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Welcome Message From Chairman of AIMI 
 
Assalamu alaikum wr. wb. 
 
Welcome to the fourth International Conference AIMI 2015 

 
As I have stated before that this International conference is the fourth 

International Conference organized by AIMI. The first was held in Denpasar Bali in 2010, 
and continued to the second which was conducted in Pekanbaru in 2011, and the third 
was held in Makassar in 2013. Time goes by and it has been for almost six years AIMI has 
been established and give beneficial to its members as well as Indonesian society. In line 
with the mission of AIMI which intends to bridge between academic field, especially 
faculty of economics and business, and the real business world, in terms of decision 
making process in a business organization and public as well as government institutions. 

 
 AIMI has considered, synchronized, and harmonized between the development 

and rapid progress in the management practice that is a decision making process 
including planning, doing, and evaluation in the business and public organization, and 
the development of higher education, as an institution to transfer knowledge and its 
development to students as well as to develop and create knowledge and technology. 
Whereas, the current condition remains showing that the role of higher education  is still 
one step back than the management practice in terms of the effort to elevate public and 
private/business organizational performance.  

 
As we commonly known that business organization cannot be separated from 

Industrialization as a process to fulfill the need of society and country. Industrialization is 
also an interaction of natural, human, financial, institutional, and technology resources. 
The interaction among them will influence the surrounding environment quality. The 
industrialization can be a driving of the production factor which moves the goods or raw 
material from the origin place of the production to the manufacturing process. 
Meanwhile, the finished goods as the result of manufacturing are also driven from the 
factory to the consumers who need the goods. By connecting the production factor and 
finished good movement to Indonesia as an archipelago state, it will bring it as one of 
the topics being discussed in this conference. 

 
Moreover, referring to the contribution of AIMI as stated above, it is undoubtable 

that AIMI has a high role that is to strengthen Indonesian product and service 
competitiveness. Through four prominent programs for the next three years (AIMI 
Committee of 2014-2017) which are organizational, information, cooperation, and 
expertise programs, it is hoped that AIMI can elevate Indonesian product and service 
competitiveness.  

 
Global market gives huge opportunities to companies which have product and 

service competitiveness. Therefore, this precious moment will become a great 
opportunity for business practitioners and academics to share. As for business 
practitioners, they can share their current activities, and for academics they can deliver 
relevant theories which are suitable with the current condition. 
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And finally, I would like to express my great gratitude to AIMI members, especially 
AIMI Bengkulu and all universities in Bengkulu who actively participate in this 
international conference. My gratitude is also expressed to all the business practitioners 
who have share their time and give us material and immaterial support. And the last, I 
would like to thank you to all the sponsors and our distinguished guests, the participants 
of the fourth AIMI International Conference.  

Hope this International Conference will be beneficial for all of us and Indonesian 
Society.  

Thank you. 
 
 
 

Prof. Armanu Thoyib, Ph.D 
Chairman of AIMI 
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Welcome Message From Conference Chairman 

Welcome to International Conference Indonesian Management Scientists Association 

(AIMI) 2015. 

This International Conference is a manifestation of an attempt to synergize the 

participation of practitioners and academics in building Indonesia, particularly in the 

field of economics and business. 

AIMI IC 2015 hosted by Indonesian Management Scientists Association working 

with University Brawijaya, University Bengkulu and Dehasen University. Indonesian 

Management Scientists Association supporting role in promoting Bengkulu as an 

international city. 

IC AIMI has successfully organized annual conferences in cooperation with the 

higher education institutions. Support of academics, researchers and business 

practitioners are clearly visible from a paper accepted by the organizers of this year. This 

year a total of 6 abstracts and 49 full papers were received and most of them will be 

presented. 

I would like to thank and congratulate the chairman Indonesian Management 

Scientists Association, Rector of University Brawijaya, Dean of Faculty of Economics and 

Business, University of Brawijaya, Rector of University Bengkulu, Dean of Faculty of 

Economics and Business University Bengkulu, the Coordinator of the Doctoral Program 

in Management Science University Bengkulu, University Rector of Dehasen Bengkulu, 

Dean of Faculty of Economics University Dehasen Bengkulu for their support, the 

Ministry of Public Works and Housing Bengkulu Provincial People financial support of PT. 

Bank Bengkulu, PT. Rodateknindo Purajaya, PT. Rico South Son and other sponsors, PT. 

Pelabuhan Indonesia II Branch Bengkulu, Cipta Mandiri Planner, RSJKO Province of 

Bengkulu, Bengkulu Muhammadiyah University, University Professor Dr. Hazairin 

Bengkulu, STIKES Bakti Husada, PT. Foundation work Megah PT. Samumi Jaya Sakti, CV. 

Modecom, for their financial support. I want to thank you for all the participants and 

organizing for their support. 

 

Ir. M. Nashsyah, MM., MT. 

Conference Chair 
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Welcome Message From Program Chairman 

As the conference manager of 4th ICAIMI 2015 Conference, it is my pleasure and 

previlege in welcome friends, colleagues, and participants from all over the world 

attending this conference. 

The 4th Interational Conference AIMI (ICAIMI) 2015 is designed to encourage 

management and business research, education, and more importanly the knowledge 

dissemination that are relevance to management studies. The conference provides a 

platform for all academia  who are interested in management and business 

development issues relevant to the growth of global economic that enable the 

participants to share their knowledge and their experience and more specifically to 

develop mutual research interest collaboration. 

Many countries in the world are projected to be leading economic countries in the 

next five years. Over 30 papers from 4 countries echoing the conference theme 

“Transforming Business in Emerging Markets” reflect that management, business 

research and business practices are evolved through the globalization.  

We hope this conference to be successful and become an important and valuable 

resources under your contribution and participation. Finally, on behalf the organizing 

commitee members, i hope and i am sure you will have fruitful discussion and successful 

meeting, wish you all have a pleasant and enjoyable day in bengkulu and looking 

forward to seeing you in person. 

 

Ananda Sabil Hussein, PhD. 

2015 Program Chairman 
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ANALYSIS OF FACTORS AFFECTING THE DECISION TO PURCHASE PRODUCTS 
TUPPERWARE IN PT. MALAHO BANGKAHULU PERDANA  

IN BENGKULU 
 

Imelda Arga Rini 
Muhartini Salim 

Chandrainy Puri 
 

ABSTRACT 

This study aimed to analyze the factors that influence purchasing decisions Tupperware 
products at PT. Malaho Bangkahulu Perdana in Bengkulu. Tests conducted by 
questionnaire validity and reliability test, the test results of each item valid and reliable 
questionnaire. In this study the number of respondents were taken by 100 respondents. 
Data management is done by using SPSS and then the data were analyzed by factor 
analysis. Based on the results of research and testing of the 32 factors analyzed 
concluded that: Reduction of the 32 factors that consumers consider the purchase 
Tupperware products at PT. Malaho Bangkahulu Perdana generate 7 (seven) factors. 
These seven factors are: service factor, organizational factors, product factors, 
psychological factors, people factor, individual factor, quality factor. Service factor is the 
first factor into the purchase decision factors with the highest eigenvalue of 12.112 and 
a variance equal to 37.850%. While the quality factor into the final factor that factor into 
purchasing decisions with eigenvalue of 1.036 and 3.239% variance. Seventh factors 
such purchases jointly by 60.163% to factor that consumers consider in the purchase of 
Tupperware products at PT. Malaho Bangkahulu Perdana derived from the value of the 
cumulative percent eigenvalue. 
 
Keywords : Buying-decision, factor analysis, student,  lectur Counsellor 
 
PRELIMINARY 
Today, plastic has become part of our daily lives and often replace traditional materials 
such as wood, metal, glass, leather, paper and rubber. The packaging design is attractive 
and versatile functions to be one of the reasons why plastic favored by the people. Of all 
the plastic that uses various types and forms that function as a plastic food and 
beverage containers receive the highest attention. Many questions concerning the safe 
use of plastic as food and beverage containers, as well as how to recognize it in order to 
avoid adverse effects to health and make a gap for the company. Tupperware is a 
multinational company that manufactures and markets quality plastic products for 
household. The head office is located in Orland United States. Direct Selling with system 
sales (direct sales). Tupperware now growing very rapidly and reach a market of more 
than 100 countries. In many countries, Tupperware has always ranked the top among 
the companies other direct selling. Officially, Tupperware marketed in Indonesia in 1991 
by PT Alif Rose domiciled in Jakarta. 
 
PT. Malaho Bangkahulu Prime, located on Jl. Gen. Sudirman 333 Stone Door Bengkulu is 
one tupperware products distributor in the city of Bengkulu. 
 
Tupperware a household appliances made of plastic among other well-known plastic 
dikhalayak wide. Tupperware storage container may include vegetables, cakes, snack 
serving container, and there is even a bag for a picnic and some other kitchen 
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equipment. The products are manufactured with high quality plastics have led to this 
product has been known by many audiences will be good quality. Compared to other 
plastic products consumers are still dropping his heart to this Tupperware products. As 
an example of a good quality of products tupperware that drink bottles are branded 
tupperware has been proven in all the audience that although drinking bottles or 
drinking cups with a lid was inverted upside down which closes below the results will not 
spill while the brands of other plastic products still could spill over, causing people 
difficulty when drinking bottles or drinking cups are placed inside the bag. Tupperware 
business today is very tempting, because the need for kitchen products continue to 
increase along with population growth. Distributors who do this business any more and 
continue to expand the market to expand the network of its products. 
 
Based on the description above, where the market is always dynamic and increasingly 
demanding party distributors to anticipate marketing their products, it is interesting to 
examine the "Analysis of factors affecting purchasing decisions Tupperware products at 
PT. Malaho Bangkahulu Prime Bengkulu ". 
 
Formulation of Problem 
Based on the background outlined the problems in this study can be formulated: "What 
factors are influencing purchasing decisions Tupperware products at PT. Malaho 
Bangkahulu Prime Bengkulu ". 
 
Research Objectives 
The purpose of this research is to study and analyze the factors that influence 
purchasing decisions Tupperware products at PT. Malaho Bangkahulu Prime Bengkulu. 
 
Benefits of research 
Based on the above problems, the benefits expected from the results of this study are: 
1) For the authors, this study serve as a vehicle to increase the knowledge of the 
theories in the course pemasara management. 
 
2) For PT. Malaho Bangkahulu Prime, expected as an input in an effort to increase the 
number of customers by good service, promotions to attract consumers, and superior 
product quality. 
 
3) For others, can be used as material information and comparison to a similar study in 
the future. 
 
Scope of the Study 
In order for this study did not deviate from the existing problems, the scope of this study 
is limited to the "Analysis of factors affecting purchasing decisions Tupperware products 
at PT. Malaho Bangkahulu Prime Bengkulu ". 
 
LITERATURE REVIEW 
Purchasing Decisions 
Purchasing decisions are individual activities that are directly involved in the decision to 
make the purchase of the products offered by the seller. 
 
Understanding the purchase according to Kotler & Armstrong (2001: 226) is a step in the 
decision-making process in which the purchaser buyers consumers actually buy. 
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According to Kotler (2002), the purchase decision is an act of consumers to want to buy 
or not to a product. 
 
Understanding the buying decision by Schiffman (2004: 547) is the selection of two or 
more alternative buyer's decision means that one can make a decision, it should be 
available some alternative options. 
 
According Drumond (2003: 68), the purchase decision is to identify all the possible 
options for solving the problem and assess options in a systematic and objective as well 
as the targets that determine the advantages and disadvantages of each. 
Purchasing decisions according to Nugroho (2003: 38) is the process of integration that 
combines the attitude of knowledge to evaluate the behavior of two or more 
alternatives, and choose one of them. 
 
From the definition above can be concluded that the purchase decision is an act done 
for the consumer to purchase a product. By because the customer purchase decision is a 
process of selecting one of several alternative settlement of problems with follow-up is 
real. After that consumers can evaluate options and then be able to determine the 
attitude to be taken next. 
 
Stages of the Purchase Decision Process 
In buying a product, a customer usually through five (5) stages of the purchase decision 
process, namely the introduction of needs, information search, evaluation of 
alternatives, purchase decision, post-purchase behavior. It is clear that the buyer begins 
long after the actual purchase. Marketing must give attention to all the action, and not 
just the act of purchasing decisions alone. According to Kotler & Armstrong (in Nembah 
F.Hartimbul Ginting: 2011: 48) there are five stages in the purchase decision process, 
which is shown in Figure 2.1 below: 
 
 
 

          

 
 
 

Figure 1. Stages of the Purchase Process 
 
 
Factors Influencing Buying Decisions 
According to Kotler (2001: 144), the factors that influence purchase decisions are 
cultural factors, social factors, personal, psychological. Most of these factors are not 
considered by marketers but in fact should be taken into account to determine how far 
the factors that influence consumer behavior consumer purchase. 
 
a. Cultural factors 
Culture is the determinant of desire and behavior to get the most basic values, 
perceptions, preferences and behavior of other important institutions. Cultural factors 
provide the most extensive influence on consumer behavior. 

The 

introduction 

of Needs 

search 
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of 
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s 
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b. Social factors 
Social class division of society is relatively homogenous and permanent structured 
hierarchically and whose members embrace the values, interests, and similar behavior. 
Social class is determined by a single factor, such as revenue, but it is measured as a 
combination of occupation, income, education, wealth, and other variables. In some 
social systems, members of different classes maintain a certain role and can not change 
their social position. 
c. Personal factors 
Personal factor is defined as a person's psychological characteristics that are different 
from others that causes relatively consistent response and enduring to the environment. 
Buying decisions are also influenced by personal characteristics, namely: 

1. Age and stage of life cycle 
2. Work 
3. The economic situation 
4. Lifestyle 
5. Personality and Self Concept 

d. Psychological factors 
Psychological factors as part of the influence of the environment in which he lived and 
live in the present without ignoring the influence of the past or anticipating the future 
choice of goods bought someone further influenced by psychological factors are 
important: 
1. Motivation 
2. Perception 
3. Knowledge 
4. Confidence and attitude 
 
Framework 
The framework is a narrative (description) or a statement (proposition) of the 
framework concept of solving a problem that has been identified or formulated. Frame 
or frame of mind in a quantitative study, will determine the clarity and validity of the 
research process as a whole. Through the description in the frame of mind, researchers 
can explain comprehensively what variables studied and of the theory of what variables 
were derived, and why the variables are examined. The description in the right frame of 
mind to be able to explain and assert the origin comprehensively studied variables, so 
variables tercatum in the formulation of the problem and identify problems more 
apparent origin of this usulnya.Penelitian aims to analyze the analytical framework for 
this study as shown in Figure 2.2 below: 
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Figure 2.2 Analytical Framework 

 
RESEARCH METHODS 

Types of Research 
This study is a descriptive study or the study outlines the characteristics of a state taken 
through the survey by taking samples from the population and use questioner as the 
principal gauge data (Singrimbun And Efendi, 1995: 3). 

Data Collection Methods 
Type of data 
Data used in this study include: 

1. Quantitative data is data that is in the form of numbers that can be calculated are 
obtained from the calculation of the questionnaire will be related to the issues 

Facilities (X1) 
• Location (X2) 
• Concern (X3) 
• Commitment (X4) 
• Prioritize Orders (X5) 
• Information (X6) 
• Behavior Seller (X7) 
• Knowledge of Seller (X8) 
• Attitudes Seller (X9) 
• Appearance Seller (X10) 
• Advertising (X11) 
• Introduction Product Information (X12) 
• Distribution Channels (X13) 
• Giving Discounts (X14) 
• Door to Door Campaign (X15) 
• Direct Promotions (X16) 
• Product Features (X17) 
• Quality of Materials (X18) 
• Product Quality (x19) 
• Leisure Product Quality (X20) 
• Product Warranty (X21) 
• Uses Products (X22) 
• Individual Needs (x23) 
• Needs Group (X24) 
• Advertising catalogs (X25) 
• Advertising Media (X26) 
• Comparison of product quality (X27) 
• Evaluation of the product (X28) 
• Services (X29) 
• Product Quality (X30) 
• Product Satisfaction (X31) 
• Customer Satisfaction (X32) 

 

Factors Tupperware 

Product Purchase 

Decision PT. Malaho 

Bangkahulu Perdana 
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discussed. 
2. Qualitative data is data that can not be calculated or not in the form of figures 
obtained from interviews with consumers user or buyer Tupperware products as well as 
information obtained from other parties related to the issues discussed. 

Sources of Data 
The data source will be the subject of analysis in this paper can be divided into two 
types, namely: 
1. Primary data, that is data obtained directly through the author, questionnaires or 
through direct interviews with consumers about the problems examined. 
2. Secondary data, ie data collected by the authors of the documents that exist, from the 
research literature as well as from the internet on matters relating to research. 
 
Data collection techniques 
To obtain the necessary information and data in this paper, the authors use data 
collection techniques as follows: 
 
• Field Research (field research), the method of data collection is done on location or 
object of research directly or anywhere else that has to do with research. The field 
research done by: 
• The questionnaire is the data collected by distributing a list of questions on the 
respondents to be studied to be filled. 
The weighted average applied to the scale of the lowest and 5 the highest given to each 
respondent's answer of each question on the questionnaire and then calculated the 
average calculating the weighted average is adding up all the results, then multiplying 
the weight of the answer by the number of respondents who chose the answer later 
divided by the total number of frequencies. 
 
Population, Sample and Sampling Techniques 
Population 
Population is the generalization region consisting of the objects that have certain 
qualities and characteristics defined by the authors to be studied and then drawn 
conclusions, (Sugiyono, 2007) .Berdasarkan understanding of the population in this 
study are all consumers the Tupperware products at PT. Malaho Bangkahulu Prime. 
 
Sample Research and Sampling Techniques 
The sample is part of the number and karakteristrik owned by the population (Sugiyono, 
2010: 62). Conclusions drawn from the sample and used must have a representative 
nature. While the sample is part of the population that is used to estimate population 
characteristics. (Murti Sumarni et al: 2006: 70). The amount of samples taken in this 
study of 100 people consumer users Tupperware products at PT. Malaho Bangkahulu 
prime. The basic consideration for this study took a sample of 100 is because the 
homogeneous population (the same kind) and the sample is considered to represent a 
purchase decision tupperware products PT.Malaho Bangkahulu Prime. 
 
While the sampling technique used was accidental sampling technique, the respondents 
who have used the product tupperware PT. Malaho Bangkahulu Prime. With a number 
of 100 respondents. 
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Method of Analysis 
Analysis of Factors 
Factor analysis is an analytical tool multivariated used to reduce or summarize initial 
factors more into less. Hair et al (2005) states that the factor analysis examines the 
relationship between the structure of the large number of variables to define becomes a 
factor. Factor is a linear combination of the initial variables are interrelated and 
influence each other (Santoso, 2000). Factor analysis method used in this research is the 
principal component analysis (Principal Component Analysis) using varimax proseur. 
Factor analysis is done starting from the stage of feasibility factor to arrive at the stage 
interpretation of factors. 
 
Before variables dirduksi into several factors, first performed some testing and 
measurement. Tests conducted on the test KMO (Kaiser-Mayer-Olkin) and Barlett's test 
of sphericity, and test MSA (Measuring of Sampling Adequacy). KMO measurements 
conducted to see the ability of the sample describe relationships between variables that 
factor analysis as an analytical tool guaranteed accuracy. KMO index generated an index 
for comparing the magnitude of the correlation coefficient was observed with a 
magnitude of partial correlation. KMO small value indicates that the factor analysis is 
not appropriate because of the correlation between the combination of variables can 
not be explained by other variables. Hair et al (2005) reported a variable is said to be 
feasible if the value KMO on Anti-Image Metrics> 0.05, and if it is smaller than 0.50 then 
the variables must be excluded from the analysis. Then the formation of new factors on 
the results of the reduction factor is based on eigenvalue coefficient greater than 1.0. 
because the analysis of the factors included in the multivariate analysis group and very 
complicated if calculated manually, the process of calculating and processing is 
performed with SPSS (Statistical Package for Service Solution) version 16.0. 
 
Broadly speaking, the stages in the analysis of factors: 
1. Determine varabel what will be analyzed. 
 
2. Test variables in order to be worthy of the variables included in the factor analysis. 
Testing was conducted on the test KMO (Kaiser-Mayer-Olkin) and Barlett's test of 
sphericity, and test MSA (Measuring of Sampling Adequacy). 
 
3. After a number of variables chosen, then the process factoringatau "extraction" of the 
variable to be several factors. Factor analysis method used in this research is the 
principal component analysis (Principal Component Analysis) using varimax proseur. 
 
4. Factors formed Ration Factor to clarify whether factors formed secra significantly 
different from other factors. Rotation of the factors that will be used using varimax 
rotation. 
 
5. Interpretation of the factors that have been formed, in particular giving the name on 
the form factor, which is considered to represent variables members of these factors. 
 
Research 
Overview PT. Malaho Bangkahulu Prime 
Tupperware officially marketed in Indonesia in 1991. At this time tupperware in 
Indonesia already has 73 distributors spread throughout cities in Indonesia. PT. Malaho 
Bangkahulu Prime is an authorized distributor for Tupperware Indonesia which 47 are 
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located in Jln. Gen. Sudirman No. 333 villages stone door city of Bengkulu. PT. Malaho 
Bangkahulu Prime stood on 03 March 2000 with a distributor named mother Bernadini 
and accompanied by a spouse who was named Mr. Lagiman A.Malik. 
 
With a vision to change the lives of women Bengkulu become better and mission invites, 
guiding and motivating as many people Bengkulu especially women to join tupperware 
in order to gain additional revenue that change life for the better again with the aim of 
distributors is to achieve a resounding success with achieving all the targets, along with 
all members of the successful PT. Malaho Bangkahulu Prime, success with tupperware. 
 
Characteristics of Respondents 
Based on the results of questionnaires collecting the authors spread to the respondents, 
obtained information on the characteristics of respondents by age, gender, and 
employment status. Characteristics of respondents PT. Malaho Bangkahulu Prime is as 
follows: 
 
a. Age 
Judging from the age of respondents, the vast majority were aged 21 s / d 30 years, 
namely by 43%. Age 31 s / d 40 years is implanted at 29%. Age 41 s / d 50 years, namely 
by 17%. Age over 50 years amounting% and under 20 years of age is sebsar 5%. From 
the above data it can be seen that consumers PT. Malaho Bangkahulu Perdan is among 
adults. 
 
b. Gender 
Judging from the gender of the respondents, the vast majority were female gender that 
is equal to 95% and male gender 5%. From the above data shows that the majority of 
consumers PT. Malaho Bangkahulu Prime is female. 
 
c. Status 
Judging from the status of the respondents, the vast majority were already married 
status that is equal to 87% and unmarried status was 13%. From the above data it can be 
seen that the majority konsemen PT. Malaho Bangkahulu Prime is the status of a 
married by 87%. 
 
d. Work 
Judging from the work of the respondents, the vast majority were servants / employees 
at 68%. Not / does not work ie by 17%. Self namely by 10%. Students of 5% and 0% 
retired. Of Dapa above can be seen that the majority of consumers PT> malaho 
Bangkahulu Prime is from the employee / employee by 68%. 
 
e. Respondents perception Against Research Instruments 
In this study weeks to see the response of respondents research instrument, especially 
against some of the items pernatan regarding factors that mempenaruhikeputusan 
purchase in PT. Malaho Bangkahulu Prime is an authorized distributor tupperware 
dilakuan peskoran assessment and perception of the respondents. Grading scale used in 
this study is a tiered Likert scale 1-5. The scale shows the respondents ranging from 
strongly disagree strongly agree hinga. 
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Perception RespondenTerhadap Factors That consideration Consumer Purchase 
Decision Tupperware Products 
Indicators that received the highest perceived as factors that are considered by 
consumers to buy Tupperware products are the needs of the group (X24) with an 
average value of 4.09. The average value of the second biggest indicator is the quality of 
the product (X30) with an average value of 4.03. 
 
While the factors that gain is the lowest perception of service (X29) with an average 
value of 3.41. The average value of the second lowest indicator is concerned (X3) and 
granting discounts (X14) with an average value of 3.72 indicates that perceptions of 
caring and giving rebates provide enough influence on the consumer's decision to 
purchase Tupperware products PT. Malaho Bangkahulu Prime. If the factor of concern 
and providing the enhanced rebate will then be able to encourage consumers to buy. 
 
According to the table 4.6 in mind the average total respondents' perceptions of the 
factors that influence the consumer's decision to buy PT. Malaho Bangkahulu Prime 
3.86. Answers are located on agreed criteria. This means that concluded the above 
factors are all factors identified as the cause of the consumer's decision to buy the 
product at PT. Malaho Bangkahulu Prime city of Bengkulu. 
 
Related to consumer perception is known that the decision to purchase or choosing a 
product of course is done through several stages of the decision-making process. (Assail: 
2005) explains that there are three factors that influence the selection of the consumer, 
that individual factors, environmental and marketing stimuli. 
 
The first factor is the individual consumer, it means piliha to buy a product with a certain 
brand influenced by things that are present in consumer. Needs, perceptions of the 
characteristics of the brand, the attitude of demographic, lifestyle and individual 
personality characteristics would affect the choice of the individual against various 
alternative brands available. 
The second factor, the environment. Consumer preferences towards brands are 
influenced by the environment surrounding them. Social interaction is done by someone 
will also influence the choice of the products or services in purchasing. 
 
The third factor, marketing stimuli in this regard marketers trying to influence 
consumers by using a stimuli-marketing stimuli such as advertising and the like so that 
consumers are willing to choose the products offered. Unusual marketing strategy 
developed is related to the products offered, and how the distribution of promotional 
strategies. 
 
Analysis of Factors 
Data that has been through the test reliability and validity further dilolah with a factor 
analysis. Factor analysis is done to classify the factors considered in buying kosumen 
Tupperware products at PT. Malaho Bangkahulu Prime. The analysis tool used to 
influence and grouping 32 factors that affect the purchase Tupperware products at PT. 
Malaho Bangkahulu Prime Bengkulu. 
 
Factor is a linear combination of the initial variables are interrelated and influence each 
other. (Hair et al: 2005) states that the factor analysis examines the relationship 
between the structure of the large number of variables to define becomes a factor. 
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Factor analysis method used in this research is the method of principal component 
analysis (Principal Component Analysis) using varimax rotation procedure. Factor 
analysis is done from the stage of formulating the problem up to the stage 
interpretation of factors. 
 
Test KMO and Barlett's Test of Sphericity and MSA 
Long before those factors are reduced to a few factors odor, first performed some 
penguian and measurement. Testing was conducted on the test KMO (Kaiser-Mayer-
Olkin) and Barlett's of Sphericity, and test MSA (Measuring of Sampling Adequacy). 
 
KMO measurements conducted to see the ability of the sample describe relationships 
between variables so that the factor analysis sebaai guaranteed accuracy analysis tool 
(Hair: 2005). KMO index generated an index for comparing the magnitude of the 
correlation coefficient was observed with partial correlation coefficient. KMO small 
value indicates that the factor analysis is not appropriate because of the correlation 
between the combination of variables can not be explained by other variables. 
According to (Hair: 2005), the value of KMO (correlation) which is derived in testing 
should be greater than 0.5 and even better if close to 1. If the value of KMO ≥ 0.5 then 
the factor analysis model can be resumed at a later stage. Based on Table 4.7 it can be 
seen that the value of KMO and Barlett's Test is 0.887 which shall mean that the model 
analysis performed fakor can proceed to the next stage. This condition can also be seen 
from the test Barlett's test of Sphericity was used to assess the overall significance of the 
correlation matrix. 
 
This test is used to see if the factor model that was developed is correct. The test results 
showed that the analysis is suitable and can be forwarded, because the value of the test 
is quite large and the level of significance equal to zero (0) and shall mean that the 
chances of a mistake on the question between variables are not mutually independently 
be 0%, so that there is a correlation matrix significant inter-variables and factor models 
can be used. 
 
Test MSA (Measuring of Sampling Adequacy) is a test to look at the relationship 
between variables. MSA value is used to indicate that the variable good is having a 
correlation value ˃ 0:40 (Hair at all; 2005). Based on the data processing that has been 
done in the form of computer software SPSS 17 was obtained Anti-image matrices which 
is a matrix of reference to determine the 32 variables were reduced by factor analysis. 
Those values can be seen diagonally from top left to bottom right and a rank marked on 
the line Anti-image Correlation. The results, it turns out all the variables has an MSA 
value ˃ 0:40. This result shows that the relationship between variables very closely, so 
there are no variables are eliminated and all of them remain detained in the model for 
subsequent analysis. 
 
Interpretation Factors 
The final stages of factor analysis is to interpret the new factors that have formed and 
conduct towards these new factors. This is done in order to represent the variables 
members of these factors. Factor analysis did not specify the name of each factor and 
concept for factors produced. The name and the concept (meaning) of each factor is 
determined by the researchers themselves based approach surrogate variale and refers 
to the previous theoretical basis. According to (Hasan in Saputro: 2007) said giving the 
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name and concept of each factor is determined based on the general meaning of the 
variables included in it. 
 
1: Services Factor  
Factor 1 has eigenvalues at 12.112 and have a variance of 4.276 percent. This factor is 
made up of five variables, namely: variable facilities (X1) with a loading factor of 0.496, a 
variable location (X2) with a loading factor of 0.616, the variables of concern (X3) with a 
loading factor of 0,523, variable commitments by a factor loading of 0.440 variable 
priority order (X5) with a loading factor of 0.756. Given the name of service factor 
derived from the variables that have a factor which represents the ultimate loading of 
these factors, namely the variable priority order with factor loading of 0.756. 
 
Services are usually conducted in an effort to provide a sense of satisfaction and foster 
confidence in the customers or consumers, so that customers feel themselves 
overlooked or considered properly. The importance of customer service is also a 
strategy in order to win the competition. But not enough to give a sense of satisfaction 
and attention to customers, more than it is how to respond to the customer's wishes, 
and prioritize customer who has booked orders first so as to generate a positive 
impression on the customer. For the company Tupperware PT. Malaho Bangkahulu 
Prime memiliiki the appeal and that the main attraction of consumers to always buy or 
pay a visit to the company. 
 
2: Organization Factor  
Factor 2 has eigenvalues of 1.368 and has a variance of 4.276 percent. This factor is 
made up of five variables, namely: variable Introduction Product Information (X12) with 
a loading factor of 0.635, variable Giving Discounts (X14) with a loading factor of 0.457, 
variable Promotions Door to Door (X15) with a factor loading of 0.525, variable Direct 
promotion (X16) with a loading factor of 0,597, variable Product Excellence (X17) with a 
loading factor of 0.460. Organizational factors given name, derived from the variables 
that have the highest loading factor represents the factor, namely the introduction of 
variable Product Information (X12) with a loading factor of 0.635. 
 
In the factor of consumer organizations will process the information he got, consumers 
will compare the new information with information or knowledge that he had had 
before the Tupperware products, information and knowledge can be gained from 
experience or other advertising media such as magazines or newspapers. Then 
consumers will get the advantages and disadvantages that these products as well as the 
added value to be had. 
 
3: Product Factor  
Factor 3 has eigenvalues of 1.310 and has a variance of 4.094 percent. This factor is 
formed from 6 variables, namely: variable distribution channels (X13) with a loading 
factor of 0,535, the variable quality of the materials (X18) with a loading factor of 0,467, 
the variable quality of the product (x19) with a factor loading of 0.633, variable comfort 
kalitas products ( X20) with a loading factor of 0.566, variable Product Warranty (X21) 
with a loading factor of 0,597, the product uses a variable (X22) with a loading factor of 
0,470. Given the name of the product factor, derived from the variables that have the 
highest loading factor represents the factor, namely the Product Quality variable (x19) 
with a loading factor of 0.633. 
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Factor of the product is very dominant part in a product. Attributes product on 
Tupperware products at PT. Malaho Bangkahulu Prime visible on product quality, the 
advantages of the products and the suitability of its products. It is seen that the 
attributes of the product is qualified or not. For that Tupperware products at PT. Malaho 
Bangkahulu Prime has these things and it is the main attraction of consumers to always 
buy or visited PT. Malaho Bangkahlu Prime. Kotler (2003) states that the consumers in 
the purchase decision is influenced by the products offered by the seller. If the product 
is needed of consumers, consumers will seek to obtain it. 
 
