants     

β1 – β3 : Regression coefficients   

X1  : Local Revenues (PAD) 

X2 : The General Allocation Fund (DAU)  

X3 : Special Allocation Fund (DAK) 

℮   : Residual 

 

 
RESULTS AND DISCUSSION 

1. Research object descriptions 

 The sampling used in this research using the method sampling purposive sampling is based on 

certain criteria so that the samples obtained in accordance with the research done. Sampling criteria in 

this research namely : 

 

Table 1. Criteria Determination of Samples 

No. Criteria Total 

1. Districts in Central Java Province 35 

2. District that does not convey the report the 

realization of the budget based on the SAP 

(10) 

Regency/City which is used in the sample 25 

Years observation 3 

Amount of research 75 

 
 Based on the above criteria and obtained samples in this research namely 25 Regencies/Cities 

in Central Java Province that meets the criteria specified. The sample used in this research as much as 

25 Regencies/Cities with research period of 3 years observation, so obtained as much as 25 x 3 = 75 

observation data (multiplication between the number of samples with the number of years in research). 

 
2.  Descriptive statistics 

 From the results of secondary data collection on local Revenues (PAD), the General Allocation 

Fund (DAU), the Special Allocation Fund (DAK) and the allocation of Shopping Districts in Central 

Java Province 2012 until the year 2014. Then descriptive statistics on the variables of this research are 

as follows: 

Table 2. Descriptive Test Results 

 

 

 

 

 

 

 

 

 

 

 
N Minimum Maximum Mean Std. Deviation 

BD 75 529238,00 2957183,00 1344731,7070 431338,73400 

PAD 75 77799,00 1138367,00 198003,7733 171034,78290 

DAU 75 325710,00 1224711,00 789411,7067 217345,57220 

DAK 75 14993,00 118902,00 60244,7733 21707,86869 

Valid N 

(listwise) 

75 
    

Y = α + β1X1 + β2X2 + β3X3 + e 
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a. Regional expenditure (BD) 

Based On descriptive analysis results table above shows that the amount of data or N on each 

variable is valid and is 75. The average of regional expenditure from 25 Districts in Central Java 

Province period of 2012 - 2014 the samples in this research is equal to the standard deviation of 

1344731,7070 431338,73400. The minimum value of regional expenditure is Rp529.238.fine 

located in the City of Salatiga in 2013. While the maximum value of regional expenditure is 

Rp2.957.183.000.000,00 located in the City of Semarang on the year 2014. 

 

 

b. The original regional income (PAD) 

Based On descriptive analysis results table above shows that the amount of data or N on each 

variable is valid and is 75. The average Local Revenues (PAD) from 25 Districts in Central Java 

Province period of 2012 - 2014 the samples in this research is equal to the standard deviation of 

198003,7733 171034,78290. The minimum value of PAD is Rp77.799.fine located in the City of 

Salatiga on 2012. While the maximum value of PAD is Rp1.138.367.000.000,00 located in the City 

of Semarang on the year 2014. 

c. The General Allocation Fund (DAU) 

Based On descriptive analysis results table above shows that the amount of data or N on each 

variable is valid and is 75. An average of the General Allocation Fund (DAU) from 25 Districts in 

Central Java Province period of 2012 - 2014 the samples in this research is equal to the standard 

deviation of 789411,7067 217345,57220. The minimum value of DAU is Rp325.710.for a 

maximum period that there were in the City of Salatiga on 2012. While the maximum value of 

DAU is Rp1.224.711.000.000,00 located in the Banyumas district in the year 2014. 

 

 3.  Normality test 
 Normality tests done to see whether the dependent variables and independent variables 

distributed normal or not. A good regression model is distributed regression model normal. From data 

calculation, it can be concluded that the normal distributed data and proper regression model used.To 

further strengthen the test result normalitas with P plots and authors do testing with other methods that 

test one sample kolmogorov-smirnov.From the table One-Sample Kolmogorov-Smirnov Test above 

test, Normalitas can be seen on the Asymp. Sig. (2-tailed). From the test results normalitas above shows 

the great value Asymp. Sig. (2-tailed) is of 0,200 and this result states that the value of the significance 

of the regression model > 0.05. This means that the normal distributed data. 

 

4.  Multicoliniarity Test 
 Multicoliniarity tests used to know whether or not linier relationship between the independent 

variables in the regression model. Test results multikolinieritas can be seen from the value of tolerance 

and VIF him. Where to determine lack multikolinieritas in regression model which is when the value of 

tolerance consecutive patients 0.1 and the value of VIF ≤ 10. From the test results, it can be concluded 

that the three independent variables is free from the problem multikolinieritas which means not happen 

correlation among independent variables. 

 

5.   Heteroskedastisity Test 
 Heteroskedastisity tests in this research using scatter test to determine whether the plots in this 

research symptoms heteroskedastisitas or not. Test results heteroskedastisitas obtained in this research 

showed that the graph does not establish a clear pattern and the point of titiknya spread randomly well 

above and below zero on the axles Y. this means not symptoms heteroskedastisitas on regression 

model, so that the regression model in this research is worthy to be used. 
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6.  Autocorrelation Test 
 To know whether there are autocorrelation, it can be seen from the values Durbin-Watson (DW 

count). The test result seen that the value of Durbin-Watson (DW count) in this regression model has a 

value of 1,477. Based on the criteria that has been determined, DW count 1,477 values into the criteria 

-2 until 2, this means that in this regression model does not occur until the condition is not 

autocorrelated in this trial can be filled. 

 

7.  Double Linier Regression 
 This analysis aims to know the direction of the relationship between the independent variables 

with dependent variables, whether each independent variables related positive or negative. And to 

predict the value of the dependent variable when the independent variables increase or decrease. 

Following the results of the double linier regression analysis : 

 

Table 3. Double Linier Regression 

Model Unstandardized Coefficients 

 
B Std. Error 

  (Constant) -17532,098 36098,495 

PAD 1,153 0,069 

DAU 1,408 0,065 

DAK 0,380 0,619 

Source : secondary data that is processed 

 
Variable regression equation obtained PAD, DAU and DAK to regional expenditure is as follows : 

BD=17532,098+1,153PAD+1,408DAU+0,38DAK+e 

 

From the results of the multiregresi equation, each of the variables can be interpreted the influence of 

regional expenditure as follows : 

a. planck value of -17532,098 stated that if the independent variables in this research are considered 

constant (value), then regional expenditure (dependent variables) decreased by 17532,098. 

b.  in the variable Local Revenues (PAD), stated that the PAD implicated positively to regional 

expenditure is the value of 1,153 koefisiennya. This shows that every one increase the units on 

PAD variable will cause the increase of regional expenditure of 1,153. This means that the 

increasing of PAD then increasing again Shopping area. 

c. in the variable the General Allocation Fund (DAU), stated that the DAU implicated positively to 

regional expenditure namely koefisiennya value of US$1.408. This shows that every rise in one 

unit of the DAU variable will cause the increase of regional expenditure amounting US$1.408. This 

means that the higher the DAU and regional expenditure also increased. 

d. in the variable Special Allocation Fund (DAK), stated that the DAK implicated positively to 

regional expenditure is the value of 0,380 koefisiennya. This shows that every rise in one unit of 

the DAK variable will cause the increase of regional expenditure of 0,380. This means that the 

increasing of the DAK then increasing again Shopping area. 

 

8.   Hypothesis Test 
Partial Significance Test Result (t test) 

partially significance test or t test aimed to know whether in the regression model partially independent 

variables affect or not affect the dependent variables. T test results can be seen on the results of the 

processed SPSS 24.0 as follows: 
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Table 4. Partial Significance Test Result 

Variable t Count 
Significance of  

t 
Conclusions 

 PAD 16,629 0,000 Influential 

DAU 21,517 0,000 Influential 

DAK 0,614 0,541 Does not affect 

 
Partial significance test result independent variables namely Local Revenues (PAD), the General 

Allocation Fund (DAU),and the Special Allocation Fund (DAK), against regional expenditure can be 

seen in the table 4.8 columns the significance of t. In terms of the value of the significance of t as 

follows : 

 

 If the value of Sig. (T) < 0.05 (H0 rejected, Ha received : influential) 

 If the value of Sig. (T) > 0.05 (H0 accepted, Ha rejected : no effect) 

With the terms and obtained the following result : 

a. variable Local Revenues (PAD) have significance level (t) < 0.05 amounting 0,000 (H01 

rejected, Ha1 accepted). From the result shows that the original regional income influence on 

regional expenditure on Regency/City of Central Java. 

b. Variables the General Allocation Fund (DAU) have significance level (t) < 0.05 amounting 

0,000 (H02 rejected, Ha2 accepted). From the result shows that the General Allocation Fund 

influence on regional expenditure on Regency/City of Central Java. 

c. Variables Special Allocation Fund (DAK) have significance level (t) > 0.05 amounting 0,541 

(H03 accepted, Ha3 rejected). From the result shows that the Special Allocation Fund does not 

affect the regional expenditure on Regency/City of Central Java. 

 

Simultaneous Test Results (F Test) 

 The F test is used to determine whether the independent variables together or simultaneous 

influence or not influence the dependent variables. The following are the results from the simultaneous 

Test : 

Table 5. Simultaneous Test Results 

Variable F Count 
Significance of  

F 
Conclusions 

PAD, DAU, DAK  

BD 
688,566 0,000 Influential 

 

 Based on the results of simultaneous test test (F) can be seen that the value of the significance 

of F of 0,000 < 0.05. This shows that the independent variables in this research is the original regional 

income(PAD), the General Allocation Fund (DAU) and the Special Allocation Fund (DAK), together 

or simultaneous influence on regional expenditure variable. Thus it can be concluded that there is the 

influence of all the independent variables against the dependent variables. 

 

Coefficient Test Results Determination (Test R
2
) 

 The determination coefficient is used to test the greatness of the percentage variation of the 

dependent variables can be explained by the variation of independent variables. 
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Table 6. Coefficient Test Results Determination 

 

 

 

 

 

 

 

 

 

 Based on the results of the model output summary of the results of the regression analysis 

double linier seen that it said the value R2 0,965 or 96,5%. This value shows the ability of variables 

PAD, DAU and DAK, in explaining regional spending variable is of 96,5%. The rest of 0.4% 

influenced or explained by other variables that are not in the enter into the model of this research. 

 
 

CONCLUSION 
 Based on explanation of the chapter - the previous chapter and the discussion that has been 

presented about the influence of the original regional income (PAD), the General Allocation Fund 

(DAU) and the Special Allocation Fund (DAK) against the allocation of regional expenditure on the 

District in Central Java Province, it can be concluded that: 

1. The original regional income has a significant impact on the allocation of regional expenditure 

on/Kotadi district of Central Java province. The higher the PAD obtained from tax levies, 

regional wealth management results separated and other income is invalid then the greater the 

regional budget allocation issued. 

2. The General Allocation Fund (DAU) has a significant impact on the allocation of regional 

expenditure on districts in Central Java province. The greatness of regional expenditure 

allocation will be influenced by the amount of DAU in transfers from the central government. 

When the Transfer of DAU is increased from the central government thus regional expenditure 

can ascertain will also increase. 

3. The Special Allocation Fund (DAK) does not have a significant impact on the allocation of 

regional expenditure on/Kotadi district of Central Java province. This is due to the Special 

Allocation Fund could not in prediksikan each year and the Special Allocation Fund given not 

regularly by local government. 

4. The original regional income (PAD), the General Allocation Fund (DAU), the Special 

Allocation Fund (DAK) together (simultaneous) has a significant impact on the allocation of 

regional expenditure. That acquired the three funds by the local government or city government 

will affect the amount of the funds used by the local government to pembaangunan and 

shopping area in the form of regional expenditure allocation both berumber directly from the 

region in the form of PAD (original regional income) or in the form of a transfer from the 

central government, namely in the form of the General Allocation Fund (DAU) and the Special 

Allocation Fund (DAK). 

 

 

 

 

Model Summary
b
 

Model R R 

Square 

Adjusted 

R Square 

Std. Error of 

the Estimate 

Durbin-

Watson 

1 .983
a
 .967 .965 80271,76527 1,477 
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SUGGESTION 

Based on the results of the discussion and the conclusion above, author trying to provide suggestions as 

follows : 

1. For Central Java Provincial Government 

 Should pay more attention to the factors that may affect the regional expenditure in order to 

improve the quality of life and the level of prosperity in the Central Java. Now based on the results 

of this research are factors that should be more noted by the Government in the Central Java 

namely : 

a. The original regional income proved to affect regional expenditure. Therefore it is hoped that local 

governments can continue to explore the sources of the original regional income both 

intensification and ekstensifikasi to increase regional income. 

b. The General Allocation Fund that proven influence on regional expenditure. Therefore the 

Government of Central Java must continue to strive to be able to attract the General Allocation 

Fund fullest and maximize the funds get to the interests of its territory. 

2. For further researchers 

 Suggested to reproduce the sample Districts that will be in test, in addition to the district and the 

city that is in Central Java, and take the time period of research with a longer period of time. And to 

add another variable in research will come with add other independent variables in both size of the 

size or type of acceptance of other Local Government and non-financial variables such as 

government policy. 
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ABSTRACT 

The implementation of Business Intelligence system is a solution for companies to improve 

performance by using the accurate, relevant and up-to-date information on which to base their 

business decisions making yet the implementation generally challenging due to its complexity and 

costly. This paper aims to present a review about Business Intelligence and Critical Success Factors 

(CSFs) that affecting in Business Intelligence implementation to help organizations achieve a 

successful Business Intelligence system implementation. This paper used literature study to see which 

factor of CSFs that most influential in implementing the successful Business Intelligence system. The 

findings from literature review showed that the non-technical include organizational and process 

factors are the most important and influential for implementing the successful Business Intelligence 

Systems. 

 

Keyword: Business Intelligence, Critical Success Factors, Organization, Process, Technology 

 

JEL Code: M31, M39 

 

INTRODUCTION 

In today‟s ever-changing world of business, powerful transaction-oriented information systems 

are now commonplace in every major industry around the world with the demand quick results in 

Enterprises. It is becoming essential that not only is the business analysis done, but also actions in 

response to analysis of results can be performed and instantaneously changes parameters of business 

processes (Ranjan, 2009). The role of information systems (IS) in supporting core business processes 

and transactions has seen the growth in both the number and variety of implemented applications. 

Thereby, the use of IS makes organizations collect enormous amounts of data from numerous sources 

(Işık, et al., 2011). The integration of data and processes from these heterogonous systems became a 

major issue for many companies (Hawking & Sellitto, 2010).  

The lack of integration resulted in poor data quality, inconsistent data definitions and formats, 

disjointed and poorly defined business processes, and poor information access due to a diversity of user 

interface designs so it will hindered business process execution and effective decision making 

(Hawking & Sellitto, 2010). In an attempt to overcome the issues associated with poor IS integration, to 

remain competitive, and to extract the maximum possible value from their internal data assets, 

companies need to using techniques like interactive graphical data analysis, data mining and predictive 

analytics. These techniques and tools are part of a discipline referred to as Business Intelligence 

(Hawking & Sellitto, 2010).  

Business Intelligence (BI) enables organizations to use information gathered to quickly and 

constantly respond to changes (Ranjan, 2009). The purpose of the BI systems is to combine different 

data resources into information about processes in the company and provide this information in 

appropriate way and timely to company management (Horakova & Skalska, 2013); (Mesaros, et al., 

2016). Business Intelligence capabilities are critical functionalities that help an organization improve 

its performance and adapt to environmental change. They range from data reliability to the flexibility of 
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the BI in decision making support. As organizations take advantage of these capabilities, their BI use 

increases, as does the value derived from BI applications (Işık, et al., 2011). 

In fact, Business Intelligence has become an important part of the solution to providing 

decision makers, at different levels of organizations, with the accurate, relevant and up-to-date 

information on which to base their decisions (Dawson & Belle, 2013). Ranjan (2009) also stated that 

Business Intelligence enables organizations to make well informed business decisions and thus can be 

the source of competitive advantages because firms are able to extrapolate information from indicators 

in the external environment and make accurate forecasts about future trends or economic conditions. 

Once business intelligence is gathered effectively and used proactively then the firms can make 

decisions that benefit the firms.  

Despite all the interest and investments, not all BI initiatives live up to management‟s 

expectations (Işık, et al., 2011). According to Gartner, the failure level to initiative new BI to meets 

organization‟s goal is 70%. The failures occur when organizations make BI adoption decisions without 

a clear understanding of the critical BI capabilities that define the success of BI applications (Işık, et 

al., 2011). Olszak & Ziemba (2012) stated that many BI projects frequently fail or are not undertaken at 

all because there is a relatively low level of knowledge in organizations (especially SMEs) about the 

opportunities and benefits of BI systems, as well as about their critical success factors. This is because 

BI solutions are generally challenging given their complexity, so to help deal with these challenges, 

organizations are looking toward best practices and research on increasing BI success (Dawson & 

Belle, 2013).   

The objective of this paper is to present a review about Business Intelligence and Critical 

Success Factors (CSF) that affecting in BI implementation to help organizations achieve a successful 

BI system implementation. This paper reviews the CSFs that can apply in across industry generally to 

know the readiness of company in the BI system implementation. Understanding critical success factors 

is very important for the implementation of a business intelligence system (Mungree, et al., 2013). 

Critical success factors (CSFs) provide insight into those factors that organizations need to address to 

improve new BI projects‟ chances of success. Several recent studies have investigated the outcomes of 

organizational BI projects by using the CSF approach, such as research conducted by Yeoh, et al. 

(2008); Hawking & Sellitto (2010); Yeoh & Koronios (2010); Yeoh & Popovic (2016); Dawson & 

Belle (2013); etc. 

Previous study has mostly focused on testing the CSFs for the implementation of BI system in 

certain sectors, such as the financial services sector, hospitals, and small medium enterprises. What 

distinguishes this study from previous study is that the factors identified in this study can be applied to 

companies in various industrial sectors and in all sizes of companies whether small or large companies. 

The content of his study has been structured as follows. The first section reviews the problem statement 

and objective of this study. The second section describes the relevant theory and previous study. The 

third section describes the applied research method. The fourth section describes the results of author‟s 

review. The last section describes the conclusion and research implication.  

 

 

LITERATURE REVIEW 

1.   Overview of Business Intelligence 

Business Intelligence is commonly understood to includes all components of an integrated 

management support infrastructure. The most prominent tools in the current BI discussion are still 

“reporting”, “data mining” and “OLAP (Online Analytical Processing)” tools, which are primarily 

directed to the presentation and analysis of numerical business data (Baars & Kemper, 2008). From an 

application-oriented, logical perspective, a typical BI architecture consists of three layers (Baars & 

Kemper, 2008) that are based on operational sources, like Supply Chain Management (SCM), E-

Procurement Systems, Enterprise Resources Planning (ERP) Systems, Customer Relationship 

Management (CRM), and external sources. The three layers of BI framework, as follow (Kemper, et al., 

2013): 

a. Data Support Layer 
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The data support layer is responsible for storing transformed and harmonised, structured and 

unstructured data for decision support. Relevant data storing systems for unstructured data are 

document and content management systems. Then, structured data is stored in Operational Data 

Stores (ODS), Data Warehouses (DWH) and data marts. 

b. Information Generation, Storage, Distribution Layer 

This layer provides functionality to analyse structured data or unstructured content and 

supports the distribution of relevant knowledge. 

c. Information Access Layer 

The information access layer offers the user convenient access to all relevant BI functions in an 

integrated environment—within the confines of defined user roles and user rights. 

According to Atre (2003) with BI, business success is realized through rapid, easy access to 

actionable information, which in turn, is best achieved through timely and accurate insight into 

business conditions and customers, finances and markets. The successful BI brings greater profitability, 

which is the true indicator of business success. 

 

2.   Issues and Challenge of Business Intelligence 

Business Intelligence Systems (BIS), either tools, platforms, or similar applications has great 

potential to help organizations to easily access the information needed by the company to make 

business decisions and, ultimately, achieve the business objectives (Quinn, 2007). Although BI has the 

potential to improve the company performance, some of the literature indicates that there are significant 

number of companies that failed to obtain the expected benefits of BI systems implementation 

(Chenoweth, et al., 2006). According to Gartner Research Group, the failure rate in BI system 

implementation in order to meet the company's goal is 70% (King, 2016).  

 

According to Scholz, et al. (2010) there are three common BI challenges, namely: 

a. Challenges depending on usage of BI solution, such as the handling is too complicated, the 

processes of BI report building are too complicated, or personnel using the BI solution are not 

qualified enough. The data states that only 10% of users who are advanced users of BI tool, and 

the rest, by 90% in the mostly organization is non-technical business users, who are executives, 

managers, and key decision makers (Quinn, 2007). Therefore, it‟s necessary for users training 

and education. Good quality training makes users comfortable with the system and increase 

their expertise and knowledge. Thus, the benefits of the BI system can be perceived. 

b. Challenges that are connected to the BI solution and data quality, such as the software errors, 

an inadequate security function, contradictory data, low speed of the product, and insufficient 

support belong to this group. 

c. Challenges with interface such as limited data export functionalities and a problematic 

conflation of data. Those two challenges can cause the need to import or export data manually, 

which usually takes longer than automatic import or export. 

In addition, according to Yeoh, et al. (2006) the whole BI system implementation effort is a 

costly, time-consuming, resource-intensive initiative. These statement also supported by research 

conducted by Matillion who stated that evaluating the cost of a business intelligence implementation is 

usually an „iceberg model‟ exercise. The software licence spend usually represents about 20% of the 

overall cost (the visible part of the iceberg). But a further 80% (the part invisible from the surface) will 

need to be spent on consultancy, hardware, ancillary software (databases, operating systems etc.) and 

training. Usually about 40% of the total project cost will then be required annually to maintain it all. 

From the various challenges and reasons of the failure of BI systems implementation above, the biggest 

is that the company treats BI project like IT projects. In fact, BI is neither a product nor a system, but 

rather a constantly evolving strategy, vision and architecture that continously seeks to align the 

organizational operations and direction with its strategic business objectives (Atre, 2003). 

Furthermore, according to Işık, et al. (2011) one of the reasons of the failure is due to lack of 

understanding the Critical Success Factors (CSF) BI systems. A critical success factor is something that 

the organization must do well to gain the successful (Elmeziane, et al., 2011). In addition, the authors 

argue that there is a set of factors influencing the implementation of BI systems and such antecedents 
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(i.e., CSFs) are necessary (Yeoh, et al., 2008), because critical success factors can help to ensure that 

business intelligence implementation is completed on time, on budget, and delivers a stellar ROI. There 

have been numerous studies identifying the critical success factors associated with Business 

Intelligence System (BIS) implementation and use in various organization period 2006 until 2016 

presented in Table 1. 

 

3.  Critical Success Factors for Business Intelligence Success 

The concept that identifying success factors in business was first identified by Daniel (1961) 

(Hawking & Sellitto, 2010). According to Ravasan & Savoji (2014) the critical success factor is 

characteristics, condition or variable that can significantly affect the success of company that 

competing in particular industry. Therefore, a set of CSF is identified for the development of any major 

information system, such as BI system. During the design process, implementation and use of BI 

systems, businesses can run into many problems and complications that will need to be resolved. 

Therefore, its important to identified the success factors clearly. Failure in considering the CSFs will be 

a major deterrent to success (Yeoh, et al., 2006). 

Success factor represents the knowledge and application of best approaches and experiences in 

managing BI that will lead to achieving the objectives of BI and the desired economic and non-

economic effects (Mesaros, et al., 2016). According to Dawson & Belle (2013) Critical Success Factors 

provide an understanding of the factors that organizations need to be discussed to increase the chances 

of BI projects success. It is because the successful BI implementations can provide decision makers 

with information that enables them to make operational, tactical or strategic decisions (Pirttimäki, 

2007). However, despite the increasing interest in, and importance of, BI systems, there is still little 

empirical research about the Critical Success Factors (CSFs) impacting the BI system implementation 

(Yeoh, et al., 2008). Although the issues related to the implementation of BI systems is limited, but 

there are still literature related to the CSFs framework in the implementation of information systems, 

data warehouse, and project of ERP software and systems (Yeoh, et al., 2006).  Furthermore, the 

researchers emphasize a series of critical success factors. According to Mesaros, et al. (2016) not only 

technology plays a key role, but also other factors, such as people, processes, management style and 

culture of the organization, are also important. 

According to Yeoh & Koronios (2010) the critical success factors can be classified into three 

dimensions, namely the organization, processes, and technology. The elements of organizational 

dimensions includes, committed management support and sponsorship, clear vision and well-

established business cases. The process dimensions consists of business-centric championship and 

balanced team composition, business-driven and iterative development approach, and user-oriented 

change management. The technological dimensions consists of business-driven, scalable and flexible 

technical framework, sustainable data quality and integrity.  In addition, some authors propose a 

framework that includes several criteria for successful BI implementation. 

Such as the research conducted by DeLone & McLean (1992) and DeLone & McLean (2003), 

namely the system quality, information quality, and system use, which are grouped into "infrastructure 

performance". Infrastructure performance is the system quality and the standard of output (Yeoh & 

Koronios, 2010). In addition, there is a factor of process performance, which consisted of budgets and 

time schedules (Adamala & Cidrin, 2011). Process performance is how well the process of BI system 

implementation went (Yeoh & Koronios, 2010). Meanwhile Ariyachandra & Watson (2006) used four 

measures to assess the success of the architectures, namely information quality, system quality, 

individual impacts and organizational impacts. In addition, there are other criteria which to measure the 

implementation success, namely the user satisfaction and the overall system effectiveness (Hung, et al., 

2016). User satisfaction is defined as the level of users believes that the BI system can meet their needs 

(Raymond, 1990), meanwhile the overall system effectiveness describes the level to which the BI 

system can provide organizational effectiveness. Those critical factors are causing business orientation, 

which in turn, along with the factors that lead to the successful implementation, then the business 

benefits can be perceived. According to Atre (2003) if company implemented BI applications 

efficiently and properly, they can help an enterprise increase its business agility, decrease operating 

costs and improve its customer loyalty and acquisition, and in most cases these improvements bring a 
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tangible benefits, such as better customer satisfaction, increased revenue and profits, cost savings and 

higher market share. 

 

4.  Previous Studies of CSFs for Implementation of BI Systems 

There are some researchers who examine the critical success factors in the Business 

Intelligence systems implementation in businesses that are presented in Table 1. From the finding of 

previous studies, it shown that CSFs in BI system implementation are multifaceted, which is consist of 

various dimensions, like organization, processes, and technologies. According to Wixom & Watson 

(2001) organizational implementation success is the level  

 

Table 1. Selected Finding from Literature 

No. Authors Results 

1. (Yeoh, et al., 2006) An analysis of the findings demonstrated that there is a combination 

of CSFs peculiar to successful BI system implementation in 

EAMOs. Senior management, project sponsors, project leaders, 

project members, end-users and external consultants all play critical 

roles in respective Critical Success Factors. 

2. (Yeoh, et al., 2008) Organizational factors were perceived to be more important than the 

technological ones because the BI team considered them to be 

outside their direct control. In additon, according to most 

interviewees, technological difficulties can be solved by technical 

solutions. 

3. (Hawking & 

Sellitto, 2010) 

CSF associated with BI systems implementations as part of an ERP 

system environment are highly reliant on ERP systems functionality 

and the vast amount of data that ERP systems generate. 

4. (Yeoh & Koronios, 

2010) 

An analysis of the findings further indicates that non-technical 

factors, including organisational and process-related factors, are 

more influential and important than technological and data-related 

factors. 

5. (Olszak & Ziemba, 

2012) 

The obtained research results show that CSFs of BI implementation 

in Upper Silesian SMEs in Poland can be classified from three 

perspectives: organization, process, technology. from organization 

perspective - adequate budget, competent BI project manager 

(leadership) and skilled (qualified) sufficient staff/team/managers, 

past experience and coopera-tion with a BI supplier; from process 

perspective - well defined users‟ expectations (information 

requirements) and adjusting the BI solution to users‟ business 

expectations (requirements); and from technology perspective - 

integration between BI system and other systems (e.g., ERP), 

appropriate technology and tools and “user friendly” (usability) BI 

system. 

6. (Dawson & Belle, 

2013) 

The study identified that the most important CSFs for the 

participating business units belonged to the categories of 

„committed management support and champion‟, „business vision‟, 

„user involvement‟ and „data quality‟. The highest rated CSFs for 

the importance dimension for the BI in the general context were 

„data quality‟, „business case‟ and „influence of IT on business unit 

strategy‟, whilst the highest rated in the project context were „data 

quality‟, „top management support‟ and „business champion‟. 

 

7. (Mungree, et al., 

2013) 

The findings showed that the relevance and importance of the 

different factors vary according to the phase of the implementation. 

It was noted that some particular factors are most important when 

the project gets started (e.g management support, defining scope, 

committed and informed executive business sponsor), while some 
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No. Authors Results 

other factors become vital in the following stages of the project (e.g. 

user oriented change management, adequate resources). 

8. (Sangar & A.Iahad, 

2013) 

This study developed a conceptual research framework to identify 

factors that are critical in BIS implementation life cycle (pre 

implementation stage, implementation stage and post-

implementation stage). The framework gathered critical success 

factors and divided them into management and technology 

categories. 

9. (Naderinejad, et al., 

2014) 

Different variables that were categorized in the frame of 

organizational, process, and technological factors, have different 

effects. 

10

. 

(Ravasan & Savoji, 

2014) 

Considering the results, it can be understood that organizational 

component (senior management support of the projects, the 

management belief in the project and proper allocation of financial 

resources)  is the most important CSF group in the implementation 

of business intelligence systems. 

11

. 

(Denic, et al., 2016) The research shows that all factors (management support, 

champions, means, user participation, team skills, sources systems 

and startegic adjustment)are applicable to business intelligence 

implemented within ERP system, except technology development. 

12

. 

(Mesaros, et al., 

2016) 

Results of the research are directed to the formulation of one 

conclusions, and that enterprises of different sizes operating in 

different sectors today through successful implementation and use 

of technology and BI tools achieve significant positive effects − 

benefits. 

13

. 

(Yeoh & Popovic, 

2016) 

Cross-case analysis suggests that organizational factors play the 

most crucial role in determining the success of a BI system 

implementation. 

Source: Previous Studies 

 

success of implementation in addressing organizational issues,such as change management, widespread 

support, and political resistance; project implementation success is the level success of implementation 

in completing the project or process on time, on budget, with the proper functionality; technical 

implementation success is the level success of implementation in overcoming technical problems. Each 

dimension is consist of related components (e.g organization dimension, which includes top 

management support, etc). Most of the result shows that organizational factors appear to be the most 

critical factor in the BI system implementation than the other factors, especially for top management 

support. Meanwhile, according to Naderinejad, et al. (2014) and  Yeoh, et al. (2006) different 

dimensions that categorized in organizational, process, and technological, have different effects and all 

play critical roles in perspective Critical Success Factors. Furthermore, Sangar & A.Iahad, (2013) 

stated those factors have important roles in each certain stage, which is pre implementation stage, 

implementation stage and post-implementation stage. 

 

METHODOLOGY 

The aim of this study is to reviews the critical success factors or successful determinants 

required to make a business intelligence project deemed as successful within the organizations. The 

author conduct a literature review study to identify the factors by collecting papers from reputable 

database journal such as Science Direct and Google Scholar as well as International Conference from 

2006-2016 as stated in previous study table. The author was reviewed and summarized previous studies 

about business intelligence, critical success factors of business intelligence system implementation, and 

other journals that related to this topic. 
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DISCUSSION 

The aim of this chapter is to identify and describe the key factors of business intelligence 

implementation in general. Based on previous studies that reviewed in this study, most of them stated 

that there are three major dimensions of Business Intelligence system implementation CSFs namely 

organisation, process, and technology. For the organizational factor there are several critical elements 

includes the vision of organization and the whole planning aspects, such as costs, time, and people that 

involve in BI system implementation. For the process factor there are several critical elements includes 

factors in implementation process whether it can meets the critical time, budgetary, and functional 

goals. For the technological factor there are several critical elements includes how well the source 

system, technical framework, and data quality needed for the BI system implementation. Here are the 

focus areas and the development of a critical success factor in the BI systems implementation that 

classified into three dimensions, namely the organizational, process and technology and the 

components of each dimensions. The CSFs framework based on previous studies presented in Figure 1. 

 

 
Figure 1. CSFs Framework 

Source: Previous Studies 

 

 

1. Organizational 

An implementation is success when the produced system is accepted into the organization and 

integrated into work processes (Wixom & Watson, 2001). Organizational factors can affect the 

implementation success when political resistance in the organization was dealt with effectively, change 

was managed effectively, and support existed from people throughout the organization (Markus & 

Robey, 1988). Organizational support is reflected in the attitudes of the various business stakeholders; 

that is, their attitudes to change, time, cost, technology, and project scope. The components of 

organizational dimensions are: 

a. Committed Management Support and Sponsorship;  

Committed top management support; management support; ensure senior management support; 

support from senior manager; committed and informed executive sponsor; strong sponsor; stockholder 
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active involvement and sponsorship  (Yeoh, et al., 2006); (Yeoh, et al., 2008); (Yeoh & Koronios, 

2010); (Yeoh & Popovic, 2016); (Ravasan & Savoji, 2014); (Dawson & Belle, 2013); (Denic, et al., 

2016); (Hawking & Sellitto, 2010); (Mungree, et al., 2013); (Naderinejad, et al., 2014); (Sangar & 

A.Iahad, 2013); (Olszak & Ziemba, 2012); (Mesaros, et al., 2016). 

Several studies have shown that management support and sponsorship is the most important 

factor for BI system implementation and necessary for the successful implementation of BI systems. A 

consistent support and sponsorship from top management will make it easier to secure the required 

resources for operating such as finance, labor skills, organizational support, and other requirements 

during the implementation process. Management support can also be a direct involvement of business 

executives in the project steering committee (CIO, general managers, functional managers-who are also 

data owners), IT/IS managers, and project manager) that provides direction and overall support to the 

BI initiative (Yeoh & Popovic, 2016). So, they can deal with political resistance effectively when it 

arises during the implementation process, and encourage people throughout the organization to 

embrace the system. It is considering that an information system implementation can cause 

considerable organizational change that people tend to resist (Wixom & Watson, 2001).  

Adequate resources; financial resources, human resources, IT budget;  adequate resources 

including budgetary and human resources, adequate budget (Naderinejad, et al., 2014); (Olszak & 

Ziemba, 2012); (Ravasan & Savoji, 2014); (Mungree, et al., 2013); (Dawson & Belle, 2013); (Hawking 

& Sellitto, 2010); (Yeoh, et al., 2008). 

One of common mistakes that are made while establishing and managing BI program is not 

providing adequate resource (e.g money, people, and time) for supporting efforts needed for successful 

BI implementation. The adequate resources can help the project team to overcome the obstacles of BI 

systems implementation and meet the project milestones, because considering that the implementation 

of BI systems are very expensive, time-consuming and resource-intensive initiative (Yeoh, et al., 2006). 

 

b. Clear vision and well-established business case 

Clear business vision and plan; well-defined vision and clear goals for system and business, 

clear vision and well-defined information and systems requirements, clear vision and mission, 

perspective, goals, and strategy (Olszak & Ziemba, 2012); (Yeoh, et al., 2008); (Ravasan & Savoji, 

2014); (Yeoh & Popovic, 2016); (Mungree, et al., 2013); (Naderinejad, et al., 2014); (Sangar & 

A.Iahad, 2013). 

Strategic business vision is needed to direct the implementation effort. In research conducted 

by Yeoh & Koronios (2010) showed that long-term vision, especially in terms of strategic and 

organization, is required to enable the establishment of BI business case. Considering the business case 

should be aligned with the company vision as it will  ultimately have an impact on BI system adoption 

and result, that will be used to meet the business goals and requirements.  

 

Aligning the BI project with organisational business vision; align BI strategy with business 

objectives, BI and business strategy alignment, strategic alignment (Mungree, et al., 2013), (Ravasan & 

Savoji, 2014), (Denic, et al., 2016); (Yeoh, et al., 2008) 

The research conducted by Yeoh & Popovic (2016) shows one of the success factors are 

aligning the business case to introduce a BI system with their company's business vision, which in turn 

increase the possibility of BI systems implementation success. If BI implementation aligned with 

organizational strategy, it will gain the senior managers support, which will facilitate the funds needed 

to provide hardware, software and human requirements, and also provide the executive team support to 

reduce the resistance of personnel and people in the organization.  

 

Well-established business case; well defined a business problem and process (Olszak & 

Ziemba, 2012); (Sangar & A.Iahad, 2013); (Yeoh, et al., 2008); (Yeoh & Koronios, 2010); (Yeoh & 

Popovic, 2016) 

Research conducted by Yeoh & Koronios (2010) emphasized that strong business case derived 

from detailed analysis of business requirements would increase the chances of winning the top 

management support. Because the important business cases typically identify the strategic benefits, 

resources, risks, costs, and time proposed for BI systems implementation (Yeoh & Koronios, 2010). In 
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addition, a business case, also defines the high-level scope and benefits, sets the framework of business 

expectations and the business sponsor, or champion (Dawson & Belle, 2013). 

 

2. Process 

Success with process factors can be measured by how well the team meets its critical time, 

budgetary, and functional goals (Wixom & Watson, 2001). The components of process dimensions are: 

a. Business-centric championship and balanced project team composition;  

Existence of a business-centric champion; presence of a champion, champion, project 

championship, business oriented championship, leadership,  project team combination, balance 

team composition, strong project management (Hawking & Sellitto, 2010); (Dawson & Belle, 

2013); (Sangar & A.Iahad, 2013); (Naderinejad, et al., 2014); (Yeoh, et al., 2008); (Denic, et al., 

2016); (Yeoh & Koronios, 2010); (Yeoh & Popovic, 2016); (Yeoh, et al., 2006); (Ravasan & 

Savoji, 2014) . 

 According to research conducted by Yeoh, et al. (2006) stated that getting the right person 

to lead BI system implementation project is important because it can determine the BI systems 

implementation success. The project leader, or so-called champions, are required to be 

technically knowledgeable, has a deep business knowledge to be able predict organizational 

challenges that arise during the project run and able to translate business requirements into the BI 

system architecture, as well as excellent interpersonal skills for dealing with organizational 

conflict. The must be committed to the project success, must firmly in promoting the benefits of 

BI systems, and should help in resolving any internal conflict that have an impact on the project. 

In addition, the champions must be able to motivate his team in overcoming obstacles both 

technical and organization to meet project objectives (Yeoh, et al., 2008); (Yeoh & Koronios, 

2010). In addition, BI initiatives often include several functional units and requires extensive data 

and resources of the business unit. Therefore, the champions needs to ensure collaboration 

between business units and between business and BI project team (Yeoh & Popovic, 2016).  

 

Use of external consultant at early phase; external consultant, consultant ability (Yeoh, et al., 

2008); (Yeoh & Koronios, 2010); (Denic, et al., 2016); (Yeoh & Popovic, 2016). 

External consultants play an important role and  can improve the system implementation 

success, especially in the early phase of implementation since they have spent most of their time 

working on a similar project. In addition, there is a lack of experience and competence in internal 

organization, so it can be equipped with an external consultant. External consultants can provide 

an objective views of solutions for the problems that occur during the implementation processs. 

Therefore, the importance of experienced consultants, especially in the early phase of the project, 

should be considered for the companies that are planning to implement BI system in order to 

avoid an expensive and unnecessary obstacles (Yeoh & Popovic, 2016).  

 Committed expertise from business domain; experienced business intelligence 

workers (Yeoh, et al., 2008); (Yeoh & Koronios, 2010); (Mesaros, et al., 2016); (Yeoh & 

Popovic, 2016). 

Research conducted by Yeoh, et al. (2008) explained that BI team must identify and 

include expertise from business domain, especially for activities such as data standardization of, 

requirement engineering, data quality analysis, and testing. This enables the system design to be 

driven by the business and ensures that the BI needs derived from business are a driver of the 

logical data architecture. To enable business users to navigate and manipulate the data model, the 

structure and model of the system must be closely related to their perception of the business 

objectives and processes (Yeoh & Koronios, 2010). 

The team is cross-functional; project team management, strong partnership between 

the business and IT counterparts, IT knowledge and technical skills of the project team, team 

structure, appropriate team skills, coincidence of business and IT, project team combination, 

balanced team composition, team skills, involvement of business and technical, right team of 

qualified, Skilled (qualified) sufficient staff/team/managers, team related factors (Yeoh, et al., 

2008); (Ravasan & Savoji, 2014); (Denic, et al., 2016); (Yeoh & Popovic, 2016); (Mungree, et 
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al., 2013); (Naderinejad, et al., 2014); (Sangar & A.Iahad, 2013); (Hawking & Sellitto, 2010); 

(Mesaros, et al., 2016); (Olszak & Ziemba, 2012); (Yeoh & Koronios, 2010). 

BI team should be cross-functional and composed of technical and business personnel 

(Yeoh & Koronios, 2010). The composition and skill of BI team has a major influence on 

implementation success (Yeoh, et al., 2008). It is considering that BI is a business-driven project 

to provide the increased managerial decisions support, thus the appropriate IT skills, needed to 

carry out the technical aspects, while aspects of reporting and analysis should be under the realm 

of business personnel (Yeoh, et al., 2008).  

 

b. Business-driven and Iterative Development Approach 

Project scope is clearly defined; project scope, project scope management; enterprise-

wide solution scope, project planning and scope definition (Hawking & Sellitto, 2010); 

(Mungree, et al., 2013); (Yeoh, et al., 2008); (Mesaros, et al., 2016); (Yeoh, et al., 2006); (Yeoh 

& Koronios, 2010); (Yeoh & Popovic, 2016). 

The success of BI systems implementation need to consider carefully the important 

factors of the project planning and scope definition. The proper project planning facilitate the 

flexibility and adaptability to the changing requirement related to the time schedule and the 

resources provided, particularly in implementing the complex BI system and provides guidelines 

that enable the project team to focus on the important milestones and related issues while 

protecting them from tapping on the unnecessary events. Project failures can occur when 

developing a detailed plan for the project, but no one was following a plan (Yeoh, et al., 2006). 

 

Adoption of incremental delivery approach; building a pilot system and incremental 

change (Yeoh, et al., 2006); (Yeoh, et al., 2008); (Yeoh & Koronios, 2010); (Yeoh & Popovic, 

2016). 

In BI systems implementation, experts recommend to start with small changes and 

developments and then to adopt an incremental delivery, orso-called „iterative‟ approach, due to 

the efforts of a large-scale change is always filled with a greater risk due to considering the great 

variables that to be managed simultaneously. In addition, an incremental delivery approach 

allows an organisation to concentrate on critical issues, so enabling teams to prove that the 

system implementation is feasible and productive for the enterprise (Yeoh & Koronios, 2010). 

 

c. Business User-Oriented Change Management 

Formal user involvement throughout the lifecycle; stakeholder active involvement, 

participation end users, users involvement, user participations, involvement of business and 

technical, change management, effective change management, formal and interactive user 

involvement (Yeoh, et al., 2008); (Ravasan & Savoji, 2014); (Denic, et al., 2016); (Yeoh & 

Popovic, 2016); (Hawking & Sellitto, 2010); (Dawson & Belle, 2013); (Sangar & A.Iahad, 2013); 

(Mungree, et al., 2013); (Naderinejad, et al., 2014); (Olszak & Ziemba, 2012); (Yeoh, et al., 

2008); (Yeoh & Popovic, 2016); (Yeoh, et al., 2006); (Yeoh & Koronios, 2010) 

User participation occurs when users are assigned project roles and tasks and have direct 

experience of the product, so it can provide better communication of their needs, which in turn 

can help to ensure the success of system implementation (Wixom & Watson, 2001). 

Formal education, training and support are in place; training, user education and 

training; user training, formal and adequate user training (Hawking & Sellitto, 2010); (Sangar & 

A.Iahad, 2013); (Denic, et al., 2016); (Ravasan & Savoji, 2014); (Yeoh, et al., 2008); (Yeoh & 

Popovic, 2016); (Yeoh, et al., 2006); (Yeoh & Koronios, 2010). 

Formal and systematic training for end users is important when aiming for a successful 

implementation of BI systems. The appropriate training can help users to accelerate the system 

adoption and explore the necessary information more effectively. The training should focus on 

the technology itself as well as on the associated management and maintenance issues. This 

training is essential to provide the user in understanding and try new features and functions and 

learn about the configured environment and business rules from BI application. In addition, 

companies that view training as an investment rather than a cost, it will reap greater benefits from 
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the project implementation because users will be responsible for making the systems generate 

timely and accurate information (Yeoh, et al., 2006). 

3. Technological  

Wixom & Watson (2001) stated that the technical complexity of data warehousing is 

high because of the large number of diverse and disparate systems that typically need to be 

understood, reconciled, and coordinated; the large volume of data that must be extracted, 

transformed, loaded, and maintained; and the complicated analytics that often are applied to the 

data (e.g., financial profitability models, data mining algorithms). They also stated that technical 

problems may emerge at various points during a data warehousing project, such as when many, 

heterogeneous data sources must be combined and when new technology for data warehousing 

must be fit into an existing technical infrastructure. So, it is important to analyzing the 

technological factors as CSFs in the implementation Business Intelligence systems. The 

components of technological dimensions are: 

a. Business driven, scalable & flexible technical framework;  

 Stable source systems are in place, source systems, integration between BI system and 

other system, creating data warehouse organization, stable and reliable back-end systems 

(Wixom & Watson, 2001); (Yeoh, et al., 2008); (Hawking & Sellitto, 2010); (Yeoh & 

Koronios, 2010); (Olszak & Ziemba, 2012); (Mungree, et al., 2013); (Ravasan & Savoji, 

2014); (Denic, et al., 2016); (Yeoh & Popovic, 2016). 

 It means that companies must have stable source/reliable back-end system because it is 

crucial to ensure that data works well. The quality of data has a profound effect on system 

initiatives. The existence of data warehouse is aiming to integrate all the data on the 

organization. However, data on the organization is usually derived from a variety of 

heterogeneous sources so that each unique source requires special expertise and 

coordination to access the data. The existing data are often defined differently shows that 

the lack of data standards become the main fundamental problem that it is difficult or 

impossible to share and interpret the data through the application. Data were standardized 

resulting data manipulation become easier, fewer problems and ultimately make the system 

more successful that standardization of technologies and data is crucial related to the 

quality of source data (Wixom & Watson, 2001). 

 

 Establishment of a strategic, scalable, and extensible technical framework, formal 

selection of development tools and technology, appropriate technology and tools, 

extensible technical infrastructure (Yeoh, et al., 2006); (Yeoh, et al., 2008); (Yeoh & 

Koronios, 2010); (Olszak & Ziemba, 2012); (Mungree, et al., 2013); (Yeoh & Popovic, 

2016). 

 The key factor which emphasized the issue of technology is the technical framework of the 

BI system that should be able to accommodate the requirements of scalability and 

flexibility according to the needs of a dynamic business. This is because the design of a 

flexible and scalable infrastructure allows for easy expansion of the system in aligning it 

with the development of information needs. In fact, BI infrastructure involves all 

substantive tasks for technical coating lines for the overall BI environment that includes the 

implementation of new software and hardware, interoperability between legacy systems 

and new BI environment on the network and at the database level, subsystem 

administration and so on (Yeoh & Koronios, 2010). 

 

 Prototype is used as proof of concept, building a pilot system and incremental change, 

user friendly (usability) BI system, perceived usefulness, learnability and user oriented and 

friendly technologies (Yeoh, et al., 2006); (Yeoh, et al., 2008); (Yeoh & Koronios, 2010); 

(Olszak & Ziemba, 2012); (Sangar & A.Iahad, 2013); (Yeoh & Popovic, 2016). 

 The prototypes using real corporate data proved to be helpful in obtaining the acceptance 

of business stakeholders. According to most interviewees in Yeoh & Popovic (2016), 

prototypes facilitate better communication among staff of different functions, especially in 

showing them the benefits, advantages, and values an individual unit may contribute to the 
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overall organization. The case studies reveal that those organizations which have 

implemented ERP infrastructure and/or integrated asset management systems are more 

likely to achieve success. So, it would convince the stakeholders on the usefulness of BI 

system implementation. 

 

b. Sustainable data quality & integrity 

High quality of data at source systems; Data quality, data quality and reliable sources, 

data accuracy and integrity, quality of source data, good data quality at source systems 

(Wixom & Watson, 2001); (Yeoh, et al., 2006); (Yeoh, et al., 2008); (Yeoh & Koronios, 

2010); (Olszak & Ziemba, 2012); (Dawson & Belle, 2013); (Mungree, et al., 2013); 

(Sangar & A.Iahad, 2013); (Naderinejad, et al., 2014); (Mesaros, et al., 2016); (Yeoh & 

Popovic, 2016). 

 Delphi Study in Yeoh & Popovic (2016) indicates that the data quality is very 

important in the successful implementation of BI systems because data quality will affect 

the quality of the management report, which in turn will have an impact on the decisions. 

BI systems must be able to integrate different data within the organization to conduct 

further analysis through BI analysis tools. However, it will be difficult if the data in the 

source system have poor quality. Previous studies have found that the quality of existing 

data organization can have a profound effect on the initiative of the system and that 

companies that improve data management realize significant benefits. Therefore, the 

quality of data sources depends on the standardization of technology and their data (Wixom 

& Watson, 2001). 

 

Business-led establishment of common measures and classifications, data data 

classification, data security measures reinforced (Yeoh, et al., 2008); (Yeoh & Koronios, 

2010); (Dawson & Belle, 2013); (Mungree, et al., 2013); (Yeoh & Popovic, 2016). 

 Yeoh, et al. (2008) who conduct a Delphi study in Engineering Asset  Management  

Organizations (EAMOs) such as utilities and transportation enterprises, store vast amounts 

of asset-oriented data stated that a  BI  system  provides  EAMO  users  with  a  

dimensional  view  of  data  such  as  engineering assets, and each of the dimensions has its 

unique measures. In order to have consistent measures and classification across  subject  

areas,  the interviewees asserted that business-led commitment is pivotal to establish 

consensus. The BI team would  use  those  common  definitions  to  develop  an  enterprise-

wide  dimensional model  that  is  business  orientated. 

 

Sustainable dimensional and metadata model, modeling dimensional data and metadata, 

flexible and extensible data model (Yeoh, et al., 2006); (Yeoh, et al., 2008); (Yeoh & 

Koronios, 2010); (Mungree, et al., 2013); (Yeoh & Popovic, 2016) 

 Yeoh, et al. (2006) explains that in order to have the dimensions and right measurement 

of areas, consistent, important for users to build consensus on the dimensions and measures 

that will be used in the data model of the system. Many experts emphasize that the 

information needs of key user organization must be identified to enable a decision 

regarding data requirements that will meet the expectations and information needs. As a 

result, the project team will use those needs to develop a comprehensive data model 

business-oriented enterprise. Therefore, the development of metadata models on which to 

base the development of logical and physical data warehouse for the BI system will 

alleviate the problem of terminology. Model metadata should be sustainable for the long 

term to provide consistency in which the end user relies. More importantly, the metadata 

model should be flexible enough to enable the scalability of the B1 system while 

consistently providing integrity on which OLAP, data mining and executive information 

systems depend. 
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Business-led data governance` data management, data governance (Yeoh, et al., 2008); 

(Yeoh & Koronios, 2010); (Mungree, et al., 2013); (Ravasan & Savoji, 2014); (Yeoh & 

Popovic, 2016). 

 Data governance is the most underrated and underestimated in almost every BI 

development efforts. In fact, the efforts of data governance and service needs to be done to 

improve the quality of data in back-end systems as operational, maintenance, procurement, 

work management, and inventory control (Yeoh, et al., 2008), because unreliable data 

sources will have a dual effect on BI application and the results of subsequent decisions 

(Yeoh, et al., 2008). 

The CSFs identified from literature review presented in Table 2. 

 

Table 2. CSFs Identified from Literature Review 

Dimensions 
Critical Success 

Factors 
Contextual Elements Sources 

Organizational 

Committed 

management support 

& sponsorship 

Committed top management 

support 

(Yeoh, et al., 2006); (Yeoh, et al., 

2008); (Hawking & Sellitto, 2010); 

(Yeoh & Koronios, 2010); (Olszak & 

Ziemba, 2012);  (Dawson & Belle, 

2013); (Mungree, et al., 2013); (Sangar 

& A.Iahad, 2013); (Naderinejad, et al., 

2014); (Ravasan & Savoji, 2014); 

(Denic, et al., 2016); (Mesaros, et al., 

2016); (Yeoh & Popovic, 2016) 

  
Adequate resources is 

provided 

(Yeoh, et al., 2008); (Hawking & 

Sellitto, 2010); (Yeoh & Koronios, 

2010); (Olszak & Ziemba, 2012); 

(Dawson & Belle, 2013); (Mungree, et 

al., 2013); (Naderinejad, et al., 2014); 

(Ravasan & Savoji, 2014); (Yeoh & 

Popovic, 2016) 

  
Clear business vision and 

plan 

(Yeoh, et al., 2008); (Yeoh & 

Koronios, 2010); (Olszak & Ziemba, 

2012); (Mungree, et al., 2013); (Sangar 

& A.Iahad, 2013); (Naderinejad, et al., 

2014); (Ravasan & Savoji, 2014); 

(Yeoh & Popovic, 2016) 
  

 
Clear vision & well-

established business 

case 

Aligning the BI project with 

organizational business 

vision 

(Yeoh, et al., 2008); (Yeoh & 

Koronios, 2010); (Mungree, et al., 

2013), (Ravasan & Savoji, 2014), 

(Denic, et al., 2016); (Yeoh & 

Popovic, 2016) 

 

Well-established business 

case 

(Yeoh, et al., 2008); (Yeoh & 

Koronios, 2010); (Olbrich, et al., 

2012); (Sangar & A.Iahad, 2013); 

(Yeoh & Popovic, 2016) 

Process 

Business-centric 

championship & 

balanced team 

composition 

Existance of a business-

centric champion 

(Yeoh, et al., 2006); (Yeoh, et al., 

2008); (Hawking & Sellitto, 2010); 

(Yeoh & Koronios, 2010); (Dawson & 

Belle, 2013); (Sangar & A.Iahad, 

2013); (Naderinejad, et al., 2014); 

(Ravasan & Savoji, 2014); (Denic, et 
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Dimensions 
Critical Success 

Factors 
Contextual Elements Sources 

al., 2016); (Yeoh & Popovic, 2016) 

Use of external consultant 

at early phase 

(Yeoh, et al., 2008); (Yeoh & 

Koronios, 2010); (Denic, et al., 2016); 

(Yeoh & Popovic, 2016) 

Committed expertise from 

business domain 

(Yeoh, et al., 2008); (Yeoh & 

Koronios, 2010); (Mesaros, et al., 

2016); (Yeoh & Popovic, 2016) 

The team is cross-functional 

(Yeoh, et al., 2008); (Hawking & 

Sellitto, 2010); (Yeoh & Koronios, 

2010); (Olszak & Ziemba, 2012); 

(Mungree, et al., 2013); (Sangar & 

A.Iahad, 2013); (Naderinejad, et al., 

2014); (Ravasan & Savoji, 2014); 

(Denic, et al., 2016); (Mesaros, et al., 

2016); (Yeoh & Popovic, 2016) 

Business-driven & 

iterative development 

approach 

Project scope is clearly 

defined 

(Yeoh, et al., 2008); (Hawking & 

Sellitto, 2010); (Mungree, et al., 

2013); (Mesaros, et al., 2016); (Yeoh 

& Popovic, 2016) 

Adoption of incremental 

delivery approach 

(Yeoh, et al., 2006); (Yeoh, et al., 

2008); (Yeoh & Koronios, 2010); 

(Yeoh & Popovic, 2016) 

 

User-oriented change 

management 

Formal user involvement 

throughout the lifecycle 

(Yeoh, et al., 2006); (Yeoh, et al., 

2008); (Hawking & Sellitto, 2010); 

(Yeoh & Koronios, 2010);  (Olszak & 

Ziemba, 2012); (Dawson & Belle, 

2013); (Mungree, et al., 2013); (Sangar 

& A.Iahad, 2013); (Naderinejad, et al., 

2014);  (Ravasan & Savoji, 2014); 

(Denic, et al., 2016); (Yeoh & 

Popovic, 2016) 

Formal education, training, 

and support are in place 

(Yeoh, et al., 2006); (Yeoh, et al., 

2008); (Hawking & Sellitto, 2010); 

(Yeoh & Koronios, 2010) ; (Sangar & 

A.Iahad, 2013); (Ravasan & Savoji, 

2014); (Denic, et al., 2016); (Yeoh & 

Popovic, 2016) 

Technological 

Business driven, 

scalable & flexible 

technical framework 

Stable source systems are in 

place 

(Wixom & Watson, 2001); (Yeoh, et 

al., 2008); (Hawking & Sellitto, 2010); 

(Yeoh & Koronios, 2010); (Olszak & 

Ziemba, 2012); (Mungree, et al., 

2013); (Ravasan & Savoji, 2014); 

(Denic, et al., 2016); (Yeoh & 

Popovic, 2016) 

Establishment of a stragic, 

scalable, and extensible 

technical framework 

(Yeoh, et al., 2006); (Yeoh, et al., 

2008); (Yeoh & Koronios, 2010); 

(Olszak & Ziemba, 2012); (Mungree, 

et al., 2013); (Yeoh & Popovic, 2016) 

Prototype is used as proof 

of concept 

(Yeoh, et al., 2006); (Yeoh, et al., 

2008); (Yeoh & Koronios, 2010); 

(Olszak & Ziemba, 2012); (Sangar & 

A.Iahad, 2013); (Yeoh & Popovic, 

2016) 

Sustainable data 

quality & integrity 

High quality of data at 

source systems 

(Wixom & Watson, 2001); (Yeoh, et 

al., 2006); (Yeoh, et al., 2008); (Yeoh 

& Koronios, 2010); (Olszak & 
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Dimensions 
Critical Success 

Factors 
Contextual Elements Sources 

Ziemba, 2012); (Dawson & Belle, 

2013); (Mungree, et al., 2013); (Sangar 

& A.Iahad, 2013); (Naderinejad, et al., 

2014); (Mesaros, et al., 2016).  

 

 

Business-led establishment 

of common measures and 

classifications 

(Yeoh, et al., 2008); (Yeoh & 

Koronios, 2010); (Dawson & Belle, 

2013); (Mungree, et al., 2013); (Yeoh 

& Popovic, 2016) 

 

Sustainable dimensional and 

metadata model 

(Yeoh, et al., 2006); (Yeoh, et al., 

2008); (Yeoh & Koronios, 2010); 

(Mungree, et al., 2013); (Yeoh & 

Popovic, 2016) 

  

Business-led data 

governance 

(Yeoh, et al., 2008); (Yeoh & 

Koronios, 2010); (Mungree, et al., 

2013); (Ravasan & Savoji, 2014); 

(Yeoh & Popovic, 2016) 

Source: Previous Studies 

 

CONCLUSION 

Understanding the Critical Success Factors in implementing the Business Intelligence Systems 

is important if companies want the implementation to be successful. This paper reviews a variety of 

journals that examine the effect/impact of CFSs in implementing BI systems. Implementing system like 

Business Intelligence Systems is costly and time-consuming so that companies must pay attention to the 

three key factors that is organizational, process, and technology. Based on previous study, most of it 

stated that among the three key factors, the organizational and process factor is the most important and 

influential for implementing the successful Business Intelligence Systems.  

So based on the explanation in this study, the company may consider which factors and why 

that factors can affect the successful implementation of BI systems in their companies. However, 

companies also need to consider carefully the application of CFSs in implementing the BI system 

because contextual issues of CSFs may vary because dimensional organization and processes which 

may be different. Organizations are in a better position to address the CSFs through business-

orientation approach. That is, without the encouragement of a clear business purpose, BI initiatives 

rarely produce a great impact. So, the implementation of BI systems is more likely to be successful 

when a specific business needs can be identified early and used in the implementation effort. Limitation 

of this study that this study only describes the factors that already exist in previous research and did not 

identify new factors that may affect the success of BI system implementation. Therefore, it is hoped 

that further research can identify new factors that influence the success of BI system implementation. 
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ABSTRACT 
Some scholars believe treating volatility and uncertainty same, is the mistake that most businesses do 

and recommend against doing that. But this view does not look very convincing. Reason being both- 

uncertainty and volatility- are so very interrelated (and overlapping) that differentiating between them 

seem forceful and superficial. However, at the same time, it could not be negate the possibility of mixing 

up both the terms and let ourselves fail in understanding ‘who’ are we dealing with. For instance, the 

question may arise- are the dealing with volatility or uncertainty? In either situation, whatsoever, 

looking out for one can lead to the other. Both volatility and uncertainty, simply co-exist. In fact, seeing 

them collectively as one will rather give a holistic picture of the business environment and thus, it will 

be easier for the businesses to manage them. Strategies like building operational and leadership agility, 

creating adaptive firms, inculcating complex thinking, doing mental modelling etc., are very general 

techniques and can be applied to both the contexts without any peculiarity. What really matters is- 

choosing how. 

 

Key Words:  Volatility, Uncertainty, Strategies, Business Environment, Framework 

 

JEL Code: M14, M21, O33 

 

INTRODUCTION 
The Good and the Bad Volatility 

Things can quickly go wrong in a volatile environment. For example, a volatile surge in 

electricity can cause a gadget to malfunction and untimely fail. Does that mean volatility is bad because 

it puts some sort of risk? Consider a volatile stock that fluctuates and touches a new-high and a new-low 

during its tenure. Thisnew-high, stock doesn‟t give you any risk, but at this new-low it certainly does? 

Compared to earlier example; the later example concludes that volatility isn‟t always a risky affair. The 

premise that „volatility-uncertainty needs safeguarding‟ therefore becomes a universal truth. For 

example, installing a miniature circuit breaker or MCB to protect your electronic gadget from volatile 

spike in the electricity flow. Similarly, for investors or asset managers hedging the stock that is, buy 

more when the stock‟sprice goes down amounts to safeguarding your investments. In financial terms, it 

refers to as „rupee cost averaging‟. Basis the discussion above we can conclude volatility can be good or 

bad and this explains why should it matter; to prepare to deal with it, if it gets risky.  

When trading stocks, an investor may like to put a ceiling to buying or selling of certain stocks on his 

trading platform to self safeguard from incurring losses or managing for higherprofits. Similarly, adding 

a stabilizer in addition to a MCB to an electric gadget say air conditioner can protect it from breaking 

out further.Just like a thermostat that automatically deactivates a device after reaching a certain 

temperature like water heaters. The point is one should be able to sense the difference between the good 

and the bad side of volatility and accordingly, arrange to protect your investment (like A.C) or 

maximize your investments/gains (like stocks) as explained in the examples above.      

Statistically, volatility is measured as the standard deviation from the expectation. Consider it as 

members of a certain group differing in their opinion from the average opinion of this group. This 

variance in opinion (from the average opinion of the group) is the standard deviation. This deviation can 

be good if not many members of the group differs in their opinions, but will be bad, if they would do. 

How good (high) or bad (low)- to know thatit must find out a) what is causing such members to differ 

mailto:himanshudutt@gmail.com
mailto:emmyindra@gmail.com
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from the average opinion of the group and, b) measure the   severity of impact of this cause – i.e. how 

good or bad.  

 

Relation between Volatility and Uncertainty  

This brings us to think– cause(s) for this deviation and impact of (each of) the cause – to 

safeguard and/or maximize our chances for potential gains. Pondering over this thinking will help us in 

treating the volatility. To sort this out further, let‟s go back again to our examples.    