4: Psychology Factor 
Factor 4 has eigenvalues of 1,200 and has a variance of 3.751 percent. This factor is 
formed from four variables, namely: variable advertising media (X26) with a loading 
factor of 0.497, a variable ratio of product quality (X27) with a loading factor of 0.636, 
variable product evaluation (X28) with a loading factor of 0,646, variable service (X29 ) 
with a loading factor of 0.496. Psychological factors given name derived from the 
variables that have the highest loading factor which represents the factor, which is 
variable Product Evaluation (X28) with a loading factor of 0,646. 
 
Psychological factors are also an important part for consumers in making purchasing 
decisions ,. This factor is influenced by four main factors include: (a) motivation, the 
urgent need to direct a person to seek the satisfaction of needs. Based on Maslow's 
theory, a person is controlled by a necessity at a time. Human needs organized 
according to a hierarchy, from the most urgent to least urgent (physiological needs, 
safety, social, esteem, self-actualization). When the most urgent needs had been 
satisfied, the requirement ceases to be a motivator, and that person would then try to 
satisfy the needs of the next most important (Kotler, Bowen, Makens, 2003, p.214). (b) 
Perception, is the process by which a person chooses, organize, and interpret 
information to form a meaningful picture of the world. People can form a wide variety of 
different perceptions of the same stimuli. (Kotler, Bowen, Makens, 2003, p.215). (c) 
Learning, is a process, which is always evolving and changing as a result of the latest 
information received (may be obtained from reading, discussion, observation, thinking) 
or from actual experience, both the latest information received as well as personal 
experiences serve as a feedback for the individual and provide the basis for future 
behavior in the same situation (Schiffman, Kanuk, 2004, p.207). (d) thoughts and 
attitudes, thinking that someone believe something descriptive. Thought can be based 
on indigenous knowledge, opinions, and faith (Kotler, Armstrong 2006, p.144). While the 
attitude is the evaluation, the feeling of like or dislike, and relatively consistent tendency 
of a person to an object or idea (Kotler, Armstrong 2006, p.145). 
 
5: People factors 
Factor 5 has eigenvalues of 1.119 and has a variance of 3.497 percent. This factor is 
formed from 6 variables, namely: variable information (X6) with a loading factor of 
0.499, variable Behavior Seller (X7) with a loading factor of 0.490, variable Knowledge of 
Seller (X8) with a factor loading of 0.632, attitudinal variables Sellers (X9) with factor 
loading of 0.594, the variable appearance Penuajual (X10) with a loading factor of 0.475, 
advertising variables (X11) with a loading factor of 0.498. People were named factors, 
derived from the variables that have the highest loading factor represents the factor, 
namely knowledge variables Sellers (X8) with a loading factor of 0.632. 
 
People are the main assets in the industry, especially people who are employees with 
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high performance. Consumer demand for high-performing employees will lead to 
satisfied and loyal customers. The ability of knowledge (knowledge) is good, there will 
be a basic competence in the company's internal and imaging well beyond. The other 
key factor in people is the attitude of the employees in the industry. Moment of truth 
will occur at the time of contact between employees and customers. Attitude is very 
important, can be applied in various forms, such as employee performance, sound in 
speech, body language, facial expression, and speech. While the motivation of 
employees needed to realize the delivery of messages and services offered at levels 
diekspetasikan. (Lovelock and Wright, 2002: 13-15) 
 
6: Individuals Factor 
6 factors had eigenvalues of 1,106 and has a variance of 3.456 percent. This factor is 
formed of three variables, namely: variable Individual Needs (x23) with a loading factor 
of 0.660, kebutuan variable Group (X24) with a loading factor of 0.553, variable 
Advertising Catalog (X25) with a loading factor of 0.640. Given the name of individual 
factors, derived from the variables that have the highest loading factor represents the 
factor, which is variable Individual Needs (x23) with a loading factor of 0.660. 
 
Factors depressed individuals or private, was instrumental in internal consumer in the 
purchase. According to Kotler (2007) describes many of the items that are part of 
ndividu factors, namely: the age and stage of life cycle, jobs and economic environment, 
lifestyle, personality and self-concept. Determining a person's lifestyle for consumers in 
the purchase of Tupperware products at PT. Malaho Bangkahulu Prime. The level of 
revenue was reason to make a purchase because the level of financial support that 
direction. 
 
7: Quality Factor 
Factors 7 has eigenvalues of 1.036 and has a variance of 3.239 percent. This factor is 
formed of three variables, namely: the variable quality of the product (X30) with a 
loading factor of 0,559, variable Product satisfaction (X31) with a loading factor of 0.623, 
variable customer satisfaction (X32) with a loading factor of 0.668. Given the name of 
the quality factor, derived from the variables that have the highest loading factor 
represents the factor, which is variable customer satisfaction (X32) with a loading factor 
of 0.668. 
 
According to Zeithaml and Bitner (2000: 75) Quality has a close relationship with 
customer satisfaction. The quality will encourage consumers to establish a close 
relationship with the company. In the long term, this bond allows the company to 
understand the expectations and needs of consumers. Customer satisfaction will 
ultimately create consumer loyalty to companies that give them a satisfactory quality. 
 
Discussion 
Based on the results of the factor analysis, it is known that the 7 (seven) factors that 
reduced and identified as a factor in purchasing decisions Tupperware products at PT. 
Malaho Bangkahulu Prime in the city of Bengkulu. The seventh factor is the service 
factor, organizational factors, product factors, psychological factors, people factors, 
individual factors, the quality factor. 
When viewed carefully, all seven of these factors are all factors are like the marketing 
mix expressed by Kotler (2003), where keptusan consumers to buy a product influenced 
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by marketing stimuli conducted by the manufacturer. Tesebut stimuli known as the 
Marketing Mix (marketing mix). 
 
In addition to the marketing mix, factors influencing consumer decision-making nature 
are individual factors. individual or personal factors play an important role in internal 
consumer in the purchase. According to Kotler (2007) describes many of the items that 
are part of ndividu factors, namely: the age and stage of life cycle, jobs and economic 
environment, lifestyle, personality and self-concept. 
 
Psychological factors as part of the influence of the environment in which he lived and 
live in the present without ignoring the influence of the past or anticipating the future 
choice of goods bought someone further influenced by psychological factors are 
important: motivation, perception, knowledge, beliefs and attitudes , Each consumer 
buys a particular product or service, of course, want the benefits of buying or consuming 
the products or services offered, therefore, every business should have a business 
strategy that distinguishes one company with another company. It means that the 
business strategy is keuggulan competing companies to create customer satisfaction or 
customer, because a satisfied customer will recommend to others produ (Kotler, 2001). 
Create customer satisfaction must have its own strategy in a marketing system. 
Consumers must be satisfied, if they are not satisfied they will switch to a competitor's 
product. But if consumers perceive the product offered or sold in accordance with the 
expectations and wishes they would give birth to the satisfaction of themselves that will 
create high loyalty. 
 
Based on this research, marketing strategies can be recommended as an effort to 
increase consumer loyalty and trust. At Tupperware products at PT. Malaho Bangkahulu 
prime thing that needs to be done is to maintain and improve the quality of products 
owned. In addition, PT. Malaho Bangkahulu Prime should improve services and the 
promotion of their products, so that consumers become more informed and more 
interested in longer buy their products. 
According Treachy and Wiersema (in Wulandary, 2002) a strategy for the market leader 
to survive is a simplification of the concepts 3P: products, processes, customers. Make 
innovative products, so the company remains on the leading edge. Changes or additions 
not only on new products, but also on processes and customer service. If during this 
prodk-products offered relatively little, can be augmented by digging a viable product to 
offer, find a path or method of shortening the process, so that consumers easy in getting 
products. 
 
CONCLUSIONS AND SUGGESTIONS 
Conclusion 
Based on the results of research and testing by means of factor analysis concluded that: 
1. Reduction of the 32 factors that consumers consider the purchase Tupperware 
products at PT. Malaho Bangkahulu Prime Bengkulu produce 7 (seven) factors. These 
seven factors are: service factor, organizational factors, product factors, psychological 
factors, people factors, individual factors, the quality factor. 
 
Service factor is the first factor into purchasing decisions at the highest eigenvalue of 
12.112 and a variance equal to 37.850%. While the quality factor into the final factor 
that factor into purchasing decisions with eigenvalue of 1.036 and 3.239% variance. 
 



                                                      Transforming Business in Emerging Markets 
 

15 
 

Suggestion 
From the results of research and is based on the conclusion that there is, then it can put 
forward the following suggestions: 
 
1. On the results of the perception of respondents, the factors of service and concern 
have average values are small, therefore the company could be to increase again in this 
section as further enhance the level of service that consumers are becoming more 
interested in making the purchase. 
 
2. Quality of products owned by Tupperware has been very good. Therefore the quality 
of the product is maintained in order to let consumers continue to be loyal to 
Tupperware products and do not move on other similar products because currently 
many emerging plastic products that resemble Tupperware. 
 
3. Tupperware should be more vigorous in conducting campaigns to Tupperware better 
known by many people because there are many who know Tupperware just as ordinary 
plastic item that has a high price. They lack information about Tupperware and 
advantages. 
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Abstract 
 

This study investigated the inter-religious tolerance in religious ministry from human 
resource management perspective. This study contributes to the factors that can affect 
the performance of the ministry of religion in fostering inter-religious tolerance. In 
addition, this study contributed in showing the relationship between charisma, 
employee competence, stress tolerance, and trust among employees of different 
religions. This study used a sample of 135 employees in the Office of Religious Affairs of 
Bengkulu province, one of the most unequal province in the distribution of religious 
adherents in Indonesia. Data were analyzed using Structural Equation Modeling. It was 
found that charismatic leadership negatively affect stress tolerance and has positive 
influence on inter-religious trust. Employee competency positive effect on stress 
tolerance and negatively affect the trust between religions. Stress tolerance and 
competence of employees does not affect the performance of the Regional Office in 
encouraging inter-religious tolerance. It is recommended that the Regional Office of the 
Ministry of Religious Affairs fostering inter-religious tolerance with the method of inter-
religious education and to promote religious tolerance in proportion, while maintaining 
the purpose to educate society, rather than  encourages a person to choose a religion. 
Keywords: Ministry of Religious Affairs, Religious Tolerance, Charismatic Leadership, and 
Stress Tolerance  
 

evelopment of new markets greatly relies on aspects of security in a country. Macro 
aspects may include economic, social, cultural, political, and legal. A country will strive 
to keep aspects of this macro control and stable so as not to damage the efforts of 
market growth. This is in line with the neo-mercantilist economic outlook as well as 
liberals who claim that state intervention is needed to provide the security, welfare and 
prosperity that can grow and develop (Hunt, 2000). If the situation is safe, economic 
actors can be more efficient and growing with the creation of new markets. This also 
applies properly on a democratic economic system when social cooperation is necessary 
so that communities can prosper through more advanced economies. Therefore, do not 
be surprised if the security and economic aspects increasingly overlap after the Cold War 
(Dosch, 2005) 
 
One aspect of security is essential to economic progress is religious tolerance (Jaffe, 
2005). This is especially important in developing countries where people are still strong 
dynamics daily with issues of religion and society is plural (multifaith). In such a 
situation, it is important for the state to ensure that does not happen friction between 
religious communities are able to create security problems which undermine the 
opportunity of new markets to grow. 
If the religion-based security problem could be solved, the public perception of Western 
products can be positive and allow the multifaith country into lucrative new markets. On 
the other hand, faith-based products can enter the global market and boost the local 

D 
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economy. Obvious example is how high religious tolerance in the Netherlands capable of 
supporting a strong economy and is open (Sobol, 2008). Until now, the Netherlands has 
60% secular, 35% Christians of various sects, and 5% Muslim (Knippenberg, 2014). 

 
Indonesia is one country with the problem of religious tolerance is quite high (Pew 
Research, 2012). Officially, the population of the country is composed of at least six 
religions (Islam, Christianity, Catholicism, Hinduism, Buddhism, and Confucianism), not 
to mention the traditional ethnic religions. As can be seen in Table 1.1, the proportion of 
every religion or less has not changed much in the last 40 years. 

 
Table 1.1. Adherent composition of Religion in Indonesia 

Year 
Musli
m 

Christia
n Catholic Hindu Buddha Kong Hu Cu Others 

2010 87,18% 6,96% 2,91% 1,69% 0,72% 0,05% 0,13% 

1969 87,13% 5,17% 2,45% 2,02% 1,07% 0,79% 1,37% 

Source: BPS for 2010; FE UI (1973) for the data in 1969; Confucianism of data for 1969 
from the 1971 survey approach by UN (1980). 

 
Even so, until now, the picture of religious tolerance in Indonesia is still low. Pew 
Research (2012) reported that its index of religious restrictions (Government Restriction 
Index - GRI), marked with the laws, policies and government actions that limit the 
freedom of religious beliefs or practices in the country, providing an index of 8.6 for 
2010. Indonesia occupies order the state to 194 of 197 countries in the world in terms of 
the index of government restrictions on religion. Another indicator is a social malignancy 
index (Social hostility Index - SHI), which calculates the violence committed by people on 
religious grounds. Scores for SHI Indonesia is 7.2, which means also very high. In this 
index, Indonesia ranks 183 world. The second index means that Indonesia is a country 
with religious tolerance to the fourth worst in the world (after Egypt, Saudi Arabia and 
Maldives) in terms of the orientation of the government, and the 15th worst in the 
world in terms of society. Compare with the Netherlands which have a very low index. 

 
Table 1.2. Index religious intolerance in Indonesia 

Indeks 2007 2009 2010 

Indonesia 
   GRI 6,2 7 8,6 

SHI 8,3 8,1 7,2 

Belanda 
   GRI 0,4 1 1,3 

SHI 1 1,2 1,6 

Source : Pew Research (2010)  
 

The bad religious tolerance in Indonesia is reflected in the various cases. Cases of 
contemporary example of victimization against followers of Shia in Sampang, Madura, 
and victimization against the Ahmadis in Tasikmalaya (US Department of State, 2013). 
Lastly, there is a conflict in Karubaga, Tolikara, Papua, among migrants that Islam by 
non-Muslim natives. 

 
Indeed so, a number of new markets can grow well in this climate is less favorable. In 
this state, Islamic banks grow side by side with conventional banks, offer a variety of 
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services to the community in the financial management. Conventional banks are keen to 
build their own sharia business unit. This differs from the example of Australia, where 
conventional banks are not eager to establish sharia business unit (Fraudenberg and 
Nathie, 2010), although the Muslim population in this country is high. Data showed SHI 
Australia of 2.1 while the GRI in 2010 at 1.7. Therefore, religious tolerance in Indonesia 
is not as bad as the value of the GRI and SHI. 

 
But GRI and SHI remains an important record for Indonesia. This is especially because of 
religious intolerance is not the original character of this country. 1945, which became 
the basis of all laws in Indonesia, states in article 29 that the state guarantees the 
independence of each resident to profess their own religion and to worship according to 
their religion and belief it. Because this basis, the state as much as possible trying to 
encourage religious tolerance to guard against the turmoil in society. This move was 
supported by other countries. Obama in his speech in Cairo stated that Indonesia is a 
country with religious tolerance is high despite the country with the largest Muslim 
population in the world. It is clearly intended to invite US investors to explore Indonesia 
as a new market for the United States (Carroll, 2011). 

 
The Government has two options for dealing with the problem of religion in this 
country, namely through violence and persuasive way. The emergence of religious-
based extremism in this country, such as the Bali bombing, had to be dealt with by way 
of violence because it is very threatening for the image and economy of the country. 
Most, of course, relies on persuasive measures such as campaigns of religious tolerance 
and efforts to manage religious institutions as possible so as to support each other and 
not in conflict. Awab Tanggungj This has long been in the hands of the Ministry of 
Religion. 

 
Various measures have been attempted transformation of the Ministry of Religious 
Affairs to promote tolerance. In the New Order era, the government encourages prayer 
houses set alongside each other. Finally, ministers of religion to invite top leaders duna 
Catholics, Pope Francis, for a visit to Indonesia, to discuss various issues of inter-religious 
conflict prevention. 

 
GRI is still high and that the SHI Indonesia reflects the performance of the Ministry of 
Religion is not good enough. Global economic pressures to create security for market 
players would not want to force the Ministry of Religious Affairs to work harder to 
encourage religious tolerance. Sectarian nature of the society that is still certainly a 
factor. But we also need to refer to internal problems within his own Ministry of 
Religious Affairs. This brings us to the issue of human resources. 

 
HR Ministry of Religious Affairs strongly reflect the composition of religion in society. 
Therefore, almost all top officials and employees of the Ministry of Religious Affairs in 
the Ministry of Religion is derived from the religion of the majority. Indeed so, "religion" 
of the Ministry of Religious Affairs will be much more moderate than the surrounding 
communities. This is important because they are one of them the task of maintaining 
inter-religious tolerance. They have been educated in the field of nationalism, as well as 
in the field of religion and management. 

 
In an organization, termasuklah Ministry of Religious Affairs, the leader's role is vital in 
determining the performance of organizations (Colquitt et al, 2009). A strong leader, in 
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terms of getting the legitimacy of a subordinate, it can transfer the ideological values 
that he had to subordinates so that these values become shared values embraced more 
people. Ideological values may be a belief in religious tolerance and progressive values 
such as democracy and human rights (Arifianto, 2012). Of a number of models of 
leadership, charismatic leadership model is most obvious in the transfer characteristic of 
this value (Fry, 2003). 

 
In religion, the role of charismatic leadership is also very important. Charismatic leader 
can collect enormous social energy to change society (Geertz, 1973). Diminusi 
vulnerable type of leadership and divisions (ASPI, 2011), but if effective, capable of 
producing major changes in the wider community. Charismatic leader capable of 
becoming a silencer for radicalization in society (Savage et al, 2011). It comes from the 
leadership qualities that a top-down rather than bottom-up (White, 2011). Not 
surprisingly, charismatic leadership correlated with transformational leadership (Jin and 
Cham, 2010). 

 
If the ranks of religious ministries are charismatic leader, should it be able to push the 
performance of the organization both in encouraging religious tolerance. But it also 
requires human resources ready, both cognitively and emotionally. Religious tolerance 
requires cognitive abilities important because strategies should be sought by a variety of 
considerations would logically cause and effect. Similarly, the issue of religion is an issue 
that should be able to provide emotional and psychological pressure of its own for 
employees who are dealing with a multi-religious situation. Therefore, we need to draw 
together between cognitive ability and the ability of employees to deal with stress in 
generating performance of the organization in fostering inter-religious tolerance. 

 
Shafer (2009) divides the charismatic leadership into ethical leadership and narcissistic 
leadership, who uses his charisma to personal interests. Narcissistic leaders were found 
to have very high stress tolerance against him personally, while having a very low stress 
tolerance in matters outside himself. This study is an example of research that uses the 
trait theory, which states that the stress tolerance is one of the charismatic leadership 
qualities (July and Atmaja, 2005). But whether the charismatic leadership can improve 
employee stess tolerance has not been studied. Logically, charismatic leadership should 
be able to do so. Positive social relationships have been found to significantly influence 
the stress tolerance (van den Heuvel, 2013) through social support for individuals. Stress 
tolerance can also be developed through the provision of safe environments for risk-
taking, the achievement of large and small, and celebrate the victory (UNDP, 2006). He 
can be drilled if the leader wants (Norvapalo, 2014). In studies Yao et al (2014), 
concluded that the leader should improve the charisma to motivate employees so that 
they can deal with stress properly. Wijewardena et al (2010) states that the humorous 
leader can increase employee stress tolerance. The point is there are certain behaviors 
of leaders that can improve the resilience of employees (Offerman and Hellmann, 1996). 
These behaviors can be owned by a charismatic leader, and can therefore be 
hypothesized that: 

 
H1: There is a significant relationship between charismatic leadership with employee 
stress tolerance 
 
So far, the charismatic leadership of the trust relationship is between the leader and the 
employees (Bell, 2013). Employees have a high level of confidence with a charismatic 
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leader (Takala, 2010), as well, ynag charismatic leader has a high level of trust in 
employees (Hava and Kwok-Bun, 2012). Charismatic leaders also should be able to 
encourage its employees to trust one another. It does not have to live through the 
provision of advice. Charismatic leaders can show the example to trust someone, so that 
employees can trust that person anyway. Therefore, the second hypothesis is: 

 
H2: charismatic leadership significantly influence employee confidence in other 
employees 
 
During this time, stress tolerance is regarded as one of the forms of competence (Janjua 
et al, 2013). Therefore, it should be separated between labor competence of general 
competence. However, no studies have tried to link between job competencies to stress 
tolerance. Investigators believe that this relationship exists because the competence of 
increased confidence. Research shows that stress tolerance is affected by the ability to 
create a realistic plan and confidence in the ability of self (Fredrickson and Branigan, 
2005). Both are elements of competence. A person with a high work competence has 
the ability to read the situation with a more realistic and should be more confident. Can 
therefore be hypothesized that: 

 
H3: Employee competency positive effect on stress tolerance 
 
Furthermore, it should be reflected first in inter-religious relations in the environment 
ministry of the religion itself. Ministry of Religious Affairs has sections other than Islam. 
Office of Religious Affairs in Indonesia contains Pembimas (Patrons Society) Christian, 
Catholic, Hindu, and Buddhist, which almost certainly is different religions. Religious 
tolerance require cooperation among religions, and therefore, there should be a mutual 
trust between the internal Ministry of Religious Affairs so that all religions can be moved 
in order to help each other in developing inter-religious tolerance. 

 
Frederiksen (2014) looked at the relationship of competency with more confidence lies 
in the competence of those who believe. Someone believed to others because the other 
person is deemed competent. Therefore, should the relationship between the 
perception of competence co-workers with the level of confidence: 

 
H4: Employee competence affect the level of trust 
 
Tolerance of stress has been found to have a significant effect on the performance of 
individual (Norvapalo, 2014). This is reasonable considering it is one of the necessary 
competence to deal with stressful situations in the field. The next hypothesis is: 
 
H5: Stress Tolerance effect on performance 
 
Because trust is an important element in interpersonal relationships, the performance, 
especially the social-based, such as religious tolerance, should also be driven by mutual 
trust. Therefore, hypothesis 6 is: 

 
H6: Trust affect the performance 
 
In line with the logic described above, then we can think that there is a relationship 
between charismatic leadership, employee competence, employee's ability to deal with 
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stress, the level of trust, and organizational performance, in the context of promoting 
inter-religious tolerance in Indonesia. To examine the role of charismatic leadership and 
competence of employees in creating this organization's performance, the researchers 
used a conceptual framework that includes charismatic leadership and impact on the 
ability of employees to deal with stress and the level of trust employee with another 
employee of a different religion; employee competence and their impact on an 
employee's ability to deal with stress and the level of trust employee with another 
employee of a different religion; and the ability of employees to deal with stress and the 
level of trust employees with other employees of different religion itself against the 
performance of the organization in promoting inter-religious tolerance. This conceptual 
framework is shown as the following figure: 

 

 
Figure 1 Conceptual Framework 

Research methods 
This research was conducted in the province of Bengkulu. Bengkulu chosen as the 
location because the province is classified as the most unequal in the distribution of 
religious communities in Indonesia. Population census data of 2010 showed the biggest 
percentage of religious believers is 97.3%, 80.6% deviates from the percentage of 
16.67% if all religions equally embraced. 

 
Table 3 Percentage of Religion in Indonesia 

Name Province The majority religion percent Range Ranking Evenness 

Aceh Islam 98,19% 81,53% 33 

Gorontalo Islam  97,81% 81,14% 32 

Sumatera Barat Islam  97,42% 80,75% 31 

Bengkulu Islam  97,29% 80,63% 30 

Jawa Barat Islam 97,00% 80,34% 29 

Source: BPS 2010 

Data is collected using a questionnaire. The questionnaire is a "formal framework 
consisting of a set of questions and scale designed to collect raw data primer" (Hair et al, 
2006: 429). The questionnaire wherever possible be made relevant and accurate 
(Zikmund and Babin, 2007: 230). The variables in this study consisted of six constructs: 
charismatic leadership, trust, tolerance of stress, job competence, perception of 
competence, and performance tolerance. 

 

H1 

H2 
H3 

H4 

H5 

H6 

Charismatic 
leadership 

Employee 
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Charismatic leadership questionnaire taken from MLQ-5X containing 12 items in three 
dimensions, idealized Influence (attribution), idealized Influence (behavior), and 
Inspirational Motivation (Bass and Avolio, 1995). Questionnaires job competencies are 
11 questions covering the dimensions of knowledge, understanding, skills, and attitudes 
of employees in religious tolerance. The questionnaire was designed by the researchers. 
Questionnaires perception of competence is simply a modification of the employment of 
competence questionnaire directed at co-workers of different religions. Stress tolerance 
questionnaire was adopted from the Bar-On EQ-i modified by Zainuddin (2011). 
Interpersonal trust questionnaire consists of 15 items in the dimension calculus-based 
trust, knowledge-based trust, and trust-based identification (Stevenson, 1997). 
Performance measurement is done by asking questions related to the performance of 
the activities of religious tolerance that made the Office of Religious Affairs region of 
Bengkulu province. Instruments made by researchers. 

 
Sampling was done by taking samples from all of the employee population Regional 
Office of the Ministry of Religion. Total employees in the Office of Religious Affairs of 
Bengkulu province is as much as 159 people, consisting of 104 men and 55 women. The 
final sample was as many as 135 employees so that the response rate is equal to 
84.91%. Data analysis was performed using SEM (Structural Equation Modeling). 

Result 

Examination Data 
The first step the researchers did was to test the reliability of an item using Cronbach 
alpha procedure. Researchers only accept items that generate alpha of 0.65 with a 
minimum item to total correlation of 0.30 minimum. Reliability testing is done at the 
level dimensions, except for the variable stress tolerance and performance are 
theoretically unidimensional. 
 
Reliability test results show that the dimensions of idealized Influence (attribution) failed 
to qualify, as well as the dimensions of understanding and proficiency in competence 
variables, as well as the confidence level calculus based on interpersonal trust variable. 
Another dimension to qualify after the disposal of items such as Idelized Influence 
(behavior) by abolishing one item and stress tolerance by removing six items (items 
remaining valid is ST4, ST5, and ST7). Dimension which directly received is Inspirational 
Motivation, Knowledge, attitudes, knowledge-based trust, trust-based identity, 
tolerance and performance. Alpha range is between 0.657 (attitude) and 0,795 
(performance). 
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Table 4 below shows the mean, standard deviation, and correlation of the dimensions 
considered to have valid and reliable. It appears that there is a significant correlation in 
the dimensions that have the same variable. Idealized Influence Behavior and Inspiring 
Motivation has the same variable, namely the charismatic leadership. Correspondingly, 
there is a significant correlation between the two dimensions with a correlation 
coefficient of 0.424. Similarly, between knowledge and attitudes, and  

 
between knowledge-based trust and identity-based trust. This gives a justification that 
the two dimensions of each of these variables can be put together to form a variable. 
Table 4.2 shows the correlation between variables in this study. 

 
Table 4 Mean, Standard Deviation, and the Correlation Dimensional 

 
Table 5 Mean, Standard Deviation, and the Correlation Variables 

  

  Mean 

Std. 
Deviatio
n 1 2 3 4 5 

1 Stress 
tolerance 

2,720
1 

,65961 1 -,135 ,299** -,318** ,522** 

2 performance 
Tolerance 

3,094
8 

,40114 -,135 1 -,045 ,332** -,024 

3 Charismatic 
leadership 

2,896
6 

,58128 ,299** -,045 1 ,103 ,236** 

4 competence 
Tolerance 

3,127
4 

,51159 -,318** ,332*

* 
,103 1 -,125 

5 Interpersona
l Trust 

2,804
2 

,48178 ,522** -,024 ,236** -,125 1 

 

    Mean 
Std. 
Deviation 1 2 3 4 5 6 7 8 

1 
Stress 
tolerance 

2,84 0,43 1 -,135 ,080 ,381** -,250** -,304** ,562** ,402** 

2 performance 
Tolerance 

3,09 0,40 -,135 1,00 0,10 -0,13 ,293** ,288** -0,12 0,05 

3 Idealized 
Influence 
Behaviour 

3,02 0,64 ,080 0,10 1,00 ,424** 0,14 ,311** -0,04 0,01 

4 Inspiring 
Motivation 

2,81 0,70 ,381** -0,13 ,424** 1,00 -0,12 0,08 ,210* ,347** 

5 Knowledge 3,10 0,59 -,250** ,293** 0,14 -0,12 1,00 ,531** -0,01 -0,01 

6 Attitude 3,15 0,58 -,304** ,288** ,311** 0,08 ,531** 1,00 -,182* -,194* 

7 Knowledge 
Based Trust 

2,78 0,57 ,562** -0,12 -0,04 ,210* -0,01 -,182* 1,00 ,619** 

8 Identity 
based trust 

2,82 0,51 ,402** 0,05 0,01 ,347** -0,01 -,194* ,619** 1,00 
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Note in Table 5 we see that the stress tolerance correlated with charismatic leadership 
and interpersonal trust in a positive but negative SCARA competence tolerance. 
Meanwhile, the performance of tolerance has a correlation with the competence of 
tolerance. Besides correlated with stress tolerance, charismatic leadership is also 
correlated with interpersonal trust. 
 
Evaluation Measurement Model 
In Table 6, researchers assessed the quality of the measurement efforts by investigating 
the convergent validity of the measurement model. Data will have good convergent 
validity if all the loading factor significantly (p <0.01) to construct and R2 is dominated 
by a quantity that exceeds 0.50. Researchers found that the loading factor can be 
significant if the item TP10 fully disposed of performance measurement tolerance. 
However, R2 is still dominated by a magnitude of less than 0.50. Researchers remove 
items with R2 less than 0.20 which includes TP9, IT1, and KT2. The average value of R2 is 
38%, better than the previous 36%. 
 
Reliability is calculated by composite reliability and average variance extracted 
(Steenkamp and van Trijp, 1991). Composite reliability must be between 0.60 and 0.80 
while the average variance extracted must be at least 0.50 (Bagozzi and Yi, 1988). All 
composite reliability was more than 0.60, even so four out of five AVE less than 0.50. 
Only AVE for stress resistance which has a value of 0.509. 
 
To improve the AVE to the 0.50 level, researchers again remove the nine items with R2 
of less than 0.30, namely TP4, TP5, TP6, TP8, IT6, C4, KT1, and KT4. R2 average rose to 
42%, and the AVE of performance tolerance, charismatic leadership, competence, and 
confidence rose to near 0.50. 
 
Lastly reduction item be continued with a view to the consideration of the degree of 
significance of the model. Measurement model is still significant with a chi-square of 
493.905; NFI .614; CFI 0.727; and RMSEA 0.096. Still needs to be an effort to increase 
the degree of model fit. 
 
Researchers decided to remove TP7, IT7, and IT5 to improve the model fit. Chi-square 
fell to 355.765 although still significant. Meanwhile, NFI became 0.660; CFI be 0.766; and 
RMSEA fixed at 0.096. AVE increasingly rose to near 0.50 while the average R2 of 44%. 
Improved item may not be venturing too far away from it. Therefore, the purification 
process is stopped konfirmatoris factor. 

 
Table 6 Measurement Model 

Construct 
Reliability of 
Composite 

Varian percentage 
Unexplained 

Performance Tolerance 0,730 0,482 

Charismatic leadership 0,776 0,468 

Employee competence 0,777 0,412 

Stress tolerance 0,757 0,510 

Interpersonal trust 0,759 0,387 
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Table 7 Suitability Model Overall 

Match statistics Measurement Model Structural Model 

Kai squares (135) 355,76 392,14 

Kai Squares/ df 2,224 2,406 

RMSEA 0,096 0,102 

NFI 0,660 0,626 

CFI 0,766 0,726 

 
In Table 7, the researchers report match statistics. Chi-square significant (p <0.05) were 
relatively common in studies using SEM. Chi-square ratio of the degrees of freedom is 
2.22, which is within an acceptable range of between 2 and 5. The value Root Mean 
Square of Approximation (RMSEA) is still classified as acceptable though still quite far 
from the ideal value of 0.06 minimum. Similarly, the CFI is quite close to the marginal 
value of 0.80. This model was developed theoretically and results suitability as above 
after respesifikasi the measurement model. Next is an evaluation of the structural 
model. 