Regularly, static current-voltage to flow through the circuits for gadgets to ply fine.Tempering with this 

flow can cause switch to short circuit causing bulb to flick erratically or die, cut off electricity, or at a 

larger level may become reason for the fire, positing health hazards and investment loss. Interestingly, 

investor expect the shares have bought should rally high and the ones investor would want to pick 

should come down. Behavioural, attitudinal, cognitive- all sort of studies suggests it‟s only normal for 

humans to rationalize gains for their personal consumption. Economics as well supports this belief.We 

would also suggest you look at the consumer satisfaction studies
1
 where volatile satisfactions are 

recorded to correct the alignment between the expected and the actual state, to gain control of the 

consumer by locating the service-quality gaps. But having said that, such gains are notunder our direct 

control and, largely depend upon the uncertainty in the environmentthat is producing this volatility as 

well. For example, stock prices soar (or plummet) when a political party comes with a majority to form 

Government, on the expectations of a good monsoon or a sound GDP forecast.In each of these cases, 

uncertainty loomed until the election results or the weather and research forecasts were out. Moving 

from uncertainty to certainty holds the key to progress, at least this shows from our explanation above 

but the lack of (adequate) information about our environment is what holds it back.  

There isa thin line difference exists between uncertainty and volatility. Some idea or likelihood 

about the uncertain future event likefor e.g. one of the party will win if election happens ormonsoon 

heads every year in the month of June. So, there is a certain input about this cause and effect.This can 

be use to anticipate,how does our business landscape will change if a certain party wins or when 

monsoon shows up or when the World Bank forecasts our GDP growth. For example, real-estate prices, 

consumer inflation index and corruption (black money) were anticipated to come down after a certain 

party‟s winning
2
. Similarly, production of food grains, GDP growthand performance of agro-based 

stocks were anticipated to go up on the signs of good monsoon
3
. This is predicting the uncertainty. But, 

volatility makes this prediction hard. It is hard to express for how long realty sector will continue to 

operate at a certain „highest-low‟ rate. Like it was difficult knowing earlier how fast real-estate prices 

will pick-up. If this volatility known, investors would have invested more in procuring property (rather 

investing in gold or mutual funds) when the Indian property rally began sometimes earlier in the year 

2009 lasted till 2013. Investors who anticipated it, minted money with prices going up 6-10 times 

(Nathan, 2016). Those entered late got stuck and may have lost a proportionate money due to the crash 

of the property bubble. Thus, volatility is unstable (can get instant and wild), unexpected (can happen 

anytime) and, largely unknown (not under control directly) change.Understanding such 

opportunities(and threats)like in our real-estateexample inherent in the situation, is the key to 

winning.This helps us to concludetwo things about the relation between the duo- one,„volatility stems 

from the uncertainty‟and, two,„itis not always under our direct control‟.This has also been noted by 

various scholars as well (Kail,2010; Lawrence, 2013; Mack et. al, 2016).  

Volatility and uncertainty haddemonstrated theoretically and related to what degrees they are 

associated with each other, this can be the hypothesis for the future research. This uncertainty-volatility 

can be simply explored by the businesses.This research begins with a deep understanding of volatility. 

 

Befriending Volatility 

As stated, volatility is not always bad- it has good side too. It is generally said that beauty lies in 

the eyes of beholder.  

                                                           
1
Coined by Richard L. Oliver in 1977 and further in 1980, the Expectation-Confirmation Theory is used for 

studying post consumption satisfaction of customers compared to their expectations, perceived performance and 

disconfirmation of belief 
2
 BJP Manifesto, 2017 

3
Based on Saha et al. 1979. The Indian monsoon and its economic impact. Geo Journal; 3(2):171-178.  
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Allan Lichtman, a distinguished professor of history at American University has predicted correctly 

over 30 years about who will win the presidential election in U.S. eight times.He has designed 13 keys 

(historical factors) based on four political, seven performance, and two personalityfactors and uses a 

system of true/false statements to predict winning. His premise is if 6 or more of the 13 are false; the 

party is predicted loser.  

While all the exit polls in U.S media predicted winning for Hilary Clinton; Prof Allan amused 

everybody with his correct prediction about Donald Trump in his book
4
 but more interestingly about his 

13 keys that he derived by looking at every American presidential election between 1860 to 1980. He 

considered historic data volatility (for e.g. quality of decisions they took, said or acted) of the candidates 

running for the polls. For example, key 1 tended toabout how well did they do in the midterms, key 11 

about foreign policy (of republicans and democratic), and key 13 where party in power gets a "false" if 

a third-party candidate is anticipated to get 5 percent of the vote or more.We presume that historic 

volatility of data about candidates helped Allan predicted Trump victory compared to large media 

houses whose predictions came from people‟s opinion about the candidates.  

Predicting the future is notoriously difficult. We need certain parameters to do it- that‟s what 

example above tells us. This force us toinquiryinto parameters to look out for and where to find them. 

To do this thinking, we are going to need a framework or setting a sort of boundary to focus on how to 

use future volatility to our fervor.This is however not new thing to do. Allan too exactly did just that- 

created a framework that dwelled into political, performance and personality based personas comprising 

of 13 keys for predicting. Noted economists, financial pundits like Charles Kindleberger
5
basis their 

framework (of data model) that studiedhistorical (economic-financial) volatility affirmed that financial 

crisis (or the economic slowdown) occur about once every decade. In fact, the whole Keynesian
6
view 

suggests if the economy is left itself to the forces of demand-supply, the revival of the economy might 

take unusually a lot longer time to correct itself. Hence, to balance volatility,the Governments must 

apply monetary and fiscal policies and correct the employment, inflation and expenditure issues. It 

clearly suggests that (aggregate) demand is influenced by a host of economic decisions and behaves 

erratically. It also took cognizance of volatility framework, as a matter of fact. In fact, elasticity in 

economics is a sort of representation of volatility. Let‟s look at a few more examples to augment our 

understanding. 

Volatility is a crucial parameter in reporting weather, capturing uncertainty of wind power 

(Shen and Ritter, 2015). Not only this, it affects wind power production also hence studying volatility 

holds significance for the Geologists as well. Cardiologist use heart-rate volatility as a prognostic tool in 

cardiology to classify the risk of attack and in other cases to predict the cause of death computed as 

CVRD (cardiac volatility–related dysfunction). Using this, doctors canpredict death as early as 24 

hoursbefore (Grogan et al.,2004). Similarly, seismologists use seismic volatility or seismic waves to 

learn about earthquakes through different magnitude scales basis which, they determine earthquake 

intensity, its duration and the epicenter (Zang, 2015). Seismographs use volatility in Earth‟s interior and 

report its impact as„ground motion‟using a seismogram. Financial world perhaps serves as the best 

example when it comes to using volatility best to the investors‟ advantage. Wise investors befriend 

volatility to grow their investment by controlling financial turbulence. Great investors like Warren 

Buffett
7
 advise to make market volatility work for you; deeming it „not risk but opportunity‟. How? 

Simply, buy more(and sellhigh) when the desired stock show volatility downward to average your total 

costs. Mostasset managersof mutual funds take the annualized standard deviation of historical returns to 

get a forward-looking estimate of the stocks. Sharpe ratio is another popular metric used by financial 

veterans to measure risk-reward relationship forinvestments. It measures excess return per unit of risk, 

where risk is calculated as volatility. The use of metric/method depends upon the framework. For 

example, Shiller (1981) used volatility as a measure to assess market efficiency. His framework was 

based on the collection of investor attitudes that later resulted in „stock market confidence index‟ for 

speculating the stock market movement for investors. Thus, we conclude that befriending volatility can 

                                                           
4
Lichtman, A. Predicting the Next President: The Keys to the White House; Jan. 2016; Rowman and Littlefield. 

5
 Economic historian,well known for his hegemonic stability theory and book, The Great Depression; was also the 

Professor of International Economics at MIT. See Pollock, A.J. (2015) for more about his affirmation about 

financial crisis. 
6
 Given by John Maynard Keynes in book called General Theory of Employment, Interest and Money in 1936 

basis the authors observation about The Great Depression. 
7
 Berkshire Hathaway CEO, owns about 60 companies and considered as the world’s most successful investor. 
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helpin protecting interests and optimizingdecisions.What matters, is one should know the framework 

and method to do so?
8
 

Thus, the way forward for describing uncertaintyand finding out and move towards achieving 

certainty i.e. convergence of predictive guessesinto routine source of information, will then be reviewed 

and analyzed. 

 

ANALYSIS 
Moving from Uncertainty to Certainty  

Statistically, uncertainty can be expressed in terms of probabilities(Tabak, 2004),whose purpose 

is to achieve „realism‟. Understanding basic probability model
9
hence becomes an importantfeature in 

decoding it. It can help ascertain many things by optimizing the chance of winning or losing amongst 

uncertainty (Gilbert and Mosteller, 1966). To relate it better, imagine you are a business manager who‟s 

interested in finding out the probability of your customers if they will recommend you or not, in other 

words the „likelihood to recommend‟
10

. There‟s some sort of randomness (of behaviour, situation, 

phenomenon) attached to this notion that makes it unpredictable. For example, how would you know if 

a certain set of customers will recommend you or not? You‟d certainly need a framework and a metric 

to apply to the past data transactionsor calculatethe lifetime value
11

 of each customer in case they are 

transacting for the first time. Probability can enable us to predict it based on certain trends and patterns 

that are a part of bigger framework.For example, data about customers‟ behaviours and transactions 

processed using Recency-Frequency-Monetary or the Lifetime Valuation- to identify which set of 

would be more profitable to serve.It is therefore,we reiterate, that it essential to design a framework 

(and some metric to observe its measurement) to reduce or removethe randomness (uncertainty).It is 

called„achieving realism‟. This realism leadsthe „uncertainty to certainty‟. To be able to achieve this 

state, we must learn to distinguish and classify uncertainty into types. Accordingly, the framework can 

be made and expectations to govern it can be set. 

In several scholars, there is an inherent relationship between organizations and their operating 

environment (Botha et al., 2008; Hoverstadt, 2008; Wilden and Gudergan, 2015; Vachon and 

Hajmohammad 2016). Uncertainty thus, is a fundamental trait of the business environment. To 

understand it, organizations must learn to reduce uncertainty. If anticipated fast and treated well, it can 

become a big source of competitive advantage but if not, then it can prove to be a dampener to its 

survival and growth. So, businesses must manage it. To be able to do this, they must have some 

information about type or nature of uncertainty.   

Milliken (1987) has recognized three types of uncertainty-state, effect & response– that are experienced 

by the organizations. State uncertainty is the inability to predict how the components of the business 

environment are changing. Ascertaining it will require finding out interrelationships between the 

elements of the environment. For example, an e-commerce firm‟s inability to predict the “likelihood of 

demonetization” and the “likely behaviour of the competitors”, if demonetization occurs. In both 

situations, a clear understanding of the „state‟ orthe situation is missing.    

Second type is effect uncertainty. It is the inability to predict how a future state or 

environmental change will impact the organization. It mainly deals with predicting nature, severity, and 

timing of the impact. For example, the same e-commerce firm‟s inability to predict the “likelihood of 

impact of demonetization on cash-on-delivery sales”. In effect uncertainty, there will be some idea 

about a certain environmental change in future but unable to predict its effect. For example, the average 

                                                           
8
 For example, calculating volatility for stock prices will require historical data of closing prices, calculate daily 

returns and use standard deviation of daily returns.  
9
 Probability Model is mathematically representing a random phenomenon. So, if there are x possible outcomes of 

some phenomenon with each has an equal chance of selection, then probability that any one will be chosen can be 

stated as 1/x. Either it will be 0 or 1. It has events within the sample space and probabilities associated with the 

outcome. 
10

 Fred Reichheld advocated that „likelihood to recommend‟ is a better metric for measuring customer loyalty over 

other popular surveys. He developed a methodology called Net Promoter Score to segment the customers of a 

Company into promoters, passives and detractors. For this he uses the formula: % of promoters minus % of 

detractors.     
11

 Lifetime Value (LTV) as stated by V. Kumar (2008) is a measure for knowing future buying potential of a 

firm‟s customers or simply put the customer value. Idea behind is not every customer is profitable and LTV as a 

loyalty metric can help predict what set of customers will be (more) profitable to serve.  
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age
12

 of Indians in 2020 will be 29 compared to 37 in China but unable to predict the effect of this 

change on product sales of same e-commerce retailer. Unlike state uncertainty, the advantage here is 

that there are some certainty about changes in the business environment (like, largest young work 

force). Its disadvantage is- it lacks understanding of cause and effect- so even if the cause is known; its 

effect largely remains unpredictable. 

Final and the third type is response uncertainty. It is the inability to predict what options 

(response choice) are available to an organization caused by the state and effect uncertainties. For 

example, the same e-commerce firm‟s inability to predict choices to deal with the “likelihood of 

declining cash-on-delivery-sales” caused by the demonetization. For example, it can use a third-party 

payment banks as a tie-up or get a payment bank license of its own, or just continue doing cash sales 

giving choice to the consumers to use their debit/credit cards instead of cash. Predicting the outcome to 

generate choices when there is perceived need to act is what response uncertainty is about. It is mostly 

done basis the value or utility associated with each response choice. Based on our discussion, we 

conclude that uncertainty is a fundamental problem facing the organizations. Understanding it well only 

can help the organizations to deal with it. 

After describing volatility and uncertainty individually, now we attempt to look at both collectively.  

 

Working with Volatile-Uncertain Situations 
A certain amount of volatility can be managed. We see over the time investors have learnt to 

deal with volatility. But, it gets significantly difficult for them to deal with lots of uncertainty(Krishan, 

2017). For example, Brexit and our own de-regulation of currency last year,did exactly that- added to 

the growing uncertainty in the business environment. Britain exiting EUimpactedthe UK in terms of 

foreign investments, a fall in the Poundand, India in terms of valuation of stocks for Indian firms like 

Tata Motors and Steel, and earnings for IT firms like TCS, Tech Mahindra, Wipro whose7-12 percent 

revenue came from UK (Dutt, 2016). Similarly, the currency de-regulation triggered volatility in the 

gold prices overnight,resulted in the lowering of our GDP forecast and above all, put India on the 

trajectory path to cashless payments (Mukhopadhyay,2016). Now, the point here is, not to recollect the 

aftermaths or future potential of Brexit or De-monetization. The purpose is to stress that uncertainty 

even about a single event can cause different impact on different businesses. Evaluating each future 

event for a perceived impact on the business growth therefore, becomes an important criterion to 

consider. In other words, some sort of quantification ofthe event will be required for its measurement. 

And, this completes the framework (situation assessment by setting a boundary-area for thinking, 

choosing the metric/method to process the situation and applying, and finally, quantifying it for 

measuring the impact) for working with volatility and uncertainty.     

Uncertainty-Volatility can be reasonably quantified. We saw standard deviation (of annualized 

historic volatility) and, probability method (chance of winning) as some of the ways to do it. We just 

need to know the „type‟ and the „purpose‟ of using it. For example, you want to know how to pick-up 

the best stock in its category amidst volatility and environmental uncertainty. One way is to look at the 

annualized standard deviation of that stock‟s prices over a period of time and predict. Another way to do 

it is to look at the future volatility of the stocks. This is expressed as a percentage of the stock 

pricechange from standard deviation, that is used to find out how much stock price has moved up from 

its original price.Both approaches differ in their perspective. The latter is historical and backward-

looking since it‟s already realized in the past, while the former is implied and dynamic due to its 

reliance more on the future activity. Both have their own pros and cons.  

In texts, implied or future volatility scores over the historicalvolatility for being better indicator 

of the future events (it‟s forward-looking and efficient in predicting future variability) but unlike 

historical volatility it is hard to ascertain (Christensen and Prabhala, 1998; Ederington and Wei, 2002; 

Koopman et al., 2005).But in the end, both the types are related to performance; this is how weanalyze 

them for their impact and size. For example, a large IT project may study volatility-uncertainty to 

estimate its impact on its project plan to calculate how it can affect project budget, completion time and 

future scope (Sauer et al., 2007). Thus, purpose also becomes important. Our objective, however, is not 

really to dwell into the methods and learn how to quantify volatility-uncertainty but to vision a 

framework, conceptually.It may also be noted thatin quantifying these twofor results;data richness 

anderror-rate are vital metrics. 

                                                           
12

'By 2020, India will have the largest young workforce'. The Times of India, Mar 12, 2016 
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So far, a lot has been discussed about the distinctness (what are their types/nature), relationship 

(does volatility stems from uncertainty), relevance (how predicting them can help maximize business 

gains) and measurement (how probability, strategic models can be used to leverage these for predicting 

accurately) about uncertainty and volatility in the management world. Bloom (2014) raised the similar 

questions about uncertainty–its patterns, variance,behaviour and severity of impact. But what these 

management papers do not focus is how to define a framework for working with them, collectively. Our 

attempt is to do just that. 

 

Strategies to Deal with Volatility & Uncertainty 
Business uncertainty is the perceived inabilityof the business to predict accurately the future 

consequences of a decision (its scope goes well beyond predicting the likelihood of a future event). This 

inability can largely be attributed to either lack of sufficient information for prediction or inability to 

distinguish between the relevant-irrelevant data continuum. Often the source of this inability is 

externali.e. outside the control of the businesses or at least not in the direct control. Therefore, some sort 

of understanding about its type and metric to measure it will be needed to locate and report it 

respectively. We have iterated that before as well. For example, Porter‟s framework (1990) tries to 

measure it in relation to specific components like suppliers, competitors, consumers etc. to determine 

competitive intensity and industry attractiveness. It lets the business analyze what to observe 

for,regarding his five forces. Volatility, complexity and heterogeneity are cause of this uncertainty 

which these five forces try to address. Balanced scorecard
13

by Norton and Kaplan (2001) is another 

approach in this direction. Similarly, many other strategic models like SWOT
14

 (Dobrović, Ž, 2001), 

PESTEL
15

and Scenario Planning
16

 (Walsh, 2005) existthat can help businesses deal with uncertainty-

volatility continuum in one way or the other. In all theseframework,the components of the environment 

are assessed for their state, effect and response uncertaintiesfor addressing them and further sources of 

volatility can be implored.But it‟s easier said than done. So, next we are going to check out how 

strategically, we can deal with them.  

 

Table 1: Framework for Dealing with Volatility-Uncertainty 

 Volatility Uncertainty Authors 

Definition Liable to change rapidly and 

unpredictably, especially for the 

worse 

not able to be relied on; not 

known or definite 

Brownbill 

(2016) 

Nature, speed, volume, magnitude 

and dynamics of change 

The lack of predictability of 

issues and events 

Horney et al. 

(2010) 

Characteristics Unexpected, unstable, unknown for 

duration, and hard to understand 

phenomenon, too little knowledge 

available to deal with 

Lack of complete 

information however cause 

and effect about future 

event (change) is known 

Bennett and 

Lemoine 

(2014) 

Types Two types: historical and implied 

(Christensen and Prabhala,1998; 

Ederington and Wei, 2002) 

Three types: state, effect, 

response (Milliken, 1987)  

Various 

authors (see 

the box) 

                                                           
13

Balanced Scorecard uses strategy to visualize and map how value can be created; connects the big dot strategy 

elements such as mission, vision, core values, strategic focus areas, and operational elements. It uses four 

perspective viz. Financial, Customer, Internal Process and Organisational learning and measures each one of them. 

Seewww.balancedscorecard.org and Norton and Kaplan (2001) for details.  
14

SWOT means analysis of a firm‟s/product‟s Strengths, Weakness, Opportunities & Threats.  
15

PESTEL means analysis of firm‟s Political, Economic, Socio-cultural, Technological, Ecological and Legal 

environment. 
16

 Scenario Planning is a strategy development technique that perceives different scenarios and their outcomes for 

creating a model to tackle environment uncertainty, applying to situations that may confront business. 

http://www.balancedscorecard.org/
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 Volatility Uncertainty Authors 

Relationship 

between 

Interrelated but not same and both require different treatment due 

to heterogeneity in nature (Kail, 2010; Berinato, 2004) & impact 

not under firm's direct control (Sauer et al., 2007; Mack et al., 

2016) 

Situations 

business face 

Things change fast but not in a 

predictable trend or repeatable 

pattern 

Major “disruptive” changes 

occur frequently. Past is not 

an accurate predictor of the 

future, and identifying and 

preparing for “what will 

come next” is extremely 

difficult 

Sullivan 

(2012) 

Traits required 

to deal with 

Data into action, communicate in 

few words and without jargons, 

one-liners, and, translate your intent 

into objectives, tasks or a result you 

want team to achieve 

Mental modelling for 

creating scenarios. Make 

them flexible and 

measurable for outcomes by 

glancing forward and 

looking back. 

Kail (2010) 

Champion the art of complex thinking unlike traditional training 

methods 

Petrie (2011) 

Become 'adaptive‟ by learning better, faster, and more 

economically than peers, for “adaptive advantage 

Lawrence 

(2013) 

Framework to 

deal with 

Use 'agility' for effective resource 

allocation, building back-up, 

potential future flexibility 

Information (in sense of 

right use of data for getting 

new perspectives) 

Bennett and 

Lemoine 

(2014) 

Use risk dashboards - classify total risks, create an order in terms 

of their impact on business, score and prioritize. Spot potential 

upside -scale using flexibility by uncovering all the sources of 

volatility, create a bucket list, and react to critical ones. 

Distribution of outcomes-using probability method, extrapolate the 

scenarios and look for variance from the base-line.  

Doheny et al. 

(2012) 

Strategic-models 

to deal with 

Two ways: Historical Volatility 

calculated using annualized 

standard deviation e.g. stock prices. 

Future or Implied Volatility 

expressed as percentage of price 

change from standard deviation, to 

know how much a stock has moved 

from its base/original price 

(Koopman et al., 2005) 

Environment assessment 

using SWOT (Dobrović, 

2001); PESTEL and 

Scenario Planning (Walsh, 

2005) - for offsetting 

uncertainty 

Various 

authors (see 

the box) 

 

In this VUCA world, as per Whiteman (1998), VUCA stands for Volatility, Uncertainty, 

Complexity and Ambiguity that resulted after the end of war. The term was coined by the U.S army. 

However, this paper is restricted to discussing the first two components of the acronym to make it 

relevant for our context.  

It is foundthat volatility is the functionof uncertainty and caused due to the randomness whose 

boundaries are not defined or set; making it an unpredictable change essentially dangerous in its 

consequences (Bennett and Lemoine, 2014). This statement treats uncertainty and volatility as separate 

but not independent. We may use the both terms interchangeably at times but they are not really the 

same, though interwoven. 

It has been noticed almost every time-when managers were asked howdid managers deal with 

volatility and uncertainty at work; managers responded back with words resonating-innovative, creative, 

flexible, agile, process-driven, technology-enabled, effective change management, visionary leadership 

and similar jargons in their statements.A clear-cut explanation was missing. Nomodel or framework in 
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practiceas such existed which they could talk about. This forced us to think- then how can these 

organizations position themselves in their business environment,especially without any metric or model 

to predict a situation and subsequently, its future impact of the decision taken to tackle this situation. To 

anticipate that in the absence of any framework or model any of these two things will happen. Either 

businesses will miss taking the cognizance of the situation and suffer, or they are likely to misinterpret 

it and make costly mistakes. Thus, is it clear that some navigation- in the name of framework will be 

needed. 

Bennett and Lemoine (2014) suggest „agility‟ to address volatility and, „information‟ to offset 

uncertainty. According to them, volatility requires aggressively directing resources towards building 

back-up and creating the potential for future flexibility while uncertainty need new data separate from 

existing information sources to get new perspectives.  

Doheny et al. (2012) also prescribes operational agilityfor seeking advantage and mitigating risks (like 

for e.g. risk of rejection due to poor quality or disruption in production process) arising out of volatility. 

How? By creating a list of associated risks in let‟s say in supply chain (like for e.g. what problem may 

occur and where), assessing them in the order of impact on our (business) objective (like for e.g. on 

quality, timing and costs of our product), create a scoring system to convert assessment and, prioritize. 

To measure impact considering tracking and reporting risks-related issues using something like “risk 

dashboards”. This is called “mitigating downward risk”. Another way is, “spot upside potential”. This 

approach suggests rather watching out for risks to mitigate; spot the upside potential. Now this is related 

to uncertainty – locating opportunities to leverage their full potential in scaling business. The advice 

here is to improve the degree of flexibility to react to situation (for e.g. the predicting demand). To 

become flexible, we must perceive all sources from where volatility can seep in, and then zero-in to 

identify the critical that mattered most. This approach is chiefly important for emerging markets where 

unpredictable regulations- like demonetization, demographics- like rising middle class variations and 

market conditions- like high price sensitivity-high quality etc. can cause volatility. This is also 

important in the context of emerging markets more because baseline data (i.e. historical volatility) to 

plan for it as it will not be available for every case. Accordingly, the best and worst case scenario can be 

extrapolated as distribution of outcomes (scenarios) using probability (like for e.g. product supply and 

the geographical demand). Plotting these scenarios on bell-curve now the organization can evaluate 

gaps in its operational flexibility for different the time periods and assess what it has lost and hold to 

gain in future.  

 BCG uses the term „adaptive firms‟ as an essential business trait to overcome uncertainty and 

volatility. According to them “adaptive firms can adjust and learn better, faster, and more economically 

than their peers, giving them an “adaptive advantage” (Lawrence, 2013). On similar lines, Horney et al. 

(2010) proposedto develop leadership agility at the top management using the „Agile Model‟, andusing 

the „Key Agility Indicators‟ for its measurement. The model comprised of selected agility skills under 

the three stages namely -focused, fast and flexible. Each of the stage further had processes layered 

within them. For example, Focused stage had anticipating change and generate confidence-as process 

layers and further visioneering, sensing, monitoring, connecting, aligning and engaging as the skills for 

agility
17

.  

Petrie (2011) advised leaders to exercise complex thinking abilities as a part of skill 

development criticizing the fact that most training methods are traditional and outdated to solve modern 

day business challenges which makes them unsuitable for dealing with the environmental changes. 

Many scholars believethat treating volatility and uncertainty same is the mistake that most 

businesses do and recommend against doing that. Keep their treatment individual (separate) for solving 

the challenges they collectively impose(Berinato, 2014). For example, Kail (2010) classifies ways to 

deal with volatility and uncertainty, separately. To lead effectively in a volatile environment, he 

prescribes identifying the (right) data and translating it into (usable and meaningful) information, 

communicating clearly (by keeping it small and avoiding buzz words, phrases, jargons or one liners) 

and, ensuring that your intent is well understood by your team (by defining a purpose, some key tasks, 

and an achieving an end state). And, to lead in an uncertain environment, we need categorizing the 

situations using mental models- as individuals and team. This will enable– getting the fresh perspective, 

                                                           
17

 For complete Agile Model follow http://agilityconsulting-
com.secure37.ezhostingserver.com/resources/Agility%20Leader/Leadership%20Agility%20HRPS%20Reprint%20
Revised.pdf 

http://agilityconsulting-com.secure37.ezhostingserver.com/resources/Agility%20Leader/Leadership%20Agility%20HRPS%20Reprint%20Revised.pdf
http://agilityconsulting-com.secure37.ezhostingserver.com/resources/Agility%20Leader/Leadership%20Agility%20HRPS%20Reprint%20Revised.pdf
http://agilityconsulting-com.secure37.ezhostingserver.com/resources/Agility%20Leader/Leadership%20Agility%20HRPS%20Reprint%20Revised.pdf
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being flexible and keeping alternate options in the current plan and, glancing back and looking ahead 

for the outcomes.  

Some of the strategies thatcould be deploy to plan for or deal withthe abrupt business changes 

has been analyzed. A summary about the same has been presented in the Table 1. However, there is no 

promise or guarantee for sure-shot success. A lot depends on the how managers/leaders see it coming 

and what do they do about it afterwards.  

 

CONCLUDING OBSERVATIONS 
What can beconclude here that there‟s no one-single approach or fitment model available that 

can be readily applied to cope with uncertainty and volatility. Is is foundthat knowing them better is the 

only way out.But the view that,they should be treated separately, did not look very convincing. Reason 

being both- uncertainty and volatility- are so very interrelated (and overlapping) that differentiating 

between them seem forceful and superficial. However, at the same time, we can‟t negate the possibility 

of mixing up both the terms and,let ourselves fail in understanding„who‟ are we dealing with. For 

instance, we may find ourselves asking- are the sources of volatility changing or are the components of 

business environment changing?In either situation, whatsoever, we believe looking out for one can 

leadto the other as well. 

Volatility and uncertainty are co-exist. Seeing them collectively will present a holistic picture of 

the business environment and thus, it will be easier for the businesses to manage them. Strategies like 

building operational and leadership agility, creating adaptive firms, inculcating complex thinking, doing 

mental modelling etc., all that we briefly looked at, are very general techniques and can be applied to 

both the contexts without any peculiarity. What really matters is- choosing how. 
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ABSTRACT 
 

`This study addressed the motivational factors to understand and to analyze the collaborative 

consumption as a part of consumer behavior in the era of economic sharing. The collaborative 

consumption is about people’s willingness to share and to have a collaboration to meet certain needs. 

The collaborative consumption is portrayed from the individual perspective, in this case, an individual 

consumer who has decided to choose the collaborative consumption as the medium to fulfill the need. 

The collaborative consumption is discussed from motivational aspects: economic aspect, utility 

reasons, social orientation, emotional aspect, ecological aspect, and personal values.  The study used 

the qualitative research method. The data collection was in-depth interview. The context of study was 

using consumers who experienced using AirBnB.  

 

.  

Keywords: collaborative consumption, economic aspect, utility reason, social orientation, emotional 

aspect, ecological aspect, personal value 

 

 

INTRODUCTION 
 

The pattern of consumer behavior has shifted in terms of buying and consumption of product 

offered to consumers as the end user. The existing companies can have a collaborative network to 

provide products or services to the consumers. At the same time, companies also provide services to the 

consumers where the consumers can have peer to peer sharing. According to Matzler, Veider, and 

Kathan (2015), consumers have traditionally often considered the ownership as the most desirable way 

to have access products. Meanwhile, recently there is increasing numbers of consumers that are willing 

to pay temporarily access or to share products and services rather than to buy or to own them. Belk 

(2007) argued that “…sharing is the act or process of distribution of what is ours for others to use, 

and/or the act of process of receiving/taking something that belongs to others for our own use.” Belk 

(2014) also argued that it is kind of a market model that enables individuals to coordinate the 

acquisition and distribution of a resource for a fee or other compensation where the interaction is at 

least partially supported or mediated by technology. Lessig (2008) introduced the sharing economy as 

the collaborative consumption of sharing, exchanging, and rental of resources without owning the 

goods. Rosenberg (2013) emphasized economy sharing as the access rather than ownership and a 

mentality of live light, waste less and to protect the environment.  
  

  Felson and Spaeth (1978) argued that the collaborative consumption is defined as 

consumption involving more than individual allocation of resources as an expression of personal 

inclinations. People are consuming that do not really exist. They do not buy but they are sharing, 

trading them or renting. People are connected because the inflection point in technology and based on 

the trust. Consumer behavior reflects not only such individual expressions but also the efforts by people 

to engage in joint activities with other.  
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The shifting of consumption toward more collaborative has shown the change of consumer 

consumption pattern. Rodrigues and Druschel (2010) argue that a culture of sharing extend itself from 

online information products to physical goods. Garcia (2013) argued that the accumulation of property 

may be less enticing to consumer seeking alternatives to ownership. Garcia (2013) also added that 

owning big things like personal vehicles can also be a burden due to the numerous inherent costs 

including maintenance. Collaborative consumption is more conscious approach with the environmental 

mindset.  
 

The study aims at exploring the underlying factors of doing collaborative consumption based 

on the motivation elements proposed by Schiel (2015), they are economic aspects, utility aspects, social 

orientation, emotional aspect, ecological aspects, and personal values. The prediction will be elaborated 

and supported by the analysis of motivational factors of people to engage collaborative consumption. 

The analysis of this shifting consumption across different facets will provide understanding of 

motivational aspect of sharing resources. The motivational research examines the underlying reasons 

for consumer to act and to do collaborative consumption. The multi aspect of motivation underlying of 

the consumption will see through all the factors including the area of economic, utility reasons, social 

orientation, emotional aspect, ecological aspects and personal values. The dimension of motivation 

refers to as intrinsic and extrinsic motivation.  
 

Based on the research of Schor and Fitzmaurice (2014), there are five major motivations for 

participation in the sharing economy. First is economic. It delivers more value to consumers and creates 

new income earning opportunities for producers. Second, is utility. The collaborative consumption is 

driven by necessity rather than recreation. Third is increasing social connection and social networks. 

People around the world are easily connected in consumption. People enjoy using the internet because 

it can fulfill the demand easily. Four is emotional aspect. Collaborative consumption is driven by to 

have an enjoyment, trying out to be different from a routine activity. Fifth, it is sustaining ecological 

value including carbon and eco-footprints. The example is re-circulation of goods rather than buying 

new will reduce lower footprints. The activity to optimize the used goods can reduce the climate 

impacts. This study adds one more intrinsic motivation is personal values. Personal value can have an 

impact toward consumer’s decision to do collaborative consumption.  

 

LITERATURE REVIEW 
 

Collaborative Consumption 
  

Collaborative consumption is rooted in Consumer Culture Theory-CCT (Bardhi & Eckhardt, 

2012). Binninger, Ourahmoune, Robert (2015) and Rasmussen (2014) argued that the collaborative 

consumption is interconnected to sustainable prism as rooted in CCT. Arnould and Thompson (2005) 

argued that it is theoretical perspective that addresses the dynamic relationship between consumer 

actions, the marketplace and culture meaning and CCT explores the heterogeneous distribution of 

meanings and the multiplicity of overlapping cultural grouping that exist within globalization frame 

and market capitalism. Furthermore, Arnould and Thompson (2005) argued that one of the 

characteristic of CCT is the consumer is considered as an actor in the creation of her own identity and 

meaning and the market is not a mere site for economic change and it is also a site for symbolic 

exchange. It is relevant with the concept of collaborative consumption where the action puts emphasis 

on the ecological orientation and the consumption has the underlying derived motivation. 
 

According to Botsman & Rogers (2010), the collaborative consumption is the centre of the 

sharing economy such as home sharing such as Airbnb for profit firm or free accommodation platform 

Couch surfing; food sector such as The Food Assembly, an online network for fresh food exchange 

where market functions a meeting points between producers and community; health care, mobile safety 

network for people; and fashion industry, where temporary ownership aligns well to seasonal business 

(Lawson, 2010). Lawson (2010) defined it as transumerism lifestyle of fashion sharing with non-

ownership consumption. 
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Home-sharing  as the part of collaborative lifestyle. Home-sharing is the category of access 

over ownership. Access over ownership gives the opportunity for users to offer and to share their goods 

through peer-to-peer sharing activities including renting and lending (Bardhi & Eckhardt, 2012). The 

example is AirBnB. AirBnB is an online platform that connects people with rooms to spare with other 

prople for a place to stay while going to travel. This study used Airbnb. 

   

Motivation as Driving Factors of Collaborative Consumption  
 

Economic Motivation 
 

 Economic motivation is explained in the perspective of economic view. Economic view 

suggest that a man behaves rationally by considering each alternative in terms of its benefits and 

disadvantages and able to identify the one of best alternatives. People have to engage in primary 

motivation for better price (Schiffman & Kanuk, 2010).  

 

Utility Motivation 
 

 Bloch and Richins (1983) argue that it is also conceivable that a purchase is not a neccesary 

precursor of utilitarian shopping value. Utilitarian value is derived from a situationally involved 

consumer collecting information out of necessity rather than recreation. Utilitarian consumer behavior 

is as ergic, task-related and rational (Batra & Ahtola, 1991). Product is purchased in a deliberant and 

efficient manner. Sindhav dan Adidam (2012) argued utilitarian values refer to the needs which are 

task-related.  

 

Social Orientation 
 

 

Belk (2010) argued that there is an approach to describe the motivation of sharing. The 

motivation is driven by just sharing without any obtained reward. The sharing can be related to the 

feeling of enjoyment. Schiel  (2015) emphasized that sharing is intended to strengthen the social 

bonding. It is not only  related to the economy motives. In sharing, the value of appreciation and 

sympathy as doing good and has the moral implication. Strengthening sharing can support the positive 

feeling and joy.  

 

Emotion Aspect 
  

 

Emotion view refers to decision making that is likely associated to deep feeling or emotion 

such as joy, fear, love, hope, and a little magic. The feeling or emotion is likely to be highly involving 

(Schiffman & Kanuk, 2010). Denegri-Knott (2011) argued that doing collaborative consumption is 

accelerating the desire for consumption and Binninger et al. (2015) argued that it can be enabled by 

having experience original and recreational emotion. Furthermore, the experience of collaborative 

consumption can fulfill the desire for flexibility, and recreation.  Emotion here refers to the enjoyment. 

Based on Arnold and Price (1993), enjoyment refers to satisfaction. The element of enjoyment refers to 

feeling that someone is in a different world, rediscovering what really matters, escaping into a different 

workd, having a new perspective, feeling closer to the friends, and feel needed by the group.  

 

Ecological Aspect 
 

Other motivations also come from environmental concern. Hungerford and Tomera (1987) 

have identified that the enviromental concern as the cognitive aspect can be the understanding level of 

environmental issues and how to take action. Furthermore, it is also the psycho-social variabel that is 

related to the sense of  responsibility to do something to reduce environmental gradation. In this case, 

the collaborative sharing can have implication for sustainability of environment (Bauwens, et al. 2012). 

Schiel (2015) added that recycling and the re-use of products can become the solutions in helping to 

prevent environmental deterioration. Sharing products can replace the need for purchasing new stuff.   

 

Personal Value 
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Schwartz and Bilsky (in Steenhaut & van Kenhove, 2006) argued that personal values is 

defined as concepts or beliefs about desirable and states or behaviors that transcend specific situations, 

guide selection or evaluation of behavior and events are ordered by relative importance. The value 

helps a researcher understand the consumer behovior including collaborative consumption. The value 

chosen can drive brand choice or product choice. The values can identify the consumer segments. The 

choice of one value can link to more of their self-identy to products. Steenhaut and van Kenhove (2006) 

argued that each value has the importance thing in someone’s life. Schwartz Value Theory defines 10 

broad values based on motivation underlying them. There are universal values that address to biological 

needs, interpersonal coordination, and social institution.  

 

RESEARCH METHOD 
 

The purpose of the study is to analyze how consumer experience collaborative consumption in 

different context, as the qualitative methodology is adopted. The interview research technique is chosen 

as it seems particularly suitable for understanding individual experiences related to various 

collaborative consumption contexts. The study follows the interview guide of Patton (2002). The 

interview  used a conversational, unstructured, exploratory style and it is guided by an outline of 

questions. The length of interview ranges from 20 until 30 minutes. The interview can take two forms 

namely meeting interview and telephone interview. The study uses the voice recorder to record the 

personal interview.  
 

Respondents are asked to give their experience each time they use the service of collaborative 

consumption. They are asked to specify the brand name and the type. Owing the descriptive nature of 

the study, a non-probabilistic sample is used. A  total of 3 respondents were selected for interview. All 

respondents had direct experience of using collaborative service. The only requisite of the respondents 

were people used the service of ride sharing, home-sharing, and selling second hand goods. 
 

The analysis of the study will transcribe and import in the qualitative data analysis. The 

inductive development of the coding scheme related to collaborative consumption. The development of 

coding scheme was both data and theory driven. The coding scheme is pretested to independent 

researcher. Once it finishes of coding, the analysis goes through the analysis. The interpretation is 

performed in order to gain a deeper understanding of respondent’s experience associated with 

collaborative consumption.  

 

FINDINGS 
 

Home-sharing 
  

Home-sharing like Airbnb has a market orientation for profit and has the organization of peer 

to peer profit sharing. It is also related to some services including per night-rate, cleaning fees and 

security. The underlying motivation to use Airbnb is just for the economic motivation. The cost is clear 

and efficient.  

I am happy when going abroad because the transaction cost is clear and cheaper compared to 

the fee of traditional hotels (Respondent 3). 

I think Airbnb is beneficial to me. The rate is similar to conventional hotels but I can have more 

favorable choices, the space is large, the location is near to the central town, and the host is 

kind. It is a value for money (Respondent 4).  

  

Another reason is about the main benefit or utility. The motivation to use Airbnb is just 

connecting people to rent the homes with other people to look for accommodations. The consumers as 

the travelers can make a selection for room type, price, and number of bedroom, amenities, standard 

properties, and host language. The consumers just want to stay for less than the cost of a hotel room. 

They can enjoy accommodations offering differing experience. 
 

Using Airbnb is reasonable because I can use for staying like private home (Respondent 3). 
 

The place is reasonable and ok to stay (Respondent 4). 
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I think using Airbnb is Uber transportation. The cost is cheap. The main reason is to stay with 

affordable price and friendly neighborhood (Respondent 5).  
 

Using Airbnb can create social connection. People can be connected to others, either directly or 

through mutual friends. The social media can highlight Airbnb activity because it can share profile 

photo and recent locations that are also on Airbnb. Airbnb has made easy to find hosting that other 

people have enjoyed and had something in common.  
 

Get friend yeah. I ever rent one home with several rooms with private room. But there are other 

people that also rent the home and we have to share the bathroom. So we can have a new 

acquaintance (Respondent 3).  
 

To be honest by using home sharing like Airbnb, it can generally commercialize the product 

and provide an opportunity to use the idle capacity of one house. It can also contribute the 

income for somebody else (Respondent 4).  
 

Christou and Kassianidis (2002) also examined the relative advantage of online shopping for travel 

products by considering the perceived physical effort of in-store travel shopping, time pressure, and 

enjoyment. Hedonic here can be related the concept of novelty.  
 

It’s a cool experience, because it is like an adventure to a new place. It is out of the box, new 

environment. I am happy to enjoy (Respondent 3). 
 

In Japan, I am very happy because there is a washing machine and I can cook. Paying cheap but 

I can have so many offerings (Respondent 4).   
 

Related to environmental, the speed of growth in sharing economy is supported by the internet. The use 

of Airbnb is also supporting the environment. In 2011, Time Magazine (in Tsui, 2016) wrote that  

“the true innovative spirit of collaborative consumption can be found in start-ups like Brooklyn 

based SnapGoods which helps people rent goods via the Internet, or AirBnB which allows 

people to rent their homes to travelers. There will be a green element here-sharing and renting 

more stuff means producing and wasting less stuff which is good for the planet”.  

 

Related to Airbnb, the sharing economy can apply the pattern of take advantage of unused resources 

and capacities. Companies or others can reassess the efficiency of their use of fixed assets. It is also 

supported by the following statement. 
 

We don’t have to build high buildings for hotels. We can visit one place in natural condition. If 

I choose a house while the access is limited, the developer  does not use to provide a special 

access. It is different from the traditional hotel. Renting a house can reduce the waste, while 

staying in hotel, it will create more waste (Respondent 3).  

 

The motivation of choosing Airbnb is also reflected as a personal value of the part of life style. It is 

about universalism, it means that it is trying to give the benefit for others. People are offered a place 

with homely feel and large amount of space.  
 

The choice of Airbnb is part of the technology progress. This technology can enable life  

and prosper the society. It is predicted to last longer (Respondent 3). 
 

Airbnb can cover all segments including modest to luxury. It will last longer (Respondent 4). 
 

The characteristics of Airbnb are millennial generation that is adapted to technology Freak. It 

will guide the personal life (Respondent 5).  

 

  

 DISCUSSION 
  

Evans and Jackson (n.d) argued that people tend to be trapped in consumerism-consumer 

societies that are characterized by a culture dominated by the ever spreading. National Consumer 
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Council has suggested that consumerism should shift to sustainable consumption trying to balance an 

act that takes into account the quality of life of consumers. It is related to consider any resource use and 

environmental impact. People are overwhelmed by a number of activities of consumption as the human 

experience (Jackson, 2005). Jackson also added that the consumption to pursue hedonistic is only to 

mark status and identity and of course to fulfill the pleasure. Consequently, consumerism is 

characterized by a high level of economic spending and results in high level of material consumption. 

Pleasure is related to materialism. Furthermore, based on Veblen (1994), consumer goods are used to 

display status and prestige over substance identities.  
 

The emergence of collaborative consumption has shifted the way people to consume. People 

have consumed but it does exist. Individuals consume by engaging in joint activities with others. By 

sharing the consumption, people will not have any possession or creating any identity or status. As Belk 

(2007) said that collaborative consumption does not create any feeling of possession and attachment. 

Related to consumer culture theory, the consumption is identified by signaling self-identity. However, 

there is a slightly change related to values of collaborative consumption. The consumption is not trying 

to accumulate the possession. As Botsman and Rogers (2010) argued that in collaborative consumption, 

people tend to neglect the ego satisfaction and ordinary lifestyle. People have had shifting paradigm. 

They are more conscious about environmental mindset. The mechanism of sharing economy platform 

has created the awareness of consumers to change.  
 

The result of the study can show the motivational factors in choosing the new sharing economy 

platform in home sharing- Airbnb. This type of activity provide new perspectives of people habit. They 

tend to go through with a new living that has enabled them to save energy and to protect environment. 

They tend to be more efficient and try to optimize the existing resources and trying to focus for the 

sustainability. The analysis of motivational research can reveal the motivation of consumers to do 

collaborative consumption based on intrinsic and extrinsic motivation and also both rational and 

emotional aspect. Based on the result, there were six motivation to drive the consumers to do 

collaborative consumption-economic motivation, utility motivation, social motivation, emotional 

motivation, ecological motivation and personal value. 

 

 

SUMMARY  
 

Based on the research, it can be concluded that the motives of decision-making behavior in 

product selection in collaborative consumption pattern of AirBnB are generally based on economic 

aspect, utility reasons, social orientation, emotional aspect, ecological aspect and personal values.On 

the economic aspect, the biggest factor that becomes the driving force of individuals involved in the 

pattern of collaborative consumption is divided into two different roles as service provider and service 

user. As a service provider emphasize to on the profit earned in utilizing its assets to improve the 

economic conditions. For a service user, the motive is the effort to fulfillment of needs by getting the 

possible lowest price.  
 

On the utility reasons, the existence of collaborative consumption behavior is reinforced based 

on the extent to which a product is a solution to individual needs. When a product based on 

collaborative consumption has a function capable of providing solutions to the constraints conditions 

that are being experienced by individuals, then the utility reasons in this case acts as a behavior motive. 

For social orientation motives on the use of products based on collaborative consumption leads to the 

extent to which can fulfillment of affiliate need. The existence of a collaborative consumption-based 

product involves a social interaction between the provider and the service user. Under these conditions, 

the effects of social interaction basically provide a positive reward for both parties so that the behavior 

of product use will always be repeated. 
 

On the emotional aspect, collaborative consumption product use emphasize to the presence of 

positive/pleasant emotional that arise. When a provider and service user obtain positive experience for 

his role, it will provide a pleasant feeling/emotion. The emotional condition is simply interpreted as a 

form of positive reward which in the future will influence the choice of individual behavior in the use 
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of products based on collaborative consumption.The ecological aspect as the motive of the 

collaborative consumption behavior emphasizes the individual belief that in its implementation will be 

able to reduce the use of excess resources and reduce adverse effects. In this case, when able to share in 

the use of transportation, residence and second hand goods basically there is a process of saving and 

reuse of products to maintain better environmental sustainability. The existence of personal values that 

become the motive in the behavior of collaborative consumption leads to 2 forms of values that is 

universalism and benevolence. The existence of these values basically leads to behavior that is more 

emphasis on the welfare of others. Individuals will be easy to engage in for collaborative consumption 

when having the belief that giving or doing something good for others is very important. 
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ABSTRACT 
Many things made a lot of reason for using a Geographic Information System for Economic 

Development review, we chose tourism because of tourism sector have important things in economic 

and social context of the country. It has the strongest effect on the economy, as it helps in developing 

other sectors. Tourism is one of the largest industries in the world and has historically been an early 

adopter of new technologies. If the contribution of tourism to the economy and its development 

potential is considered, the traditional methods of information dissemination related tourism is 

inadequate. Geographic information systems (GIS) has the ability to handle multiple types of 

information that can be related to a particular area. Therefore, by using the Geographic Information 

System (GIS), it becomes possible to integrate information related tourism, visualize complex 

scenarios, these ideas and get an effective solution.  

 Indonesia is an archipelago country that has many interesting places that can be visited by 

tourists. The journal of geographical information systems for tourism in Indonesia is still little bit. 

Therefore, we will compare several journals from other countries with journals Indonesia which has the 

theme of geographic information systems for tourism. It would be better if the tourism sector in 

Indonesia has a geographical information system that can help travellers to get information about 

tourist attractions that traveller want. 

Several journals focus geographic information system to market tourist sites in their countries, shows 

the reality and practically of marketing tourist site. Geographic information system may help to the 

development of tourism industry in their country region to become more competitive with international 

tourism. The use of GIS has flooded almost every field in the engineering, natural and social sciences, 

offering accurate, efficient, reproducible methods for collecting, viewing and analysis of spatial data. 

 The development of tourism not only needs its own information management and exchange, 

but also adapts to the economic development and information needs of the whole society. The GIS 

applied to the tourism management is the inevitable demand for tourism management and tourism 

development. The development of modern information technology constantly presents new challenges 

to tourism management. In many journal, it is a very important problem that how to make full use of the 

GIS in the tourism management to make tourism management better adapt to the needs of Information 

development. 

 

Keyword: Application, GIS, Tourism, Spatial 

 

JEL Codes:   L83 

 

INTRODUCTION 
 Geographic information systems (GIS) have been adopted as a useful tool by a wide range of 

disciplines such as environmental planning, property management, infrastructure siting, emergence 

planning, automobile navigation systems, urban studies, market analyses, and business demographics. 

Analysis from GIS can determine both threats and opportunities for development. For business 

planners, the GIS consider the prospects for a large scale or multiple regions and then narrow the 

mailto:kahlil.fauzan66@gmail.com
mailto:mega.ayu.puspita19@gmail.com


    Gunadarma University – Campus L2, July 25th-26 th  201 

ISBN: 978-602-9438-80-2    Proceeding UG Economic Faculty-International Conference 

310 Fauzan, Puspita 

 

developmental focus to relatively small and specific sites 
[11]

. Site selection: GIS could be used to 

identify specific developmental sites based on a set of criteria using economic, social, environmental, 

and business-related data. At the very core of the business information is an address, a service 

boundary, a sales territory, and a transportation system that can be illustrated on a map. Most recently, 

GIS has become more widely used among commercial real-estate firms. By using the mapping tool, real 

estate firms can help locate appropriate areas that will enable a business (e.g., lodging and/or eating 

places) to remain successful. Businesses use GIS technology to solve problems, find solutions for 

marketing, delivering better services, and making good decisions. 

 Tourism is one requirement of every human being. The daily work activities of attrition can 

cause boredom for every human being. Required refreshing to eliminate saturation of ours, to 

temporarily forget about the usual routines we did. Momentum like this is an opportunity for business 

development tour and travel as present is very significant. Every business person race to find a specific 

strategy to improve the quality and the quality of the company. Many ways in which travel companies 

in the promotion. The development of technology is now a way rapidly and reach almost all aspects of 

any business in the world. Among the various existing businesses, business tours and travel is one of 

the fastest growing businesses 

 Many things made a lot of reason for using a Geographic Information System for Economic 

Development review, we chose tourism because of tourism sector have important things in economic 

and social context of the country. It has the strongest effect on the economy, as it helps in developing 

other sectors. Tourism is one of the largest industries in the world and has historically been an early 

adopter of new technologies. If the contribution of tourism to the economy and its development 

potential is considered, the traditional methods of information dissemination related tourism is 

inadequate. geographic information systems (GIS), however, has the ability to handle multiple types of 

information that can be related to a particular area. Therefore, by using the Geographic Information 

System (GIS), it becomes possible to integrate information related tourism, visualize complex 

scenarios, these ideas and get an effective solution.  

 Indonesia is an archipelago country that has many interesting places that can be visited by 

tourists. The journal of geographical information systems for tourism in Indonesia is still little bit. 

Therefore, we will compare several journals from other countries with journals Indonesia which has the 

theme of geographic information systems for tourism. It would be better if the tourism sector in 

Indonesia has a geographical information system that can help travellers to get information about 

tourist attractions that traveller want. 

 Faced with such complexity, anyone approaching GIS in the early years of the 21
st
 century 

might well ask whether geographic representation needs to be so complex; whether a general theory 

might bring all of these ideas under a single umbrella that includes all three spatial dimensions and 

time; and whether such a theory might eventually simplify the design and construction of GIS. We 

know that the geographic world is complex, but it does not follow that the rules that are built into our 

systems and used to represent the geographic world also need to be complex. A general theory that 

provided a simpler set of building blocks for geographic representation would give better support for 

the scientific investigation and management of the surface and near-surface of the Earth, including its 

description, representation, analysis, visualization, and simulation 
[10]

. 

 Information technologies and tourism are two of the most dynamic motivators of the emerging 

global economy. Both tourism and IT increasingly provide strategic opportunities and powerful tools 

for economic growth, redistribution of wealth and development of equity around the globe. With the 

tremendous growth of the Web, a broad spectrum of tourism information is already distributed over 

various Web sites. To fulfil the tourist request for an extensive data collection it is inevitable to make 

accumulated data from different sources accessible. Beside this problem, tourists are also confronted 

with differences regarding information presented on various Web sites. The solution of these problems 

is using maps to present information in an effective way. Maps are a natural means of indexing and 

presenting tourism related information. Travelers are using maps to navigate during their travels and for 

preparing their routes. Moreover, maps exploit two dimensional capabilities of human vision and 

present the information in a compact and “easy to read” way 
[12]

. 

 Geographic Information Systems (GIS) and tourism share a common characteristic, that is, both 

cross the boundaries of disciplines and application areas. GIS has been applied in many disciplines 

including geography, forestry, urban planning, and environmental studies. Similarly, tourism has been a 
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subject of interests to geographers, economists, business, environmental planners, anthropologists, and 

archaeologists 
[5]

. As such, the potential for GIS applications in tourism is significant. GIS is now 

recognized widely as a valuable tool for managing, analysis, and displaying large volumes of diverse 

data pertinent to many local and regional planning activities. Its use in environmental planning is 

rapidly increasing 
[6]

. Tourism is an activity highly dependent on environmental resources. It is also a 

phenomenon, which in the event of a lack of planning and management is likely to erode its 

environmental base. Therefore, the strength of tourism planning can be enhanced by GIS applications. 

GIS can be regarded as providing a toolbox of techniques and technologies of wide applicability to the 

achievement of sustainable tourism development. 

 Geographical Information Systems (GIS) are widely used in business, government and a 

growing number of academic disciplines. They are clearly “useful”. As an economist interested in 

spatial issues, however, it is not always obvious in what way they might be useful to us (and others 

similarly interested). The primer covers a number of ways in which GIS can help handle spatial data. A 

final section turns to the question of how it can help increase our understanding of socio-economic 

processes. We argue that, in addition to the role of GIS in facilitating research with spatial data, it also 

helps avoid arbitrary discretisation, provides interesting new sources of data and of exogenous variation 

that allows the construction of innovative instrumental variables.  

 

LITERATURE REVIEW  
1.  Definition of Geographic Information System 

 GIS are used for inputting, storing, managing, analysing and mapping spatial data. Of course, a 

wide range of software can provide similar functions for quantitative data. It is the explicit focus on the 

geographical, or spatial, element that makes GIS unique. 

Traditionally, spatial data has come from two main sources. Ground survey (what goes on at a 

particular location) and census (what does the distribution look like across locations). These will be 

familiar to researchers interested in spatial economics. Less familiar, perhaps, are data collected using 

sensing devices located remotely (possibly far from both the object being studied and the data 

collector). Examples include aerial photography and, increasingly, data from satellites (either locational 

or radiometric). The latter are said to provide remote sensing data, although sometimes that term is 

applied more generally to any data collected indirectly. Remote sensing typically provides large 

amounts of data on the earth's surface. These data are of inherent interest but, as discussed below, may 

be of particular interest to researchers seeking sources of exogenous variation to use as instruments 
[13]

. 

 Beyond the use of GIS to map data (of which a little more a little later), it appears that growing 

numbers of social scientists are using GIS to reconcile spatial data from different sources to create new 

data sets (this tends to be referred to as overlaying). At its simplest, this involves using GIS to merge 

different socio-economic data for the same spatial units. Non-spatial software can handle this easily, so 

let us turn immediately to the more interesting issue of the use of GIS to merge data recorded for 

different spatial units. For example, household data from census tracts with firm data for post or zip 

codes. Of course, many social scientists already use concordances to map data from one set of spatial 

units to another. GIS is particularly useful when such concordances are not readily available or, more 

interestingly, when such concordances are difficult to construct using standard econometric or data 

management software because the data are recorded using non-nested spatial units. 

 To understand how GIS helps solve kind of problems we need to briefly consider how data is 

usually represented in GIS. That is, what kind of geographical data models GIS uses to store data. 

There are two common formats: raster and vector. Raster format organises spatial data by assigning 

values to each cell on a regular grid (the individual spatial units are usually square, but do not need to 

be). In contrast, vector format assigns values to irregular polygons and then provides coordinate data on 

the location of these polygons. Most GIS software will provide a variety of tools to move between the 

different representations and to merge “layers” of different data recorded using either format. The 

methods used are often rather intuitive but, as always, the detail matters. As with the pre-coded routines 

that comes with standard econometric packages one should have (or be employing someone who has) a 

reasonable grasp of how these transformations occur 
[13]

. 
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Table 1. Definitions of GIS 

Properties of GIS  GIS Analytical Functions 

A process 

A system for capturing, storing, 

checking, manipulating, analysing and 

displaying data, which are spatially 

referenced to the earth. 

 Presentation and thematic 

mapping 

 Data query 

 Spatial query 

 Database integration 

 Route finding A toolbox 

Containing tools for collecting, storing, 

retrieving, transforming and displaying 

spatial data. 

A database Spatially referenced entities  Point in polygon analysis 

 Overlays 

 Buffering 

 Visualisation and 3-D 

modelling 

An application 

Cadastral information system, marketing 

information system, planning 

information system, etc. 

A decision support 

system 

Integrating spatial data within a problem-

solving environment 

Source: Ake, 2001 
[2]

 

 
 Since the success of any tourism business is determined by tourism planning, tourism 

development and research and tourism marketing, the first thing we review in this article is GIS 

application for tourism planning. 

 Geographic Information Systems (GIS) is a rapidly expanding field enabling the development 

of applications that manage and use geographic information in combination with other media. In the 

tourism industry, GIS is used to provide: 

 A digital map base for printed maps 

 Digital files for Internet mapping 

 Digital files for mobile mapping 

 Attractions map 

 Website with interactive mapping 

 

 GIS technology offers great opportunities for the development of modern tourism applications 

using maps. This technology integrates common database operations such as query with the unique 

visualization and geographic analysis benefits offered by maps. 

 GIS operates on two data elements: spatial and attribute data. Spatial or geographical data 

refers to a known location on the Earth‟s surface. Usually this is expressed as a grid coordinate or in 

degrees of latitude and longitude. Most organizations make use of implicit geographical references as 

place names, addresses, postcodes, road numbers and so on; implicit spatial references can usually be 

geocoded into explicit spatial references. Technological advance, particularly in software and 

hardware, has resulted in the development of systems which provide a range of searching, querying, 

presentation and analytical functions in a more user-friendly manner. 

 

Table 2. GIS data elements 

GIS data elements Description 

Geographical or spatial data 

Location Aspects: 

 Explicitly – using a standard geographical frame of reference 

such as latitude and longitude 

 Implicitly – using surrogate spatial references such as 

addresses / postcode 

The attribute data Statistical and non-location data associated with a spatial entity 

Source: Jovanovic. V., Njeguc. A. 
[3] 
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 Tourism planning refers to the integrated planning of attraction (i.e., natural, cultural, man-

made), service (e.g., accommodation, restaurants, shops, visitor information, tour and travel operations, 

money exchange, medical facilities, postal services etc.), and transportation facilities (i.e., both material 

infrastructure and transportation services), here also referred to as tourism infrastructure. 

 Tourism planning requires more spatial data collecting and processing, as all locations and 

their interrelations should be defined and analysis within a spatial context. For this purpose, GIS can 

describe and identify tourism infrastructure elements geometrically, thematically and topologically. 

Moreover, GIS can deal with both object data (e.g., visitor centres, trails) as well as field data (e.g., 

humidity, altitude) of which both types can be represented in either grid or vector data format. 

 Making decisions based on geography is basic to human thinking. Where shall we go, what will 

it be like, and what shall we do when we get there are applied to the simple event of going to the store 

or to the major event of launching a bathysphere into the ocean's depths. By understanding geography 

and people's relationship to location, we can make informed decisions about the way we live on our 

planet. A geographic information system (GIS) is a technological tool for comprehending geography 

and making intelligent decisions. 

 GIS organizes geographic data so that a person reading a map can select data necessary for a 

specific project or task. A thematic map has a table of contents that allows the reader to add layers of 

information to a base map of real-world locations. For example, a social analyst might use the base map 

of Eugene, Oregon, and select datasets from the U.S. Census Bureau to add data layers to a map that 

shows residents' education levels, ages, and employment status. With an ability to combine a variety of 

datasets in an infinite number of ways, GIS is a useful tool for nearly every field of knowledge from 

archaeology to zoology. 

 A good GIS program is able to process geographic data from a variety of sources and integrate 

it into a map project. Many countries have an abundance of geographic data for analysis, and 

governments often make GIS datasets publicly available. Map file databases often come included with 

GIS packages; others can be obtained from both commercial vendors and government agencies. Some 

data is gathered in the field by global positioning units that attach a location coordinate (latitude and 

longitude) to a feature such as a pump station. 

GIS maps are interactive. On the computer screen, map users can scan a GIS map in any direction, 

zoom in or out, and change the nature of the information contained in the map. They can choose 

whether to see the roads, how many roads to see, and how roads should be depicted. Then they can 

select what other items they wish to view alongside these roads such as storm drains, gas lines, rare 

plants, or hospitals. Some GIS programs are designed to perform sophisticated calculations for tracking 

storms or predicting erosion patterns. GIS applications can be embedded into common activities such 

as verifying an address. 

 From routinely performing work-related tasks to scientifically exploring the complexities of 

our world, GIS gives people the geographic advantage to become more productive, more aware, and 

more responsive citizens of planet Earth 
[4]

.
 

GIS applications in tourism: Determining the ideal tourism modelling for a prospective tourism region 

involves a complicated set of criteria. Even though tourism development is a distinctly geographical 

activity with serious implications for destination areas, few researchers have applied GIS to tourism 

planning and management practices. The following are a number of opportunities for GIS applications 

in tourism planning 
[9]

: 

a. Visitor flow management: This involves the use of GIS to identify principal tourist activity spaces 

within a destination and the flows among destinations. Authorities may implement strategic plans 

for superior infrastructure (e.g., building public transportation systems linking various tourist 

activity spaces). 

b. Facility inventory and resource use: This involves the use of GIS in connection with the issue of 

environmental justice (namely the fact that tourism may not benefit all segments of society 

equally). It also involves developing an inventory of resources in order to identify conflicting but 

also complementary land uses and activities, available infrastructure, and natural resources.  

c. Assessing impacts of tourism development: GIS can be used to demonstrate tourism impacts on 

various industrial sectors in a time-series and spatial format 
[8]

. Within this category, analysts can 

use all or several of the previous categories by employing the „„what-if‟‟ tool of GIS. This tool 
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allows the development of scenarios for predicting what the effect of a change in a certain 

variable(s) will be in the destination.               
 
 

2.   Concept of Tourism and Tourists 

 Tourism is mainly a number of activities that had to do with the economy activity is directly 

related to the entry of foreigners into a city, region or country with different goals and desires (A. Yuti, 

1995) 
[1]

. Various tourism known are as follows: 

a. According to geographical location, where tourism activities developed: 

- Local Tourism 

 Local tourism is local tourism, which has a relatively narrow scope and limited in certain 

places. For example, Bandung tourism or tourism only in DKI Jakarta area. 

- Regional Tourism 

Regional Tourism is the tourism developing in a place or area that is broader in scope than 

space with local tourism, but more narrow when compared to national tourism. For example, 

West Sumatra, Bali tourism, and others. 

- National Tourism 

 In narrow sense 

That is a growing tourism activities in an area of the country. This sense is synonymous with 

the notion of "domestic tourism" or domestic tourism, where the point of the severity of the 

people doing the tour are its own citizens and foreigners residing in the country. 

 In broader sense 

That is a growing tourism activities in an area of the country, in addition to the activities of 

domestic tourism also developed foreign tourism where it is included in bound tourism and 

outgoing tourism. 

So, in addition to the presence of tourist traffic within the country itself, there are also traffic of 

tourists from abroad, as well as from domestic to foreign countries. 

- Regional-International Tourism 

 That is a growing tourism activities in an area of limited international, but past the boundaries 

of more than two or three countries in the region. For example, tourism in ASEAN, Middle 

East, South Asia, Western Europe, and others. 

- International Tourism 

 This sense is synonymous with world tourism, namely the growing tourism activities across the 

country in the world, including, in addition to regional-international tourism is also the national 

tourism activities. 

b. According to its effects on the balance of payments can be divided into two types, namely: 

- In Tourism 

The activity of tourism is marked by symptoms of the influx of foreign tourists into the 

country. Referred to as the active tourist, because with the influx of foreign tourists who 

referred to, means it can enter the foreign exchange for the country visited by itself will 

strengthen the position of the balance of payments of countries that are visited by tourists. 

- Out-going Tourism 

The activity of tourism is marked by symptoms of discharge of its own citizens travelling 

abroad as tourists. Referred to as a passive, because tourism in terms of foreign exchange 

earner for the country, the activity is detrimental to the countries of origin of tourists, because 

the money that should be spent in the country, was taken out of the country and there is no 

sense of the economy for the country itself. Because it's rarely a country eager to develop this 

kind of tourism. 

c.  According to Rationale/Purpose of Trip 

- Business Tourism 

 That is the kind of tourism where visitors come for the purpose of trade or business, the service 

that relates to its work, Congress, seminars, convention, symposium, and meeting work. 

- Vocational Tourism 

 That is the kind of tourism where those who do travel are composed of people who are on 

vacation, leave, etc. 
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- Educational Tourism 

 That is the kind of tourism where visitors or people travel for purposes of study or learn 

something science. Included therein is the study tour. In the field of Language known as the 

polly glotisch, namely to enhance foreign language ability, a person requires lived for a while 

in the country the language being studied. 

d. According to time or time of visit 

- Seasonal Tourism 

That is the kind of tourism activities take place at certain seasons. Included in this group are the 

tourism summer or winter tourism, which is usually marked by sports activities. 

- Occasional Tourism 

That is the kind of tourism where the journey travel attributed to Gen. (occasion) as well as 

events, like for example: Galungan and Kuningan in Bali, Sekaten in Yogya, long an amulet in 

Cirebon, cut the dreadlocks on the Dieng plateau, and others. 

e. According to Object 

-  Cultural Tourism 

 That is the kind of tourism, where the motivation of people to travel due because of the 

attraction of art and culture of a place or region. So the object of his visit was the legacy of the 

ancestors, the ancient objects. Often this kind of trip with a chance to take part in a cultural 

activity itself in places that they visit. 

- Recuperation Tourism 

 Commonly referred to as health tourism. The goal for people who travel for the sake of curing 

a disease, such as bathing in the hot springs, mud baths as it is found in Europe or a milk bath, 

bath of coffee in Japan, which he said can make people become ageless, and so on. 

- Commercial Tourism 

 Usually referred to as the tourism trade, because the trip is linked to national and international 

trade, which often held events expo, fair, exhibition, etc. 

- Sport Tourism 

 Tourism activities to witness and participate in the sports party somewhere or a specific 

country such as the Olympics, boxing, or football. 

- Political Tourism 

 A journey whose goal to see or witness an incident or event that is associated with the activities 

of a country, such as a birthday or anniversary. 

- Religion Tourism 

 That is the kind of tourism where the purpose of the trip is done to see or witness the religious 

rites, such as visits to Lourdes for people are Catholics, going to Hajj for Muslims, and so on. 

  

 While visitors are tourists who stayed for at least 24 hours in a place they visit and the purpose 

of his journey can be classified in the following clarification: 

a. Leisure, recreational purposes, such as vacation, health, study, religion, and sports. 

b. Business, such as families, conferences and missions 
[1]

. 

 Look at the nature and scope of trip where excursions, tourist types can be classified as follows: 

a. Foreign Tourist 

 Foreigners who travel tour, coming on entering a different country which is not a State he usually 

stayed. 

b. Domestic Foreign Tourist 

 Foreigner resident or residing in a country, who do travel in the territory of the country in which 

he lived. 

c. Domestic Tourist 

 That is a citizen of a country that does trip within the territory of their own country without 

passing through the border of the country. 

d. Indegenous Tourist 

 A citizen of a particular country, which because of his job or his term abroad, returned to his home 

country and do sightseeing trips in the territory of their own country. 

e. Transit Tourist 
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 Tourists who were to travel to a particular country, which is on board the air or sea vessel or train 

was forced to stop over or come at a station/airport/port is not due to his/her preferences 

themselves. 

 

 Based on how long and the number of visited tourist destination as well as objects and tourist 

attractions to be seen, can be grouped companies included in the tourism industry, namely: 

a. Travel Agent / Tour Operator 

 That is the company that provides information and advice, make a reservation, taking care of 

tickets and hotel vouchers, as well as the management of the travel documents in connection with 

his trip. The company will organise sightseeing or tour, entertainment, and other tourist 

attractions. Business travel is a business or businesses that provide tourism services to tourists 

about objects and local tourist attraction and its related aspects in it (e.g. accommodation, means 

of transport, and others). 

b. Company transport 

 Can be either a transport by land, sea and air that will bring tourists to tourist destination. 

c. Hotel accommodation 

 A place where travellers will stay for a while as long as he is in the region a tourist destination is 

concerned. 

d. Bar and restaurant 

 A place where tourists can order food and drinks to suit his taste. 

e. Souvenir shop / handicraft 

 A place where tourists can shop to buy some as mementos brought home. 

f. Companies related to tourist activity 

 That is such companies where people sell and print film, camera, post office, bank, money changer 

and more. 

             

METHODOLOGY    
 The purpose of this paper is to compare journals about Geographic Information System in some 

countries to know development tourism in each country. The author conducted a literature review study 

to identify the factors by collecting eleven papers from reputable database journal such as Science 

Direct and Google Scholar as well as International Conference. The author was reviewed and 

summarized previous studies about Geographic Information System, critical success factors of 

Geographic Information System implementation for tourism, and other journals that related to this 

topic. 
 

DISCUSSION 
 Indonesia is an archipelago country that has many interesting places that can be visited by 

tourists. The journal of geographical information systems for tourism in Indonesia is still little bit. 

Therefore, we will compare several journals from other countries with journals Indonesia which has the 

theme of geographic information systems for tourism. It would be better if the tourism sector in 

Indonesia has a geographical information system that can help travellers to get information about 

tourist attractions that traveller want. Meanwhile, the comparison of several journals from several 

countries about the geographic information system for tourism shown in Table 3. 

 
Table 3. Comparison of several geographic information system journal for tourism in many countries 

 

AUTHORS 

(YEAR) 
COUNTRY TITLE SIGNIFICANT FINDINGS 

Al Qeed. M. 

A. et al 

(2010) 
[3] 

Arab 

(Jordan) 

Using 

Geographic 

Information 

System to 

Visualize 

Travel 

Patterns and 

  This research focuses on the importance of 

using Geographic Information System (GIS) 

in marketing Petra tourist sites in Jordan by 

designing a geographical database covering 

all natural and human components 

represented in this famous tourist sites in 
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Market 

Potentials of 

Petra City in 

Jordan 

Jordan. 

  This research attempts to identify the diverse 

components of tourism marketing aspects and 

potentials in the city of Petra using GIS. 

Building the essential geographical database 

for the Petra region will hopefully contribute 

towards making more effective use of the 

tourist attractions at Petra. Geographic 

Information System (GIS) has multiple uses 

according to the diversity of areas of 

application used in the modern tourism 

industry concerning planning, management, 

and marketing. This research, however, seeks 

to answer the following question: How can 

Geographic Information System (GIS) be 

used in marketing the tourist sites in Petra 

city?  

   The research shows the reality and 

practicality of marketing Petra city by using 

Geographic Information System. There are 

many uses of Geographic Information System 

according to the multiplicity of areas of 

application used in the modern tourism 

industry including marketing, planning, and 

management. This depends on the use of 

different views on the identification and 

classification of target market and how to be 

applied to them. The use of Geographic 

Information System in planning saves time 

and effort. It depends on special and aerial 

photos and topographic maps with great 

accuracy. In addition, it is possible to analyse 

and access more accurate results in a very 

short period of time when compared to the 

time required for the planning of any tourist 

site. 

 Shyti. B. 

and Kushi. 

E. (2012) 
[18] 

Albania 

(Elbasan) 

The impact of 

GIS 

application in 

the tourism 

development 

of Elbasan 

region 

   This paper provides an initiative for the 

application of GIS (Geographic Information 

System) in the tourism industry in Albania. It 

is applied in Elbasan, which is an important 

destination in this country for both native and 

foreign tourists.  

  The application of GIS consists on bringing 

geo-referenced data of Elbasan region, 

provided mainly by the District Office, into 

digitized maps, assigning all objects to 

thematic layers.  

  The results show that GIS may help to the 

development of tourism industry in Elbasan 

region in order to become more competitive 

not only in Albania but also in the regional 

and international tourism market. 
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SH. Sonti 

(2015) 
[11] South Africa 

Application of 

Geographic 

Information 

System (GIS) 

in Forest 

Management 

  The overall aim of this paper is to explore the 

potential application of Geographic 

Information System (GIS) technology in 

forest management in general and in 3 

African countries. The use of GIS has 

flooded almost every field in the engineering, 

natural and social sciences, offering accurate, 

efficient, reproducible methods for 

collecting, viewing and analysis spatial data. 

   According to Upadhyay forests are a dynamic 

resource, affected by many coexisting 

ecological processes and direct management 

interventions. To make better decision, to 

improve productivity, to save time, money 

and man power in forest management 

activities, required are dynamic both 

locational and descriptive inventory data, 

rather geographic information. The evolution 

of GIS, the Global Positioning System (GPS), 

and Remote Sensing (RS) technologies has 

enabled the collection and analysis of field 

data in ways that were not possible before the 

arrival of computers.  

o GIS has proven to play a vital role in the 

following 

o Resource Management 

o Harvest planning 

o Fire Management 

o Map production 

o GIS for strategic planning and modelling 

   The range of applications reviewed in this 

essay is clear evidence to the significant 

value of forests and the potential of GIS to 

aid in their management. Despite the 

diversity of applications, however, a number 

of broad conclusions can be reached about 

the role of GIS in forestry. 

Wei. W 

(2012) 
[21] 

China 

(Harbin, 

Heilongjian

g Province) 

Research on 

the 

Application of 

Geographic 

Information 

System in 

Tourism 

Management 

 This paper illustrates the role that the 

geographic information system plays in 

tourism management. Tourism has a strong 

geographical attributes and GIS itself is 

information system offering services to 

geographic research and decision-making, 

which can play a role in tourism 

management. 

 The essay also proposes the development 

prospects of the combination of GIS with 

new information technologies. GIS applied in 

Tourism Management has played a 

significant role. At the same time, it should 

be noted that information technology 

continuously changes, GIS applied in tourism 
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management also need to improve according 

to the development of information technology 

to adapt to the information technology 

development. 

 The development of tourism not only needs its 

own information management and exchange, 

but also adapts to the economic development 

and information needs of the whole society. 

The GIS applied to the tourism management 

is the inevitable demand for tourism 

management and tourism development. The 

development of modern information 

technology constantly presents new 

challenges to tourism management. In this 

case, it is a very important problem that how 

to make full use of the GIS in the tourism 

management to make tourism management 

better adapt to the needs of Information 

development. It requires ongoing in-depth 

discussion and study. 

Singh. S.P., 

Sharma. J., 

Singh. P. 

(2011) 
[19] 

India (Agra) 

A Geo-

Referenced 

Information 

System for 

Tourism 

(GeoRIST) 

 This paper presents a georeferenced 

information system (GeoRIST) for national 

and international tourists or the travelling 

community visiting to Agra enabling them to 

find their interest in city and ask for 

information about sights, accommodations 

and other places of interest which are nearby 

them by analysis and displaying the tourism 

objects in geographic context on interactive 

tourist maps. The developed system is the 

application of Internet based Geographic 

Information System (GIS) which integrates 

spatial database, statistical data and textual 

information in order to develop a data model 

providing proper and complete information 

for analysis and planning. 

 The developed system is a georeferenced 

information system based on Internet that is 

capable of answering questions about where 

facilities and resources are located and thus 

represents enormous benefits. It will provide 

the tourists to answer the fundamental 

questions that affect much of human 

endeavor like: “Where is it? How do I get 

there?” by: 

o Displaying map layers with associated 

information with adjustable scale 

o Interactive searching of the places of 

interest like hotels, cinemas, offices, 

parking lots etc. on map 

o Proximity analysis (locating closest 

available facility such as offices, 

hospitals etc. on map) 
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o Providing a cost effective means to 

disseminate useful geographically 

referenced information to the target 

users  

o Accessing through a wide range of 

Internet enabled electronic media like 

desktop computer at home, offices and 

shops, pocket PCs, and smart phones 

o Providing a standard way to access to GIS 

data and functions across the network, 

from any location and by any user, 

without the need to buy expensive GIS 

software. 

 The implementation of such a system for 

tourism will provide almost unlimited access 

to information to everybody, who has 

technical possibilities to connect with the 

Internet helping them in taking better 

decisions to plan their itinerary in Agra. 

Shah. S. A., 

Wani. M. A. 

(2015) 
[17] 

India 

(Srinagar) 

Application of 

Geospatial 

Technology 

for the 

Promotion of 

Tourist 

Industry in 

Srinagar City 

  The purpose of the present study is to 

develop an interactive and user-friendly 

Geographic Information System (GIS) 

enabled data base for various amenities viz. 

hotels, guest houses, house boats, road 

networks, airport, railway station, parks, 

shrines, play grounds, golf course, water 

bodies etc. in ESRI‟s ArcGIS 10.1 software 

which could be easily uploaded on web to 

disseminate proper information to world over. 

Toposheets, maps satellite images, GPS and 

field surveys were used to generate the above 

mentioned data layers and then multimedia 

data like video clips, audio narrations and 

photographs were integrated with each 

feature to make comprehensive tourist 

information system. 

  The dynamic and interactive GIS-based ways 

and methods of analysis spatial data are 

useful for the exploratory analysis of 

different dimensions of travel patterns. They 

allow the researcher, tourist, planner and 

administrator to interact, explore and 

manipulate spatial and attribute of facilities, 

natural and cultural features constituting the 

tourism products of destination. GIS could 

help immensely not only to visual properties 

of tourism products but can also facilitate 

alteration at regular intervals to update date 

information. The GIS based Tourist 

Information System besides being helpful for 

tourists can help entrepreneurs, local 

authorities and other stakeholders in decision 

making process concerning territorial 
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development and destination management. In 

this small study an attempt has been made to 

develop an interactive data set in which 

multimedia data is integrated combined with 

traditional GIS to develop a tourist 

information system for Srinagar city which 

could be easily uploaded on web for wide 

spread publicity of its tourism potential. It 

can facilitate the identification of complex 

spatial relations and the comparison of 

patterns generated by diverse features like 

hotels, trekking routes, biking routes, parks, 

gardens, taxi stands etc. The proposed GIS 

based Tourist Information System will 

produce accurate and valuable answers to 

tourist queries, expected to expand the tourist 

markets of the city. The system described in 

this paper could also serve as a potential 

model for developing Web GIS multimedia 

system for other field as well, like police 

department, heath department, urban planning 

department and education department. 

Rani. D. K. 

and Yulmaini 

(2015) 
[13] 

Indonesia 

(Lampung) 

Geographic 

Information 

Systems 

Design of 

Tourist 

Attraction and 

Nearest 

Facility In 

Bandar 

Lampung City 

 Tourism is one of business potential that 

Bandar Lampung has. According to data that 

obtained from Dinas Pariwisata dan Ekonomi 

Kreatif, there are more than 13 tourist 

attraction that spread across Bandar 

Lampung. Information about the tourist 

attraction in Bandar Lampung was given in 

booklet and tourism map. It considered as 

less effective since the technology 

development nowadays is able to give 

information in digital map or through 

website. 

 The output from this research is a design of 

geographic information system that 

interactive with the user and able to attract 

the tourist attention to visit Bandar Lampung 

City and the tourist attraction. With this 

design hopefully can bring more information 

about a tourist attraction in Bandar Lampung 

City and gain more tourist to visit Bandar 

Lampung City. 

Jovanovic. 

V., Njeguc. 

A. (2008) 
[12] 

Serbia 

(Zlatibor 

and Zlatar) 

The 

Application of 

GIS And Its 

Components 

in Tourism 

 Information technologies and tourism are two 

of the most dynamic motivators of the 

emerging global economy. Both tourism and 

IT increasingly provide strategic 

opportunities and powerful tools for 

economic growth, redistribution of wealth 

and development of equity around the globe 

 GIS use has so far provided successful results 

which promote importance of information 
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over technology. The reality is that 

geographic data in actual world come in 

many different formats. In this paper GIS has 

been established as a tool for collecting, 

analyzing, modelling and visual presentation 

of tourist data. Also, GIS is used for bringing 

the georeferenced data (spatial and non 

spatial) of geographic location Zlatibor and 

Zlatar into digital maps. Each object is 

assigned to a thematic layer. Each layer 

combines related objects like roads, building, 

or watercourses. To integrate tourism data the 

traditional layer model with layers like roads, 

buildings, vegetation, watercourses, etc., 

must be enlarged with additional tourism 

layers like hotels, restaurants, sights and 

further infrastructure layers 

 In the case study "Tourist destination Zlatibor 

and Zlatar", GIS has three type of 

applications in inventory of zoning areas, 

land uses, protected areas; in analysis 

application (number and density of hotels, 

resting-houses, clubs, sport facilities such as 

swimming pools, playgrounds, football pitch, 

tennis courts; in management/making 

application, e.g. evaluation of land use plan 

based on demographic and natural 

characteristic and planning for capital 

investment in tourism. 

Cheewinsiri

wat P. (2009) 
[7] 

Thailand 

(Nan 

Province) 

GIS 

Application 

for 

The Maps of 

Tourist 

Attractions 

and 

Ethnic Groups 

of Nan 

Province, 

Thailand 

 This paper describes a GIS-based application 

to illustrate the maps of tourist attractions and 

ethnic groups of Nan Province in Thailand 

under a research project funded by the 

Thailand Research Fund (TRF). 

 A questionnaire was designed to collect 

information from 902 villages. The 

questionnaire included questions about 

village background and environment, 

interesting cultural elements, village names, 

village history, local tourist places and 

schools, population, ethnic groups and 

languages. Nine-hundred questionnaires were 

distributed by well-trained staff from the Nan 

Community who conducted interviews of two 

or three senior people from each village. The 

data from the questionnaires was then entered 

into the village database via a developed user 

interface. 

   GIS database had been set up by combining 

map layers from several sources. The map 

layer set consists of administrative 

boundaries, roads, rivers, contour lines, as 
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well as associated 1 Lecturer, Department of 

Geography, Chulalongkorn University, 

Bangkok locations of the villages. The 

information of each village in the village 

database was then linked to its location 

represented by points in the GIS database. 

With the customized GIS application, various 

types of interactive queries about village data, 

as well as tourist attractions or 

ethnolinguistic maps, can be accommodated. 

Logical block diagrams, user interfaces and 

results are detailed in this paper. 

Unel F.B., 

Gungdogdu I. 

B., Yalpir S. 

(2015) 
[20] 

Turkey 

(Selcuk) 

The Impact of 

Multimedia 

Geographic 

Information 

System in 

Tourism 

   Geographic Information System, in which a 

lot of information is disciplined, is a 

technique that makes life easier. It is called 

Multimedia Geographic Information System 

(MMGIS) due to the association with 

geographic information of multimedia data 

such as text, audio, photo and video. The 

system which appeal both to the eye and to 

the ear yields cultural, scientific and popular 

benefits on the subject. In the era of mobile 

communications, multimedia information 

system, provided from the internet, will 

attract more attention from tourists, and it 

will be used easily. 

   All kinds of information in different 

environments are needed in information 

systems which are created with a definite 

theme. For example, map information, a 

photo or video images are needed. Moreover, 

i-statistical data may be needed to be 

converted into graphic data. Also the 

accuracy, reliability and update of these data 

are important. Otherwise, it may be difficult 

to make correct decisions. Multimedia 

Geographic Information System of Mevlana 

Mausoleum was product in this application. 

Through MMGIS, domestic and foreign 

tourists are able to access to all kinds of 

information multimedia-assisted. Also mobile 

phones will accelerate access to multimedia 

data. Our age is the age of communication.  

   As well as map and attribute data, multimedia 

data are also added to Geographic 

Information Systems. Multimedia data 

incorporate variation, visualization and 

reality into GIS. The desire to obtain more 

information is aroused by demanding user‟s 

attention. It also gains integrity to GIS. 

Pareta K. 

(2013) 
[14] 

Vietnam 

(Hal An, 

Quang Nam 

Remote 

Sensing and 

GIS Based 

   This paper will discuss some of the potential 

of GIS applications in tourism planning. 
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Province) Site 

Suitability 

Analysis for 

Tourism 

Development 

Generally, GIS applications in tourism have 

been confined to recreational facility 

inventory, tourism-based land management, 

and recreation-wildlife conflict; and have 

been limited by lack of funding, and 

uncoordinated procedures. Using the example 

of site suitability analysis for tourism 

development and mapping, this paper 

highlights some applications of GIS in 

tourism planning in Hai An, Quang Nam 

Province, Vietnam. 

   The most suitable tourism site identified 

according to the analysis are within major 

towns (Hoi An). The urban centre with 

possibility to grow into tourism centres. The 

remaining land show low suitability scale due 

to lack of major attraction to create a strong 

pull factor. Accessibility is a prerequisite for 

tourism development. Good road network 

connectivity with proximity to railways 

station or airport showed strong tourist 

potential site, this coupled with nearness to 

scenic beauty depict a high suitability. Major 

tourist attraction such as heritage site, coastal 

beaches and water bodies or lake showed 

high suitability. This can be correlated to the 

fact that heritage sites and other high suitable 

features are translated into suitable tourism 

site. 

 
 Many things made a lot of reason for using a Geographic Information System for 

Economic Development review, we chose tourism because of tourism sector have important 

things in economic and social context of the country. It has the strongest effect on the economy, 

as it helps in developing other sectors. Tourism is one of the largest industries in the world and 

has historically been an early adopter of new technologies. If the contribution of tourism to the 

economy and its development potential is considered, the traditional methods of information 

dissemination related tourism is inadequate. geographic information systems (GIS), however, 

has the ability to handle multiple types of information that can be related to a particular area. 

Therefore, by using the Geographic Information System (GIS), it becomes possible to integrate 

information related tourism, visualize complex scenarios, these ideas and get an effective 

solution. 

 

Best Tourism in Several Country 

No. Country Tourism 

1. Arab (Jordan)  Petra 

 Amman 

 Wadi Rum 

 Aqaba 

 Jerash 

 Irbid 
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2. Albania (Elbasan)  Kalaja E Elbasanit 

 Clock Tower Sahati 

 King Mosque 

 Elbasan Arena 

 Qendra Tregatre Orti 

3. South Africa  Cape Peninsula 

 Garden Route 

 The Winelands 

 Robben Island 

 Soweto 

 Blyde River Canyon Nature Reserve 

 Wild Coast 

4. China (Harbin, Heilongjiang Province)  Yabuli Ski Resort 

 Saint Sophia Cathedral 

 Harbin Polarland 

 Bingxue Big World 

 Sun Island Park 

5. India (Agra)  Taj Mahal 

 Mehtab bagh 

 Jama Mosque 

 Guru ka Tal 

 Chini Ka Rauza 

6. India (Srinagar)  Dal Lake 

 Shankaracharya Temple 

 Nishat Bagh 

 Shalimar Bagh 

 Chashme Shahi 

 Kheer Bhawani 

7. Indonesia (Lampung City)  Pesagi Mountain 

 Tanjung Putus Island 

 Pasir Putih Beach 

 Sebesi Island 

 Pahawang Island 

8. Serbia (Zlatibor and Zlatar)  The Magical Three: Mokra Gora, 

Drvengrad and the Sargan Eight 

 Kremna 

 Sirogojno 

 Kamena Gora 

 Uvac 

9. Thailand (Nan Province)  Lam Nam Nan National Park 

 Wat Phumin 

 Wat Phrathat Chae Haeng 

 Wat Sri Panton Temple 

10. Turkey (Selcuk)  Ancient City of Ephesus 

 Celsus Kutuphanesi 

 Efes Antik Kenti Tiyatrosu 

 Aqua fantasy Aquapark 

11. Vietnam (Hal An, Quang Nam 

Province) 

 Hoi An 

 Da Nang 

 Tam Ky 
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CONCLUSIONS 
 Several journals focus geographic information system to market tourist sites in their countries, 

shows the reality and practically of marketing tourist site. Geographic information system may help to 

the development of tourism industry in their country region to become more competitive with 

international tourism. The use of GIS has flooded almost every field in the engineering, natural and 

social sciences, offering accurate, efficient, reproducible methods for collecting, viewing and analysis 

of spatial data. 

 The development of tourism not only needs its own information management and exchange, 

but also adapts to the economic development and information needs of the whole society. The GIS 

applied to the tourism management is the inevitable demand for tourism management and tourism 

development. The development of modern information technology constantly presents new challenges 

to tourism management. In many journal, it is a very important problem that how to make full use of the 

GIS in the tourism management to make tourism management better adapt to the needs of Information 

development. 
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ABSTRACT 
Corruption is one of the challenges faced by every country in enhancing economic growth and 

improving quality of citizens’ life around the world. Currently, many countries are focusing on the use 

of ICT by implementing e-government to combat corruption. This paper discusses the application of e-

government in some countries through literature research with data from scientific reports contained 

in scientific journals related to e-government in combating corruption. Based on this research, it’s 

known that there have been many countries are implementing e-government in any form or ways in 

order to combat corruption. The government needs to involve ICT in an integrated electronic system 

that can monitor the activity of each individual in the public services provision, including 

payment/financial system, taxation, procurement of goods/services, or licensing. By implementing e-

government can help improving relationship between government and citizens so as to improve the 

effectiveness, efficiency, transparency and good governance so as to minimize corruption of public 

servants. Use of e-government not be separated from ICT support, there are several obstacles faced by 

countries such as limited internet connectivity, lack of adequate infrastructure, lack of software 

development that’s owned, to the limited knowledge possessed by human resources in applying ICT for 

good governance. 

 

Keywords : ICT, E-government, Corruption 

 

JEL Code: H59 

 

INTRODUCTION 

 

Transparency International (TI) reported the ten of 176 countries who have the highest 

Corruption Perception Index (CPI) rank in 2016 are Denmark, New Zealand, Finland, Sweden, 

Switzerland, Norway, Singapore, Netherlands, Canada, and Germany (Transparency International 

2016). The ten countries have become developed countries. While the middle ranks until the bottom is 

dominated by developing countries and poor countries. Corruption is the greatest obstacle for economic 

and social development in developing world (Seo and Hasan  2016). The poorest countries are also 

those that mostly incur the huge costs of corruption (Phatak et al 2008). Indonesia as a developing 

country has ranked 90th globally and by 37 points, one point higher than the previous year (BBC 2016). 

Indonesia is far below compared to other Southeast Asian countries, they are Brunei Darussalam and 

Malaysia, and it was still above the State Philippine, Thailand, Timor Leste, Vietnam and Myanmar 

(Transparency International 2016). 
 

Corruption is one of the challenges faced by every country in enhancing economic growth and 

improving the quality of life of citizens around the world (Mistry and Abu 2012). Corruption can lead 

to increase in public spending, a reduction the amount of collected taxes, increase fiscal deficit and 

creation of macroeconomic instability (Knězáčková, Radka and Veronika 2013). Klitgaard states that 

illicit behavior develops when the government as public servants have great monopoly power over the 

citizens, have great level of discretion or great authority, accountability or transparency of the 

government is weak (AL-Hussaini, Naser  and Shebiab  2013). Klitgaard and Rose Ackerman concisely 

defines the structure of corruption in the following equation: "Corruption = Monopoly + Discretion - 

Transparency (in governance)" (Goel, Suman and Raj  2014). 
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 The advent of Information and Communication Technology (ICT) has brought new ways of 

doing things in almost all spheres of life (Ayuba, Bello and Ibrahim  2014). ICT were the trigger factors 

for the economic, political and social changes since the invention of the digital computer (mid-1940s), 

which were accelerated with the advent of the Internet (the early '90s) (Lupua, Dan and Corina  2015). 

Nowadays, countries around the world have utilized ICT in an attempt to efficiently provide 

government information and services to the population. The use of ICT to provide information to 

citizens and to connect citizens and government has been called e-governance and e-government in the 

research literature (Mistry and Abu 2012). E-government using ICT such as Local Area Network 

(LAN), Wide Area Network (WAN), Internet, mobile, and computing technology to transform 

government by making it more accessible and accountable by providing access to the necessary 

information, allowing the public to interact with officials, create transparent operations, and offering 

public services online (Goel, Suman and Raj  2014). 
 

Klitgaard mentioned the use of e-government can substantially contribute to reduce corruption 

due to the positive impact on three indicators: monopoly of elements of government by the political 

class, the discretionary power of state employees, and accountability bureaucracy. E-government is 

used, being considered an efficient and effective mean to improve public transparency and reduce 

corruption (Seo and Hasan  2016). 
 

Monopoly power held by the government can control or access material or human resources as 

well as legislation. According to Zemanovicova (2002), a large monopoly occurs when there is an 

imbalance in supply and demand for services and exclusivity of access to information so we need the 

ability to minimize the control through the decentralization of tasks. To minimize corruption and 

overcome the lack of transparency, the researchers have recommended for the implementation of e-

government to increase transparency and open access to government information (AL-Hussaini, Naser  

and Shebiab  2013). 
 

Discretion or authority held by the public officials an opportunity to be misused in corruption, 

such as the illegal levies in the licensing. This is due to the complex procedures and long process that 

makes people tend to take shortcuts. According to Martinez-Vazquez et al (2007), by presenting the e-

government as one device that can reduce the use discretion by public officials because the technology 

will make the licensing process more transparent, easier, and no intervention by public officials (AL-

Hussaini, Naser  and Shebiab  2013). 
 

Lack of accountability or transparency is another indication of the corruption that can be solved 

through information and communication technologies (AL-Hussaini, Naser  and Shebiab  2013). 

Efficiency and accountability of public officials can be improved by the application of e-government, 

so that the public can monitor the performance of the public with ease. 

These days, many countries are focusing on using e-government, especially in developed countries. 

Many developing countries are now realizing the need for e-Governance in order to provide customer-

focused, cost effective, and easy to use services for citizens and businesses and to improve the internal 

workings of government (Phatak et al 2008). Indonesia as developing country is also focused on using 

e-government as one of the tools to combat corruption (Hardjaloka 2014). Based on this background, 

this paper will discuss how the concept of e-government and corruption; and how the application of e-

government in combating corruption through the literature research with data from scientific reports 

contained in scientific journals related to e-government in combating corruption. 

 

 

LITERATURE REVIEW  
 

Definition of E-Government 

E-government is the first step in e-governance. Where to ensure e-government included into 

ensuring e-governance  (Iqbal and Jin 2008) . E-government is defined as the application of ICT is 

growing as the Internet is the World Wide Web (www), and phone to provide information and services 
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to citizens and enterprises. It also enables the achievement of higher levels of effectiveness and 

efficiency of services provided, both for citizens and companies (Vieira 2013).  

The goal of e-government is that the relationship of governance involving government, business and 

civil society to create a more efficient, effective, productive and responsive (Hardjaloka 2014). 

Meanwhile, that the main goal of the e-government is to achieve good governance through interaction 

between citizens, the state and civil society, doing online business and communication (Kayrouz and 

Issam  2014). 
 

Activity of e-government can be categorized as internal, where the government to government 

(G2G) and government to employees (G2E), or external, which is the government to business (G2B) 

and government to citizen (G2C) (Iqbal and Jin 2008). The purpose of e-government to make the 

interaction to be more friendly, convenient, transparent and cost by providing the benefits of reducing 

corruption (Ramaswany 2014). G2E (Government to employees) involving government services for its 

own employees, as an example of a service G2E that is Pension Management System which tracks the 

information related to the retirement of all government employees and print reports when needed (Iqbal 

and Jin 2008).  
 

E-government can be seen from four different perspectives; (1) citizens (provision of public 

utility services for citizens), (2) procedure (the renovation of the government, aimed at higher 

efficiency), (3) cooperation (integration of government agencies with themselves and with private 

organizations and non-governmental, to facilitate the decision-making process, without losing quality), 

(4) knowledge management (creation, management and dissemination of knowledge created and 

accumulated in government agencies use appropriate storage) (Vieira 2013).  

According to the UN agency, UNESCO identified in the government electronic devices, there are four 

criteria for interaction as the basis for e-government applications and success (Kayrouz and Issam  

2014); (1) government to government sharing and exchange of data at the national level provincial and 

local, (2) government to citizens through information distribution and delivery of electronic services, 

(3) government for company transactions involving the exchange of the rules and regulations of shrimp 

between the two sectors on taxation and different policies, and (4) government employees focusing on 

rules, laws, training, work guidelines, and others. 

 

Benefits of E-Government  
 

E-government offers a number of potential benefits to the community, this gives more control 

to citizens as to how and when they interact with government (Kumar et al 2007). There are several 

opportunities in the implementation of e-governtment, which is; (1) improve the effectiveness, 

efficiency, and reduce costs, (2) improve service, (3) increasing community participation and (4) 

increase transparency and reduce corruption (Hardjaloka 2014). Meanwhile, which is; (1) puts an 

online service to reduce costs and increase profits to the citizens because it reduces the time, labor and 

corruption, (2) providing the delivery of quality services offered online to avoid confusing bureaucracy, 

(3) improving transparency and accountability, (4) create a network information are verified and the 

process of learning the dynamic and (5) creating partnerships and collaborations government between 

central, regional, and local levels to improve the confidence of citizens in the public management of 

citizens on the basis of the partnership are transparent (Kayrouz and Issam  2014). 

One of the ways to achieve transparency and the fight against corruption is to the optimization of 

government to citizen interaction, the introduction of e-government can play a role in the context of 

some process (Ramaswany 2014). Internet-based government procurement system or e-government is 

seen by some governments as a vital tool in combating public sector corruption. These systems may 

contain legal framework, the opportunity offers, statistics, notifications and other relevant inforasi 

(Proskuryakova, Gulnara  and Hans 2011).  

 

Challenges of E-Government 

In implementing e-government, there are several challenges to be faced, among others, which 

is; (1) lack of local regulations governing the implementation of e-government, (2) no culture of 

sharing, (3) no culture of documneting, (4) lack of qualified human resources and the ability of 
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communities to use technology, (5) infrastructure is expensive and inadequate, and (6) the limited 

access (Hardjaloka 2014).  

An e-government readiness is closely related to the ease of doing business dimension and with a lower 

perception of corruption, and the educational dimension based infrastructure becomes a deciding factor 

for use in electronic platform by citizens. The more prepared people are using the tools provided, the 

higher the effectiveness of the initiatives provided by the e-government (Zouain and Gustavo 2013). 

In addition, obstacles in the implementation of e-governmentthat is; (1) understand the technology (the 

ability to understand and use technology), (2) usability (design technology that allows users to engage 

in embedded content in technology, (3) accessibility (the ability of the disabled to access content 

through technology), and (4 ) functions (design technology includes features that users want) (Arpit 

2012).  
 

Research conducted by (Singla and Himanshu 2011) in India showed that the factors which 

contribute to corruption in the public delivery system, that is; (1) The delivery of complex services 

system, (2) lack of accountability and responsibility, (3) delays in courts of law, (4) lack of 

transparency in government policies, (5) bad economic policies, (6) access to information that is bad 

for citizens, (7) lack of inspectors in remote areas, (8) the mechanisms that bad on the handling of 

complaints, (9) levels inflansi high, (10) the training and inadequate equipment in the Department of 

Government and (11) political pressure. 

 

Corruption 
 

Definition of corruption by Transparency International (TI) that "Corruption is operationally 

defined as the abuse of entrusted power for private gain" (Singla and Himanshu 2011) . That corruption 

is a phenomenon that is very difficult to investigate because it involves secrecy and deception, and 

because there is a possibility informant punished for doing so (Kim, Hyun and Heejin 2008). 

Corruption as an act in which the power of public office is used for personal gain in a manner that is 

contrary to the rules of the game, such as bribery, embezzlement, theft, extortion, abuse, wisdom, 

favoritism, exploiting the conflict interest and improper political contributions (Krishnan, Thompson  

and Vivien  2012).  
 

Corruption  can be broadly classified into three types based on the relationships that corruption 

between the people and the political elite, administration, and justice: (1) corruption; (2) bureaucratic 

corruption; and (3) corruption legislative (Jain 2011). Corruption refers to the act of the political elite, 

which refers to the act of elite political exclusion, where they either change the national policy or 

implementation of national policies or serve their own interests. While bureaucratic corruption refers to 

the corruption of bureaucrats appointed in their relationship with their superiors well that the political 

elite or with the public, legislative corruption refers to the manner and extent to which the behavior of 

legislators can be influenced sound (Krishnan, Thompson  and Vivien  2012).  

Almost all definitions of political corruption emphasizes the subversion of public interest by private 

interests, famous definition of corruption is the aberrant behavior of a public role because the formal 

obligations (personal, close family, private groups) in the form of money or favorable circumstances 

personally or violation of the rules on the implementation of some kind of influence in private (Iqbal 

and Jin 2008).  
 

In each area, information provision to citizens and the ability of citizens to monitor government 

activities play an important role, both in the main where e-government and other ICTs can be used to 

fight corruption, the influence of culture is often used as the challenges of social change is the greatest 

in the initiative transparency and anti-corruption (Bertot , Paul  and Justin 2010). 

 

METODOLOGY 
 

The type of  this study is literature research or literature review, that is a series of studies 

dealing with library data collection methods, or study that the object of research derived from literature 

information relevant to the topic of study. The data used in this study is secondary data. Secondary data 

sources are intended to be scientific reports contained in scientific journals related to the prevention of 
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corruption with e-government from 2007 to 2016. Data collection method used in this study is 

documentation method by finding literature related to study topic. This research uses descriptive 

analysis, that is analyzing the efforts undertaken to tackle corruption through e-government by 

describing regularly the data obtained, then given the understanding and explanation in order to be well 

understood by the reader. 

 

 

DISCUSSION 
 

Here's the table of  selected findings from literature. 
 

Table 1 : Selected findings from literature 

 

Authors (year) Significant findings 

Jin-Wan Seo and 

Hasan Md Golam 

Mehedi (2016) 

Bangladesh governments have done against corruption through e-government 

efforts. There are many limitations to these efforts and challenges in maximizing the 

benefits of e-government and opportunities for reducing corruption in Bangladesh. 

Bangladesh government has to do in order to overcome technological weakness, 

lack of infrastructure, limited human capital, and low budget from the government. 

Augustine Osa Enofe, 

Sebastine Abhus 

Ogbaisi, and Oliver 

Happiness Mboto 

(2015) 

The Integrated Payroll and Personnel Information System (IPPIS) have significant 

effect in reducing the incidence of ghost workers in the public sector and E-payment 

have significant effect in scaling down the level of corrupt practices in the public 

sector. E-Governance measures should be strengthened in the public sector so that 

corruption can be reduced as much as possible. 

Resham Dhillon and 

Dr Vijay Laxmi 

(2015) 

Governments should focus on improving services of e-governance based on citizen 

centric factors (infrastructure, poverty, lack of funding, literacy rate and local 

language problem) for sustainable development. They should be aware of what are 

the major expectations of the citizens (corruption free services, trustworthily 

services freebies or nominal fee). 

Dan Lupua and 

Corina Georgiana 

Lazarb (2015) 

An increase in the index of e-government can result in a decrease in corruption in 

countries entering the EU, and non-EU member. The countries that joined the EU 

have benefited most from the increased use of e-government 

Ramaswany , Mysore 

(2014) 

The success of e-Government initiatives to improve transparency and combat public 

sector corruption will ultimately depend upon the acceptance of ICTs among its 

citizens. 

Hardjaloka, Loura 

(2014) 

Through e-government, the results obtained are the creation of good governance 

reduced corruption, increased transparency, greater convenience, increased state 

revenue and / or cost reduction. 

Bello Ayuba and 

Ibrahim Ali Aliyu 

(2014) 

ICT has played significant roles in reshaping business activities in Nigeria as it 

helps organizations (public and private) in combating corrupt business activities 

through electronic measures such as e-governance, e-mails, e-payment, e-

examination, e-banking, e-marketing, e-commerce and e-business. In spite of the 

numerous advantages, there are certain limitations which represent barriers to it 

effective adoption in most business organizations in the country. ICTs such as 

Internet connectivity, GSM system, computer, and online tools for effective 

information and communication service are either grossly inadequate or lacking 

completely in some areas within the country. 

Suman Goel and Raj 

Kumar (2014) 

E-governance not only reduced corruption but also improved the revenues of the 

government which could be used for socially relevant areas like health, education, 

eradication of poverty and uplifting the down trodden. E-governance has the 

potential to tackle corruption effectively and lead societal harmony. 

Vieira, James Batista E-Government can be viewed from four different perspectives: that of the citizen 
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Authors (year) Significant findings 

(2013)  (supply of public utility services to citizens) ; procedures(remodeling of government 

processes, aimin higher effeciency); cooperation (integration of government 

agencies with themselves and with other private and non-governmental 

organizational, in oerdeer to streamline the desicion-making process, without loss of 

quality); knowledge management (creation, management and dissemination of 

knowledge created and accumulated in government agencies using the appopriate 

repository) 

Zouain,Deborah 

Moraes and Gustavo 

(2013) 

The dimensions of formal education and infrastructure are determinant to the use of 

the electronic platforms by the recipients, the country citizens. The more prepared 

the population is to use the tools provided, the higher would be the effectiveness of 

a given e-govern initiative. 

Ahmad AL-Hussaini, 

Naser N. M. AL-

Mutairi and Shebiab 

Fahad Thuwaini 

(2013) 

The use of technology (e-government) and some procedures and deterrent 

regulations to significantly limit corruption in the government sector. First, 

transferring to e-government and reducing the overall paperwork. Second, installing 

a controlling system that relies on a computer system to follow up the work of 

individuals, to help reduce nepotism and bribery. Third, activating decentralization 

in decision-making through relying on electronic systems in decision-making. 

Fourth, dividing work and identifying it accurately in order to ensure easy transfer 

to electronic systems and facilitate in the decision making process. 

Radka Knězáčková 

and Veronika 

Linhartová (2013) 

The use of information technology and the development of e government contribute 

to reducing the level of corruption in the country. Specifically, one percent increase 

in the index of e-government (EGDI) caused a reduction of 0,8% in the index of 

corruption (CPI) in the sampling period. Identified outcomes suggest that efficient 

implementation of e-government brings a real reduction of the level of corruption in 

the country. 

Arpit,Bansal (2012) A well-planned e-government strategy can build a more efficient, accountable and 

transparent government. Combating corruption can be targeted as a specific 

objective of e-government. As in OPEN in South korea and the CVC (The Central 

Vigilance Commission) in India, e-government can become one of the key 

components of a broader anti-corruption strategy enabling effective communication 

in addition to the increased transparency. 

Jamsed J. Mistry and 

Abu Jalal (2012) 

The use of ICTs related with the increased e-government will reduce corruption. 

The impact of e-government implementation in developed countries is higher than 

the developing countries. 

Singla ,Sushil Kumar 

and Himanshu 

Aggarwal (2011) 

It   is concluded that e-governance initiatives can make important contributions to 

improve public services delivery system. It is a strong tool for combating the 

corruption. But complete implementations of e-governnace depend upon the 

government and public awarness. 

Bertot , John C., Paul 

T. Jaeger and Justin 

M. Grimes (2010) 

Several   short-term actions that are possible which can lead to long-term succes in 

terms of transparent and open government that redusce corruption that can be 

considered : (1) Develop measure of transparency. (2) Develop transparency 

"readliness" criteria. (3) Evaluate existing system for portability expansion. (4) 

Reuse rather than reinvent. (5) Create and invest in collaborative pilot projects. 

Fraser, Charmaine 

(2009) 

For a long time Canada was the international leader of e-government through the 

constant evolution of its e-government tool, a superb modern citizen-centric, “one-

stop,” integrated, multi-channel tool. 

Kim, Seongcheol, 

Hyun Jeong Kim and 

Heejin Lee (2008) 

the OPEN system, developed and adapted from the perspective of institutional 

theory. drewthe following conclusions: 

(1) OPEN made a positive impact on the reduction of corruption in the Seoul 

Metropolitan Government (SMG);(2) Among the three institutional mechanisms, 
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Authors (year) Significant findings 

the regulatory one is the most effective in implementing anti-corruption systems.(3) 

As in many studies of IS implementation, strong leadership played a key role in the 

implementation of OPEN;(4) The four strategies to fight corruption need to be 

embedded into the design of the system.            

Iqbal , M. Sohel and 

Jin-Wan Seo (2008) 

The GePS enables transparent e-procurement. All the procurement process 

including purchase request, invitation for bids, contracting, inspection, and payment 

are digitalized and disclosed on areal time basis. Through the OPEN system 

information on civil applications, procudures of approvals, document reviews, 

schedules for the process, etc. 

R. D Pathak, Gurmeet 

Singh, Rakesh 

Belwal, Rafia Naz, 

and RFI Smith (2008) 

E-Governance initiatives can help in reducing out corruption and also can make 

important contributions to improving public services they can best do so by helping 

improve overall relationships between governments and citizens. 

Kumar et al (2007) User characteristics and website design directly influence e-Government adoption. 

User characteristics consist of perceived risks associated with using services such as 

financial and performance risk as well as data security and privacy. 

 

Relationship Between E-Government and Corruption  
 

In many parts of the world, a major part of the problem in dealing with the government sector 

or public body is corruption. No doubt, corruption has existed since time immemorial, and indeed, may 

become entrenched nature of human nature; However, most governments and technology are interested 

in finding out what it means to be made to combat corruption (Ramaswany 2014). Governments can 

provide awareness to citizens, to educate people in the villages. It is the duty of the government to 

legislate strict anti-corruption and regulations to combat corruption. Our political leaders and 

administrators should be fully committed to the fight against corruption (Singla and Himanshu 2011).  

The government has more control over the flow of information than citizens, members of the 

government is vulnerable to corruption. To narrow the gap between citizens and the government, it is 

necessary to monitor the work of the government and provide citizens with information on 

administrative processes and the results of, for example, permits or applications  (Kim, Hyun and 

Heejin 2008). Transparency and the right to access government information on internationally 

considered essential for democratic participation, trust in government, corruption prevention, inform 

decision-making, the accuracy of government information, and the provision of information to the 

public, companies, and journalists, among the important functions within societies (Bertot , Paul  and 

Justin 2010). 
 

ICT offers a state with a new approach to creating transparency and promote anti-corruption. 

ICT can reduce corruption by promoting good governance, strengthening reform initiatives-oriented, 

reduce the potential for corruption, improve the relationship between government officials and citizens, 

allow for tracking the activities of the community, and to monitor and control the behavior of public 

servants (Arpit 2012). It must be ensured that the unique ability of humans to act on social norms 

broader maintained after the intervention of ICT in bureaucratic practice. The real challenge is to figure 

out how to modify working practices in Western countries, so that they can work in transition / 

developing countries where there is no culture of accountability and transparency in any kind of 

interaction constituents-government (Ramaswany 2014).  
 

E-Governance plays a major role in the public delivery system to provide various facilities to 

reduce corruption (Singla  and Himanshu 2011).  E-government can not only improve government 

efficiency, but also reduces flexibility, thus limiting some opportunities for arbitrary action. E-

government can be one of the key components of the anti-corruption strategy broader enable effective 

communication in addition to improving transparency. By using e-government, increasing the 
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likelihood of exposure by keeping detailed data on the transaction, making it possible to track and 

connect corruption with their actions (Arpit 2012). 
 

Research conducted by Vieira (2013) explains that corruption would be reduced by the 

mechanism of e-gov developed, because it has a large and negative impact on the utility corrupt agent '. 

Theoretically, this mechanism integrity, provided by means of a new e-gov, would impose a significant 

risk to the involvement of agents' in corrupt transactions and other opportunistic attitude towards public 

contract. That is the reason why dishonesty in general - including corrupt transactions - is expected to 

be reduced by this mechanism integrity. In addition the results of research conducted by Zouain and 

Gustova (2013) rank higher in e-government readiness is associated with lower corruption perception. 

Additionally, the dimensions Ease of Doing Business is inversely associated with the perception of 

corruption. In addition, the rating value is reversed to allow easier interpretation of the results, because 

the high CPI indicates a low perception of corruption. This means that it is better for the country in the 

ranking of readiness to carry out e-government and the ease of doing business, the appearance of 

corruption is reduced. 
 

Mistry and Jalal (2012) have examined the relationship between e-government and corruption 

in developed and developing countries. The use of ICTs related with the increased e-government will 

reduce corruption. The impact of e-government implementation in developed countries is higher than 

the developing countries (Mistry and Abu 2012). In the next year Knězáčková and Linhartová (2013) 

have examined the impact of the use of e-government on corruption in 117 countries all over the world, 

regardless of their geographic location or political regime. The research was found that the use of 

information technology and the development of e government contribute to reducing the level of 

corruption in the country. Specifically, an increase in the index of e-government (EGDI) caused a 

reduction in the index of corruption (CPI) in the sampling period. Identified outcomes suggest that 

efficient implementation of e-government brings a real reduction of the level of corruption in the 

country (Knězáčková, Radka and Veronika 2013). Lupua and Lazarb (2015) also have examined the 

relationship between corruption and e-government in EU and non-UE countries. The result showed that 

an increase in the index of e-government can result in a decrease in corruption in countries entering the 

EU, and non-EU member. Lupua and Lazarb (2015) also found that countries that joined the EU have 

benefited most from the increased use of e-government (Lupua, Dan and Corina 2015). 

Countries throughout the Americas, Asia, and Europe claiming that success in reducing corruption 

through e-government (Bertot , Paul  and Justin 2010). Taxes and government contract area where the 

government has been seen as a clear and successful solution to the problem of corruption in many states 

of the, included in the sample: 
 

 

South Korea 
 

One of the initiatives of e-government anti-corruption the most studied is the Seoul 

Metropolitan Government's (SMG) Online Procedures Enhancement for civil applications (OPEN) 

system, was launched in 1999 as measures of anti-corruption is embedded into the functioning of the 

system. OPEN system is part of a widespread government and inisisatif company to change the 

government of South korea (Bertot , Paul  and Justin 2010). Ensuring transparency in administrative 

procedures to facilitate access of the OPEN system and increase the credibility of city government is a 

feature of the OPEN system where these components leads dean town to get a low environmental 

corruption (Iqbal and Jin 2008). 
 

In the past, South koreans are accustomed to wait long at the office while doing their civil 

affairs. After the introduction of the OPEN system, however, people can browse through all the details 

online at home. Furthermore, the system OPEN inform them about the status of their applications via 

short message service (SMS) or email. So that they can check the required information easily without 

visiting or calling the relevant office. OPEN system is widely considered a success as the Most 

Valuable Policy of Seoul in 1999 and 2000 as well as recognized by international organizations. In 

addition, international organizations such as Transparency International and theWorld Bank encourages 

the countries concerned to use the OPEN system, and several countries, including Vietnam, Indonesia, 
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Bulgaria, Japan, China, Egypt, and Nepal has referred to the OPEN system (Kim, Hyun and Heejin 

2008).  

On the other hand, the Government e-Procurement System (GePS) is a system that transforms 

the procurement procedures of documents to digital portal sites as information on public procurement 

and application service provision (ASP) for e-procurement, common e-market place where some buyers 

and sellers can meet electronically and transact all kinds of business through a single point of 

integrated, network connecting public institutions and vendors. GePS implementing such systems can 

facilitate the procedure more transparent and limit the sources of corruption (Iqbal and Jin 2008).  
 

Canada  
 

Canada has been a world leader in e-government maturity over the last five years from 22 

countries (Kumar et al 2007). Government of Canada is one of the first government to adapt to online 

service delivery model and as the beginning of the most innovative in the development of e-government 

(Fraser 2009). Government of Canada has a clear vision and goals and centralized approach to e-

government, where it will achieve operational efficiency (Kumar et al 2007). Reduction of costs for 

services that are not realized as a prelude to anticipate because the citizens do not apply the tool as 

quickly as had been expected, and for forecasting too much in terms of initial investment costs and 

equipment maintenance costs (Fraser 2009).  
 

Element transparency is built on an online channel which can reduce corruption, a serious 

problem in some developing countries. Therefore, e-government is a revolution delivery of government 

services in developing countries. Canada seeks to provide Internet access through a common terminal 

which is considered as an important step in encouraging the adoption of e-government (Kumar et al 

2007). Service in Canada is a network of one-stop service that has been used by the citizens of Canada 

to access the 77 (seventy-seven) types of services that are divided into twelve (12) areas of service that 

is owned by the Government of Canada, such as education, employment, health, housing, immigration, 

finance, law, and others. (Hardjaloka 2014). 
 

Indonesia  
 

The use of e-government due to the changes in national life fundamentally, of the system of 

authoritarian and centralized system toward democratic governance and implement consideration of the 

central authority and autonomous regions. It encourages good governance, transparent, and able to 

answer effectively the guidance change (Sosiawan 2008). The Indonesian Government made a policy to 

utilize information and communication technologies to build the Electronic Government for Good 

Governance that is integrated from the start to the regional administration center.  The government 

policy among others set forth in the form of Presidential Instruction (Inpres) No. 3 of 2003 and the 

Decree of the Minister of Communication and Information on Development of e-Gov (Nugroho 2014). 

In Indonesia, the implementation of e-government in many forms, namely (Hardjaloka 2014):  

1) Procurement of goods and services  

Efforts are being made to avoid corruption in the procurement of goods and services is carried 

out by (i) the announcement information pendagaan goods and services are made online (e-

announcement); and (ii) the procurement of goods and services of electronic government (e-

procurement). 

2) Taxation  

To reduce the corruption that is in taxation, Tax Directorate of the Republic  Indonesia has 

implemented a number of applications, among others: (A) Taxation Office Internet site that is 

www.pajak.go.id containing tax regulations and taxation information, (b) Application Program 

Monitoring and Reporting Tax Payments (MP3) is used to monitor and supervise the tax 

revenue online, (C) The application program e-registration (e-reg), the system of tax 

registration online, (d) Program e-filing system ie to submit tax returns (SPT) online, (e) 

Program of e-SPT only in so means for taxpayers to be able to submit tax returns via electronic 

media and (f) Geographic Information Systems (GIS) developed into a "smart folders that can 

contain detailed information relating to the number of Tax Object (NOP). 

3) Licensing  

http://www.pajak.go.id/
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Commonly referred to as an electronic license (e-licensing), which has the advantage of (i) the 

ease of access to the data properly, (ii) improve cost and time efficiencies, (iii) a transparent 

process; and (iv) reduce corruption. E-licensing is a permit application process by the parties is 

done through an electronic system in which steps has its own standards so that licensing can be 

done precisely, accurately and transparently. E-licensing has been applied in the field of capital 

markets, investment, and more. 

India  
 

In India, the placement of a rural property records online has greatly increased the speed in 

which the records accessed and updated, while simultaneously eliminating the opportunity for local 

officials to get bribes as previously been rampant (Bertot , Paul  and Justin 2010).  

National Informatics Centre (NIC) is an agency of the government of India was established in 1967, to 

provide e-government / e-governance as a solution to adopt best practices, integrated services and 

global solutions in the public sector. NIC has pioneered a boost eGovernance in the country over the 

last few decades. As a major step in delivering e-governance, NIC has been involved in supporting the 

government in the field of Internet / Intranet infrastructure and empowerment of IT personnel at all 

levels, preparing IT sectoral development plans and developing IT-based services. E-payments for 

various government services, SMS services to send alerts and updates, etendering, e-office, web-based 

counseling for admission into professional courses are some of the activities (Arpit 2012). There are 

several basic e-government project that has been done to deal with corruption in India one of which is 

the Central Vigilance Commission (CVC). CVC is the success of e-government basic with the aim to 

control corruption in the government (Goel, Suman and Raj 2014). CVC has taken the initiative to 

formulate the National Anti-Corruption Strategy, which will function as an integrated and coordinated 

approach to the fight against corruption in India . CVC has been working to utilize IT to improve 

interactions with all stakeholders in the fight against corruption (Arpit 2012). 
 

Government should focus on improving e-governance services based on citizen centric factors 

such as infrastructure, poverty, lack of funding, literacy and language issues for the local sustainable 

development. They should realize what the main expectations of the citizens as a free service 

corruption, trustworthily free service or a nominal fee (Dhillon and Vijay  2015). E-government not 

only reduced corruption but also improved the revenues of the government which could be used for 

socially relevant areas like health, education, eradication of poverty and uplifting the down trodden. 

Although e-government does not guarantee be the end of corruption, but it certainly can complement all 

other efforts to fight against corruption. Viewed the experience that India, e-government has the 

potential to tackle corruption effectively and lead to social harmony (Goel, Suman and Raj 2014). 

 

Ethiopia 
 

Ethiopia is the country where the political situation is unstable and there are problems related 

with governance. The two countries are being initiated in the progress of e-governance. Pathak et al 

(2008) have conducted the study to investigate the potential of e-Governance applications in the 

Ethiopian public sectors to increase efficiency, responsiveness, accountability and transparency. E-

government holds great promise in many developing countries, including Ethiopia, but there are major 

challenges to be faced. In the Pathak et al (2008) study show that many projects Information and 

Communication Technology (ICT) failed because of insufficient planning capacity and political 

instability. In order to overcome these challenges, the successful planning requires matching the right 

technology and a progressive system of government. According to the survey conducted by Pathak et al 

(2008) in Ethiopia show corruption is perceived to have influence in the public sector bureaucracy 

which is the biggest obstacle in improving the relationship between citizens and government. Pathak et 

al (2008) also suggested e-government initiatives can help in reducing out corruption and also can 

make important contributions to improving public services they can best do so by helping improve 

overall relationships between governments and citizens (Phatak et al 2008).  
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Nigeria 
 

Nigeria's inability to consolidate its democracy is a major cause of the high levels of corruption 

in the country. Corruption generally, has eaten so deep into Nigeria that its practice is seen more like a 

societal norm than an exception (Enofe, Sebastine  and Oliver  2015). There is no doubt that the 

introduction of Information and Communications Technology (ICT) has played significant roles in 

reshaping business activities in Nigeria as it helps organizations (public and private) in combating 

corrupt business activities through electronic measures such as e-governance, e-mails, e-payment, e-

examination, e-banking, e-marketing, e-commerce and e-business (Ayuba, Bello and Ibrahim  2014). In 

Nigeria, if corruption can be greatly reduced, then almost all of its problems would be solved. It is the 

major hindrance to the country‟s progress and development. Initiative to combat corruption led to the 

emergence of e-governance. Generally, employment of Internet minimizes the opportunities for public 

officials to monopolize access to relevant information and to extract bribes from their clients (Enofe, 

Sebastine  and Oliver  2015). 
 

To prevent corruption in the public sector, the government of Nigeria to introduce e-

governance measures such as the Integrated Payroll and Personnel Information System (IPPIS) and E-

payment. IPPIS is an E-Governance measure put in place by government to help checkmate the high 

incidence of ghost workers thus helping government to ascertain its real workforce. E-payment on the 

other hand, has drastically reduced avenues for corruption to thrive in the public sector since it tends to 

eliminate physical contact by citizens and public officials. According to the study conducted by Enofe 

et al (2015), the result show that IPPIS have significant effect in reducing the incidence of ghost 

workers in the public sector and E-payment have significant effect in scaling down the level of corrupt 

practices in the public sector. The Enofe et al (2015) study also recommended that e-governance 

measures should be strengthened in the public sector so that corruption can be reduced as much as 

possible (Enofe, Sebastine  and Oliver  2015). Strengthening of the e-governance cannot be separated 

from the support of ICT, but there are some obstacles related to ICT in Nigeria. ICTs such as Internet 

connectivity, GSM system, computer, and online tools for effective information and communication 

service are either grossly inadequate or lacking completely in some areas in Nigeria (Ayuba, Bello and 

Ibrahim  2014). 
 

Bangladesh 
 

Bangladesh is one of the most corrupt country in the world (The Daily Star 2016). Bangladesh 

is ranked 145 on the Corruption Perception Index (CPI) in 2016 (Transparency International 2016). 

Corruption is widespread until all levels of society, the most institutions lack transparency and integrity 

structures in Bangladesh. This is reflected in the country‟s poor performance in most areas especially 

political parties, public administration, the judiciary and the police are perceived as the most corrupt 

institutions of the country. Bangladesh may refer to use e-government as a tool to reduce corruption as 

well as to establish good governance like the other country like Singapore and the Republic of South 

korea in Asia where e-government has successfully helped to fight corruption (Seo and Hasan  2016).  

Seo and Mehedi (2016) have conducted the study to provide an overview of e-government efforts 

against corruption in Bangladesh based on the relationship between e-government and anti-corruption 

efforts in general. According to the study conducted by Seo and Mehedi (2016) show that the empirical 

analysis verifies that corruption decreases when the use of ICT in government increases. It then 

explores what Bangladesh governments have done against corruption through e-government efforts. It 

is evident that there are many limitations to these efforts and challenges in maximizing the benefits of 

e-government and opportunities for reducing corruption in Bangladesh. Seo and Mehedi (2016) 

suggested to Bangladesh government has to do in order to overcome technological weakness, lack of 

infrastructure, limited human capital, and low budget from the government. Seo and Mehedi (2016) 

also suggested in order to the website of Anti-Corruption Commission (ACC) should be an open 

channel to communicate with citizens and business. The ACC should commit to achieving the goal by 

the priority on the protection of people's rights and interests. Institutional improvement system should 

also include here. ICT specialists need to work closely with public officials to ensure that the design of 

the ICT system is coordinated with other reform processes (Seo and Hasan  2016). 
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Kuwait 
 

AL-Hussaini et al (2013) have conducted the study to detect the impact of the adoption of e-

government in reducing administrative corruption. AL-Hussaini et al (2013) study show that the strong 

social ties among Kuwaitis that encourage bias and favoritism for groups and individuals are in the 

patterns of corruption widely spread in the government sector of the State of Kuwait. The use of 

technology limits the intervention of individuals and thus reduces, if not eliminates, many kinds and 

forms of corruption related to individuals such as favoritism, nepotism and bribery. It is possible 

through the use of technology (e-government) and some procedures and deterrent regulations to 

significantly limit corruption in the government sector. AL-Hussaini et al (2013) suggested if it want to 

be successful, these measures should reduce the interference of individuals as much as possible, 

especially in light of developments in technological communications. This matter should be integrated 

by a system that monitors individuals action and has a reliance on electronic systems in the provision of 

services to individuals in order to assist them in making methodological decisions (AL-Hussaini, Naser  

and Shebiab  2013). 
 