 
Evaluation of Structural Model 
Table 8 shows that four out of six relationships hypothesized significant effect. Only two 
relationships among latent constructs that are in the hypothesized direction. The 
findings of importance is that the performance was not affected by the tolerance level 
of stress tolerance and confidence level. It rejects the hypothesis hypotheses 5 and 6 will 
be the relationship between stress tolerance towards tolerance performance and level 
of confidence in the performance tolerances. 
 
In examining the hypothesis 1 to hypothesis 4, only the relationship between 
charismatic leadership with the level of confidence and competence work against stress 
tolerance that reveals results as marked. The more charismatic person, the higher the 
level of confidence with other employees, and the higher the competence of work, the 
higher the individual's ability to deal with stress. The relationship between charismatic 
leadership with stress tolerance in fact negative, which means the more one tends 
charismatic, the lower the stress tolerance he has. Similarly, the relationship between 
working with a confidence level of competence was also negative, which means getting 
one's confidence in its competence, the more he experienced mistrust with colleagues 
of different but equal in the organization. 
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Table 8 Structural Model 

Hypothetical track Estimate (standard 
error) 

H1: Charismatic leadership  Stress Tolerance (+) -0,407***  (0,100) 

H2: Charismatic leadership  interpersonal trust (+) 0,296** (0,090) 

H3: Employee competence  Stress Tolerance (+)  0,437*** (0,108) 

H4: Employee Confidence  Interpersonal Competence 
(+)  

-0,216*  (0,090) 

H5: Stress Tolerance  Performance tolerance (+) 0,175 (0,117) 

H6: Interpersonal trust  Performance Tolerance (+) 0,074 (0,132) 

Squared Multiple Correlations model structural 

 Stress Tolerance  0,439 

 Interpersonal trust 0,225 

 Employee Performance 0,031 

* p < 0,05; ** p < 0,01; *** p < 0,001 

Furthermore, there is a possibility that the charismatic leadership and employee 
competencies indirectly affect the performance of employees through stress tolerance 
and performance of employees. To test this, the researchers conducted a test Sobel. 

 
First, Sobel test conducted on the indirect effect of charismatic leadership to employee 
performance with stress tolerance. Obtained relationship was not significant (p = 0.160) 
two-tail, so there is no direct influence between charismatic leadership on performance 
tolerance through stress tolerance. 

 
Second, Sobel test performed well in an indirect relationship charismatic leadership to 
employee performance with the mediator level of confidence. Sobel test significance 
value of 0.580 which means that no indirect effect between charismatic leadership with 
the performance of employees through the trust level. 

 
Furthermore, Sobel test using independent variable competence of the employees pass 
the stress tolerance toward employee performance. Relationship obtained is not 
significant with only produces p = 0.160. 
 
Finally, the effect of mediation confidence level was tested in an indirect relationship to 
the performance of employee competence tolerance. The result is not significant 
because of the degree of significance of only 0.585. 

 
Furthermore, researchers tried two modified versions of the model (Bagozzi and Yi, 
1988). The first version is the version of the indirect relationship streak linking stress 
tolerance with interpersonal trust before entering tolerance performance. The second 
version is a free version of the linear relationship that makes all the variables except the 
performance as independent variables. 
 
Relationship Model streak 
The model considers the relationship streak that stress tolerance effect on the level of 
trust before generating performance. This makes sense because in a stressful situation, 
one becomes difficult to trust others. The alternative is, trust is something risky. If the 
belief is wrong, there is a level of stress that can affect an individual. Individuals with 
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high stress tolerance can withstand stress, if it arises from the mistakes of trust, 
compared to individuals with low tolerance. Therefore, high-intolerant individuals would 
tend to believe than individuals low tolerance. The model to be tested is shown in Figure 
2. 
 

 

Figure 2 Model Alternative 1 

Based on the above model, the researchers compared the value of the adequacy of the 
model, pasimoni, the percentage of model parameters were statistically significant, and 
R2 endogenous constructs. In terms of model fit, chi-square parameter, the ratio chi-
square with df, RMSEA, NFI and CFI are all better than the structural model hypothetical 
(chi squared 366.61; chi-square / df 2,222; RMSEA 0.096; NFI 0.650; and 0.759 CFI . This 
model is more parsimonious because it only contains four lines than the previous model 
consisting of six lanes. In addition, the old model contains four of the six lanes of 
significant (67%), while the new model contains three of the four lanes of significant 
(75%) so that more meaningful empirically. Last R2 tolerance for stress is 0.313; 
confidence interpersonal 0.505; and the performance of 0,003 on the new model. 
Meanwhile, the old model of tolerance stress is unexplained (0.439) as well as employee 
performance (0.031) but trust interpersonal better able explained by the new model 
(0.225). A summary of the four indicators of the new model are: adequacy model is 
better value, more parsimonious, the percentage of model parameters were statistically 
significant more, but less good R2 endogenous constructs. Three out of four is a better 
indicator on new models so that the new model can be accepted as a replacement 
model. 

Table 9 New Structural Model 

Hypothetical track Estimasi (standar error) 

H1: Charismatic leadership  Stress Tolerance (+) -0,347***  (0,097) 

H3: Employee competence  Stress Tolerance (+) 0,350***  (0,104) 

 Stress tolerance  Interpersonal Trust (+) -0,658***   (0,138) 

H6: Interpersonal trust    Performance Tolerance (+) -0,055 (0,118) 

Squared Multiple Correlations model struktural 

 Stress tolerance 0,313 

 Interpersonal trust 0,505 

 Employee Performance 0,003 

*** p < 0,001 
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Based on the findings above, an alternative model 3 study strengthen the hypothesis, 
while the hypothesis 1 and hypothesis 5 is not reinforced by reason of different 
hypothesis 1 and hypothesis mark 5 is not significant. However, researchers also 
consider the second alternative model. 

 
Relationship Model Regression 
Regression relationship model is a model of the second alternative. In this model, all the 
variables become independent variables except performance. It is similar to multiple 
regression model, only by using SEM analysis more precise. Employee competence and 
charismatic leadership is seen directly affect the performance tolerances. This can be 
supported by the fact that in the end, the situation on the ground requires leadership 
and also the competence of employees to implement. Therefore, it can directly affect 
the performance on the stage of implementation. Figure 3 shows this model. 
 

 

Figure 3 Model Alternative 2 

Value adequacy alternative model 2 is equal to the value of the adequacy of the 
measurement model because it basically just changing lanes correlation with the causal 
pathway of the measurement model to models of SEM. Chi-square measurement model 
having a lower than primary model and an alternative model 1, RMSEA equal to 
alternative models 1, NFI higher of the two models, and so did the CFI. Therefore, the 
second alternative model fit better in three of the four indicators of suitability, 
compared to the two previous models. We can accept the alternative model 2 based on 
statistical considerations compatibility. 
 
Based on consideration of parsimony, there are four lines in this model, the same as the 
number of lanes on alternative models 1, so it can not decide which one is better. 
 
Referring to the significant relationship, there is only one significant relationship to the 
performance were found, namely the competence of the performance (p = 0.005). 
Another relationship is not significant. This means a significant number of relationships 
just as much as one in four (25%), the worst of all models. 
 
In terms of R2, the second model is able to explain 15.2% variation of the performance 
only. It's actually better than the main model (3.1%) and the alternative model 1 (0.3%). 
But this value is far from enough for significant performance variation of 84.8% 
explained by other factors outside the research. 
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To summarize, this model is superior to the two criteria of the two other models. 
Together with model 2 on the criteria of parsimony, and worse than the other two 
models on the criteria of significance ratio. 

 
Table 10 New Structural Model 2 

Hypothetical track Estimate (standard error) 

 Charismatic leadership  Performance Tolerance (+) -0,028       (0,116) 

 Employee Competence  Performance Tolerance (+) 0,423*      (0,149) 

H5: Stress Tolerance  Performance Tolerance (+)  -0,009       (0,259) 

H6: Trust Interpersonal  Performance Tolerance (+) 0,072         (0,237) 

Squared Multiple Correlations model structural 

 Performance Employee 0,152 

* p < 0,05 

Combined Model 
 
The final alternative is to combine significant relationships have been found previously. 
Researchers have obtained the fact that the first SEM models, relationships charismatic 
leadership and competence of employees against stress tolerance and interpersonal 
trust is significant. 1 alternative model adds significant relationship of stress tolerance to 
interpersonal trust. Alternative Model 2 adds a significant association of employee 
competence to the performance tolerances. There are six significant relationships that 
can be evaluated simultaneously in a single model. Figure 4 shows a model of this joint. 

 

 

Figure 4 Combined Model 
 

The combined models have a match parameters of the best model in terms RMSEA 
which amounted to 0.094; lower than all previous models, including models of 
measurement. Parameter chi-square is 356.06; chi-square / df 2,184; NFI .660; and CFI 
.770. 

 
This model has six lanes relationship, together with the initial SEM models. Even so, we 
see that the relationship between charismatic leadership to the level of confidence and 
competence to the confidence level becomes insignificant. Therefore, only four 
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significant association of six hypothesized. If you like this, then we can not prioritize 
which one is better if the initial model or models combined. 

 
The decisive R2 wherein R2 is higher in the combined model of interpersonal trust (0.524 
vs. 0.225) and a performance tolerance (0.145 vs 0.031), but lower in stress tolerance 
(0.331 vs. 0.439). In this way, the combined models is better than the initial model. 

 
The question then is where the most good to be accepted, the combined models or 
early models. Early models did not make the connection to the performance of 
tolerance so that variable performance tolerances can be removed from the model. 
Meanwhile, the new model makes a significant association in all variables but there 
needs to be an explanation for why the level of trust does not contribute to 
performance and why only competencies that lead to performance. If we add the path 
of confidence to the performance of the combined models, parameters unchanged 
RMSEA 0.094 and chi-square down to 355.82 but the trust relationship to performance 
is not significant. If the relationship is not significant removed unless confidence in the 
performance, RMSEA unchanged and chi-square into a ride back. If no significant 
relationship of all is removed, RMSEA fell to 0.093. 

 
On the other hand, if the initial model is reduced by eliminating the performance 
variables, chi-square down to the lowest value compared to previous models, namely 
266, still RMSEA of 0.100. If new lines are added stress to the trust, which means 
connecting two separate variables, we obtain the chi-square of 238, which means lower 
again and RMSEA reached 0.091, the lowest of all the models. CFI even be at the level of 
marginal becomes 0.815 so also NFI closer to 0.713. 

 
Indeed, the level of trust is no longer influenced by charismatic leadership and 
competence, but only influenced the stress tolerance and even this is affected 
negatively. That is, the higher the stress tolerance, the lower the level of trust between 
religions. This means that no consideration between the use of charismatic leadership 
and competence as a predictor of the level of confidence or using stress tolerance as a 
predictor of the level of confidence. Based on the parameters of existing compatibility 
we can accept a model that links stress to the level of trust. But based on the percentage 
of a significant relationship, the initial model contains four relationships of four 
significant relationship to total 100% significant relationships, in contrast to the modified 
model containing three of the five significant relationships (60%). If viewed from the 
degree of parsimony, the initial model is more acceptable because the final model had 
an additional one lane. So early models should be accepted. If we consider the 
percentage of variance explained, the final model contains 32.6% and 52.2% stress 
variants variants of confidence, while the initial model contains 43.1% but 22.5% stress 
variants variants confidence. That is the percentage of variance explained exchange 
occurs between the two variables that do not allow choose which one is better. Based 
on the above considerations, we chose early models were superior in terms of 
percentage parsimony and significant relationship than the modified model. 
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Figure 5 Model End 
Discussion and Implications 
Development and sustainability of religious tolerance in Indonesia increasingly difficult 
to achieve and still surrounded by doubts about what are the factors that influence it, so 
the researchers believe that this study is important in theory affect the performance of 
tolerance. This study clarified that tolerance is not affected by the performance 
parameters of the human resources management institutions. Performance tolerance is 
very influenced by the dynamics of the community and the government can only be a 
facilitator without being able to provide intervention in fostering tolerance in the 
society. As far as the variables are taken into account by this study, the stress tolerance 
and the level of trust, tolerance in society are not affected. This has implications for 
efforts to develop inter-religious tolerance wider, with not rely solely on the religious 
ministry. Other stakeholders should be involved such as religious leaders, community 
leaders, and the business world. This is seen in the previous government's inability to 
resolve religious conflicts in West Java, Madura, and Papua. Even in a situation like the 
authoritarian New Order era, the government is not capable of reducing religious 
conflict. They were only able to hide from the public that are not widespread and cause 
social unrest. 

 
When referring to the first question whether research on charismatic leadership affect 
the employee's ability to deal with stress, the researchers concluded the answer is yes. 
Even so, these relationships were significantly higher negative charisma of an employee, 
the lower the stress tolerance he has. This supports the theory of narcissistic leadership. 
A person with high charisma will tend to be a dictator because of the low stress 
tolerance makes him build a fence policies that hinder the sources of stress come in and 
make itself problematic. Often seen as a charismatic leader because they are decisive 
leader or leaders who fought against a public interest. This may imply that the leader 
firm because they do not want to experience stress due to prolonged compromise. 
Better satisfy the stakeholders rather than making all the stakeholders are not satisfied 
that their demands are not all met. If the stakeholders who benefit are the public, the 
public will perceive that the charismatic leader and obey all his orders. This contributes 
to the high confidence to fight for the fate of the people so that they continue to 
struggle, as far as there is input the appreciation and support of the community. 
Khrisnakumar et al (2015) warned of the dark side of charismatic leadership that can 
lead to authoritarianism. The mechanism by which they describe is a leader who is too 
confident in the vision and mission without looking at the reality on the ability of 
subordinates. Because subordinates are not able to pursue desires boss, the boss 
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stressed and end up blaming subordinates. Subordinate superiors then control wherever 
possible to pursue the vision and mission while subordinates continue to refer to the 
boss. As a result, subordinates become very dependent with superiors and any deviation 
from subordinates is seen as a betrayal. 

 
Charismatic leadership proved to affect the trust between employees of different 
religions, as outlined by the research problem. There is a positive influence that justifies 
the hypothesis 2. This is in line with the view that the charismatic leader is a trusted 
leader. If someone trustworthy as charismatic, it should, through the principle of 
reciprocity, the person is believed to subordinates. This trust can be a source of stress 
for a person and as a charismatic leader has a low stress tolerance, then it is 
immediately brought to the evolution towards the dark side of a charismatic leader. 

 
The ability of employees to deal with stress does not affect the performance of religious 
tolerance. As already explained, the performance of religious tolerance is very 
influenced by the dynamics of the community. For example, Hayes et al (2013) highlight 
the importance of the role of education rather than the government. This is due to the 
history of the school can affect a person's life from childhood to get used to living in a 
multi-religious climate. As a result, tolerance becomes a habit of society, rather than 
something that is difficult. The Government, in this case the ministry of religion, just 
provide intervention at certain moments. For example, the motion of a leisurely stroll 
Religious Harmony only bring together people of different faiths in the context of short 
and long-term interventions such as education. Often even more support segregation of 
religious ministry of education by providing support to faith-based schools that make it 
difficult to form a habit of religious tolerance in society. 

 
Furthermore, employee competence affect the employee's ability to deal with stress. 
Employees with high competence can overcome the problem of stress with the 
rationalization that bring on stress resolution. Without knowledge, one can experience 
prolonged stress due to the stress tolerance limit is exceeded. For example, religious 
tolerance can be viewed nurtured when the inter-religious dialogue (Seiple, 2013). This 
sort of thing only happens if someone has a good knowledge and any problems found in 
the dialogue, can be resolved with a cool head. 

 
The fifth research question is whether the employee competence affect the trust 
between employees of different religions. Influence there but interestingly, this effect is 
negative. A person with high competence it is hard to believe the other employees. This 
can be explained through the mechanism of confidence too high so as to bring the level 
of arrogance. This happens especially when the parties are expected to trust has a 
different level of competence from the perspective of each. Intercourse every person is 
different, and in particular, their educational background may vary. If two people who 
trust each other is on the same educational history, they will understand the 
competency of each other and this contributed to the trust because the trust is 
supported by certainty (non-ambiguity). Indeed so, of course, debatable whether there 
is a genuine belief in a situation of doubt, or whether there is a genuine belief in a 
situation entirely predictable. Researchers use a definition that is the definition of 
Bamberger (2010) which defines trust as "expectations about the future behavior of 
others and a sense of calm, confident, and secure the accompanying depends on the 
degree of trust and the risk associated with it". It means that there is an element of risk 
in it and means embracing the second paradigm that high confidence in predictable 
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situations. The clerks of mutual tolerance in the Ministry of Religious Affairs will be on 
non-predictable situation for employees of educational background will be very 
different. Wherever possible, employees at the Ministry of Religion comes from the 
religious school and this means that each educated in the field of their own religion. 
Very few employees of the ministry of religious backgrounds comparative religion or 
come from public schools that have diverse religious backgrounds. Therefore, we can 
understand why in this study brings competence in low confidence. 

 
Lastly, researchers found that among employees of different religious beliefs do not 
affect the performance of religious tolerance. This happens because of religious 
tolerance is influenced by various external factors such as greater education and 
knowledge society. Composition religion religious ministry employees highly skewed 
with Muslim employees much more than non-Muslim employees. It can be said that it 
strongly reflects the religious composition of society and so can not give much 
contribution to the development of inter-religious tolerance. Politically, religious 
minorities will remain a marginal and religious groups will remain the dominant 
majority. Consequently, religious tolerance is only possible in a political situation where 
a minority will tolerate high while the majority do not require the concept of tolerance, 
or when this concept emerged, they prefer the tolerance of other faiths against him 
rather than his tolerance towards people of other religions. 
 
The advice given this study include: 
1. The Ministry of religion should have a school program for interfaith can foster inter-

religious tolerance. 
2. The Ministry of religion should give the community a fair knowledge of the inter-

religious perspective, such as providing religious information poster showing all 
religions at once with the characteristics of each. This can be done by changing the 
paradigm of the Ministry of Religious Affairs as the management of individual 
religions with the ministry of religion as manager of all religions collectively. 
Examples can be drawn from outside agencies is how the Commission manages the 
regional head candidates so that they are seen as neutral by the public. Even so, 
this should be done very carefully, for example, is only done in the context of the 
riskiest generate intolerance between religions. Do not let the ministry of religion 
are seen to encourage people choose religion, rather than so that people 
understand the behavior of other faiths. 

3. Employees ministry of religion must be pre-selected to participate in the selection 
of emotional intelligence. This will result in employees who have high stress 
tolerance and ready to face the situation of religious conflict. 

4. The belief among employees of different religions can be improved with frequent 
training or meetings together. In other words, what is believed to be the ministry of 
religion as a quick way to encourage inter-religious tolerance should also be run on 
the internal ministry of religion itself. 

5. Theoretically, this research is expected to contribute to the theory of 
transformational leadership, particularly the theory of charismatic leadership by 
highlighting the dark side of this leadership theory. 

6. Further research needs to be done with the involvement of the output variables 
that can be influenced jointly by stress tolerance and confidence levels. This study 
failed to show the performance tolerance is affected by the stress tolerance and 
confidence levels. The target variable should be more focused on internal human 
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resource issues rather than overall performance is affected vulnerable to outside 
factors such as the performance of inter-religious tolerance program. 
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Abstract 
 

This article was written aims to examine how the strategy of human resource 
development in the province of Bengkulu fishermen approach the study of literature. 
Bengkulu Province has a long coast of ± 525 km stretching from the tip of Muko-Muko, 
Bengkulu Utara District, Central Bengkulu, Bengkulu City, Seluma, South Bengkulu until 
Kaur District directly opposite the Indian Ocean that has the characteristics of coastal 
areas are very diverse, both biological, non-biological and man-made resources and 
environmental resources. 

 
Strategy coastal community empowerment approach taken to improve the quality of 
human resources in the development of fishing coastal areas are expected to be the 
solution to achieve optimal development results. Coastal communities should be able to 
improve the quality of self-reliance to overcome the problems encountered. Efforts 
coastal community empowerment was instrumental in improving the quality of human 
resources (HR) fishermen, especially in shaping and changing the behavior of coastal 
communities to achieve a higher quality of living standards. Empowerment of coastal 
communities is none other than to provide motivation and encouragement to the 
community in order to be able to explore the potential for him and dare to act to 
improve the quality of life, through means such as by education for awareness and 
capability themselves. 

 
Capacity building and institutional fishermen fishing is the main objective of fisheries 
management in order to achieve success, if fishermen as a subject (doer) change willing 
to accept and able to implement all pillars of fisheries management is good and right. 
Fishermen capacity building program should be well planned, systematic and 
continuous. This program should be able to improve the knowledge, awareness and 
skills of fishermen in applying the fishing practices in accordance with (the Code of 
Conduct for responsible Fisheries), maintaining the carrying capacity and environmental 
quality of coastal and marine ecosystems, ways of handling the fish is best (best 
handling Practices), trying to match the scale of the economy and implement (supply 
chain management). 
 
Keywords: fisherman human resources, knowledge, abilities, skills  
 

I. INTRODUCTION 
I.1. Background  
In the era of the Republic of Indonesia under the leadership of President Joko Widodo 
and Vice President Jusuf Kalla years 2014-2019, one of the national policy priority 
program is the construction of a maritime axis. One of the sectors including the marine 
fisheries sector, the development of marine fisheries sector is focused on building 
infrastructure facilities, development of human resources, improving the 
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competitiveness of marine fishery products as well as improving the welfare of coastal 
communities and fishermen.  

 
Reports of the Ministry of Maritime Affairs and Fisheries (2014) national fisheries 
production has increased from 8028 million tons in 2007 to 19.56 million tons in 2013, 
with fisheries exchange of US $ 4.16 billion, contribution to national GDP by 6, 45% and 
the provision of manpower educated and trained 1700 people 6000 people. In addition 
to the increased consumption of fish people of Indonesia 35.62 kg / capita / year, 
Exchange Rate Fishermen 102.66 and poverty reduction of 7.5%. This data does not 
include of resources that can not be fixed (non-renewable resources) and environmental 
services (environmental services). 

 
The numbers above represents revenues from fisheries and marine sector but has not 
describe the level of welfare of coastal communities / fishermen significantly. Fishermen 
are still poor are included in labor groups of fishermen and small fishing only with simple 
fishing gear and the livelihood of the catch.  

 
As the main actors fishermen it should get priority in the government program because 
besides fishing as a production factor utilization of marine fishery resources as well as a 
determinant of success in improving the competitiveness of marine and fishery 
products. Therefore, it needs to be a serious and sustained human resources fishing 
improved both the knowledge, skills and abilities to meet the challenges, opportunities, 
and threats to the resource utilization of marine and fisheries sector in the future. As the 
main actors in the utilization of marine resources, fisheries fishermen need protection 
and empowerment in a sustainable manner (Anas, 2014).  

 
In some countries this is a matter of life fisherman serious problem and need to get 
serious treatment as well, as in Bangladesh, according to the Prophet et al. (2011) 
through the quantification of the multidimensional poverty index measures not only 
monetary terms. This research is also clear that the estuary fishermen trawl bags from 
Bangladesh face serious poverty from various aspects such as human, physical, social, 
natural and financial assets. Among the five types of assets, nature, poverty, social and 
human have been found very many acute problems, from this study and should be 
considered to a greater extent during the development of management 
recommendations and a management plan for the estuary fishery trawl bag in 
Bangladesh. 
So that happened in the country of  Thailand according to Bene et al. (2011) the causes 
of poverty fishing fisheries sector, both within and outside the sector. There are other 
factors that socio-institutional, income, including land ownership, debt, access to health, 
education and financial capital, and the marginalization of the political decision-making. 
Empirical examples used in this study refers to inland capture fisheries of Volta and 
Mekong basin, but this analysis also applies to other fisheries (inland and coastal) in 
developing countries. 

 
According Olomola (1993) that traditional fisheries management under common 
property regime through effective management strategies and alternatives such as 
privatization and public control are often recommended in the literature is one of the 
priorities to address the problems faced by fishermen in Nigeria. Aheto, et al. (2012) 
suggest high levels of exploitation of fishery resources, generally does not give rise to an 
increase in the economy in the long-term investment. This is a clear indicator that 
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manage fisheries resources openly in Ghana is not sustainable, and delay in reforms 
good management. According Jentoft, et al. (2010) The government policy is a very 
important factor in managing fishery resources responsible, through the determination 
of livelihood options, reactions and strategies, and the final result in terms of their 
ability to manage fishery resources and the willingness to invest in helping preserve the 
resource base natural resources. 

 
According to Kishor (2014) in India, the impact of large fishing empowerment program is 
that the micro-credit through the sangam now become an essential tool for fighting 
poverty in coastal areas. Government and Non-Governmental Organizations working 
extensively in this field. Credit not only beneficial if without packed with training 
programs, awareness spent fisheries resources, marketing, transportation, technology, 
education and others. With the support strategy appropriate market effectively 
members can establish the organization as a source of employment and income. 
Therefore, training for potential leaders must be submitted with a focus on developing 
leadership skills, group dynamics and group conflict. Then this program can only be 
made in the long-term success. Empowering traditional fishing means not only giving 
hope for the future of traditional fishermen but also for the world at large. 

 
According to Andrew et al. (2015) significant improvements in the fishery will require 
major changes in social priorities and values, with a consequent improvement in policy 
and administration. Changes in development policy and science as a whole and the 
totality, but still there is a need for intra-sectors management that build resilience and 
reduce vulnerability to forces beyond the influence of small-scale fishermen. According 
to Alison et al. (2001) the implementation of strategies to deal with fluctuations 
fisherman fishery resources, which requires extensive knowledge in conventional 
fisheries management policy and good management for exploring fishery resources in 
developing countries. 

 
According to Pomeroy (1995) there is an increase in the government's commitment in 
Southeast Asia in establishing policies and programs to manage fisheries resources 
better by fishermen and stakeholders with the policy of decentralization and 
community-based management and joint management. Polite (2013) recognition of 
traditional rights is a major legal and policy issues in modern fisheries law at two levels. 
The first is on a purely domestic level with regard to legal recognition of traditional 
rights. The second level appears on the implications of the United Nations Convention 
on the Law of the Sea 1982 (UNCLOS), which resulted in extended coastal jurisdiction 
over marine resources. 
I.2. Issues  

How human resource development strategy fishermen in the province of Bengkulu. 
I.3. Aim  

Assessing the human resource development strategy fishermen in the province of 
Bengkulu through literature study approach. 

 
II. LITERATURE REVIEW 
Human Resources Development Strategy Management Concept  
Fisherman Human resources (HR) is the basis of national development, therefore, the 
quality of human resources must constantly be developed and directed in order to 
achieve the expected goals. Talking about the human resources can actually be seen 
from two aspects: the quality and quantity aspects. Quantity aspects include the amount 
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of available human resources / population, while the quality aspects include the ability 
of human resources both physical and non-physical / mental intelligence and in carrying 
out development. So in the development process of human resource development is 
necessary, because a large quantity of human resources without the support of good 
quality will be the burden of building a nation. 
 
Sumarsono (2006), Human Resources or human resources containing two senses. First, 
is the work effort or service that can be provided in the production process. In other 
respects HR reflects the quality of the effort given by a person in a certain time to 
produce goods and services. The second notion, HR human concerns that can work to 
provide the services or work effort. Able to work means being able to engage in 
activities that have economic activity, namely that these activities generate goods or 
services to meet the needs or the public. 
 
According Hasibuan (2003) notion of human resources is the integrated capabilities of 
the intellect and physical power of the individual. Perpetrators and nature conducted by 
heredity and environment, while his performance was motivated by a desire to meet his 
satisfaction. While Hariandja (2002) in Hasibuan (2003) human resources is one very 
important factor in an organization in addition to other factors such as capital. Hence HR 
must be properly managed to enhance the effectiveness and efficiency of the 
organization. 
 
According Soekidjo (1998) in Hasibuan (2003) human resources can be viewed from two 
aspects, quantity and quality. Quantity regarding the amount of human resources 
(people) are less important contribution in the development, compared to the quality 
aspect. Even aspects of the quantity of human resources in the absence of good quality 
will be the burden of building a nation. Meanwhile, regarding the quality of human 
resources quality, which involves the ability, both physical ability and the ability of non-
physical (intelligence-mental) therefore for the sake of accelerating a development of 
any field, then improving the quality of human resources is a major prerequisite. 
 
According to Rini (2013) coastal communities classified into 3 parts, namely, the 
community waters, fishing communities and traditional coastal communities. Indonesian 
coastal communities are generally attached to the socio-economic disparities, the 
average coastal communities still living on the poverty line even some who live below 
the poverty line. The life of coastal communities is very sad, as we know Indonesia is an 
archipelago that is rich in fishery resources and marine. It was not a straight comparable 
with the existing reality of coastal communities. 
 
In addition Soekidjo (2005) also added that the development of human resources 
(human resources development) can be divided into two namely: 1) In Macro, which is 
the process of improving the quality or the ability of human beings in order to achieve 
the goal of a nation. This improvement process includes planning, development and 
management of human resources; 2) In Micro, the planning process of education, 
training and workforce management to achieve maximum results. 

 
In this case the question is the human resources of coastal communities. Coastal 
communities literally interpreted as the people who live in coastal areas. However, the 
understanding in the context of community development (community development), 
"nomenclature" coastal communities paired with groups of people who live in coastal 
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areas that life is still "lagging behind" (eg fishermen, fish farmers, port workers, etc.) 
compared with other coastal communities ( eg merchant, hotelier, etc.) are more 
prosperous. Socio-economic policies (education, health, economy, infrastructure, 
institutional) in the development of coastal communities are "lagging behind" the need 
to be revised (revisited) and reengineered (re-engineering) in view of improvement of 
life is very slow, especially fishermen, mostly in the category of poor of the poorest 
groups (poor of the poorest) (Kusumastanto, 2010). 

 
Siregar (2004) explains there are three assets in sustainable development, namely 
natural resources, human resources, and infrastructure. Natural resources are all natural 
resources that can be used and is required to meet human needs. Human resources are 
all contained in the human potential as a mind, arts, and skills that can be used to meet 
the needs of himself or others, or society in general. While the infrastructure is 
something man-made that can be used as a means for human life and as a means to be 
able to utilize the natural resources and human resources with maximum, both for 
current and sustainability in the future. 

 
Kusumastanto et al. (2012) coastal communities have characteristics that plural (an 
acculturation of urban and rural areas from various regions). There are several 
characteristics of coastal communities: 1) open culture; 2) The source of life depend on 
natural resources; 3) The economic activity is strongly influenced by the weather and 
the seasons; 4) The role of the market is crucial in the development of community 
activities. 

 
Coastal communities are often referred to as the poor, when seen from the level of the 
economy. Kusumastanto (2010) suggests the factors that cause poverty of coastal 
communities can be caused by three things: 1) the high cost to be paid while the low 
acceptance, this happens because the structure of the market tends to monopoly / 
oligopoly - monopsony / oligopsony resulting in a high cost economy , inefficient and 
exploitative (eg, patron-client relationship); 2) The low enrollment caused by the 
exploitation of the resource volume varies inversely with the price so increased 
exploitation does not impact on increasing revenues; 3) The structure of the coastal 
economy that is not growing because of aspects of the market, policy, socio-economic 
infrastructure is very limited, so the creation of social and economic opportunity to 
meet a decent life to grow.  

 
In addition Kusumastanto and Wahyudi (2012) also adds the main reason of poverty can 
be divided into four areas: 1) poverty due to the technical aspects of marine and coastal 
biological resources; 2) poverty due to lack of infrastructure; 3) poverty because of the 
quality of human resources is low; 4) Poverty due to economic structures that are not 
supportive in providing business incentives. 