AL-Hussaini et al (2013) have made several recommendations may assist in achieving these 

objectives. First, transferring to e-government and reducing the overall paperwork. This will help 

reduce the efforts and time used to accomplish a transaction, and help to track the transactions, find out 

stages of accomplishment, and restrict individual involvement in processing the transaction. Second, 

installing a controlling system that relies on a computer system to follow up the work of individuals, to 

help reduce nepotism and bribery. Once individuals know that a system is following all their activities, 

and any abuse will be discovered at any time and one can refer to the system when needed or 

demanded, individuals will be discouraged from overriding the system. Third, activating 

decentralization in decision-making through relying on electronic systems in decision-making. This will 

help in unifying procedures and thus consolidate decisions, particularly routine and systematic ones. 

This will also help to reduce exceptions and evade regulations and laws, and eliminate fluctuations of 

individuals‟ mood at work. Fourth, dividing work and identifying it accurately in order to ensure easy 

transfer to electronic systems and facilitate in the decision making process (AL-Hussaini, Naser  and 

Shebiab  2013). 
 

Corruption Perception Index (CPI) with E-Government 
 

Here's a table that displays the Corruption Perception Index (CPI), which the author discussed 

in this study released by Transparency International (TI) during the years 2012 to 2016. 
 

Table 2.  Corruption Perception Index (CPI) 2012-2016 

 

No. Country 2012 2013 2014 2015 2016 

1 Canada 84 81 81 83 82 

2 South Korea 56 55 55 56 53 

3 Kuwait 44 43 44 49 41 

4 India 36 36 38 38 40 

5 Indonesia 32 32 34 36 37 

6 Ethiopia 33 33 33 33 34 

7 Nigeria 27 25 27 26 28 

8 Bangladesh 26 27 25 25 26 

Source: Transparency International (TI). 
 

Canada has the highest score compared to seven other countries have a score above 80 during the years 

2012 to 2016. Canada's success in the face of corruption is inseparable from the support of his 

government. The government of Canada is one of the first government to adapt to online service 

delivery model and as the beginning of the most innovative in the development of e-government. The 

service owned by Canada is a network of one-stop service that has been used by the citizens of Canada 
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for access to 77 types of services that are divided into 12 areas of service that is owned by the 

Government of Canada, such as education, employment, health, housing, immigration, finance, law, 

and others. The next country that has good CPI score is South Korea with score above 50 during the 

years 2012 to 2016. As a country that can be said to be ahead from the technology, South Korea 

introduced a system of Online Procedures Enhancement for civil applications (OPEN) and the 

Government e-Procurement System (GePS) that allows people to integrate the activities of agencies and 

services in public procurement. By implementing that system, it can make the procedure more 

transparent and can be undertaken to minimize the incidence of corruption. Kuwait is ranked third with 

a score of 40 during the years 2012 to 2016. The use of technology or e-government in Kuwait and 

some procedures are applied to significantly combat corruption in the public sector. The Government of 

Kuwait involving ICT in an integrated electronic system that can monitor the activities of each 

individual in the provision of public services. India in the fourth ranks with a score of 35 and 

continued to increase until the year 2016 amounted to 40. India has a National Informatics Centre 

(NIC), which facilitates the improvement of government services, greater transparency, promote the 

planning and decentralized management, so that efficiency and better accountability to the people of 

India. Indonesia in the fifth ranks with a CPI score over 30, and continued to increase until the year 

2016 amounted to 37. Indonesia implementing e-government in improving the efficiency, effectiveness, 

transparency, accountability and good governance in various forms such as procurement, taxation, and 

also licensing. In sixth place is Ethiopia with CPI score has always stagnant for years 2012 to 2015 

amounting to 33 and increased in 2016 to 34. Corruption is perceived to have influence in the public 

sector bureaucracy which is the biggest obstacle in improving the relationship between citizens and 

government in Ethiopia. E-government initiatives can help in reducing out corruption and also can 

make important contributions to improving public services they can best do so by helping improve 

overall relationships between governments and citizens. Nigeria in the seventh rank not much different 

from Bangladesh. From 2012 until 2016, Nigeria has a score in the range of 25 to 28. To prevent 

corruption, the government of Nigeria to introduce e-governance measures such as the Integrated 

Payroll and Personnel Information System (IPPIS) and E-payment. IPPIS and E-payment has a 

significant effect in reducing corruption in the public sector. E-Governance measures should be 

strengthened in the public sector so that corruption can be reduced as much as possible. In the rank 

eighth or with a CPI score lowest of the eight other countries to Bangladesh. Score achieved by 

Bangladesh from 2012 to 2016  from the range of 25 to 27, scores were compared with Nigeria's only 

one score. Bangladesh is ranked 145 on the Corruption Perception Index (CPI) in 2016. Bangladesh 

governments have done against corruption through e-government efforts. There are many limitations to 

these efforts and challenges in maximizing the benefits of e-government and opportunities for reducing 

corruption in Bangladesh .Bangladesh government has to do in order to overcome technological 

weakness, lack of infrastructure, limited human capital, and low budget from the government. 

 

CONCLUSIONS 
 

In a governance, corruption remained a failure of an institution as well as the lack of government's 

ability to organize a group of people through a framework that is in the economic, social, political, legal 

and checks and balances. In order to eradicate corruption in various countries then required the 

implementation of the principles of a good governance. E-government refers to information technology 

in a government agency or a public institution with the aim that the governance relationship involving 

the government itself, businesses and communities can create a more efficient, effective, and 

productive. According to Hardjaloka (2014) to maximize the eradication of corruption, good 

governance principles should be applied by the concept of e-government that is integrated with the four 

strategies, namely (1) prevention, (2) enforcement, (3) the empowerment of access to information, and 

(4) capacity building.With e-government will result in increased effectiveness, efficiency, and reducing 

costs, enhancing services, increasing public participation and increasing transparency and reduce 

corruption. It can be concluded that the government needs to involve ICT in an integrated electronic 

system that can monitor the activity of each individual in the provision of public services, including 

payment system or financial, taxation, procurement of goods / services, or licensing. By implementing 

e-government can help improving the relationship between government and citizens so as to improve 
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the effectiveness, efficiency, transparency and good governance so as to minimize the corruption of 

public servants. The use of e-government not be separated from the support of ICT, there are several 

obstacles faced by countries such as limited Internet connectivity, lack of adequate infrastructure, lack 

of development of software that is owned, to the limited knowledge possessed by human resources in 

applying ICT for good governance. 
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ABSTRACT 
This paper aims to explore about the opportunity, challenges, and the implication from the rise of 

financial technology (FinTech) in Indonesia. This paper used descriptive analysis, a series of studies 

relating to the data collection from some literature review relevant to the topic. From this paper, it is 

revealed that there are some of opportunities FinTech in Indonesia such as favorable economic 

environment, the imbalance of financial distribution and eager consumer of technology  that can 

enhance financial inclusion and innovation of the national financial industry. Nevertheless, there are 

still some challenges such as the need a clearer regulation, have more collaboration and lack of talents 

that to be considered for the next FinTech phase ecosystem in Indonesia. The blooming of FinTech in 

Indonesia today, still need a solid cooperation from several stakeholders like government, FinTech 

player to build up a public trust by providing financial products and services easy and innovative. 

 

Keywords: FinTech, Financial Technology,Opportunity of FinTech, Challenges of Fintech, Indonesia 

 

 

INTRODUCTION 
 The rapid development of information technology in recent years has led to innovations in 

various fields, one of which is the financial sector. Technology is engaged in financial or referred to the 

Financial Technology (FinTech) became very popular. This term became a sort of buzzword in the 

media and investors. This is supported by data from Accenture, global investments in the financial 

technology business tripled from originally USD 928 million to USD 2.97 billion between 2008 and 

2013. This figure is expected to increase up to USD 6 to USD 8 billion 2018 (id.techinasia.com, 

2015).According to Bank Indonesia, FinTech is a phenomenon of fusion between technology and 

financial features that transform business models and a weak barrier to entry which lead to raises 

unregulated players to run the service as well as regulated financial institutions. According to a report 

published by Bank Indonesia (2016), when two decades ago in Indonesia, technological innovation in 

the financial sector is still bank driven,  such as core banking system, then the current technological 

innovation occurs in customer driven, and this is where the starting point FinTech proliferation. 

 In the medium term, the President Joko Widodo has set a vision to put Indonesia as the 

country's largest digital economy in Southeast Asia in 2020.The President also reminded the people of 

Indonesia to be able to perform the industrial revolution in the form of digital economy has now grown 

in many countries one of them through FinTech.Indonesia is a very potential market for FinTech.As the 

country with the fourth largest population in the world, the strength of the domestic market certainly 

can not be underestimated. Moreover, the income per capita of community-owned Indonesia shows 

increasing trend which is always positive since 2006. The digital industry will certainly be more 

excited with this condition (Wirabrata, 2016).According to the data of Indonesian Internet Service 

Provider Association (2016), the number of internet users in Indonesia has exceeded over 100 million 

people, 88 million active internet users, with 74 million active social media users, also there are 325 

million mobile connections. Unfortunately, this huge potential has not been supported by low financial 

inclusion on Indonesia's population aged over 15 years who have registered accounts only for 36% 

(World Bank, 2015).In addition, according to a report published by McKinsey & Company (2016), 

based on the Global Financial Index shows that 50% of Indonesia's population use the services of non-

mailto:noormutia24@gmail.com
mailto:andaputraa@gmail.com
https://id.techinasia.com/alasan-mengapa-fintech-akan-mengubah-dunia
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banks to send money and almost 45% of the adult population (age> 15 years) to borrow money from 

relatives, friends or informal lenders. 

 Fintech has the potential to help and contribute to the Indonesian economy from two sides are 

the financial inclusion and innovation. The first side is that it can expand access to segments 

underserved by the financial services industry. In the other side, can yield financial products better than 

that available in the banking currently.However, the great potential of FinTech would not be able to be 

utilized optimally when stakeholders are not aware of opportunities and challenges of FinTech in 

Indonesia.Thus, based on the background above, the research problem are : What are the opportunity 

Fintech in Indonesia ?; What are the challenges Fintech in Indonesia ? and What are the implications of  

opportunities and challenges Fintech in Indonesia?. The objective of this research are to examine the 

opportunities, challenges and implications of FinTech In Indonesia.  

 

LITERATURE REVIEW  
1.  Definition Of Fintech 

 The origin term’s of FinTech can be traced to the early 1990s and referred to the “Financial 

Services Technolohy Consortium”, a project initiated by Citigroup in order to facilitate technological 

cooperation efforts (Arner, Barberis and Buckley, 2015). Financial Technology in short FinTech refers 

to the use of technology to deliver financial solution become more efficient. The term of FinTech can 

refer to bank technology, startup, and legacy provider, also describes the intersection of technology and 

financial services. The Financial Stability Board defines FinTech companies as belonging to one of the 

following categories (Hung and Luo, 2016) : 

a. Using information or network technologies to aid the business development of financial institutions 

to gather, process, analyze, or supply data (e.g., big data, cloud computing, machine learning, etc.) 

b. Using information or network technologies to improve the efficiency or security of financial 

services or operating processes (e.g., mobile payment, automated investment advisor, blockhain 

technology, biometrics, etc.) 

c. Designing or developing other digital or innovative financial services based on information or 

technology. 

 

2.  Types Of Fintech 

 FinTech comprises five major areas according to the financial market activities or innovation 

(Bank Indonesia, 2016). The characteristic of that categories is non-exaustive. In the practice, it might 

be a business model of FinTech more than one category.The types of FinTech are shown in Table 2. 

 
Table 2. Types of Fin Tech 

Deposits, Lending & 

Capital Raising 

Market Provisioning Payments, Clearing & 

Settlement 

Investment 

management 

Crowd-Sourcing Ideas, 

Crowd-Funding, 
E-aggregators Mobile, Web Payment Robo-Advice 

Peer 2 Peer lending Smart Contracts Digital Currencies Electronic Trading 

 Big Data 
Distributed Ledger 

Technologies 
 

RegTech 

Source: Bank Indonesia (2016) 

 
3.  Fintech In Indonesia 

 As the fourth number world’s populous nation and the largest size economy in Southeast Asia, 

Indonesia is expected to contribute significantly to global economy. The potential of the Internet of 

Everything (IoE) is pervasive and has made its way into financial services, among many other sectors. 

The number of internet users in Indonesia has exceeded over 100 million people, 88 million active 

internet users, with 74 million active social media users, also there are 325 million mobile connections 

(APJII, 2016). The rapid development of digital technology is also indicated by the number of financial 

technology industry, which provide a broad range of financial services using information technology 

platforms.  
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 Indonesia’s fntech nowdays are growing to FinTech 3.0, where many independent technology 

companies or startup joining the financial market. In September 2015, Indonesia’s Fintech Association 

was established as a respond of the emerging new players FinTech in Indonesia. The vision of this 

association is to be a realiable partner to realize Indonesia’s FinTech ecosystem, from Indonesia 

companies for Indonesians. According to Indonesia’s Fintech Association, the growth of FinTech 

players for the past two years reach 78% by operational year, at the figure 1. 
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Figure 1. The Growth of Fintech by years in Indonesia 

Source: Indonesia’s Fintech Association (2016) 

 

 Based on Indonesia’s Fintech Association data, 43% of the FinTech players in Indonesia are 

playing in payment sector, from mobile payment to payment gateway company. This is shown at the 

figure 2.  

 
Figure 2.  The Growth of Fintech by sectors in Indonesia 

Source: Indonesia’s Fintech Association (2016) 

 

 Currently, there are about 135-140 FinTech player operating in Indonesia, and the are 55 

FinTech players registered as a full member of the association, with the total value of FinTech’s 

financial transaction in Indonesia would reach US$14.5 billion 2016 (Indonesia’s Fintech Association, 

2016).  In the figure 3, shows some of national player of FinTech in Indonesia based on the activity of 

financial market or innovation. 
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Figure 3. Global and National Players of Fintech in Indonesia 

Source: Bank Indonesia (2016) 

 

4.  Fintech Regulation In Indonesia 

 FinTech offers is still financial services, key consideration such as maintaining financial 

stability, liquidity and adequate protection of depositors and investors would equally apply. Striking the 

right balance between promoting FinTech development and consumer protection will enhance the 

industrial confidence and readiness in using innovative financial services. The government or 

regulatory authorities should keep an open mind when examining whether existing rules should be 

amanded or new rules introduced to foster a conducive environment for FinTech development 

industry.The blooming of FinTech is inseparable from the challenges and risk faced by the parties 

involved of both consumers and actors of FinTech. This phenomenon was captured by regulators in 

Indonesia such as the Financial Services Authority (OJK), Bank Indonesia, and Ministry of 

Communication and Informatics to oversee FinTech industry by issuing regulations or policies or with 

other forms of response. FSA (OJK) classify FinTech companies included of business banking, 

insurance, financing, peer to peer lending, investment, credit channeling, and crowdfunding in the FSA 

authorization. While FinTech which operates in payment area shall be set or under supervise of Bank 

Indonesia. 

 In November 20016, Bank Indonesia also was formed FinTech Office as financial transaction 

institution, and support the development of financial transaction based technology. Bank Indonesia 

FinTech Office was established with four area functions: Catalyst’s Function, Business Inteligence’s 

Function, assessment’s Function and Coordination and Communication’s Function. Financial Services 

Authority (OJK) as an institution that oversees the financial industry in Indonesia has clamp down on 

the development of FinTech, without making binding regulations. Until now, OJK (Financial Services 

Authority) began to prepare regulations to regulate and supervise the development of FinTech in 

Indonesia. This is proven by the release of the Financial Services Authority regulation (POJK) No. 

77/POJK.01/2016 about Peer to Peer Lending (P2P Lending). In general, the FSA (OJK) is still in the 

preparation phase in order to prepare regulation to oversee FinTech industry in Indonesia which 

prepared by a team of digital innovation development of economic and financial of the FSA. Ministry 

of Communication and Informatics focused on issue about data security. 

                                                   

METHODOLOGY 
 The type of this research is literature review, a series of studies relating data collection from 

literature information relevant to the research topic. The data used in this research is secondary data. 

Secondary data sources from journals, articles and some other sources of information related to policy 

and financial technology and inclusive conditions in developed and developing countries. Data 

collection methods used the documentation by searching the literature related to the research topic. The 

object of research is The opportunity and Challenges of Fintech. Sample of this research is The Fintech 

in Indonesia from 2006-2016, because the emergence of Fintech in Indonesia between of that years. 
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This method of this research uses descriptive analysis, discussion about the opportunities, challenges 

and the implication to the blooming FinTech in Indonesia.   

 
DISSCUSSION 
1.  Opportunity Fintech In Indonesia 

 Based discussion on Indonesia fintech festival and conference in 2016 with McKinsey & 

Company and Delloite, there are three characteristics of Indonesia’s market that offer big opportunities 

for FinTech, namely: 

a.  Favorable Economic Environment 

 Favorable economic conditions can encourage growth FinTech in Indonesia, because Indonesia 

currently entered the era of digital economy, so that the value of investments in the field of technology 

is quite high and the trend is still rising. This is supported by data of Bank Indonesia that the 

transaction value FinTech in Indonesia in the year 2016 is estimated to reach USD 14.5 billion or 0.6 

percent of total global transaction value is estimated at USD 2355.9 billion (statista, 2016). According 

to the Governor of Bank Indonesia, Agus Martowardojo, the value of the transaction will continue to 

grow. In response, Bank Indonesia will continue to encourage the development of Fintech, but while 

mitigating the risks which may arise from the rapidly growing innovation by opening Fintech Office 

(ekbis.sindonews.com, 2016). Bank Indonesia Fintech Office was established with four objectives, first 

to fasilitate the development and inovation in financial ecosystem based technology in Indonesia, 

second to optimize the blooming of technology in the development of economic, third to increase the 

competitiveness of financial industry of Indonesia based technology and also as the feedback to 

respond the development of technology as a policy in Bank Indonesia. Moreover, the government also 

has a program in the National Movement of create 1000 Startup Digital with a total valuation bussiness 

USD 10 billion in 2020 (swa.co.id, 2016). The program are supported by the condition of Indonesia as 

a country that has the 4
th
 largest population in the world as much 255.708.785 and the GDP steadily 

risen from 861,934 billion USD in 2015 to  940,953 billion USD in 2016 (IMF, 2016).Thus, it is not 

impossible if the FinTech can take advantage of the opportunities of Indonesian economic conditions 

that are positive to be evolve in Indonesia.Meanwhile, the economic environment of other countries 

when  FinTech arise shown in Table 3. 

 

Table 3. Economic Environment of Other Countries 

PUBLISHER/

AUTHOR 

(YEAR) 

COUNTRY SIGNIFICANT FINDINGS 

EY and DBS 

(2016)  
China 

 At US$10.9 trillion in 2015, China’s GDP already almost 

equates to the aggregate of the next 10 largest markets. 

 July 2015 to June 2016, Chinese FinTech investments in 

the market surged to US$8.8 billion, commanding the 

largest share of global investment. 

Mc Carthy 

Tetrault (2016) 
 

US 

 In 2015, US$7.3 billion invested in the FinTech sector in 

the US. Investment and support in the sector 

predominately comes from the private sector such as 

venture capital, financial institutions and other 

companiesand not from the federal or state governments. 

Mc Carthy 

Tetrault (2016) 
 

UK 

 In 2015, revenues in the FinTech sector reached £6.6 

billion and investment in FinTech companies reached 

£524 million. 

 UK Trade & Investment; Tech City UK; the Department 

for Business, Innovation & Skills; London FinTech 

Innovation Lab and The British Business Bank are 

examples of a few other agencies, departments and 

organizations supporting FinTechs and helping them 

navigate government programs. This robust ecosystem of 

private and public support for the FinTech sector has 

https://ekbis.sindonews.com/read/1155330/178/transaksi-fintech-di-indonesia-capai-usd14-5-miliar-1479139658
http://swa.co.id/youngster-inc/youngsterinc-startup/yansen-kanto-mitra-pemerintah-lahirkan-1-000-startup-digital
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PUBLISHER/

AUTHOR 

(YEAR) 

COUNTRY SIGNIFICANT FINDINGS 

positioned the UK as a FinTech leader. 

EY and UK 

Trade & 

Investment 

(2016) 

 The UK financial services sector representing 

approximately 9.4% of GDP. 

Mc Carthy 

Tetrault (2016) 
 

Germany 

 In 2014, $82 million was invested in FinTech companies. 

So far in 2016, US$423 million has been invested in 

FinTech companies. The German FinTech market has 

grown to over 400 startups at the beginning of the year, 

increasing by 24% since 2015. 

Mc Carthy 

Tetrault (2016) 
 

Canada  

  The FinTech opportunity for Canada is vast. In terms of 

pure economic opportunity, according to research 

conducted by 500 Startups, the global FinTech market is 

largely untapped and estimated to be worth US$13 

trillion, equal to 17% of global GDP. 

Mc Carthy 

Tetrault (2016)  
Singapore 

 The World Bank ranked Singapore as the easiest place in 

the world to do business and the tenth easiest place in the 

world to start a business. 

 In order to support FinTech, drive innovation, support 

diversity and ensure all stakeholders in the space are 

employed, the MAS recently committed $225 million of 

purely public sector funds in investment to build a “Smart 

Financial Centre,” a dedicated centre of finance to 

facilitate collaboration between the parties essential for 

FinTech innovation – FinTechs, financial institutions, 

think tanks, universities, legal professionals and 

government agencies. 

 70% of Singapore FinTech companies’ founders are 

expatriates. 

Mc Carthy 

Tetrault (2016) 
 

India 

 2014 to 2015, grew from US$247 million to US$1.5 

billion. Total FinTech software and services market is 

currently estimated to be worth $8 billion. 

 By 2020, the Indian FinTech software market is expected 

to exceed $2 billion. There are over 750 FinTech 

companies in India, 174 of which were launched in 2015 

alone. 

 The government finances FinTech through its program 

called “10,000 startups” which will fund and support 

10,000 tech startups in India by 2023, and funds an annual 

FinTech conference to support the growth of FinTech. 

The government is also prioritizing financial inclusion 

with the introduction of such programs as the Pradhan 

Mantri Jan Dhan Yojana and Digital India. 

Mc Carthy 

Tetrault (2016) 
 

Australia 

 In 2008, AU$ 139 million was invested in the FinTech 

sector, expected to increase to AU$ 42 billion in next 

year. 

 Over 450,000 Australians are employed in the financial 

services market,186 and an estimated 10,000 work for 

FinTech companies. 

 The government also launched an AUS$8 million 

incubator program of purely public sector funds to 
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PUBLISHER/

AUTHOR 

(YEAR) 

COUNTRY SIGNIFICANT FINDINGS 

support FinTech startups and introduced a new foreign 

entrepreneur visa to encourage entrepreneurs to relocate 

to Australia to develop the FinTech sector. 

 The Commonwealth Government is investing AUS$36 

million for international FinTech collaborations and to 

fund FinTech startups. 

Mc Carthy 

Tetrault (2016)  
Hongkong 

 Hong Kong already has many preconditions for being a 

FinTech centre: it has a well-educated population, 

abundant access to financing, and its university system 

has grown several-fold in the last two decades. The 

combination of well-educated entrepreneurs and 

significant investment from both the public and private 

sectors creates a strong ecosystem in which FinTech 

companies can evolve. 

 In November 2015, the Hong Kong government created 

the new Innovation and Technology Bureau and 

announced a HK$2 billion fund to boost investment in 

innovation and technology. 

Hung and Luo 

(2016)  
Taiwan 

 The TSFB announced eleven big data application projects, 

including government open data in real estate credit 

evaluation, transaction data in the stock market, personal 

credit card transactions, and fraud statistics, and over 900 

other finance-related datasets. 

Source : Secondary data processed (2017) 

 

b. The Imbalance of Financial Distribution 

 FinTech can be a solution for the government to overcomethe imbalance of financial 

distribution, because FinTech is expected to reduce the cost of loan risk assessment and 

speedup the loan distribution (Luhur, 2016).Based on data from the Financial Services 

Authority (OJK)(2016), the financial literacy index reached 29.66%;The penetration of bank 

branches by 100 thousand population is only of the penetration in European countries, wherein 

the share of credit to GDP is still 34,77% (Bank Indonesia, 2016). It reflects a huge market 

potential amounted to 65% that can be targeted by Fintech, without having to erode banks 

market share.This is supported by data from Indonesia Fintech Association (2016),50% people 

send remittances through banks; 44% people borrow money from friends & family members; 

27% people save money in their bank account and 9% people use credit cards for payments. 

 Moreover, approximately 60% of the total financing is concentrated in Java Island;  

99% of the entire business entity in Indonesia is Small Medium Enterprise (SME) that covers 

almost 97% of the total jobs. However,the number of unbankable SMEs is more than 80% 

business units. FinTech is expected to open new financing access for the SMEs scattered over 

17.000 islands. Furthermore, the turn over of e-money only 203 million times per year or the 

lowest in ASEAN.  FinTech is expected to enhance the speed (OJK,2016).Meanwhile, the 

financial distribution of other countries when  FinTech arise shown in Table 4. 
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Table 4.  Financial Distribution from Study Literature 

PUBLISHER/

AUTHOR 

(YEAR) 

COUNTRY SIGNIFICANT FINDINGS 

EY and DBS 

(2016) 

 
China 

 SMEs, which lack of qualified collateral and credit 

repayment track records, receive only 20-25% of bank-

disbursed loans. Yet they account for 60% of GDP, 80% of 

urban employment, and contributing to 50% of fiscal and 

tax revenues in China. SMEs also suffer from asymmetric 

information, with limited transparency in their financial 

positions and credit rating assessments. Even if they do 

secure bank loans, the interest rates are typically double 

that of large corporations, based on inherent (or perceived) 

risk concerns. 

Klapper, 

Lusardi and 

Oudheusden 

(2016)  

 The financial literacy is 28%. 

Mc Carthy 

Tetrault (2016) 

 
USA 

 17% of digitally active people in Hong Kong having used at 

least two FinTech services. 

Klapper, 

Lusardi and 

Oudheusden 

(2016) 

 The financial literacy is 57%. 

EY and UK 

Trade & 

Investment 

(2016) 
 

UK 

 Increasing propensity to switch providers, measured by 

level confidence of bank amounted to 23% in 2013 from 

47% in 2008. 

Klapper, 

Lusardi and 

Oudheusden 

(2016) 

 The financial literacy is 67%. 

EY and UK 

Trade & 

Investment 

(2016) 
 

Germany 

 Increasing propensity to switch providers, measured by 

level confidence of bank amounted to 23% in 2013 from 

42% in 2008. 

Klapper, 

Lusardi and 

Oudheusden 

(2016) 

 The financial literacy is 66%. 

 

 

 

Mc Carthy 

Tetrault (2016) 

 

 
Canada  

 Banks that do not innovate to meet those customer demands 

are expected to lose 10% to 40% of their revenues by 2025 

in wealth management, consumer finance, mortgages, 

lending to SMEs and retail payments, as FinTechs step in 

and force down prices and squeeze margins. Goldman 

Sachs predicts that US$4.7 trillion in revenues from 

financial services is at risk of being displaced by FinTechs. 

Klapper, 

Lusardi and 

Oudheusden 

(2016) 

 

 

 

 The financial literacy is 68%. 
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PUBLISHER/

AUTHOR 

(YEAR) 

COUNTRY SIGNIFICANT FINDINGS 

Mc Carthy 

Tetrault (2016) 
 

 

 
Singapore 

 Singapore’s central bank led the way with the formation of 

a $225 million “Smart Financial Centre” to support 

FinTech 

Klapper, 

Lusardi and 

Oudheusden 

(2016) 

 The financial literacy is 59%. 

Mc Carthy 

Tetrault (2016) 

 
India 

 60% of Indians are unbanked and 90% of small businesses 

have no links to formal financial institutions. 

Klapper, 

Lusardi and 

Oudheusden 

(2016) 

 The financial literacy is 24%. 

Klapper, 

Lusardi and 

Oudheusden 

(2016) 

 

 
Australia 

 The financial literacy is 64%. 

Mc Carthy 

Tetrault (2016) 

 
Hongkong 

 29% of digitally active people in Hong Kong having used at 

least two FinTech services. 

Klapper, 

Lusardi and 

Oudheusden 

(2016) 

 The financial literacy is 43%. 

Hung and Luo 

(2016) 

 
Taiwan 

 All domestic banks must offer twelve online financial 

services by the end of 2015. 

 The banks’ shareholding ratio was relaxed from 5 to 100% 

for FinTech company investments. 

Klapper, 

Lusardi and 

Oudheusden 

(2016) 

 The financial literacy is 37%. 

Source : Secondary data processed (2017) 

 

c. Eager Consumers of Technology 

 Digital technology is integrating rapidly into the life of Indonesian consumers, 

According to a report published by the Association of Indonesian Internet Service Provider 

(2016), In Indonesia, Active Internet Users reach 88,1 million (34% of the population), active 

social media users reach 79 million (31%of the population) and mobile connection reach 326,3 

million (125% of the population). Meanwhile, in 2016, the share of web page views from 

Desktop & Laptop reach 28% (Year-on-year it’s increasing up till 41%, the share of web page 

views from Mobile Phone reach 70% (YoY  increasing up till 41%), the share of web page 

views only reach 3% (YoY decreasing by 31%) and mobile penetration is 63%. This indicates 

that in term of Eager Consumers of Technology numbers, the use of digital technology 

penetration in Indonesia is very large so, FinTech can be easier to be able to evolve in 

Indonesia. It is supported by the McKinsey (2016),  Demographic structure of the Indonesia 

population has increasingly shifted to the next generation Y and Z, this indicates that there are 

opportunities FinTech in financial services, as shown in Table 5.Meanwhile, the eager 

consumer of technology in other countries when  FinTech arise shown in Table 6. 
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Table 5.  Demographic Structure 

CHARAC-

TERISTIC 

MATURIST 

(PRE-1945) 

BABY 

BOOMERS 

(1945-1960) 

GENERATION 

X  

(1961-1980) 

GENERATION 

Y  

(1981-1995) 

GENERATION 

 Z  

(AFTER 1995) 

Percentage 

of Labor 

Force 

15% 43% 37% 5% 

Attitude 

Toward 

Technology 

Most do not 

get involved 
IT Adaptors 

Digital 

immigrants 

Users of Digital 

Systems 

Technoholics is 

entirely 

dependent on IT 

Signature 

Product 
Automobile TV 

Personal 

Computer 

Tablet and 

Smart Phone 

Google glass, 

Nano 

Computing, 3D 

Printing, 

Driverless Cars 

Communica

tion Media 

Formal 

Letter 
Telephone 

Email dan Text 

Messages 

Text Messages 

and Social 

Media 

Hand-held 

Communication 

Devices 

Communica

tion 

Preferences 

Face to face 

Face to face, 

Telephone 

& Email 

Text Messages 

and Email 

Online and 

Mobile (Text 

Messages) 

Facetime 

Preferences 

when 

making 

Financial 

Decisions 

Face to face 

Face to face 

leads to 

online 

Online- Face to 

face if time 

allows 

Face to face 

Solutions will 

digitally crowd-

sourced 

 Source : McKinsey & Company (2016) 

 

Table 6.  Eager Consumer of Technology from Study Literature 

PUBLISHER/ 

AUTHOR 

(YEAR) 

COUNTRY SIGNIFICANT FINDINGS 

EY and DBS 

(2016)  
China 

  In June 2016, China had 710 million internet users, 

bringing its online penetration rate up from 1.8% of the 

population in 2000 to 8.5% in 2005, and 51.7% by 

mid-2016. 

  Mobile online payment users touched 358 million 

individuals by the end of 2015, on an impressive 

annual growth rate of 64.5%, despite rising concerns 

about the security of mobile finance activities. At that 

point, China’s utilisation ratio of mobile online 

payments stood at 57.7%, with more than 1-in-2 

persons using their smartphone to conduct financial 

transactions primarily through Alibaba’s Alipay or 

WeChat’s payment service.  

  In 2016, mobile banking values have continued to rise 

exponentially, with 6.3 billion mobile payment 

transactions conducted in the second quarter of this 

year, spending RMB29.3 trillion (US$4.4 trillion). 

Mc Carthy 

Tetrault (2016) 
 

USA 

  The levels of mobile  and internet penetration 

amounted to 93% and 78%. 
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PUBLISHER/ 

AUTHOR 

(YEAR) 

COUNTRY SIGNIFICANT FINDINGS 

Mc Carthy 

Tetrault (2016) 
 

UK 

  The UK has one of the highest levels of mobile  and 

internet penetration globally amounted to 131% and 

84%. 

 

Mc Carthy 

Tetrault (2016) 
 

Germany 

 The levels of mobile  and internet penetration amounted 

to 132% and 83%. 

Mc Carthy 

Tetrault (2016) 
 

Canada  

 The British Columbia government  exploring the 

development of smartphone technology to enable 

mobile identity authentication for an eventual seamless 

ID and government services program. 

Mc Carthy 

Tetrault (2016)  
Singapore 

 The MAS is also supporting the FinTech sector in more 

specific ways. For example, it recently announced its 

intention to develop, with Singapore banks and 

FinTechs, an all-in-one addressing system that would 

allow customers to transfer money using only the 

recipient’s mobile number or e-mail address without 

their banking information. 

Mc Carthy 

Tetrault (2016) 
 

India 

 India is leading the way in respect of biometrics with the 

introduction and implementation of the UIDAI and 

Aadhaar, which alone will result in the growth of the 

biometrics market in India to US$2.06 billion by 2020. 

Pollari (2016)   
Australia 

 Over 70 per cent of Australian now owning a 

smartphone. We have also seen an explosion in data, 

fuelled by social media platforms. And this revolution is 

set to continue over the medium term, facilitated by the 

adoption of new technology infrastructure in Australia, 

such as the National Broadband Network (NBN) and the 

transition to the New Payments Platform (NPP), which 

will go live in 2017. 

 Furthermore, developments such as the Internet of 

Things (with some experts suggesting there will be 75 

billion devices connected globally by 2020) and the 

maturing of artificial intelligence and robotics in the 

longer-term will have a significant impact on delivery of 

banking and financial services products and services, 

and redefine the customer experience. 

Mc Carthy 

Tetrault (2016)  
Hongkong 

 Hong Kong has at least 10 incubators and accelerators, 

including the FinTech SuperCharger129 created with 

support from Standard Chartered, Baidu, TusPark and 

the Hong Kong Stock Exchange. 

Hung and Luo 

(2016)  
Taiwan 

 Banks, technology companies, and customers are not 

“FinTech ready.” 

Source : Secondary data processed (2017) 

 
 From the explanation of some of the opportunities FinTech above, the FinTech in Indonesia 

has three main opportunities which Favorable Economic Environment, The Imbalance of Financial 

Distribution and Eager Consumers of Technology.Strong support from the government in terms of both 

funding and policy, low financial literacy and the high use of digital technology penetrationconsidered 

to be a big opportunity for FinTech to be able to evolve in Indonesia. Overall, many countries also have 
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the support of investment FinTech from the government, except for the United States in 2015, the level 

of financial literacy of each state varied, financial literacy highest in Canada, lowest is in India, 

Indonesia is in the ninth position after Canada, UK, Germany , Australia, Singapore, USA, Hong Kong 

and Taiwan. Almost all developed countries such as the UK, Germany, USA, Canada, Singapore and 

Australia are included in the highest levels of mobile and internet penetration globally. 

 

2.  Challenges Fintech In Indonesia 

 Based on survey by Deloitte Consulting and Indonesia Fintech Assosiation (2016), there are 

three challenges of FinTech in Indonesia, namely: 

 

 

a. Need a Clearer Regulation 

 The digital revolution is bringing sweeping changes to the banking and financial industry. As 

digital platforms and new business models are growing in popularity, governments should be to respon 

the emergence of fintech. In the other hand, based on survey by Deloitte Consulting and Indonesia 

Fintech Association (2016) said that almost half of FinTech players (49%) feel that current regulatory 

process is slow and 61% of them feel that regulation in Indonesia today is not so clear or in grey area. 

The graphic below, show that area with the highest demand for increased or clearer regulation : 

 

Picture 4.  Area with The Highest Demand for Clearer Regulation 

Source: Deloitte Consulting and IFA Survey (2016) 

 

 

In the Table 7 showed the newest condition about FinTech’s regulation from some countries. 

 

Table 7.  FinTech Regulation From Study Literature 

PUBLISHER/

AUTHOR 

(YEAR) 

COUNTRY SIGNIFICANT FINDING 

EY and DBS 

(2016)  
China 

 

In the given mounting P2P crisis lending in 2015, They 

were introduced a series of rules and regulations to 

oversee P2P lending and online payments, and finalised 

in August 2016. These rules imposed credit limits, and 

prohibited pooling, lending of funds by P2P platforms, 

required a principla guarantee by the platform, and debt 

securitisation to mitigate lender’s credit risk. License 

required to be registered with local financial authority, 

also no minimum capital requirement as P2P players are 

information intermediares and do not assume any credit 

risk. 
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PUBLISHER/

AUTHOR 

(YEAR) 

COUNTRY SIGNIFICANT FINDING 

EY and DBS 

(2016) , Mc 

Carthy Tetrault 

(2016) 

 
US 

FinTech companies face a maze of regulations from a 

variety of US federal and state regulators. There are the 

laws of each of the 50 US states, which separately 

license certain providers of financial services and their 

own consumer protection laws. No specific regulations 

but P2P lenders must navigated multiple regulations. 

Platforms are currently operating by filling full 

registration statements with the SEC and registering the 

securities they offer to investor. More recently, 

regulators are looking at what is being called 

“responsible innovation”. 

Mc Carthy 

Tetrault (2016), 

EY and UK 

Trade & 

Investment 

(2016) 

 
UK 

The Uk regulators has also been dynamic in their 

approach by keeping an open mind and engaging closely 

with innovators. Recently, FCA as a local financial 

authorities launched a regulatory sandbox in which 

FinTech can create and test innovative products, services 

and business models without being immediately 

regulated by financial authorities 

Mc Carthy 

Tetrault (2016)  
Germany 

FinTech face some regulatory obstacles. Copyright and 

data protection laws are quite strong and more than 50% 

of startups report regulation as having a negative impact 

on their growth. The Germany Federal Financial 

Supervisory Authority has recently launched an internal 

project and its first conference focusing on FinTech, 

suggesting that Germany is moving toward a more 

supportive approach to FinTech regulation to support 

expansion of FinTech.  

Mc Carthy 

Tetrault (2016)  
Canada 

Regulation has overlapping, levels of regulation between 

the federal government ang multiple provincial 

governments, and has different regulatory bodies 

responsible for different elements of the financial 

system, including financial regulators, securuties 

regulators, consumer protection regulators and privacy 

regulators. 

Mc Carthy 

Tetrault (2016), 

EY and DBS 

(2016) 

 
 

Singapore 

The Monetary Authority of Singapore (MAS), 

Singapore’s Central Bank, is also involved in supporting 

the FinTech sector’s growth. With respect to regulation, 

the MAS has taken a risk-based approach to regulation in 

order to ensure it does not front-run innovation. There 

are specific regulation for P2P, the platform operators is 

required to hold a Capital Markets Services (CMS) 

licence, base capital requiremen of S$500,000 to offer 

loans to retail lenders and S$50,000 to offer loans to 

accredited and institutional lenders. The MAS is also 

adopting a regulatory sandbox to create a protected 

environment for FinTechs to innovate, and is aiming to 

open banking platforms via application programing 

interfaces to enable faster innovation and integration of 

new IT systems within the traditional financial sector.  

Mc Carthy 

Tetrault (2016)  
India 

The goverment recently announced plans to regulate 

online marketplace lending in India. The government 
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PUBLISHER/

AUTHOR 

(YEAR) 

COUNTRY SIGNIFICANT FINDING 

also released a discussion paper proposing the removal 

of surcharges on digital transactions and tax benefits for 

consumers and businesses using online payments. 

EY and DBS 

(2016)  
Australia 

Australia regulators are indreasingly progressive in their 

approach to the FinTech sector. The recently released 

National Innovation and Science Agenda encourages 

early-stage investment in FinTechs to facilitate access to 

capital and support growth. The Australian Securities 

and Investments Commission and the FCA signed an 

agreement to provide assistance to FinTechs from each 

country seeking to enter the other’s market. The 

Australian Securities and Investments Commission 

recently released a draft consultation paper clarifying the 

existing regulations regarding the provision of digital 

advice, and with the collaboration of the Reserve Bank 

of Australia and the Australian Prudential Regulation 

Authority, is working on a scalable regulatory regime 

that will impose high regulatory standards on payment 

service providers that provide access to large widely 

used payment systems. 

EY and DBS 

(2016), Mc 

Carthy Tetrault 

(2016) 

 
Hongkong 

In February 2016, the Hongkong Financial Secretary 

announced that the Hongkong Monetary Authority, 

Securities and Futures Commissioner, and Office of the 

Commissioner of Insurance would set up a dedicated 

FinTech platform to liaise with the FinTech sector and 

explore the financial services industry. The Securities 

and Futures Ordinance prohibits retail investors under 

current legislation.  

Hung and Luo 

(2016)  
Taiwan 

Restrictions in the current regulations prevented some 

overseas FinTech companies from offering their 

financial services in Taiwan. The deregulation will 

continue, though the banking industry will maintain its 

unique position and high government protection in the 

future. In addition, there are too many limitations or 

regulations for new startups. For exampl, the minimum 

capital for a new startup to apply for a third-party 

payment license is ten million US dollars, TFSB (local 

financial authorities) tended not to set up any regulations 

on P2P lending). Taiwan’s government aims to cultivate 

FinTech collaborators with bank. 

Source : Secondary data processed (2017) 

 

b.  Have more collaboration 

 The main findings Association Fintech of Indonesia’s Survey in 2016 showed that the 

majority of companies FinTech in Indonesia seeks a patterns of comprehensive cooperation 

with many parties. With the total of 44% of the FinTech company said the collaboration is one 

factor that is their priority and 51% stated the collaboration as a very important thing to do. 

This shows that the environment of collaboration can drive good results and bring much of 

benefits. Most companies FinTech surveyed (38%) stressed that increased adoption of best 

practices that could be the greatest benefit of the expansion of cooperation among the players 

FinTech in Indonesia. Meanwhile, 25% of them expressed confidence will be developed their 
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ability to take advantage of market data and user profiles in their services. The highlight of this 

survey is how collaboration between FinTech players and regulators can improve public access 

to finance in Indonesia, in particular by using technology(Indonesia FinTech Association, 

2016). 

 In the table 8 describe about the chance of FinTech to collaborate with some parties 

from some countries:  

 

Table 8. Chance of Fintech to Collaborate with some parties From Study Literature 

PUBLISHER/

AUTHOR 

(YEAR) 

COUNTRY SIGNIFICANT FINDING 

Mc Carthy 

Tetrault (2016)  
China 

The FinTech sector in China has a strong mobile-services 

orientation in payments, online marketplace lending and 

crowdfunding and is driven by strong collaboration 

between FinTechs, investments from banks and insurance 

companies.  

Mc Carthy 

Tetrault (2016)  
US 

There are large space between fintech and other parties in 

America. Fintech can collaborate with bank as a partner to 

serve customers with many form relationship.  

 

EY and UK 

Trade & 

Investment 

(2016) 

 
UK 

The local government has identified and invest in a small 

number of regions to build two-way collaborative 

“bridges” that would deliver a well-invested or well 

network.  

Mc Carthy 

Tetrault (2016) 
 

Germany 

The increased participation of major banks in Germany is 

expected to shift the balance of innovation, which has to 

date focused on the consumer-facing part of finance, to the 

investor-facing part of finance,198 such as B2B lending, 

smart portfolios and equity crowdfunding, and give variety 

of relationship in collaboration.  

Mc Carthy 

Tetrault (2016)  
Canada 

It was highly collaborative and supportive in Canada and 

Stakeholders from other countries that have a more mature 

FinTech ecosystem, also identified access to talent, access 

to funding and government support as crucial ingredients 

for success.  

Mc Carthy 

Tetrault (2016)  
Singapore 

The Government of Singapore fully supports the 

development of a FinTech ecosystem. It has announced 

plans to make Singapore a “smart nation”, which involves 

an ambitious plan to have the private and public sectors 

collaborate on creating a seamlessly hyper-connected 

metropolis. The Monetary Authority of Singapore (MAS), 

Singapore’s Central Bank, is also involved in supporting 

the FinTech sector’s growth.  

Mc Carthy 

Tetrault (2016)  
India 

Bank of India was create a federal working group of 

regulators, lawyers, FinTech and other stakeholders to 

create a FinTech ecosystem. Other prominent Indian 

FinTech partnering with over 1.000 retailers, bank and 

fulfil. This is an example of how FinTech can enable speed 

and covenience in financial services in India. 

Mc Carthy 

Tetrault (2016)  
Australia 

Australia recently released national innovation and science 

agenda encourages early-stage to facilitate access to capital 

and support growth and give the chance to cooperation 

with other parties.   
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PUBLISHER/

AUTHOR 

(YEAR) 

COUNTRY SIGNIFICANT FINDING 

Mc Carthy 

Tetrault (2016)  
Hongkong 

The FinTech ecosystem in Hongkong is very supportive 

within the community. FinTech allows and easy 

collaborate with some other parties. . 

Hung and Luo 

(2016)  
Taiwan 

Taiwan’s government cultivate the number of FinTech 

with collaborate with other parties, particularry with local 

bank, because the regulation about FinTech is under bank 

policy.  

 

Source : Secondary data processed (2017) 

 
c.  Lack of talents 

 As companies grow, their need of talents will change. Younger company have greater need 

for Data and Analytic talents, but companies that have been operational for longer duration have 

greater need in risk management talents.  

 

 
Picture 5. Talents Needed 

Source : Source: Deloitte Consulting and IFA Survey (2016) 

 

 

In the table 9 below, tell about the talent pool of FinTech from some other countries. 

 

Table 9. The FinTech’s Talent Pool from Study Literature 

AUTHORS 

(YEAR) 
COUNTRY SIGNIFICANT FINDING 

EY and HM 

Treasury (2016) 

 
 

China 

China’s FinTech market is supported by a large pool of 

Financial Support talent, complemented by technical and 

entreprenuer talent. There are 500.000 financial expertise 

elites and 10.000 FinTech specific elites in China.  

EY and HM 

Treasury (2016) 

 

 
US 

USA is home to four of the top 14 global tech companies, 

and have world-leading concentrations of professional 

developers also there are 74.000 people work in FinTech 

industry. 
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AUTHORS 

(YEAR) 
COUNTRY SIGNIFICANT FINDING 

EY and HM 

Treasury (2016) 

 

 
UK 

The UK currently has a very good pool of talent, with 

exceptional access to financial expertise, although there are 

concerns about the future tech talent pipeline.  

EY and HM 

Treasury (2016) 

 

 
Germany 

Germany has excellent regional infrastructure (Universities, 

internet junction) and has large pool of academic excellence 

in Financial Support and IT with 13.000 staff FinTech.  

Mc Carthy Tetrault 

(2016)  
Canada 

Leverage their expertise in specific fields such as science, 

computer science, technology and law provide academic and 

research for development FinTech in Canada. Generally , 

Canada need more capital and talent to support FinTech 

development in their country.  

Mc Carthy Tetrault 

(2016)  
Singapore 

Singapore is a place to numerous FinTech incubators and 

accelerators. The city’s local entreprenuer talent pool is not 

as developed when compared toother leading FinTech hub, 

while Singapore has a good tech talent pool. In Fact their 

immigration regime is very successful: 70% of singapore 

FinTech companies founders are expatriates.  

EY and Swissnes  

(2016)  
India 

India offers a large fresh talent pool for FinTech companies 

from engineering backgorund that has an estimated average 

of 850.000 graduates and post-graduate students from various 

fields of engineering in India. Actually, India is still lack of 

professional services ecosystem if we compared to the size of 

FinTech industry in their country.  

Mc Carthy Tetrault 

(2016), EY and HM 

Treasury (2016) 

 

 
Australia 

Australia has low share of entreprenuer and science and 

technology graduates, talent and resources in FinTech 

indutry. There are 10.000 people employed in FinTech. 

EY and HM 

Treasury (2016) 

 

 
Hongkong 

The combination of well-educated enterpreneurs and 

significant investment from both the public and private 

sectors creates a good talent in FinTech area. There are more 

than 8.000 people employed in FinTech in Hongkong.  

Hung and Luo 

(2016) 
 

Taiwan 

Taiwan still need more talent to support their FinTech 

emergence in their country. A shortage of talent also an 

obstacle in financial area in Taiwan.  

  
 From the explanation about the challenges FinTech above, the FinTech in Indonesia facing 

three main challenges are: regulation, opportunities to collaborate, and talent pool as well as the Human 

Resources. Regulation is still not able to reach the entire business process, considered to be an obstacle 

to the protection of both FinTech player and the customer of FinTech. Lack of local talent in supporting 

the development of FinTech also a challenge in the development of FinTech. As well as the limited 

space to collaborate with some various parties such as banking, SMEs and others make FinTech in 

Indonesia is still in small scope.Some of these challenges bring impact to FinTech industry particularly 

in Indonesia, the position of Indonesia’s Fintech only around 0.6% of total global FinTech overall 

transaction. If we look to countries like UK, Singapore and Australia have been categorised as the 

countries that have responsive regulation to support the development of FinTech. In terms to the 

opportunity of FinTech to collaborate with other parties, almost all developed countries like USA, UK, 

Australia, Singapore provides a great opportunity for fintech to collaborate with other parties, except 

FinTech in Taiwan who have limited space, because it must be under the supervision of banks. If 

viewed from the talent pool, some countries have more and great local talent to support the 

development of FinTech like UK, USA, Germany, Canada, and Singapore, while the majority of Asian 

countries still categorized shortage of human resources or talent to support the development of 

FinTech, such as India, China, Taiwan and Hongkong. 
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CONCLUSION, IMPLICATION AND LIMITATION 

1.    Conclusion 

 The Global financial system is undergoing significant transformation with the advancement of 

new and innovative financial technologies. Particularly in Indonesia, Fintech has huge of chance in 

terms of the amount of the opportunities such as favorable economic enviroment, the imbalance of 

financial distribution and eager consumer of technology  that can enhance financial inclusion and 

innovation of the national financial industry. Nevertheless, there are still some challenges such as the 

need a clearer regulation, have more collaboration and lack of talents that  to be considered for the next 

FinTech phase ecosystem in Indonesia.This is important, because FinTech has a more efficient IT costs 

and utilize big data to assess the risks and decision making. 

 

2.  Implication 
 Based on the results of the opportunities and challenges FinTech in Indonesia, preferably 

stakeholders including FinTech player can optimally use this opportunity to start a business in the 

FinTech well with formal financial institutions or non-formal by collaborations as well as establish a 

start up company.In addition, FinTech player must work hard in building public trust by providing 

financial products and services easy and innovative, where the public trust can also be obtained, if there 

is interference of the government in creating the regulation.Regulation that provides a sense of security 

to consumers who use FinTech by adding FinTech into the framework consumer protection regulations 

Indonesia and affirms the rights of consumers in a business relationship with the company FinTech.The 

framework needs to deal with the key issues ranging from privacy and security data of customer, till the 

integrity and reliability of the data presented by FinTech Company to the public. 

 Moreover, the goverment is also expected to establish single window for FinTech, because so 

far FinTech companies operate and relate to the relevant regulator as Bank Indonesia for payment, the 

Financial Services Authority for financial services and Minister of Communications and Information 

Technology for Information Technology.FinTech Player believes that the presence of the main 

regulator that acts as an industry authority concerned will be able to give a clearer lead and allow them 

to grow faster. Thus, in the end FinTech can make people easier access to financial products, simplify 

transactions, improve financial literacy and  realize the vision of mid-term became real  namely 

Indonesia as the country's largest digital economy in Southeast Asia in 2020. 

 

3.  Limitation 
 Limitations of this research is analyzing FinTech in Indonesia only in terms of opportunities 

and challenges, given the limited time, data, information and study  literature about FinTech in 

Indonesia. Therefore, further research is expected to be able to analyze FinTech not only in terms of 

opportunities and challenges such as mitigating the risk level of FinTech. 
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ABSTRACT 

  
E-Government is the one of the information and communication technology developed 

at this time. E-government is the use of digital technologies to transform government 

operations aimed at improving the effectiveness, efficiency, and service delivery. The 

implementation of E-Government considered the new countries that need challenges and 

strategies for success. Critical factors are the factors that determined by management of each 

organization in country, the success or failure of the organization depends on effective 

implementation of critical factors.  There are still many countries that do not succeed in 

implementing E-Government as factors that hinder the failure to Achieve success. This papers 

aims for knowing success and failure E-Government Project. A lot of countries have the desire 

to implement E-government project. But the fate of most projects is the failure. There are many 

factors have an impact on the success or failure of e-government project. In this paper, these 

factors will be listed and classified into success factors and failure factors. In addition, they 

will be discussed. 

 

Keywords: E-Government, Critical Success Factors, Failure Factor 
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ABSTRACT 
Technological developments are increasing especially in the field of information technology is one of 

the triggers of changes in human mindset to obtain information quickly, accurately, and reliably. The 

application of information technology has been used almost by all fields. This will support work 

efficiency, since applications have more value than manually processed systems. According to RI Law. 

14 of 2005, Lecturers are professional educators and scientists with the main task of transforming, 

developing, and disseminating science, technology, and the arts through education, research, and 

community service. Assessment of lecturer performance of Bogor Computer Science Program is done 

only with the assessment of DP3 and BKD sheets; while the assessment is only limited to the 

assessment of the implementation of lecturer work for DP3, and BKD is shown only to lecturers who 

already have a certificate. The assessment in terms of lecturers teaching is done separately when the 

students do KRS Online. So this performance appraisal is still quite complicated. The results of tests 

conducted on 32 lecturers in the test resulted in 20 lecturers with predicate ENOUGH, 6 lecturers with 

a good predicate and 6 lecturers with predicate MEDIUM. 

 

Keywords: Balanced Scorecard, Lecturer Performance, Decision Support System 

 

 

INTRODUCTION 
  Technological developments are increasing, especially in the field of information technology 

is one of the triggers of change in the human mindset to get information quickly, accurately, and 

reliably. 

 The application of information technology has been used almost by all fields. This will support 

the work efficiency, because the application has more value than the manually processed system. 

The application of information technology has been used almost by all fields. This will support the 

work efficiency, because the application has more value than the manually processed system. 

According to RI Law. Law No. 14 of 2005, Lecturers are professional educators and scientists with the 

main task of transforming, developing and disseminating science, technology and art through 

education, the Study Program will be assessed by the State Accreditation Board (SAB) in cooperation 

with the Directorate of Higher Education (DHE). 

 Assessment of lecturer performance of Bogor Computer Science Program is done only by 

appraisal of DP3 and BKD sheets, while the assessment is only limited to the assessment of the 

implementation of lecturer work for DP3, and BKD is shown only to lecturers who already have 

certificates. The assessment in terms of lecturers teaching is done separately when the students do KRS 

Online. So this performance appraisal is still quite complicated. 

. 

 

RESEARCH METHODS 

  There are several stages for the process of determining lecturer performance evaluation based 

on tri dharma college using balanced scorecard including planning phase, system analysis, designing, 

implementation, trial, and user usage stage. 
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 The design stage is based on Decision Support System components in Figure 1. through three 

stages including: data management design, management model, and dialog management. 

 

 
Figure 1. Decision Support System Components 

 

 

Data Management 

Stages of data management begins with the stage of making ERD (Entity Relationship Diagram). 

 

Model Management 

Stages of the management model are designed in accordance with the Balanced Scorecard concept as 

shown in Figure 2. 
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Figure 2. Flowchart Balanced Scorecard 

 

 

Stages for the Balanced Scorecard Method: 

According to Rangkuti there are several stages to compile Balanced Scorecard are: 

1. Formulate the Vision, Mission, Objectives and Strategic of an Organization. This stage becomes 

the main foundation in determining perspective. 

2. Determining perspective. Perspective selected should reflect a strategy. 

3. Formulating Strategic Objectives. Translating strategic perspective into every form of strategic 

objectives for each perspective. 

4. Developing a Strategic Map. To develop a strategic map of lecturer performance assessment as part 

of the strategic inter-causal causal relationships that have been made before. 
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5. Determining Key Performance Indicators (KPI). Key Performance Indicators is an indicator to 

achieve the desired goal. Indicator is an indicator that has been set by Computer Science Program. 

6. Weighting 

To calculate the weights and Scores using the Average Value of Indicators. Can calculate the 

weight and score of Balanced Scorecard without giving weight for each indicator. How to calculate 

the number of indicators and calculate the weight of the indicator based on the average value of 

weight for the perspective that is divided by the number of indicators. 

                       

                      … (1) 

 

 
By calculating the Max Weighted Score, where the Maximum Indicator Score = 4 with the 

equation: 

 

…(2) 

 

To Measure The Number of Scores Indicators are given an assessment of the value of A = 4, B = 3, C = 

2, D = 1 for each indicator is based on four criteria of each indicator, that is by using the value of class 

interval with the following formula: 

 

…(3) 

 

 

The Next Stage is calculating the Weighted Score with equations: 

 

                                                                               … (4) 

 

The next step is to calculate the final value of the component of each perspective that has been made 

according to the following equation: 

 

… (5) 

 

 

The final stage is the stage Calculating the Final Score Total or Total Score with the equation: 

 

… (6) 

 

 

Data to be processed for lecturer performance assessment is data in the period 2015 – 2016which 

among them: 

Table 1. Data to be processed 

No Data Source 

1 Lecturer Presence Data TU FMIPA 

2 Lecturer Research Data Computer Science Program 

3 Lecturer Devotion Data Computer Science Program 

4 Lecturer's Biography 
Accreditation of Computer Science Study 

Program 

5 Student Satisfaction Data Questionnaire 

  

With reference to some of the previous research journals used by Setyobudi et al, there are several 

indicators used and additional indicators of support for accreditation. 
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Table 2. Key Performance Indicators of each Perspective 

Perspective Strategic Objectives IKU/KPI 

Customer Improving Student Satisfaction for 

Lecturer Services 

- Value of Student Satisfaction 

Finance Increase Lecturer's Revenue - Devotion Grants 

- Research Grants 

Internal Business 

Process 

Perspective 

Lecturer Performance - Percentage of Lecturer 

Presence 

- Percentage of Test Exam 

Availability 

- Percentage of Accomplished 

Test Score 

- Membership of Professional 

Organizations 

Learning and 

Growth 

Development of Lecturer 

Competencies 

- Education Lecturer 

- Academic Positions 

- Number of Professional 

Competence Certificates that 

are relevant to the field of 

lecturers 

- Number of Training 

Activities 

- Community service 

 Lecturer Productivity 

Improvement 

- Number of Research 

Proposals 

- Number of Scientific Book 

Adaptations 

(Source: Accreditation Data of Computer Science 2015-2016) 

 

Calculation: 

Lecturer 1 

Table Performance Assessment Customer Perspective 

No 
Strategic 

Objectives 
KPI Target Realization Score Value 

1 
Improving 

Satisfaction 

Value of 

Student 

Satisfaction 

4 4 4 A 

     
4 

 
Table Performance Assessment Financial Perspective 

No 
Strategic 

Objectives 
KPI Target Realization Score Value 

1 

Increase 

Lecturer's 

Revenue 

Devotion 

Grant 

200 

million 
0 1 D 

  

Research 

Grant 

200 

million 
0 1 D 

     
2 

 
Table Performance Assessment Business Process Perspective / Internal 

No 
Strategic 

Objectives 
KPI Target Realization Score Value 

1 
Improving 

Lecturer 

Percentage of 

Lecturer 
100% 100 4 A 
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Table Performance Assessment Customer Perspective 

Performance Presence 

  

Percentage of 

Test Exam 

Availability 

100% 75 3 B 

  

Percentage of 

Accomplishe

d Test Score 

100% 100 4 A 

  

Membership 

of 

Professional 

Organizations 

4 1 2 C 

     
13 

 
Table Research Performance Learning and Growth Perspective 

No 
Strategic 

Objectives 
KPI Target Realization Score Value 

1 

Development 

of Lecturer 

Competencie

s 

Education 

Lecturer 
3 3 4 A 

  

Academic 

Positions 
4 4 4 A 

  

Number of 

certificates 
1 1 4 A 

  

Number of 

Training 

Activities 

2 1 3 B 

  

Community 

service 
2 0 1 D 

 

Lecturer 

Productivity 

Improvement 

Number of 

Research 

Proposals 

2 0 1 D 

  

Number of 

Scientific 

Book 

Adaptations 

1 5 4 A 

     
21 

 
 

 
 

Perspective Weight SIM ST

M 

ST NK NA 

Customer 30 4 120 120 100 68,75 

Finance 30 4 120 30 25   

Business and 

Internal Processes 

20 4 80 65 81,3   

Learningand 

Growth 

20 4 80 60,00 75,00   

      400 270,00     

 

The final score (NA) describes the criteria of the lecturer's performance appraisal condition using the 

standard criteria based on the performance assessment in the Study Program, DP3, as shown in Table 6. 
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Table 6. Final score on lecturer performance assessment 

Assessment Final Score 

Excellent 91-100 

Good 76-91 

Worth 61-76 

Moderate 51-61 

Need Coaching <=50 

 

Flowchart System 

There are two system flowcharts namely the flowchart admin, student flowchart, and flowchart Head of 

Study Program. 

 

 

 

 

 

Figure 3. Student System Flowchart 
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Figure 4. System Admin Flowchart 
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Figure 5. Flowchart System Head of Study Program 

 

Dialog Management 

Stages of dialog management is the design stage of the interface for users who will use the application. 

Interface that will be used by Admin, Student, and Head of Study Program. 

 

 

RESULTS AND DISCUSSION 

 

Dialog Management 

The interface results will be used for the user as shown in Figure 6. 

 

 
 

Figure 6. Pages of Key Performance Indicators Balanced Scorecard 

 

Model Management 

Balanced Scorecard is used to determine the assessment of lecturer's performance in Computer Science 

Program. The initial step is to determine the target value of the target value on each indicator by the 

caps, then the contents of the realization value of each lecturer by the admin on balanced scorecard 

perspective obtained from the college data and student questionnaires from the aspects of teaching. The 

target value and the realization value will be compared so as to produce the scores and scores obtained 

from the interval of each indicator. The results of the scores of each lecturer are then calculated to get a 

weighted score, max weighted score, component value and final value. 
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Figure 7. Lecturer Performance Appraisal Results 

 

Data Management 

Data management on lecturer performance assessment using balanced scorecard is a database used by 

admin, user (student) and head of study program. Among them are admin table, weight, lecturer data, 

final interval, finance, pbi, questionnaire, questionnaire score, customer, appraisal, pp, and respondent. 

 

Discussion 

Balanced Scorecard on the process of determining the lecturer's performance assessment the first thing 

to do is to determine the vision, mission, objectives and organizational strategy which can then be 

followed by determining the strategic objectives in each perspective Balanced Scorecard. Once 

determined it, it can be continued by creating a strategic map that serves to describe the causal 

relationship between the goals as a whole. Once the stage is completed, it can be done to determine the 

main performance indicators that aim to determine whether each lecturer experienced growth or not. 

Furthermore, do weighting for key performance indicators followed by setting targets on each indicator 

that has been prepared. 

 

 Weighting has been done then, fill out the value of realization for each lecturer on the 

indicators that have been available. The predetermined target value compared to the existing realizable 

value and the outcome is the score for each indicator. Next will be calculated to find a value Score 
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Weighted Score Weighted Maximum, Value Components and Final Value for lecturers. After obtained 

the final value of each lecturer then determined the status based on the existing interval on DP3. 

 Based on the application that has been made, the lecturer's performance appraisal process using 

balanced scorecard is to create master data first, there is master questionnaire, master data lecturer, 

master final value interval, perspective weight, and master of IKU. After the master data entered then 

fill the value for each lecturer by clicking the input menu lecturer realization value, then the balanced 

scorecard can process the realization value to be compared against the target value that has been 

determined based on the class interval that existed in the application to determine the score on each 

indicator. The next stage of the system will perform detailed assessment and out the final value on each 

lecturer. 

 Based on Figure 7. The final results of the assessment using the Balanced Scorecard obtained 

values for each lecturer with a predetermined status as in the attachment. Assessment of lecturer's 

performance is done in Computer Science Program with 32 lecturers. The result is a good performance 

of 6 people, enough as many as 20 people, and currently as many as 6 people. 

The current research uses financial and nonfinancial perspectives. Produce 14 key performance 

indicators. 

 

Validation Test Stage 

 The validation test is a test performed on the implementation results. The test is done by 

comparing the results of faculty performance if the weights of each perspective changed. Whether the 

result will be different or the same. 

 For the lecturer's performance appraisal weights each perspective which is 30% for financial 

perspective, 30% for customer perspective, 20% for internal and business process perspective, and 20% 

for learning and growth perspective. The results of the lecturer performance assessment can be seen in 

Figure 7. 

 With trials conducted if a weight perspective changed by the customer 35%, 25% financial, 

internal business processes and 10%, and learning and growth of 30% will release output as shown 

in Table 7. 

 

Table 7. Comparison of Test Validation Weight and Assessment Results 

No 
Name of 

Lecturer 

Originally Assessment 

Results 
Assessment result changed 

Total 

Assessment 
Final score 

Total 

Assessment 
Final score 

1 Lecturer 1 68,75 Worth 71,88 Worth 

2 Lecturer2 77,86 Good 81,79 Good 

3 Lecturer3 76,61 Good 79,91 Good 

4 Lecturer4 76,96 Good 79,20 Good 

5 Lecturer5 73,21 Worth 76,07 Good 

6 Lecturer6 63,04 Worth 63,30 Worth 

7 Lecturer7 58,93 Moderate 63,39 Worth 

8 Lecturer8 69,46 Worth 72,95 Worth 

9 Lecturer9 80,36 Good 83,04 Good 

10 Lecturer 10 75,71 Worth 78,57 Good 

11 Lecturer 11 76,61 Good 79,91 Good 

12 Lecturer 12 66,43 Worth 67,91 Worth 

13 Lecturer 13 60,36 Moderate 67,14 Moderate 

 

 The weight of the customer or the satisfaction of the student is raised then it can be concluded 

that there is an improvement of the lecturer's performance evaluation for each lecturer assessed. So it 

can be said that the existing calculation in the system is valid with the appropriate result of test data 

that has been calculated before using the system. 
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 Based on Table 5, different assessment results are obtained when the perspective weight is 

changed. With a validation test conducted, obtained good results 8 Lecturers, Worth 19 Lecturers, and 

Moderate 5 Lecturers. 

 The target value in the financial perspective in the validation test by changing the initial target 

value of 200 million / year to 50 million / year then the results obtained in accordance with Table 8. 

 

Table 8. Comparison of Test Validation of Target Value and Assessment Results 

No Nama Dosen 

Hasil Penilaian Semula Hasil Penilaian diubah 

Total 

Penilaian 
Nilai Akhir 

Total 

Penilaian 

Nilai 

Akhir 

1 Lecturer 1 68,75 Worth 68,75 Worth 

2 Lecturer 2 77,86 Good 89,11 Good 

3 Lecturer 3 76,61 Good 91,61 Excellent 

4 Lecturer 4 76,96 Good 80,71 Good 

5 Lecturer 5 73,21 Worth 80,71 Good 

6 Lecturer 6 63,04 Worth 63,04 Worth 

7 Lecturer 7 58,93 Moderate 66,43 Worth 

8 Lecturer 8 69,46 Worth 80,71 Good 

9 Lecturer 9 80,36 Good 91,61 Excellent 

10 Lecturer 10 75,71 Worth 79,46 Good 

11 Lecturer 11 76,61 Good 91,61 Excellent 

12 Lecturer 12 66,43 Worth 66,43 Worth 

13 Lecturer 13 60,36 Moderate 60,36 Moderate 

 

 Validation test results obtained using the target value is lowered by 150 million / year with 

worth results 17 lecturer, moderate 4 lecturers, excellent 3 lecturers, and good 8 lecturers. 

 The average results that have been obtained by changing the weight of perspective and change 

the target value on the indicator, obtained the results of changes in the assessment of the performance 

of lecturers. 

 

CONCLUSIONS AND SUGGESTIONS 

 

1.  Conclusion 

 Balanced Scorecard on the determination of lecturer performance assessment must be known 

target value to be determined, realization value, class interval to determine score, key performance 

indicator, determine mission vision and strategic objectives, strategic objectives, strategic map, and 

weighting calculation on balanced scorecard perspective. 

Based on the performance appraisal using the balanced scorecard method, the results are 14 Key 

Performance Indicators, which are divided into 1 Indicator on Student Satisfaction, 2 Indicators on 

Lecturer Income (Finance), 4 Indicators at Lecturer Performance Level (Business Process and Internal) 

And 7 Indicators on the Development of Lecturers Competence and Lecturer Productivity (Learning 

and Growth). 

 Assessment of lecturer's performance using balanced scorecard is getting various results, 

assessment of 32 lecturers are among others get result of Good, worth, and Moderate. With a total good 

result 6 lecturers, Worth 20 lecturers, and moderate 6 lecturers. 

Validation test is done by changing the weight of perspective on the balanced scorecard method, by 

raising the weight of customer by 35%, 25% finance, 10% business and internal process, and 30% 

learning and growth get significant result.The final grade obtained by the lecturer gets the improvement 

of the assessment with the result Good 8 lecturers, worth 19 lecturers, and moderate 5 lecturers 

compared with the weight that has been set. That is, the current student satisfaction is said to be quite 

satisfied with the performance of lecturers in the aspects of teaching. While the validation test is done 

by changing one of the target values on the indicator of financial perspective to 50juta / year in the 

research grant fund and the community, it looks the result of 17 lecturers worth, 4 lecturers’ moderate, 

excellent 3 lecturers, and good 8 lecturers. 
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2.  Suggestions 

 Suggestions that can be used to further develop the results of the research obtained in this study 

is to add indicators of lecturer activity per year on each perspective of balanced scorecard to see the 

improvement of each lecturer's performance in order to remain in accordance with the expectations of 

vision, mission, Study Computer Science and can provide notification to the Head of Computer Science 

course to appeal to lecturers who, if in the future there are lecturers who have the status need coaching. 
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ABSTRACT 
The Government has recognized that our Higher Education are in trouble, as evidenced by the transfer 

of management responsibilities from the Department of Education to college BPPT environment. The 

decline in the levels of Higher Education ranking event both in Asia and worldwide, also indicate there 

were problems in the management of Higher Education. Various efforts by the Government and Higher 

Education Institutions to implement Quality Assurance, both internally by adopting Quality Assurance 

Model  such as ISO Quality and Accreditations. This study is intended to provide an alternative model 

in the improvement of quality in Higher Education through continuous improvement of the learning 

process as a model to assure quality of graduates of Higher Education, at the level of subject areas, in 

accordance with the level of accreditation from the National Accreditation Board for Higher 

Education. Learning Process Maturity Model was developed based on the CMMI-Development aimed 

at software development process. The difference from the nature of the product or outcomes of the 

process of learning processes in Higher Education study programs, performed the alignment of the 

learning process areas of CMMI – Development, intended for mapping into maturity levels of the 

learning process. As well as the purpose of the application of CMMI-Development, the adoption of 

maturity models for learning process will improve the quality of graduates as outputs and outcomes, 

effectiveness and efficiency of the learning process. 

 

Keywords: Model, Maturity Learning Process, Quality-graduates, CMMI-Development, Quality 

Assurance, BAN PT. 

 

 

INTRODUCTION 
 The quality of Human Resources are indispensable for the national development and for the 

prosperous society could be realized. One of the pillars of the development of Human Resources is the 

Higher Education (HE) institution, which must be able to produce qualified graduates needed for 

development, and the knowledge and renewable technologies from innovation and scientific studies. 

Facing the ASEAN Economic Community in 2015 by the freedom of the market, where there is 

freedom of movement of goods, services, investment and resources skilled who will open the 

competition for human resources among ASEAN countries. It is a challenge for HE to prepare 

capabilities and to prepare their graduates to compete with graduates of other ASEAN HE. 

 In fact, Indonesia Higher Education graduate has not meet the good qualification for his/her 

user and still left behind other ASEAN HE (Detik-Finance, 04.06.2015) as Chairman of Kadin 

Indonesia Suryo Bambang Sulistio complained. The quality of Higher Education graduate has 

complained by the user especially about their research quality and quantity as an indicator of HE 

graduate quality, said  Moh Noah, in the National Education and Culture forum, 2013, (Republika 

Online, 02/11/2013). This issue was also supported by Executive Secretary Private Higher Education 

Coordinating III (Kopertis III), in Pelita Harapan University Graduation 22 / November 2014 

"Improving the quality of teaching and the quality of graduates should be the primary concern of 

Higher Education”. 

 In many ASEAN Universit, there is a big gap between the subjects studied at the University 

with job skills required. ("Concern over quality higher education as ASEAN Community Rooms", 

09/30/2013) According to the World Education News & Reviews University in Indonesia in 2013, 

mailto:ekamiranda@binus.ac.id
mailto:jsudirwan@binus.ac.id
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Indonesia HE performance is low and no one Indonesia HE listed  in the top 400 global University or to 

100 in Asia. Only UI, UGM, ITB, Airlangga University listed in the top 500 global universities in the 

QS World Ranking. This situation continues in 2014 and 2015, no one Indonesia HE listed in the top 

400 global universities which evaluated by their performance, namely: ”core missions-teaching, 

research, knowledge transfer and International outlook” with 13 indicators used. 

 Usually, HE institutions, aware the importance of quality assurance by applying internal quality 

assurance system and implementing the International Quality Standards such as ISO, HELTS as a 

quality assurance system. 

 The government effort has encouraged universities to organize internal quality assurance, by 

providing training preparation of internal quality standards and applying Higher Education Quality 

Assurance standard. Furthermore, to achieve HE quality assurance standard, government publish The 

handbook of Quality Assurance for Higher Education. This book then equipped with Best Practices 

which Education, Curriculum Studies, Human Resources, Student Affairs, Infrastructure, Academic 

Atmosphere, Financial Management, Research and Publications, Community Services, and Governance 

(Higher Education directorate, Ministry of Education, 2006: Quality Assurance System of Higher 

Education). 

This study will focus on the field of internal quality assurance in HE institution and provide an 

alternative model of HE quality assurance using CMMI-Development approach.  

 This study is the initial part of the overall development of the HE quality management model. 

This study provides a framework of continuous graduates quality assurance by applying the CMMI 

Development model. The framework of the proposed model will be used as the basis for the strategic 

development of the operational aspects and then can be applied to HE Studies. The proposed 

framework model then will be used as the basis for the operational aspects of strategic development 

which actually can be applied to HE programs. The maturity rate subsequently guides the organization 

evolution from less practice defined into the good optimization . (Duarte, 2011).  

 

LITERATURE REVIEW  
1. Quality Management 

 According to Edward Sallis integrated quality management, describes two different aspects but 

they are related to each other. The first is the philosophy of continuous improvement and the second is 

quality management which used to describe the tools and techniques for quality improvement in action 

(Sallis, 1993) The basic concepts and principles related to the integrated quality management namely: 

the House of Quality. The main components of the House of Quality are the roof, which consists of a 

social system and technical and management system that is supported by four pillars of customer 

satisfaction, continuous improvement, speak with the facts and respect for human beings. The pillars 

stand on the foundation of managerial level strategy namely: a process, a project and task management 

which is supported by the mission, vision, values, and goals. (Ralph, 1994) 

 Philosophy, principles and basic concepts of quality management integrated, according to 

Buddy Ibrahim as a management system that makes planning and decision-making, organizing, leading, 

directing, processing and utilizing the entire capital equipment and materials, technology, information 

systems, energy and human resources to make quality products or services that meet the needs and 

satisfaction of the consumer market constantly for survival in an efficient, effective and responsible 

participation of all human resources. (Buddy, 1997) 

 In addition to the Integrated Quality Management, organizations can implement ISO 9000 in its 

quality management system. Emphasis on the quality system ISO 9000, is a comprehensive guide that 

covers facilities management and processes, programs from the plans, activities, resources and outputs. 

The program is implemented and managed in order to get a guarantee the output will meet the needs 

and expectations of customers while achieving the operational goals of the organization. (Perry, 1993). 

 The implementation of quality management practices can be done with a degree or intensity 

adapted to the conditions and the ability of the institution, through management activities in general, 

namely: quality planning, organizing, leadership practices and horizontal communication and 

organizational control. 
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2.  Field Study Lerning Process 

 Using the analogy of a production process of goods, where the orientation is not the process but 

the product or result or outcome. The learning process with results or outcomes that are abstract, 

namely: Knowledge, skills, work attitude wrapped in the competence and capabilities of a particular 

profession in the field of knowledge acquired during the learning process. A series of processes to 

produce output as above was conducted by educational institutions, particularly in higher education. 

Due to the nature and the way of producing and delivering is different, then for the performance 

analysis purpose, the institutions formed groups specialization in fields of study or discipline 

(www.qmu.ac.uk, access 21/06/2016 ). 

 The working group studies at Queen Margaret University identifies graduate attributes that 

would be expected to be a feature or characteristic of graduates as a learning result, namely: completed, 

(a no-name, www.qmu.ac.uk, 21/6 access / 2015): Knowledge and understanding; skills; attitudes and 

information literacy. 

 The approach of this study is the field of study or specialization in accordance with the faculty 

in the Higher Education, namely: Faculty, School, Department, and even to Specialisation. BAN 

accreditation, conducted by the Field of Study in Higher Education institutions as the External Quality 

Assurance of Higher Education to ensure quality. Value-Chain models of Porter can be used 

strategically, this model classifies activities into  the Main or Primary Activities and Supporting 

Activities. Three stages in Major activities, namely: 

a. Major activities of the learning process begin with getting prospective students who are ready to 

follow the learning. The focus of this activityis on preparing students with basic skills knowledge, 

attitudes and skills required: Registration and selection of candidates; Reception and Orientation. 

b. Learning activities, taken from the teaching-learning process and continue in each semester and 

each subject. This activity focus on the delivery and gain the knowledge, skills, and attitude of 

work: Lecture; Practicum (if any); Work practices (if any); Project (if any); Summative Assessment 

c. Post-Learning, emphasizing the integration of knowledge and skills to guarantee the quality of 

graduates and job placement: Final Project; The comprehensive assessment; Job placement. 

Supporting activity grouped into related activities, such as strategic planning and the annual 

Field of Study-derived from Faculty Strategic Planning / Organization, Management Curriculum, and 

Academic Operations Service which supports the main activities. 

 All the processes or activities in the learning process, conducted by following the rules, 

standards and guidelines that have been developed previously, in the curriculum, instructional and 

implementation of administrative procedures activities, schedules and so on. 

 

3.  CMMI development 

 The popular model was developed by Carnegie Melon University, along with the Software 

Engineering Institute, especially in the field of software namely Capability Maturity Model CMM and 

refurbished into CMMI, which maps an organization's level of maturity capabilities in developing 

software. Maturity condition or implementation of maturity processes can be categorized as Beginning, 

Managed, Defined, Managed Quantitatively, or Optimization. 

 Five levels Capability Maturity Model (CMM) can be described as: 

a. Beginnings: The development process is characterized as an ad hoc, and occasionally even chaotic. 

Some processes are defined, and success mainly depends on individual effort and heroics. 

b. Managed: Basic project management processes are established to track cost, schedule, and 

functionality. Discipline processes that is necessaryin place to repeat earlier successes on projects 

with similar applications. 

c. Defined: Management and development activities is documented, standardized, and integrated into 

the family of a standard process for the organization. 

d. Managed quantitatively: a detailed action process and product quality are collected so that the 

process and the product are understood and controlled. 

e. Optimization: Continuous process improvement is facilitated by feedback from the process and 

from piloting innovative ideas and technologies. 

 

 Process Area is a group of related practices in certain areas, which implemented collectively, 

satisfy a set of important goals to a significant improvement in that area. All CMMI process areas are 
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common to both representations namely, continuous sustained and gradual improvement of 

representation. 

 

 
 

Figure 2.1 Process Area 

 

 CMMI Process Area (PA) can be grouped into the four categories for understanding the 

interactions and relationships with one another regardless of their levels defined, namely: Process 

Management; Project management; Engineering / Engineering and Support or services. 

Informative component on each CMMI Process area is the component that helps user model's 

understanding. Components of each process, described as follows: 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2.2: CMMI component (Source: CMMI Dev 1.3) 

 

 Maturity relationship level's or Maturity level: CMMI - development, with the following areas: 

 Maturity Level 1 - Starters, ad hoc nature processes, chaotic, success depends on the individual 

executive. 

 Maturity Level 2 - Managed, covering processes: CM - Configuration Management; MA - 

Measurement and Analysis; PMC - Project Monitoring and Control; PP - Project Planning; PPQA - 

Process and Product Quality Assurance; • REQM - Requirements Management; SAM - Supplier 

Agreement Management. 

 Maturity Level 3 - Defined, includes the processes: DAR - Decision Analysis and Resolution; 

IPM - Integrated Project Management; OPD - Organizational Process Definition; OPF - Organizational 

Process Focus; OT - Organizational Training; PI - Product Integration; RD - Requirements 

Development; RSKM - Risk Management; TS - Technical Solution; VAL - Validation; VER - Verify. 

 Maturity Level 4 - Managed quantitatively, there are two processes, namely: OPP - 

Organizational Process Performance, and QPM - Quantitative Project Management 

 Maturity Level 5 - Optimizing, there are two processes: CAR - Causal Analysis and Resolution 

and OPM - organizational Performance Management. 

Optimizing 

Quantitatively Managed  

 

Managed 

Initial 

Defined 
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METHODOLOGY   

 The development of maturity model framework conducted through literature theory and other 

sources associated with the learning process, quality management and in-depth about the quality 

assurance model that is often associated with quality assurance sustainable in the field of Software 

Engineering ie CMMI Development.  

 The mapping of learning process framework required for the similarity or analogy learning 

process analysis with the software development process. It is used as the basis of L_MM development 

based on the CMMI process areas.  

 The degree of similarity between the learning process with the software development process is 

used to lower the processes in the CMMI process areas into further learning subsequently mapping 

each process into tiers or levels of capability and maturity process. 

 The most appropriate theory for development the model with the different base model is the 

Structure Mapping Theory of Analogy (Getner, 1983) the stages namely: 

a. The Mapping object, target, and bases in the attributes or sub-process as well as the relationship of 

attributes or sub-process. 

b. Mapping to assess similarity, analogy or difference of processes and their relationships, one by one. 

c. Analysis and development. 

 

1. Mapping Object, from Learning Process Target, Based and Software Development Process 

Object Based. 

 Mapping learning processes with the processes of Software Development that many five 

technical processes directly with software development and management processes to ensure that all 

processes carried out efficiently and effectively. The fifth process is; Information Gathering, 

Requirements Analysis, System Design, Software Construction and Testing. The five  process occurs 

which makes the dependency relationship from one process to another because the result or outcome of 

the process will be used as inputs to the next process. The nature of output is abstract and it is captured 

as a model or artifacts diagram. See Figure 3.2. 

 The object target namely: First mapping the learning process as Figure 3.3. which it is mapped 

into the processes, the process management, and 5 technical processes, namely: Competency 

Requirements, Competency Analysis and Curriculum and Instruction Design as a specialization of 

Curriculum and Instruction Engineering, Learning and Teaching continuously, and Evaluation and 

Graduation for quality control. 

 
Figure 3.1 Learning Process Model 
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Figure 3.2 Generating L-MM base on CMMI 

 

 

2 Analysis and Development of Learning Maturity Model 

 

 From the process, mapping to determine the similarity or analogy to the processes of learning 

as a target obtained from all the technical and management process similar or identical to development 

or software development process, based on nature, purpose, input, and output. In general, it can be seen 

in Table 3.1. Table 3.2 shows the results of the relationship mapping between processes in both objects. 

 

Table3.1 .Mapping Processes Result 

No. Target Base Status Description 

1. Competency Requirement 

Gathering 

Requirement 

Gathering 

Similar Activities characteristic, 

objects, and input properties is 

same 

2. Competency Analysis Requirement Analysis Similar Input and output characteristic 

is same 

 

3. Curriculum & Instruction 

Design 

System Design Similar Curriculum, congruent with 

System Design 

4 Learning  Software 

Construction/ Coding 

Similar Realization of competency 

requirements together with the 

coding is done repeatedly 

5 Evaluation and Graduation System Testing Similar Ascertainment of outcomes in 

accordance with Requirement 

 

6 Learning Management Software 

Development 

Management 

Similar Ensure that the process runs 

effectively and efficiently 

 

Table 3.2 Mapping Relation Result between Processes 

No. Target Base Status Deskripsi 

1. Output:  Competency 

Requirement Gathering  

Output: 

Requirement 

Gathering,  

Similar The form of the 

definition of 

"competency" needed. 

2. Output:  Competency 

Analysis 

Output: 

Requirement 

Analysis 

Similar The concept of 

graduates competency 

vs. Software concept 

3. Output: Curriculum & Output: System Similar Curriculum, congruent 
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No. Target Base Status Deskripsi 

Instruction Design Design with System Design 

4. Output: Learning  Output: Software 

Construction/ 

Coding 

Similar Referring to the 

Learning Outcome, 

similar to the 

functionality of the 

program 

5. Output: Evaluation and 

Graduation 

Output: System 

Testing 

Similar Abstract, equally 

connotes "capabilities" 

6. Relation: Learning 

Management to the process 

Relation: Software 

Development 

Management to the 

process 

Similar Ensure the process runs 

effectively and 

efficiently 

 

 

 

 With the similarity of all processes and the relationships, it can be ascertained learning process 

resembles or the same as the process of software development or software. This means that 

development with 22 CMMI Process Area, and five stages of maturity it can be lowered into the 

Learning Maturity Model or the Maturity Model of Learning. 

 

THE FINDINGS 
 

1.  Mapping of Learning Process Area with CMMI Development Standard 

 To apply CMMI Development, the learning process in the field of study tailored to the 

characteristics of CMMI, such as the area with the general purpose and special purpose and maturity 

level for each process area. The first to do is to match the learning process in the area with the CMMI 

software process. General and specific objectives have not been discussed. Table 4.1 shows the level of 

maturity and processes required for the achievement of the area concerned and maturity of both CMMI 

and from L_MM. 

 

1. Tabel 4.1 Matching Learning Process standards with CMMI process areas 

Level  CMMI Key Process Area L-MM Key Process Area 

5  

Optimizing 

Focus:  

Continuous 

Process Improvement 

 

 

CAR - Causal Analy-sis and 

Resolution 

OPM – Organizational 

Performance Management 

 

Learning Performance 

Management (LPM) 

 

Causal Analysis and Resolution 

(CAR) 

4 

Quantitatively Managed 

Focus : 

Quantitatively Managed 

 

 

OPP – Organizational Process 

Performance 

QPM - Quantitative Project 

Management 

 

Learning Processes Performance 

(LPP) 

Quantitative Learning  

Management (QLM) 

3 

Defined 

Focus : 

Process Standardization 

 

DAR - Decision Analysis and 

Resolution 

 

IPM - Integrated Project 

Management 

OPD - Organizational Process 

Definition 

OPF - Organizational Process 

Focus 

OT - Organizational Training 

PI - Product Integration 

RD - Requirements Development 

RSKM - Risk Management 

TS - Technical Solution 

 

Curriculum Development 

Management (CD) 

 

Technological Solution (TS) 

 

Learning Outcome  

Integration(LOI) 

Verification (Ver) 

Validation (Val) 

Learning Process Focus (LPF) 

Learning  Process Definition 

(LPD) 

Organizational Training (OT) 

Integrated Learning Mgmt  (ILM) 
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Level  CMMI Key Process Area L-MM Key Process Area 

 

VAL – Validation 

 

VER - Verificatio 

Risk Management (RISK) 

Decision Analysis and Resolution 

(DAR) 

Integrated Teaching 

Learning Environment  

(LTLE) 

Integrated Supporting Unit (ISU) 

2.   

Managed 

Focus : 

Basic Learning Management 

 

CM - Configuration Management 

 

MA - Measurement and Analysis 

 

 

PMC - Project Monitoring and 

Control 

 

PP - Project Planning 

 

 

PPQA - Process and Product 

Quality Assurance 

 

 REQM - Requirements 

Management 

 

 

SAM - Supplier Agreement 

Management 

 

Learning Requirement   

Management (LRM) 

Learning Process  Planning and 

Scheduling (LPPS) 

 

Learning Monitoring and Control 

(LMC) 

 

Supplier Agreement Management 

(SAM) 

 

Learning Outcome Measurement 

and Analysis  (MA) 

 

Process and Outcomes Quality 

Assurance 

(POCA) 

 

Learning Outcome Management 

(LOM) 

 

1.Initial 

Process is informal and 

Adhoc 

- - 

 

 Some of the findings during the process of developing a model L-MM, based on analysis of the 

facts obtained: 

a. The concrete definition of competence and capability that the user needs from the graduates, that 

can be easily translated into the processes and techniques of delivery and the resources needed in 

curriculum and instructional management. 

b. Development processes area defined, especially those supporting maturity level 4 and 5, which 

relates to the quantitative process management, innovation and quality in a sustainable 

development. 

c. The changes are quite radical, requiring more effort and resources by the application of L-MM, it 

requires commitment and support of all stakeholders, in order to achieve common goals in the 

development of the nation, through Higher Education. 

 

 

SUMMARY AND FURTHER STUDY 
1.  Conclusion 

a. The similarity or analogy between the Learning Process with the Software Development 

Process, this is shown by the similarity between the sub learning process with the software 

development process, as well as the similarity of the relationship between subprocess 

b. CMMI model for Development can be applied to the learning process or commonly known as 

the process of learning and teaching environment study program at a university or higher 

education. It is based on the similarity or analogy above learning process. The differences in 

the coverage and characteristics for learning a field of study or discipline and efforts to 

improve the quality of the graduate field of study here in after named L_MM (Learning 

Maturity Model). 
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c. The successful implementation of L_MM, and the goal of developing university graduates, as 

advantages of CMMI besides cater for increased efficiency and effectiveness of the 

Organization, also can produce quality results is the quality of graduates. With commitment 

and compliance, the standards and procedures are constantly developed and updated as part of 

continuous improvement. The approach in the process at the Institute oriented results or 

outcome. 

d. Obstacles in the application, the institution is required to develop appropriate standards and 

procedures of interest, for some institution must re-engineer the learning process that is 

underway. 

e. Dramatic changes in manage field of study required the willingness of all stakeholders, as a 

responsibility to the community to produce quality graduates who also are positioned where the 

level of competition is getting tougher at Higher Education institutions. 

 

2.   Further Study 

 This study is still the basic concept stage embodied in a model,  its implementation required an 

exhaustive review of learning processes that are tailored to the nature of CMMI: 

a. Study of the cult practices in quality management and quality culture at universities in 

Indonesia, especially in Java, as a barometer of Higher Education in Indonesia, including the 

attitude of his teachers. 

b. Management of quality based learning, both general and specific general or for fields of study. 

c. Re-engineering the learning process results-oriented, meet user needs  on the graduates. 

d. Reviewing and designing learning processes, the design approach CMMI process areas 

e. Development of Learning Support Information System, for the effectiveness of the process, 

administrative and management support Knowledge development maturity at levels 4 and 5. 
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ABSTRACT 
This study aims to determine the distribution of sales territories based on invoice data police vehicle 

sales four-wheel from January to may 2017. The purpose of the data processing business by selling the 

police invoice is to increase sales next month so it can be used as a basis for decision making 

determine the proper promotion region. The method used through several stages of data selection, 

preprocessing stage, data transformation, data mining uses an algorithm K-Means Clustering and the 

last stage is the stage of the interpretation/evaluation of results. Results showed three clusters where 

cluster the first consists of 4002 customers spread into 9 regions, cluster the second consists of 172 

customers spread over 11 regions and cluster the third consists of 51 consumers were dispersed into 7 

regions.. 

 

Keywords: Data mining, K-Means Clustering, Region, Promotion 

 

INTRODUCTION 
 Advances in information technology are growing rapidly in all areas of life. Lots of data 

generated by advanced information technologies, ranging from the fields of industry, economy, science, 

and technology as well as many other areas of life. The application of information technology in the 

economic field can also produce abundant data about data distribution marketing area, market 

segmentation, product selection decisions are the most superior and others.  

 From the data collected can generate hidden information and know the information, it is 

necessary to data processing. The data have been obtained was then processed to determine the pattern 

of these data so that we can take the hidden information from these data. Data processing methods like 

these are often referred to as data mining. 

PT. Mobindo Palembang Branch is an automotive company engaged in sales promotion vehicle 

four-wheel. The area spread to different areas, so it takes a specific strategy by the marketing in 

marketing to find new customers in order to campaign carried out more effectively and efficiently. In 

this study will be carried out data processing based on the invoice police from January to May 2017 

using the K-Means clustering. By using this method, the data that have been obtained can be classified 

into several clusters based on the similarity of these data, so that data which have the same 

characteristics are grouped in one cluster and which have different characteristics grouped into clusters 

that others who have the same characteristics. With the groupings of data, it is expected to determine 

the distribution of the marketing and sales area increased sales in the following months so that it can be 

used as a basis for a decision to determine the appropriate promotion of the region. 

 

LITERATURE REVIEW  
1.  Marketing 

 Should encourage other departments in the company to be customer-oriented and market-

oriented, marketing or customer must convince people in the company and acquired greater to create 

and submit a superior customer value (Philip Kotler, 1997). Marketing is not just a department but the 

marketing is a process full of insight and regularly to think about and plan market. 

mailto:winda_widya@staff.gunadarma
mailto:astuti@staff.gunadarma
mailto:ayu_ws@staff.gunadarma
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 Johan Oscar Ong, 2013 , using k-means clustering algorithm, namely by classifying the data of 

students into several clusters based on the characteristics of this data in order to discover the 

information hidden from the data set of student who have graduated from President University. 

 Hasitha Indika Arumawadu, R. M. Kapila Tharanga Rathnayaka, S. K. Illangarathne, 2015,  

using  K-means clustering method to evaluate  the cluster customers’ profitability in telecommunication 

industry in Sri Lanka. Furthermore, RFM model mainly used as an input variable for K-means 

clustering and distortion curve used to identify optimal number of initial clusters. Based on the results , 

telecommunication customers’ profitability in Sri Lanka mainly categorized into three levels 

 

2.  Data Mining 

 Data mining is a method of processing data to find hidden patterns from data. The results of 

data processing by methods data mining can be used to make decisions in the future. Data mining is 

also known as pattern recognition (Santosa, 2007). Data mining is a large-scale data processing method 

therefore, data mining has an important role in the field of industry, finance, weather, science, and 

technology. In general, the study discusses the data mining methods such as clustering, classification, 

regression, variable selection, and market basket analysis (Santosa, 2007). 

 According to (Larose, 2006), data mining is divided into several groups based on the tasks that 

can be done, namely: 

a.  Description  

 Sometimes researchers and analysis simply wanted to try to find a way to describe patterns and 

trends contained in the data.  

b.  Estimates  

 Estimates similar to the classification, unless the target variable estimation direction from the 

direction of the numeric category. 

c.  Prediction  

 Prediction is similar to the classification and estimation, except that the predictive value of the 

results will be there in the future.  

d.  Classification  

 In the classification, there are targets categorical variables.  

e.  Clustering  

 Clustering is a method to locate and classify data that have similar characteristics (similarity) 

between the data with the other data. Clustering is one method of data mining that is without 

direction (unsupervised).  

f.  Association 

 Associations in the task data mining are to find attributes that appear in a given time. In the 

business world, commonly called shopping cart analysis. 

 

 

3. The method of Data Mining  

 According to the Larose (2006) data mining to own six phases of CRISP-DM (Cross Industry 

Standard Process for Data Mining).  

a. Business Understanding Phase  

b. Data Understanding Phase 

c. Data Preparation Phase 

d. Modeling Phase 

e. Evaluation Phase 

f. Deployment Phase 
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          Figure 1. Process Data Mining 

Source : Larose (2006) 

4.  Clustering 

 Basically, clustering is a method to locate and group data that have similar characteristics 

(similarity) between the data with the other data. Clustering is one method of data mining that is 

without direction (unsupervised), meaning that this method is applied in the absence of exercise 

(training) and without a teacher and does not require an output target. In the data mining, there are two 

types of clustering methods used in the grouping of data that is clustering non-hierarchical and 

hierarchical clustering (Santosa, 2007). 

 

5.   K-means clustering 

 The traditional K-means clustering is most used technique but it depends on selecting initial 

centroids and assigning of data points to nearest clusters. There are more advantages than 

disadvantages of the k-means clustering but it still need some improvem ents. The techniques that 

improves the techniques for determining initial centroids and assigning data points to its nearest 

clusters with more accuracy with time complexity of O(n) which is faster than the traditional k-means 

(Unnati R. Raval and Chaita Jani, 2016) 

 K-means clustering algorithm in fact one of its kinds systematic modus operandi for perceiving 

the performance metrics for the benefit of the policy makers, scientific community and the society at 

large. R. S. Kamath and R. K. Kamat, 2016, has analyzed the number of research publications, patent 

applications and trademarks registered with reference to percentage of GDP spending on R&D. 

Unsupervised learning algorithm used for designing three clusters of countries based on these dataset. 

 K-means clustering is a method of non-hierarchical clustering of data that categorize the data in 

the form of one or more clusters/groups. Data that have the same characteristics are grouped into one 

cluster/group and data that have different characteristics grouped by cluster/group to another so the 

data are in one cluster/group has a small degree of variation (Agusta,2007).  

 

6.  RapidMiner 

RapidMiner is an environment machine learning data mining, text mining and predictive analytics 

(Han, J, and Kamber, M). 
 

 

RESEARCH METHODOLOGY 
 The method used in this research is K-Means Clustering. Method K-Means Clustering is used 

because objects that have entered into a particular cluster can still move into another cluster. Clustering 

is done in order to find or find useful or useful patterns in a database, then summarize it and make it 

easier to understand (Gunawan, 2014). 

 According to Santosa (2007), the steps do clustering with method K-Means is as follows: 

a. Select the number of clusters K. 

b. Initialize k centers cluster can be done in various ways. But most often done by random manner. 

Cluster centers rated beginning with random numbers. 

c. Allocate all data/objects to the nearest cluster. The proximity of the two objects is determined by 

the distance of the object. Similarly, the proximity of of data to cluster particular the specified 
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distance between the data with the center. Cluster in this stage should be calculated within each 

data into each center. Cluster the greatest distance between the data with a cluster particular will 

determine the data included in the cluster where. To calculate the distance of all data to any point 

in the center of the cluster can use the theory of the Euclidean distance which is formulated as 

follows: 

        (1) 

where: 

D (i, j) = Distance data into i to the cluster center j 

X ki= Data to i on attribute data into k 

x kj= the center point to j on attribute to k 

 

d. Recalculate center of the cluster with membership. cluster the current Center of the cluster is the 

average of all the data/objects in a cluster. If particular desired, you can also use the median of the 

cluster. So the average (mean) is not the only measure that can be used. 

e. Assign each object again wear center. cluster the new If the cluster centers do not change again the 

process clustering is completed. Or, go back to step 3 until the center's cluster do not change 

anymore. 

Figure 2 is a flowchart algorithm K-Means Clustering. 

 

 
Figure 2. Flowchart Algorithm K-Means Clustering 

Source : Gunawan (2014) 

 

RESULTS AND DISCUSSION 
 The stages used in this research is data selection, preprocessing stages, data transformation, 

data mining uses an algorithm K-Means Clustering and the last stages is the stage of the 

interpretation/evaluation of results. 

 

1.  Data selection 

 Internal data is the data collected by an organization to describe the state or activities of the 

organization concerned and are useful for the purposes of daily activities and internal controls. For 

example, sales data, production data of a company, financial data, employee data, and so forth 

(Supranto,2007). 

 Consumer data sets obtained from the sale of police invoice data in the form of excel document 

number 4225 record. The main data sources used are consumer dataset on PT. Mobindo Palembang 

Branch from January to May 2017.  

 

 The data set consists of attributes invoice number, customer code, customer name, address, 

district, city, color, type of vehicle, type of payment, name leasing, sales code, name sales, chassis 
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code, engine code, invoice status and phone number. Attributes used in this study is the city, type of 

vehicle and the type of payment. Figure 3 is the process is the retrieval data using tools RapidMiner.  

 

 
Figure 3. Retrieval of Data Process 

 

2.   Preprocessing 

 Steps to remove duplicate data or blank data that does not match the research criteria. This 

stage is used to ensure that the selected consumer data is appropriate and can be done for further 

processing. From the data that has been imported further done the process of cleaning data or data 

cleaning and normalization of data to do the correlation matrix. Stages of processing are important to 

avoid duplicate data in processing or error typing data or existing data not in accordance with the 

criteria to be in mining. Figure 4 is the data processing stage, to obtain data with appropriate mining 

criteria. 

 

 
Figure 4. Design Preprocessing Process 

 

 After the process of cleaning the data, then do the process of the correlation matrix. Figure 5 is 

the result of the matrix correlation obtained. The correlation formed between the urban field and the 

gender field is 0.028, whereas between the city filed and the field type of payment is -0.818. And the 

collation of the matrix is further expressed by the relationship between the fields as Figure 5. 

 

 
Figure 5. Results Correlation Matrix 
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Figure 6. Correlation Between Attributes 

 

Figure 7 is the result of normalizing the data. 

 

 
Figure 7. Results of Normalization Of Data 

 

 
Figure 8. Results of Normalization of Data (Statistics) 

 

3.  Transformation of Data 

 The process of data transformation is the stage to select the data in accordance with the criteria. 

In this study nominal data used such as city, type of vehicle and type of payment must be done 

initialization of the data first into the numerical form. From 4225 the nominal data used is initialized 

according to the largest frequency, as shown in Table 1 - Table 3. 

a.  Initialization city 

From 4225 nominal data initialization city conducted in accordance with the greatest frequency. 
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Table 1. Initialization City 

City Frequency Initials 

PALEMBANG 2865 1 

BANYUASIN 455 2 

MUSI BANYUASIN 374 3 

OGAN ILIR 141 4 

OGAN KOMERING ILIR 120 5 

MUARA ENIM 88 6 

OGAN KOMERING ULU 75 7 

LAHAT 26 8 

PRABUMULIH 25 9 

JAMBI 13 10 

LUBUK LINGGAU 12 11 

PANGKALPINANG 11 12 

EMPAT LAWANG 6 13 

MUSI RAWAS 6 14 

PAGARALAM 5 15 

KABUPATEN PENUKAL ABAB 

LEMATANG ILIR 2 16 

BANGKA 1 17 

 

b. Initialization types of vehicles 

 

Table 2. Initialization Types 

Type of Vehicle Frequency Initials 

GRAN MAX 1459 1 

AYLA 1343 2 

XENIA 917 3 

TERIOS 334 4 

SIRION 82 5 

LUXIO  82 6 

HI MAX  8 7 

 

 

c. Initialization payment types 

 

Table 3. Initialization Payment 

Type of Payment Frequency Initials 

CR4 1377 1 

CR3 932 2 

CR5 868 3 

CASH 826 4 

CR2 126 5 

CR6 60 6 

CR1 36 7 
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Table 4 is the datasest generated from the initialization process. 

 

Table 4. Datasets Generated 

City Type of Vehicle Type of Payment 

4 2 1 

1 2 3 

1 2 1 

1 2 2 

1 2 3 

2 2 3 

1 2 3 

4 2 3 

6 2 1 

5 2 3 

4 2 3 

3 2 3 

1 2 3 

1 2 3 

1 2 3 

1 2 2 

1 2 3 

1 2 1 

 

4.   Data Mining 

 This stage is the process of choosing an algorithm or method that will be used to perform data 

mining. In this study used the K-Means algorithm while to display the results of data analysis used 

performance on the design. The matrix correlation that occurs is associated with using clustering, to be 

processed using K-Means algorithm. The K parameter used is 3 with the cluster division in the dataset 

of 3. Tabel 5 is the results cluster K-Means in the rapidminer implementation. 

 

Table 5. Results Cluster K-Means 

Cluster Model 

cluster_

0 4002 

cluster_

1 172 

cluster_

2 51 

Total 

number 

of items 4225 

 

Tabel 6 is are some examples of cluster results. 

 

Table 6. Sample Results Cluster K-Means 

City 
Type of 

Vehicle 

Type of 

Payment 
Cluster 

4 2 1 cluster_0 

1 2 3 cluster_0 

1 2 1 cluster_0 

1 2 2 cluster_0 
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City 
Type of 

Vehicle 

Type of 

Payment 
Cluster 

1 2 3 cluster_0 

5 2 3 cluster_0 

1 5 1 cluster_1 

1 5 6 cluster_1 

7 5 4 cluster_1 

1 2 1 cluster_0 

11 2 3 cluster_2 

2 2 2 cluster_0 

1 2 1 cluster_0 

1 2 3 cluster_0 

11 2 4 cluster_2 

1 2 3 cluster_0 

2 2 1 cluster_0 

1 2 3 cluster_0 

4 2 3 cluster_0 

1 2 4 cluster_0 

 

Figure 9 is the design of data mining process using K-Means algorithm. 

 

 
Figure 9. Design of Data Mining Process 

 

Figure 10 is the results that are run clustering K-Means algorithm. 

 
 

Figure 10. Result Clustering 
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Figure 11. Result Clustering (Statistic) 

 

 
Figure 12. Result Clustering (Missing Values) 

 

Figure 13 is the result vector performance. 

 
Figure 13. Result Vector Performance 

 

Interpretation / result 

Interpretation stage is the final step to get the result. This stage performs translations of patterns that 

have been generated by the previous process of data mining stages. Table 7 through Table 9 is a table 

on the results of data clusters based on the proximity of the distance between the center point with the 

consumer data on each field used. 

 

Tabel 7 is the results of cluster analysis 1 consisting of 4002 consumers. 

 

Tabel 7. Results Analysis of Cluster 1 

City: 

a. Palembang = 1557 

b. Musi Banyuasin = 1104 

c. Banyuasin = 890 

d. Ogan Ilir = 133 

e. Ogan Komering Ilir = 116 

Type of Vehicle: 

a. Gran Max = 1440 

b. Ayla = 1337 

c. Xenia = 897 

d. Terios = 328 

 

Type of Payment: 

a. Kredit 4 tahun = 1309 

b. Kredit 3 tahun = 893 

c. Kredit 5 tahun = 836 

d. Cash =764 

e. Kredit 2 tahun = 113 
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f. Muara Enim = 85 

g. Ogan Komering Ulu = 67 

h. Lahat = 25 

i. Prabumulih = 25 

f. Kredit 6 tahun = 54 

g. Kredit 1 tahun = 33 

 

Tabel 8 is the results of cluster analysis 2 consisting of 172 consumers. 

 

Tabel 8. Results Analysis of Cluster 2 

City: 

a. Palembang = 127 

b. Banyuasin = 10 

c. Ogan Ilir = 8 

d. Ogan Komering Ulu = 8 

e. Musi Banyuasin = 6 

f. Ogan Komering Ilir = 4 

g. Muara Enim = 3 

h. Empat Lawang = 2 

i. Kab. Penukal Abab 

Lematang Ilir = 2 

j. Lahat = 1 

k. Lubuk Linggau = 1 

Type of Vehicle: 

a. Sirion = 82 

b. Luxio = 82 

c. Hi Max = 8  

 

Type of Payment: 

a. Kredit 4 tahun = 57 

b. Cash = 36 

c. Kredit 3 tahun = 33 

d. Kredit 5 tahun = 25 

e. Kredit 2 tahun = 12 

f. Kredit 6 tahun = 6 

g. Kredit 1 tahun = 3 

 

Tabel 9 is the results of cluster analysis 3 consisting of 51 consumers. 

 

Tabel 9. Results Analysis of Cluster 3 

City: 

a. Jambi = 13 

b. Lubuk Linggau = 11 

c. Pangkalpinang = 11 

d. Musi Rawas = 6 

e. Pagaralam = 5 

f. Empat Lawang = 4 

g. Bangka = 1 

Type of Vehicle: 

a. Xenia = 20 

b. Gran Max = 19 

c. Ayla = 6 

d. Terios = 6 

 

Type of Payment: 

a. Cash = 26 

b. Kredit 4 tahun = 11 

c. Kredit 5 tahun = 7 

d. Kredit 3 tahun = 6 

e. Kredit 2 tahun = 1 

 

 

Summary and Conclusions 

a. After grouping sales data by spreading the area by city, type of vehicle and the type of payment 

using the algorithm K-Means clustering are formed three clusters, that is cluster the first consists of 

4002 customers spread into 9 regions, cluster the second consists of 172 customers spread over 11 

regions and cluster the third consists of 51 consumers were dispersed into 7 regions.  

b. Promotion strategies for new customers are right on target for each region based on clusters formed 

is by sending a marketing team to perform the alignment using the promotion mix of the types of 

vehicles most in demand and payment types in each cluster. Grouping against sales data should be 

done routinely every year to avoid a decline in sales in the next year.  
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ABSTRACK 
Utilization of consumer purchase data to increase the competitiveness of a company is a necessity. In 

determining consumer purchasing pattern at UD Barokah used RapidMiner Studio tool which apply 

Frequent Pattern Growth Algorithm (FP Growth). From the various experiments that have been done, 

the number of rules with minimum support 40% and minimum confidence 85% as many as 7 rule. 

Business strategies that can be applied next based on the pattern of consumer purchases are: increase 

inventory items, arrange a good layout with approaches on items that have high confidence value 

 

Keyword:  Association rules, Data Mining and FP Growth Algorithm 

JEL Code:  M31 

 

INTRODUCTION 
 Utilization of Information Systems on every line of life is common, as has been done by UD 

Barokah located in the city of Bogor. By utilizing a computerized information system, it is expected to 

facilitate UD Barokah in collecting data and storing various sales data. 

 The data that has been collected and stored now is only used for the purpose of sales report 

and profit and loss statement. Though the data can be utilized to the maximum by doing further data 

processing so that obtained a new information in terms of decision making on the next business 

strategy. 

 Association Rule Mining is a data mining technique for finding associative rules between 

combinations of items. The association rule function is often called market basket analysis, which is 

used to find relationships or correlations between sets of items. Market Basket Analysis is an analysis 

of customer buying habits by finding associations and correlations between different items that 

customers place in their shopping carts. This function is most widely used to analyze data in terms of 

marketing strategy, catalog design, and business decision making process. 

Association rules capture items or events in large transactional data. With advance 

technology, sales data can be stored in large numbers called data buckets. Association rules defined in 

data buckets, used for promotional purposes, catalog design, customer segmentation and marketing 

targets. Traditionally, association rules are used to find business trends by analyzing customer 

transactions. 

  

LITERATURE REVIEW  
 The FT-Growth algorithm is an alternative algorithm that can be used to determine the most 

common set of data in a dataset (Samuel, 2008) and the enhanced of apriori algorithm, so it is better 

than the previous one (Erwin, 2009). 

 Some researches on finding patterns that have been done, are: 

a.   Raorane A.A, Kulkarni R.V. and Jitkar B.D, Association Rule Extracting Knowledge Using Market 

Basket Analysis. The objective of this paper is to analyze the huge amount of data thereby 

exploiting the consumer behavior and make the correct decision leading to competitive edge over 

rivals. Experimental analysis has been done employing association rules using Market Basket 

Analysis to prove its worth over the conventional methodologies. 

mailto:dewi_anggraini@staff.gunadarma.ac.id
mailto:mariani@staff.gunadarma.ac.id
mailto:winda_widya@staff.gunadarma.ac.id
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b.   R-H Lin, Potential use of FP-growth algorithm for identifying competitive suppliers in SCM . 

This paper aims at contributing an effective method that combines an FP-growth algorithm with 

set theory to identify the primary and secondary suppliers. An example of the proposed method 

to find key suppliers is presented, and the results show the proposed method to be effective.  

c.   Li-Juan Huang, FP-Growth Apriori Algorithm's Application in the Design for Individualized 

Virtual Shop on the Internet. This paper firstly points out there are two deficiencies of traditional 

apriori algorithm; Secondly it introduces an improved apriori algorithm so called FP-growth 

apriori algorithm that will help resolve two neck-bottle problems of traditional apriori algorithm 

and has more efficiency than original one. Lastly, based on huge consumers' data from a famous 

business website of book, this paper applies FP-growth apriori algorithm to design individualized 

virtual shop on the Internet. The individualized virtual shop can not only help to realize one-to-

one marketing strategy, increase purchasing interest and loyalty of the consumer to virtual shop, 

but also make virtual shop gains more profit and more competitiveness. Designing an 

individualized virtual shop on the Internet is an interesting and tough international topic and 

applying FP-growth apriori algorithm to design individualized virtual shop on the Internet is 

novel ideal and method. As a result, the research result in this paper is just for reference. 

 

Based on the concept that has been described earlier, the purpose of this research is to analyze 

consumer behavior on UD Barokah by utilizing existing transaction data using Frequent Pattern Growth 

(FP Growth) algorithm assisted by RapidMiner Studio Tools. 

                                                     

THE METHODOLOGY AND MODEL  
Object of research 

 The object of this research is transactional sales data at UD barokah on May 2017. The 

research method used is KDD (Knowledge Discovery in Database) process with FP Growth algorithm 

applied on RapidMIner Studio tools. 

 The Knowledge Discovery in Database process includes several stages, starting from the data 

collection stage, followed by data selection, data transformation, data mining and data evaluation. 

  
 

Picture 1. KDD process’s steps 

[Kusrini, 2009] 

 

THE FINDINGS 
 Stages of research using KDD process are: 

a. Data collection 

 The main source data is transactional data of May 2017 at UD.Barokah Bogor. The data collection 

is done by taking the analytical dataset. There are 24 attributes, 23 attributes are items of goods and 

1 attribute is the transaction ID. The dataset used consists of 625 records. The example of the 

dataset can be seen in the table below. 
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Table 1. Sample Dataset 

Customer Id Cooking Oil Rice Flour Egg Peanut 
…….

. 

Cus 01 TRUE FALSE FALSE TRUE FALSE 

…….

. 

Cus 312 FALSE FALSE FALSE FALSE TRUE 

…….

. 

Cus 623 TRUE TRUE TRUE TRUE TRUE 

…….

. 

…….. …….. …….. …….. …….. …….. …….

. 

 

 

b.   Data selection 

The transactional data then divided and selected using defined attributes. There are 23 attributes 

used in this analysis, they are : Cooking Oil, Rice, Flour, Egg, Peanut, Green Beans, Wafer, 

Biscuits, Instant Noodle, Snack, Coffee, Bread, Mineral Water, Soft Drink, The, Sugar Sand, Red 

Sugar , Bath Soap, Toothbrush, Washing Soap, Shampoo, Toothpaste, Fragrances Clothes. 

c.  Preprocessing / cleaning 

In this stage, cleaning is focusing on categorized data that have been selected on stage 1. Cleaning 

process been done by entering the 23 categories of data into the tool, RapidMiner Studo. 

d. Data Transformation 

Transformation of data is done by changing the data type on each attribute from the form of integer 

to binominal form to facilitate the processing of data in accordance with the processing format in the 

tool RapidMiner Studio. 

e. Data mining 

This step is the main process to obtain the pattern of transactional data extraction that has been 

transformed by applying FP Growth algorithm. 

Data mining process uses FP Growth algorithm by forming a frequent item set by determining the 

value of support and confidence value. 

 
 

 
 

f. Evaluation 

Patterns that have been identified by the system are then translated into a simple form that is easier 

to understand. 

 

From the various experiments in analyzing the consumer behavior uses FP Growth algorithm, 

there are 7 rules with minimum support 40% and minimum confidence 85%. In this analysis, there are 

3 pattern on consumer behavior exposed with maximal frequencies to 3 item sets as follows: 

1. Transaction pattern with 2 item sets 

a. Costumer who buy tea, also buy shampoo. This pattern have value of support = 42.6% and the 

value of confidence = 85.3% 

b. Costumer who buy fragrance clothes, also buy cooking oil. This pattern have the value of 

support = 39.7% and the value of confidence = 85.5%. 

c. Costumer who buy toothpaste, also buy cooking oil with the value of support = 40.6% and the 

value of confidence = 85.8% 

2. Transaction pattern with 3 item sets 
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a. Costumer who buy instant noodle, also buy fragrance clothes and cooking oil with the value of 

support = 27.9% and the value of confidence = 85.6% 

b. Costumer who buy biscuit, also buy mineral water and cooking oil with the value of support = 

27.9% and the value of confidence = 85.4% 

c. Costumer who buy biscuit, also buy peanut and cooking oil with the value of support = 28.5% 

and the value of confidence = 87.4% 

d. Costumer who buy biscuit, also buy tea and cooking oil with the value of support = 25.8% and 

the value of confidence = 87.5% 

 

The seven rules observed in detail as below: 

 

Table 2. Extracted Rules 

No Premises Conclusion Support Confidence 

1 Tea Shampoo 42.6% 85.3% 

2 Instant Noodle, Fragrance Clothes Cooking Oil 27.9% 85.6% 

3 Biscuit, Mineral Water Cooking Oil 27.9% 85.4% 

4 Fragrance Clothes Cooking Oil 39.7% 85.5% 

5 Toothpaste Cooking Oil 40.6% 85.8% 

6 Biscuit, Peanut Cooking Oil 28.5% 87.4% 

7 Biscuit, Tea Cooking Oil 25.8% 87.5% 

 

 

  
Picture 2. FP Tree obtained 

 

 
Picture 3. Modelling with RapidMiner Tools 

 

The confidence parameters used are: 
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Picture 4. Parameter confidence used 

 

While the support parameters used are: 

 

 
Picture 5. Parameter support used 

 

The results of data processing using RapidMiner Studio (Text View) obtained as shown on picture 

below. 
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Picture 6. Association Rules Result 

 

 

SUMMARY AND CONCLUSIONS 
 The application of FT Growth algorithm can help to analyze the consumer behavior at 

UD.Barokah by producing 7 Rules with minimum support 40% and minimum confidence 85%. As 

follow up on these findings, adding inventory items based on the pattern of consumer purchases, 

arranging a good layout based on the pattern of purchasing items by placing items that have a high 

confidence value in a group. 
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ABSTRACT 

 
This study was aimed at creating a system and an appropriate technology that can help farmers market 

their agricultural products to consumers to make it easier and have the advantage that will improve the 

welfare of the farmers. For consumers, they obtained the desired agricultural products in accordance 

with the quality and price. For the government, it can organize the needs of farmers and the public 

more quickly. It is expected that this appropriate technology can reduce the purchase channels of 

agricultural products from the farmers to the consumers. All purchasing activities of the consumers, 

i.e. the choice of agricultural products in accordance with the price, quality, quantity, shipping 

channels and types of transaction can be more quickly and easily to do with e-farmers. And for sales 

activities, i.e. capital in carrying out from the planting plan until the crops, seeding, fertilization and 

the amount of the successful crops can be directly reported to the farmers to be known by the 

consumers and the government 

 

Keywords: Farm channels, Farming system, E-Farmers 

 

 

INTRODUCTION 
  The increase of demands for food at this time is very significant. It makes the foodstuffs very 

expensive, coupled with inadequate requirements for all of society and also the crops that are not as 

expected due to various problems such as flood, drought and so on. With this limitation of foodstuffs, 

the distribution channels are still hampered by the distance and time. Not only that, the distribution 

from the farmers to the consumers had to face several stages in advance, so it makes the prices higher 

because the consumers will get prices from third parties. This is not only detrimental to the consumers 

but also to the farmers, where the farmers do not get a fair price from the crops, because the parties 

concerned will make the excuse of sales will be very costly to consumers if the farmers gave the high 

price to the third parties. This is what causes the farmers do not enjoy the work result maximally so it 

can not prosper their life.  

 The increase in population that is not compensated with agricultural land, where the land 

continues to decrease also resulted in crops become more difficult to obtain. This led to the need for the 

data collection needs of farmers and society more organized, so the solution to meet the needs of 

farmers and communities will be identified quickly. The calculation transparency of agricultural budget 

is also required to meet the needs of farmers from the beginning until the end of the agricultural 

implementation so making it easier for consumers to get information about the products. 

 Based on the assumptions above, the number of problems that cause the foodstuffs become 

expensive and the absence of welfare of the farmers. Therefore, the writer tries to create a new system, 

where the sales and purchases will be more quickly and more efficient, where the system is called the 

electronic farmers (e-farmers). This research was aimed at creating a system and an appropriate 

technology that can help farmers market their crops to consumers to make it easier and have the 

advantage that will improve the welfare of the farmers. For the consumers, they will obtain the desired 

mailto:dewiunindra0310@gmail.com
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agricultural products in accordance with quality and price. For the government, it can organize the 

needs of the farmers and the public more quickly. 

 

LITERATURE REVIEW 
1.  Agriculture 

 Agriculture as a source of human life can be studied from different angles, among others, the 

angle of technical, technological, biological, sociological, pedagogical, economic, juridical and politic, 

however, sometimes the discussion results of the various viewpoints contradict one another for 

example, the political high price of crops (rice) is more profitable to the producers than the consumers, 

high gross production is more benefit the communities than the producers (farmers) while the 

producers are more helped by the high net proceeds.   

 If agriculture is considered as a source of livelihood and employment then you should clarify 

the meaning of the farm itself.  Agriculture may contain two meanings: (1) in the narrower sense is 

defined as activities regarding the production process to produce material human needs that can be 

derived from plants and animals that came to an attempt to renew, reproduce (reproduction) and take 

into account economic factors. 

 Agriculture is an activity undertaken by humans in a particular area, in particular the 

relationship between man and land with a mix of certain considerations as well.  The study of all things 

related to human activities in conducting agricultural farm called science. 

Farming science is the study of how a managing and coordinating the factors of production such as land 

and natural surroundings of capital so as to provide the best possible benefits. 

Broadly speaking, there are two forms of farming that has been known that family farming estate and 

plantation, enterprise. The basic difference between farm families and companies located at the end 

goal. Where the end goal is the family farm family income form consisting of income, family labor 

wages and capital interest alone. While the company's agricultural ultimate goal is profit, or profit as 

much as possible, which is the difference between the value of production cost. 

 

2.  Agriculture Economics 

 Agriculture economics is a part of the General Economics which studies the phenomena and 

the issues related to agriculture, both micro and macro. In other words, the Agricultural Economics is 

the study of human behavior and efforts, either directly or indirectly associated with the production, 

marketing, and consumption of agricultural products. Agriculture is a production process that is based 

on the growth of plants and animals. Agriculture is the primary industry which includes the resources 

organization of land, water, and minerals, as well as the capital in many forms, management of the 

labors to produce and market a wide range of goods needed by humans.[2] 

 Production activity is an activity with a rather narrow scope so much to discuss aspects of the 

micro. In studying this aspect, because the input and output relationship is a major concern.  The role of 

input not only can be viewed in terms of sorts, or their availability in a timely manner, but also in terms 

of the efficiency of its use. Because of these things (kind, availability and efficient), then there is a gap 

of productivity (yield gap) between productivity is supposed to productivity is produced by farmers. 

In fact, the productivity gap is due to factors that are difficult to overcome by farmers, such as 

technologies that can not be moved and the difference of environmental (eg, climate). Because these 

two factors is very difficult to overcome farmer, the difference in yield caused two factors causing 

productivity gaps of experimental results and of the potential of a farm. It is often referred to as "the 

first productivity gap" (the yield gap I). Furthermore, also known as "the second productivity gap" (the 

yield gap II), which is a potential difference in the productivity of farming and of what is produced by 

farmers. 

 There are two main factors that caused the yield gap II, among others: 

a. Biological constraints, such as differences in varieties, the existence of weeds, pest attack, ground 

and fertility problems, and others. 

b. socio-economic constraints, such as the cost and acceptance of different of farming, financing of 

agriculture which can be obtained from the credit, the price of production, habits and attitudes, lack 

of knowledge, education level of the farmer, the uncertainty of the risk factors of farming, and so 

on. 
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The second constraint proficiency level, are often different for the region to other areas. its very 

nature, is very local and very specific or conditional once. The situation of agriculture in the 

uplands will be different from the situation of agriculture in the lowlands, as well as agriculture in 

the area tide will be different from the agricultural sting in the rice fields, and so on. 

 

3.  Electronic Commerce (E-commerce) 

 The Electronic Commerce (EC) is a new concept that can be described as the process of buying 

and selling goods or services on the World Wide Web of the Internet or the process of buying and 

selling or exchange of products, services and information through information networks including the 

Internet.   

 
Figure 1. E-Commerce Application 

 

 Turban in Figure 1 shows that the application of e-commerce is being supported by a variety of 

infrastructure while the implementation is not separated from the four main fields, i.e. human, public 

policy, technical standards and protocols, as well as other organizations. The management of e-

commerce will coordinate the application, infrastructure and the pillars. 

Defines the EC of some of the following perspectives:  

a. From the perspective of communication, the EC is sending information on products / services, or 

payments over telephone lines, computer networks or other electronic means. 

b. From a business process perspective, EC is the application of technology toward the automation of 

transactions and the company's work flow. 

c. From the perspectives of service, the EC is one tool that meets the needs of companies, consumers, 

and management to cut service costs while improving the quality of goods and speed of service. 

d. From an online perspective, EC relates to the capacity of buying and selling of products and 

information on Internet and other online services. 

 

 E-commerce applications covering the fields of stocks, employment, financial services, 

insurance, mall, advertising and marketing online, customer services, auctions, travel, hardware and PC 

software, entertainment, books and music, clothing retail and online publications. 

 Pillar people consisting of buyers, sellers, intermediaries, services, people and management 

information systems. Pillar policies include tax, legal and privacy issues, free speech and the domain 

name. Pillar technical standards include documents, security and network protocols and payment 

systems. While the pillars of the organization is a partner, competitor, associations and government 

services.  

 General business service infrastructure consists of smart card security (authentication), 

electronic payment, directories / catalogs. information distribution infrastructure and the message 

includes the EDI (Electronic Data Interchange), e-mail, hypertext transfer protocol. Infrastructure 

network publications and multimedia content includes HTML, Java, Flash, WWW, VRML, PHP, ASP 

and etc. The network infrastructure consists of telecom, cable TV, wireless, internet (VAN, WAN, 

LAN, internet, extranet). 

 So that trade between buyers and sellers to do, then there should be a specific process. This 

process can include the following stages: 
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a. Buyer using his computer to enter the market  

b. Buyers are looking for products, go to the homepage sellers  

c. The buyer selects a product, from catalogs  

d. Purchasers ordering product, filling a purchase order, a process of transaction 

e. Purchase Order sent to the seller, an integration law  

f. The seller confirms the order  

g. Buyer pays, using multiple payment options, transaction 

h. The payment information is sent to the bank, an integration law  

i. Credit check on the buyer's bank 

j. Approved credit, paid on seller's bank, an integration law 

k. Product was sent by the seller 

l.  The products received by the buyer. 

 

4.   System 

 System is a collection of elements that are interconnected and interacted in a single unit to 

perform a process of achieving a major goal.   

system can be defined by the approach procedure and with the component approach.  

There are two basic groups of approaches in defining system, i.e. based on the approach procedure and 

based on the component approach. 

a. System approach on the procedure 

A system is a network and procedure interrelated, and cooperate to do a job or solve a particular 

problem. 

b. System approach on the component 

A system is a collection of some elements interacted regularly so as to form a totality to solve a 

particular problem. 