 
Charles (2004), suggests that the sustainability of coastal systems supported several 
dimensions, namely: 1) Dimensions ecology (ecological sustainability) that include 
resource conservation, the preservation of the species, and the conservation of 
ecosystems; 2) The social dimension of economic (socio-economic sustainablity), which 
means that the sustainability of socio-economic welfare of the perpetrators, whose base 
is the sustainability of profits and distribution to all players, as well as the sustainability 
of coastal resources system, both at the local and global economy; 3) The dimensions of 
the community (community sustainaibility) oriented to the sustainability of society as a 
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system, which include cultural values, local rules, knowledge, and cohesiveness; 4) The 
dimensions of institutional (institutional sustainablity), the sustainability of their 
financial, administrative, and organizations, which maintain the sustainability of the 
previous three-dimensional. 

 
Based on the above theory that the management system of the coast with three 
dimensions above if implemented with management and better system would affect the 
quality of human resources fishermen in the region coast it can be seen in terms of 
environmental, social, economic, and cultural institutions in society coast. 

 
III. DISCUSSION 
Bengkulu Province has a long coast of ± 525 km stretching from the tip of Muko-Muko, 
Bengkulu Utara District, Central Bengkulu, Bengkulu City, Seluma, South Bengkulu until 
Kaur District directly opposite the Indian Ocean that has the characteristics of coastal 
areas are very diverse, both biological, non-biological and man-made resources and 
environmental resources. Biological resources include fish, terumbuh reefs, seagrass 
beds, mangrove and other marine biota. Non-living resources include sand, sea water, 
minerals and others. Artificial resources include marine infrastructure associated with 
marine and fisheries resources and the environment in the form of natural beauty, the 
surface of the seabed, underwater sights as well as ocean wave energy. 

 
Laynurak (2008), the poverty of coastal communities is an issue that has been a concern 
of many parties, besides that there is a socio-cultural problem that is present in the lives 
of fishermen, among others, are: 1) Low levels of education; 2) Poor knowledge and 
technology to support their work; 3) Lack of available container informal employment; 
4) Lack of creativity, as well; 5) The absence of protection against fishermen from the 
bondage of the middlemen. 
 
Poverty alleviation efforts of coastal communities is also based on the awareness of the 
potential magnitude of marine Indonesia than mainland potential, this awareness has 
changed the orientation of the original development-oriented land into the sea 
orientation. But the enormous potential of the sea is not supported with adequate 
management capacity, resulting in the emergence of various cases of destruction of the 
marine environment and coastal communities in the form of arrest by using explosives, 
felling of mangrove forests and coral reef destruction. 
 
Development of coastal areas in Bengkulu Province which is very important and 
strategic, need to be done in an integrated and sustainable start of the planning process, 
use, management, supervision and control of coastal resources, conducted between 
coastal communities, central government, local government, the stakeholders 
(stakeholders), universities, between terrestrial and marine ecosystems as well as 
science and technology and management to improve the welfare of the community, 
taking into account the norms set out in laws - laws other.  
 
Therefore one of the main problems related to the management of resources in coastal 
areas is the weak involvement of the parties concerned in the implementation of the 
development of marine and coastal areas. The emergence of these problems are caused 
by weak systems and procedures for coordination among stakeholders because it is not 
supported by the legal system governing the activities proficiency level. Moreover, the 
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low quality of human resources that affect participatory processes into not running as it 
should. 
 
This is often an impact on the emergence of disagreements and conflict between 
stakeholders use of space in order to maintain the balance of the sustainability of the 
natural resources that are around the coastal and marine areas. Therefore, tekait with 
these issues at the top of the assessment of marine policy in a participatory manner with 
stakeholders in order to empower coastal communities is indispensable. 
 
One of the main actors in the development of coastal areas are fishing as has been 
described above, according to Nasution (2007), there are several dimensions of views on 
various things about the lives of fishermen are as follows: 1) dimension of education in 
view of the fishermen is a society that has the properties Specifically, in terms of both 
the understanding of education, level of welfare, poor knowledge and technology to 
support the work, less creative, as well as unplanned financial management to 
determine the future, then the model adopted is a model of empowerment of coastal 
communities through education based on community need and a community-based 
coast. To change the viewpoint of coastal communities about the importance of 
education; 2) Economic dimensions of economic life in relation to the social culture of 
coastal communities is extracting information regarding: a). the influence of the social 
system of the activity of economic life; b). way of thinking, views and attitudes of 
citizens towards the activity of economic life; c). attitudes of citizens towards the power, 
process, and economic laws in force in the economic life activity; d). the attitude of 
citizens towards work, wealth and mutual assistance system. Information will be 
referred to things that are expected to explain how and why the fishing communities to 
form and lead a life of its economy; 3) Legal dimensional Excavation legal dimension 
information obtained from the public gaze coastal communities about some of the 
things that essentially covers activities in the field as a function of social control (social 
control) associated with the setting in the coastal society activities; 4) Political 
dimension The study on the political dimension aims to look at the pattern of power, 
authority and leadership that exist in coastal communities. In the end, the pattern 
obtained will determine the level of empowerment of fishing communities concerned 
itself. 
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Based on the Department of Marine and Fisheries report Bengkulu Province Bengkulu 
province the number of fishermen in 2014 amounted to 20.475 people, as in the table 
below: 

 

District/City Amount 

Categories Fishermen 

Full 
Fishermen 

Fishermen 
Part  

Fishermen 
Part 

Supplement 

Amount  20.475   17.592   2.213    670 

Kab. Bengkulu Selatan   1 192   1 024    129    39 
Kab. Bengkulu Utara   3 414   2 933    369    112 
Kab. Kaur   5 776   4 963    624    189 
Kab. Seluma   1 075    924    116    35 
Kab. Mukomuko   2 608   2 241    282    85 
Kota Bengkulu   5 420   4 656    586    178 
Kab. Bengkulu Tengah    990    851    107    32 

Data source: DKP Bengkulu Province in 2014 
 
The above table shows that the largest number of fishermen full ie 17 592 (85.9%), the 
main sideline fishermen 2,213 (10.8%), and the odd fisherman additional 670 (3.3%). 
Based on empirical data and few studies above show that the construction and 
development of coastal areas have not been able to improve the quality of human 
resources fishermen in the region's coastal province of Bengkulu, a lot of young people 
who live in coastal areas do not want to be a fisherman this was due to professional 
fishermen were not promising future better future. Besides, there are several other 
factors that measure the success of marine and fisheries development that has not been 
achieved, as Laynurak (2008), among others: 1). lack of education and knowledge of 
fishing communities; 2). low ability of fishermen in using technology; 3). low skills (skills) 
of fishing communities in the processing of fish catches; 4). lack of capital and limited 
market access. The result was a decline in fishing productivity, low competitiveness, low 
income, and ultimately the welfare of fishing communities cannot increase. 
 
Through a strategic approach to community development that is done to improve the 
quality of human resources in the development of fishing coastal areas are expected to 
be the solution to achieve optimal development results. Therefore, the coastal 
communities should be able to improve the quality of self-reliance to overcome the 
problems encountered. Efforts coastal community empowerment was instrumental in 
improving the quality of human resources (HR), especially in shaping and changing the 
behavior of coastal communities to achieve a higher quality of living standards. 
Formation and behavior change, both in the sectoral dimension in all aspects / sectors of 
human life: social dimension which covers a range of material welfare to non-material; 
the dimension of time and the quality of the short term to long term and increase the 
capability and quality of service, as well as the dimensions of the target to reach from all 
strata of society. Empowerment of coastal communities is none other than to provide 
motivation and encouragement to the community in order to be able to explore the 
potential for him and dare to act to improve the quality of life, through means such as 
by education for awareness and capability themselves. 
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In some previous studies have revealed many problems with the development of coastal 
regions are economically focused approach, socio-cultural, namely; institutional, 
empowerment and aid capital, the sustainable management, increasing production, 
poverty alleviation, focusing more on the approach to change the mindset of society to 
the profession of fishermen who had been thought that the poor fishermen, low levels 
of education, income uncertainty, ability, low skills, and approaches to increase the 
quality of human resources through improved education fisherman / knowledge, skills 
and abilities in a sustainable fishing resources through increased allocation of adequate 
budget from the government. 
 
Thus it is appropriate if the orientation of the development of coastal communities 
could be targeted through the development strategy of the coastal region on efforts to 
increase human resources (HR) fishing in optimal utilization of the potential range with 
the aspect of sustainability. Which is expected to improve the quality and will increase 
the knowledge, abilities, and skills and ultimately improve the welfare of the 
community, especially those who inhabit coastal areas. Therefore, in this study the 
authors wanted to evaluate the development strategy of the coastal region, as well as to 
the Human Resources Management impilkasi Fishermen in Bengkulu and prove the 
opinions expressed by some previous authors and writers. 
 
According to Anas (2014) is a simple fisherman can be interpreted as a group of coastal 
communities whose livelihoods large part derived from the activity of fishing and collect 
other sea products. They live the coastal region and greatly influenced the natural 
condition of life, ranging from wind, waves, ocean currents, the fish stocks that are 
seasonal, so that the economic activity of groups of people that we know as fishermen 
do not take place throughout the year. Fishing conditions very close to the minus 
condition. 
 
According Kusnadi (2003) the quality of human resources is the typical poor traditional 
fishermen in various parts of Indonesia. Economic difficulties do not provide an 
opportunity to improve the quality of education of their children. Many children who 
have to work at sea after completing elementary school. In addition, the ease of access 
to work in the fisheries sector, the economic demands of the family, and the difficulty in 
finding other employment opportunities as a result of the failure of rural development, 
has strengthened the ranks of traditional fishing with the level of quality of human 
resources is low. In the minds of their minds the most important thing is to work 
(fishing, to be earnings and could eat every day). 
 
Still according to Kusnadi (2003), traditional fishermen are fishermen who exploit 
fisheries resources and traditional fishing equipment, capital small businesses, and 
organizations a simple arrest. In detail the characteristics of traditional fishing 
businesses are: 1) capture technology used is simple with the size of a small boat, 
cruising range is limited, the power load a little boat, fishing gear power range is limited 
and the boat propelled by sail, paddle, or machine PK small; 2) the amount of venture 
capital is limited; 3) a small number of members of the organization arrests between 2-3 
people, with the division of roles is collective (nonspecific) and generally based relatives, 
close neighbors, and or a close friend; 4) orientation economy is primarily geared to 
meet the needs of day-to-day basis. 
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The same thing also expressed by Suyanto (2013) which suggests that there are three 
points of view related to fishing, namely: 1) in terms of mastery of the means of 
production or equipment fishing (boats, nets, and other equipment), the structure of 
this society is divided into category fisherman owner (means of production) and fishing 
laborers who do not have the tools in the tool  and production activities of a unit of 
boats, fishing workers only contribute energy services by acquiring the rights is very 
limited; 2) the scale of their capital investment, the structure of fishing communities 
divided into large fishing where the amount of capital invested in the fishery business 
relative plenty, and a small fishing just the opposite; 3) the level of fishing equipment 
technology, which is divided into modern fishermen are catching fishermen using more 
sophisticated technology than traditional fishermen. 
 
Capacity building of fishermen and institutional fisherman, according to Anas (2014) is 
the main purpose of the management of fisheries in order to achieve success, if 
fishermen as a subject (doer) changes willing to accept and able to implement all the 
pillars of the management of fishing is good and true. Fishermen capacity building 
program should be well planned, systematic and continuous. This program should be 
able to improve the knowledge, awareness and skills of fishermen in applying the fishing 
practices in accordance with (the Code of Conduct for Responsible Fisheries), 
maintaining the carrying capacity and environmental quality of coastal and marine 
ecosystems, ways of handling the fish is best (best handling Practices), tried in 
accordance with the economies of scale and supply chain management. 
 
IV. CONCLUSION 
1. Strategy community empowerment approach taken to improve the quality of 

human resources in the development of fishing coastal areas are expected to be the 
solution to achieve optimal development results. Coastal communities should be 
able to improve the quality of self-reliance to overcome the problems encountered. 
Efforts coastal community empowerment was instrumental in improving the quality 
of human resources (HR) fishermen, especially in shaping and changing the 
behavior of coastal communities to achieve a higher quality of living standards. 
Formation and behavior change, both in the sector dimension in all aspects / 
sectors of human life: social dimension which covers a range of material welfare to 
non-material; the dimension of time and the quality of the short term to long term 
and increase the capability and quality of service, as well as the dimensions of the 
target to reach from all strata of society. Empowerment of coastal communities is 
none other than to provide motivation and encouragement to the community in 
order to be able to explore the potential for him and dare to act to improve the 
quality of life, through means such as by education for awareness and capability 
themselves. 

2. There are three points of view related to fishing, namely: 1) in terms of mastery of 
the means of production or equipment fishing (boats, nets, and other equipment), 
the structure of this society is divided into categories fisherman owner (means of 
production) and the fishing trade does not have the production equipment and the 
production of a unit of boats, fishing workers only contribute energy services by 
acquiring the rights is very limited; 2) the scale of their capital investment, the 
structure of fishing communities divided into large fishing where the amount of 
capital invested in the fishery business relative plenty, and a small fishing just the 
opposite; 3) the level of fishing equipment technology, which is divided into 
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modern fishermen are catching fishermen using more sophisticated technology 
than traditional fishermen. 

3. Capacity building and institutional fishermen fishing is the main objective of 
fisheries management in order to achieve success, if fishermen as a subject (doer) 
willing to accept and able to implement all pillars of fisheries management is good 
and right. Fishermen capacity building program should be well planned, systematic 
and continuous. This program should be able to improve the knowledge, awareness 
and skills of fishermen in applying the fishing practices in accordance with (the 
Code of Conduct for Responsible Fisheries), maintaining the carrying capacity and 
environmental quality of coastal and marine ecosystems, ways of handling the fish 
is best (best handling Practices), tried in accordance with the economies of scale 
and supply chain management.  
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ABSTRACT 

 
Beef meat are the strategic commodities rapidly have demand increasing by years. 
Unbalanced on demand and supply effects on national demands performance, present 
by impressive rates of imported beef meats and the lifestock. This study aimed to 
analyze the impact of policies related to beef meat supply and demand factors. The data 
used in this study was secondary data on 1996-2013 (time series data). Beef meat 
economic model analysis used econometrical model approach, formulated from 
simultaneous equation. Model sounding made by two stage least square (2SLS) method, 
followed by simulation policies. Impact of 1.4 % population growth tended to press 1.3 
% beef meat demand. Furthermore, the impact of policies with increasing 20 % amount 
of imported cow would raise 0.7 % of beef meat supply, causes declining on the amount 
of import and domestic beef meat price, 0.08 % and 0.16 %, respectively. However, the 
impact of beef meat import declining in 35 % would decrease the supply until 19 %. 
Based on that study result showed that the beef meet self-supporting programs by 
government at 2014 - 2023 should be difficult to be reached. As the production has not 
been able to answer the demand.  

 
Keywords: Beef meat, Policy, demand, supply 
 
1. Introduction 
 
In the provision of animal food, livestock subsector plays a very important roles. This is 
because animal products contain the nutrients needed for the development of the 
human body, especially the essential proteins and fats. The development of livestock 
populations is an overview of the level of availability of sources of animal protein 
national scale. The development of the national livestock population from year to year 
has increased (Table 1). 

 
Table 1. Development of the National Livestock Population Year 2010-2013 
(000 head) 

Based on Table 1 above, nationwide from 2010-2013 sheep population is the highest 
livestock population with an average annual growth of 11.65 percent, followed by 
populations of broilers (6:10 per cent per year), goats (2.85 percent per year), ducks 

Year 
Beef 

Cattle 
Cow 
Dairy 

Buffalo Goat Sheep Duck Broiler 

2010 13 582 488 2 000 16 620 10 725 44 302 986 872 

2011 14 824 597 1 305 16 946 11 791 43 488 1 177 991 

2012 15 981 612 1 438 17 906 13 420 49 295 1 244 402 

2013 12 686 444 1 110 18 500 14 926 12 015 1 344 191 

r (%) -1.22 -0.87 -15.79 2.85 11.65 1.10 6.10 

Source: Directorate General of Livestock and Animal Health 2014 
Description: r = average annual growth rate 
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(1:10 per cent per year). While other livestock population has decreased each of which 
dairy cows (-0.87 percent per year), beef (-1.22 percent per year) and buffalo (-15.79 
percent per year). 
 
Meat is an economic commodity that has strategic value. Beef contributions to the 
needs of national beef is expected to increase. It must be followed by the development 
of the cattle population itself. Based on the available data indicate that more cattle 
population is outside the island of Java. The area of the main sources of beef cattle 
producers are East Java, Central Java, South Sulawesi, Aceh, West Sumatra, South 
Sumatra, Bali, East Nusa Tenggara, West Nusa Tenggara and Lampung (Ramadan 2013). 
 
Regionally (Figure 1) in 2013 the population of cattle are mostly found on the island of 
Java, which amounted to 5790 thousands or equal to 46 percent of total beef cattle 
population in Indonesia, followed by the island of Sumatra at 2469 thousands or 20 per 
cent of total beef cattle population in Indonesia, Bali and Nusa Tenggara as many as 
1930 thousands (15 percent), Sulawesi as many as 1827 thousands (14 percent), Borneo 
400 thousands (3 percent) and the island of Maluku and Papua, as many as 267 
thousands or 2 percent of total beef cattle population in Indonesia. 
 

 
Source: Directorate General of Livestock and Animal Health 2014 
Figure 1 of beef cattle population by island in Indonesia in 2013 (thousands) 
 
The development of both the population of cattle and beef production in the country  
show significant improvement. The development of beef population is the answer to the 
needs of national meat derived from domestic production. Regular increasing in 
population will be difficult to meet the sufficiency of meat in 2014, due to the increase 
in population of only around 2-3 per cent annually consisting of 68.6 percent and 31.84 
percent of the local beef cattle simental, limousine and brahman cross (Ministry of 
Agriculture, 2010). 

 
During the period 2010-2013 the production has increased with the growth rate of 
which varies for each type of livestock (Table 2). The highest growth occurred in broiler 
production in the amount of 7:28 per cent per year. This is in line with the development 
of the poultry industry with technology intensive cultivation and breeding. Other 
production growth followed by the production of beef cattle at 3.09 percent per year. 
While other livestock production has decreased each of which is a goat (-1.76 percent 
per year), buffalo (-2.18 percent per year), sheep (-2.48 percent per year) and ducks (-
7.28 percent per year). Over the past four years the domestic beef production has 
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increased from year to year (Table 2). Nevertheless domestic beef production has not 
reflected its ability to meet domestic demand. Therefore,  to overcome these problems 
it is needed do import activity. According Priyanti (2012), to meet the demand for beef 
government has also allocated the number of imported cattle and frozen meat 
respectively by 500 thousands and 72 thousand tons (equivalent to 220 thousand), 
namely in 2011 from Australia and other meat exporting countries. 

 
Beef contribution to the national meat consumption reached 390 thousand tons (21 
percent). The level of national meat consumption reached 7.75 kg / capita / year. While 
domestic beef production reached 67 percent of the total requirement, or about 435.3 
thousand tons, so it remains to be imported. 
 
Table 2 Development of Meat Production in Indonesia Period 2010-2013 (000 tons) 

Year Beef Cattle Buffalo Goat Sheep Duck Broiler 

2010 258.8 35.9 68.8 44.9 26.0 1 214 

2011 266.8 35.3 66.3 46.8 28.2 1 338 

2012 275.0 34.5 65.2 44.4 30.1 1 400 

2013 283.5 33.6 65.2 41.5 32.1 1 498 

r (%) 3.09 -2.18 -1.76 -2.48 -7.28 7.28 

Source: Directorate General of Livestock and Animal Health 2014 
Description: r = average annual growth rate 
 
Livestock commodities have good prospects for development. This is supported by the 
product characteristics that can be accepted by the people of Indonesia. This condition 
indicates that Indonesia is a potential market for agribusiness. That is because the 
population of 220 million people and still will grow by 1.4 percent per year. Therefore, 
Indonesia is a country with a very large number of consumers, the geographical 
conditions and the natural resources that support the business and the livestock 
industry. Increased public awareness and knowledge about nutrition and increased 
income per capita will increase purchasing power (Daryanto 2009). 
 
Beef products have a very big role in the national economy, but many problems occur 
which can inhibit the growth of both macro and micro. Beef production growth 
amounted to 3.0 percent which is not comparable with the growth rate of imports of 
meat that is equal to 4.7 percent (Table 3). It shows that the growth of beef imports 
increased more sharply than domestic beef production. Domestic beef production has 
not been able to meet the consumption needs of society. The number of domestic beef 
production will affect the number of bids for domestic beef. 
 
Table 3 Supply and consumption of beef in Indonesia in 2009-2013 (000 tons) 

Description 
Year 

r (%) 
2009 2010 2011 2012 2013 

production 250.8 258.8 266.8 275.0 283.5 3.0 

Import   70.0   73.4   77.0   80.8         84.8        4.7 

Total (production + import) 320.8 332.2 343.8 355.8 368.3 3.4 

Consumtion 325.9 330.0 334.2 338.4 342.7 1.2 

Source: Ministry of Agriculture in 2014 (processed) 
Description: r = average annual growth rate 
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Domestic beef supply conditions which are in deficit. As a result, Indonesia did 
fulfillment through imports. Then, Indonesia is said to be a net importer of beef. Offers 
beef is a manifestation of changes in the factors that influence it. In general, these 
factors are environmental factors, the economy and government policy. Environmental 
factors associated with the availability of feed. While economic factors are factors that 
are directly related to the decisions of farmers in determining the level of output (beef) 
is generated. 
 
Increasing population and a change in consumption patterns and tastes of society has 
led to the national beef consumption tends to increase. Indonesia with a population in 
2011 of 241 million people, with population growth of 1.4 percent per year will be 
followed by an increasing number of food consumption, especially beef. This resulted in 
an increase in demand for beef imports where the shortage of production over 
consumption in the country. Thus, to overcome the phenomenon is needed for efforts in 
order to enhance the growth of domestic beef offer capable of meeting domestic 
demand for beef. 
 
The number of domestic beef demand is higher than the amount bid. It can spur an 
increase in the price of beef in the domestic market. As an importing country, even 
though the condition beef prices on the international market tends to go down, but not 
able to suppress the rise in prices in the domestic market. Demand trends are rising 
faster than the increase in the supply of beef where the phenomenon would spur an 
increase in meat prices, which in turn can stimulate people to sell his cow breeders, 
including productive cows that need to be worried. 
 
Several policies have been carried out by the government in relation to the fulfillment of 
the demand for beef but the extent to which the implementation of the policy is to 
ensure a balance in terms of demand and offerings so that it needs to be an assessment 
of how policy impacts on the demand and the offer. 
 
The purpose of this paper are; to analyze the policy impact on population increasing,  
the impact of the policy of increasing and decreasing the number of feeder cattle 
imports, and the impact of policy on reducing beef imports to supply and demand of 
beef in Indonesia. 
 
2. Literature Review 
Demand and supply of beef in Indonesia 
Based on research conducted by Ilham (1998), about the supply and demand for beef in 
Indonesia: a simulation analysis, which typically uses secondary data time series of 
quarterly unity 1990 sarnpai second quarter of 1997, which is analyzed by econometric 
approach, shows that offers farm people affected by the price difference with the price 
of beef cattle dornestik, offers people the livestock industry, dummy feast, a time trend, 
and lag offer farm people, and responsive to changes in the difference between the 
price of meat with cow dornestik. Offer livestock industry of the people affected by the 
price of beef, imported feeder cattle prices, interest rates, and the livestock industry 
offers people lag, and responsive to changes in the price of beef and the interest rate. 
lmpor beef affected by import tariffs, dummy feast, and lag beef imports, as well as 
responsive to changes in import tariffs. Beef demand is influenced by the price of beef, 
fish prices, income, number of residents of the city, the feast of the dummy, and 
demand of beef, as well as responsive to changes in the price of beef. Domestic beef 
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prices is influenced by the price of meat irnpor, domestic cattle prices, a time trend, 
dummy feast, and lag the price of domestic beef. However, the price of beef dornestik 
not responsive to changes in the whole of the variables. This shows the government's 
role in regulating offers domestic beef will influence domestic beef prices. Indonesia 
imported beef prices and the price of beef in the world market is determined by the big 
countries, such as Australia, New Zealand, and the United States. 
 
In line with research conducted Ardiyati (2012) using multiple linear regression model of 
the economy, the approach method of ordinary least square (OLS) which analyzes the 
domestic beef production and the factors that influence it. The analysis showed that the 
factors that determine the level of beef production is the cattle population, the number 
feedloter. Variables price of beef, livestock production people and lag of beef 
production has alleged parameter mark is not as expected. However, the value of the 
parameter estimation negatively on the price of beef in the country missed the presence 
of behavior among farmers that if feel not gain reasonable that they should have 
received as a result of the difference in price of meat and livestock prices, the farmer 
will reduce supply cow to market. While the level of elasticity indicates that beef 
production only respond to the price of beef. 
 
Research Hutabalian (2009), examines the factors that affect the supply of beef pieces, 
using panel data regression econometric models. The results showed that the variables 
that significantly affect domestic beef offers the real level of five per cent is the cattle 
population, the price of beef and rice harvested area, while the price of cattle variables 
significant at the 20 percent significance level. 
 
Priyanto (2003) examines the policy evaluation beef imports in order to protect farmers 
domestic: analysis of supply and demand ", the results show that the artificial 
insemination program has not been able to improve the quality of cattle that exist, while 
the rate of development of livestock business people are not much influenced by the 
price of beef , Increased national meat consumption tends to increase the influx of 
imported meat, but the role of import tariffs is able to restrict the entry of the volume of 
beef imports into Indonesia. National meat consumption is affected by increases in 
population. The role of imported beef are still needed in order to meet national demand 
for beef. That is because the development of beef cattle business is not yet fully capable 
of supporting offers national beef cattle because of the performance still has a low body 
weight. Where the price of meat is not a factor capable of supporting the development 
of business performance cattle. The simulation results show that the policy pursued 
depreciation or appreciation of the rupiah against the US $ tended to depress beef 
imports, but does not affect the development of domestic livestock business. 
 
Research results Kariyasa (2000) on the analysis of supply and demand for beef in 
Indonesia before and during the economic crisis. "Indicates that beef production in the 
country is affected by the price of beef in the country, the interest rate, the cattle 
population, the price of cattle, and the price feed. Indonesian beef imports was 
influenced by the price of imported beef, the rupiah exchange rate against the US dollar, 
import tariffs, and the variable price of domestic beef. Meanwhile, domestic beef 
demand is influenced by the price of domestic beef, fish prices, the price of eggs, the 
price of mutton, per capita income and tastes. For the price of beef imports, influenced 
by the Australian beef cattle prices, import tariffs and the exchange rate. While the price 
of domestic beef production is affected by domestic beef, imported beef Indonesia, and 
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the demand for domestic beef. The current economic crisis and demand for beef 
production in the country respectively 1.3 and 0.5 times lower than before the economic 
crisis. Where the real price of beef in the country during the economic crisis about 3.7 
times lower than before the economic crisis, caused by the increase in the inflation rate 
is more than 3 times than the rate of increase in nominal prices. The projection shows 
that in the next ten years Indonesia's dependence beef imports will increase. It is seen 
that in 2000, beef production in the country is still able to meet the needs of domestic 
meat consumption by 93 percent and the remaining 7 percent of imports, whereas in 
2009 this proportion is expected to change to 79 percent versus 21 percent. So if 
associated with government programs that have been launched Indonesia's self-
sufficiency in meat in 2005 seems to be difficult to achieve. The implication is that 
Indonesia is able to self-sufficiency in beef in 2005, the government should make special 
efforts are more serious in encouraging domestic production. 
 
Beef trade policy in Indonesia 
Based on research conducted by Pakpahan (2012), the analysis of the factors affecting 
beef imports in Indonesia, using econometric analysis model. Results showed that the 
increase in population and the improvement of living standards of people will increase 
consumption patterns including the consumption of beef. Increased consumption of 
beef is not comparable to the increased production of beef so that importing beef from 
the outside. Imports of beef annually increased influence to Indonesia. In the long term 
or short term the price of beef imports, domestic beef prices, exchange rate, national 
income and the crisis of 1997 as together affect the import of beef in Indonesia. 
Partially, both short-term and long-term price of beef import negative effect on beef 
imports. In the short term the price of domestic beef has no significant effect on beef 
imports. While the price of domestic beef in long-term positive and significant impact. In 
the short-term and long-term dollar rupiah is significant negative effect on beef imports. 
And in the short term and long term crisis of 1997 GDP and positively and significant 
effect. 
 
Sukananta (2008), examines the impact of trade quota policy to supply and cattle 
population as well as the welfare of farmers in the province of Bali using Econometric 
models. The result shows that offer beef cattle from Bali to Jakarta is offering limited by 
quotas. These conditions are reflected by the bidding behavior of beef cattle from Bali to 
Jakarta are less responsive to changes in the price of beef cattle in Jakarta. The offer is 
influenced by the production compared to the price. This indicates that the quota policy 
effective enough to control offer beef cattle from Bali to Jakarta in order to prevent 
population decline. Bali cattle population in significantly influenced by and responsive to 
the production and the total supply of beef cattle in Bali. This condition indicates that 
the increase in production and offers control is essential to prevent a decline in cattle 
population in Bali. The quota policy imposed by the grant quotas to some traders that 
the market structure of beef cattle in Bali is less than perfect, where the beef trade from 
Bali to Jakarta is only controlled by the trader. Price increases in Jakarta more will be 
enjoyed by the inter-island traders who trade in cattle from Bali to Jakarta. This is 
reflected by the level of responsiveness of beef cattle prices are low in Bali to changes in 
the price of beef cattle in Jakarta. Policy of increasing trade quotas cattle from Bali to 
Jakarta can increase the supply of beef cattle from Bali to Jakarta and welfare of dairy 
farmers, and reduce the population of cattle in Bali, but if the policy is offset by the 
policy of increasing production (increased realization technology Artificial Insemination, 
credit, and prevention of mother productive female cattle slaughter), the supply and 
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cattle population as well as the welfare of farmers in Bali can be improved 
simultaneously. The price difference is too high between the two regions in a restricted 
supply conditions can lead to smuggling cattle from Bali to Jakarta, thereby potentially 
lowering the cattle population in Bali. 
 
Research Tseuoa (2011), on the Impact of Free Trade Australia and New Zealand In the 
Beef Industry in Indonesia by using an econometric model, showed that Indonesia's 
participation in the ASEAN, Australia and New Zealand Free Trade Agreement has a 
negative effect on the beef industry in Indonesia. Every year more than 90 percent of 
imports of beef from Australia and New Zealand. Elimination Prices of beef imports from 
Australia and New Zealand under AANZFTA (ASEAN, Australia, and New Zealand free 
trade agreement) will reduce beef production in the country, increasing imports of beef 
and beef supply domestic and lowering the price of domestic beef thus increasing 
demand for beef. The combination of lower interest rates by 4 percent, increasing the 
number of breeding cattle imports by 60 percent, increased Artificial insemination 
technology by 64 percent, and an increase in import tariffs of beef from Australia and 
New Zealand respectively by 40 percent. The combination of these policies can be 
implemented prior to the implementation of the AANZFTA in Indonesia. However, in 
2014 Indonesia will achieve self-sufficiency is only 52 percent (this policy can not help 
Indonesia). 
 
3. Research Method 
Model Specification 
1. Requests domestic beef 
The level of demand for a product is influenced by the price of the goods itself, the price 
of substitutes, household incomes and population. Domestic beef demand equation 
formulated as follows: 
DDST = a0 + a1HDDRt + a2HDARt + a3PPNRt + a4POPt + a5DDSt-1 + E1t 
Where: 
DDST = domestic demand for beef (000 tons), 
HDDRt = the real price of domestic beef (Rp / kg) 
HDARt = rill chicken meat prices (Rp / kg) 
PPNRt = national income (Rp) 
POPT = population (000 People) 
DDST-1 = lagged domestic beef consumption 
E1t = confounding variables 
 
2. Offer Domestic Beef 
Offers beef is the total number of beef production as a whole at the national level. The 
amount of production that is not comparable with the results in the consumption o f 
beef products imported. Thus offers domestic beef can be defined as the sum 
betweennumber of domestic beef production and the amount of imported beef. Offer 
domestic beef is an identity that can be formulated as follows: 
SDDt = PDSDt + MDSt  
Where : 
SDDt = offers Beef Domestic (000 tons) 
PDSDt = Beef Domestic production (000 tons) 
MDSt = import Beef (000 tons) 
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3. Domestic Beef Production 
The domestic beef production is affected by the national cattle population, the price of 
domestic beef, imported beef. The equation can be formulated as follows: 
PDSDt = b0 + b1HDDRt + b2HDARt + b3HDMR + b4PSN t + b5JBI + b6DSt + a7PDSD t-1 + 
E2t 
Where : 
HDDRt = the real price of domestic beef (USD / kg) 
HDARt = rill chicken meat prices (USD / kg) 
HDMRt = the real price of imported beef (USD / kg) 
PSNt = national cattle population (000 Tail) 
JBiT = number of feeder cattle imports (000 tons) 
DST = dummy beef self-sufficiency, (D = 1, there is a policy of self-sufficiency and D = 0, 
no  policy of self-sufficiency) 
PDSDt = Beef Domestic production (000 tonnes) 
E2t = confounding variables 
 
4. Imported Beef 
The equation can be formulated as follows: 
Village Meeting for Transition = c0 + c1HDMRt + c2NTRt + c3TMDSt + c4HDDRt + E3t 
Where : 
Village Meeting for Transition = imports of beef (000 tonnes) 
HDMRt = the real price of imported beef (USD / kg) 
NTRt = exchange rate (US $ against the US $) 
TMDSt = tariff on beef (percent) 
HDDRt = the real price of domestic beef (USD / kg) 
E3t = confounding variables 
 
5. Price Rill Domestic Beef 
Equation domestic beef prices can be formulated as follows: 
HDDRt = d0 + d1HDMRt + d2PDSDt + d3DDSt + d4MDSt + E4t 

Where : 
HDDRt = the real price of domestic beef (USD / kg) 
HDMRt = the real price of imported beef (USD / kg) 
PDSDt = Beef Domestic production (000 tonnes) 
DDST = domestic demand for beef (000 tonnes), 
MDSt = import Beef (000 tons) 
E4t = confounding variables 
 
Identification Model 
This study uses an econometric model of simultaneous equations by using 2SLS. The 
model consists of structural similarity and identity. One of the determining method of 
estimation model is a model identification. According Koutsoyiannis (1977) can be 
determined by the formula: 
(K-M) ≥ (G-1) 
Where: 
K = total variable in the model 
M = number of endogenous and exogenous variables are included in a specific equations 
in the model 
G = total equation. 
And equations in the model used in this study is said to be over identified. 
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Model Validation 
The purpose of the validation of the model is to determine whether enough valid 
models used for policy simulation. According Pyndick and Rubinfeld (1991) statistical 
criteria used are RMSE (Root Mean Square Error), and RMSPE (Root Mean Square 
Percent Error), and U (U-Theil's Inequality Coeffisient). RMSPE value is a measure of 
deviation from the value of endogenous variables to simulate an actual value in percent. 
The smaller the RMSE, RMSPE, U, and increasing the amount of R2, the more valid for 
simulated models. U values between 0 and 1, if the value of U = 0, then the model is 
perfect estimation and vice versa if the value of U = 1, then the naive prediction models. 
The formula validation criteria are as follows: 
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Where: 
Yp = value basic simulation 
Yes = The actual value of observation 
  n = number of periods of simulation 
 
Simulation Models 
Simulations performed referring to the equation, the simulation analysis is the analysis 
of historical simulation. Historical simulation analysis was conducted to determine the 
impact of alternative changes in the factors which affect directly or indirectly to the 
endogenous variables are limited to the period 1996-2013. Analysis of historical 
simulation is intended to assess the impact of policy programs in accordance with the 
target PSDSK 2014 ie an increase in the number of feeder cattle imports by 20 percent, 
the increase in the population growth of 1.4 percent and a decline in beef imports by 35 
percent. 

 
4. RESULTS AND DISCUSSION 
Model Validation 
Validation of the economic model of beef in Indonesia is done by simulating the basis of 
observations in the sample period 1996-2013. Model validation results showed that the 
value RMSPE below 25 percent. This shows that the predictive value still can follow the 
trend of the data with the forecasting error rate below 25 percent. The value of each 
RMSPEnya starting from the highest to the lowest, namely the import of beef (24 
percent), beef production domestic (11 percent), offers beef domestic (13 percent) and 
beef demand domestic (0 percent). 
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U theil highest value is 0.1537 which is the equation of the real price of domestic beef. 
Judging from the statistical component U, that the proportion of bias (UM) and the 
proportion of variance (US) is close to zero, and the proportion covarians (UC) 
approaches one. Value u theil for beef imports next is the second highest in the amount 
of 0.0870 ie beef imports. To offer beef has a value u theil 0.0597. While domestic beef 
production have u theil value of 0.0544. Domestic demand for beef has a value u theil 
0.0042. The proportion of the value of bias (UM), which is indicated by 00:00. From 
some of these criteria indicate that the model is quite well defined and can be used for 
policy simulation. 
 

Table 4 Results of the validation of economic models of demand  
and supply of beef in Indonesia 

 

Description RMSE 
RMSPE 

(%) 
Bias 
(UM

) 

Reg 
(UR) 

Dist 
(UD) 

Var 
(US) 

Covar 
(UC) U 

Demand 2.5820 0.8606 0.00 0.09 0.91 0.06 0.94 0.004
2 

Supply 34.222
4 

13.690
9 

0.00 0.06 0.94 0.02 0.98 0.059
7 

Production 24.608
6 

11.925
1 

0.00 0.07 0.93 0.02 0.98 0.054
4 

Import 10.525
1 

24.016
8 

0.00 0.07 0.93 0.01 0.99 0.087
0 

Price 13021.
9 

55.359
3 

0.00 0.06 0.94 0.05 0.95 0.153
7 

 
Policy Simulation Results 
In the simulation designed, carried out through a policy simulation scenarios that are 
expected to support the analysis of demand and supply of beef which include policy 
influence the trend of population, the influence of the increase and decrease in the 
number of feeder cattle imports and a decline in beef imports. Simulation of the model 
provides a good overview of the positive or negative impact or no impact at all on the 
variables endogennya. 
 
Trend simulation Population 
Simulation of population trends is designed with consideration of the increasing trend 
population of 1.4 percent / year thus suggests that program planning is necessary 
especially for beef cattle livestock sector in order to cope with increased demand for 
beef due to the increasing population. Policy simulation results (Table 5) show that with 
increasing population growth of 1.4 per cent will have a direct impact on demand. 
Increased domestic demand for beef more impact on the supply of meat farm level. 
Anticipation of the increase in demand for beef as a result of an increase in population 
required technological breakthroughs and business development strategies beef cattle 
farms in supporting the needs of national beef that is likely to increase. 
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Table 5 Impact of population growth of 1.4 percent 

Notation Description Value Basis Simulation 
Value 

Change 

Unit % 

DDS Domestic 
demand for 
beef 

307.5 311.5 4 1.3008 

SDD offers domestic 
beef 

282.8  285.8 3 1.0608 

PDSD domestic beef 
production 

224.0 226.2 2.2 0.9821 

MDS beef imports 58.7689 59.6113 0.8424 1.4334 

HDDR the real price of 
domestic beef 

39520.5 40618.9 1098.4 2.7793 

 
Improved Policy Simulation and Reduction in Bakalan Cattle Imports 
One of the main activities in the meat self-sufficiency program activities in 2014 was the 
setting of beef stock in the country and one of the operations is setting cows that are 
targeted to empower farm beef cattle based on local resources, through the import of 
cows. 
 
The simulation results policy of increasing the number of feeder cattle imports (Table 6) 
that is the target of self-sufficiency program in 2014. The increase in the number of beef 
cattle imports could encourage domestic beef production amounted to 2.0 thousand 
tons, equivalent to 0.89 per cent. Thus the supply of domestic beef also increased by 2.0 
thousand tons, equivalent to 0.70 per cent. Imports of feeder cattle is one of the 
supporting activity in cattle in order to obtain quality seeds as well as the addition of 
cow weight in preparation for cuts in order to increase domestic meat production. This 
policy is a short-term policy issued by the government to meet the needs of the national 
meat in order to stabilize the prices and availability of supply. Import policy only as a 
temporary means to bridge the shortfall for the needs of consumers. A decrease in 
feeder cattle imports are expected to stimulate domestic beef production to replace 
beef imported products so as to reduce the level of dependence on imports. But with 
these policies actually reduce domestic beef production amounted to 2.5 thousand tons 
(1:11 per cent) and ultimately reduce the supply of domestic beef amounted to 2.5 
thousand tons (0.88percent). 

Table 6 Impact of the policy of increasing the number of  
feeder cattle imports by 20 percent 

Notation Description Value Basis Simulation 
Value 

Change 

Unit % 

DDS Domestic 
demand for beef 

307.5 307.5 0 0 

SDD offers domestic 
beef 

282.8  284.8 2 0.7072 

PDSD domestic beef 
production 

224.0 226 2 0.8929 

MDS beef imports 58.7689 58.7194 -
0.0495 

-0.0842 

HDDR the real price of 
domestic beef 

39520.5 39456.0 -64.5 -0.1632 
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That is because the dependence on imports is still ongoing as to the availability of 
domestic meat production is still not able to meet domestic demand. Imported feeder 
cattle imported from Australia and New Zealand comes from the type of Brahman cross 
cattle Australian commercial or cross (ACC). The impact of imports of feeder cattle is 
local beef demand decreases, the price of local cattle to deteriorate, farmers are also 
difficult to make buying and selling on a large scale. Complicated issue that press the 
public cattle ranchers are in fact already happened some time ago, this is due to the 
abundance of cattle imported without control. And in the end the government 
introduced tightening measures on imports of beef and cattle can be importers who do 
not show the Entry Approval Letter (SPP) in the importing country, a commodity to be 
transported can not be shipped. The government has sent a circular letter addressed to 
the importers of meat and calves in Australia regarding the import policy tightening. The 
Government has also sent a circular letter addressed to the importers of meat and 
calves in Australia. Cessation of imports of live cattle and beef from Australia was the 
best move of the government to re-stimulate the community to keep cattle in Indonesia. 
When ranchers raising cattle back excited because the price is favorable for farmers, the 
availability of meat for public consumption will be met, and the target would beachieved 
self-sufficiency in meat. 
 

Table 7 Impact policy to reduce the number of feeder cattle imports by 25 percent 

Notation Description Value Basis Simulation 
Value 

Change 

Unit % 

DDS Domestic 
demand for 
beef 

307.5 307.5 0 0 

SDD offers domestic 
beef 

282.8  280.3 -2.5 -0.8840 

PDSD domestic beef 
production 

224.0 222.0 -2.5 -1.1161 

MDS beef imports 58.7689 58.8307 0.0618 0.1052 

HDDR the real price of 
domestic beef 

39520.5 39456.0 -64.5 -0.1632 

 
Policy to increase the number of feeder cattle imported an impact on domestic beef 
production and supply of domestic beef are growing and the impact on the price of 
domestic beef and beef imports to be reduced. This condition shows that domestic beef 
production also comes from imported feeder cattle before by cutting. In Indonesia 
continues to support its production requires a supply of quality beef for the 
improvement of the genetic quality of cattle. However, if the policy carried decline in 
feeder cattle imports will certainly reduce production and supply of domestic beef. It 
proves that Indonesia still relies on imported production. 
 
Policy Impact Decrease in Imports Beef 
Operational activities of the program is self-sufficient in meat stock arrangements cows 
and beef that are targeted to empower farm beef cattle based on local resources, by 
setting the feeder cattle imports. While the beef stock settings is done through setting 
import quotas aimed at reducing the amount of imported beef in the domestic market 
needs. Policy to reduce beef imports reduces the supply of domestic beef and domestic 
beef production. These conditions will influence the population depletion due to the 
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slaughtering of cattle in large enough quantities. Decline in imported beef can reduce 
the price of domestic beef, but not on demand. This shows that imports of beef program 
is still carried out in order to support the balance of demand and supply of beef in the 
country. 
 
In accordance with the program target of self-sufficiency in beef that will decrease the 
import of beef done to reduce the contribution of imported beef traditional market so 
as to encourage increased production. However, the analysis shows that if it did decline 
against beef imports would likely decrease domestic beef production amounted to 35.7 
thousand tons or 15.9 percent. Will automatically reduce the supply of domestic beef as 
well as offers domestic beef obtained from the accumulated domestic production of 
beef and imported beef, if the import of meat down it will reduce the supply amounted 
to 56.3 thousand tons or 19.9 percent. This is despite the impact on the real price of 
domestic beef but did not affect the demand for beef (Table 8). The role of imported 
beef expressed a demand that must be done in order to meet the national demand for 
meat. The need for increased meat imports because it also demands better quality meat 
by consumers of beef as a result of changes in consumer tastes. 
 

Table 8 Impact policy to reduce beef imports by 35 percent 

Notation Description Value Basis Simulation 
Value 

Change 

Unit % 

DDS Domestic demand 
for beef 

307.5 310.6 3.1 1.00813 

SDD offers domestic beef 282.8 226.5 -56.3 -19.9081 

PDSD domestic beef 
production 

224.0 188.3 -35.7 -15.9375 

MDS beef imports 58.7689 58.747 0 0 

HDDR the real price of 
domestic beef 

39520.5 21282.9 -18237.6 -46.1472 

 
The policy of reduction in beef imports will be more flexible for farm businesses in the 
nation. Beef cattle breeding business potential in Indonesia is the basis of people's farm. 
So if the potential for beef imports continue to be improved it will shut off the farm folk 
in general, but also vice versa. 
 
5. CONCLUSIONS  
Conclusion 

1. The impact of the trend of population policies to give effect to an increase in 
demand for beef domestic but not accompanied by an increase that occurs in 
the production of beef that affect the supply of the domestic beef and beef 
prices. The imbalance of demand and supply of domestic beef will provide an 
increase in beef imports 

2. The impact of the policy of increasing the number of feeder cattle imports could 
encourage domestic beef production thereby increasing the number of offers 
but decreases the amount of imported beef and domestic beef prices. While the 
impact of policy to reduce the number of feeder cattle imports will reduce 
domestic beef production so as to reduce the supply of domestic beef as well. It 
boosted imports of beef and domestic beef prices. 
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3. The impact of beef imports is resulting in a decline in domestic beef production 
and supply of domestic beef thus increasing domestic demand for beef, but is 
able to lower the price of domestic beef. 

 
References 
Ardiyati A. 2012. Penawaran daging sapi di Indonesia (analisis proyeksi swasembada 

daging sapi 2014) [Tesis]. Jakarta: Sekolah Pascasarjana Universitas 
Indonesia. 

Ilham N. 1998. Penawaran dan permintaan daging sapi di Indonesia: suatu analisis 
simulasi [Tesis]. Bogor: Sekolah Pascasarjana Institut Pertanian Bogor 

Daryanto A. 2009. Dinamika Daya Saing Industri Peternakan. Bogor: IPB Press Kampus 
IPB Taman Kencana Bogor. 

[DITJENNAK] Direktorat Jenderal Peternakan. 2013. Statistik Peternakan Indonesia. 
Jakarta: Direktorat Jenderal Peternakan. 

Hutabalian M. 2009. Faktor-faktor yang Mempengaruhi Penawaran Daging Sapi Potong 
Domestik [Skripsi]. Bogor: Sekolah Sarjana Institut Pertanian Bogor. 

Koutsoyiannis A. 1997. Theory of Econometrics. Second Edition. London: The Macmillan 
Press Ltd. 

Kariyasa K. 2000. Analisis Penawaran dan Permintaan Daging Sapi di Indonesia Sebelum 
dan Saat Krisis Ekonomi: Suatu Analisis Proyeksi Swasembada Daging Sapi 
2005. Pusat Penelitian Sosial Ekonomi Pertanian Badan Penelitian dan 
Pengembangan Pertanian, Bogor. 

Pindyck R and DL. Rubinfeld. 1991. Econometric Models and Economic Forecasting. Third 
Edition. McGraw-Hill International Edition, Singapore. 

Priyanti A. Mahendri I, Kusnad U. 2012. Dinamika Produksi Daging Sapi di Wilayah Sentra 
Usaha Sapi Potong di Indonesia. Pusat Sosial Ekonomi dan Kebijakan 
Pertanian. Kementerian Pertanian. 

Priyanto D. 2003. Evaluasi kebijakan impor daging sapi dalam rangka proteksi peternak 
domestik: Analisis penawaran dan permintaan [Tesis]. Bogor: Sekolah 
Pascasarjana Institut Pertanian Bogor. 

Pakpahan SR, Asima. 2012. Analisis Faktor-faktor Yang Mempengaruhi Impor Daging 
Sapi di Indonesia. Economics Development Analysis Journal (EDAJ). 1(2). 

Ramadhan D. 2013. Teknik dan Manajemen Usaha Ternak Potensial. Jogyakarta: Trans 
Idea Publishing.  

Sitepu RK, Sinaga BM. 2006. Aplikasi Model Ekonometrika: Estimasi, Simulasi dan 
Peramalan Menggunakan Program SAS. Bogor: Program Studi Ilmu Ekonomi 
Pertanian, Institut Pertanian Bogor. 

Sukananta I.W. 2008. Dampak Kebijakan Kuota Perdagangan terhadap Penawaran dan 
Populasi Sapi serta Kesejahteraan Peternak di Provinsi Bali [Tesis]. Bogor: 
Sekolah Pascasarjana Institut Pertanian Bogor. 

Tseuoa T, Syaukat Y, Hakim DB. 2012. The Impact Of The Australia and New Zealand Free 
Trade Agreement On The Beef Industry In Indonesia. J.ISSAAS. 18(2):70-82. 

 
 
 
 
 
  



                                                      Transforming Business in Emerging Markets 
 

61 
 

LABOUR OUTSOURCING AS A TRANSFORMING STRATEGY INTO WINNING THE 
COMPETITION IN AN EMERGING MARKET 

 
Created by: Muhammad Istan 

University of Bengkulu 
 

Abstract 

Organizations nowadays is trying to continuously transform their business in order to 
maintain or increase their competitive advantages, for example, implementing network 
organization, strategic business alliances, reengineering, benchmarking, and 
outsourcing.Outsourcing is a cooperative model between organization and vendors in 
deriving competitive advantages through the redeploying and efficient utilization of 
resources in the areas of human resources, research, technology, business processes, 
and etc. Many organizations have benefited from labour outsourcing by focusing on 
their core competencies strategic, for example: 1) laboureconomic/financial condition,2) 
labour market,3) educational level, 4) skill, 5) and labour laws that make labour 
outsourcing industry grows rapidly in emerging markets. 

Keywords 
Transforming business, labour outsourcing, laboureconomic, financial condition, labour 
market, educational level, skill, labour laws, emerging markets. 

 
Introduction  

Organizations nowadays is trying to continuously transform their business in order to 
maintain or increase their competitive advantages. In ahyper-competitive climate, 
organizations have to consistently increase their level of efficiency. They have been 
trying to get such efficiency, for example, by implementing network organization, 
strategic business alliances, reengineering, benchmarking, and outsourcing. 
 
Outsourcing is a cooperative model between organization and vendors in deriving 
competitive advantages through the redeploying and efficient utilization of resources in 
the areas of human resources, research, technology, business processes, etc. 
Outsourcing characterizes is an organizational pattern of using another resource from 
the internal capacity of a third party to meet activity or process requirements to achieve 
competitive advantage. It also becomes foundation for downsizing oriented 
organizations to reach their goals by focusing on their strengths and doing things 
according to their core competencies. In this way, outsourcing, in the example of Just in 
Time (JIT) method which not only makes supplies available from the suppliers but 
integrates the value chain of the suppliers into the business firm, and thus resulting a 
lean and streamline business process that keeps the resource efficiency and increase 
product quality and core competencies of the organizations. Some reasons for 
organization to outsource are: to improve and increase business focus, to get access to 
word class capabilities, to accelerate reengineering benefits, to share risks, and to obtain 
free resources for another purposes, such as to make them possible to redirect their 
resources from non-core activities.  
 
The Organizations that outsource are seeking to realize benefits or address the following 
issues (Gareiss, 2002), are: 
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1. Cost savings: The lowering of the overall cost of the service to the business. 

This will involve reducing the scope, defining quality levels, re-pricing, re-
negotiation, and cost re-structuring. Access to lower cost economies 
through off shoring called "labour arbitrage" generated by the wage gap 
between industrialized and developing nations (Engardio, et al., 2006). 

 
2. Focus on core business: Resources (for example investment, people and 

infrastructure) are focused on developing the core business. For example 
often organizations outsource their IT support to specialized IT services 
companies that are able to provide a higher level of service competency. 

 
3. Cost restructuring: Operating leverage is a measure that compares fixed 

costs to variable costs. Outsourcing changes the balance of this ratio by 
offering a move from fixed overheads to variable cost and also by making 
variable costs more predictable based on their service demands to support 
their core activities. 

 
4. Improve quality: Achieve a step change in quality through contracting out 

the service with a new service level agreement. 
 

5. Knowledge: Access to intellectual property and wider experience and 
knowledge from outsourced partners (Engardio & Kripalani, 2006). 

 
6. Contract: Services will be provided to a legally binding contract with 

financial penalties and legal redress. This is not the case with internal 
services (Joana, 2003). 

 
7. Operational expertise: Access to operational best practice that would be too 

difficult or time consuming to develop in-house. 
 

8. Access to talent: Access to a larger talent pool and a sustainable source of 
skills, in particular in science and engineering(Couto, V., Mani, M., & 
Lewin,A, Y., & Peeters, C. (2006). 

 
9. Capacity management: An improved method of capacity management of 

services and technology where the risk in providing the excess capacity is 
borne by the supplier. 

 
10. Catalyst for change: An organization can use an outsourcing agreement as a 

catalyst for major step change that cannot be achieved alone. The 
outsourced partner becomes a Change agent in the process. 

 
11. Enhance capacity for innovation: Companies increasingly use external 

knowledge service providers to supplement limited in-house capacity for 
product innovation (Couto, V., Mani, M., & Lewin,A, Y., & Peeters, C. (2006). 

 
12. Reduce time to market: The acceleration of the development or production 

of a product through the additional capability brought by the supplier. 
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13. Co modification: The trend of standardizing business processes, IT Services 
and application services enabling businesses to intelligently buy at the right 
price. Allows a wide range of businesses access to services previously only 
available to large corporations. 

 
14. Risk management: An approach to risk management for some types of risks 

is to partner with an outsourced partner who is better able to provide the 
mitigation. 

 
15. Venture capital: Some countries match government funds venture capital 

with private venture capital for startups that start businesses in their 
country Experiences in many locations and countries, including those 
developed ones, prove significant role the venture capital can play in 
creating various local outsourcing firms to boost economic condition of the 
related country.   

 
16. Tax benefit: Countries offer tax incentives to move manufacturing 

operations to counter high corporate taxes within another country. 
 

The Outsourcing can best be viewed as a cycle, beginning with the decision making 
process, followed by managing the contract, then evaluating the results, and, finally, re-
examining the outsourcing contract, at which point we have to renew the contract or 
select again from available alternatives. But to take the initial step, deciding, companies 
will need to be aware of all the options, current and emerging in the outsourcing sector.  
 
In a simple way, the outsourcing is transferring a part of organization works into external 
parties, or purchasing services from external parties that undertake a certain portion of 
works the organization should perform in order to produce goods / services to sell to 
their customers. Actually, the idea and concept of outsourcing has flourished years ago, 
at that time organizations were looking for external groups to relieve their internal 
resource constraints, and help in performing works that could not be finished by the 
organizations internally.  
 
Labour Outsourcing 
Outsourcing can take many forms. One of them is labour outsourcing. Many 
organizations have benefited from labour outsourcing by focusing on their strategic core 
competencies (Manning, et.al, 2008), for example: 
 

1. To avoid the high investment costs required for setting up and managing 
manufacturing activities, Nike Inc., a well-known shoe producer, has its shoe 
products fully made in an outsourcing manner by their partnered organization 
outside of USA. In a hyper-competitive business environment, Nike considers 
outsourcing a procedure to hire the best manufacturer in the world to perform 
routine manufacturing business functions so that it can focus their 
organizational resources on key activities of certain chain values, such as R&D on 
shoe technology, branding and marketing activities.  

2. To share risk. A popular paper manufacturer in Surabaya that employs 
thousands of employees transfers employee transport management into an 
external organization. In this way, the company has no risk with damaged 
vehicle, traffic accident, automotive spare parts, technicians, and so on.   
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3. To get the best and the cheapest. Organizations with no expertise in recruiting 
employees outsource their recruitment process to HR organizations specializing 
in talent identification, development and recruitment. In this way, the 
outsourcing organizations will benefit from recruiting the best employees due to 
the external partner having powerful database and experience in the issue.  In 
addition, the outsourcing organization can benefit from the process for 
eliminating the need to pay for special staff to deal with recruitment.  

4. To focus on core competencies. Organizations will succeed if they base their 
activities on creativity, innovation, knowledge, and expertise. Real potency of 
organizations is expressed in their “core competencies”. Maintaining and 
developing core competency are challenges that organizations need to 
overcome for them to survive in competition. Core competency is a combination 
of business specialization and human skills that gives expression to certain 
character to organization. It comprises such resources as motivation, employee 
efforts, technology and professional expertise that provide organization with 
strategic power. 

 
These benefits make labour outsourcing industry grows rapidly in many parts of the 
world, including in emerging markets such as Indonesia, India, China and Asia Pacific 
countries. 
 

Labour Outsourcing in Indonesia  
National Statistics Board of Indonesiasaid that there were 105.8 million workforces in 
Indonesia in 2005. The large proportion of manpower worked in agriculture, forestry 
and fishing and their labour participation held fairly stable for the recent five years, at 
about 44%. The quality of expertise offered to companies differs greatly with geography. 
Out of Java and other many main cities, the workforce comprises mainly of low- and 
semi-skilled workers in low value manufacturing activities. There is a lack of information-
technology employees and a deficiency of managers who possessed specific skill 
competencies. Consequently, firms highly depend on expensive international 
employees, thus skyrocketing standard labour expenses in Indonesia. Female 
participation in the workforce is extraordinary low. It was reported at 46.3% in 2003. 
This illustrates a great potency of Indonesia a place for multinationals to outsource their 
business projects. 
 
Indonesian Parliament issued Law 13/2003, the recent Manpower Law, in March 2003. 
The regulation empowers the bargaining power of employees and imposes minimum 
acceptable parameters for working conditions and establishes more transparent 
regulations for severance and compensation prices (Kantor PerburuhanInternasional, 
2004).  
 
Indonesia is one of the countries that have the lowest standard basic salary in Asia 
though the gap is gradually reducing when compared with its neighboring nations. 
Manpower Law 13/2003 supported a 40-hour business week with a maximum of eight 
hours workday. After working 4 hours, there must be a rest of at least 30 minutes. The 
law allows shift work. The law also provides a framework to for firms to make firing 
employees extremely difficult. According to Manpower Law 13/2003, severance 
disbursement comprises 1-9 times the worker’s last monthly wage (Business Monitor 
International, 2006). 
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Basically all the regulation of the outsourcing and protection of the outsourced labour 
and all the system about the outsourcing process have already written in Indonesia Act 
No.13 / 2003 and managed by Indonesia Ministry of Manpower, but the situation in the 
real life is that the Indonesia government is more concerned about the investors rights 
and thus ignoring the labour rights. The government must realize that the companies 
and labour are two major components of the market economic system that must work 
together, and the government plays an important intermediary role to mediate the 
differences between labour unions and employers. 
 
Many multinational companies (MNC) can benefit from outsourcing their human 
resources to local companies in Indonesia that can interpret the Labour Law effectively 
and negotiate with the local governments to mediate differences among the unions and 
thus continue to enjoy the low labour costs of the Indonesian market, and in such 
instance, MNCs can derive the benefits, for example: 

1. MNCs can intensify focus on their core business. 
2. MNCs can get financial advantage from worker payments through a 

management outsourcing. 
3. Existence of continuous supervision by Indonesian company may reduce their 

HRD workloads, including giving punishment to employees. 
4. MNCs can realize performance in an optimal manner because of training, 

supervision and control affairs are made by both parties.  
5. Easiness in making available potential workers from various qualifications as 

needed.   
6. MNCs can minimize risks and anticipate as well numerous problems occurring to 

employment affairs such as: strikes, destructing, and any other activities related 
to performance and indiscipline for the responsibility of employment is 
automatically transferred into Indonesian company.  

7. MNCs are widely authorized to make valuation and selection or apply for 
employee replacements if necessary.   

8. MNCs are free from legal requirements with respect to their employment issues.   
 
Outsourcing in India 
Information technology, call centers, chip engineering, financial examination, and even 
pharmacology outsourcing have been extensively studied in India given the fact today 
India is one of the largest country in the provision of service and business process 
outsourcing. In 2008, McKinsey estimates that these sectors will rise to become an 
important export-driven sector worth $57 billion annually, involving 4 million persons 
and making 7% of the India’s GDP. The primary rationales for this are: small wage 
expenditure, a well-educated manpower and the expanded use of English. Furthermore, 
it is supported by democratic state administration with legal procedure which 
encourages the business climate, Western accounting standards and the benefit as the 
largest manpower population of the world (over 50% of its population is 25 years of age 
or low). 
 
India is one of the most attractive locations for many international firms to outsource 
their business activities. Mitra (2007) identified that the country as a great place with 
expansive pool of talented workers with global standards highly sought by international 
companies and suggested a couple of rationales that exalt India’s position for 
outsourcing at such global level. 
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a. Rich Talent Pool 
1) A country inhabited by people with great computer abilities and English-

speaking skills—among the most promising in the world. It can be correlated 
with the significance of education in Indian people.  

2) Over 2 million undergraduate alumni, as well as over twenty percent 
engineers, every year. 

3) Over 0.3 million postgraduate alumni yearly. 
 

b. Lower Attrition Rates 
A large number of unemployed people in India reduces employment attrition ratio 
to as low as 1:7 compared with the industry nations as it is very competitive to 
secure a job in India. For international firms looking to reduce overhead cost, India 
becomes an attractive location due to its low attrition rate and low cost labour 
structure, and these attract the private sector into outsourcing their business jobs 
into the country. Expense of non-technical workers in an industry economy, which 
is about $2500 to $3000, could be minimized as low as only ten percent of the 
overall labour cost to about $200 to $300, in India. As the resultence, outsourcing in 
India takes flight as it enjoys tremendous cost efficiency.  

 
c. Technological Competency 

Previously, the technology discrepancy has been recognized as a gap in the 
Indian industry but the gap has narrowed rapidly over recent years as India 
opened up its market to foreign players that brought along with their technical 
know-how and technologies.   Today, India’s technology infrastructure and 
services in many costal and industrial cities are of reasonable standards to global 
norms. For this witnessed many international global banking and insurance 
industry player to outsource their CRM, human resources and software building 
to Indian companies. All those higher technological growth to the advancement 
of information technology and telecommunication industries in India. 
Technological expansion has seen rapid growths in recent decade generally 
because of the privatization of the market as accorded to WTO and the decreasing 
governmental interference in the economic activity of Indian market. This cutting-
edge technology has empowered India to increase the quality of service at a fairly 
minimized expense. 
 

d. Geographical Benefit 
The benefit of 12-hour time difference to the US gives an excellent chance for 
organizations in US market to offer continuous service to their clients, and 
fulfilling deadliness after office hours. The service extension through 
outsourcing in India market ensures companies in US to enjoy a competitive 
advantage over their rivalry by upping the ante of service quality.  

 
e. Economical Advantage 

From international firms that adopt BPO, large conglomerates in India such as 
Tata, Reliance, the Bharti group and the Hero group, also use BPO to support their 
group activities, and these organizations has showcase and prove the efficient 
usage of BPO to streamline process, and enjoy higher value of productivity. With 
the large conglomerates showing the economic results of BPO other small 
corporate such as Customer@asset.com and www.24/7customer.com also join 

mailto:Customer@asset.com
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the fray of the BPO industry and this results a competitive landscape and 
dynamism in the outsourcing industry.   
 