 

RESEARCH METHODOLOGY 

1.  Location and Measurement Planning  

 The study in this paper used data derived from the rice crops in Sukaraja Village, Tambelang 

Subdistrict, Bekasi Regency, Indonesia. 

 

2.  Research Data  

 The data used in this study included: 

a. Reports of fund/capital spent by the farmers in carrying out planting to produce a product. The data 

were taken from the planting to the harvesting process such as the purchase of seeds, fertilizers and 

others. 

b. Price, quality, quantity of goods produced by the farmers to sell to the consumers from a year ago. 

c. Sales and purchases channels of the agricultural products in Sukaraja Village, Tambelang 

Subdistrict, Bekasi Regency, Indonesia. 

The data collection was done by interview, where the data collection was through face to face and 

question and answer directly between the data collector and the researcher on the interviewees or the 

data source. 

 

3.  Implementation of the Study 

     The implementation of the study are as follow: 

a. Planning, consists of defining the problem, identifying the needs of the system, cost estimates and 

planning the schedule activities. 

b. Analyzing, consists of process modeling and data modeling. 

c. Designing, consists of designing the interface. 

d. Implementing, the application of the designing from the implementation of the first year. 

e. Testing, is a stage in which the testing of the system to the user is carried out. 

 

 

RESULTS AND DISCUSSION 
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 From the study has been done, various achievements or findings were obtained. Among others 

are: 

a. The results of data collection 

The data collected were the data related to the information services, agricultural products and data 

required in making a website. 

In the results of interview with the farmers and the parties concerned, found that the website will 

contain: 

1) the information of sales services of agricultural products such as rice, where the data taken 

were the profile of the farmers, crops information that also informs rice prices supported by the 

data from the beginning of planting such as seeds, fertilizers, planting capital to the crops 

obtained.  

2) The goal of the website is expecting a visitor action with this website will provide information 

to the visitors to purchase the agricultural products directly to the farmers. 

3) Expected target of the visitors are people in need of agricultural products such as rice, both 

from the local area and outside the city. 

4) The types of information sought by visitors namely the profile information of the farmers and 

agriculture, the selling price of agricultural products as well as product and marketing 

information online. 

b.    Planning and designing 

To facilitate the website making, planning and programs designing are conducted first, i.e.: 

1)   Navigation structure 

At this writing, the navigation structure used is a mixed navigation structure. Since there are 

branching out of order as shown in Figure 2. Navigation structure shows that there are 5 pages 

planned to be made in this website, namely HOME, FARMERS, ABOUT, CONTACT and 

LOGIN.  

Home page, the main page which contains information about the farmers, website links related 

to agriculture. Login page will provide the farmers to enter the registration page will be 

displayed. Once finished registering the farmers will make Biodata or details of farmers. 

Farmers Our page, About Us and Contact, each containing information relating to the farm in 

Sukaraja. 

 
Figure 2. Navigation Structure of The Program 

 

2)  Context Diagram 

Process modeling in this study was using a context diagram shown in the Figure 3. 
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Figure 3. Context Diagram of E-Farmer System 

 

 The context diagram illustrates the process of e-farmer system. The farmers will 

register on the website, then the administrator will get a notification that there is a new 

applicant. The administrator will provide a verification to the farmers through the e-mail has 

been listed.  

 After the farmers inputting the verification number, then the farmers will input the data 

about the farmers and agriculture information. After inputting the data, the farmers will get a 

prediction of the crops and the sales price of the crops. The information is stored in the system 

which can be seen by the farmers and the administrator. 

 The visitor who visits this ladangku.id website, will be presented the information about 

the website, agriculture, and agricultural products. If the visitor would buy the crops, it is 

expected that the visitor logged on to register as a buyer, then the buyer will get the contact 

number of the farmers addressed. 

3)  Development 

 After the planning and design of a website were ready to be developed, where the 

results of the development is making the website. Making the website in accordance with the 

navigation structure and process modeling, which consists of HOME, FARMERS, ABOUT, 

CONTACT and LOGIN pages. As seen in Figure 4, Figure 5 is a FARMERS page interface 

that contains information about the profile of farmers and crops from farmers. 

 
Figure 4. The Interfaceof Home Page 
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Figure 5. The Interface of FARMERS Page 

 

Figure 6 is an About page,  which informs everything neighbor website and the latest 

information on the farming village of Sukaraja. Figure 8, the login page that serves to provide 

access to farmers enroll farmers as a member of the e-farmer. 

 
Figure 6. The Interface of ABOUT Page 

 

 
Figure 7. The Interface of LOGIN Page 
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CONCLUSION AND SUGGESTIONS 

 
1.   Conclusion 

 This study was successfully created a system and an appropriate technology that can help the 

farmers market their crops to the consumers to make it easier and have the advantage that will 

improve the welfare of the farmers. For consumers, they will obtain the desired agricultural products 

in accordance with quality and price. For the government, it can organize the needs of the farmers 

and the community more quickly.  

 Not only that, after knowing the marketing condition of the agricultural. Products in Sukaraja 

Village, Tambelang Subdistrict, Bekasi Regency that is still conventional. With this appropriate 

technology, it can also make a shorter distribution channels from the farmers to the consumers, 

where the consumers can directly purchase to the farmers, choose the products in accordance with 

the desired quality and price so that the farmers can prosper their life.  

 This technology also provided the calculation of budget Management in agriculture which is 

still conventional will be computerized. With the agricultural process recorded, it can organize the in 

and out of the agricultural products from the farmers or the others. 

. 

 

2.  Suggestion 
 It is expected that in the future, this technology can grow again not just for the farmers in 

Sukarapih but also for the farmers throughout Indonesia. The technology will be easier to use with the 

development into the form of mobile technology 
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ABSTRACT 

Advancement IT encourage a change of human behaviour in the shopping, especially in the online 

store/e-commerce. The objective of this study is to determine the successful indicators of e-CRM 

implementation in the e-commerce company. This study uses the descriptive method with Library 

Research approach by looking at the results of some previous journal and using three indicators: 

customer complaint, customer loyalty and implementation control management e-CRM. The result is 

every indicator can be a benchmark for successful e-CRM implementation in the e-commerce. But, 

there is no relevant journal that combines the three indicators by doing a thorough investigation. This 

study only summarizes the results of any previous journals which discuss indicators that affected to e-

CRM implementation. 

 

Keyword: E-commerce, E-CRM, Customer Complaint, Customer Loyalty, Implementation Control 

Management e-CRM. 

JEL Code: M31, M39 

 

 

INTRODUCTION 

Globalization era become the era of information technology advances where every man can 

getting information quickly and accurately. Seeing a business opportunity from advancement of 

information technology, e-commerce systems were created. E-commerce is a process of purchasing and 

selling goods online or allows producers and consumer do not meet directly to do the transaction. 

E-commerce competition between businessmen for winning over prospective customers can be 

done in various ways, such as compete by displaying a competitive price, performing a variety of 

attractive promotions, and provide the best service at the time the goods on offer. Various strategies 

undertaken by businessmen make prospective consumers have many options to buy products that 

comply with the wishes.  

The problems that occurred in the purchase and sale transactions with e-commerce are the 

customer complaints on services delivered, delays in delivery, product quality is not as expected, and 

other errors that peeved consumers. Various problems occurred resulting in changes in consumer 

behavior. A growing number of customer complaints about their dissatisfaction in purchasing and 

selling on e-commerce website, resulting in a decreasing customer loyalty and tends to affect others to 

not make purchasing and selling on that e-commerce website. This requires an integrated system to 

facilitate customer in the filing of the complaint, as well as creating the best service standards in 

dealing with customer complaints to strengthen relations producers and consumers. IT-based systems 

that are used to address these problems is the Electronic Customer Relationship Management (e-CRM). 

Customer Relationship Management (CRM) is a business strategy undertaken by the company 

to maintain a good relationship with the consumer in order to increase customer loyalty. Atul & Jagdish 

(2004) stated that CRM is a comprehensive, strategy and process of acquiring, retaining, and partnering 

with selective customers to create superior value for the company and the customer, such as involves 

the integration of pre-sales, customer service and the supply-chain functions of the organization to 

mailto:eka.vidiaz@gmail.com1
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achieve the greater efficiencies and effectiveness in delivering customer value. Therefore, any all lines 

of business must implement CRM to maintain the company's relationships with its customers. 

At first, the CRM implementation is manual and do not require IT intervention because 

companies still make a direct purchasing and selling by meeting between the seller and the buyer (the 

market share is still small). However, this time along with the rapid development of information 

technology allows each company to expand its market share by selling goods online. Therefore, 

adopting CRM strategy information technology systems to facilitate any companies or lines of business 

to organize the all needs in customer service, both service while sale takes place or service if the 

customer complaint occurs. Therefore, CRM is an important strategy that provides a rich proactive and 

reactive communication channel (Wu 2013). Thus, it is recommended that online retailers adopt the e-

CRM such as a call center system that handle queries from various channels such as e-mail, telephone, 

fax and the Internet (Kim and Eom 2002). It is well advised that online retailers need to have enough 

staff members to answer customers’ diverse questions via telephones and e-mails or utilize the e-CRM 

applications as discussed earlier (Jun et al. 2004). Some companies view CRM primarily as investments 

in technology and software, whereas others treat CRM more expansively and are aggressive in 

developing sound and productive relationships with customers. In addition, some companies have 

implemented CRM processes to a greater degree than others (Reinartz et al. 2004). 

In this study, the author will discuss the implementation of e-CRM in based e-commerce 

company or online shop, where customer satisfaction with the services offered, and the number of 

customer complaints as a benchmark of the e-CRM success. The problem research of this study is 

“Does the customer complaint, customer loyalty, and implementation control management e-

CRM determine the success of e-CRM implementation in e-commerce company?” 

 

 

LITERATURE REVIEW 

E-Commerce Development 

In order to meet the community needs quickly, the information required must also be fast. 

Therefore the use of internet technologies nowadays has become an absolute necessity for almost 

everyone. The development of the use of the internet has expand to business, namely e-commerce. The 

definition of e-commerce itself  is the electronic process by which individuals or organizations make 

transaction, such a buy, sell, transfer, or exchange product, service and/or information (Turban et al. 

2004). E-commerce offers potential benefits in the form of enhanced participation in international value 

chains, increased market access and reach, and improved internal and market efficiency, as well as 

lower transaction costs. 

E-commerce can cover purchases and sales conducted over computer networks, using multiple 

formats and devices, including the web and electronic data interchange, using personal computers, 

laptops, tablets and mobile phones of varying levels of sophistication. And e-commerce may involve 

physical goods as well as intangible (digital) products and services that can be delivered digitally. 

These benefits make e-commerce more and more as well as rapidly growing in online business. 

There are four types of e-commerce, those are B2B (Business-to-Business), B2C (Business-to-

Consumer) and C2C (Consumer-to-Consumer). B2B encompasses all electronic transactions of goods 

or services conducted between companies. One of the example of e-commerce is online shop that 

which included into the type B2C e-commerce. Online shop is very popular and growing very rapidly in 

Indonesia even in the world. Many conveniences offered by online shop-such as categories of products 

very diverse, wide range of goods delivery, amount of media that can be used to sell, and providing 

interesting promos-makes consumers prefer to shopping online compared to traditional stores. Online 

shopping is a complex process that can be divided into various sub-processes such as navigation, 

searching for information, online transactions, or customer interactions. 

Transactions that occur in the online shop starts when the customer visiting the online shop that 

usually a website or blog. Furthermore, customers will find the desired item by category or certain 

specific characteristics. Once customers find the items they want, then customer doing the payment 

transactions. This payment can be made by transfer, using credit card etc. And the last stage of the 

business process is the process of verification of the payment and delivery of goods to customers. 
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Additional stages are usually as follow-up service complaints, repeat orders, etc occurs when the 

customer was not satisfied with the service or goods purchased. 

Judging from the number of online shopping enthusiasts who take advantage of the ease of 

transactions, the effectiveness and efficiency of shopping, as well as cheaper prices, it is certain that the 

level of transactions online shop is very high compared to traditional stores. On the other hand, 

although online transactions increases, the rate of online fraud was also increased. The example of 

fraud  is the order is not delivered or delivered but defective, counterfeit or not in accordance with the 

order. The rise of online fraud making consumers angry and also make the seller feel aggrieved. 

Consumers become afraid to shop online, thus slowing the development of their business. An American 

study revealed that of the 5,000 people who make online purchases, a third of them claimed to reduce 

the amount or value of their purchase. The main reason is because the issue of security is still a 

concern. If we looking to measure the e-commerce readiness of countries. It discusses the main factors 

facilitating and constraining e-commerce – with an emphasis on B2C transactions – such as Internet 

connectivity, payment systems and delivery systems. 

The treatment that e-commerce companies and online shop gives is the key of customer loyalty 

to the company. The level of customer loyalty can be seen from the level of visits on the website, the 

number of sales transactions and the repurchase rate from the customer. If the rate of visits an e-

commerce website is high, it means that the website interesting enough to get the attention of 

prospective customers. Similarly, if the number of transactions that occur on the website is high, then it 

indicates the company's e-commerce can be trusted and relied upon as a place where customers can get 

a wide range of goods they need. But if the high level of sales transaction and customer visits that are 

not accompanied with good customer service, it is possible that e-commerce will lose the customer. A 

good customer service is to satisfy the customer, provide solutions to customer complaints presented 

and should give faster feedback responses in an accurate and kindly manner. 

E-CRM 

CRM is an integration of technologies and business processes used to satisfy the needs of a 

customer during any given interaction. More specifically, CRM involves acquisition, analysis and use 

of knowledge about customers in order to all more goods or services and to do it more efficiently (Bose 

2002). CRM business philosophy relying on the understanding of the lifetime value of customers and 

provide personalized treatment as well as excellent service. Now, CRM has become a facility to gain 

knowledge as well as the entirety of the customer, which would allow companies to provide service 

according to the needs and behavior of customers. 

CRM component framework classify into three (Kurniawan 2009) as following:  (1) 

Operational CRM, known as the "front office" of the company. Operational CRM application have a 

role in the interaction with customers and it  includes an integrated automation process of the entire 

business processes, such as marketing automation, sales, and service. The application example of CRM 

Operational is the form of web applications; (2) Analytical CRM, known as the "back office" of the 

company. This CRM application is play a role in understanding customer needs, for example is 

carrying out the analysis of customers and markets, such as the analysis of market trends and customer 

behavior analysis. Data used in Analytical CRM is the data derived from Operational CRM; (3) 

Collaborative CRM, including e-mail, personalized publishing, e-communities, and the like which are 

designed for interaction between the customer and the organization. It main objective is to spread cheer 

and customer loyalty to other customers who are still not at the level of customer loyalty. Collaborative 

CRM also includes an understanding or awareness that loyal customers can be a magnet for other 

customers. 

As a result of rapid development technology and information, now been widely used e-CRM as 

the latest developments from the usual CRM systems. E-CRM (Electronic Customer Relationship 

Management) is the application of Internet-based technologies such as emails, websites, chat rooms, 

forums and other channels to achieve CRM objectives. It is a well-structured and coordinated process 

of CRM that automates the processes in marketing, sales and customer service. E-CRM provides an 

avenue for interactions between a business, its customers and its employees through Web-based 

technologies.  

A typical e-CRM strategy involves collecting customer information, transaction history and 

product information, click stream and contents information. It then analyzes the customer 
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characteristics to give a transactional analysis consisting of the customer's profile and transactional 

history, and an activity analysis consisting of exploratory activities showing the customer's navigation, 

shopping cart, shopping pattern and more.  

The benefits of e-CRM include the following:  

 Improved customer relations, service and support  

 Matching the customers' behavior with suitable offers 

 Increased customer satisfaction and loyalty 

 Greater efficiency and cost reduction 

 Increased business revenue  

Businesses that strategize and implement an e-CRM solution are able to align their processes 

around technology to effectively deliver seamless, high-quality customer experience across all 

channels. Customers have the power to help themselves through online personalized services that are 

made available on demand. From the explanation above it can be said that the consumer is a major 

reason to implement e-CRM. Therefore, consumers should be treated and served very well to achieve 

customer satisfaction, even when post purchase. This all because the satisfied consumers are tend to be 

a loyal customer (Rosmala et al. 2012), and retain customers is one of the main focus in CRM. 

According to Ho and Wu (1999), things that make up the customer satisfaction are logistic support, 

technical characteristics, information characteristics, home page presentation and product 

characteristics. 

One example of the businesses that implement e-CRM is an e-commerce. As a business that 

relies on the Internet, website and the speed of  information, e-commerce requires a system that serves, 

organize and follow up on customer complaints effectively and efficiently so that all complaints can be 

dealt with quickly. This is one of the e-commerce effort to satisfy and retain customers so that the e-

commerce credibility is maintained. 

There are many indicators that can determine the success of the e-CRM implementation, such 

as customer loyalty, customer behavior, corporate value, sales rate, control of e-CRM implementation, 

etc. This study using three indicators namely customer complaint, customer loyalty, and 

Implementation Control Management  E-CRM. Table 1 contains several similar studies that include 

indicators of success e-CRM implementation in e-commerce company. 

 

Table 1. Indicators of the successful e-CRM implementation 

 

Authors Name / 

Descriptions 
Purchases 

Repeat 

Purchases 

Customer 

Satisfication 

Customer 

Complaints 

E-CRM 

Surveillance 

Cho et al. (2002) 1 1 - 1 1 

Shim et al. (2002) 1 - 1 - 1 

Ahmad (2002) - - 1 1 1 

Feinberg and Kadam (2002) 1 - 1 - - 

Jun et al. (2004) - - 1 - 1 

Guang and Fen (2005) 1 1 1 1 1 

Homburg and Fürst (2005) - - 1 1 - 

Bai et al. (2008) 1 1 1 - - 

Hansen et al. (2010) - - 1 1 1 

Feng and Ming (2012) 1 1 1 - 1 

Farhadi et al. (2012) - - 1 - - 
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Authors Name / 

Descriptions 
Purchases 

Repeat 

Purchases 

Customer 

Satisfication 

Customer 

Complaints 

E-CRM 

Surveillance 

Long, Ing (2013) - - 1 1 1 

Source: Cho et al. (2002), Shim et al. (2002), Ahmad (2002), Feinberg and Kadam (2002), Jun et al. (2004), 

Guang and Fen (2005), Homburg and Fürst (2005), Bai et al. (2008), Hansen et al. (2010), Feng and Ming 

(2012), Farhadi et al. (2012), Long, Ing (2013). 

 

Table 2. Selected Findings from Literature 

Authors (year) Significant Findings 

Ahmad (2002) Thid study finds that failure to institute adequate complaint management and 

service recovery systems contributed to customer defection.  

Cho et al. (2002) This study found that the propensity to complain had a positive effect on 

repeat purchase intention both in the online and offline environment, if the 

problem is resolved by the seller. 

Lee-Kelly et al. (2003) E-CRM implementation effort correlatives with the perceived degree of e-

CRM receive,  in turn is linked to the loyalty experienced b virtual customer 

towards the e-retailer, and the relationship between customer loyalty and price 

sensitivity is weak. 

Schoder & Madeja 

(2004) 

The successful implementation of e-CRM is by e-commerce is strongly 

influenced by company size, type of business, as well as the ability of the 

management company itself. 

Bai et al. (2008) Website quality has a direct and positive impact on customer satisfaction, and 

that customer satisfaction has a direct and positive impact on purchase 

intentions.  

Guang and Fen (2010) The dimensions of web site design, reliability, responsiveness, and trust affect 

overall service quality and customer satisfaction. The latter in turn are 

significantly related to customer purchase intentions. The personalization 

dimension is not significantly related to overall service quality and customer 

satisfaction. 

Feng and Ming (2012) Positive emotions increase post-recovery satisfaction, and vice versa. Post-

recovery satisfaction positively affects post-purchase intentions. 

Farhadi et al. (2012) E-CRM implementation has a statistically significant positive relationship with 

customer loyalty factors. 

Long (2013) Distributive and interactional justice contribute significantly to customer 

satisfaction and, in turn, to complaint intentions, but procedural justice does 

not.  

Sources: Cho et al. (2002), Lee-Kelly et al. (2003), Schoder & Madeja (2004), Bai et al. (2008), Guang 

and Fen (2010), Feng and Ming (2012), Farhadi et al. (2012), Long (2013) 

 

RESEARCH MODEL 

This study uses the descriptive method with Library Research approach, which is a technique 

of data collection by conducting a study of books, literature, records, and reports relating to the topic 

raised (Nazir 1988). The object of this study is e-commerce company with a various business scale 

based on the results of several previous journals with the same topic.  

Because this study uses the descriptive method, hence this study has no specific object nor 

sample data. The previous journals have not mentioned in detail the name of the e-commerce company 

or online shopping as an object, and most of them did not mention the e-commerce business scale 

either. 

This study merely combines some previous research according to the selected findings in the 

literature above, as a research model. This model comes from a meta-analysis that has been done in 

order to look for indicators that can be used as a benchmark to determine the successful implementation 
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of e-CRM in the e-commerce companies. And this research model facilitates the further researchers to 

perform analysis on relevant topics without having researching.  

 

 

 

 

 

 

 

 

 

 

 

Figure 1. Research Model 

Source:  Modification Model by authors from Tyrrel & Woods (2008), Feinberg and Kadam 

(2014), Al-Momani and Noor (2009) 

 

 

Figure 1. explains that the successful of e-CRM implementation in the e-commerce companies can be 

seen from the three indicators as follows: 

1. Customer Complaint 

Customer Complaint Indicator is often used as a benchmark for successful implementation of 

e-CRM in the e-commerce company. This also supported by Tyrrel & Woods (2008) which 

stated customer complaints indicator shows how many customer complaints that often occur at 

the company's website e-commerce. According to Tyrrel & Woods (2008), the customer is only 

allowed to file a complaint directly to the company. However, with a growing era of 

technology, the company also requires e-complaint so that the customer can do complain 

anywhere and anytime. 

2. Customer Loyalty 

Customer loyalty indicator determines the performance of the e-CRM implementation in the e-

commerce company (Afsar et al. 2010). Consumer behavior will be loyal to a product or 

service if consumers get greater benefit from the effort expended. The following aspects related 

to being a benchmark assessment of customer loyalty, such as Customer Satisfication. 

According to Feinberg and Kadam (2014), customer satisfication become targets to be achieved 

when e-CRM implemented. Some indicator that determines benchmark of customer 

satisfication are the willingness of the customer to provide a review of the shopping experience 

in a store, recommend the goods / services to people nearby, the intensity of the customer to 

shop in the store, as well as the experience of the customer at the time of filing a complaint 

with the services or products / services received. 

3. Implementation control management e-CRM 
Implementation control management e-CRM indicator is used to see how the surveillance 

conducted by the e-commerce company on e-CRM implementation. According to Al-Momani 

and Noor (2009) explains that assessment aspects of the e-CRM implementation includes e-

Service Quality, Easy of Use (Website Interface), and Usability. 

E-CRM 

IMPLEMENTATION 

E-COMMERCE 

COMPANIES  

1. Customer Complaints 

2. Customer Loyalty 

3. Implementation 

control management 

E-CRM 
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DISCUSSION 

As discussed in the previous section about analysis models, the success factor list the resulting 

from the study in Figure 1. This chapter describes the results of research conducted by previous 

researchers regarding what factors are affecting the successful implementation of e-CRM in the e-

commerce company, the following explanation is based on variables used. 

Customer Complaint Indicator 

Customer complaints became one of the problems is greatly feared by the company because if 

the consumer’s handling was not maximum, it can change the behavior of consumers who initially loyal 

becomes disloyal to use the product. According to Cho et al. (2002), handling customer complaints 

should be included as a key component of e-CRM. Major online customer complaints and 

dissatisfication have been generated from the problems with Web Customer Service Centers. Cho et al. 

(2002) research using direct and indirect indicator of customer complaint in a e-commerce company. 

This result of Cho et al. (2002), has implications for how e-businesses' customer service centers should 

effectively manage customer complaints. Based on these studies, e-commerce company must manage 

customer complaint handling system with the implementation of e-CRM, for example, by an increase in 

customer care that is expected to increase customer satisfaction and loyalty. 

Customer Loyalty Indicator 

In accordance with the objective of e-CRM system to enable companies maintaining good 

relations with serve customers optimally, then customer loyalty can be used as a reference to see the 

successful implementation of e-CRM in a company, particularly the e-commerce. Farhadi et al. (2012) 

explains that some aspects of the customer loyalty indicators such as customer satisfaction and legal 

undertaking (company already incorporated), positively affect on customer loyalty in buying an item or 

service. In addition, other research by Lee-Kelley et al. (2003) explains that e-CRM can directly 

improve loyalty of the internet customers. Two previous studies proved that e-CRM implementation is 

done by a company especially e-commerce bring a positive impact on the customer's decision to 

purchase an item. This is also supported by the fact that the customer today is more like reading a 

review of the people experience when shopping to know the quality of products and services offered 

rather than thinking about the price paid to acquire the product. This statement is supported by Lee-

Kelley et al. (2003), since price sensitivity may not be the governing factor that describes how a 

customer chooses to make a purchase other factors such as security and trust as well as service quality 

attributes, such as speed and convenience, could be incorporated into the e-retailer’s e-CRM Strategy. 

Implementation Control Management e-CRM. 

According to Schoder & Madeja (2004), the successful implementation of e-CRM is by e-

commerce is strongly influenced by company size, type of business, as well as the ability of the 

management company itself. The study explains that the larger scale of business, the ability of the 

company management feels quite qualified to undertake the implementation of e-CRM. Schoder & 

Madeja (2004) find that the implementation of e-CRM in the company's-based small-medium e-

commerce company are still not running well. This is because the company's management are unable to 

leverage their manager’s competence in e-CRM in order to increase their success in electronic e-

commerce. Other else, employees a job description for implementing and overseeing the passage of e-

CRM, are also forced to work another job description, such as marketing, meeting with clients. In 

addition, the small-medium e-commerce company focus is still oriented to the sale and have not yet 

planning to keep a good relationship with the customer after post-purchase occurs. 

For the e-CRM implementation based on the type of e-commerce businesses are run, 

companies with business type B2C rated better in implementing e-CRM procedures than companies 

based B2B (Schoder & Madeja 2004). This finding can be understood from comparing the customer 

structure in each segment, there are: (1) B2C customers is usually shop for their own account, trying to 

satisfy several needs from shopping while B2B customers purchase for their companies, as a part of 

their job so to purchase must according to guidelines determined by their organization and the buying 
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decisions are less flexible; (2) In the B2C segment, the customer is always an individual consumer, 

whereas a B2B customer is usually an organization comprising several persons; (3) A typical B2B 

customer may be more difficult to target individually than a B2C customer; and (4) privacy issues. 

Based on meta-analyzes that have been made to map out what are the indicators that a 

benchmark of success in the e-CRM implementation in e-commerce company, no relevant journal that 

combines the three indicators above to do a thorough investigation. This journal only summarizes the 

results of any previous journal about whether one of the three indicators above becomes one of 

determining the successful implementation of e-CRM in the e-commerce company. 

However, to see how the three indicators can determine the success of e-CRM implementation 

in the e-commerce company, an analogy is made to explain their interconnectedness to one another. In 

e-commerce company, the business process they run is to sell products, in the form of goods and 

services to customers online in a web media. When a consumer has decided to buy an item on the 

company, something that is often forgotten by every e-commerce company is customer satisfaction in 

shopping. Customer satisfaction will be fulfilled if the customer feels the products obtained according 

to the needs and descriptions that have been described on the web, good delivery speed, responsive 

customer service, and competitive prices. At the moment when the consumer does not get an indicator 

that becomes a customer satisfaction requirement, a complaint arises. 

Speaking of customer complaints, this can be a serious problem when it is not handled properly 

by an e-commerce company. The number of customer complaints in an e-commerce company can be 

seen from the poor reviews given to customers about the shopping experience at that company. Poor 

reviews given from other customers greatly influence the decision of prospective customers who will 

shop at the e-commerce company. To solve the problem of the company's relationship with the 

customer, the need for “After Sales Service” that is included in the implementation of e-CRM can make 

the customer will consider to buy the same goods in that company and finally can create customer 

loyalty. 

When it comes to successful E-CRM implementation, companies need careful planning, such 

as providing job description education to employees of the e-CRM division with example:  providing 

solutions to every problem that consumers experience, reporting to the company about customer 

reviews in shopping experience on e-commerce website and observing consumer behavior in shopping 

so it can be an input for company strategy in improving service to consumer. Supervision conducted by 

management in the implementation of e-CRM becomes a benchmark against the company's consistency 

in maintaining good relationships with consumers.  

 

CONCLUSION  

Research of the successful implementation of e-CRM in e-commerce website has always been an 

interesting topic to discuss. The results of this study can be used as an evaluation, as well as the 

company reference to improve service to the customer company. Based on description in the discussion 

chapter, it can be concluded that almost all e-commerce companies have implemented e-CRM which is 

part of the service to enable customers to interact with companies. However, in some previous studies 

explaining that some e-commerce companies have not implemented the e-CRM optimally. Some 

constraints faced such as the lack of manpower, inadequate infrastructure systems, as well as lack of 

control and evaluation of the e-CRM implementation are the cause of  many complaints on the e-

commerce company still receive. These complaints caused a decline in customer satisfaction levels that 

affect customer loyalty to purchase goods in that e-commerce. 

In this study, we hope the company can improve its services, especially in the field of customer 

care by increasing the amount of labor to find out the main problems that occur, as well as increase the 

speed of the handling of customer complaints. In addition, companies also need to improve 

infrastructure, particularly the e-commerce website to fix the bug problems and the slow pace of time 

that takes to use the website. Evaluation occurs not only in terms of service to customer care, but also 

must improve oversight of quality control of a product that is expected to minimize customer 

complaints occur. 
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ABSTRACT 
 

Brand is a name, term, sign, symbol design, or a combination thereof that identifies a product / 

services produced by a company. The identification also serves to distinguish it from products offered 

by competing companies. The purpose of this study is to determine the effect of brand equity and family 

factors on purchase decision of Honda cars at PT. Megatama Mandiri, Bekasi. Population and sample 

in this research is consumer that ever buy Honda car. The sample used 100 respondents with Multiple 

Regression Analysis method. As a result, that brand equity and family factors influence the purchase 

decision of Honda car at PT. Megatama Mandiri in Bekasi. 

 

Keywords:  Brand Equity, family factors, purchase decisions 

JEL Code: M31 

 

INTRODUCTION 
 

The phenomenon of competition in the globalization era will increasingly direct the Indonesian 

economic system to a market mechanism that positions the marketer to constantly develop and capture 

market share (market share). One asset for achieving that state is the brand (brand). Brand is a name, 

term, sign, symbol design, or a combination thereof that identifies a product / services produced by a 

company. The identification also serves to distinguish it from products offered by competing 

companies. Furthermore, the brand actually tangible and intangible values that are represented in a 

trademark which is able to create value and influencing consumers to make purchases and deliver the 

company to gain profit from time to time. 

Brand equity is a set of tools and brand liability associated with a brand name, a symbol that is 

able to increase or decrease the value provided by a product or service on the firm and its clients. Brand 

is not just a name, term, or sign, but the brand is a promise from manufacturer to consistently provide 

the features, benefits, certain services and quality assurance to consumers (Rangkuti, 2004: 35). 

Brand equity variable has positive and significant effect on purchasing decisions of Yamaha 

motorcycles in Simpang Empat. The family factor also has positive and significant impact on 

purchasing decisions. While the family factor does not moderate the relationship between brand equity 

by purchasing decisions. (M. Saleh Lubis, 2013). 

Brand equity that includes Brand awareness, Perceived Quality, Trademark Association (Brand 

Association), and brand loyalty, simultaneously and partially influence on consumer purchasing 

decisions of Honda motorcycle. (Hamadi, A., et.al, 2014) 

Product quality and brand equity simultaneously and partially have a positive and significant 

impact on consumer purchasing decisions for Toyota Hilux products of PT. Hasjrat Abadi, 

Kotamobagu branch. Brand equity is the most dominant variable influencing purchasing decisions. 

(Tundoong, K. et.al, 2014) 
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Research purposes 

 

Based on the previous researches described, the purpose of this study is to determine the effect 

of brand equity and family factors on purchase decision of Honda cars at PT.  Megatama Mandiri, 

Bekasi. 

 

 

LITERATURE REVIEW 
 

Brand Equity 

 

A company must have a strong brand equity, which can be built through their powerful 

elements in it. There are five categories of assets that enhance the brand equity by David A. Aaker in 

Durianto, Sugiarto, and Sitinjak (2004: 4), namely: Brand Awareness, Trademark Association (Brand 

Association), Perceived Quality, brand loyalty, and Brand Assets. The stronger the brand equity of a 

product, the stronger appeal for consumers to buy the product and will ultimately provide profits 

increased to companies (Durianto et.al, 2004: 5). Thus the consumer purchase decision is an important 

factor in deciding the advancement and improvement of the profitability of a company. A company can 

go ahead if the stimulation of consumers in deciding the purchase of products from a market received a 

positive response from the market itself. 

Aspects of brand equity includes brand awareness, perceived quality, brand associations, and 

brand loyalty, simultaneously and partially influence the purchase decisions of Honda motorcycles. 

(Soebianto, Albert, 2014). The following is an explanation of the factors that influence consumer 

buying behavior (Kotler and Keller 2009: 166), one of which is made up of the Social Factors: 

 

1. Reference group 

 Reference groups are all groups that have direct or indirect influence on the attitudes or behavior of 

the person. 

2. Family 

 The family is an organization of the most important consumer purchases in the community and 

family members presented the main reference group of the most influential. There were two 

families in the life of the buyer, ie the orientation family consisting of parents and siblings and 

family procreation ie spouse and children - children. 

3. Roles and Status 

 People who participate in many family groups, clubs and organizations. The group is often a source 

of important information and help to define norms of behavior. The position of the person in each 

group can be determined based on the role and status. The role consists of activities which is 

expected to be a person and every role of its status. 

 

 

Previous Research 
 

The following table describes previous research related to the brand : 

 

Table 1. Previous Research 

 

No. Author Research Variables Analysis 

Method 
Research Result 

1. Saleh M. Lubis, 

2013 

 

Independent Variables: 

Brand Awareness, Brand 

Association, Perceived 

Quality and Brand 

Medorated 

Regresion 

Analysis 

Results explained that: 

brand equity and family variable has 

positive and significant influence on 

purchasing decisions, while the family 
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No. Author Research Variables Analysis 

Method 
Research Result 

Loyalty. 

Dependent Variables: 

Family, Purchase 

Decision 

did not moderate the relationship 

between brand equity with the decision 

of buying Yamaha motorcycles  

2. 1. Endru K. 

Tundoong 

2. Silvya L. 

Mandey, 2014 

Independent Variables: 

Product Quality, Brand 

Awareness, Brand 

Association, Perceived 

Quality and Brand 

Loyalty. 

Dependent Variables: 

Purchase Decision 

Multiple 

Linear 

Regression 

Analysis 

Method 

Results explained that: 

product quality and brand equity has a 

positive and significant effect on either 

simultaneously or partially for the 

decision of buying a Toyota Hilux car at 

PT. Hasjrat Abadi Kotamobagu. 

3. Albert Soebianto, 

2014 

Independent Variables: 

Brand Awareness, Brand 

Association, Perceived 

Quality and Brand 

Preference. 

Dependent Variables: 

Purchase Decision 

SEM analysis 

method 

(structual 

Equation 

Model) 

Results explained that: 

Brand Awareness, Perceived Quality, 

Brand Association and Brand 

Preferences partially effect on 

purchasing decisions of Honda 

motorcycles in the city, but does not 

affect the purchase decisions of Honda 

motorcycles in the city of Bandung 

simultaneously. 

4. 1. Arsyad Hamidi 

2. Zainul Arifin 

3. Wilopo, 2014 

Independent Variables: 

Brand Awareness, Brand 

Association, Perceived 

Quality and Brand 

Loyalty. 

Dependent Variables: 

Purchase Decision 

Multiple 

Linear 

Regression 

Analysis 

Method 

Results explained that: 

There is significant relationship between 

the independent variables simultaneously 

and partially on the purchasing decisions 

of Honda motorcycles at PT. Nusantara 

Surya Sakti Malang. 

5. Muhammad 

Teguh Nuryadin 

Surya Hidayat, 

2016 

Independent Variables: 

Brand Awareness, Brand 

Association, Perceived 

Quality and Brand 

Loyalty. 

Dependent Variables: 

Purchase Decision 

Multiple 

Linear 

Regression 

Analysis 

Method 

Results explained that: there is 

significant relationship between the 

independent variables simultaneously 

and partially on purchasing decisions. 

Brand loyalty have the most influence of 

consumer decision in choosing Toyota 

Avanza at Wira Toyota Banjarmasin. 

6. 1. Handito 

Canggih Prabowo 

2. Otto R 

Payangan 

3.Indrianty 

Sudirman, 2013 

Independent Variables: 

Personal Factors, 

Psychological, and Brand 

Equity 

Dependent Variables: 

Purchase Decision 

Multiple 

Linear 

Regression 

Analysis 

Method 

Results explained that: 

there is significant relationship between 

the independent variables simultaneously 

and partially on the purchase decision of 

Suzuki Ertiga car at PT. Megahputra 

Kendari. 

7 Agriani Gobel, 

2012 

Independent Variable: 

Brand Awareness, Brand 

Association, Perceived 

Quality and Brand 

Loyalty. 

Dependent Variable: 

purchase decision 

Multiple 

Linear 

Regression 

Analysis 

Method 

Results explained that: There is 

significant relationship between 

independent variables simultaneously, 

but in partial, brand awareness, brand 

association, brand loyalty does not 

significantly influence the purchase 

decision of Toyota car at PT. Hadji Kalla 

Branch Urip In Makassar. 

9. 1. Naeem Akhtar 

2. Qurat-Ul-Ain 

3. Umer Iqbal 

Siddiqi 

4. Amna Ashraf 

5. Muniba Latif , 

2016 

Independent Variable: 

Brand Awareness, Brand 

Association, Perceived 

Quality, and Brand 

Loyalty. 

Dependent Variable: 

Purchase Decision 

Further 

analysis tools 

are regression 

and 

correlation 

Results indicate that Brand Awareness, 

Perceived Value, Brand Association, and 

Brand Loyalty has a significant impact 

on consumer's Purchase decision. 



Proceeding UG Economic Faculty-International Conference                   

Gunadarma University – Campus L2, July 25th-26 th  2017              ISBN: 978-602-9438-80-2 

Shahlan, Setyarini, Sularto 427 
 

No. Author Research Variables Analysis 

Method 
Research Result 

10. Nisal Rochana 

Gunawardane, 

2015 

Independent Variables: 

Brand Awareness, Brand 

Association, Perceived 

Quality and Brand 

Loyalty. 

Dependent Variables: 

Purchase Decision 

Multiple 

Linear 

Regression 

Analysis 

Method 

Results explained that: 

Brand Awareness and Brand Loyalty has 

significant influence on purchasing 

decisions, but Perceived Quality variable 

does not significantly influence the 

purchasing decision of cement at PT. 

Semen Balfour. 

 

Linkage Between Variables 

 

 Results of research conducted by Saleh M. Lubis (2013) showed that brand equity gives a 

positive and significant influence on purchase decisions of Yamaha motorcycles in Simpang Empat, 

Pasaman Barat. Families factor has positive and significant impact on purchasing decisions Yamaha 

motorcycles in Simpang Empat. 

 Results of research conducted by Arsyad Hamidi et.al (2014), showed that Brand Equity 

variable which include Brand Awareness, Trademark Association, Quality Perceived and Brand 

Loyalty have positive influence and significant to consumer purchasing decisions simultaneously of 

Honda motorcycle. Result from other similar studies, by Endru K.et.al (2014), showed that brand 

equity has positive and significant impact on consumer purchasing decisions for Toyota Hilux product 

at PT. Hasjrat Abadi, Kotamobagu branch. Brand equity is the most dominant variable affecting 

consumer purchase decisions in this study. Other research results conducted by the Handito Canggih 

Prabowo et.al (2013) concluded that personal factors, psychological and brand equity partially and 

simultaneously has positive and significant impact on purchasing decisions of Suzuki Ertiga car at PT. 

Megahputra Kendari. 

 

Research Framework 

 

Honda car purchasing in this study formed from Brand Equity and family factors variables :  

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1. Research Framework 

Source : Kotler(2009) and Lubis (2013) 

 

H1: Brand equity has positive and significant effect on purchasing decisions of Honda cars at PT. 

Megatama Mandiri. 

H2: Family Factor has positive and significant impact on purchasing decisions of Honda cars at PT. 

Megatama Mandiri 

 

RESEARCH METHODS  

 

Variables used in this research are: 

 Dependent Variable (Y)  

Brand Equity 

     Family  

Purchase 
decision 
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 The dependent variable is the variable that is the center of attention research. In this study, the 

dependent variable is: Purchasing decisions (Y). The dependent variable (Y) in this research is 

consumer purchasing decisions. 

 

 Independent Variables (X) 

 The independent variables denoted "X" is a variable that affects the dependent variable, whether 

that has positive or negative influence. The independent variable in this study is the brand equity 

and Family factor. 

 

Population  

According Sugiyono (2016: 148) population is generalization region consisting of: Object / subjects 

that have certain qualities and characteristics defined by the researchers to learn and then drawn 

conclusions. The definition of the population in this study is consumers who attend to the car dealer 

Honda PT. Megatama Mandiri. 

 

Samples 

The sample is part of the number and characteristics possessed by this population (Sugiyono, 2016: 

149). The population size is very much and can not be known with certainty, taking the minimum 

sample size by (Rao Purba, 2000, in Nehemiah, 2010; 34) with the following formula: 

 
N =  Z2 

     4(Moe)2 

 

Information : 

n  = Sample Size 

Z  = 1.96 score on a certain level of significance (95% confidence limits specified) 

Moe = margin of error, maximum error rate is 10% 

 

 

By using the formula above, the obtained calculated as follows: 

n = (1.96) 2 

   4 (10%) 2 

 

n = 96.04 ≈ 97 or rounded to 100. 

 

Based on the above formula, then can be sampled from a population of 97 respondents. Then the 

researchers took a sample of 100 people which is expected will obtain more accurate results. 

 

Research Variables and Operational Definitions 

 

Table 2. Research and Concept Variable Variable 

 

Variables Variable Concept Indicator 

Brand Equity (Brand Equity) 

 

Brand equity is a set of assets and 

liabilities associated with a brand 

name and symbol that is able to 

increase or decrease the value of the 

product.  

1. Brand awareness (brand awareness). 

2. Trademark Association (Brand 

Association). 

3. Perception of Quality (Perceived 

Quality). 

4. Brand loyalty (Brand Loyalty). 

(Aaker, 1991) 
Buying decision 

 

 

The purchase decision process of 

the Honda cars in PT.Megatama 

Mandiri through the recognition 

1. The stability of the product. 

2. Habits in selecting products. 

3. Provide recommendations repeat 
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Variables Variable Concept Indicator 

 

 

 

 

process needs, information search, 

evaluation of alternatives, purchase 

decision and post-purchase 

behavior. (Abdullah and voila 

(2012: 129) 

purchases 

4. Reuse (Kotler, 2000) 

Family 

 

 

 

 

The family is a group of two or 

more individuals who have a blood 

relationship or not and form families 

that have their respective functions.  

1. Informational support. 

2. Support ratings. 

3. instrumental support 

4. Emotional support. (Friedman, 

2013) 

 

 

DISCUSSION 
 

Classic assumption test 
 

Classic assumption test conducted in this study to test whether the data meet the assumptions of 

classical. This is done to avoid unintegrated data to be specified in the regression method. Tests 

conducted in this study is the normality test, multicoloniarity Test,  and heterocedastisity 

autocorrelation test. 
 

Normality test 
 

To determine the normality of the data, distribution normality test used. Normality test used in this 

study is a One-Sample Kolmogorov-Smirnov Test with a significant level of 0.05 and is presented in 

normal probability plots graph or normal PP. Normality test results in this study can be seen in Table 3 

below: 

 

Table 3. Normality Test Results 
 

One-Sample Kolmogorov-Smirnov Test 

 

Unstandardized 

Residual 

N 100 

Normal Parametersa,b Mean ,0000000 

Std. Deviation 2,67560510 

Most Extreme Differences Absolute ,076 

Positive ,057 

Negative -,076 

Test Statistic ,076 

Asymp. Sig. (2-tailed) ,165c 

a. Test distribution is Normal. 

b. Calculated from data. 

c. Lilliefors Significance Correction. 

 

From table 3 of one-sample Kolmogorov-Smirnov Test, obtained probability from variables tested. This 

value will be compared with 0.05 to make decision with the criteria of : 

 Value Sig. (Significant) or a probability value <0.05 data distribution is not normal. 

 Value Sig. (Significant) or a probability value> 0.05 is the normal distribution of data. 

 

Based on the above output can be seen in line Asymp. Sig. (2-tailed) showed that the significant value 

is 0.165. Because of the significant value greater than 0.05, it can be concluded that the data are 

normally distributed. 
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Figure 2.  Heteroskidastity Test Results 

 

Based on the picture of Normal Probability Plot, the dots spread around the diagonal line as 

well as with the current spread of the diagonal line. It shows that the pattern or direction of the 

relationship between variables X with variables Y is the direction (positive) and linear. It can be 

concluded that the data are normally distributed because it appears that the spread of the plot is along 

the line of 45 degrees so that decent regression model is used. 

 

Multicollinearity test 

 

This test aims to test whether the regression model found a correlation between independent 

variables (independent). A good regression model should not have correlation between independent 

variables. To detect the multicolinearity, can be seen from the Tolerance and Value Inflation Factor 

(VIF). A good regression model should be free multicolinearity or not there is correlation between the 

independent variables.  

 

Multicolinearity test can be seen from: 

a. Tolerance value must be greater than 0.1 or  

b. Value Variance Inflation Factor (VIF) is smaller than 10 

Multicolinearity test results in this research can be seen in Table 4 below: 

 

Table 4. Multicollinearity Test Results  

Coefficientsa 

Model 

unstandardiz

ed 

coefficients 

standardized 

Coefficients t 

Sig. 

collinearity Statistics 

 B Std. Error beta  tolerance VIF 

1 (Constant) , 484 1.307  , 370 , 712   

brand equity , 584 , 094 , 497 6214 , 000 , 266 3,758 

Family , 472 , 84 , 451 5646 , 000 , 266 3,758 

a. Dependent Variable: Purchase Decision 
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A regression model was declared free of multicolinearity if VIF is smaller than 10 (VIF <10) and the 

tolerance value greater than 0.1 (tolerance > 0.1). At table 4, shows the tolerance values > 0.1 and VIF 

<10 at all independent variables, so that the data is not exposed with multicolinearity, so it worth using 

regression models. 

 

Autocorrelation test 

 

Autocorrelation test is a test of the assumptions in the regression where the dependent variable is not 

correlated with itself. Testing methods used in this research using Durbin-Watson. Decision-making 

basis is as follows: 

 Between DW below -2 means there is positive autocorrelation 

 Figures DW between -2 to +2 means no autocorrelation 

 Figures DW above +2 means no negative autocorrelation 

 

Autocorrelation test results in this study can be seen in Table 5 below: 

Table 5. Autocorrelation Test Results 
 

 

 

 

 

 

 

 

 

 

 

 

From the above table, shows that the Durbin-Watson (DW count) value of 1.833. Based on pre-

determined criteria, DW count 1,833 into the criteria of -2 to +2, it can be said that the regression 

model has no symptoms of autocorrelation, so it can be used in this research. 

 

 

Multiple Linear Regression 

 

Table 6. Multiple Linear Regression 

 

Coefficientsa 

Model 

unstandardiz

ed 

coefficients 

standardized 

Coefficients t 

Sig. 

collinearity Statistics 

 B Std. Error beta  tolerance VIF 

1 (Constant) , 484 1.307  , 370 , 712   

brand equity , 584 , 094 , 497 6214 , 000 , 266 3,758 

Family , 472 , 84 , 451 5646 , 000 , 266 3,758 

a. Dependent Variable: Purchase Decision 

 

Based on the results of the above table, it obtained the following equation: 

Y = 0.484 + 0.472 X1 + 0,584X2 

Model Summaryb 

Model Durbin-Watson 

1 1.833 

a. Predictors: (Constant), MODERATOR, BRAND EQUITY, THE 

FAMILY 

b. Dependent Variable: PURCHASE DECISION 
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This equation means : 

1. If the brand equity and the family factor is considered zero (no influence) the purchasing decision 

of Honda car will increase by 0.484, which may be influenced by other factors such as, advertising, 

product quality, service quality, price etc not examined in this research model 

2. If the brand equity influence purchase decisions, X2 (family) is considered to remain the 

purchasing decisions of 0.584, where consumers in this study familiar with Honda for a long time, 

pretty good perceive and recognize the Honda brand, so it is likely to make consumers to buy car 

back with brand Honda. 

3. If family influence purchase decisions, X1 is considered fixed then the purchasing decisions of 

0.472, meaning that the family had a role in the election and influence in the decision to buy a 

Honda. In this case the family provide support and information to consumers when deciding to buy 

Honda car. 

 

 

Test The coefficient of determination (R2) 

 

Table 7. The coefficient of determination (R
2
) Test Results  

 

 

 

 

 

 

  

 

 

Determination test used to determine the contribution percentage of independent variables influence to 

dependent variable. For regression that has more than 2 independent variables, used Adjust R Square as 

the overall coefficient of determination. 

Based on table 7, the overall coefficient of determination of 0835. This means that brand equity 

influence purchasing decisions by 83.5%, while the remaining 16.5% influenced by other factors not 

examined in this study, such as pricing, promotion, quality of service, product quality. 

 

Hypothesis Testing 
 

Test results of t-test (Partial) 
 

Table 8. Test results of t-test (Partial) 

Coefficientsa 

Model 

unstandardiz

ed 

coefficients 

standardized 

Coefficients t 

Sig. 

collinearity Statistics 

 B Std. Error beta  tolerance VIF 

1 (Constant) , 484 1.307  , 370 , 712   

brand equity , 584 , 094 , 497 6214 , 000 , 266 3,758 

Family , 472 , 84 , 451 5646 , 000 , 266 3,758 

a. Dependent Variable: Purchase Decision 

 

The t-test was used to test the effect of each independent variable that partially influence purchasing 

decisions. Testing criteria: 

1. Sig. > 0.05 H1 then accept, reject Ha 

Model Summaryb 

Model R R Square Adjusted R Square 

Std. Error of the 

Estimate 

1 , 914a , 835 , 830 2,717 

a. Predictors: (Constant), Moderator, Brand Equity, Family 

b. Dependent Variable: Purchase Decision 
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2. Sig. <0:05 reject H0, accept Ha 

 

Based on Table 8 on linear regression test results, it can be analyzed as follows: 

 Brand equity  

H1: Brand equity has a positive and significant impact on the purchasing decisions of Honda cars in PT. 

Megatama Mandiri partially. 

H0: Brand equity does not have a positive and significant impact on the purchasing decisions of Honda 

cars in PT. Megatama Mandiri partially. 

Conclusion: The value sig. 0.000 > 0.05, so partially, product variables influence the purchasing 

decisions of Honda cars in PT. Megatama Mandiri. It means that brand equity has a strong influence in 

deciding the purchase of Honda cars 

 Family factors 

H2: Family factor has positive and significant impact on the purchasing decisions of Honda cars in PT. 

Megatama Mandiri. 

Conclusion: The value sig. 0.000 > 0.05, so partially, family factors influence the purchasing decisions 

of Honda cars in PT. Megatama Mandiri, It means that the family has a great influence in this research 

when consumers decide to buy a  Honda car. 

 

F-test (Simultaneous) Test Results 
F test is used to test the effect of each independent variable that influence purchasing decisions 

simultaneously. This test using significance level of 5% or 0:05. From the results of calculations using 

SPSS, the obtained results are as shown in Table 9 below: 
 

Table 9. F-test (Simultaneous) 
ANOVAa 

Model 

Sum of 

Squares df mean Square F Sig. 

1 Regression 3586.663 2 1793.331 245 444 , 000b 

residual 708 727 97 7.306   

Total 4295.390 99    

a. Dependent Variable: purchase decision 

b. Predictors: (Constant), Family, Brand Equity 

 

Based on the above table it can be Analyzed as follows: 

a. Hypothesis 

 H3: Brand equity and family factors affect the purchase decisions of Honda cars in PT. Megatama 

Mandiri simultaneously.  

 H0: Brand equity and family factors does not influence the purchasing decisions of Honda cars in 

PT. Megatama Mandiri simultaneously. 

b. Conclusion 

 Because sig 0.000 > 0.05 is equal to 0.000 > 0.05 then Ho is rejected, Ha accepted. It can be stated 

that the brand equity and family factors simultaneously influence the purchasing decisions of 

Honda cars in PT. Megatama Mandiri. 

 

 

CONCLUSION 
 

Based on the discussion described, brand equity and family factors have  influence on purchase 

decision of Honda cars at PT. Megatama Mandiri, Bekasi partially and simultaneously. 
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ABSTRACT 
Application of modern CRM as a kind of business intelligence successfuly become another resources 

 factor which can improving company performance. The company's observed performance are 

financial performance, marketing performance, and operational performance. This study used 

literature review analyzing and elaborating the results of literture, books, and previous research. This 

research using literature review method and analyzed 14 previous journal, supported by some of 

literature and books. Based on the result of study, utilization of CRM implementation effectively and 

efficiently will increase companies performance in significant, specifically in financial, marketing, or 

operational performance. From all previous journal observed, the most dominant journal is about 

significant effect of CRM on marketing and financial performance.  

 
Keyword: CRM, financial performance, marketing performance, operational performance 

JEL Code : M31, M39 

 

INTRODUCTION AND RESEARCH PROBLEM 

According to Habul, Aida et al (2010), appliance of CRM combined with business intelligence 

helped companies to raise customers loyalty by provides more detail and complete customer 

information which is useful in making a more precision of business and marketing decisions. The CRM 

with BI system could provide a holistic approach to customers, help the management to respond 

customers and serve them better, also scale up the performance, more specific is in sales. This function 

shows us that in modern business, CRM couldn't considered separately from Business Intelligence, it's 

a part of BI.  

Taneja (2015) done a study research with the result that CRM provides more detail information 

about the transactions nature which is useful to serve better so the company can reach new buyers and 

manage relationship with loyal customers. By improving the service quality and system, the company 

can make customers satify whilst they improve performance, specifically profitability. This system is 

like a tool of business intelligence which is shifting from a product-oriented model to a customer-

oriented Model. The CRM system which can help management in predicting customer behavior for a 

better strategy was actually applied the business intelligence in it, so CRM just like business 

intelligence itself. 

The intention of this research is to explain  the impact of CRM on company performance in three 

segments. These drive the following research questions: Is there impact of CRM on company 

performance? Is there impact of CRM on financial performance, marketing performance, and operating 

performance? 

 

METHODS 
 

In order to fulfill the objective of this research to explain  the impact of CRM on company 

performance in three segments, an extensive review of literature was carried out. Some international 

databases were selected as the major source of data comprising article related to CRM. These databases 

were chosen as they embody extensive literary coverage on various issues related to marketing and the 

mailto:alawiyahismi.a@gmail.com
mailto:putri.n.humairoh@gmail.com
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areas of business. 22 previous journals  were selected consisting of empirical and non-empirical 

studies. This research analyzes previous sets of journals, which discuss the impact of CRM on company 

performance. Then,  its observed which performance is most significantly affected by CRM 

 

RESULTS AND FINDINGS 

 
Financial Performance 

 

From the literature review, the result from this research showed that CRM has impact on 

financial performance in significant was confirmed in seven journal. Based on Mozaheb (2015), CRM 

proved can helps company to understand customer deeper, improve their service and make a better 

innovation because they maximize technology in maintain relationship with the customers. This implies 

customers tend to pay for the benefits they receive and be tolerant of increases in price, ultimately 

increasing the economic performance of the firm (Santouridis : 2015). As has been shown in the Gujrati 

(2016), price invested in CRM implementation will also return and improve ROI. Journal by Acker 

(2011) explained that  indicated CRM as a long term investment which will helps company increasing 

financial performance. 

 
Marketing Performance 

 

Based on the literature study, we analyzed and found that there are at least nine journals from 

eight authors that CRM is capable of significantly influencing operating management. Acker (2011) 

stated that that in the mature stage, CRM implementation can helps doing marketing work faster with 

specialization in social sales, social service, or social marketing. Shafique et al (2015) said that CRM 

helps to gain competitive advantage and high market share by retention of existing and attracting new 

customers. Mozaheb (2015) stated that customer information gathering steps for a sharper and more 

precise business plan also support the results of a significant CRM effect on the marketing 

performance. Based on Vahdati et al. (2014), CRM strategies in banks and financial institutions have 

positive and meaning impact on relationship marketing and then leads to increase the effect on business 

performance. According to Kim (2012), CRM impacts to improve the employees' efforts and a 

company which focus on it can excel in the implementation of customer acquisition and retention 

strategies. Gujrati (2016) told that in the current economy condition, the most innovative companies are 

those who use Business Intelligence techniques to meet the needs and wants of customers, so that they 

can survive, even compete with innovation in this competitive environment. In this case, customer-

driven business intellectual is CRM could affect marketing performance significantly.Namjoyan et al 

(2013) said that In CRM implementation, data collecting for customer categorizion is important to 

understand sales potentials and maintain relationship with costumers, moreover make them loyal 

because CRM modeling helps employees understand all customer needs and wants, so the companies 

can serve the best service. Mohamad, S.H. et al. (2014) in their both journals CRM has impact on 

marketing performance significantly. The traditional way of marketing in increasing retention of 

customer needs high cost, yet a proper CRM implementation could solve this problem. Periodic 

measurement of a firm’s CRM could help managers track changes over time and make a better business 

decision. A good CRM application on company can increase the marketing performance, so as to 

achieve the firm success. 

 

Operating Performance 

 

After analyzing with the literature review, we also found at least three journals that support that 

CRM has a significant effect on operating performance. Mozaheb (2015) done a research stated that not 

only financial, yet operating performance also advance after applied the right system of CRM. Acker 

(2011) explained that for a long term investment, until it arrived in the mature stage, an integrate CRM 

factors could affect operating performance significantly. Last, Jain (2016) said that there is an impact 

of online CRM practices on company's productivity and customer retention. CRM as the practice of 
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analyzing and utilizing marketing databases and leveraging communication technologies to determine 

corporate practices and methods will maximize the lifetime value of each individual customer. 

 

CONCLUSIONS AND IMPLICATIONS 

 
Implementation of CRM software in the industry important to collecting data and as an 

analyisis support. However, if CRM is not maximized, will only waste money. CRM management must 

be supported by the condition of the organization, starting with changing the organizational culture 

from a transactional view (focus on products and brands) became focus on the relational view, so the 

benefits CRM could impact for long term. From this research, CRM has positive and significant impact 

on financial performance was confirmed in journal by Acker (2011), Ang (2006), Gujrati (2016), 

Krishnnan (2014), Mozaheb (2015), Santouridis (2015), and Woodcock (2011).  CRM has positive and 

significant impact on marketing performance was confirmed in journal by Acker (2011), Gujrati 

(2016), Kim (2012), Mohamad (2014), Mozaheb (2015), Namjoyan (2013),Shafique (2015), and 

Vahdati (2014).  CRM has positive and significant impact on operating performance was confirmed in 

journal by Acker (2011), Jain (2016), and Mozaheb (2015). In short, from all the previous journal 

observed, CRM impact on marketing performance is the most dominant issue, then followed by CRM 

effect on financial performance 
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ABSTRACT 

 
E-CRM has an important role in addressing the challenges that exist in the e-commerce industry and 

certainly affect the success of e-commerce. One measure of the success of e-commerce is the customer 

satisfaction. The purpose of this study was to determine the factors that influence the achievement of 

satisfaction of existing customers in the industry e-commerce, Business to Consumer (B2C) in 

particular, so customer will be loyal. The researchers used meta-analysis to integrate the findings of 

previous studies. The meta-analysis method used is sourced from 25 journals previous studies from 

2006 to 2015. Based on the literature review, authors create a research model on these factors. The 

factors namely access to information, service, security and trust that significantly affect the 

achievement of customer satisfaction. The achievement of customer satisfaction will be improved the 

customer loyalty then will be impact on increased sales and profits of the company. The researches 

then discuss the findings of the integrated framework leading to theoretical and practical with 

implications for implementation in Indonesia and reviews directions for future research. In addition, 

researchers also suggested the e-commerce industry in Indonesia to implement the E-CRM strategy. 

 

Keywords: E-CRM, B2C E-commerce, Customer Behavior, Customer Satisfaction, Loyalty. 

JEL Code : M31, M39 

 

 

INTRODUCTION AND RESEARCH PROBLEM 

As We Know, The Development Of E-Commerce In Indonesia Is At A Creative Period. 

Development Of E-Commerce Industry, Would Not Be Separated From The Development Of The 

Internet. Based On Survey Results Of The Asosiasi Penyelenggara Jasa Internet Indonesia (Apjii) In 

2016 Reported That Internet Users In Indonesia Reached 132.7 Million People Or Half Of The 256.2 

Million People Who Are The Population In Indonesia (Www.Apjii.Or.Id). This Is In Line With The 

Increasing Number Of E-Commerce Players In Indonesia Which Reached 26.2 Million People In 

September 2016 Or Increased 17% In The Last 10 Years (Www.Bps.Go.Id). To Encourage The 

Expansion And Improvement Of Economic Activities Of People In Indonesia Efficiently, Can Be 

Connected Globally And Lead Indonesia To The Digital Economy. President Of Indonesia, Joko 

Widodo And Indonesian Government Issued A Roadmap Of E-Commerce On 10 November 2016 

(Www.Kemenkeu.Go.Id).  
 

With Increasingly Fierce Competition, E-Commerce Entrepreneurs Must Improve And Choose 

The Right Strategy, Which Is Choosing To Attract New Customersor And Maintaining Existing 

Customer Loyalty. Establishing Relationships To Retain Existing Customers Is The Key To The 

Answer To Today’s Marketing Problems Called Relationship Marketing That Is More Devoted To 

Customer Relationship Marketing (Crm) Strategies (Ahmed, Et Al, 2014). However, Today Crm Has 

Evolved Into E-Crm (Ahmed, Et Al, 2015). E-Crm Mengacu Pada Aplikasi E-Commerce Menggunakan 

Aplikasi Internet Dan Web Untuk Mengelola Pelanggan (Ratnasingam, 2008).  In Addition, 

Application Of E-Crm Allows The Company To Understand The Customer Behavior Thus Allowing 

Effective Marketing (Ahmed, Et Al, 2015). Have Long-Term Relationships With Customers Are The 

mailto:malichaaz@gmail.com1
mailto:trisna.nugraha.p@gmail.com2
http://www.apjii.or.id/
http://www.bps.go.id/
http://www.kemenkeu.go.id/
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Key To Stability In An Increasingly Dynamic Market (Azila And Mohd, 2011). In Addition, 

Companies Need To Deliver More Value To Customers Than Those Offered By Competitors So That 

It Will Provide Customer Satisfaction. In Response To These Challenges, It Is Necessary To Implement 

E-Crm That Can Help Meet The Needs Desired By The E-Commerce Industry. 

 

 

METHODS 

 
This Journal Uses Meta-Analysis Method To İntegrate The Findings Of Previous Studies. The 

Meta-Analysis Method Used İs Sourced From 25 Journals Previous Studies From 2006 To 2016. Based 

On Research Of Significant Findings, In Outline Authors Took Four Significant Factors In This 

Discussion Theme. These Factors Are Part Of Customer Behavior, Namely Access To Information, 

Service, Security And Trust. By Implementing E-Crm, Company Can Understand Customer Behavior 

Better, So That It Can Simplify To Determine The Company’s Strategy And To Develop Stronger 

Relationships With Them, Because Good Customer Relationships Are At The Heart Of Business 

Success. If The Company Implements A System Of E-Crm Correctly, This Will Bring Benefits To The 

Company, Such As Increasing Customer Satisfaction And Loyalty So That In The Long Term 

Corporate Profits Will Increase. Implementation Of E-Crm Can Be Applied Not Only In Large 

Ecommerce Companies, But Also Small Companies Or An Organization. 