Outsourcing in China  
China is the most populated country in the world. In addition to low cost consideration 
attracting many multinationals to build their factories there, Chinese are well known as 
tough and persevering people. These benefits make China can be a good place for 
outsourcing. The Government of China has embarked logistics as a tactical sector and 
expanded greatly in increasing facilities like domestic multi modal transport systems and 
large scale of state-of-the-art logistics and distribution centers to support manufacturing 
activities and manufacturing investments in the country (Lau and Zhang, 2006).  
 
The entry of China into World Trade Organization has created accessibility to the local 
transport and logistics industries from direct international involvement (Lau and Zhang, 
2006).  As a result, higher competition between Chinese and international logistics 
players China is likely to intensify private sector involvement in the logistics 
infrastructure development that is important to support a growing manufacturing base 
(Lau and Zhang, 2006). The shift towards greater market participation transformed the 
China market from total dominancy of the state firms to co-existence of private players 
and joint-venture formats between state and private investors (Lau and Zhang, 2006).  
 
The market competition and the increasing sophistication of logistics function have 
driven more organizations to explore the prospect of outsourcing in China as producers 
are relying logistics companies to distribute their products to the fast-growing consumer 
marketplaces.In terms of labour outsourcing, China is characterized by its huge 
manufacturing base that international companies are inclined to outsource its lower-
value manufacturing and assembly activities. China was trailing behind India in the 
outsourcing industry, especially when China had too many hurdles to overcome in terms 
of central-provincial governmental policy inconsistency, international business language 
barriers, lack of transparency judiciary system, cultural factors and many others. In this 
regard, Lau and Zhang (2006) suggested that China outsourcing industry is primary 
driven by low labour cost across its manufacturing activity. 

 
a. Low Labour Costs as Pull Factor 

The most interesting advantage of China as an outsourcing location is the low 
labour cost structure. As suggested by Bryan Huang, the president of 
BearingPoint Great China said that an engineer pricing $4,000 per month in the 
US would price just $500 in Shanghai. For other industrial cities, the salary rank 
of an engineer in some areas such as Xian or Dalian is next to US$250 monthly.  

 

b. Intellectual Property Concerns 
China has taken a large step since participating in the World Trading 
Organization in 2001.  At present China’s laws has amended to satisfy or go 
beyond the norms made by primary international IP agreements, and the new 
changes have decreased the upper limit for applying proceedings against a IP 
lawbreaker, such as providing a deterministic framework and supporting legal 
recourse for IP protection right, and, most providing education and awareness 
as an aid to prevent potential IP lawbreakers. This has encouraged global 
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companies to increase their confidence level in outsourcing their manufacturing 
and product development activities into China. 

 

c. Supportive Government and Policy 
Apart from cleaning their acts on IP protection, the China government also 
supports the software sector. China software export rose to $5 billion in 2005 
due to supportive governmental policy in protecting the IP rights of software 
developers. The country aims to build local core competencies in its software 
industry targeting of achieving more than $602 million in sales revenues. For this 
purpose, China is building many software parks as firm incubators. Other 
supportive government initiatives includes:  1) tax incentive-zero duty on 
taxable articles concerning IT goods, 2) focusing on IP rights education and 
empowering IP regulations, 3) finance reimbursement for CMM certification, 
and special income tax handlers for recently founded software firms. In the 
future, firms will not taxable on their disbursable income for the first two years 
of their business operation, and benefit extends to include tax discount of fifty 
percent on normal tax rates for the following three years. 

 
Outsourcing in Asia Pacific Countries  
Apart from India and China, Asia Pacific countries today have become an ideal substitute 
location of outsourcing activities for most multinational corporations. Davison (1999) 
suggested that obtaining access to unique skill and stressing on the primary capabilities 
as the primary driver for firm to outsource in Asia Pacific.  He illustrated that Australia as 
his case study and concluded the country’s outsourcing activities was limited to a few 
huge firms, but with important government schemes local outsourcing sector started to 
grow, primarily in the higher value chain that includes information, communication, 
technology, media and creative industries. He added that as the region lacks in top-level 
vendor offerings in higher value chain, such offerings become a logical approach to 
develop the outsourcing industry in Australia (Grant, 1997). 
 
In addition, Beaman & Eastman (2003) highlighted that Asia / Pacific outsourcing sector 
tended to concentrate on human resources activities and roles:  
 

a. Recruitment 
The largest portion of Asia or Pacific outsourcing sector comes from recruitment. 
Since recruitment is hardly a client’s principle capability, it is meaningful to 
outsource this functional role to a provider that has expertise in managing the 
lifecycle of manpower. Providers of recruitment outsourcing utilize automate 
and streamline procedures, various sourcing media, websites and software 
“spiders” of their own that scrutinize thousands of work locations and looking 
for hundreds of thousands of biography as simple as within a mouse clicking.   
 
Corresponding to curriculum vitae with firm’s parameters in view of expertise 
and practice is simple because outsourcing companies have the skills and 
expertise to filter and match candidates to specific job roles. By using an 
outsourced recruitment process, the client able to harness the vast network of 
recruitment providers and skills to fasten recruitment process, achieve higher 
productivity, decrease worker turnover, and thus allowing the firms to focus on 
achieving greater volume of sales, and higher satisfaction of customer. 
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b. Training 

Training and development is another area of outsourcing provided in Asia / 
Pacific region. Known as a back office function that serve internal customers 
(employees), outsourced training providers can offer online computer-based 
training (CBT) and, in a number of conditions as decided by firms’ training 
requirements, and at many instance online tutors are made available over the 
Internet to meet the firms’ training and development requirements. An IDC 
study studied this new unexplored outsourced learning marketplace, and found 
that the e-learning has drawn a large number of novel competitors with 
numerous dissimilar competencies that could match with the diverse needs of 
organizations. International Data Corporation forecasted that a great number of 
large firms will change their purchasing models from distinct outsourcing of 
individual learning and development procedures to a more complete BPO 
comprising of various components of human resources (Brennan and Danilenko, 
2003). 

 
c. Payroll 

The outsourcing of compensation system has become prevalent in the area of 
Asia/Pacific for the recent ten years. Prior to that situation, a number of firms 
purchase the compensation system as part of the ERP package to be rolled out. 
However, this ERP method still makes a firm exposed to problems in regard to 
government obedience, especially when the responsibility is under the control 
of a small in-house group, who are frequently incapable of understanding the 
complexity and difficulty of taxation rules. 
 
A general issue often as a result of in-house payroll team (either intentionally or 
unintentionally) pertaining to the uses of a number of separate regulations, 
policies and contracts for several worker segments. For instance, one firm in 
Hong Kong was overcompensating overtime charge to the range of one million 
HKD annually as a result of various employment contracts.  
 
Albeit the expenditure to outsource may surpass the expenditure of employees 
managed by in-house team, the minimal time required and correctness of 
contract coverage lead many global corporate to prefer an outsource vendor 
over in-house team to manage their payroll.  For instance, Asian nations ’labour 
regulations (not including Australia as well as New Zealand) do not offer 
accumulative coverage for leave entitlements but this is a significant necessity 
for GAAP reporting in US. In order to make sure correct reporting is made to the 
government, shareholders and the corporate executive board, firms that adhere 
to GAAP reporting are amongst the firsts to outsource compensation system.   

 
d. Legislation 

There is an emerging concern by companies that compliance cannot be assured 
if the procedure is maintained internally — as well as, as a matter of fact, the 
firm probably is at risk of non-compliance especially when it does not use 
experienced and knowledgeable specialists. Internal resources are usually not as 
experienced as external specialists, and often face some difficulties in wading 
through numerous tax alternatives and managing legal problems.   
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For instance, multinational corporate often have to face with diverse taxation regimes 
across their country operations, and in this regard, selective procedure is sometimes 
adopted by in-house team to reflect the operational reality but this may place the 
organization into non-compliance risk. 

 
Conclusion 
Organizations nowadays is trying to continuously transform their business in order to 
maintain or increase their competitive advantages. In a hyper-competitive climate, 
organizations have to consistently increase their level of efficiency. They have been 
trying to get such efficiency, for example, by implementing network organization, 
strategic business alliances, reengineering, benchmarking, and outsourcing.Outsourcing 
is a cooperative model between organization and vendors in deriving competitive 
advantages through the redeploying and efficient utilization of resources in the areas of 
human resources, research, technology, business processes, and etc. 
 
Outsourcing can take many forms. One of them is labour outsourcing. Many 
organizations have benefited from labour outsourcing by focusing on their core 
competenciesstrategic, for example: 1) laboureconomic/financial condition,2) labour 
market,3) educational level, 4) skill, 5) and labour laws.These benefits make labour 
outsourcing industry grows rapidly in many parts of the world, including in emerging 
markets such as Indonesia, India, China and Asia Pacific countries. 
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Abstract 

The rise of fuel price and the decrease of Rupiah exchange rate did not give significant 
decrease in purchase power and company performance. Therefore, it is reasonable if 
the investors appreciated positively on manufacturing share especially on consumer 
goods. The objective of this paper is to know the influence of Profit ratio, Solvency Ratio, 
and Economic Value Added toward the Stock Price of the Consumer Goods Industrial 
Company Listed in Indonesia Stock Exchange in Period of 2009-2012. This research used 
quantitative approach and statistic data analysis. The samples of this research are 23 
consumer goods companies. The data analysis conducted multivariate analysis which 
was done through binary logistic regression. The result of this research showed that net 
profit margin, return on assets, return on equity, earning per share, dept to total assets, 
debt to equity did not influence the stock price, whereas economic value added 
influenced the stock price negatively. 

Keywords: Profit Ratio, Solvency Ratio, Economic Value Added, Stock Price 

Introduction 

Global economic development era demands everyone to maintain their assets and 
income. Investment is one of the ways in maintaining the assets. According to Darmadji 
and Fakhruddin (2011), investment can be defined as a commitment to invest money to 
one or some investment objects in hope that can get profit in the future. Investment can 
also be defined as the action of investing money for profit in the future. Investment can 
be done in two forms that are real assets investment, and financial asset investment. 
Real investment asset includes concrete assets such as land, factory, or machines, 
whereas financial assets investment includes precious certificates for examples share 
and obligation.  

Nowadays, financial investment is preferable by the investors and public investor than 
real asset investment. One of the means to do financial investment is through capital 
market. Capital market facilitates any kind of trading activities and others activities 
related to financial assets. Capital market provides chances for those who have surplus 
funds to invest in precious certificate and also helps those who need to get the funds. 
The instruments that are used in capital market are precious certificate such as share, 
obligation, warrants, right, mutual funds, and other financial instruments. 

Share is one of financial instruments that claim a person’s ownership toward a 
ccompany. Share investment is an investment that is preferred by the investor 
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nowadays. However, in investing share in capital market, an investor has to have enough 
analysis skill to interpret the situation and condition that can influence the investment 
both internally or externally. It is because share is a risky assets or return rate in the 
future is still in uncertainty. The uncertainty makes the return rate and risks become one 
of the considerations in share investment management. Commonly, investors do not like 
risks, therefore investors have to consider the risks that will probably faced before do 
the investment, for example by analyzing and predicting the stock price movements.  

According to PSAK 53 share-based payment according to IFRS (Revise 2011), the 
valuation of stock can be done by using commonly accepted valuation technique or 
method. One of the methods is by using fundamental analysis. Some factors that 
influence stock price are the ability of a company to produce profit, the ability of a 
company to repay its debt both short-term debt and long-term debt, and the company’s 
ability to improve the value of the company itself. 

The stock price movement of PT Indofood Sukses Makmur Tbk (INDF) at the end of 2011 
increases 25.13% by the stock price Rp.6.100 compared to 2010 only for Rp.4.875.  This 
is caused by the increase of income from 2.95 trillion in 2010 to 5.02 trillion at the end 
of 2011. The same thing happened in the shares of PT Unilever Indonesia Tbk (UNVR) 
where the increase in profits from 3.39 trillion to 4.16 trillion at the end of 2011 turned 
out to increase its stock price, although only slightly increased from Rp 16,500 to Rp 
16,550. From this information it is clear that the gains or profits is an important factor 
for determining the share price (Widoatmodjo, 2012: 270). Therefore, the ratio of profit 
or profitability is a measurement of the ratio of a company's ability to generate profits 
which can be used to help investors in predicting expected return to be received by 
investors. 

The company's ability to produce profit higher year by year is not the only thing 
that attracts investor to invest in a company. Investors expect a value added 
achievement from the company. This value added is known as Economic Value 
Added (EVA). EVA is different from other financial ratio because EVA considers 
the cost of the capital in company investment. The cost of the capital figures the 
risk of investment. 

This research is the replication of research conducted by Suryanti (2012) which used two 
main factors that influence stock price that were profitability ratio and solvency ratio an
d also added economic value added as the variable. 

 
The previous researches that were conducted toward stock price showed vary results. A 
research conducted by Ginta (2010) and Agrihotlita (2011) proved that return on equity (
ROE) partially and simultaneously influenced the stock price. Mayprizal (2011) showed t
hat EPS (earning per share) and DAR (Debt to total assets) influenced the stock price bot
h partially and simultaneously. A research that was conducted by Shidiq (2012) proved t
hat EVA (Economic Value Added) gave influence positively and significantly toward the st
ock price, whereas Andri (2011) showed that EVA did not have influence toward stock pr
ice partially. 

 
In this research, the samples are consumer goods industry sector that is listed in Indones
ian Stock Exchange (Bursa Efek Indonesia /BEI) period 2009-2012. This sector was chose
n because considered as having good prospect that tend to interest the investor. One of 
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the reasons is that this sector is considered as to be able to survive the global crisis; espe
cially the food and beverage industry for consumer goods is a primary need and still nee
ded under any circumstances. In addition, the characteristics of Indonesian society that i
s consumptive can maintain this sector. This paper discusses the problems whether profi
t ratio (net profit margin, return on assets, return on equity and earnings per share) signi
ficantly affect the company's stock price of consumer goods industries listed in the Indo
nesia Stock Exchange, whether the solvency ratio (debt to total assets and debt to equity 
ratio) significantly affect the company's stock price of the consumer goods industry liste
d on the Indonesian Stock Exchange, whether economic value added (EVA) significantly 
affect the company's stock price of the consumer goods industry listed in Indonesia Stoc
k Exchange for the period of 2009-2012. 

 
Literature Review 
According to the capital market law No. 8 of 1995, the capital market is concerned with 
the activities of the public offering and securities trading, public companies relating to 
securities issuance, as well as institutions and professions related to the trading. 
Darmadji and Fakhruddin (2011: 87) defines the capital market as a market that 
facilitates trading long-term securities, either in the form of debt (bonds), and equity 
(stock). In general, the stock market is a meeting place or means between demand and 
supply of long-term financial instruments, generally more than one year. Capital market 
participants are institutions involved in the implementation of the capital market. 
Institutions that become actors and each its functions in the capital market are as 
follows (Raharjaputra, 2009: 29-31) the issuer, investors, supporting institutions. 

According Jumingan (2006: 2), the financial report is basically the result of the 
accounting process that can be used as a tool for communicating with interested parties 
about the financial condition and results of operations. 

The faster the issuer publishes periodic financial statements, either after audited by 
Public Accountant (audited financial statements) or have not been audited yet 
(unaudited financial statements), the more useful for investors. Investors use the 
financial information for their investment decisions regarding return and risk of the 
investment itself. According to IFRS, the financial statements of components consist of: 
Statements of Financial Position (Balance Sheet), Comprehensive Income Statement, 
Statement of Changes in Equity (Statements Of Changes in Shareholders' Equity), Cash 
Flow Statement, Notes financial statements (Notes To Financial Statement), statements 
of financial position at the beginning of the comparative period According to IAS 1, this 
report is presented when an entity applies an accounting policy retrospectively or makes 
restatement of financial statement items, or when the entity reclassifies items in its 
financial statements. Entities are allowed to use the title of the report other than those 
used in this statement. 

Profitability shows the company's ability to generate profit or gain. According to Halim 
(2009), and Ginta (2010), there are some commonly used profitability ratios as follows: 
Net Profit Margin, Return on Total Assets, Return on Equity, Earnings Per Share. 
Solvency is demonstrating the company's ability to meet its financial obligations if the 
company is liquidated, either short-term financial and long-term liabilities (Raharjaputra, 
2009). The solvency ratio that commonly used are as follows: Debt to Total Assets (DAR), 
Debt to Equity Ratio. 
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Economic value added (EVA) is a new approach in measuring performance which has 
been developed in the United States around the 1990s. EVA was first introduced by 
Stewart and Stern, namely the financial analyst of the Stern-Stewart Consulting Firm in 
New York who state that EVA as a tool to measure the profitability of the company's 
operating performance significantly, therefore, since then, more than 300 large 
companies in the world adopting the concept of EVA. 

Economic value added (EVA) is an analysis approach to measure economic profit in 
which the prosperity of the shareholders can only be created if the company can cover 
all operating costs and capital costs (Trisnawati, 2009: 69). Economic Value Added (EVA) 
is the amount of money, not the ratio. EVA can be obtained by subtracting the burden of 
capital (capital charge) from net operating income (Anthony and Govindarajan, 2005). 

EVA measures the value created by a company that is different from the traditional 
accounting measurement. EVA takes into account the cost of capital of the investment 
made. With the inclusion of capital cost, EVA indicates how far the company has created 
value for the owners of capital. Birgham and Houston (2009: 69) describes that the EVA 
provides a good measure about to which the extent the company has provided 
additional value for the shareholders . Therefore, EVA is very useful for the assessment 
of the performance of companies in which the focus of performance assessment is on 
the value creation. 

Performance assessment by using EVA approach led to the attention of management in 
accordance with the interests of shareholders. Though EVA, the manager will think and 
act just like the shareholders, that is choosing investments that maximize returns and 
minimize capital cost level so that the value of the company can be maximum. EVA has 
advantages such as (Shidiq, 2012: 33): EVA focuses on adding value assessment by 
calculating costs as a consequence of capital investment, EVA can be used 
independently without the need for comparable data such as other industry or 
companies standards as the concept of assessment by using ratio analysis. In practice 
this comparative data are often not available. According to Stern Stewart and Co cited in 
Shidiq (2012: 35), EVA assessment can be stated as follows: if EVA> 0, means that the 
positive value of EVA which indicates there has been a process of adding value to the 
company, if the EVA = 0 indicates a breakeven position or Break Event Point, if EVA <0 , 
which means a negative EVA showed that there is no added value process occurs. 

Stock price that occurs in the capital market always fluctuates time by time. Price stock 
fluctuations will be determined by the forces of supply and request. If the supply 
amount is greater than the number of requests, in general rate the stock price will go 
down. Conversely, if the number of requests is greater than the supply amount, effect 
that stock prices tend to rise (Mayprizal, 2012). 

The factors that affect stock price fluctuations can be derived from the internal and 
external of the company. Internal factors such as the ability of company to repay its debt  
both short-term and long-term debt, the company's ability to generate profits, dividend 
announcements, industry conditions in which the company is located, as well as stock 
market conditions. While external factors consist of the deposit interest rate 
movements, changes in foreign exchange rates, government policies, and other issues 
that developed in the market. According to Houston and Brigham (2009), stock prices 
are influenced three (3) main factors, namely: 1) all financial assets, including shares of 
the company, valued only the extent to which these assets can generate cash flow, 2) 
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when the cash flow occurs also means that faster the money received is better, because 
it can be invested to generate additional income, 3) the investors usually do not like risk, 
so that if all things are equal, they would pay more for a stock that cash flow relatively 
definite than for the stock that the cash flow is relatively more risky. To facilitate the 
reader understand this study, the authors provide an overview of what will be 
elaborated in this research. For more details, the framework can be made as follows. 

                      Profit Ratio 

   

 

H1 (+)  

     H2 (+) 

     H3 (+) 

H4 (+) 

                 

               Solvency Ratio                H5 (-)     

     H6 (-) 

     H7 (+) 

 

 

 

 

Figure 1. Framework 

          According to the framework of the research, then made the hypotheses as follows: 

- The influence of Net profit Margin to the Stock Price 
Net profit margin is a profitability ratio that measures the value of the rupiah 
net profit per sale. The higher the NPM means that more efficient the 
company is in removing expenses related to operations (Nurmalasari, 2009). 
The more efficient performance of the company, the profits generated are 
also increasing. By the information about the increase of income, it will 
increase the confidence of investors to invest in the company. Increasing 
number of investors who buy stocks, then the stock price will increase.  
H1: Net Profit Margin affects on stock prices. 

- The influence of Return on Assets to Stock Price  
Return on assets is a profitability ratio that measures the level of return on 
investment that has been done by the company by using all its assets. The 
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higher the ROA the higher profits generates by the the company because the 
more effective performance of the company in utilizing assets to generate 
net profit of the company. The higher profits generate by the company will 
make the investors interested in the value of shares (Andrew, 2011). With a 
rate of return or an interesting return, it will attract investors to buy shares 
which will affect the company's stock price.  
H2: Return on Assets affects on stock prices. 
 

- The Influence of Return on Equity to Stock Price  
     Return on equity is a profitability ratio that measures a company's ability to 

generate profits based on certain share capital. Return on Equity is an 
appropriate indicator to measure business success in enriching their 
shareholders. The higher the ROE indicates more efficiently the company 
uses its own capital to generate profit or net income. In a study conducted 
Ginta (2010), the variable return on equity (ROE) has a positive and 
significant impact on stock prices. Therefore, the high ROE has a tendency to 
increase the stock price.  

     H3: Return on equity affects on stock prices. 
 
- The Effect of Earning per Share toward Stock Price  

Earning per Share illustrate the company's net profit earned by each share. 
The higher the value of EPS of course leads to greater profits and the 
possibility of increasing the amount of dividends received by shareholders. 
According to Diamond (2009) in Suryanti (2012), earnings per share is one of 
the main things to be considered by investors because investors expect a rate 
of return or a high return, so companies will be more interested to invest in 
companies that have a high EPS. The high EPS ratio will cause the company's 
stock price tends to rise.  
H4: Earning Per Share affects on stock prices. 
 

- The Effect of Debt to Total Assets toward the Stock Price 
Debt to total assets is the solvency ratio that measures the company's ability 
to meet the total debt of the total assets of the company. With a high ratio it 
is worried the company will unable to cover its debt because of too much 
amount of debt used to fund its operations. This shows the magnitude of the 
possible risks faced by investors and shareholders. In general, investors 
prefer the low Debt to total assets to the high due to the high ratio of DAR 
which can lead to a substantial risk that can bring down the price of the 
stock. 
H5: Debt to Total Assets effects on stock prices. 
 

- The Effect of Debt to Equity towards Share Price 
Debt to equity is a solvency ratio that measures the extent to which the debt 
can be covered by the company's equity. The higher the debt burden will 
reduce the company's ability to distribute dividends to shareholders so that 
investors are becoming less interested in buying stocks that can cause a drop 
in the stock price of a company. 
H6: Debt to Equity affects on stock prices. 
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- The Effect of Economic Value Added toward Share Price 
Economic Value Added (EVA) is an indicator of the value creation of an 
investment. EVA measures the added value produced by a company by 
reducing the cost of capital arising from the investment made. According to 
Rossy (2009), the company is said to have succeed in creating added value for 
the owners of capital, if the Economic Value Added (EVA) is positive, because 
the company is able to produce a rate of return that exceeds the rate of cost 
of capital and followed by rising stock prices. However, if the Economic Value 
Added (EVA) is negative, it indicates the value of the company decreased and 
followed by a decline in stock prices, because the rate of return is lower than 
the cost of capital. 
H7: Added Value Economical affect on stock prices 
 

Methodology 
This study used a quantitative approach. Quantitative approach is a research which the 
information and data were analyzed by using statistical techniques. Population in this 
research is the consumer goods industry companies listed on the Stock Exchange in a 
row from 2009 to 2012. The number of population and this study is 38 companies. The 
sampling method used is purposive sampling method. The sample criteria used are: 1) 
the consumer goods industry .The company listed on the Stock Exchange during the 
period 2009-2012, 2) .The consumer goods industry which has published the complete 
financial statements and have been audited in accordance with the necessary research 
period 2009- 2012, 3) The consumer goods industry company that use rupiah in financial 
statement presentation, 4) Consumer goods industry companies that produce profits 
consecutively from 2009 to 2012. Based on the criteria and selection process, the 
samples consist of 23 companies. Data collection method used was the  documentation 
methodis that was by collecting the data that is published in  Indonesia Stock Exchange 
in the form of annual reports, financial statements, and performance summary, journals, 
newspapers, articles and other literature related to the objects that was being 
investigated. Data analysis technique used was descriptive analysis and logistic 
regression analysis. Logistic regression model were used to test the hypothesis of the 
research is as follows: 

𝐿𝑛
𝑃(𝐻𝑆)

1 − 𝑃(𝐻𝑆)
= 0 + 1𝑁𝑃𝑀 + 2𝑅𝑂𝐴 + 3𝑅𝑂𝐸 + 4𝐸𝑃𝑆 − 5𝐷𝐴𝑅 − 6𝐷𝐸𝑅

+ 7𝐸𝑉𝐴 + 𝑒  

 Where,  HS= Harga saham (Stock price),  NPM = Net profit margin,  ROA = Return on 
assets, ROE = Return on equity, EPS = Earning per share, DAR= Debt to total assets, DER= 
Debt to equity ,EVA= Economic value added , Ln= Log of Odds , 0 = Konstanta, 1-
7= Koefisien Regresi , e= error 

Findings and Discussions  
This study used the consumer goods industry companies listed on the Stock Exchange as 
the samples. Based on sample criteria there are 23 companies that were sampled from 
38 companies in the year of observation. The data used in this study were drawn from 
the annual reports, financial statements, and performance summary. Here is a table of 
descriptive statistics for each variable:  
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Table 1. Descriptive Statistics 

 N Minimum Maximum Mean Std. Deviation 

npm1 92 -4.61 -1.39 -2.8054 .81976 
roa1 92 -1.24 3.73 2.0126 1.00618 

roe1 92 -.56 4.80 2.5603 .99775 

eps1 92 -.37 9.24 4.5436 2.00254 
dar1 92 -2.41 -.36 -1.0374 .48885 
der1 92 -2.30 .90 -.4876 .76078 
eva1 92 .00 1.00 .7283 .44729 
hs1 92 .00 1.00 .4239 .49688 
Valid N 
(listwise) 

92 
    

Source: Data analysed Result from by SPSS 20 

Based on Table 1 as follows: Average Share Price was 0.4239, a minimum value was 0, 
the maximum value was 1, and standard deviation was 0.49688 with the number of 
observations (n) were 92. The NPM average score was -2.8054 , a minimum amount of - 
4.61, the maximum value of -1.39, and a standard deviation of 0.81976 with the number 
of observations (n) of 92. The average ROA was 2.0126, the minimum value was -1.24, 
the maximum value was 3.73, and a standard deviation was 1.00618 with a number of 
observations (n ) of 92. Average ROE was 2.5603, a minimum value was -0.56, the 
maximum value was 4.80, and a standard deviation was 0.99775 with the number of 
observations (n) of 92. The average EPS was 4.5436, a minimum value was -0.37, value a 
maximum was 9:24, and a standard deviation was 2.00254 with the number of 
observations (n) of 92. The average score was -1.0374 DAR, the minimum value was -
2.41, the maximum value was -0.36, and a standard deviation was 0.48885 with the 
number of observations (n) of 92. On average DER was -0.4876, a minimum value was -
2.30, the maximum value was 0.90, and a standard deviation was 0.76078 with the 
number of observations (n) of 92. The average EVA at 0.7283, a minimum value was 0, 
the maximum value was 1, and standard deviation was 0.44729 with the number of 
observations (n) of 92. 

The data analysis in this study used multivariate statistics. Multivariate statistic used to 
test the significance influence of variable profitability ratio, solvency ratio and economic 
added value toward the stock price simultaneously or partially. Multivariate analysis was 
conducted by using binary logistic regression analysis (binary logistic regression). Logistic 
regression analysis in this study used enter method. Regression models will be 
processed using SPSS 20. The following were the measurements: 

- Assessing Overall Model (Overall Model Fit)  
Testing of overall model fit was used to assess the overall regression model where an 
overall assessment of the model is done by comparing values between -2 log likelihood 
(-2LL) at the beginning (Block number = 0), where the model including only constants 
with a value of -2 log likelihood (-2LL ) at the end (Block number = 1). If a decline in the 
numbers -2 log likelihood it shows the regression model is better.  
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Table .2 Overall Model Fit  

Block Number -2 Log Likehood 

0 125.400 
1 100.842 

Source: The Data Analysis Result from SPSS 20 
 
- Assess Feasibility of Regression Model  

The feasibility of regression models assessed by using the Hosmer and Lemeshow's 
Goodness of Fit Test. Hosmer and Lemeshow's Goodness of Fit Test to test that the 
empirical data fit the models (there is no difference between the models with the data 
so that the model can be said fit). The statistic value's of Hosmer and Lemeshow 
Goodness of Fit Test was 8783 by significance probability was  0361 which far exceed 
0:05. From these data, it can be concluded that the model is able to predict the value of 
observation or can be said to be acceptable as a model fits the data observations. The 
results of Hosmer and Lemeshow's Goodness of Fit Test can be seen below: 

Table. 3 Hosmer and Lemeshow Test 

Step Chi-square Df Sig. 

1 8.783 8 .361 

Source: The Data Analysis Result from SPSS 20 

- Coefficient of Determination  
The value of the determination coefficient in the logistic regression model indicated by 
the value Nagelkerke R Square. Value Nagelkerke R Square was  0.315 which means that 
the variability of the dependent variable that can be explained by the independent 
variable was 31.5%, while the remaining 68.5% was explained by other variables outside 
the model study. 

Table. 4 Model Summary 

Step -2 Log likelihood 
Cox & Snell R 

Square 
Nagelkerke R Square 

1 100.842a .234 .315 

Source: Data Analysis Result from SPSS 20 

            -Classification Table 
Classification table shows the predictive power of the regression model to predict the probability of the 
company's stock price. The predictive power of the regression model to predict the likelihood of 
occurrence of the dependent variable is stated in percent (%). Results of the classification table shown in 
Table .4. 

Table. 5 Classification Table 

 Observed Predicted 

 Hs Percentage Correct 

 
Undervalued Overvalue

d 

Step 1 

Hs 
Undervalued 37 16 69.8 
Overvalued 15 24 61.5 

Overall Percentage 
  

66.3 

Source: The data analysis result from SPSS 20 
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The display in Table 5, shows the predictive power of the regression model to predict 
the likelihood of rising stock prices (overvalued) and decrease (undervalued). The table 
showed that by using the regression model, 61.5% predicted that the share price will 
rise (overvalued). The predictive power of the regression model to predict the likelihood 
of the company's stock price to decrease (undervalued) amounted to 69.8%. 

Generated Logistic Regression Model and Hypothesis Testing 
Logistic regression model can be established by looking at the value of the parameter 
estimates in the Variables in the Equation. Regression models were created based on 
the estimated value of the parameters in the Variables in the equation is as follows: 

𝐿𝑛
𝐻𝑆

1 − 𝐻𝑆
=  2.065 − 0.204𝑁𝑃𝑀 − 43.236𝑅𝑂𝐴 + 43.063𝑅𝑂𝐸 − 0.022𝐸𝑃𝑆

+ 48.623𝐷𝐴𝑅 − 45.832𝐷𝐸𝑅 + 2.434𝐸𝑉𝐴 + 𝑒 

Parameter Estimation of the model and the level of significance can be seen in 
Table. 6 . 

Table. 6.  Variables in the Equation 

 B S.E. Wald df Sig. Exp(B) 

Step 1a 

npm1 -.204 .762 .072 1 .789 .815 

roa1 -43.236 23.328 3.435 1 .064 .000 

roe1 43.063 23.374 3.394 1 .065 5.037E+18 

eps1 -.022 .204 .012 1 .914 .978 

dar1 48.623 24.151 4.053 1 .044 1.309E+21 

der1 -45.832 23.691 3.743 1 .053 .000 

eva1 2.434 .782 9.683 1 .002 11.404 

Constant 2.065 4.795 .185 1 .667 7.884 

Sumber: Data Analysis Result from SPSS 20 
  

Testing the hypothesis in this study used partial test for each variable. Testing was done 
with a significance level (sig) of 0.05% or 5%. Based on Table.6, the results can be 
interpreted as follows:  
 
The first hypothesis (H1) studies suggest that the variable profitability proxied by net 
profit margin Standardized beta coefficient value was -0.204 which indicates that the 
variable net profit margin (NPM) negatively affect the share price. NPM variable 
significance value was 0.789 was greater than the 0.05 significance level (5%). Based on 
this result, it can be concluded that the net profit margin variable has no effect on stock 
prices.  
 
The second hypothesis (H2) of the studiy suggest that the variable profitability proxied 
by the return on assets has a beta Standardized Coefficient value of -43.236 indicates 
that the variable return on assets (ROA) negatively affects the share price. Significant 
value variable ROA was  0.064 was greater than the 0.05 significance level (5%). Based 
on this we can conclude that the variable return on assets has no effect on stock prices.  
 
The third hypothesis (H3) of this study suggests that the variable profitability proxied by 
Return on equity has a beta Standardized Coefficient value was 43.063  indicates that 
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the variable return on equity (ROE) positively affects the stock prices. Significant value of 
ROE was 0.065, it was greater than the 0.05 significance level (5%). Based on this we can 
conclude that the variable return on equity has no effect on stock prices. 
 
The fourth hypothesis (H4) of the study suggested that the profitability variable proxied 
by the earnings per share has a beta Standardized Coefficient value of -0.022  indicates 
that variable earning per share negatively affects the share price. The significant value of 
the variable EPS for 0.914 is greater than the 0.05 significance level (5%). Based on this it 
can be concluded that variable earning per share has no effect on stock prices.  
 

The fifth hypothesis (H5) of the study suggests that the solvency variables of the proxy  
with debt to total assets has a beta Standardized Coefficient value of 48.623 indicates 
that the variable debt to total assets has positive effect on stock price. DAR is a 
significant value of the variable for 0.044 is smaller than the 0.05 significance level (5%). 
Based on this we can conclude that the variable debt to total assets affect the stock 
prices. 

The sixth hypothesis (H6) of the study suggests that the solvency variable proxied by 
debt to equity with a beta Standardized Coefficient value of -45.832 indicates that the 
variable ratio of debt to equity negatively affected the share price. The significant value 
of the variable DER was 0.053 greater than the 0.05 significance level (5%). Based on this 
it can be concluded that the debt-to-equity variable has no effect on stock prices.  

The seventh hypothesis (H7) of this study suggested that the economic added value of 
the variable has a value of Standardized beta coefficient of 2.434 indicates that the 
variable economic value-added positively affected the stock prices. The significant value 
of the variable economic value added (EVA) is approximately 0.002 smaller than the 0.05 
significance level (5%). Based on this it can be concluded that the economic added value 
of a variable affected the stock prices. 

Logistic regression model simultaneously see Omnibus Tests of Coefficient Model. If the 
test Omnibus Tests of Model Coefficient showed significant results, the overall 
independent variables included in the model, or in other words there are no variables in 
the model issued. Ho: p value > α 0.05 Variable profit ratio (net profit margin, return on 
assets, return on equity and earnings per share), the solvency ratio (debt to total assets 
and debt to equity), and the economic value added (EVA) in together had no effect on 
stock prices. Ha: p value < α 0.05 Variable profit ratio (net profit margin, return on 
assets, return on equity and earnings per share), the solvency ratio (debt to total assets 
and debt to equity), and the economic value added (EVA) in together affects stock 
prices. Basis for a decision by the significant value of probability: If p value ≥ α (0.05) 
hence Ho accepted and Ha refused, if the p value ≤ α (0.05), then Ho is rejected and Ha 
accepted. Results Omnibus Tests of Model Coefficient (simultaneous testing) are shown 
in the following table: 

Table.7 Omnibus Tests of Model Coefficient 

 Chi-square Df Sig. 

Step 1 

Step 24.558 7 .001 

Block 24.558 7 .001 

Model 24.558 7 .001 

Source: The data analysis result from SPSS 20 
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From the results of logistic regression testing, from the table 6, it was known the value 
of chi square = 24.558 and the degree of freedom = 7. The independent variable (free) to 
the dependent variable (dependent) simultaneously indicates that the value of statistics 
Omnibus Tests of Model Coefficient of 24.558 with 0.001 significance probability is less 
than 0.05 means that the regression model significant affected on stock prices. This 
means that Ho is rejected and Ha accepted. From the analysis it can be concluded that 
the ratio of profit variable (NPM, ROA, ROE and EPS), the solvency ratio (DAR and DER) 
and economic value added (EVA) simultaneously affected the stock prices positively and 
significantly. 

The Influence of Net Profit Margin to Share Price  
Net profit margin is a profitability ratio that measures the amount of net income per 
value of sales rupiah. The higher net profit margin shows the company's ability to reduce 
costs in the company at a certain period. This means that the company has the ability to 
generate profits with a high percentage in operating income (sales) that attract investors 
to invest. However, the results showed that the net profit margin has no effect on stock 
prices as seen from the regression coefficient for -0.204 with significant value 0.789, 
where the value is not significant at the 0.05 significance level because greater than 
0.05. 

Results of the study were not significant between variable net profit margin (NPM) and 
share price because when the total net profit increase, directly the total sales also 
increase. by the increase of sales amount means that level of costs incurred to earn that 
income tends to go up as well (Nurmalasari, 2009). This is proved from the company's 
financial data showed that the increase in sales was accompanied by an increase in 
operational costs of the company. This means operational management failed because 
of being unable to suppress operational costs that cause the decrease in investor 
confidence to invest in the company. Declining investor confidence will lead to declining 
demand for the number of shares purchased will have an impact on the share price 
decline. The results are consistent with the results of research conducted by Ginta 
(2010) and Mayprizal (2011) which showed that the profit ratio of net profit margin 
proxy had no effect on stock prices. 

Influence of Return on Assets toward the Stock Market 
Return on assets is a profitability ratio that measures a company's ability to generate net 
income under a certain level of assets. The higher return on assets indicates  the more 
effective a company  in utilizing their assets. It can increase the attractiveness of 
investors because the more effective a company in utilizing its assets, the more effective 
the performance of the company so that the profits generated by company also 
increases. However, the results showed that the return on assets has no effect on stock 
prices as seen from a regression coefficient of  -43.236 with significant value 0.064, 
where the value was not significant at the 0.05 significance level because it is greater 
than 0.05. Results of the study were not significant between the variable return on 
assets and stock prices caused by fluctuations in the company's financial data. At the 
time of net income dropped and at the same time the total assets increased, the return 
on assets will decrease. The lower ROA, the smaller the level of profit achieved by the 
company. This indicates that the management company has not been able to use the 
existing total assets effectively. The less effective asset management can reduce the 
level of investment in the company. Reduced investment will have an impact on 
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decreasing the company's stock price. The results are consistent with the results of 
research conducted by Shidiq (2012) which showed no influence of return on assets to 
the stock price. However, these results are not in line with the results of research Andri 
(2011) which stated the influence of return on assets to the stock price. 

The Influence of Return on Equity to the Share Price  
Return on equity is a profitability ratio that measures the company's ability to generate 
profits based on certain share capital. The high return on equity tends to improve the 
company's stock book value that would boost the share price as well (Suryanti, 2012: 
124). However, the results showed that the return on equity has no effect on stock price 
as seen from the regression coefficient of 43.063 with significant value 0.065, where this 
value is not significant at the 0.05 significance level because it is greater than 0.05. 
Results of the study were not significant due to the fluctuations in the company's 
financial data consumer goods industry. At the time of net profit decreased and the 
capital of the company increased, the return on equity (ROE) will be dropped. This 
means that the capital of an existing company can not affect the stock price. With a high 
amount of capital resulted in a lot of funds were becoming less productive. The large 
amount of unused funds led the company less effective in managing the funds to 
produce the net profit of the company. As the result, investors became reluctant to 
invest due to low profit (profit rate) produced by the company. This will decrease the 
price of the stock price.The result of the research is not in line with the results Ginta 
(2010) and Agrihotlita (2011) which shows the influence of return on equity to the stock 
price. However, the results of this study are consistent with the results of research 
conducted by Shidiq (2012) which showed no influence of return on equity to the stock 
price. 

Influence Earning Per Share to the Share Price 
Earning per share is the ratio for analyzing the company's ability to generate profits 
based on shares of the company. The higher earnings per share, the greater the profit 
distributed to investors and shareholders in the form of dividends. The greater the 
dividend, investors become more interested to invest in the form of shares in the 
company. However, the results showed that the earning per share has no effect on stock 
price as seen from the regression coefficient for  -0.022 with significant value 0.914, 
where the value is not significant at the 0.05 significance level because it is greater than 
0.05. The research results had no effect to share price the data caused by fluctuations in 
earnings per share data. Uneven net profit of enterprises consumer goods industry is 
one of the main factors that lead to uneven of the distribution of dividends. It resulted in 
wide distribution also occurs in the data earnings per share. The lower the company's 
ability to distribute earnings (profits) to the shareholders, the smaller the business 
success of the company so that shareholders and investors become less interested to 
invest. Therefore, the variable earning per share is not influential in predicting price 
stock.The result of this study is not in line with the research results of Andri (2011) 
which showed the influence of earnings per share to the stock price. But this study is 
consistent with research conducted by Ginta (2009) which showed there was no effect 
between earnings per share and share price. 

The Influence of Debt to Total Assets to the Stock Price  
Debt to total assets is the solvency ratio that measures the company's ability to meet its 
obligations by using the assets of the company. The higher the debt to total assets 
means greater risk and interest costs to be paid by the company. This risk caused 
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investors become less interested in investing so that the stock price will decline. It 
suggests that the debt to total assets negatively affects the share price. However, the 
results showed that debt to total assets had no effect on stock price as seen from the 
regression coefficient of 48.623 with significant value 0.044, where the value is 
significant at the 0.05 significance level because it is smaller than 0.05. 

The significant research results was caused most of consumer goods industry company 
has the amount of debt that continuously increase from year to year. Based on financial 
data from 2009 to 2012, there was an increase in the debt which is accompanied by an 
increase in assets. However, in four consecutive years the company still made a profit. 
This indicates that the company has a debt increase from year to year to buy assets that 
generate high debt to total assets is not necessarily that the company is unable to repay 
its obligations. 

Although it has a great risk, if the company can manage the debt properly to increase its 
assets so that risk can be reduced. Therefore, the ratio of high DAR has not determined 
that the company is unable to pay its obligations. Effective management of loan funds 
will help the company improve performance that will attract investors to buy shares. 
Rising demand of the number of share will increase the stock price itself.The result of 
this study is not in line with research conducted by Mayprizal (2011) which showed 
there was no influence of variables debt to total assets (DAR) to the stock price. 

The Influence of Debt to Equity to Share Price  
Debt to equity is a solvency ratio that measures the ability of the company meet the 
total liabilities of the company's capital. The greater debt to total equity means that the 
greater the degree of dependence on external companies that caused investors to 
become less interested in investing because of the risk that the company may be unable 
to meet its obligations which would also be an impact on decreasing returns to be 
received by investors. This means that the debt to equity negatively affect the share 
price. However, the results showed that the debt to equity has no effect on stock prices 
as seen from a regression coefficient of -45 832 with significant value 0.053 , where the 
value is not significant at the 0.05 significance level because  greater than 0.05. 

This research result indicates that the increase in debt was accompanied by an increase 
in the company's capital that bring good effect for the company. This means that the 
company managements can effectively manage its working capital loan fund for running 
the company's operations. Effective capital management based on the loan (debt) will 
assist companies in improving company's profits. This will directly increase the returns 
to be received by shareholders that attract investors to invest in the company. A large 
number of shares purchased, it will increase the price stock. The result of this study is 
consistent with research result of Agrihotlita (2011) which indicates that solvency ratio 
proxied by the debt to equity had no effect on stock price. 

The Influence of Economic Value Added to Share Price 
Economic value added (EVA) measure the value created by the company for its 
shareholders. EVA positive value indicates that the company is optimally create added 
value for shareholders. While a negative EVA indicates that companies are still not 
sufficiently effective in maximizing the interests of shareholders. The results showed the 
influence negatively of the economic added value which is proved by a regression 
coefficient of 2.434 with a significance value of 0.002, which is a significant value at the 
0.05 significance level because it is smaller than 0.05.The significant research's result 
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means that the company has created value added (value added ) for shareholders. In 
this case, the company is said to be able to reduce operating costs and capital costs in 
investment so the company can create added value for shareholders. The existence of 
the added value creates by the company will attract investors to invest in the company 
so the number of shares demands will increase . Along with the increased demand for 
shares, the share price will also increase. Result of  this study are consistent with 
research conducted Shidiq (2012) which showed the influence of variable economic 
added value to the stock price. 

Statistical Value Of Omnibus Tests of Model Coefficients was 25.725 with a probability of 
significance at 0.001 is less than 0.05 indicates that the regression models significantly 
influence stock prices so that the results of the analysis can be concluded that the ratio 
of profit (NPM, ROA, ROE and EPS), the ratio solvency (DAR and DER), and the economic 
value added (EVA) simultaneously positive and significant affected to the stock price. 

Implications  
This study implicates that the management company should strive to improve the 
performance of the company so the company's profitability can be increased and it can 
also boost stock price and increase the company's ability to meet its obligations. In 
addition, the company also has to increase shareholders value creation because based 
on the results of the study showed the existence of the effect of economic added value 
to the stock price. For investors and prospective investors that invest particularly in the 
consumer goods industry can consider and assess the company's performance in terms 
of profitability, solvency and the added value provided by the company so investors 
become aware of which companies have a good performance and prospects business 
that can gives a great profit and has minimal risk for the investor. 
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Abstract : 

The aim of this article is to study in depth about how influence of emotional intelligence 
(EI), discipline and attitude to work on job satisfaction. This study considers emotional 
intelligence as a multidimensional  construct and compares the effects of these 
dimensions on job satisfaction and job performance. The author examines from various 
literature, from literature in the form of books and also from the results of research that 
has been conducted by researchers. Based on the results of the literature review 
concluded that there is the influence of emotional intelligence, discipline and attitude of 
work on job satisfaction. From the literature review,  the author propose the following 
hypotheses : a. emotional intelligence-emotional recognition  associates positively with 
internal job satisfaction, b. emotional intelligence-emotional  recognition  associates  
positively  with  external job satisfaction, c discipline associates positively with job 
satisfaction, d. attitude of work associates positively with job satisfaction. Therefore, 
the author suggest would be followed by research in the field as a follow-up action.  

Keywords : Emotional intelligence; discipline, attitude to work, job satisfaction 

 

1. Introduction 
The concept of emotional intelligence has been one of the most frequently used subjects 
nowadays, and the number of studies on this subject has increased gradually, even if 
its importance has not been understood entirely yet. Although it does not have a long-
standing background, this concept has begun to have an important place since emotions 
play a crucial role on people’s whole life in terms of their effects on communication and 
control of them during negative or positive situations. The fact of emotional 
intelligence’s being an indispensable part of our life was realized after proven that 
people who had shown high success on tests couldn’t show the same success in their 

daily life (Cumming, 2005, p.3).  This issue has been approved with most of studies done 
on this subject as well, and findings have shown that while one who has emotional 
intelligence can define or regulate his emotions well in any circumstances, and 
understand others’ emotions and show empathy, the other one who has high level of IQ 
but not EQ, may not do the same thing. 
 
Apart from emotional intelligence, job satisfaction of employees is another significant 
variable for the success  of institutions  in  a competitive  environment.  According  to 
most  of the academic studies, there are several factors affecting job satisfaction like 
demographical factors or institutional factors while these effects are likely positive or 
negative depending on the person. Moreover, they are not only reflected  on  
individuals’ business life  but also on  their  social life.  In  this case, organizations have 
some missions to increase the level of their employees’ job satisfaction together with the 
emotional intelligence competency. That is to say; if organizations fulfill their duties and 
responsibilities, employees’ job satisfaction level may vary accordingly. As a matter of the 
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fact that most of the studies indicate that while ones whose cognitive intelligence level is 
reasonably high, may have difficulties in both business life and everyday life, others 
whose emotional intelligence level is high may overcome all kinds of problems easily. In 
other words, the more one uses his emotional intelligence, the more he is successful and 
he satisfies with the situation he is in. 
 
This issue was confirmed by the research of Sy, Tram, Linda A. O’Hara (2006) in which it 
was aimed to examine the relationship between managers’ and employees’ emotional 
intelligence with the job satisfaction and job performance they have. As a result of this 
study, it has been understood that there is a strong relationship among these variables, 
and this positive relation has a high influence on the level of employees’ job satisfaction 
which also increases the job performance and productivity. In addition to this, two other 
studies also proved the positive impact of emotional intelligence on job satisfaction and 
job performance (Kafetsios and Zampetakis, 2008). According to regression analysis used 
in these studies, the use and regulation of emotions have been more effective in terms 
of job satisfaction level rather than all other dimensions of EI. The same result was also 
acquired by both Abraham (2000) and Gardner (2003) (Guleryüz, Guney, Aydin and Asan 
2008, p.1632). 

 

2. Literature Review  
2.1. Emotional intelligence 
To be able to understand the very meaning of the emotional intelligence, it is useful to 
define the term “emotion”  as it is one of emotional  components.  Since people are 
thinking and feeling creatures, they are likely to react not only mentally but also 
emotionally both in their business life and private life. As known, emotion is an 
abstract concept, so its definition changes person to person. The definitions obtained 
from literature review show this variety clearly. In brief it can be said; “emotions are 
internal events that coordinate many psychological subsystems including physiological 
responses, cognitions, and conscious awareness. Emotions typically arise in response to 
a person’s changing relationships (Mayer, Carusa and Salovey, 1999, p.267). 
 
The term “intelligence” which is also one of the components of emotional intelligence 
cannot be explained  with  a  monotype  definition  like  the  term  “emotion”.  There  
have  been  a  lot controversies about the meaning of intelligence almost for centuries. 
If it is necessary to make a general evaluation, intelligence is overall innate abilities 
developed as a result of the interaction from the environment. That is; intelligence 
consists of mental abilities necessary for an individual to be able to maintain his life 
and complete the different adaptation process in different conditions successfully. 

 
The concept of emotional intelligence has been defined in a variety of ways especially 
based on the four models created by Mayer and Salovey, Bar-on, Goleman, Wong and 
Law. That is why; definitions  for  emotional  intelligence  presented  in  this  study  
belong  to  only  those  writers. According to Mayer and Salovey, who used the term 
“emotional intelligence” for the first time, it is “the ability to monitor one’s own and 
others’ feelings and emotions, to discriminate among them and to use this 
information to guide one’s thinking and actions” (Mayer and Salovey, 1993, p.433; 
Dincer et al., 2011, p.910-911). Baron defines emotional intelligence as “relating and 
understanding others, while adapting and coping  with surroundings in order to 
become more successful in dealing with environmental demands” (Sahinkaya, 2006, 
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p.34).  According to Law and Wong, whose model has been used widely in recent years, 
emotional intelligence corresponds to emotional abilities that get someone to explain 
and express emotions in a correct way, integrate them  into  cognitive  processes,  
understand  emotions  and  their  effects  on  different  situations. Shortly, it gives one a 
chance to manage his emotions (2004, p.485).  Finally, Goleman who has contributed 
extensively to this issue defines emotional intelligence as “something which helps one 
understand his own emotions, show empathy and control them in such a way that they 
facilitate his life and contribute him in any case (Dincer, Onay and Gursoy, 2011, p.139). 
That is; emotional intelligence can be considered as an umbrella for the relations 
between one’s himself and others in his environment” (Orhan, 2012, p.8). 
 
From the resource based view, firm competencies entail not only knowledge, skills, 
beliefs, and routines, but also emotions (Akgun et al., 2007). The term emotion 
demonstrates both expressive communications  and to inner states related to 
feelings, as love, hate, courage, fear, joy, sadness, pleasure and disgust (Perlovsky, 
2006). E motions are also considered  as sign of intelligence, as well as an ability to 
grasp and reason correctly with concepts (Cote and Miners, 2006) or as personal 
intelligence because of one’s own feeling live (Mayer and Salovey, 1995). Accordingly 
there is a common tendency to combine emotion with intelligence (e.g., Mayer and 
Salovey, 1995; Huy, 1999). Emotional intelligence is basically identified as the ability 
to perceive emotion, integrate emotion to facilitate. Mayer and Salovey (1995) difine 
emotional intelligence as “the ability to perceive emotion, integrate emotion to 
facilitate thought, understand emotions and to regulate emotions to promote 
personal growth”. At the theoretical level EI reflects the extent to which a person 
attends to, processes, and acts upon information of an emotional nature intra-
personally and inter-personally (Kafetsios, Zampetakis, 2008: 713).  
 
Emotional  intelligence as a subset of social intelligence, involves the ability to monitor 
one’s own and others’ feelings and emotions, to discriminate among them and to use 
this information to guide one’s thinking and actions” (Huy, 1999). This definition of 
emotional intelligence addresses the four-dimensional emotional intelligence 
construct (Kelly and Barsade, 2001; Caruso et al., 2002; Salovey and Pizarro, 2003; 

Rubin et al., 2005; Cote and Miners, 2006) consisting  of self-awareness,  self-

management,  social awareness,  and social  management.  Along  with this widely 
accepted four-dimensional  construct, there are other typologoies  and 
categorizations  of emotional  intelligence.  For example, Reus and Liu (2004) propose 
two main components of emotional intelligence:  emotional  recognition and 
emotional regulation. Emotional recognition refers to a person ability to perceive 
emotions and understand their potential causes and effects (Reus and Liu, 2004). On 
the other hand Emotional regulation is the ability of individuals to manage their own 
and others’ emotional expressions. These two classifications or sub-processes  of 
emotional intelligence appear be narrowly defined versions of previous emotional 
intelligence constructs. 
 
2.2. Discipline 
Generally speaking, discipline is systematic instruction given to disciples to train them 
as students in a craft or trade, or any other activity which they are supposed to 
perform, or to follow a particular code of conduct or "order". Often, the phrase "to 
discipline" carries a negative connotation. This is because enforcement of order – that 
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is, ensuring instructions are carried out – is often regulated through punishment 
(Wikipedia).   Hence, some people view discipline as curtailment to their right (to 
action without restrain). Freedom to act without ordering of the society will lead to 
anarchy, lack of direction in the affairs of man and non realization of the set goals of 
the society or organization. How workers view and accept discipline will largely 
enhance the success of their organizations. This paper accepts this view, and adopts 
the above conceptualization. 
In the context of this study, but not obviating from our earlier conceptualization,  
‘Discipline’ may also imply a system by which orderly operation  and control and 
are maintained  for the effective  management  of an organization of established 
institutions (1994).    To Okeke (1996) discipline in the work place does not mean 
strict and technical observance of rules and regulations for the survival of the 
organizational system. Rather, it implies a situation where workers are expected to 
cooperate and behave in a normal and orderly way, as any reasonable person would 
expect an employee to do. This has become imperative since the goal of every 
organization or establishment is to enhance workers’ satisfaction that would lead to 
higher productivity and profitability. This can only be realized where there are sets 
of rules and regulations that would govern the conduct of people at work.    The 
absence of these rules and regulations will lead to anarchy, workers dissatisfaction 
which is antithetical to the basic principles that informed the establishment of such an 
organization. 
 
In the application of the rules of discipline there should be consistency if good work 
attitude that enhances job satisfaction is to be achieved (Emiola, 2000). Considering 
Emiola’s view, Ukeje (2002) posited that inquiry into the  application  of  educational  
rules  sometimes  de-motivates  staff  and  have  its  concomitant  effect  on  the  job 
satisfaction of staff and ipso-facto the institution. Based on the above assertion, 
Miskel (1988; cited in Igwe, 1999) affirmed that a direct positive relationship exist 
between lecturers’ job satisfaction level and attitude to work. He enumerated  a 
number of characteristics  which are relevant to a person’s need fulfillment and 
job satisfaction as nature of work, pay, promotion, staff development, working 
conditions etc. 
 
In a research  conducted  by Olagboye  (1998), about eighty five (85%) percent  of 
the 120 lecturers  he interviewed claimed that a discipline environment would help 
staff to be happy in their job. He added that since school discipline dictates the 
tone of the school. It enhances school and staff discipline. Researchers  like Winer 
(1992) and Katz (1998) believes that function of what an individual termed as 
satisfying. In other words, when the characteristics of a job are compatible with the 
needs of a worker, the worker will also experience job satisfaction. 
 
Though lecturer’s levels of discipline are related to job satisfaction, the satisfaction 
one gets for himself depends  on  the  individuals  levels  of  discipline.  In  support  of  
above  contention  Adesina  (1990)  posited  that, depending on such moderating 
variables, the person (lecturer) may also adopt many different strategies to cope with 
discipline situation to enable him derive satisfaction in work environment. 
 
The result of empirical study of Shema (2003) is in consonance with the above 
findings where he found a positive relationship between lecturers’ (staff) recognition 
and job satisfaction. He noted that school recognition and motivation of staff is the 
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first step towards job satisfaction which in turn, promotes the levels of discipline and 
work attitude among workers. He further observed that when an employee is not 
properly motivated through recognition chaos is likely to set in due to dissatisfaction. 
In conclusion, he stated that since workers look happier when efforts were 
recognized,  it therefore means that they drive job satisfaction  in their work. 
Hence, lecturer high level of commitment and attitude to work will significantly 
correlates to job satisfaction. 
 
2.3. Attitude to work 
Peter Warr (2002) has posited that attitudes are usually perceived as evaluative 
tendencies (favourable and unfavourable) of someone towards a person, thing, event 
or process.    He went further to maintain that an attitude towards a particular object 
is thus a bias, predisposing a person towards evaluation responses that are either 
positive or negative. In this paper the concept of attitude will be understood from 
Marr’s perspective. 
 
Corroborating this opinion, Ibanga (2004) declared that a lecturer (staff) attitude to 
work correlates with his satisfaction or dissatisfaction because a happy worker makes 
sure he puts in his best while a disgruntled lecturer is known  to  be  unproductive  or  
produces  below  his  potential  capacity  or  ability.  It  is  therefore  this  assuming 
importance of the role discipline and attitude in staff job satisfaction that this study 
intends to critically examine.        
                                    
2.4. Job satisfaction 
Job satisfaction in the current study is defined as what employees feel about their work, 
which may be negative or positive (Spector, 2003). Research suggests that satisfied 
employees are time-effective at work, likely to minimize their sick leave and have lower 
turnover intentions (Spector, 1997). Additionally, Meyer et al., (2002) identified a 
significant relationship between job satisfaction and affective commitment. Other 
researchers have found an inverse relationship between work stress and other job-
related outcomes, such as job satisfaction, for Australian nurses (Joiner and Bartram, 
2004). Police officers are similar to nurses in that their occupations require extensive 
public interaction and quick decision-making possibly impacting significantly upon the 
public’s physical and psychological health and wellbeing. 
 
Since job satisfaction is an abstract concept, it is possible to see various definitions 
related to job satisfaction.  Job  satisfaction  can  be  assumed  as  the  determination  of  
an  employee’s  rate  of happiness he gets from his job. However Odom and et. (1990) 
define job satisfaction as positive or negative feelings of an employee towards his own 
job in relation to his intrinsic, extrinsic and general perspective (Orhan, 2012, p.28). 
 
As for Dogan, he describes it as “an effective reaction to a job that results from the 
comparison of perceived  outcomes  with  those  that  are  desired.  It  also  describes  
the  feelings,  attitudes  or preferences of individuals regarding work. Furthermore it is 
the degree to which employees enjoy their jobs” (2009, p.424). Considering all 
definitions, job satisfaction is simply called as positive reactions of employees towards 
their job. 
Job  satisfaction  is  most  adequately  conceptualized  as  a personalistic  evaluation of 
conditions existing on the job (work, supervision)  or outcomes that arise as a 
result of having a job ( pay, security). It is the perception of internal responses ( 
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i.e., feelings ); it consists of filtered and forth. (Schneider and Snyder, 1975:31). Job 
satisfaction is a result of employees provides those things which are viewed as 
important. Waldersee  and  Luthans    (1994)  suggest  that  there  are  five  job  
dimensions  that  represent  the  most  important characteristics of a job about which 
people have affective responses. 

1) The work itself- the extent to which the job provides the individual  with 
interesting  tasks, opportunities  for learning, and the chance to accept responsibility. 

2) Pay- the amount of financial remuneration That is received and the degree to which 
is viewed as equitable vis-a vis others in the organization. 

3) Promotion opportunities- the chances for advancement in the hierarchy. 
4) Co-workers- the degree to which fellow workers are technically proficient and socially 

supportive. 
5) Supervision- the abilities of the superior to provide technical assistance and behavioral 

support. 

2.5. Internal and External Satisfaction 
Job satisfaction is generally classified into two dimensions as internal and external.  
Internal job satisfaction is an internal desire to perform a particular task; people do 
certain activities because it gives them pleasure, it develops a particular skil, or it’s 
morally the right thing to do, Internal job satisfaction is related to internal motivation. 
Internal motivation refers to engaging in an activity for itself and for the pleasure 
and satisfaction derived from participation (Vallerand, 2004: 428). 

External factors were defined as those external benefits provided to the professional 
by the facility or organization. External factors external to the individual and 
unrelated to the task they are performing. Examples include money, good grades, 
and other rewards. When externally motivated, individuals do not engage in the 
activity out of pleasure but rather do so to derive some kind of rewards that are 
external to the activity itself (Vallerand, 2004: 428). Several early studies show that 
positive performance  feedback enhances internal motivation  whereas negative 
performance feedback diminishes it (Ryan and Deci, 2000). 

3. Hypotheses 
Based on literature review above, the author propose the following hypotheses : 

Hypothesis 1. Emotional intelligence-emotional recognition  associates positively with 
internal job satisfaction. 

Hypothesis  2. Emotional intelligence-emotional  recognition  associates  positively  
with  external job satisfaction. 

Hypothesis 3. Discipline associates positively with job satisfaction. 

Hypothesis 3. Attitude of work associates positively with job satisfaction. 
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4. Conclusion 
Based on literature review above, we can get conclusions, when the results are 
considered as a whole, the level of emotional intelligence and job satisfaction should 
be increased equally in both sectors. Within this scope, institutions need to create a 
kind of atmosphere in which employees are able to manage themselves, develop 
empathy, increase their motivation and they also need to give importance to increase 
the staff’s satisfaction to get better performance.  

Discipline known to affect the job satisfaction, without any discipline who work results 
achieved will not gain real job satisfaction. In addition, the attitude of the person's work 
also affects job satisfaction. But, this is a hypothesis that needs to be researched in the 
field to prove the extent of truth. 

5. Suggest 
In order for this article to have a greater benefit, the author suggest would be followed 
by research in the field as a follow-up action. 
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The Analysis of Production and Consumption Pattern on Cattle Farmer’s Household 
at Megang Sakti Subdistrict Musi Rawas Regency 

 
 

Hayatun Nofrida, Nenny Wahyuni 
 

Abstract 
The objectives of this study were to analyze the cattle farmer’s income from 

cattle and the contribution on household income, and to analyze  household’s 
expenditures, and factors which influence cattle farmer’s production, dan consumption.  
The method using in this study was survey methods with simple random sampling 
methods.  The first and the second objectives were analyzed using data tabulation, and 
the third objectives analyzed using econometric analysis (Two Stage Least Squares) with 
SAS software. 