 

RESULTS AND FINDINGS 

 
In A Study Conducted By Alhaiou, Zahir And Maged (2009) Stated That There Are Stages In E-

Commerce Transactions, I,E., Pre-Purchase, At Purchase And Post-Purchase. Previous Research 

Reveals That Customer Loyalty Begins With Customer Satisfaction. The Satisfaction Can Be 

Illustrated By Several Factors Such As Access Of Information, Service, Security And Trust.  

According To Mital (2013), Karami, Et Al (2013), Alavi, Vandana And Yajulu (2011) As Well As 

Saini And Sushil (2015) Stated There Is A Significant Relationship And A Positive Correlation 

Between Comfort And Customers Satisfaction Toward Online Shopping. Convenience Refers To The 

Extent To Which A Customer Feels That The Web Site Is Simple, Intuitive, And User Friendly, 

Including Easy Access To Information So That Customers Feel Confident To Make A Transaction On 

The E-Commerce. According To Alhaiou, Zahir And Maged (2009), Jirehbandei And Alireza (2011) 

And Ratnasingan (2008) Stated That  The Service Provided By The Company To The Customer Will 

Affect The High Customer Satisfaction. According To Saini And Sushil (2015), Alhaiou, Zahir And 

Maged (2009) And Liu And Weijun (2007) Stated That There Is A Positive Correlation Between The 

Security And Customer Satisfaction. The Secure Transactions Will Have An Effect On Consumer’s 

Satisfaction. From Previous Research, Saini And Sushil (2015), Karami, Et Al (2013) And Talhat, 

Zahir And Maged (2009) Provide The Results That There Is Significant Relationship And A Strong 

Positive Correlation Between Trust And Customers Satisfaction Toward Online Shopping. Of These 

Four Factors Provide Positive Results In Improving Customer Satisfaction. With Increasing Customer 

Satisfaction Will Maximize Customer Lifetime Value (Mogharabi, Leila And Amir, 2014). In A Study 

Conducted By Alhaiou, Et Al (2009) Revealed A Positive Relationship Between Customer Satisfaction 

And Loyalty That Has Found Significant Results In Several Studies (Anderson And Srinivasan, 2003; 

Park And Kim, 2003; Rodgers Et Al., 2005). Moreover, Azila And Noor (2011) Demonstrated That 

Satisfaction May Lead To Customer Retention, Customer Loyalty, Lower Customer Switching Costs 

And Higher Income And Profitability. Usually Loyal Customers Have A Positive Attitude Towards The 

Service Provider And Less Tendency To Switch Provider. In Turn Loyal Customer Has A Positive 

Effect On A Company's Profit And Competitive. 
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CONCLUSIONS AND IMPLICATIONS 

 
E-Crm Has An Important Role In Addressing The Challenges That Exist In The E-Commerce 

Industry And Certainly Affect The Success Of E-Commerce. In The Industrialized World The 

Competition Is Increasingly Competitive, Customer Satisfaction Is An Important Factor That Must Be 

Considered By The E-Commerce This Is Due To Attract New Customers Is More Expensive Than 

Maintaining Existing Customers. E-Crm Is Making E-Commerce Become More Dynamic And 

Interactive, Allowing Companies To Use Information To Communicate Better With Customers. In 

Addition, Company Will Be Known About The Behavior Of Customers In The E-Commerce, So As To 

Establish Closer Relationships With Customers. 
 

The Result Of This Research That There Are Four Influencing Factorsin The Customer Area 

Behavior Can Affect To Customer Satisfaction The Factors Namely Access To Information, Services, 

Security And Trust. Customers Who Are Feel Comfortable In The Transaction Will Be Felt Satisfied 

And Will Be Loyal As Well As Do Not Want To Move To Other E-Commerce. This Will Make The 

Customer Make Repeat Purchases And Provide Benefits For The Company With Increased Levels Of 

Sales And Profitability. 
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ABSTRACT 

 

The purpose of this study was to determine the effect of the implementation of  E-Commerce 

which includes competence (X1) and Commerce (X2) of the Business Development Smal 

Medium Enterprises (SMEs). The sample in this research is 40 SMEs business actor in 

Palembang City. Data collection techniques using questionnaires (questionnaires) that have 

been tested try first by using the validity test and reliability test. The data analysis technique 

used is the classical assumption (normality test, multicollinearity, heteroscedasticity test, 

autocorrelation test and linearity test), multiple linear regression, correlation coefficient, 

determination coefficient, t test and F test where researchers using SPSS version 22 . 

Regression analysis derive the equation: Y = -1.506 + 0.360 X1 + 0.564 X2, which means Smal 

Medium Enterprises Development Enterprises (SMEs) are influenced by competence (X1) and 

Commerce (X2). Regression analysis also obtain the value of the correlation coefficient (R = 

0.865) or at (86.5%) and the coefficient of determination (R2 = 0.749) or at (74.9%). This 

means that (74.9%) employee performance variable is influenced by conceptual skill variable 

and work experience. The remainder of (25.1%) is explained by other variables, such as 

government support, logistics. The conclusion is: competence (X1) and Commerce (X2) are 

jointly significant effect on the business development of SMEs in Palembang. This is evident 

from the results of the F test that obtained F test of 40.258 received at the level of significance 

0.000 

 

Keyword : Small Medium Enterprises, E-Commerce, Competency, Commerce, Development  

JEL Codes:   M31 

 

INTRODUCTION 

 Small and Medium Enterprises (SMEs) as one of the actors in the industrial sector, is 

the backbone of the Indonesian economy and has contributed more than half of Gross Domestic 

Product Indonesia. The micro sector accounts for about 36% of Gross Domestic Product, 10% 

of the small sector, and 14% of the medium sector. Therefore, the growth and development of 

Micro Small Medium Enterprises is very important for the Indonesian economy. 
 Central Bureau of Statistics (BPS) of Palembang City, predicted the growth of Small and 

Medium Enterprises (SMEs) in this year to increase up to 100 percent or reach 400 thousand actors of 

SMEs, from 200 thousand based on data from 2006 

 The development of Small and Medium Enterprises that is increasing in terms of 

quantity, must be balanced by the improvement of the quality of Small and Medium Enterprises 

themselves. The problem faced by Small and Medium Enterprises is the low productivity, 

which is due to the low quality of human resources in management, organization, marketing 
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and technology and faced with rapid development of economic globalization and technological 

progress that increasingly rapidly. 

 Unfortunately, currently only 40 percent of small and medium enterprises (SMEs) in 

South Sumatera use digital marketing. 40 percent of SMEs who use digital marketing are those 

who already understand IT, already understand how to make emails, using social media and so 

forth. While the rest, 60 percent of SMEs who market products conventionally. From Total 

there are about 500 thousand Small and Medium Enterprises. 

 Utilizing information technology in running a business or commonly known as e-

commerce for small companies can provide flexibility in production, enabling faster delivery of 

subscribers to software products, delivering and receiving offers quickly and sparingly, and 

supporting paperless fast transactions . Utilization of the internet allows SMEs to do marketing 

with the aim of the global market, so the opportunity to penetrate the export is very possible. 

The need for Digital technology is also encouraged because Indonesia has a very high growth of 

digital users, which is a huge potential that SMEs can use as a medium to target the market. Of 

the total population of 259 million, internet users in Indonesia have reached the number 88 

million or about 34% of the population of Indonesia (We Are Social, 2016) 

 Fatimah (1999) emphasizes that marketing is one of the scope to be considered in 

electronic commerce applications in a business. Because with marketing is a connectivity and 

role as a translator of consumer desire for a product. Currently marketing is in a hypermedia 

(hypermedia-computer-mediated environment) that works interactively and is connected to 

replace the traditional system of negotiation and communication activities. In addition, 

marketing through the concept of electronic commerce is considered more aktraktif and flexible 

than the traditional system. This is due to the flexibility of renewal of new products, product-

related information and direct feedback from consumers (O'Brien, 2005). Not only that, this 

flexibility also includes world-wide business accessibility during the 24 hours (Hagel and 

lannsing, 1994). 

 Currently, in Palembang there are two SMEs Digital villages, there are SMEs Digital 

Crackers, and SMEs Digital Village in Tuan Kentang Palembang known as the center of tajung 

weaving and jumputan crafts 

 

Problems 
a. How  much influence from the implementation of e commerce on the development of small and  

medium enterprises in the city of Palembang? 

b. What factors are the support and obstacles of small and medium business actors using e-commerce 

technology in running their business activities 

  

 

LITERATURE REVIEW 
 The word enterprise has been used in a range of contexts and meanings (Bridge, O’Neill & 

Cromie 2003). Salminen (2000) describes an enterprise as a controlled system consisting of a detector, 

a selector and an effector. The detector is the function by which a system acquires information about its 

environment, which is then used as the basis of the selection of a behavioral response by the selector. 

Finally, the behavior is executed by the effector. The measurement system of an enterprise gathers 

information about the changes in both the environment and the performance of the enterprise. This 

information is then used together with the values and the preferences of the enterprise and its 

management to produce decisions about the required actions. As a result, the outputs of the enterprise – 

the products, the services, the operational performance and the financial performance - are changed. 

Firm performance refers to the firm’s success in the market, which may have different outcomes. Firm 

performance is a focal phenomenon in business studies. However, it is also a complex and 

multidimensional phenomenon. Performance can be characterized as the firm’s ability to create 

acceptable outcomes and actions. Success, in general, relates to the achievement of goals and objectives 

in whatever sector of human life. In business life, success is a key term in the field of management, 
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although it is not always explicitly stated. Success and failure can be interpreted as measures of good or 

indifferent management. In business studies, the concept of success is often used to refer to a firm’s 

financial performance. However, there is no universally accepted definition of success, and business 

success has been interpreted in many ways (Foley & Green 1989). There are at least two important 

dimensions of success: 1) financial vs. other success; and 2) short- vs. long-term success. Hence, 

success can have different forms, e.g. survival, profit; return on investment, sales growth, number of 

employed, happiness, reputation, and so on. In other words, success can be seen to have different 

meanings by different people. In spite of these differences, people generally seem to have a similar idea 

of the phenomenon, i.e. of what kind of business is successful. 

 

1. The Definition of Small Medium Enterprises in Indonesia 

 The definition of small and medium sized enterprise (SME) varies. Because of the diversity of 

small business, every simple definition is subject to criticism. The division of scale of existing 

businesses in Indonesia is currently seen from the amount of turnover and assets owned within a period 

of one year. The classification of Micro, Small and Medium Enterprises has been regulated in Law No. 

20 of 2008, with classification in accordance with the following data: 1. Micro Enterprises are: ¸A 

maximum set of 50 Million IDR /year or; ¸Overset 300 Million IDR/ year maximum. 2. Small Business 

is: ¸Asset between 50 - 500 Million IDR / year or; ¸Overset 300 Million IDR -2.5 Billion IDR/ year. 3. 

Medium Business is: ¸Asset 500 Million IDR -10 Billion IDR / Year or; ¸Overset 2.5 Billion IDR - 50 

Billion IDR / Year 

 

2.  Factors affecting business success of SMEs  

 There is considerable variation in the criteria for success used in previous studies. Empirical 

studies of factors affecting SME success can be roughly divided into two groups according to whether 

they focus on a quite limited set of variables or try to capture more holistic profiles of successful 

SMEs. Previous empirical research has used both surveys and case studies. There are also some 

compilations of the results of previous studies of the factors contributing to firm success. For instance, 

Storey (1994) has compiled the results of previous studies focused on the birth, growth and death of 

small firms, on the basis of which he presents some normative “dos and don’ts” lessons for small firms. 

Md. Aminul Islam, Ezaz mian and Muhammad Hasmat Ali (2008) in their study of SMEs in 

Bangladesh found that products and services, the way of doing business, management know-how and, 

external environment are most significant factors in determining the business success of SMEs. The 

following recent studies based on surveys have dealt with the factors affecting SME success. Nurul 

Indarti and Marja Langenberg (2005) identified key components to be important in analyzing the 

business success of SMEs which includes the characteristics of the entrepreneurs; the characteristics of 

the SMEs; and the contextual elements of SME development. Westhead (1995) studied factors 

influencing the survival of 227 high-technology small firms. Ghosh and Kwan (1996) made a cross 

national intersectoral study of the key success factors of 152 SMEs in Singapore and 164 SMEs in 

Australia. Kauranen (1996) carried out a follow-up study of 37 new manufacturing firms in Finland and 

studied the determinants of the future success of the firm in the short term and in the long term. Yusuf 

(1995) explored critical success factors for small firms in several industry sectors based on the 

perceptions of 220 South Pacific entrepreneurs. Wijewardena and Cooray (1996) explored the 

importance of a set of success factors by studying a sample of 300 small manufacturing firms in Japan. 

Gadenne (1998) investigated the effect of various management practices on small firm performance by 

studying 369 small businesses in the retail, service, and manufacturing industry in Australia. Bracker 

and Pearson (1986) studied planning and financial performance of small mature firms in the dry 

cleaning business. Baker et al. (1993) studied planning in successful high-growth small firms. Pelham 

(2000) explored the relationship between market orientation and the performance of manufacturing 

SMEs in eight industry sectors. Based on the findings of earlier research, the factors affecting SME 

business success were classified into the following categories: (1) an entrepreneur Characteristics 

(Kristiansen, Furuholt, & Wahid, 2003; and Rutherford & Oswald, 2000), (2) characteristic of SME 

(Kristiansen, Furuholt, & Wahid; 2003), (3) management and know-how (Swierczek & Ha, 2003), (4) 

products and services (Wiklund 1998; and Hitt & Ireland 2000). (5) customers and markets (William, 

James, & Susan; 2005), (6) the way of doing business and cooperation (Hitt & Ireland 2000; and Jarillo 

1988). (7) resources and finance (Swierczek & Ha, 2003; and Kristiansen, Furuholt & Wahid, 2003). 



    Gunadarma University – Campus L2, July 25th-26 th  201 

ISBN: 978-602-9438-80-2    Proceeding UG Economic Faculty-International Conference 

446 Maulana 

 

(8) strategy (McMahon, 2001), (9) external environment (Huggins, 2000; and Nurul Indarti & Marja 

Langenberg, 2005); and (10) internet (Henriette Hesselmann, Comcare, and Peter Bangs; 2002). 

However only 6 factors namely Characteristics of SMEs, Management and know-how, Products and 

Services, The Way of Doing Business and Cooperation, Resources and Finance and External 

Environment were considered for the theoretical framework of this study based on suitability with the 

Malaysian context. Therefore, Business success is the dependent variable and independent variables 

are: characteristic of entrepreneur and SMEs, management and know-how, products and services, the 

way of doing business and cooperation, resources and finance, and external environment. 

                                                     

RESEARCH METHODOLOGY  
 SMEs Development is the dependent variable and independent variables are: Human 

Competence of SMEs and Commerce. A self-designed questionnaire was used to gather the research 

data. The questionnaire consisted of three parts. The first part comprised of demographic, 

characteristic, and profile information of the respondents. The respondents were asked to rank 

statements on contextual condition related to each success factor faced by the respondents in the second 

part. This part consisted of 40 questions which were intended to measure factors of business success, 

using 5-point liker scale 

 

 
RESULT AND DISCUSSION 
 Multiple linear regression is used to test the influence of a dependent variable (ie boundary) 

that is the development of SMEs with independent variables (ie E-Commerce Implementation) which is 

formed from 2 variables namely Human Resource Competence (X1) and Marketing (X2) itself 

Displayed in the form of regression equation. Results of data processing with the SPSS program can be 

known results as follows: 

 

Table 1. Results of Multiple Regression Calculations 

 

Source: Results of Data Processing, 2017. SPSS 22 

 

 Based on the above calculation, then obtained the value b1 = 0.360, b2 = 0.564 and the value 

of a = -1.506 to form a multiple linear regression equation 

 Y = -1,506 + 0,360 X1 + 0,564 X2. The meaning of the persuasion is that the value of the constant (a) 

of -1.506 means that if there is no increase in competence and commerce variables then the 

development of SMEs will menururn equal to -1.506, while the value of regression coefficient (b1) of 

0.360 this means every increase of one unit variable Competence while the fixed Commerce variable 

will increase the development of SMEs by 0.360 units. Then the value of the regression coefficient (b2) 

of 0.564 means that every increase of one unit of Commerce variables while the fixed Competence 

variable will increase the development of SMEs of 0.564 units. 

 

Coefficient of Correlation and Determination 

To know the strength of SMEs and Commerce Competence relationship to SMEs Development in 

Palembang City is to enter the value to the formula of correlation coefficient and determination by 

using SPSS as follows: 
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Table 2. Results of Correlation Coefficient and Determination Calculations 

 
Source: Results of Data Processing, 2017. SPSS 22 

 

 From the calculation of correlation and determination above, it can be seen that the 

correlation coefficient of RSquares = 0.865. This means that the relationship of Competence (X1) and 

Commerce (X2) to SMEs (Y) Business Development in Palembang City is very strong and 

unidirectional. While the coefficient of determination of R = 0.749, means that the contribution of 

Competence (X1) and Commerce (X2) to SMEs (Y) Development in Palembang City is 74.9.0%, while 

the remaining 25.1.0% is influenced by other factors such as logistics and government support . 

 

F Test 

 To know whether Competence (X1) and Commerce (X2) have significant effect to SMEs (Y) 

Business Development in Palembang City, F test using SPSS result is as follows. 

 

Table 3. F Test Calculation Result  

 
Source: Results of Data Processing, 2017. SPSS 22 

 

 F test is performed to see the effect of the independent variable on the dependent variable 

together. Based on the recapitulation of multiple linear regression test, obtained Fcount obtained 

40.248> Ftable = 3.25 Based on the results of data processing known fcount value of 40.248 with a 

significance level of 0.000. This shows that together independent variable Competence (X1) and 

Commerce (X2) have a significant effect on SMEs (Y) Development in Palembang City. 

 SMEs problems, especially related to competence, commerce, and logistics can be solved by 

adopting information and communication technology or digital by utilizing various application services 

which is possible to facilitate the business process done. Penetration of adoption of digital technology 

of SMEs Indonesia is currently very low and only reaches 0.5% lower than Philippines (1.5%) and 

India (2.1%). Digital technology is also seen to increase the revenue growth of SMEs by 80% 

(Rudiantara, 2015). For that solution to digital is considered very important for SMEs. 

 

CONCLUSIONS 
 Regression analysis derive the equation: Y = -1.506 + 0.360 X1 + 0.564 X2, which means 

Smal Medium Enterprises Development Enterprises (SMEs) are influenced by competence (X1) and 

Commerce (X2). Regression analysis also obtain the value of the correlation coefficient (R = 0.865) or 

at (86.5%) and the coefficient of determination (R2 = 0.749) or at (74.9%). This means that (74.9%) 

employee performance variable is influenced by conceptual skill variable and work experience. The 

remainder of (25.1%) is explained by other variables, such as government support, logistics. The 

conclusion is: competence (X1) and Commerce (X2) are jointly significant effect on the business 
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development of SMEs in Palembang. This is evident from the results of the F test that obtained F test of 

40.258 received at the level of significance 0.000 

 SMEs problems, especially related to competence and commerce, can be solved by adopting 

information and communication technology or digital by utilizing various application services which is 

possible to facilitate the business process done. Penetration of adoption of digital technology of SMEs 

Indonesia is currently very low and only reaches 0.5% lower than Philippines (1.5%) and India (2.1%). 

Digital technology is also seen to increase the revenue growth of SMEs by 80%. For that solution to 

digital is considered very important for SMEs. 

 The role of government is needed in order to assist the development of SMEs business 

especially Palembang City Government. Support can be in the form of providing continuous coaching, 

helping SMEs business promotion activities to be widely known both at regional and international 

level. 
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ABSTRACT 
 This study aims to reveal the impact of digital marketing management on start - up. Research 

is a case study in an effort to show how exactly digital marketing impacts on start-ups. 

 This research is a qualitative research with etnometodology approach. The research was 

conducted by direct observation and in-depth interviews on the new entrepreneurial community that 

became the vendor in the start-up of e-commerce at the Faculty of Economics, University of Nusantara 

PGRI Kediri. Informants selected with criterion 5R. Observation itself is done at the time of 

transaction use of digital marketing application next open interview to reveal the impact of 

management of digital marketing. 

 The results of these observations and in-depth interviews in this study indicate that the 

management impact of digital marketing on start-up does increase start-up income but because of the 

environment, trial and error experience, the lack of ability to provide content and respond quickly to 

content that has been provided makes New entrepreneurs (start-up) have not gained the most from the 

management of digital marketing. 

 

Keywords: Digital Marketing, Startup, Ecommerce 

JEL Codes:  M31 

 

INTRODUCTION 
  
 Based on a survey conducted by the Association of Internet Service Providers Indonesia the 

growth of internet users in Indonesia ranks the world -6 with 102 million Internet users. Many factors 

that affect the development of the internet today include information technology infrastructure that 

provides comprehensive and fast internet access. 

 The phenomenon of internet users stretching for ever increasing trade prompted the emergence 

of new businesses that are now widely said to be "start up business". Ries (2011) explains that start up 

is a newly established business and still in development stage and research to find the market potential 

and all pertained in the field of technology and information business. According to the online 

dictionary cambridge.org, start-up is a small business that has just been started. The new small business 

started. Meanwhile, according to business dictionary is the initial stage of a company where 

entrepreneurs move from the stage of business ideas, financing, laying the foundation of business 

structure and then start a business. Some people interpret startup (start-up) is a new company started by 

utilizing technology, especially internet technology. Penetration and Internet effects not only facilitate, 

pamper people in communicating and interacting. But also helped nourish new industries in the digital 

field. Internet has led to new businesses with their respective markets (Hasanudin et al, 2011: 308). 

 Some of the characteristics of startup companies are: (1) The company's age is less than 3 

years. (2) Number of employees less than 20 persons. (3) Revenue is less than $ 100,000 / year. (4) Still 

in the developing stage. (5) Products made in the form of applications in digital form. (6) Usually 

operate through the website. 

 From these characteristics it may appear that start-up is more inclined to companies engaged in 

technology and the web. But in fact it is like that, now the development of a company that is commonly 

labeled Start-up name is a company that deals with the world tekno and online. The development of 

Start-up in Indonesia can be said quite rapidly encouraging. Every year even every month many 

founder-founder (owner) New start-ups appear. According to dailysocial.net, there are currently at least 
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more than 1500 local Start-ups in Indonesia. The potential of Indonesian internet users who are 

increasing from year to year is certainly a wetland to establish a Start-up. According to Rama 

Mamuaya, CEO of dailysocial.net, Start-up in Indonesia is classified into three groups: Start-up game 

creator, Start-up educational app and Start-up trade such as e-commerce and information. 

 Based on data from startuprangking.com startup site e-commerce in Indonesia which is popular 

among others are Tokopedia, Bukalapak, Blibli, Traveloka, Elevenia, Blanja.com, Zalora. Of the many 

start-up e-commerce is still there are indications not yet maximize the existing vendors. Some vendors 

who enter the start-up of e-commerce is still not getting the most results, so the vendors who are still a 

student and entrepreneurs new indication has not been able to maximum in its business. This is 

apparent in the initial survey by the authors on the new entrepreneurs who are also students and alumni 

of the faculty of economics, University of Nusantara PGRI Kediri who have not maximized his 

business. 

 What is interesting is that some research suggests that there is an effect of digital marketing 

marketing systems on increasing sales volume as Prediai (2017) has examined, then why there are still 

unsuccessful business vendors. 

 

Research focus 

 The focus of this research is how to reveal the impact of digital marketing management felt by 

the new entrepreneurs who are students and alumni of UNPGRI Kediri economics faculty and any 

factors that cause the results of management of digital marketing has not been maximized. 

 

Research purposes 

 This research is expected to be able to reveal the impact of the management of digital 

marketing and identify the causes of the results of the management of digital marketing has not been 

maximal so that later also can develop effective marketing management materials. 

 

LITERATURE REVIEW  

 
1.   Marketing Management in the Digital Age 

Online media marketing is gaining in popularity with the increasing popularity of internet 

usage. Before the existence of online media marketing, marketing activities require a lot of money. As a 

result, small or newly grown companies are not able to optimize marketing activities (Lasmadiarta, 

2010: 3). Online media marketing communication strategy is to conduct marketing activities by using 

all facilities provided by the internet with the aim of improving sales results and establish better 

communication to customers. Marketing with the Internet basically has the same concept, although 

using different means. Therefore, marketing activities are conducted based on market, product, website, 

traffic and credibility (Lasmadiarta, 2010: 9-19). There are a number of reasons from entrepreneurs, 

began to target the internet market: (1) Television viewers began to move to the internet. (2) The 

internet market uses advertisements that can be updated at any time with minimal cost. (3) The internet 

market can reach potential buyers in very large quantities in global terms. (4) The cost of online 

advertising is cheaper and can use the convergence of text, audio, graphics, and animation. (5) The 

Internet is growing rapidly interactively and able to target certain groups and or individuals. Currently 

targeted target market is internet users, so companies should focus on promoting via the internet 

(Salim, 2010: 183). 

Online media serves as a business promotion for both goods and services. The presence of 

social media supported by the power of the internet today has the potential to support the successful 

promotion of a business or product easily, quickly and cheaply, even without capital at all. Especially 

with the various facilities of various internet tools such as websites, blogs, social media and the nature 

of the global, real time and practical make business promotion activities will be more leverage. Some 

online media as a reliable promotional media for businesses include the following: (1) Facebook: The 

main page facebook should attract consumers and strive for potential customers to provide as much as 

possible. Furthermore, do not forget to recognize target customers by finding people who have an 

interest in facebook pages and focus on creating interesting content (2) Twitter: Some ways to 

maximize promotion and product marketing through twitter is to increase the number of followers, send 

tweets Regularly, promote the site regularly, determine the time of posting tweets, hire buzzers to 
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increase promotion, or with mutual promo of other online business twitter accounts. (3) Instagram: 

Hashtag is one of the great promotional powers if using instagram as a business medium. In addition, 

actively interacting with customers is also one of the tricks that can make customers pay attention. (4) 

Path: Daily beauty house is one business that complements their promotion by using Path. Path is a 

private form of Facebook and Twitter but it does not mean social media this one can not give you the 

opportunity to expand the network and market. (5) Kaskus: as a market place that is widely used to sell 

and considered as the most powerful social media to do business especially with the presence Buying 

and selling forum. (6) Google+: as an online business medium by filtering and organizing Gmail with 

Google+ Circles, creating interactions with Hangouts, editing documents together with colleagues, and 

also planning and organizing events. (7) Market Place: online business people can have their own store 

page and do promotional activities and product marketing. (8) Blogs: online businesses that use blogs 

also use SEO techniques to attract more customers. (9) Email Marketing: has considerable strength to 

conduct online promotions as it is a great source for sending promotional news up to the latest product 

offerings (10) Youtube, promoting business by uploading videos through personal accounts and 

selecting the right category for the type of business to promote, the title of the video should be 

interesting and contains many keywords that people use to increase the likelihood of appearing on the 

first page on Youtube When video search results are related to keywords out. 

Digital marketing is an effort to promote a brand by using digital media that can reach 

consumers in a timely, personal, and relevant way. The digital marketing tract includes many of the 

techniques and practices contained in the internet marketing category. With the Internet's non-

marketing dependence making the digital marketing field combine other key elements such as mobile 

phones, SMS (text messages sent via mobile phones), displaying banner ads, and digital outside. Digital 

marketing also combines psychological, humanist, anthropological, and technological factors that will 

become new media with large capacity, interactive, and multimedia. The result of a new era of 

interaction between producers, market intermediaries, and consumers. 

Digital marketing is being expanded to support corporate services and customer engagement. 

The key to digital marketing success: (1) Must pay attention to terms on AIDA (Awareness, Interest, 

Desire, and Action). (2) The market is a place of two-way communication. To get the communication 

brand must do positioning first, can through various media (Forum, blog, and others) and the most 

effective is through social networking. Rules in digital marketing: (1) Target one segment and create a 

virtual community. (2) Broaden the role of brands in portfolio globally. (3) Use creative prices. (4) 

Priority design for consumers. (5) Use adaptive experimentation. (6) rediscover marketing and 

modeling research as knowledge creation. 

Electronic commerce: electronic commerce or e-commerce is the dissemination, purchase, sale, 

marketing of goods and services through electronic systems such as internet or television, www, or 

other computer networks. E-commerce can involve the transfer of electronic funds, electronic data 

exchange, automated inventory management systems, and automated data collection systems. The 

information technology industry sees this e-commerce activity as an application and application of e-

business related to commercial transactions such as electronic funds transfer, SCM (supply chain 

management), e-marketing, Or online marketing, online transaction processing, electronic data 

interchange (EDI) etc. E-commerce is part of e-business, where the scope of e-business is wider, not 

just commerce but also includes collaboration of business partners, customer service, job vacancy etc. 

E-commerce is the buying, selling and marketing of goods and services through electronic systems 

(Wong, 2010). E-commerce commonly used is tokopedia, bukalapak, sophie, tokobagus, and others. In 

addition to www network technology, e-commerce also requires database technology or database 

(databases), e-mail (e-mail), and forms of technology Non other computers as well as goods delivery 

systems, and payment instruments for e-commerce. Some common applications related to e-commerce 

are: (1) E-mail and Messaging. (2) Content Management Systems. (3) Documents, spread sheets, 

databases. (4) Accounting and financial system. (5) Delivery and ordering information (6) Reporting 

information from clients and enterprise. (7) Domestic and international payment systems. (8) News 

group. (9) Online Shopping. (10) Conferencing. (11) Online Banking / internet Banking (12) Digital / 

Non-digital Products. (13) Online SEO. 

 

2.   Strategy to Reassure Online Clients 
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According to Wandanaya (2012: 12), having a mainstay product alone is not enough to invite 

potential customers to buy products, with the current competition, sellers often have to launch a 

strategy to influence customers. Here are some ways you can do: (1) Mastering product knowledge. (2) 

ensuring the target consumers. (3) Use an engaging style of language. (4) Write a full description of the 

benefits and benefits of the company's products. (5) Adding a variety of images or videos that lure 

consumer visuals. (6) Spectacular promotions. (7) Provide sales service professionally (8) Fast in 

responding to the consumer. 

                                                   

METHODOLOGY   

1.  Types of research 

This research is a qualitative research with etnometodology approach. Normatively, 

etnometodology can be defined as the study of "everyday activities asa members method for makng 

those same activities visibly - rational - and reportable - for - all - practical - purpose i.e. "Accountable" 

as the organisations of commonplace everyday activities ". Thus, the focus of ethnometodology studies 

is routine activity and refers to the daily activities of non-individual groups (Garfinkel in Kamayanti, 

2015). 

2.   Research Attendance 

In this study researchers who act as an etnometodologis directly become a participant observer 

in order to directly obtain the form of activity and merelasikannyirect with indexikalitas and reflexivity. 

3.  Location and Research Subject 

In this study the location of the research researched at the Faculty of Economics, University of 

Nusantara PGRI Kediri, which FE has many students and alumni who become entrepreneurs. The 

subjects in this study are students and alumni of economics faculty of Universitas Nusantara PGRI 

Kediri. 

4.   Informan Selection 

Informants in qualitative research is the most important aspect. Therefore, it is important to 

choose informants in accordance with the following criteria: 

a. Relevance 

 What is said relevance in this research means the informant is related to the problem under 

study. 

b. Recomendation 

 Here the informant was obtained on the recommendation of trusted people. 

c. Rapport 

 To dig deeper information, then as a researcher must ascertain whether the informant can be 

close to the researcher or not. 

d. Readiness 

 Informants in qualitative research should be absolutely sure to be ready to be interviewed. 

e. Reassurance 

 The informant who was taken actually spoke the truth. 

 

5.  Data Source 

Sources of data is one important part of the research. The importance of data to meet and assist 

a range of issues related to the research focus. Sources of data used in this study are primary and 

secondary data. Which data obtained from direct informants and to complete the data from informants, 

researchers also seek information in the form of documents - documents graphics, photographs, 

recordings, video. 

6.  Data Collection Procedures 

The process of collecting data in this study using several techniques include: 

a. Observation 

 In this observation the researchers conducted observations and systematic on the symptoms 

studied. Researchers made initial observations by gathering with the startup community. 

b. In-depth interview 

Interviews conducted by researchers in this study is a tool rechecking or verification of 

information or information obtained previously. This interview was conducted with the aim of 
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obtaining information with questions and answers face-to-face between the interviewer and the 

informant with or without interview guidelines, which in this case the interviewer and the 

informant can engage in a relatively long social life. 

c. Documentation 

In this research activity, researchers take data in the form of notes, drawings, agenda books, 

and so on digital marketing management at startup. 

 

 

STEP OF ANALYSIS AND CONCLUSION MAKING TECHNIQUES 
In studying the daily activities agreed with group members, Grafinkel establishes three stages 

of analysis: 

1. First stage: Indexicality Analysis 

This stage is the stage to find and understand the theme approved by the small business group. 

At this stage the researcher will create the index - the index of the theme through the 

expression and body language of the startup actor. 

2. The second stage: Reflexivity Analysis 

After the researcher observes and finds expression of indexicality, the author will 

examine the reflexivity of the expression. It will be displayed on the working paper as follows: 

 

Table 1. Common Understanding Search Paper 

Informant Informant Coversation Conversation informant 

(Interaction) Mutually 

Understanding (Implicit) 

on interaction 

1.Informan 1 

2. Informan 2 

3. etc 

1........... 

2........... 

1........... 

2.......... 

 

3. Third stage: Contextual Action Analysis 

The third stage of ethnomethodology studies in this study is to reveal the activities of a 

practical life that can be recognized (recognizable) and can be reported (visible). The crown of 

ethnomethodology research is an explanation of the regularity and interrelationship between 

the expression of the indexicality, the rationalization of the expression of indexicality and will 

end in an action of indexicality. This will look like the picture below: 

  

 
Figure 1. Order between expression and Indexkalitas action 

 

4.  Stage 4: Presentation of Common Sense Knowledge of Social Structures 

This research leads to an understanding of the pattern of social structure. From this 

etnometodologi we researchers will get a picture of the index that is done in everyday life and 

community agreement. From the results of this description, the understanding of index relations 

and reflexivity will reveal the action of formed indexikalitas. Eventually this understanding 

will lead to a common culture.So clearly what the impact of the management of digital 

marketing as well as what factors cause the results of management of digital marketing has not 

been maximized. 
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RESULTS AND DISCUSSION 

 
1. Business Management of data-driven products 

Digital marketing that focuses on the use of the internet requires the perpetrators can continue 

to provide data in digital form. The data has a quality content, in accordance with the character of the 

startup actor and the goods sold. Digital data relating to products promoted in digital marketing should 

still be packed with engaging language, engraved words can generate attraction, description of product 

comprehension in detail conveyed, visual product creation from the side of forms, engle taking, lighting 

is a basic need Which must be met from a digital data before the data is displayed in various online 

media. 

It is approved by "Mr.R" as a student incorporated in a new digital entrepreneurship 

community. In a casual conversation on campus, Mas R states "rich adventure bracelet gini, its lak sold 

online bu (while facing researchers) because its market share is so adventure community. But yes need 

the accuracy of the data, so I still handle their own manufacture of products and sales. If the motto can 

not be arbitrary should be good, write caption also must be detailed. Because it is important "that the 

product is a bracelet for this adventure if sold directly as in the exhibition the results are normal, more 

sales via online because of its market share community-community adventure. However, Mr.R added 

that the accuracy of the data to market the product is very important. Photo quality, product 

specification information is very important. 

Then Mr.W also added "yes really must be bu (justify the previous statement) because my hair 

grower oil has been ordered by outsiders as well, so I have to clever" which means that the product is a 

hair grower is also the case. So it should really know the specifications of its products and know how to 

string words and create interesting content. 

As expressed Purbo and Wahyudi (2001) which states that in the concept of e-commerce 

diwebsite work flow is as follows: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Picture 1 . E- Commerce Map (Source: Purbo dan Wahyudi,2001) 

 

From the picture above it is clear that online consumers directly deal with the website and 

conduct online transactions with private gateway, so it is important for the seller to always update the 

data. 

Based on Treacy and Wiersema research on 80 market leaders companies identified three 

disciplinary groups that can be used to win the competition are: operational excellence, Product 

Leadership and Familiarity with customers. This seems to need to be adopted by startups to become 

more competitive in the market. 

Online Costumer 

Internet 

Online trOnline 
Transaction Server 

Privat gateway 

Marchat Website 
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Based on the observations of the researchers also found that there are habits of the startup in 

this Community who have not focused in the management of this data-based business. This is evident 

from the absence of operational excellence itself. The startup itself realized that the impact of digital 

marketing is good to increase turnover but on the other hand the startup is also not yet able to 

operatively maximize the system. 

The startup is inexperienced with the content it creates and less quickly responds 

The startup claims that lack of experience in creating content that is interesting and not always 

standby smartphonenya so less quickly in responding to consumers. Moreover the startup is also still in 

college so as to adjust timing difficulties. Ms. A states that now I'm confused for the time bu because if 

the task of college a lot, I g can serve the consumer maximally. Who buys a lot but I can not serve and 

fulfill the demand. 

As for startup who have graduated from college, still often busy to look for another job with a 

certain salary so that the business that dirintisnya still considered as a side course. The above is 

corroborated by Mr. D that states that sometimes the content he made just roughing it. I still looking for 

office work. Because if the trade is still a risk if the goods do not sell. 

 

CONCLUSION 
 From the above findings it can be concluded that to be able to receive maximum results from 

the management of digital marketing, it takes concentration, experience to dare to try and fail, it needs 

the ability to create good content and also speed in responding consumers. 
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ABSTRACT 
Micro, Small and Medium Entrerprise (MSMEs) management is generally done conventionally, 

including in marketing the product, so that the product is not widely known and the sales is low. Along 

with advances in information technology, bringing impact on the development of MSMEs in Kediri, one 

of which is the use of information technology as a marketing tool or known as digital marketing. If 

originally products are marketed conventionally with limited market share, by utilizing digital 

marketing MSMEs can reach a wider market share with efficient cost. For that reason it is necessary to 

examine the impact of the use of digital marketing to the sales volume of MSMEs products in 

Kediri.The study was conducted on 30 MSMEs in Kediri who have done marketing through digital 

marketing. The study design was descriptive observational. Data were collected using structural 

interviews and in-depth interviews, then the data obtained were analyzed using descriptive statistics 

and qualitative analysis. The results showed that the use of digital marketing such as e-commerce 

(Tokopedia,Bukalapak, Tokobagus) and social media (Facebook, Instagram, WhatsApp, Line, Youtube) 

made a real contribution in increasing the sales volume of MSMEs in Kediri. 

 

Keywords: Digital Marketing, Sales Volume, MSMEs 

JEL Codes:  M31 

 

INTRODUCTION 
  Marketing is the key to business. No matter how good the product is produced, in the absence 

of effective marketing, the product is unknown to the public, so the sales volume is low and can not 

provide the maximum profit for the company. There are two marketing systems that can be done by the 

business, namely the traditional system and digital system. Traditional marketing systems are now 

beginning to be abandoned by modern business actors and replaced with digital marketing systems, as 

digital marketing systems have more extensive and cost-efficient marketing coverage. 

Businesses in Indonesia 99% are MSMEs, and only 1% of large enterprises. The existence of 

MSMEs proved to give a real contribution to Indonesian economy, for example in terms of providing 

employment and contribution to Product Domestic Brutto. The existence of MSMEs as the backbone of 

the Indonesian economy is expected to provide a deeper role in improving the nation's economy, 

despite the fact that currently MSMEs in general still have weaknesses that cause development is still 

not optimal, such as low human resources, poor product quality, less in mastery technology. 

Business actors including MSMEs should follow the development of technology and 

information, one of them is to understand about digital marketing and try to apply it as part of 

marketing activities. This can be understood, because of the higher development of information 

technology and the level of community dependence on the use of smart phones and other digital 

devices. For that it is a necessity that every business must have to do digital marketing to be able to 

compete in the global and digital era. 

The result of the survey of Internet Users Association of Indonesia (APJII), in 2014 the number 

of internet users in Indonesia as many as 88 million people, in 2015 to 112 million and in 2016 

increased to 132.7 million people. 80% internet users are people between 20 s.d 40 years old, and they 

include people who like shopping. The rapid increase of internet usage from year to year is caused by 

the ease of getting smartphones at prices that can be reached by all walks of life. Further survey results 

also note that most internet usage is for banking, business, information seeking, education and 

mailto:gesty@unpkediri.ac.id
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entertainment purposes. The most visited commercial content is online store, personal business and for 

social media are facebook, instagram and youtube. 

Below are the statistics of internet users in Indonesia based on APJII survey results in 2016. 

 

 
Figure 1. Indonesian Internet User Statistics 

Source: Results of APJII Survey, 2016 

 

 The data above shows that the use of digital marketing in the form of social media and e-

commerce in Indonesia is not a new thing anymore. According to Urban (2004) digital marketing is the 

use of Internet media and information technology to expand and improve the function of traditional 

marketing. The same opinion expressed by Sanjaya and Tiragan (2009), which states digital marketing 

is a marketing activity including branding that uses various web-based media such as blogs, websites, 

e-mail, adwords, or social networking. Seeing the rapid development of internet usage in Indonesia, 

digital marketing is a great opportunity that will leave the traditional and conventional marketing 

system based off line. 

As the survey results IPJII, internet users in Indonesia as much as 65% are on the island of 

Java, and one of them is the city of Kediri. Kediri city is one of the cities in East Java with the number 

of MSMEs approximately 30 thousand. There are several excellent products produced by MSMEs in 

Kediri, among others, tofu products and derivatives, batik, tenun ikat, food and beverages and 

handicraft. 

 For the perpetrators of MSMEs in Kediri City, smartphone is not new things, because all have 

used smarphone as a means of communication and some have been used as a means of promotion and 

transactions. Some MSMEs actors have been doing digital marketing either through social media or e-

commerce. Social media used are facebook, instagram, whatsaap, blackbary mesengger, line and 

youtube. While e-commerce that has been used are Tokopedia, Tokobagus, and Bukalapak. The 

question is how the implementation of the use of digital marketing and its impact on the sales volume 

of MSMEs products in the city of Kediri? 

 

Research Purpose 

Based on the background of the above problems, the purpose of this study is to determine the 

implementation of the use of digital marketing and its impact on the sales volumer of MSMEs products 

in the city of Kediri. 

 

Benefits of Research 

The results of this study are expected to provide benefits both theoretically and practically. 

Theoretically this research is expected to provide benefits for the development of science, especially in 

the field of digital marketing. Practically expected that the results of this study can provide input for the 

perpetrators of MSMES in Kediri the importance of using digital marketing to increase sales volume. 
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LITERATURE REVIEW  

 
Marketing according toKotler and Armstrong (2008) is as organizational functions and a series 

of processes to create communicating and delivering value to customers to manage customer 

relationships in ways that benefit the organization and stakeholders of the organization". Meanwhile, 

according to the AMA (2008) Marketing is the activity, set of institutions, and processes for creating, 

communicating, delivering, and exchanging offerings that have value for customers, clients, partners, 

and society at large. Marketing is something that a business must do. Without doing marketing, then the 

product is not known by potential customers, so the company's goal to obtain maximum profit will not 

be achieved. 

Kotler's marketing function (2008) includes: (1) providing information about products sold by 

the company; (2) influencing purchasing decisions; and (3) creating the economic value of a good. 

Thus it can be said that the key to the success of a business is how companies recognize the needs and 

wants of the target market and provide the expected satisfaction more effectively and efficiently than 

competitors. 

In the development, marketing system experienced pergeseren from offline to online. Offline 

marketing is perceived to be ineffective and efficient to implement in today's era. Offline marketing 

systems require sellers and buyers to meet directly for a sale and purchase transaction, resulting in 

expensive marketing costs and limited marketing reach. In contrast to online marketing or better known 

as digital marketing where in conducting transactions do not need sellers and buyers should meet, 

because transactions can be done electronically. Definition of digital marketing by Sanjaya and Tarigan 

(2009) is a marketing activity including branding that uses various web-based media such as blogs, web 

sites, e-mail, adwords, or social networking. Meanwhile, according to Coveilli, Milley and Marcolin 

(2001), digital marketing is the use of the Internet and the use of other interactive technologies to create 

and connect dialogue between companies and consumers who have been identified. 

Digital marketing can be done using social media and e-commerce. Social media is one form of 

development from the internet. Through social media, a person can connect with everyone who is in the 

same social media to share information and communicate. Social media has a more interactive nature 

when compared with traditional media forms such as radio and television. Through social media, we 

can directly interact with others, either through comments in 9 social media or by simply giving a mark 

like on every post someone. According to Andreas Kaplan and Michael Haenlein defining social media 

as a group of internet-based applications built on the foundation of ideology and web 2.0 technology 

and enabling the creation and exchange of user-generated content. Web 2.0 became the basic platform 

of social media. Social media comes in many different forms, including social networks, internet 

forums, weblogs, social blogs, micro blogging, wikis, podcasts, images, video, ratting, and social 

bookmarking (Lesmana, 2012). Social media that is generally used is facebook, instagram, blackberry, 

whatsaap, youtube, e-mail, twiter, and others. E-commerce is the buying, selling and marketing of 

goods and services through electronic systems (Wong, 2010). Media electronic system that is referred 

by Jony Wong is television, radio, or computer network or internet. The commonly used e-commerce is 

tokopedia, bukalapak, sophie, tokobagus, and others. 

According to Redtreeasia (2017) digital marketing is an attempt to market a brand or product 

through the digital world or the internet. The goal is to reach consumers and prospects quickly and on 

time. Digital marketing has several benefits (BisnisUKM, 2010), among others: 

1. Not limited by time. Unlike an offline business, business marketing services via the internet can 

be accessed by consumers for 24 hours non-stop, because the internet has an automated system 

that can provide a quick response when there are orders and requests from consumers. So the 

demand for products from consumers, can be served anytime and anywhere as long as there is 

internet network. 

2. Reach a wider market. Through internet business, products can be informed to all regions in the 

archipelago, even reaching overseas market. 

3. Improve corporate image in the eyes of consumers. This can give more value to the business in 

the face of business competition. 

4. Reduce marketing costs. Online marketing costs are relatively lower than offline marketing 

costs, because they have to make brochures, banners, banners, neon boxes, etc. 
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5. Enable business actors to establish relationships with consumers. With online marketing 

through the internet can be established interactive communication between consumers with 

business people, for example, through email marketing, suggestion box or coment room, and 

discussion forums between consumers. 
 

Both offline and online marketing basically aim to maximize sales volume. Sales volume by 

Swastha (2008) is the amount of goods or services sold in exchange. According to Kotler (2000) sales 

volume is influenced by product quality, price, distribution channel and promotion. Companies need to 

maximize sales volumes, as sales volume affects earnings earned by the company and subsequently 

corporate earnings affect earnings. The result of Pradiani (2017) study concluded that the use of social 

media can increase the sales volume of processed products in Malang. Further research results identify 

social media is the most widely used in a row is Facebook, Whatsaap, Instagram, and Blackbery 

Messanger. The results of Udin's (2014) study conclude that e-comerce can be a solution in introducing 

and promoting herbal stores through online media, making it more widely known. 

 The task of business people, not to mention the MSME group is to provide the widest 

information to consumers about the marketed products, providing consumer convenience in obtaining 

products and transasksi. For that marketing strategy that efficiency and effectiveness is the determinant 

of business success. Cloete et al. (2002) in Foreign-Cashman et al (2004) suggests that the adoption of 

e-commerce into small and medium-sized enterprises depends heavily on people's acceptance of 

technology and for that reason it is necessary to understand the factors leading to the indivisual 

acceptance of e-commerce technology.      
                                   

           

RESEARCH METHODOLOGY 
1.  Research design and research subjects 

This research uses descriptive observational research design. As the subjects are the perpetrators of 

MSMEs in Kediri as many as 30 are selected by purposive sampling. The criteria of selected 

research subjects are: (1) MSMEs in Kediri City; (2) have used digital marketing in marketing the 

product for at least 3 months; (3) and willing to be the subject of research. 

2.  Source and data collection techniques 

Data comes from primary data sources obtained by conducting structured interviews, in-depth 

interviews and observations. With interviews obtained data about the characteristics of respondents, 

social media used, benefits and barriers using social media. The data is supplemented by the 

observation of the perpetrators of MSMEs and the digital media used. 

3.  Data analysis techniques 

After the data collected, then the data processed and analyzed using descriptive statistics and 

qualitative analysis. Data is displayed in table form, hereinafter described. 

 

Results and Discussion 

Based on the data collected from interviews and observations, the following are presented 

information about the characteristics of respondents, social media used, the benefits and barriers to the 

use of social media and the role of social media in increasing the sales volume of MSME products. 

 

1. Respondents Characteristic 

Respondents in this research are MSMEs actors who have used digital media for marketing 

their products. Characteristics of respondents consists of characters by type of business and duration of 

business. 

 

Table 1.  Character Subject Research Based on Business type  

and the length of business 

No Type of Business Number of 

Respondents 

% 

1 Food and Bavarege 14 46,67 

2 Batik tulis 4 13,33 

3 Tenun 5 16,67 
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No Type of Business Number of 

Respondents 

% 

4 Creative Industry 7 33,33 

Total 30 100 

 

Table 2.  Characteristics of Respondents Based on the length of business 

No Yearof Business Number of 

Respondents 

% 

1 1 – 5 years 13 43,33 

2 6 – 10 years 8 26,67 

3 11 – 15 years 6 20,00 

4 >15 years 3 10,00 

Total 30 100,00 

 

2. Digital Media Used 

Digital marketing used by MSMEs actors in Kediri is through social media and e-

commerce.The following is data about social media and e-commerce used by MSMEs in Kediri: 

 

Table 3.  Social Media used 

No Social Media Used Number of 

Respondents 

% 

1 Facebook 30 100 

2 Instagram 30 100 

3 Whatsapp 30 100 

4 BBM 8 26,67 

5 Line 16 53,33 

6 Youtube 5 16,67 

 

Table 4. E-Commerce Used 

No E-Commece Used Number of 

Respondents 

% 

1 Tokopedia 30 100 

2 Bukalapak 30 100 

3 OLX 4 13,33 

 

3.  Benefits of  Using Social Media 

 

Table 5. Benefits of Using Digital Marketing 

No Benefits Number of 

Respondents 

% 

1 Means of communication with potential customers, 

consumers and customers 

30 100 

2 Means to introduce the product (brand building) 30 100 

3 Knowing the needs and desires of consumers (market 

research) 

24 80,00 

4 Affect purchasing decisions (customer engagement) 20 66,67 

5 Giving response to the consumer (Instant Feedback) 22 73,33 

6 Monitoring customer progress 18 60,00 

7 Increase market reach amount of sales 30 100 

8 Efficiency and cost effectiveness of promotion 30 100 
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4.  The Role of Social Media in Increasing Sales Volume 

 

Table 6. The Role of Social Media in Increasing Sales Volume 

 

 

 

Based on the results of research shows that the perpetrators of MSMEs in the City of Kediri 

who are already using digital marketing already increased in order and sales of its product. Many 

benefits are felt after using digital marketing, including lower promotional costs, wider marketing 

reach, communication with consumers and customers more effective, and can know what consumers 

need and want. Interview results also show that the use of digital marketing is effective to increase 

product sales volume, as stated by the perpetrators of MSMEs that there is an increase in sales volume 

before and after using digital marketing. 

 

No The Benefits of Using Digital 

Marketing 

Statement of  MSMEs Owners 

1 Effective communication tools 

with potential customers, 

consumers and customers 

"With social media, I can respond to 

customers without time and place restrictions, 

customers can contact me to order, submit 

complaints or expedition consultation 

materials whenever appropriate time 

customers want, recruit resellers from various 

cities can be reached only through social 

media and form a group Customers through 

Whatsapp or Line and BBM which is very 

easy to communicate with all resellers spread 

across the region in Indonesia " 

2 Means to introduce the product 

(Brand building) 

"By logging in to Whatsapp, Line, BBM, 

Facebook, Instagram groups further accelerate 

product introduction, with the help of hastag 

(#) eg" 

3 Increase market reach and sales 

volume 

"With the social media, the customers that I 

get not only from Kediri region, my product 

can reach all over Indonesia and even get out 

of the country with the help of Shopee which 

provides automatic counting for overseas 

shipments and subsidized postage to the 

territory of Indonesia, the customer is given 

the ease And increased purchasing decisions 

as well as sales volume and turnover per 

month increased quite drastically after I 

promote the product through social media " 

4 Efficiency and cost effectiveness 

of promotion 

"Social Media is arguably the most 

inexpensive medium for promotion, just 

creating an account that is certainly connected 

with internet connection, very effective and 

efficient marketing capital, cheap, quick, easy 

compared to traditional marketing" 

5 Knowing the consumers needs and 

wants (market research) 

"After diligently stalking my account from 

similar products, I find it easier to know 

updates about what consumers now need and 

want, with hastags and trending topics also 

making me easier to analyze consumer needs 

and wants" 
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CONCLUSION 
Based on the above data analysis can be concluded that social media can be used to promote all 

types of MSMEs products. Of the 30 respondents of MSMEs used as samples, all using social media 

facebook, then instagram, whatsaap, and fuel. Social media is very useful for the perpetrators of 

MSMEs to introduce products to consumers, effective means of communication with customers, 

monitor consumers/customers, respond to consumer complaints. Besides, by using social media 

transactions can filakukan where and whenever, payment transactions easy to do and of course can 

increase sales volume. 

 

SUGGESTION 
In the digital era as it is today, it becomes imperative for MSMEs actors to utilize the optimum 

development of technology and information. The perpetrators of MSMEs should be familiar with social 

media and e-commerce, because it is evident that social media and e-commerce can increase the sales 

volume of MSMEs products. 
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ABSTRACT 
The purpose of this study was to explore the relationship between demographic variables and two 

forms of knowledge sharing behavior (KSB) to give some suggestions for managers. Data 

collected from 234 employees of some departments such as research and development, technology, 

of some Vietnam telecommunication companies in order to test the general model: KSB = K + 

gender(xa) + age(xb) + educational qualification(xc) + work experience(xd). The study found that 

males tend to share more of their knowledge than females and staffs aged from 31 to 45 tend to 

share their knowledge more than those aged from 20 to 30 while 20-30 year old staffs tend to collect 

knowledge more than 31-45 year old staffs. 

 

Key words:  knowledge, knowledge sharing, knowledge management 

JEL Code : O16 

 

 

INTRODUCTION AND RESEARCH PROBLEM 
 

Knowledge sharing is being studied by domestic and foreign researchers. These studies have 

contributed both in theory and practice of knowledge sharing; focused on understanding the attitudes 

about knowledge sharing; factors affecting knowledge sharing behavior and making proposals to 

promote knowledge sharing within organizations. However, the study of knowledge sharing in 

enterprises in each field is still open. Every field of study has its own characteristics; the attitudes, 

intentions and knowledge sharing behavior of employees in each different sector should be explored. In 

Vietnam, the telecommunication industry has rapid growth, the development usually focuses on width 

and do not pay attention to the depth and knowledge sharing is one solution for these companies to 

grow lasting. The era of industrialization and information age has made the telecommunication industry 

expand into diversified functions to support the growth of technological advancement for better 

services demanded by any nation (Yusof, 1998). However, in this new millennium, this industry has to 

face with the increasing level of unpredictability of business environment and competitiveness of 

market due to the globalization of business, the shift from production- to knowledge-based economy, 

the growth of information communications technology (Chin Wei, 2006). It is apparent that very 

limited studies on knowledge management in general and knowledge sharing behavior in particular 

have been  conducted  on  the telecommunication  industry,  and  the  lack of  studies focusing on the 

role of demographic variables on knowledge sharing behavior. Therefore, this research will focus on 

understanding the relationship between some demographic variables on knowledge sharing behavior to 

give some suggestions for managers in Vietnam telecommunication companies in promoting 

knowledge sharing behavior. 

 

METHODS 
 

Survey questionnaires used to collect data from the selected departments in the telecommunication 

companies. The questionnaire consists of two sections and is formed on the basis of inheritance scale 

variables were used in the previous studies. Section one comprises items measuring the factors using a 

five-point Likert scale ranging from 1 = strongly disagree to 5 = strongly agree. The four-item 

knowledge donation and six-item knowledge collection were adapted from the studies of Lin (2007) 
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and Zahra and Mohammad (2010). Section two comprises personal information of the respondents such 

as gender, age, educational qualification and work experience. 

 

RESULTS AND FINDINGS 
 

Effect of demographic variables in knowledge sharing behaviour was analyzed for knowledge 

donating and knowledge collecting which are two forms of knowledge sharing behaviour. 

Firstly, the results of knowledge donating are described as follows: 

it can be observed that the R square value is 0,213, which indicates that gender, age, educational 

qualification and working experience accounts 21,3 per cent for the factors influencing knowledge 

donating among staffs of telecommunication companies. Although, this seems to be small, but it is 

significant (F = 4,914, Probability = 0,000, p< 0,05). Thus, the model was robust and significant in 

establishing the relationship between knowledge donating and the demographic variables. 
 

Secondly, Regression results for the relationship between knowledge donating and demographic 

variables: 

The following linear regression model indicates how the independent variables (gender, age, 

educational qualification and working experience) were used to determine knowledge donating. The 

regression model is: 

KSB (1) = 3,252 – 0,322DM – 0,899DA – 1,271DE1 – 0,766DE2 – 0,979DW1 – 1,394DW2 – 

2,302DW3 – 2,108DW4 
 

Thirdly, Test significance of the regression model for knowledge collecting and demographic 

variables: 

it can be showed that the R square value is 0,133, which indicates that gender, age, educational 

qualification and working experience accounts 13,3 per cent for the factors influencing knowledge 

collecting among staffs of telecommunication companies with F = 2,769, Probability = 0,007, p < 

0,05). Therefore, the model was robust and significant in establishing the relationship between 

knowledge collecting and the demographic variables. 
 

Finally, Regression results for the relationship between knowledge collecting and demographic 

variables: 

The following linear regression model indicates how the independent variables (gender, age, 

educational qualification and working experience) were used to determine knowledge collecting. The 

regression model is: 

KSB (2) = 0,774 – 0,105DM + 0,531DA + 0,399DE1 + 0,494DE2 – 2,012DW1 – 1,413DW2 – 

0,844DW3 – 0,239DW4 

 

CONCLUSIONS, IMPLICATIONS AND SIGNIFICANCE 
 

There were a few shortcomings in this study as follows: 

 There were more male participants than females, which might have influenced the findings. 

 This study did not consider other demographic factors such as departments, religion or ethnic 

group. 

 The results of the study do not show significant relationship between demographic factors and 

knowledge sharing quality. 

Future studies should consider using equal numbers of males and females to avoid the difference of 

gender and other demographic variables. Additionally, it is recommended that a more comprehensive 

study should be done to see some insights of the impact of demography on knowledge sharing quality 

among employees. 
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ABSTRACT 
Development of internet continues to increase resulting in changes on consumer behavior that 

originally made purchases of products and services conventionally, where nowadays many consumers 

make purchases by online. Changes in consumer behavior are in line with technological developments 

that increasingly facilitate consumers in obtaining the desire products. Company as a provider of 

products required by consumers must be able to follow the development of these technologies, by 

providing quality services to consumers and provide a website that makes easier for consumer in 

obtaining products, so it is expected to get consumers loyalty on company’s products. The study aimed 

to assess the affect of E-service quality on E-trust and E-satisfaction, E-trust on E-satisfaction, E-trust 

and E-satisfaction on E-loyalty in online shopping. The population of this research is the college 

students as consumers who have used e-commerce web, with a total sample of 120 respondents. Data 

was obtained through a questionnaire, and then analyzed using multiple regressions. The results show 

that variables of E-service quality has an affects on E-trust and E-satisfaction, E-trust has an affects on 

E-satisfaction, E-trust and E-satisfaction have an affects on E-loyalty in online shopping. 

 

Keyword: E-Loyalty, E-Satisfaction, E-Service Quality, E-Trust 

JEL Codes:  M31   

 

 

INTRODUCTION 

  Development of internet makes the trading industry to develop its marketing strategy by 

doing a combination of offline and online trading. Ease of online transactions make many consumers 

make purchases online, this is what makes the company also offers products or services by online. 

Convenience in transactions does not mean that consumers are not at risk, such as the possibility of not 

reaching the products purchased by consumers even though consumers have made payments (Reichheld 

and Schefter, 2000; Ciptono and Chandra, 2005). In addition to the risks faced by consumers, there are 

many advantages of an online path in purchasing products or services, including a wide reach that 

consumers can get where consumers can buy products from all over the world at any time and from any 

location. Another advantage is that products purchased by consumers can be delivered directly to the 

desired location by consumers (Alam & Yasin, 2010). 

Ease in making product purchases online also attracts college students as consumers in making 

online purchases. College students as a young generation who will be technology literate and always 

use the gadget every day will more quickly obtain information about the latest products offered by the 

company. The amount of information on the products offered and promoted through various social 

media will make easier for college students as an active user of gadgets to choose products that match 

their money as well as obtain convenience in transactions (Lim et al., 2010). This is where producers 

are required to be more sensitive to compete with competitors, both in terms of product quality and 

price offered so that the company can gain a large market share. 
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Companies that sell their products online are required to provide quality products at 

competitive prices, are also required to provide quality services, by providing a user friendly site with 

complete information about the products offered, payment method and delivery system to consumer. 

Complete information on the e-commerce website and the conformity of the facts with the things 

promised will foster consumer satisfaction to E-firm. Consumer satisfaction will cause a sense of 

comfort for consumers in conducting transactions by online, so it is expected that consumers will be 

loyal and repurchase on the company's products (Anderson and Sinivasan, 2003). 

 Research on students as consumers of online products is still limited by considering that most 

of the students are people who do not have their own income. This study aims to determine the effect of 

E-service quality on E-trust and E-satisfaction, as well as to determine the effect of E-trust and E-

satisfaction on consumer E-loyalty of college students in online shopping 

 

STATE OF THE ART 
 

Marketing strategy is very important to achieve company goals. The success of online products 

sales can be seen from the repurchase by consumers to E-firm’s products or services. Understanding of 

online consumer behavior will help E-firm to attract consumers to become a loyal consumers. 

 

1. E-Loyalty 

Loyalty can be described as repeated purchase of products or services by consumers because of 

their positive attitude toward the brand of those product or services. Loyalty guides purchasing 

behavior based on its psychological dimension. The very existence of repeated purchase demonstrates 

the presence of positive attitude which is the source of loyalty. So loyalty should be evaluated with 

respect to both attitudinal and behavioral aspect. Thus here E-loyalty is assumed to be a positive 

attitude towards an E-firm as reflected in repurchase. 

Loyal customers are more easily accessible than first-timers since organization usually retain 

records, making targeted indirect marketing more feasible. Customer loyalty occurs when they buy 

products or services repeatedly, and they hold appropriate and positive attitude towards goods and 

services of the company. Dimension of e-loyalty according to Anderson (2003) consists of five 

dimensions, positive word of mouth, recommend to others, encourage others to use, first choice for 

future, do more business in future. 

 

2.  E-Service Quality 

Generally E-service quality is defined as the difference between expected service and the 

perceive service. According to Zeithaml et al. (2002) e-service quality is defined as the extent to which 

website facilities efficient and effective for shopping, purchasing and delivery of products and services. 

The conceptualization of service quality has its roots in the expectancy disconfirmation theory (Collier 

& Bienstock, 2006), so the evaluation of service quality results from comparing the perception of 

service received to prior expectation of what the service should provide (Choi et al., 2004). Generally 

online customers always expect equal or higher level of service quality that traditional channel 

customer (Lee & Lin, 2005). Dimension of E-service quality according to Ho and Lee (2007) which is 

widely used in the study of B2B and C2C of e-commerce consists of five dimensions, information 

quality, privacy/security, Website functionality, customer relationship, responsiveness and fulfillment. 

The success or failure of online business therefore depends the extent to which service provide quality 

service (Yang & Jun, 2002). 

 

3.  E-Trust 

Trust is a critical success factor in successful service relationship because before conduct 

business with the company consumers need to trust the company (Bryant and Colledge, 2002). On 

online activity, it was pointed out that the lack of online consumer trust was the main barrier of 

consumer participation in e-commerce (Rexha et al., 2003) and has been found to be one of the major 

obstacles to the popularity of internet transaction (Ribbink et al., 2005). E-trust is the degree of 

confidence customers have in online exchange, or in the online exchange channel (Bart et al., 2009; 

Gefen et al., 2003).  
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Online trust includes consumer perception of how the website would deliver on expectation, 

how believable the website’s information is, and the level of confidence in website channel (Krauter 

and Kaluschab, 2003). Trust appears to be especially important for creating loyalty in online service as 

it is perceived as high level risk transaction since customer lack direct contact with the company (Liu, 

2007; Kim and Benbasat, 2003). Dimension of e-trust according to Lee et al (2007) which establishes 

one’s belief in other consists of three dimension, ability, benevolence, and integrity.  

 

4.  E-Satisfaction 

Satisfaction has been defined as a mindset stemming from disconfirmed expectation together 

with emotions resulting from previous experience of customer (Oliver, 2000). So satisfaction can be 

considered as a result of regular assessment of experience with a product or service in relation to 

purchase and consumption. E-satisfaction can be considered as favorable feeling of customer associated 

with an E-firm as a result of the dealing. Furthermore, it can be said that the customer who assesses the 

quality of company (Mulyawan & Sidharta, 2014). 

Switching behavior is more probable when customer is not satisfied. Companies must be able to 

understand the characteristics of consumers in order to give satisfaction to consumer, so the consumer 

can decides to buy the company's products, such as the results of previous studies which stated that 

consumer characteristics moderate the relationship between consumer satisfactions with the conduct 

repurchase (Koku and Jusoh, 2014).Customers pay less attention to E-Firm marketing efforts and more 

probably takes measures to reduce reliance on it, also customers may be ready to modify their previous 

interaction with E-Firm because their dissatisfaction. Dimension of e-satisfaction according to 

Szymansky and Hise (2002) consists of four dimensions, convenience, merchandising, site design, 

financial security. 

 
RESEARCH METHODS 

1.  Population and Sample                                          

           The populations in this study are college students as consumers who have made purchases of 

product through e-commerce website. The sample of population has the same chance of being selected 

into the sample. Judging from time horizon, this study is a cross section, which is empirically 

information collected from the population, in order to know the opinion of the object being studied. 

The sample are 120 respondents, the sampling method used is simple random sampling method. The 

procedure is quite accurate for random sampling, regardless of the subject sample unilaterally.                                                                  

                    

 2.   Analysis Method                                                                          

      The analytical method used in this research is to test the validity, reliability test, normality test, 

correlation analysis and multiple linear regressions to process the data from the collected variables.The 

method of the analysis will be using statistical software SPSS (Statistics  for Products and Services 

Solution).                                      

                                                 

3.   Measurement Instrument and Questionnaire Design 

The quantitative method was conducted to collect the data. The data was gathered through a set 

of questionnaire. Measurements in this study using a 5-point Likert scale. This study consists of four 

variables of which E-service quality is measured by five-item scales all adapted from Ho dan Lee 

(2007). E-trust used three-item scale measure all adapted from Mayer et al. (1995). E-satisfaction used 

four-item scale measure all adapted from Szymansky dan Hise (2002). E-loyalty used five-item scale 

measure adopted from Anderson and Sinivasan (2003). All the measurement items were measured on a 

five-point Likert-type scale that was anchored by 1= strongly disagree to 5= strongly agree to express 

the degree of agreement.  

 

4.    Conceptual Model 

Drawing from the extant literature of services marketing, a conceptual model is developed in 

Figure 1. The model consists of four construct, that is, one predictor (E-service quality, two mediators 

(E-trust and E-satisfaction) and an outcome (E-loyalty). The relationship model shows that E-service 

quality has indirect relationship with E-loyalty. The provision of E-service quality influences E-trust, 
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which lead to E-loyalty or E-service quality impacts on E-satisfaction and this develops E-loyalty. 

Detailed explanations of the relationships among these variables are provided in the hypotheses. 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1. Research Model 

 

E-service quality variable is measured through indicators of information quality, 

privacy/security, Website functionality, customer relationship, responsiveness and fulfillment. The 

indicators are to see the quality of service which is given by E-Firm with regard to the quality of 

information provided by the website about the products offered, the security of consumer data, the ease 

of using the website, and the rapid response from the company to consumer.  

E-trust variable is measured based on the indicators of ability, benevolence, and integrity. 

Ability means skills that E-firm needs to do something to make consumer believe with all the E-firm’s 

offering. Benevolence means the quality of being well meaning which is given by E-firm to consumer. 

Integrity means the quality of being honest and having strong moral which is the E-firm give to their 

consumer to make consumer always purchase to their firm.  

E-satisfaction variable is measured by indicators of convenience, merchandising, site design, 

financial security. Convenience is being able to proceed with something with little effort which is given 

by E-firm to make consumer feels comfort in merchandising, comfort about site design which is build 

to facilitate consumer,  and consumer feel secure about their financial because E-firm guarantee 

consumer’s financial security.  

E-loyalty is measured by indicators of positive word of mouth, recommend to others, encourage 

others to use, first choice for future, do more business in future. Consumers can be loyal to products or 

services when they can get what they expected, and they will give positive word of mouth to other, 

recommend the firm’s products or services because they trust and satisfy with the firm.  

Validity test result for the variables of E-service quality, E-trust, E-satisfaction and E-loyalty 

showed a value above r table and has a value of 100% for all variables, which means that all the 

questions items in questionnaire for all variables are valid. Reliability test results for all items of 

questions on variables of the E-service quality, E-trust, E-satisfaction and E-loyalty had an alpha value 

0.90 greater than 0.80, which means that every item of the questions used in the questionnaire have a 

good level of reliability, means that the data from the questionnaire can be trusted. Normality test for 

the variables of E-service quality, E-trust, E-satisfaction and E-loyalty showed the value above 0.05 

which means that all variables were normally distributed. 

 

RESULT AND DISCUSSION 
 

This study aims to determine partially and simultaneously whether or not the affect variables of 

E-service quality, E-trust, and E-satisfaction on E-loyalty in online shopping, as well as to determine 

the contribution effect of E-service quality, E-trust, and E-satisfaction on E-loyalty. 

The test results simultaneously (F test) for the variables of E-service quality (information 

quality, privacy/security, Website functionality, customer relationship, responsiveness and fulfillment), 

E-trust (ability, benevolence, and integrity), E-satisfaction (convenience, merchandising, site design, 

financial security) and E-loyalty (positive word of mouth, recommend to others, encourage others to 

use, first choice for future, do more business in future) in online shopping as presented in Table 1. 

 

E- Service 

Quality 
E-Loyalty 

E- Trust 

 

E- 

Satisfaction 
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Table 1. Result of Multiple Regression Analysis 

Hypo 

thesis 

Independent 

Variable 

Dependent 

Variable 

Unstandardiz

ed 

Coefficients 

Standar-

dized 

Coefficients t Sig. F Sig. R
2
 

B Std. 

Error 

Beta 

H1 

Information 

Quality 

E-Trust 

 

.505 .151 .251 3.334 .001 

22.796 .000 .500 

Privacy/ 

Security 

.685 .148 .377 4.615 .000 

Website 

Functionally 

.180 .147 .100 1.229 .222 

Customer 

Relationship 

.345 .187 .163 1.842 .068 

Responsiveness 

and Fulfillment 

.131 .154 .063 .856 .394 

H2 

Information 

Quality 

E-

Satisfaction 

.824 .233 .294 3.540 .001 

14.688 .000 .392 

Privacy/ 

Security 

.325 .228 .128 1.422 .158 

Website 

Functionally 

.245 .226 .098 1.087 .280 

Customer 

Relationship 

.812 .288 .276 2.818 .006 

Responsiveness 

and Fulfillment 

.119 .236 .041 .503 .616 

H3 

Ability 
E-

Satisfaction 

1.051 .240 .321 4.376 .000 27.641 .000 .417 

Benevolence .892 .274 .248 3.258 .001 

Integrity .813 .185 .339 4.394 .000 

H4 
E-Trust 

E-Loyalty 
.680 .176 .383 3.866 .000 

28.689 .000 .329 
E-Satisfaction .315 .126 .247 2.497 .014 

 

Table 1 shows that sig. F less than 0.05, the value showed that simultaneously variables E-

service quality (information quality, privacy/security, website functionality, customer relationship, 

responsiveness and fulfillment), E-trust (ability, benevolence, and integrity), E-satisfaction 

(convenience, merchandising, site design, financial security) affect on E-loyalty (positive word of 

mouth, recommend to others, encourage others to use, first choice for future, do more business in 

future) in online shopping. 

Independent variables can be said to have an affects on E-loyalty if the significance value 

smaller than the value of alpha (α) which has been established 0.05. Based on that statement, the test 

result partially for the variables only variable of information quality, privacy/security affect on E-trust, 

information quality and customer relationship affect on E-satisfaction, ability, benevolence, and 

integrity on E-satisfaction, E-trust and E-satisfaction on E-loyalty, while the variables of Website 

functionality, customer relationship, responsiveness and fulfillment has no effect on E-trust, 

privacy/security, Website functionality, responsiveness and fulfillment has no affect on E-satisfaction. 

Contributions variables of E-service quality (information quality, privacy/security, website 

functionality, customer relationship, responsiveness and fulfillment), E-trust (ability, benevolence, and 

integrity), E-satisfaction (convenience, merchandising, site design, financial security) affect on E-

loyalty (positive word of mouth, recommend to others, encourage others to use, first choice for future, 

do more business in future) can be determined by analysis of determination (R
2
) as presented in Table 

1. 

Based on the above table, the value in R squared column shows the value is 0.500, 0.392, 

0.417, 0.329 which means that the influence contribution of the variables of E-service quality affect on 

E-trust is 50%, E-service quality affect on E-satisfaction is 39.2%, E-trust affect on E-satisfaction is 
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41.7%, E-trust and E-satisfaction affect on E-loyalty  is 32.9%, and the rest influenced by other 

variables not included in this research model. 

 

 

 

1.   E-Service Quality to E-Trust and E-Satisfaction 

 

The results of statistical tests performed on variable of information quality affects on E-trust 

and E-satisfaction, this means that the quality of information provided by e-commerce website will be a 

consideration for consumers, as consumers will usually seek complete and understandable information 

before deciding to buy products or services through a particular an e-commerce website. Good 

information quality will foster trust and satisfaction for consumer on e-commerce website. 

Privacy/security variable test result shows that privacy/security affects on E-trust but has no 

effect on E-satisfaction. This happens because consumers will consider their privacy safely first before 

making an online purchase transaction. The security of consumer privacy will foster consumer 

confidence in the e-commerce website, although consumers are still not satisfied because the threat of 

transactions via internet will still exist. 

This study states that the website functionally does not affect on E-trust and e-satisfaction. This 

happens because the functionality of the website is not a major consideration for consumers in 

conducting transaction via online. Complete facilities provided by e-commerce website if not followed 

by other important things such as ease and secure in transaction then will not easily to make consumers 

trust and feel satisfaction in transacting online. 

The test result partially shows that customer relationship variable does not affect on E-trust but 

has affects on E-satisfaction. This happens because the relationship with customers built by E-firm will 

not be easily trusted by consumers because consumers will think that the company has a purpose only 

to provide benefits for the company, although the good relationship built by E-firm to consumer can 

provide satisfaction for consumers in doing online transaction. 

The result of this study is consistent with previous research which stated that E-service quality 

is affect on E-satisfaction (Kusumawati et al., 2016) and E-service to E-trust (Ghalandari, 2012), but 

the result of this study is not consistent with previous research which suggests that there is insignificant 

relationship between E-service quality on E-satisfaction (Chinomona et al., 2014). Different results 

shown from this study with previous studies may occur because respondents used come from different 

countries, with different characteristics and habits, so it can give different results. 

 

2.   E-Trust to E-Satisfaction 

The study states that ability affects on E-satisfaction in online shopping. This indicates that the 

company’s ability to meet the need of consumers and maintain the security of consumers’ personal data 

will cause satisfaction for consumers in conducting online transaction. This ability must be maintained 

by the company so the consumers can continue to choose the E-firm website to purchase products or 

services offered by E-firm. 

Statistical test results on benevolence variable shows that the benevolence affects on E-

satisfaction in online shopping. This result means that benevolence provided by E-firm will make 

consumers feel happy and satisfy in doing transaction on E-firm website. The E-firm benevolence can 

be in various forms such as discount, elimination of shipping cost etc. 

Variable of integrity shows the result has affect on E-satisfaction in online shopping. This can 

happen because integrity is an important thing required by consumers in making purchases by online, 

because there are a lot of risks that may be faced by consumers such as goods that never get to the 

consumers or goods received by consumers in damaged condition. 

The results of this study are consistent with previous research which stated that E-trust is 

affects on E-satisfaction (Ghalandari, 2012; Pratminingsih, 2013). Consumer who can trust to make 

purchase through online sites will feel satisfy to make purchases at E-commerce website. 

 

3.   E-Trust and E-Satisfaction to E-Loyalty 

The results show that E-trust variable affects on E-loyalty in online shopping. Consumers who 

have trust e-commerce sites stating that make purchasing by online is very easy that make everyone can 
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save time and effort, because it can be done anytime and anywhere as long as there is an internet 

connection. Trust becomes an important thing to be able to build consumer loyalty in conducting 

transaction by online. 

Variable of E-satisfaction shows the result has affect on E-loyalty in online shopping. 

Satisfaction provided on the online shopping website is not easy to get by E-firm, good services and 

information can make consumers feel satisfied with e-commerce sites that have been able to provide 

consumers loyalty. It becomes the E-firm’s duty to be able to continue to maintain consumer loyalty in 

order not to turn to competitors. 

The results of this study are not consistent with previous research which stated that E-trust and 

E-satisfaction affect on E-loyalty in online shopping (Ghalandari, 2012; Pratminingsih, 2013; 

Chinomona et al., 2014; Asgari et al., 2014). The results shown from this study with previous studies 

may occur because respondents are strating to believe to make purchase products from online site. 

 

CONCLUSION 
The results showed that the variables of  E-service quality (information quality, 

privacy/security, website functionality, customer relationship, responsiveness and fulfillment), E-trust 

(ability, benevolence, and integrity), E-satisfaction (convenience, merchandising, site design, financial 

security) have an affects on E-loyalty (positive word of mouth, recommend to others, encourage others 

to use, first choice for future, do more business in future) in online shopping. The biggest influence on 

consumer loyalty is E-trust in conducting transactions online. This means that the company must be 

able to maintain the quality of products and services offered in order to stay in accordance with those 

that have been promoted, and able to keep the confidentiality of data related to the consumer. The 

contribution value given from the E-trust and E-satisfaction variables to E-loyalty is still low, which 

means that consumer behavior towards online shopping is still not fully done because consumers still 

trust the conventional shopping method even though sometimes they keep spending by online. 

Development of internet will be able to change consumer behavior from conventional to digital. The 

results of this study are expected in the future be able to increase the number of consumers in making 

online shopping. 

The results of this study also give the benefit to company who decide to sell the product by 

online to always be able to pay attention to things that are make consumer be loyalty to E-firm’s 

products or services. E-commerce websites that are preferred by consumers will increase consumer 

loyalty on the site, so consumers will return to spend online on sites that have provided satisfaction for 

consumers. Consumer loyalty does not just appear, but needs to be built and maintained so the 

consumers remain loyal to E-firm’s products or services. 
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ABSTRACT 

 
Accounting Information Systems (AIS) is a system to collect, record, process, stored and report a data 

series into information that is useful in decision making. AIS applied by the company should be able to 

process financial data quickly and accurately, and can avoid the irregularities so that the company is 

operate effectively and efficiently. This research aimed to analyze and evaluate the sales accounting 

information system on TB. Sinar Agung Jaya. The data used are primary data. The data collected by 

interviewing and observation. Data analysis method used is descriptive qualitative with systems 

analysis stages and conceptual design system with tools flowcharts, context and data flow diagrams, 

entity relationship diagram and normalization. The results showed that the sales information system on 

TB. Sinar Agung Jaya is a weakness in their dual tasks in the shipping and warehouse department, no 

accounting department, no credit authorization process, not stamped "PAID" on the cash sale invoice. 

We recommend that company need segregation of tasks on shipping and warehouse department, adding 

the cashier tasks that is also concurrently task accounting department, the credit authorization and 

affix the stamp "PAID" on the sales invoice, and utilization of sales AIS in the company's financial data 

management. 

 

Keywords : Analysis, Design of the AIS sales, TB. Sinar Jaya Agung. 

 

JEL Code: O10, M41, M15   

 

INTRODUCTION 
1.  Background 

 The development of the economy that accompanied the development of more advanced 

information technology affects the increasingly fierce competition. The development of information 

technology is rapidly increasing impact on changes in the business environment. The development of 

information technology affects business processes and data processing to produce information which is 

useful as a material consideration in decision-making for the parties concerned. Processing of data 

using information technology will facilitate the company's activity and data processing so that 

operational activities are effective and efficient company. According to Romney and Steinbart 

(2009:27-28) Information is data that has been organized and processed to give meaning to its users to 

make the right decisions taken. States there are seven characteristics of useful information that is 

relevant, reliable, complete, timely, understandable, verifiable, and accessible. Information that meets 

the seven characteristics can be generated if the company make use of information technology in the 

implementation of the business process and data processing, known as the accounting information 

system (AIS). 

 Accounting information system is a specialized subsystem of information systems to 

collect, process, and report information relating to the financial aspects of a business process (Gelines 

and Dull, 2010:14). The revenue cycle consists of four activities, namely the ordering of goods, 

delivery of goods, billing and receivables, and cash receipts (Romney and Steinbart, 2009: 394).  

mailto:evanoroctania@gmail.com
mailto:,%20s.supadmi70@gmail.com
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Sales is an activity diversion or transfer of rights of ownership of the goods or services from a seller to 

a buyer in the hope of getting profit from such transactions as well as a corporate business strategy to 

figure out the appeal of customer, customer satisfaction, needs and desires of customer (Mulyadi, 

2008:202). The use of computerized accounting information system sales is very useful for companies 

to produce good information, minimize errors in the recording manually resulting from factors such as: 

human error, the amount of data is too much to be processed, too much lost data, difficulties in 

recording and diverse others, as well as assist the management in decision making.  

Previous research on Accounting information systems are performed by Berlia, Kodrat, and Adian 

(2008:1) that “Sistem Informasi Akuntansi Untuk UMKM” with the results of transaction processing, 

financial recording and reporting both transaction reports or financial statements of the company are 

still manual and often error caused by human error, inaccurate financial reports, a lot of the accounts 

receivable data is missing so that the amount of the accounts receivable are reported lower and there 

are loss of receivables that are not collectible so that the developed an accounting information system 

for SMEs by using a method of Rapid Application Development (RAD). Nurul and Susanto (2012: 5) 

on “Perancangan Sistem Akuntansi Penjualan Tunai Terkomputerisasi Pada Apotek Gedong Kuning”. 

AIS of cash sale On Pharmacy Gedong Kuning done manually, data storage is inefficient so that the 

resulting information is not accurate and not up to date. 

 TB. Sinar Agung Jaya is the small to medium companies that are developing engaged in the 

field of retail distributors of building materials. Its business activities are the purchase of building 

materials from manufacturers and reselling material it retail or unit to consumer. Its sales are done by 

using both cash and credit transaction. The recording of transactions is done manually that is the 

recording of sales recorded in the sales note book and did not do the recording of inventory and 

accounts receivable. The recording conducted by TB. Sinar Agung Jaya's impact on sales report and 

receivables report cannot be generated quickly. This can result in errors in decision making because it 

is not supported by accurate information. Based on the description, the researcher is interested in 

conducting research in the framework of the preparation of an undergraduate entitled "ANALYSIS 

AND DESIGN THE SALES ACCOUNTING INFORMATION SYSTEM ON TB. SINAR 

AGUNG JAYA". 

 

2.  Problem Formulation  

Based on the description of the background problems, then the author formulates the problems about 

Analysis and Design The Sales Accounting Information System. The problem of the research is how 

The Sales Accounting Information System that are applied on TB. Sinar Agung Jaya and does The 

Sales Accounting Information System on TB.Sinar Jaya Agung already generates the necessary 

information. 

 

3.   Research Objectives  

a. Describe the sales accounting information system are applied on TB. Sinar Agung Jaya.  

b. Evaluating sales accounting information system on TB. Sinar Agung Jaya.  

 
LITERATURE REVIEW 
1.   System  

 According to Hall (2007:6) system is a group of two or more components that are 

interconnected subsystems a united subsystem to achieve the same goal. According to Jogiyanto 

(2007:2) system is a network of procedures which are interconnected, gathered together to perform an 

activity or to accomplish a certain goal. According to Sutabri (2005:2) system is a group of elements 

that are closely interconnected with each other and together serve to achieve a goals. The definition can 

be specified as follows: 

a. Each system consists of elements – elements. In General, the elements – elements in the system is 

the input, process, and output. 

b. Element - element is an integrated part of the system are concerned 

c. Element-element – cooperate in achieving goals. 

d. A system is part of another larger system. 
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2.  Information 

 According to McLoed and George (2001:12) Information is data that has been processed into a 

form that is meaningful and beneficial for its users in decision-making. Jogiyanto (2005:8) Information 

is data that is processed into a form that is more useful and more meaningful for those who receive it. 

 

3.   Accounting 

 According to Tanjung (2008:3) Accounting is the process of recording, classification, 

compaction and analyzing financial data of an organization. According to Warren et al. (2005:10) 

Accounting is an information system that produces output in the form of a report given to the parties 

concerned about the company’s condition and economic asset. According to Arens et al. (2013:7) 

Accounting is the recording, classification, summarizing economic events with a logical way that aims 

to provide financial information for a decision-making. 

 

4.   Accounting Information System 

 According to Krismiaji (2005:4) AIS is a system that processes the data and transaction to 

produce useful information for decision-makers and can be used to plan, control, and operate the 

business. According to Romney and Steinbart (2009:28) AIS is a system that collect, records, store and 

process the data to produce information for decision-making. According to Bodnar and Hopwood 

(2010:1) AIS is a collection of resources such as human and equipment designed to change financial 

data and other data into information for a variety of decision-making in accordance with needs, and 

right of decision makers.  

 

5.  Important Function of Accounting Information System 

According to Romney and Steinbart (2009:29) Accounting information system has three 

important business function, namely:  

a. Collect and store data about organization activities, resources and organization personnel who have 

a several of business process, such as making a sale or purchase a raw materials which are repeated 

frequently.   

b. Transform data into information so that management can plan, execute, control and evaluation 

activities, resource and personnel in decision making.  

c. Provide adequate controls to safeguard an organization’s assets and data. 

 

6.  Sales Accounting Information System 

 According to Soemarso (2004:160) The sales is sales of goods conducted by company and can 

be made in cash and credit. According to Krismiaji (2010:4) Accounting information system is a 

system that process data and transaction to produced useful information for planning, control, and 

operate the business. 

 

7.  Grouping Sales 

a.   Cash Sales   

According to Mulyadi (2013:455) Cash sales are sales made by the company in a way obliges the 

customer to make payment of goods before the goods are delivered to the customer. After the 

company receives the money then the goods delivered to the buyer and sales transactions in cash 

then recorded directly by the company. 

b.   Credit Sales 

According to Mulyadi (2013:210) Credit sales are sales made by the company in a way of send the 

goods in accordance with the order from the customer and the company will do the billing to the 

customer on agreed time period previously by both parties. In credit sales are usually first do an 

analysis the ability of the customer in paying off its debts, it is aims to avoid the bad debt. 
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8.   System Design 

 According to Burch and Grudnitski (Jogiyanto, 2005:196) System design is the depiction, 

planning, and making of sketches or settings of some separate elements into a unity and functioning. 

According to Whitten and Bentley (2009:160) System design is problem solving techniques for the 

system analysis that complement each other and reassemble a pieces of the system components into a 

complete system with expect increased system. This may involve the addition, deletion, and 

modification of the piece relative to the original system. According to Satzinger, Jackson, and Burd 

(2010:4) The system design is a process of specify in detail about some of the information system 

components wich must be implemented physically. 

 

 

RESEARCH METHODOLOGY 
1.  Research Object. 

 The object of the research is the sales accounting information system on TB. Sinar Agung Jaya 

is located at RTM Kelapa Dua Street, Tugu Cimanggis-Depok, West Java. The unit of the research is 

the sale department. 

 

2.    Type of Data  

 The type of the data in the research is primary data which consist of the company history, 

company locations, organizational structure of the company, procedures on cash and credit sales system 

of the companies and the sales documents of the company. 

 

3.   Method of Data Collection 

 Data collection a research conducted with some data collection techniques, such as: Interview, 

Observation, and Documentation. 

 

4.   Method of System Analysis 

 In this research, researcher used a descriptive analysis to analyze the problem by way of 

analyzing the sales system is currently applied in the company to design an object-oriented system. The 

stages that have been do by researchers are: Survey, System Analysis of Sales in Progress, 

Identification Survey Findings, and Design of Sales System. 

 

5.   Stage of Design System 

 The following are the stages design of the sales accounting information system on TB. Sinar 

Agung Jaya:  

a. Systems Analysis 

At this stage, the researcher conducted a survey to collect data on sales transactions in TB. Sinar 

Agung Jaya. The researcher also did an analysis the accounting information system on TB. Sinar 

Agung Jaya. 

b. Conceptual Design 

At this stage, the researcher began designing make a process modeling by using Data Flow 

Diagram (DFD), a data modeling by using Relationship Diagram (ERD), and a Normalization of 

accounting information system on TB. Sinar Agung Jaya. 

 

6.    Analysis Tools 

 The researcher used an analysis tool in the form of Flowchart, Data Flow Diagram (DFD), 

Entity Relationship Diagram (ERD), Cardinality, and Normalization to analyze and design a database 

of sales accounting information system on TB. Sinar Agung Jaya. 

 

RESULTS AND DISCUSSIONS 

 
1. Research Result 

 The sales system which are applied on TB. Sinar Agung Jaya are cash and credit (tempo) 

systems. The sales system applies still done manually, the data processing activities and sales 

transaction activities done manually. Cash and credit sales recording in the sales book. 
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a.  Cash Sales 

Sales transactions starts with  accepting customers who come directly to the store to order goods to be 

purchased, assistant serve the customers and make sales notes as much as 2 sheets and submits it to the 

cashier. The cashier receives 2 sheet of the sale notes and create a mail delivery of goods. The cashier 

receives the payment of the goods from the customers, gives 1 sheet of the sales notes to the customers, 

keep sales notes sheet of 2 archived and gives the mail delivery of goods to the shipping goods 

department. The employees receives mail delivery of goods from the cashier department and than 

prepare goods and deliver them to the customers and requesting customer's signature as evidence that 

goods has arrived in customer’s place. After that, the shipping department brings back a mail delivery 

of goods and gives it to the cashier. The cashier department do archives fixed a mail delivery of goods 

and do deposit the money received from the sales transaction to the bank during week. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1. Document Flow Cash Sales Applied On TB. Sinar Jaya Agung 

 

 
The document flow of cash sales applied on TB. Sinar Agung Jaya can be shown in Figured 1: 

Description: 

SN : Sales Note 

MDG : Mail Delivery of Goods 

DS : Deposit Slip 

 

The department involved in the cash sales process on TB. Sinar Agung Jaya is as follows:   

1. Cashier Department (Owner), this part serves as the cashier and the cash receipt department  

2. Sales Department (Assistant), this part serves as the sales department. 

3. Shipping Goods or Warehouse Department (Employees), this part is responsible for preparing, 

packaging, and shipping goods to the customers. 

 

The Internal Control System Applied Cash Sales Accounting System on TB. Sinar Agung Jaya. 

1. Organization Structure 

a. The cashier department and the sales department should be separate. 

In a cash and credit sales system applied the cashier department and sales departments have 

been separated in accordance with the tasks and responsibilities of each department. 

b. Order receipts must be conducted by sales department.  

The assistant’s tasks are to serve and accept orders for goods required by the customers and 

check merchandise inventory in the warehouse. Tasks and responsibilities of the sales 

department is right position. 
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c. Cashier department. 

The owner's tasks as the cashier on duty receive payments for goods purchased by the 

customer. At the tasks and responsibilities of the cashier department is right position. 

d. Shipping goods or Warehouse department. 

The tasks and responsibilities of employees on TB. Sinar Agung Jaya is a shipping goods 

department which doubles as the warehouse department that served to prepare the goods in the 

warehouse and delivery of goods to the customer.   

2. Authorization System and Recording Procedures. 

a. Acceptance of orders from customers authorized by the sales department.  

In the procedure of cash sales accounting system on TB. Sinar Agung Jaya receipt of a 

purchase order from the customer authorized by the sales department using a sales note. 

b. Cash receipts for cash sales authorized by the owner.  

In TB. Sinar Agung Jaya goods purchased customers authorized by the owner with give a sales 

note 1 sheet to the customer.  

c. The sales transaction recording and sales reports should be authorized by the owner. 

In TB. Sinar Agung Jaya does not create sales report for daily or monthly, but only create an 

account receivable record and sales with using a sales note. 

3. The  Good Practice 

a. Creating a sales report is not done by the cashier (owner). The need for creating sales report 

either daily or monthly useful to see how much sales every day and every month. 

b. The total cash received from the cash sales indirect deposited to the bank on the same day or 

the next day. On TB. Sinar Agung Jaya depositing the money only once a week, if left 

unchecked could trigger a fraud such as embezzlement by a particular party or going to lose 

money. 

4. Have A Quality and Can Be Responsibility Employees.  

Employees position working in TB. Sinar Agung Jaya are in accordance with his ability and can be 

accountable for job. 

 

b.  Credit Sales 

 The credit sales transaction starts with serving customers who come directly to the store to 

order goods to be purchased, the sales department serve orders goods from customers, checking goods 

and give information as well as make a sales note consists of 2 sheet. A sales note of 2 sheets gives to 

the cashier department. The cashier department receives the sales note consists of 2 sheets from sales 

department, verifying credit payments (tempo) and make a mail delivery of goods. The sales note of 1 

sheet temporary archives, sales note of 2 sheet is given to the customer and mail delivery of goods 

given to the shipping department. The employees receives mail delivery of goods from the cashier 

department and than prepare goods and delivery them to the customers. The cashier department 

received a mail delivery of goods from the shipping goods department. Archiving fixed mail delivery of 

goods. The day before the due date, the cashier department reopen sales note of 1 sheet and send a 

short message containing the bill of payment (by sms or phone) to customers who make a credits 

(tempo) purchase. After the customers make the payment, the cashier department giving a sales note of 

1 sheet to the customer. The cashier to deposit to the bank for sales transactions during the week.The 

document flow of credit sales applied on TB. Sinar Agung Jaya is shown in figured  2: 
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Figure  2.  Document Flow Credit Sales Applied On TB. Sinar Jaya Agung 

 

Description : 

SN  : Sales Note 

MDG : Mail Delivery of Goods 

DS  : Deposit Slip. 

 

The department involved in the credit sales process on TB. Sinar Agung Jaya is as follows:   

1. Cashier Department (Owner), this part serves as the cashier department, handle the receipt payment 

and receivable collection, billing department and doing deposit into the bank.  

2. Sales Department (Assistant), this part serves as sales department. 

3. Shipping Goods or Warehouse Department (Employees), this part is responsible for preparing, 

packaging, and shipping goods to the customer. 

 

The Internal Control System Applied Credit Sales Accounting System on TB. Sinar Agung Jaya. 

1.  Organization Structure 

a. The cashier department and sales department should be separate. 

In a cash and credit sales system that are applied the cashier department and sales departments 

have been separated in accordance with the tasks and responsibilities of each department. 

b. Order receipt must be conducted by the sales department.  

The assistant’s tasks is to serve and accept orders for goods required by the customers and 

check merchandise inventory in the warehouse. Tasks and responsibilities of the sales 

department is right position. 

c. Cashier department. 

The owner's tasks as cashier concurrently the billing of accounts receivable department and 

verifies the credit approvals to the customer. In this department can be done by the cashier 

department because in this department controlled by owner. 

d. Shipping goods or Warehouse department. 

The tasks and responsibilities of employees on TB. Sinar Agung Jaya is a shipping goods 

department which doubles as the warehouse department that served to prepare the goods in the 

warehouse and delivery of goods to the customer.  

2.   Authorization System and Recording Procedures. 

a. The receipt of orders from customers authorized by the sales department. 

In the procedure of credit sales accounting system on TB. Sinar Agung Jaya receipt of a 

purchase order from the customer authorized by the sales department using the sales note. 

b. Payment acceptance accounts receivable for the credit sales authorized by the cashier 

department.  

In TB. Sinar Agung Jaya a goods purchased to customer authorized by the cashier (owner) with 

giving a sales note of 2 sheet to the customers. 
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c. Recording of cost of goods sold, receivable note and sales reports should be authorized by the 

cashier. 

In TB. Sinar Agung Jaya did not create a receivable note and sales reports either daily or 

monthly, but only create a record sales using the sales note.  

3. The  Good Practice  

a. Creating a sales report is not done by the cashier (owner). The need for creating sales report 

either daily or monthly useful to see how much sales every day and every month. 

b. Total cash received from the credit sales indirect deposited to the bank on the same day or the 

next day. In TB. Sinar Agung Jaya depositing the money once a week, if left unchecked could 

trigger a fraud such as embezzlement by a particular party or going to lose money. 

4. Have A Quality and Can Be Responsibility Employees. 

Employees position working on TB. Sinar Agung Jaya is in accordance with his ability and can be 

accountable for job. 

 

2.   Analysis of Sales Accounting System On TB. Sinar Agung Jaya 

 There are some weaknesses found in the sales accounting system on TB. Sinar Agung Jaya, 

such as: the un separates tasks and responsibilities in the shipping goods and the warehouse, not the 

accounting department, there are no credit authorization process, the sales system is also conducted 

manually and recording process for cash and credit sales written in the sales book. The sales book use 

are very unsafe in storage because the book is kept only in the owner’s drawer so that there is a 

possibility of being easy damaged or lost. The sales system that applied on TB. Sinar Agung Jaya only 

generate the sales records from the sales note and without gives "PAID" stamp on the cash sales note, 

and does not generate a cash receipts report, sales reports and accounts receivable reports. This resulted 

in the building materials can occur a bad debts, can not known what a good have been sold and cannot 

know how much increases in sales. Steps can be taken to rectify the weakness of existing systems is the 

companies apply a computerized system in the processing and data reporting 

The Cash and Credit Sales Accounting System On TB. Sinar Agung Jaya 

 

a.   Cash Sales Procedure.  

 There are some weaknesses found in the cash sales procedures of TB. Sinar Agung Jaya, such 

as: unseparated tasks the warehouse and shipping department in charge of preparing and delivery of 

goods to the customers so that it can create the possibility for the employees to manipulate the delivery 

data and the company does not have the accounting department in charge of the process of recording 

the cost of goods sold and sales records. The procedures is applied on the companies making record 

only until to the sales note and did not make a record inventory, and sales cash reports. Based on the 

weakness of the existing system, the researcher suggests the addition the warehouse department and 

accounting department. In the accounting department can be handled by the cashier (owner) and 

because it is a private company. Following the proposed procedures for cash sales. 

 

The Proposed Procedures of The Cash Sales Accounting Information System. 

This department starts with a customer came to the store, the sales department serve customers 

and request the warehouse department to check goods requested by the customer, and sales departments 

to give information about the goods purchased the customer. Department sales directly to give 

information to the owners (the cashier) about goods purchased by the customers. The cashier made 

Sales Invoice (SI) consists of 2 sheet. The cashier accept payments from customers, give the "PAID" 

stamped on 2 sheet of the SI. The cashier also make a Mail Delivery of Goods (MDG) consisting of 3 

sheet. 1 sheet of the SI and 1 sheet of MDG is given to the customer. 2 sheet of the SI and 2 sheet of 

MDG temporarily archive. Give the 3 sheet of MDG to the warehouse department. This department 

receives 3 sheet of MDG and prepare goods to be delivered in accordance with the 3 sheet of MDG. 

The warehouse department fills the bin card. After that, the warehouse department will give the 3 sheet 

of MDG along with the goods to the goods shipping department. This department receives the goods 

along with 3 sheet of MDG from the warehouse department. Shipping goods department deliver of 

goods to the destination and requires the customer signature on 3 sheet of MDG and submitted 3 sheet 

of MDG to the owner. The owner received 3 sheet of MDG from the shipping goods department, The 2 

and 3 sheets of MDG the archives fixed. The owner depositing money into a bank and get a Deposit 
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Slip (DS). The owner then will compare the DS sheet and 2 sheet of the SI, create a journal and sales 

reports either daily or monthly and than archives fixed. Based on the proposed procedures, then the 

flowchart of cash sales accounting information system is shown in Figure 3: 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

Figure 3.Chart of Accounting Information System The Proposed Cash Sales 

 

Description : 

CSI   : Cash Sales Invoices (2 sheets) 

MDG  : Mail Delivery Goods (3 sheets) 

SR  : Sales Reports  

DS  : Deposit Slip. 

 

b.   Credit Sales Procedure. 

 Based on the impact of the dual tasks department warehouse and the shipping goods 

department as well as nothing the accounting department is company has no record of inventory in the 

warehouse, reports or receivable record, sales reports and record cost of goods sold as well as the 

owners unable to know about the profit gained from the goods sales, the researcher suggest the addition 

the warehouse department and accounting department. In the accounting department can be handled by 

the cashier (owner) and because it is a private company. Following the proposed procedure for credit 

sales.  

 

The Proposed Procedures of The Credit Sales (Tempo) Accounting Information System.  

 This department starts with a customer came to the store to buy the goods needed, the sales 

department serve customers and request the warehouse department to check goods requested by the 

customer, and sales departments to give information about the goods purchased the customer and apply 

for credit approval. The sales department requested authorization to the owner's credit approval. The 

cashier department verify the credit and make Credit Sales Invoice (CrSI) consisting of 2 sheets and 

receivable record on credit sales system. The cashier department will also make a Mail Delivery of 

Goods (MDG) consisting of 3 sheet. 2 sheet of CrSI and 1 sheet of MDG is given to the customer. 1 

sheet of CrSI and 2 sheet of MDG temporarily archived. 3 sheet of MDG submitted to the warehouse 

department. The warehouse department receives 3 sheet of MDG and prepare goods to be delivered in 

accordance with the 3 sheet of MDG. This department from the warehouse department. Shipping goods 

department receives the goods along with the 3 sheet of MDG and deliver of goods to the destination 

and requires the customer signature on the 3 sheet of MDG. Shipping goods department submitted the 3 

sheet of MDG to the owner. The owner received 3 sheet of MDG from the shipping goods department 

and compare it with 2 sheet of MDG, 1 sheet of CrSI temporarily archived. The day before the due 

date, the owner reopened 1 sheet of CrSI, 2 sheet of MDG, and 3 sheet of MDG and the opening 

receivable record, the owners make a bill letter to customers as a reminder that that the payment is 

nearly due. When the owner receives the payment of receivables from customers, the owners reopen 
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credit sales system and input the amount receivable from the customer is concerned that such accounts 

receivable has been settled, update accounts receivable records, and then print the new CrSI consisting 

of 2 sheet and give the "PAID" stamp on it. The owner of depositing money into a bank on the same 

day or the next day and get a Deposit Slip (DS) from the bank. The owner will compare the DS and 1 

sheet of CrSI, create a journal and credit sales reports and then archiving fixed. Based on the proposed 

procedure, then the flowchart of credit sales accounting information system is shown in Figure 4: 

 

 
 

Figure 4. Chart of Accounting Information System The Proposed Credit Sales 

 

Description : 

CrSI : Credit Sales Invoice (2 sheets) 

MDG : Mail Delivery goods (3 sheets) 

BL  : Bill Letter 

SR  : Sales Reports 

DS  : Deposit Slip 

 

c.   Analysis of Function or Department Related in Cash and Credit Sales System 

 In a function or department there are still weaknesses that is the dual tasks and responsibilities 

in the shipping goods department and there is no accounting department that can be done by the cashier 

department. Therefore, the researcher suggests that TB. Sinar Agung Jaya adds to the warehouse 

department to check and take a goods purchased a customer as well as add the owner's tasks as a credit 

function and accounting functions that create sales reports that give information needed by the 

company. 

The Proposed Function or Department Related in Cash and Credit Sales Accounting Information 

System. 

1. Sales Department (The Assistant), in charge of serving and giving information about the goods 

to be purchased or ordered the customer. 

2. Cashier Department and Billing Department (The Owner), in charger of responsible do cash 

receipts, billing, receive payment of accounts receivable, sales software operating, deposit the 

money into the bank and keep a journal and sales reports.  

3. Warehouse Department, in charge of responsible for filling the bin card, check the goods in the 

warehouse, preparing and packing the goods to be shipped to the customer. 

4. Shipping Goods Department, in chager of delivery of goods to the customers. 

 

d.   Analysis of Internal Control System (ICS) Cash and Credit Sales System On TB. Sinar Agung 

Jaya. 

1. Organization Structure  

a. Shipping Goods or Warehouse Department 
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In a cash and credit sales system on TB. Sinar Agung Jaya are still unseparated tasks and 

responsibilities in the shipping goods department that is prepare and delivery of goods to the 

customers.  

b. Accounting Department 

TB. Sinar Agung Jaya does not have the accounting department so that the company does not 

have a accounts receivable record, sales reports and cash receipts report so that company 

unable to know the details of the profit of cash and credit sales. 

2. Authorization System and Recording Procedures. 

a. The credit approval is authorized by the cashier. 

In TB. Sinar Agung Jaya there has been no credit approval for credit sales, the owner only 

gives the 2 sheet of the sales note to the customer as proof that customers make payments 

goods on credit (tempo). 

b. The Inventory record is authorized by the warehouse. 

TB. Sinar Agung Jaya does not make a inventory record in the warehouse because the company 

does not have a warehouse department.  

c. Cost of goods sold record, receivable record, sales reports and cash receipts report authorized 

by the accounting department. 

TB. Sinar Agung Jaya does not have the accounting department so that the company does not 

have a financial reports required for decision making. 

3. The Good Practice 

a. The creating a Sales Report. 

TB. Sinar Agung Jaya does not create sales reports either daily or monthly so that the company 

can not know get profit from the sales of goods. 

b. Total cash received from the result cash or credit sales is not directly deposit to the bank on the 

same day or the next day. 

The owners TB. Sinar Agung Jaya depositing money from the sales every week or remitted if 

the owner is not busy, it is could trigger a fraud such as embezzlement by particular parties or 

loss.  

c. Giving the "PAID" stamp on the sales invoice. 

In the sales accounting system on TB. Sinar Agung Jaya there are still some deficiencies in the 

sales invoice that is using the sales note that document un-numbering and not given "PAID" 

stamp on the sales note.  

d. Credit Approval 

TB. Sinar Agung Jaya does not make the credit approval letter that authorized by the cashier as 

proof that the owners as the cashier give credit license to the customer. 

The Proposed Internal Control System (ICS) Cash and Credit Sales Accounting Information 

System On TB. Sinar Agung Jaya. 

1. Organization Structure  

a. Shipping Goods or Warehouse Department 

In a cash and credit sales system on TB. Sinar Agung Jaya are still unseparated task of the 

warehouse department and the shipping goods department. The solution suggests is the 

researcher that the tasks and responsibilities between the warehouse department and shipping 

goods department should be separated, and companies should add the warehouse department so 

that in the preparation process and delivery of goods more optimal, quickly and effective as 

well as reducing the risk of fraud can be committed by employees. 

b. Accounting Department 

TB. Sinar Agung Jaya does not have the accounting department so that receivable record, sales 

reports and cash receipts report cannot be generated. The solution suggested by researcher is a 

system process cash and credit sales on TB. Sinar Agung Jaya need to add accounting 

department, this department can be handled by the cashier because of the control on the cashier 

department is the owner's TB. Sinar Agung Jaya, that is needs to add the cashir’s task to 

recording receivable and create sales reports. 

2. Authorization System and Recording Procedures  

a. The credit approval is authorized by the cashier  
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In TB. Sinar Agung Jaya, there is no credit approval for the credit sales. The solution, the 

researcher suggests that the owner should also give her signature (initial) on the sales note as 

the proof that the company has authorized the credit approval for the customers.  

b. Inventories record authorized by the warehouse. 

TB. Sinar Agung Jaya does not have the warehouse department so that the company does not 

have a record of inventory. The solution suggestsed by researcher is companies need to add 

employees to the warehouse department in charge of recording of inventory so that companies 

can control inventory in the warehouse.  

c. Cost of goods sold record, receivable record, sales reports and cash receipts report authorized 

by the accounting department.  

TB. Sinar Agung Jaya does not have the accounting department so that companies do not have 

financial statements. Thus, the researcher suggests is companies need to add the accounting 

department by adding the owner’s task to make the reports required by the company. The 

cashier may serve as the accounting department and billing because that responsible in the 

cashier is the owner’s TB. Sinar Agung Jaya so that the cashier department impossible commit 

fraud. TB. Sinar Agung is also a private business that is still evolving so that the duties and 

responsibilities of particular parts can be still handled by one department.  

3. The Good Practice 

a. The Creating a Sales Report. 

TB. Sinar Agung Jaya does not have the accounting department so that the company does not 

create sales reports, the researcher give of the suggests solutions that companies need to add 

tasks to the cashier department so that companies can create sales reports that are used as 

information in decision making.  

b. The total cash received from the result cash or credit sales is not directly deposit to the bank on 

the same day or the next day. 

This can lead to fraud such as embezzlement by particular parties or loss. The solution 

suggestsed by researcher is the owner of depositing money into the bank on the same day or the 

next day to prevent fraud that may occurr and have internal periodic audit. 

c. Giving the "PAID" stamp on the sales invoice. 

TB. Sinar Agung Jaya does not give the "PAID" stamp on the sales note. In accordance with the 

Internal Control System (ICS), the researcher suggests to create Sales Invoices are numbered 

printed and given the "PAID" stamp in the Sales Invoice authorized by the cashier department. 

d. Credit Approval 

On TB. Sinar Agung Jaya does not make the credit approval letter that authorized by the 

cashier. The suggestsed solution the researcher is the owners create the credit licensing to 

customers who make credit payments (tempo), the credit approval is used to see the customer's 

ability to repay its debt to the company so that the company can minimize the risk of bad debt 

or late payments. Credit approval can be created and attached to the sales invoices with adding 

columns of the credit approval and giving the signature of the owner as proof that the creadit 

approval submitted by customers has been approved by the owner's shop. 

 

e.   Analysis and Design Sales Accounting Information System 

Based on activity and turnover are obtained, TB. Sinat Agung Jaya needed a computer-based sales 

accounting system. The design of computes-based sales system which the researcher proposes can help 

the company to a record, process, update, save and print data into a document, be able to minimize 

errors in data processing, as well as can process data quickly to produce information quickly, precisely 

and accurately for the company. 

A. Contex Diagram  

 

 

 

 

 

 

Figure 5. Context Diagram of The Sales Accounting Information System Proposed 
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This diagram illustrates the process of accounting information system sales, where the relationship 

between the entities that customers with sales systems and sales systems with the owners 

 

B.   Zero Diagram 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 6. Zero Diagram of The Sales Accounting Information System Proposed. 

 

This diagram illustrates the process of accounting information system overall sales. Beginning in the 

process before the transaction process (set up) until process the transactions and generate reports for 

owners. 

 

C. Level Diagram. 

Diagram of Level 1 Process 1 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 7.  Diagram of Level 1 Process 1 Sales Accounting Information System Proposed. 

 

This diagram illustrates the process of the system set up customer data, item and accounts making it 

easier for users to data processing. 
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Diagram of Level 1 Proses 2. 

 

 

 

 

 

 

 

 

 

Figure 8. Diagram of Level 1 Process 2 Sales Accounting Information System Proposed 

 

 

This diagram illustrates the process of the system to process checks data item, if the data is available, 

the system will make the sales process. 

 

Diagram of Level 1 Proses 3 

 

 

 

 

 

 

 

 

 

 

 

Figure 9. Diagram of Level 1 Process 3 Sales  Accounting Information System Proposed  

 

This diagram illustrates the process of credit verification sales order after that the system will make the 

process of sale and payment.  

 

 

Diagram of Level 2 Proses 3. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure  10. Diagram of Level 2 Process 3 Sales Accounting Information System Proposed 

 

This diagram illustrates the process of credit authorization for credit sales and payment processes for 

cash and credit sales from customers. 

 

 



Proceeding UG Economic Faculty-International Conference                   

Gunadarma University – Campus L2, July 25th-26 th  2017              ISBN: 978-602-9438-80-2 

Octania, Supadmini  497 

 

D. Entity Relationship Diagram (ERD) 

The following is the ERD system proposed for sales system on TB. Sinar Agung Jaya is shown in 

figure 11: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 11. Entity Relationship Diagram of The Proposed 

 

Here is an explanation on the picture ERD (Entity Relationship Diagram), namely: 

The relation between the customers with goods entities named “order”. In relation this order a customer 

order and choose of goods, the next process is a customers doing the sales transaction process including 

the delivery of the goods to the customer. In the sales process is divided into two namely: the cash and 

credit sales, this process is depicted with the entity symbol. The relationship between “sales” and 

“account” named “journal” where the system will do the journal to every sales process and doing 

updates to account. On the relation of payments the company received payments from customers both 

cash payment or payment over payment of accounts receivable. 

 

E. Normalization 

Normalization is a technique in the logic design of a database that classifies the attributes of a relation 

to form relations structure in accordance with certain conditions. Here is a picture of normalization 

proposed: 

The following table of third normalization form shown in figure 15: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 15.  Third Normalization Form (3NF) 
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6.  The Proposed Database Design 

The next stage, the researcher proposes a database design for the designing of the sales accounting 

information system on TB. Sinar Agung Jaya. A database is a collection of several file. The following 

tables design in the cash and credit sales accounting information system database on TB. Sinar Agung 

Jaya, can be seen on the table below. 

a. Customers Table 

Table 4.1 Design of The Customers Table 

 

 

 

 

 

 

 

 

 

 

 

 

b.   Goods Table 

 

Table 4.2 Design of The Goods Table 

 

 

 

 

 

 

 

 

 

 

 

c. Account Table 

 

Table 4.3 Design of The Account Table 

 

 

 

 

 

 

 

7. The Proposed Output Design 

The researcher proposes the output design for sales accounting information system on TB. Sinar Agung 

Jaya like a Sales invoice, Mail delivery of goods, Sales invoice reports per month, Cash receipt report, 

account receivable report and inventory report. The following output of accounting information system 

that the author are proposing, as follows: 

1. Output Design of The Sales Invoice 
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Figure 17. Output Design of The Sales Invoice 

 

2. Output Design of The Sales Reports Per Month 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

          Figure 18 Output Design of  The Sales Reports Per Month 

 

3. Output Design of The Cash Receipt Report 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 19.  Output Design of The Cash Receipt Report 
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4. Output Design of The Receivable Report 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

     Figure 20. Output Design of The Receivable Report 

 

5. Output Design of The Inventory Report  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 21.  Output Design of The Receivable Report 

 

 

 

CONCLUSION AND SUGGESTION 

1.  Conclusion 

Based on the discussion in the previous chapter, it can the authors conclude that: 

a. The sales accounting information system applied on TB. Sinar Agung Jaya is manually system. The 

cash and credit sales transactions are only recorded on the sales invoice and not made the details of 

an accounts receivable. The inventory balance report, accounts receivable and cash report cannot 

be produced quickly and at any time. There are often calculation errors occurred in recoding the 

transactions, data transaction loss, and time-consuming data processing. 

b. The sales accounting information system applied on the company's TB. Sinar Agung Jaya there is a 

weakness in the unseparated tasks and responsibilities handled by the good shipping or warehouse 

department, not the accounting department, there are no credit authorization process, there is no 

giving the "PAID" stamp on the sale invoice. This weakness impact on the balance of accounts 

receivable information which cannot be quickly known.  
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2.  Suggestion. 

Based on the results of the analysis of sale accounting information system on TB. Sinar Agung Jaya in 

previous chapters, the author gives suggestion as follow:  

a. TB. Sinar Agung Jaya should separates task and responsibilities handled by the goods shipping or 

warehouse department by adding a warehouse department to the system. 

b. TB. Sinar Agung Jaya should add the tasks of the cashier who is also the owner as the accounting 

department to handle the accounting recording and make the financial reports needed by the 

company. 

c. Need for credit authorization and affix give the "PAID" sttamp on the sales invoice. 

d. As the sales turnover reached Rp100.000.000 each month, the researcher recommends that 

companies use the database-based accounting information technology in the management of 

company’s financial report. 
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ABSTRACT 

 

Digital Marketing is fast gaining popularity over traditional marketing due to enhanced level of speed, 

efficiency, cost effectiveness and greater focus on customer. Consumers and businesses are 

increasingly shifting their attention from traditional marketing media like television, radio and print 

publications to digital marketing like Internet, wireless devices and social media channels. 

 

KeyWords: Digital Marketing& Traditional Marketing, Social Media Tools, Search Engine 

Optimization, Pay Per Click, Social Media Marketing, Digital Innovation, Digital 

Marketing Channels, Digital Marketing Strategies.  

 

 

 

 Coming to the 21
st
 century, developments in technology and the evolution of digital marketing 

are closely united. There have been major breakthroughs in technology such as radio, television, 

internet, mobile devices and applications that ultimately altered the relationships between marketers 

and consumers for ever and did soon a global scale. But, of course, digital marketing is not actually 

about technology at all, on the contrary, it is all about people. In that sense it’s similar to traditional 

marketing. It’s about people (marketers) connecting with other people (consumers) to build 

relationships and ultimately drive sales.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Digital marketing is the use of digital sources like Internet, digital media as radio, television, 

mobile phones and digital display advertising for promotion of products and brands to consumers. 

Digital marketing is the practice of promoting products and services using database-driven online 

distribution channels so as to reach consumers in a timely, personal, relevant and cost-effective manner. 

Marketing concept is undergoing a shift from the exchange of goods to interactivity, services, 

connectivity, and ongoing relationships. This shift is facilitated by technological innovations, changing 

media environments and new channels which are making small business sectors to search and 
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implement ways to attract potential customers. Digital Marketing uses different digital marketing 

channels such as video channels, banner ads on affiliate websites, cell phone short message service 

(SMS) text messages, voice broadcast, really simple syndication (RSS) feeds, outdoor digital displays, 

websites, blogs, broadcasts and etc.  Besides, it has several techniques such as search engine 

optimization (SEO), pay per click (PPC), and social media marketing (SMM) and paid inclusion. 

Search engine optimization improves website or webpage appearance in search engines through “un-

paid or natural” search results. Social media marketing makes use of online communities, social 

networks, blogs and online channels like Facebook, Twitter, Google+, YouTube, LinkedIn for 

marketing and sale activities.  

According to IDC's CMO Advisory Service,from 2009 to the end of 2013 digital marketing 

program spend increased from 13% to 34% of the total marketing program mix. For 2014 IDC's CMO 

Advisory Service expects this to increase to 39% and to 50% in 2016 respectively
1
. In addition, digital 

marketing averages 2.5% of company revenue and 25% of overall marketing expenses according to 

Gartner. Google’s own research says that 94% of smartphone users search for local info, 51% visit the 

store they searched for and 29% of them make a purchase online. A new report by Forrester Research 

forecast says that interactive marketing spend will reach $76.6 billion by 2016 as an example of US
2
.  

Search marketing which is considered as one of the core digital channels of digital marketing will 

continue to be the biggest piece of the interactive spending pie rising from $18.8 billion to $33.3 billion 

between 2011 and 2016.   

If we glance at the condition of digital marketing in Uzbekistan,there are 213600 small 

business sectors running their businesses in various fields. This number shows that the time has come 

for small business sectors to drive their sales by digital marketing opportunities. Digital marketing can 

be applied in variety of business fields such as hypermarkets (Makro), supermarkets (Mega Planet), 

online trading shops (Torg.uz), online retail shops (Korzinka.uz), tech companies (Artel, Roison), 

telecommunication companies (Beeline, Ucell), tourism, banking and etc. We can currently observe 

four top priority problems in Uzbekistan with digital marketing such as commerce experiences 

(Torg.uz), social marketing (Artel), content management (Makro) and mobile marketing (Korzinka).  

If we look through some statistics, according toUzReport,more than 10 million people access 

internet regularly in Uzbekistan
3
. And, here comes the best part; the internet users as of now comprise 

of only 33.6% of the population. Now you can imagine the scope of internet marketing in Uzbekistan as 

an example of Korzinka.uz and Torg.uz since both companies provide an online shopping service for 

consumers. In addition to the statistics of online free ads social website calledTorg.uz, about 5% of 

visits to Torg.uz are referred by search engines. It shows that the site has been sufficiently recognized 

by local users (94.2%)
4
 which can be a sufficient cause to enhance the digital marketing within the 

country.Another survey statistics indicate that 659175 people weekly visit Korzinka supermarkets in 

Tashkent
5
. This number can be doubled or even tripled in a short time by the implementation of the 

digital marketing ways such as enhancing commerce experience and mobile marketing, and etc.  

To sum up, with the advent of digital marketing the scope and prospects of profit reaping has 

increased for enterprises to a great extent but still it lacks strong customer loyalty as from the buyer's 

viewpoint, the inability of shoppers to touch, to smell, to taste, and to try on tangible goods before 

making an online purchase can be a limit of digital marketing over traditional marketing. The 

theoretical understandings of why and how to use different digital marketing channels in innovative 

development of economics is still under development process.  

At the end of my words, I would like to recommend these four keys which make digital 

marketing success in Uzbekistan enterprises as follows:  

1. Manage complex customer relationships across a variety of channels – both digital and 

traditional by enhancing corporate website and social marketing 

                                            
1
Source: IDC CMO Advisory Service Tech Marketing Benchmark Survey 

2
Source: Forrester Research Interactive Marketing Forecasts 

3
 Source: UzReportInformation Agency 

4
Source: Alexa Rank Data ( report.com web analyzer) 

5
Source: Prepared by the authors 
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2. Respond to and initiate dynamic customer interactions through mobile, email and internet 

marketing  

3. Extract value from big data to make better decisions faster. 

4. Increase in geo-targeting and location-based services. 
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ABSTRACT 

 

The acutest issue that stands in the process of implementation of various trade and commercial 

operations like in no any other area of business arises with regard to the protection of the 

interests of the seller of a good. The development of free international trade highlights the 

creation of such mechanisms of guarantees that would protect entrepreneurs from losses 

against invested capital in the business. Such guarantees are achieved through the use of 

insurance services as a credible instrument of legal and economic nature that provides for the 

payment of insurance amount of cargo, property or funds under certain conditions. It is the 

existence of insurance policies concluded as a result of insurance of property, freight and 

financial risks that allowsfor wholesale and trading organizations to gain confidence in 

achieving predictable results regardless of environmental factors. It should be noted that when 

specifying the scope of the use of insurance services they should be the subject of deep study at 

concluding contracts for the supply of goods, as they play an important role in pricing goods. 

The high cost of commercial contracts often amounting to millions of US dollars and a 

significant working capital involved in the purchase of goods do not leave no other alternative 

to the seller in the protection of its financial assets, except for insurance of financial risks. 

Risks as resulted from failures in business strategy often lead to serious problems that 

destabilizes financial and economic activity of firms and often even lead to bankruptcy. Of the 

variety of insurance services, the most widely used in commerce is the insurance of commercial 

contracts across the range of risks that may occur during their execution. Anticipation of all 

risk factors is almost impossible, because they are often associated with disasters, market 

mechanism, inflation and a number of other negative situations that occur in the environment. 

But it is the task of every entrepreneur to prevent the business from incurring the damaging 

effects. 

 

Keywords: Commercial contract, insurance service 
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ABSTRACT 

 

The main goal of the paper is discussing motivationmethodsfor consumers of production on 

food industry enterprises. The importance of consumermotivation is growing all the time in the 

enterprises. This paper is about the motivational methods. The main aim was to find out the 

consumer satisfaction in industry enterprises and to find out possible aspects for 

improvements. 

 

Keywords: Motivation, consumer motivation,motivational method of organizing sale. 
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ABSTRACT 

The prime minster of Republic of Uzbekistan A. N. Oripov in his speech in the meeting of Oliy 

Majlis with Senate in December 14, 2017 gave emphasis on improvement on the analysis of the 

food products as one of the primary goals of the government in the year of 2017. The success of 

this mission is closely related to the transportation of the products and their delivery to the 

foreign markets. During the years of the Independence of the Uzbekistan, the export of fruit and 

vegetables increased seven times,   from -772.1 (thousand) tons to almost 500 (thousand) tons 

respectively. During this period, 73% of the export was fruit and vegetables while 14% was 

products that dried and recycled products, the remaining 13% of was seedy and corn products. 

According to the statistical data during the 9-month time of 2016, export of the fruit and 

vegetables products was equal to 1.5 billion USD. 

 

Keywords: transport, export 
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ABSTRACT 

 

Activity of businessmen constantly is exposed to every possible risk. According to the Republic 

of Uzbekistan law “About insurance activity”, “insurance is protection of interests legal or 

physical persons by payment to it according to the contract of insurance of insurance 

compensation (the insurance Uzbek sum) at the expense of the monetary funds formed of 

insurance premiums paid by them, at approach of certain event (insured event)”. The 

insurance system in Republic of Uzbekistan consists of voluntary and obligatory insurance. 

Obligatory state insurance is provided with state structures, and voluntary is the insurance 

companies of various patterns of ownership. Each businessman is obliged to provide pension 

and social insurance of the personnel by payment of uniform social payment in percentage of 

payment fund. These means are distributed between the state trust funds and the Federation 

Council of trade unions according to the order defined by the Ministry of Finance. At 

insurance of enterprise risks the risk of non-receipt of expected incomes of enterprise activity is 

insured. Insurance - one of most dynamically developing spheres of domestic business. In 

Republic of Uzbekistan 21 insurance company which renders about 260 kinds of insurance 

services operates. The businessman can take the measures directed on reducing risk or the size 

of the potential damage connected with it. But as completely to exclude possibility of losses it is 

impossible, he should think of a question: how and for what account of means possible losses 

will be compensated? Insurance in Republic of Uzbekistan is divided on two branches: life 

insurance and the general insurance. 

  

Keywords: Insurance system, insurance of enterprise, life indurance, the general insurance 
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ABSTRACT 

 

Leasing in Republic of Uzbekistan accepts more and more accurate organizational and 

legal forms. Now the legislative, standard and methodical base of leasing activity is improved. 

There were a number of the governmental orders, and also the methodical materials directed 

on creation of more favorable conditions for leasing. Necessity of the further support of the 

market of leasing services and increase in number of the leasing companies assumes creation 

of the effective mechanism of stimulation of leasing in Republic of Uzbekistan. Acceptance on 

April, 14th, 1999, the Law «About leasing» was serious step in development of leasing activity 

in Republic of Uzbekistan.  
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