The results on this study show that the highest income on cattle farmer’s 
household are coming from non cattle’s farming with 69,09 percent contribution, then 
from cattle’s farming (21,54%) and non farming activity (9,37%).  The highest 
expenditures on cattle farmer’s household are spended for non-food consumptions 
(36%), and then for food consumptions (33%) and saving (31%).  The consumptions’s 
pattern on cattle’s farming houshold are influenced by total household income, non-
food consumption, numbers of baby, numbers of family members on household, and 
farming pattern. 

 
Keywords :  cattle’s farming household, production, and consumption pattern 
 
I. INTRODUCTION 
A. Background 
Cows is one of the meat-producing animals that are a source of animal protein of high 
economic value and much loved by the community. In Indonesia the demand for beef is 
not just coming from households, but also come from the hotel industry, restaurants, 
and businesses are now growing food is not less rapid. 
 
In some developing countries, including Indonesia, the consumption of beef is still 
considered as a relatively luxurious necessity for most people. But along with the high 
rate of population growth, increasing public awareness of nutrition, and rising incomes 
large part of the population, causing demand for beef is also increasing. 
 
In 2009 demand for meat in Indonesia reached 325.9 thousand tons, but the beef is 
available only as much as 250.8 thousand tons (77%). The rest must be met through the 
import of meat and livestock feeder. With these conditions, in 2010 the Ministry of 
Agriculture through the Directorate General of Livestock and Animal Health launched 
the Program Self-Sufficiency Beef (PSDS) in 2014 with the hope of beef production 
locally in 2014 to meet 90 to 95 percent of the beef in Indonesia (Directorate General of 
Animal Husbandry and Animal Health, 2012). 
 
Beef cattle population in South Sumatra spread across 15 cities / counties, one of the 
districts potential for the development of beef cattle is Musi Rawas. This potential can 
be seen from the increased production of beef in the district were counted fairly 
significant. In 2009 the production of beef in Musi Rawas only 591 195 kilograms, but in 
2010 that number increased to 906,231.99 kilograms (53.3%). Data Musi Rawas in 
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Figures (2011) showed the largest increase in the production of beef produced in the 
District Megang Way, where in 2009 the production of beef are only 65 325 kilogram 
increase to 159,588.62 kilograms (144.3%) in 2010 (BPS Musi Rawas, 2011). 
 
Increased production of beef in the District Megang Sakti was followed by the addition 
of farmer households herdsman who keep cattle. The decision to maintain beef cattle is 
one of the efforts undertaken by households in the District Megang Way to improve the 
welfare of his family. On his way the decision taken by the farmer herdsman with regard 
to production and consumption, will affect the productivity of the livestock business 
they do. Therefore, researchers interested in studying how the production and 
consumption pattern of cattle farmers in Megang Sakti Subdistrict Musi Rawas. 

 
B. Problem Formulation 
Based on the above background, it can be arranged some interesting formulation of the 
problem to be studied, namely: 
1. How big is the income of farmers herdsman of cattle and its contribution to total 

household income keepers of cattle farmers in Megang Sakti Subdistrict. 
2.  What proportion of household expenditure patterns of cattle’s farmer household in 

Megang Sakti Subdistrict. 
4.  What are the factors that influence the consumption of cattle’s farmer household in 

Megang Sakti Subdistrict. 
 
C. Objectives 
Based on the formulation of the problem above, then set some goals to be achieved in 
this study, namely: 
1.  Calculate the amount of farmers' income from cattle herdsman and its contribution 

to total household income keepers of cattle farmers in Megang Sakti Subdistrict. 
2.  Calculate and assess the proportion of household expenditure patterns keepers of 

cattle farmers in Megang Sakti Subdistrict. 
3.  Analyze the factors that influence the consumption of cattle’s farmer household in 

Megang Sakti Subdistrict. 
 
II. FRAMEWORK 
A. Production and Income 
According simple terms, the production means producing goods / services. Production is 
an activity to change the input or inputs into outputs or inputs. According to, the 
production process can only work if the requirements needed crops, livestock, or fish 
can be met. This requirement is known as the factors of production (Soekartawi, 2002). 
 
Factors of production consists of four components, namely land, capital, labor, and skill 
or management (management). Based on the literature, most of the experts included 
only three factors of production, namely land, capital, and labor. 
 
To explain the relationship between production and the factors influencing production is 
used the concept of the production function. The production function is the physical 
relationship between the variables described (Y) and the variables that explain (X). The 
variables are described generally in the form of output (output) and the variables that 
explain the usual form of input (input). The production function is very important in the 
theory of production because the production function is known relationship between 
the factors of production (output) directly and the relationship can be more easily 
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understood, and the production function is known relationship between the variables 
described (dependent variable) Y and variables that explain (independent variable) X, as 
well as determine the relationship between the explanatory variables. Mathematically, 
this relationship is described as follows: 
Y = f (x1 / x2, x3, ...., xn) 
 
Where: 
Y = output in specific units 
X1 = input variables in specific units 
X2, X3, ..., Xn = inputs remain in specific units 
 
An agricultural production will eventually be judged by the costs to be incurred in the 
farming or the so-called costs of production. Production costs are all the expenses to be 
incurred manufacturers to obtain the factors of production and other supporting 
materials will be utilized so that certain products that had been planned to be realized 
properly. This fee must be used as efficiently as possible in order to provide optimal 
benefits. 
 
In general classification of the production costs include fixed costs and variable costs. 
Fixed costs are the size of the types of costs that are not influenced by the size of 
production, such as land rent or taxes. Variable costs are the costs associated with the 
production levels generated as the cost of seed, the cost of land preparation, 
fertilization and other (Mulyadi, 1999). 
 
Farm receipts according Hernanto (1996) a total production value of farming within a 
specified period, whether sold or not sold. The greater the number of goods sold, the 
greater the acceptance of the undertaking. Acceptance can be calculated by multiplying 
the total number of production with prices prevailing in the market. Meanwhile farm 
income can be defined as the difference between the revenues obtained from an 
activity to get production in agriculture to the costs incurred. Farm income is usually 
used to meet the needs of families and finance the next farming activities. 
 
In the household economy is the term full income or full income (Becker, 1965). Full 
household income is revenue if the available time is measured by the level of wages 
coupled with revenues derived from non-work activities. The concept of full income 
allows substitution between the consumption of goods and the use of time, including 
time for household activities. The concept of full income also allows substitution 
between income according to the concept of economic and earnings according to the 
concept of non-economic. Unit households can choose to work or not to work to earn 
income by doing household activities or even choose the rest, with the objective of 
maximizing utility (Elly, 2008). 
 
B. Household Consumption 
Consumption is defined as expenditures made by households on goods and services with 
the aim to meet the needs of the person doing the spending. In other words, the 
consumption can be defined as an activity utilizing the goods or services to meet the 
needs of life (Soeharno, 2007). 
 
According Dumairy (1999), the pattern of consumption expenditure can be recognized 
based on the allocation of usage. For purposes of analysis, the outline allocation of 
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consumption expenditure is classified into two groups, namely the expenditure for food 
(food) and expenditure on non-food (non-food).   
 
Household consumption behavior is highly dependent on the number of family 
members in the household. Households with number of members more will buy and 
consume goods or services in an amount more than the households that have fewer 
family members (Sumarwan, 2002). 
 
While Keynes in Sukirno (2000) argues that the main factors that determine household 
consumption is income, which at present consumption levels are very low income will 
exceed the income consumption expenditure will be financed by savings. Meanwhile, 
when the high income it is not all earnings will be issued for consumption but to save. 
 
Research conducted Paturochman (2007), concluded that the higher the income, the 
savings will be even greater. The results showed a strong relationship between the 
variables and variable income savings, which influences variable income savings of 80 
percent. 

 
III. RESEARCH METHODS 
The method used in this research is survey method. The sampling method used was 
simple random sampling, the number of respondents as many as 80 cattle’s farmers. 
The first and the second objectives were analyzed using data tabulation, and the third 
objectives analyzed using econometric analysis (Two Stage Least Squares) with SAS 
software. 
 
IV. RESULTS AND DISCUSSION 
A. Production and Income 
In the course of production activities of the respondents expect to benefit from any 
charge that he had issued during the production process. In the cattle business 
respondents benefited from the sale of cattle are kept. In the rubber farming 
respondents benefit from selling bokar, while the rice farming income respondents 
came from the pennjualan rice. While the non-farming activities of the respondents earn 
income from selling their services, either as laborers, employees, and vendors. 
Earned income calculated based on land size and the number of animals of each 
respondent, thereby illustrate the real household income. Household income in this 
study can be seen in the following table: 
 
Table 1. Household Income Sustainer Livestock Farmers 

No Source of Income Income (Rp) Income Contribution (%) 

1 Cattle’s farming               8.351.495 21,54 
2 Non Cattle’s Farming 26.790.439 69,09 
3 Non Farming               3.634.500 9,37 

Household Income              38.776.399  100,00 

Source: Processed Research 
  
Based on data in the table above shows that the average household income from 
livestock enterprises amounted to 8,351,495 rupiah per year with a contribution of 
21.54 percent. The value of the contribution is less than 30 percent is mathematically 
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assessed small, and show that the livestock business is still traditional (Agustin and 
Nurmanaf, 2002) or a sideline business (Soehadji, 1992) 
 
Cattle that are generally a 2-year-old steers with an average initial weight of 163 
kilograms. Cows are generally maintained over 8 months to one year, with the hope of 
body weight gain of approximately 80 percent of the weight initially. Unfortunately, the 
average weight gain of cattle were observed in this study only reached 66 percent. This 
likely occurred because the respondents had intensified in maintaining livestock. This is 
evident from the provision of animal feed only in the form of grass no additional 
concentrate or ration as recommended. Yet every day in addition to requiring feed 10 
percent of their body weight, cows also require additional food rations in the form of as 
much as 1 percent to 2 percent of their body weight. The extra rations could be fine 
bran or bran, coconut cake, cassava, pulp, which is given by way of grass mixed in feed 
place (Siregar, 1996). 
 
Calculation of the cow's body weight is somewhat difficult because until now there has 
been no specific measurement tool that can be used to determine the weight of the 
cow. In practice, the measurement of the weight of the cow is usually entrusted to a 
broker or collectors who will be the intermediary in the transaction of buying and selling 
cattle. To facilitate the measurement in this study the production of cattle calculated per 
head of cattle sold. The results obtained in the cattle business is only derived from the 
sale of cows alone. Other byproducts, such as cow manure has not been processed and 
used by farmers. 
 
While the largest household income derived from non-livestock farming with a 
contribution of 69.09 percent. All respondents herdsman in this study manage non-
livestock farming which is considered as the main livelihood in their household. 
 
While household income derived from non-farm activities is only 9.37 per cent of total 
household income. Non-farm economic activities are diverse, ranging from agricultural 
laborers, building of workers, self-employed, to civil servants. 
 
Of the 80 respondents, only 41 of them are doing other economic activities in addition 
to farming and to farm rice / rubber. The rest 39 respondents did non-farming activities. 
Non-farm activities that most people do is become farm workers (81%). While the non-
farming activities that are carried out at least be civil servants. 
 
Revenue obtained respondents from non-farming activities vary depending on the type 
of activities they do. Income from non-farm economic activities the largest obtained by 
the respondents who work as civil servants (PNS). While revenues from non-farm 
economic activities smallest obtained by respondents who work as farm laborers. 
Differences in income is due to the difference in wage rates for each type of job. The 
wage rate for agricultural laborers is lower than the rate of pay for other work. Besides 
working as a laborer tends to be seasonal. Usually these workers work in bulk, and only 
works if there is a request only. 
 
When observed, furthermore, the total income of beef cattle farm household 
maintainer in this study varies depending on the type of non-livestock farming is done. 
Respondents who keep cattle and to farm rubber obtain greater revenue compared to 
respondents who maintain to farm cattle and rice. In addition to the total household 
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income of keepers of cattle based farming is done also showed differences in the 
revenue contribution of each type of economic activity of the household income of 
respondents. Average income and the contribution of each type of business to 
household income can be seen in Table 2 below: 
 
 Table 2. Household Income by Type of Farming 

No Source of Income Income (Rp) Income Contribution (%) 

 
Cattle  – Rubber  

  
 

a. Cattle’s farming                       8.773.900  15,58 

 
b. Rubber farming                     44.452.482  78,94 

 
c. Non farming                       3.084.706  5,48 

Household income                     56.311.088  100 

 
Cattle – Rice  

  
 

a. Cattle’s farming                       7.794.054  33,36 

 
b. Rice Farming                     11.530.699  49,35 

 
c. Non Farming                       4.040.870  17,29 

Household income                     23.365.623  100 

Source: Processed Data Research 
  
Based on the table above the greatest contribution to the household income of 
respondents were from non-livestock farming, good rubber plant or rice plant. While the 
livestock business just become the second largest revenue contributor after income 
from farming. These results prove that the non-livestock farming, both rubber farming 
and rice farming, the main production activities, which became the largest revenue 
contributor to the household respondent. While breeding beef cattle only as a sideline 
or business branches, which also contributes to the total household income. 
 
Income derived from cattle business respondents in each farming patterns also differ. 
For respondents to farm rice, income from livestock enterprises smaller than the earned 
income respondents to farm rubber. But seen from the contribution to total household 
income, income from livestock for respondents who manage rice farming bigger 
contribution (33.36%) compared to the operating income contribution of livestock for 
respondents who manages rubber farming (15.58%). This means that the livestock 
business for farmers who manage rubber farming (contribution of> 30%) shows that 
livestock business is only a sideline business. As for farmers who manage rice farming 
(contribution of> 50%) cattle business is considered as a branch of the business.  While 
the non-farm economic activities undertaken other respondents also its only extra. 
Contributions from non-farming activities of a larger look at respondents who cultivate 
rice plants. 
 
B.  Household Expenditure 
Household expenditure which analyzed in this research consist of food consumption 
ekpenditure and non food consumption expenditure, and saving. The result of this 
research shows that household expenditure are most spanding on non food 
consumption (36%).  The rest 33 percent spended for food consumption and the other 
31 percent become savings.   
 
If we look at the average of household income we could say that the respondance are at 
the establised condition on household economic, so that the proportion of food 
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consumption expenditure are shifting to non food consumption expenditure. This fact is 
appropriate with the statement of Ernest Engel in Salvatore (2006) known as  Engel’s 
Law, when taste is not different, the percentage of expenditure for food will decrease 
along with the increasing of household income.  Details of food consumption can be 
seen at Picture 1: 
 

 
 
Figure 1.  Food Consumption Expenditure 

 
From the picture above we can see thet the food consumption expenditure dominated 
by rice (17%) and then followed by ciggarate (10%). While the smallest expenditure of 
food consumption is consumption for milk.  This is happen because most respondance 
doesn’t think that milk is importand for their healty.   
 

 
 
Figure 2. Non Food Consumption Expenditure 
 

The results showed that the largest non-food expenditure is the expenditure for vehicle 
consumption by 22 percent, followed by spending on transportation by 21 percent and 
then spending on education by 18 percent. Expenditures for the purchase of vehicles is 
still dominating the non-food expenditure. Vehicles purchased on average is a motor 
purchased in installments through financial institutions (leasing) which mushroomed at 
the sites. 
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While that for non-food expenditure group is the smallest type of consumption is the 
expenditure on health (3%). Spending on health is not too much incurred by households. 
This is because of the free health services from the government at the study site has 
been used by local people, so that the community is no longer worried about health care 
costs. 
 
Savings in this study is the income that is not consumed in the household. Savings 
assumed as residual income that is not spent by households for consumption both food 
and non-food consumption. Most of the respondents saving in the form of cash 
deposits, which conducted its own without any involvement of the bank. 
 
On average respondents in this study have savings amounting to 11,592,295.34 rupiah 
per year (31%). The proportion of spending to saving is considered quite good and 
showed that the respondent has been able to manage the household finances well. The 
larger the household, the income earned by the household owned savings will be even 
greater. 

 
 

C. Factors Affecting Household Income and Expenditure 
a. Household income 
Household income in this study is an accumulation of all revenue generated from any 
production activities undertaken within the household. The results showed that total 
farm household income herdsman with cattle business pattern - rubber larger than the 
total income of farm household herdsman with cattle business patterns - rice. 
Household income is influenced by the size of the revenue obtained and production 
costs incurred in the respective production activities, both livestock business, non 
livestock farming, as well as non-farm economic activities. 
 
At the household farmer with cattle farming patterns - rice, revenue from cattle cow is 
smaller than the income received by the farmer with a cow pattern - rubber, but its 
contribution to the household income tend to be larger (33, 36%). Thus it can be said 
that the business of beef cattle is more beneficial to farmers with cattle business 
patterns - rice compared with the business pattern of cattle ranchers - rubber. 

 
b. Household expenditure 
Household expenditures were observed in this study consists of the consumption of 
food, non-food consumption, and savings. Equation expenditure for food consumption 
in this study believed to be influenced by the total household income (PDRT) and the 
number of children under five in the household (JAB). Results of estimating equation 
model of food consumption expenditure shows that in this equation 54.42% total 
household income variable and a variable number of children under five could explain 
the variable consumption of food. The rest is explained by other variables that are not 
observed in this study. Statistical test results above equation also shows that both the 
independent variable in this equation gives a significant influence on food consumption 
in different test level. 
 
All independent variables were observed in this study have a positive relationship to 
food consumption expenditure. This means that each additional unit of independent 
variables will be able to improve the food consumption of the respondents in this study. 
The addition of the rupiah in total household income will increase household food 
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consumption of 0.17 rupees per year. The same thing happened to a variable number of 
children under five. The addition of the toddlers in the household will increase food 
consumption (Rp1.811.522, - / yr). 
 
Increased consumption of this food happens arena the addition of milk consumption in 
the household. Needs milk to households with children under five are likely lebi large 
compared to households who do not have young children. 
 
While the expenditure for non-food consumption in households affected by total 
household income (PDRT), the number of children under five in the household (JAB), the 
number of household members (JAR), and the pattern ushaatani (D). Results of the 
model estimation equation of non-food consumption indicate that the independent 
variable in this study 42.68% could explain the dependent variable, and the rest is 
explained by other variables that are not observed in this study. Statistically, four 
independent variables in this equation have real impact on the dependent variable with 
a confidence level ranging from 1%, 5%, 10%, to 20%. Results of the estimation equation 
model of non-food consumption expenditure showed that the variables of total 
household income, number of household members, and farming patterns are positively 
related to non-food consumption. The greater the total household income and a 
growing number of family members in the household will increase the household food 
consumption. 
 
The increase in household income of respondents in this study actually increase their 
spending on non-food consumption, especially to buy luxury goods such as motorcycles 
or cars. Most households in this study, especially households with cattle business 
pattern - rubber spend their income to purchase a vehicle either car or motorcycle. 
Purchasing a vehicle is mostly done on credit with the use loans from leasing or finance 
who now have mushroomed around the area of research. 
 
Besides, non-food consumption will also increase when there is additional family 
members. The addition of family members in the household has the potential to 
improve non-food consumption in the household. This is due to the increase in the 
number of family members means an increased need for clothing, education, and 
health, in addition to food needs. 
 
While it is a negative sign actually looks at a variable number of children under five. 
Results of the model estimation shows that a growing number of children under five in 
the household will reduce non-food consumption in the household. This is 
understandable because of the addition will certainly add to the number of children in 
the household food consumption, resulting in non-food in household consumption will 
be reduced. 
 
The model equations are further observed savings. At this household savings equation 
variables suspected to affect is the total household income (PDRT) and non-food 
consumption (KNP). Results estimate the savings equation that three independent 
variables in this equation are able to explain the dependent variable amounted to 54.38 
percent. Results estimate the above equation also indicates that all the independent 
variables observed a significant influence on the variable household savings. Positive 
relationship shown by variable total household income, which means that each 
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additional rupiah total household income will lead to increased household savings by 
0.61 rupiah. 
 
Otherwise negatively related to household savings represented by a variable non-food 
consumption. Each additional rupiah non-food consumption in households will reduce 
the amount of savings in the household of 0.67 rupiah. This is consistent with the fact 
that for the majority of households in the study areas, saving is the excess of total 
household income spent on consumption as food and non food. Own food consumption 
for households is a requirement that must be met, therefore needs of food does not 
significantly affect the amount of savings in the household. Instead of non-food 
consumer real effect on household savings, because savings will usually only exist if the 
household non-food needs have been met. 

 
IV. CONCLUSIONS AND SUGGESTIONS 
A. Conclusion 
Based on the results of the economic analysis of farm household keepers of cattle in the 
district Megang Way Musi Rawas berberapahal can conclude the following: 
1. The highest income on cattle farmer’s household are coming from non cattle’s 

farming with 69,09 percent contribution, then from cattle’s farming (21,54%) and 
non farming activity (9,37%)). 

2. The highest expenditures on cattle farmer’s household are spended for non-food 
consumptions (36%), and then for food consumptions (33%) and saving (31%). 

3. The consumptions’s pattern on cattle’s farming houshold are influenced by total 
household income, non-food consumption, numbers of baby, numbers of family 
members on household, and farming pattern. 

 
B. Suggestions 
Based on the results of this study put forward some suggestions are: 
1. For household maintainer cattle farmers are advised to take advantage of their free 

time by increasing the number of animals kept in order to increase household income 
from livestock enterprises. 

2. The government with the help of counselors advised to foster care of livestock 
farmers have to be able to manage their cattle with more intensive, effective, and 
efficient. 

3. In further research is recommended to investigate further the potential for business 
development of beef cattle in Megang Sakti Bun District Musi Rawas Regency. 

 
REFERENCES 

 
Agustin, A., dan A.R. Nurmanaf.  (2002).  Karakteristik Usahatani Ternak Ruminansia 

Kecil dan Kontribusinya terhadap Pendapatan Rumahtangga di Propinsi Sumatera 
Utara.  Jurnal Fakultas Pertanian Universitas Muhammadiyah Yogyakarta.  Volume 
X Nomor 1, Tahun 2002. 

Anggrainie, R. 2011. Analisis Perilaku Ekonomi Rumahtangga Petani Karet di Kota 
Prabumulih. Tesis. Progam Magister Ekonomi Agribisnis Program Pascasarjana 
Universitas Sriwijaya.  Palembang (tidak dipublikasikan). 

Azmi, N.  2013.  Analisis Perilaku Ekonomi Rumahtangga Petani Padi Sawah Lebak  di 
Kabupaten Ogan Ilir. Tesis. Progam Magister Ekonomi Agribisnis Program 
Pascasarjana Universitas Sriwijaya.  Palembang (tidak dipublikasikan). 

Badan Pusat Statistik. 2011.  Musi Rawas dalam Angka.  BPS.  Muara Beliti.  



                                                      Transforming Business in Emerging Markets 
 

107 
 

 
Direktorat Jenderal Peternakan dan Kesehatan Hewan.  2012.  Pedoman Pelaksanaan 

Pengembangan Budidaya Sapi Potong.  Jakarta 
Dumairy.  1999.  Perekonomian Indonesia.  Erlangga.  Jakarta. 
Elly, F. H.  2008.  Dampak Biaya Transaksi Terhadap Perilaku Ekonomi Rumahtangga 

Petani Usaha Ternak Sapi-Tanaman di Sulawesi Utara.  Disertasi Program Doktor 
Ilmu Ekonomi Pertanian Sekolah Pascasarjana Institut Pertanian Bogor.  Bogor  
(tidak dipublikasikan). 

Hernanto, F. 1996. Ilmu Usahatani. Penebar Swadaya. Jakarta. 
Koutsoyiannis, A.  1977.  Theory of Econometrics.  Second Edition.  The Macmillan 

Press Ltd.  London. 
Mulyadi, 1999. Akuntansi Biaya Penentuan Harga Pokok dan Pengendalian Biaya. BPFE. 

Yogyakarta. 
Salvatore, D.  2006.  Mikroekonomi.  Edisi ke-4.  Erlangga.  Jakarta. 
Sari, L.P,.  2012.  Analisis Ekonomi Rumahtangga Petani Karet di Kabupaten Musi 

Banyuasin. Tesis. Progam Magister Ekonomi Agribisnis Program Pascasarjana 
Universitas Sriwijaya.  Palembang (tidak dipublikasikan). 

Siregar, D. A.  1996.  Usaha Ternak Sapi.  Penerbit Kanisius.  Yogyakarta. 
Soehadji.  1992.  Kebijaksanaan Pemuliaan Ternak, Khususnya Sapi Bali Dalam 

Pembangunan Peternakan.  Makalah Seminar Nasional Sapi Bali.  Fakultas 
Peternakan Udayana.  Denpasar. 

Soeharno, T.S.  2006.  Teori Mikro Ekonomi.  C.V.  Andi Offset.  Yogyakarta. 
Soekartawi. 2003.  Teori Ekonomi Produksi.  Raja Grafindo Persada.  Jakarta. 
Sukirno, S. 2000. Makro Ekonomi, Pengembangan Pemikiran dari Klasik Hingga 

Keynesian Baru. PT.Raja Grafindo Persada. Jakarta. 
Sumarwan, U.  2002.  Perilaku Konsumen Teori dan Penerapannya dalam Pemasaran.  

Ghalia Indonesia. Jakarta. 
 

  



                                                      Transforming Business in Emerging Markets 
 

108 
 

IMPROVING LOCAL GOVERNMENT REVENUE : THE SCOPE FOR LOCAL TAXES  
(A CASE STUDY OF MUSI RAWAS) 
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ABSTRACT 

 
Local financial capacity constitutes an indicator of local readiness for implementing local 
autonomy. It can also measures the degree of local capability for financing functions on 
the basis of the local governments own financial sources. One thing that local 
government can do to strengthen local financial capacity is raise local own revenue 
substantially, especially local taxes. This paper, firstly, reviews the performance of local 
taxes in Musi Rawas Local Government over the period  2010 – 2014  by using several 
criteria for taxation, including adequacy, elasticity, equity, administrative feasibility, 
political acceptability, and economic efficiency. The local taxes with the greatest 
potential are determined using these criteria. Secondly, it examines the scope for 
improving local taxes to enhance local financial capacity, through improving 
administration, reducing constraints and providing various incentives. A number of 
detailed proposals are made for improving administrative performance at each stage of 
the collection process and measures are suggested that will reduce constraints and 
improve performance. Such measures have been successfully implemented in larger 
urban authorities in Indonesia but have got to be attempted systematically in small rural 
authorities like Musi Rawas. 
 
Keywords : local taxes, adequacy, elasticity, equity, administrative feasibility, political 
acceptability, and economic efficiency 
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1. INTRODUCTION 
One of the main variables used as an indicator of the readiness of local government for 
implementing local autonomy is its financial capacity. The other variables include the 
capacity of local apparatus, local participation, economic potential, demography, and 
the capacity of management and organisation (Widjaya, 1992). Financial capacity is 
included as an essential factor because it measures whether the local government has a 
capability of self-financing in carrying out its functions. In addition, the degree of local 
dependence on central government grants can also be seen from this factor. To 
strengthen the capacity of finance, local government needs to raise local own revenue 
substantially. 
 
Based on the Indonesian Law Number 23 of 2009 on Regional Autonomy, local own 
revenue sources consist of local taxes, local charges, yield of separated local asset 
management ( profits from local enterprises) and other local own revenues. Of these 
types of local revenues, local taxes and charges generally constitute the biggest 
contribution to local own revenues (Devas,1989). In Musi Rawas, local taxes have 
contributed around 38 % in the last five years. However, their shares in total local 
revenues, including intergovernmental transfers, are still relatively small, accounting for 
4 % in 2014,  Hence, the degree of Musi Rawas dependence upon central government 
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tranfers is still relatively high, which accounted for around 88 % of total local revenues  
in 2014. 
 
Several things could be done to reduce the local dependence and strengthen the 
financial capacity. One is improving the yield of local taxes. Since the beginning of 2010 
(based on Law Number 28 of 2009), Musi Rawas local authority has tried to increase the 
revenue yield from local taxes through "intensification" and "extensification" programs. 
Intensification means increasing the yield through the improvement of tax 
administration, including the process of identification, assessment, collection and 
enforcement. Extensification means increasing the tax yield by introducing new local 
taxes. The result of these efforts have been quite good. Local taxes grew at around  
70,52  %  over the period 2010 - 2014. It suggests that they have grown faster than 
inflation rate of around 7,97 % per year , the growth of population in Musi Rawas 
(around 1,5 %  per   year) and the growth of Gross Regional Domestic Product (GRDP) 
per capita (around 11,7 %)   over that period, However, considering the needs for local 
expenditures, which tend to increase (expenditure rose around 5,62 % over that period), 
the yield of local taxes probably need to be further increased. 
 
Considering the above facts, this study attempts to review and evaluate the Musi 
Rawas local government finance, especially local taxes, over the period 2010 - 2014. 
Several criteria for taxation will be used in the analysis to look at the performance of 
existing taxes. Then, it examines the possibility of improving the yield. 
 
2. LITERATURE  REVIEW  
2.1.  Concept of  Local Tax 
Local government revenues can broadly be divided into three main sources : local own 
revenues, intergovernmental tranfers and other local revenues (such as grant). Local 
own revenues consist of local taxes, charges, profits from local enterprises and other 
local own revenues.  Meanwhile, intergovernmental transfers consist of central 
government transfers and provincial transfers (revenue sharing). Besides the above 
sources, there is also local borrowing. With regard to local government own sources, 
local taxes have generally significant revenues for local governments. 
 
According Priantara (2012), “ local tax is obliged to regional contribution which is 
payable by the individual or entity that is enforceable under the law, to not get reward 
directly and used for the area for the maximum prosperity of the people”. Meanwhile 
based on Law Number 28 of 2009 on Regional Taxes and User Charges, local tax shall 
mean obligatory contribution to the Region owed by private individuals or entities of 
enforced nature based on the Law, without receiving direct compensation and used for 
the needs of the Region mostly for the welfare of the people. Local Taxes include 11 
type of taxes such as hotel tax, Restaurant Tax, Entertainment Tax, Advertising Tax, 
Street Lighting Tax, Tax on Non-Metal Mineral and Rock, Parking Tax, Ground Water 
Tax, Tax on Swallows’  Nests, Rural and Urban Land and Building Tax, and Excise/Tax for 
Acquiring Right on Land and Building. 

 
Some criteria are needed to judge the potential and performance of local taxes. They 
are adequacy, elasticity, equity, administrative feasibility, political acceptability, and 
economic efficiency. The adequacy criterion requires that revenue sources should be 
adequate to meet the costs of the services which they are intended to finance 
(Davey,1983 ; McMaster,1994). This requirement may be achieved if local taxes are 
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productive in comparison both to expenditure needs and the cost of administration. 
Hence it is usually preferable to concentrate efforts on a limited number of local taxes 
with substantial revenue than a large number of them with small revenue. The second 
criterion, the elasticity criterion, requires that capacity of revenue sources to yield 
additional revenue should respond to the increasing demands upon public 
expenditure, and the tax base should grow in line with the growth of inflation, 
population and economy (Davey 1983 and McMaster 1994). In respect to the third 
criterion, equity, Davey (1983) and McMaster (1994) mention that the burden of 
maintaining public expenditure should be borne by the community in proportion to 
their ability to pay. Furthermore, they differ equity in three dimensions, i.e. vertical 
equity, horizontal equity and fairness between different geographical areas.  Vertical 
equity means that the incidence of tax should be equitable between people of 
different income levels. Horizontal equity means that the incidence of tax should be 
equitable between different source of income. Fairness means that the incidence of 
tax should be fair between different geographical areas. The fourth criterion, the 
administrative feasibility, requires that revenue sources should be easy to be 
administered (Davey 1983 and McMaster 1994). Local taxes are generally easy to be 
administered. In relation to political acceptability , Bland (1989) mentions that revenue 
sources such as taxes should be fair and understandable by citizens. While, in respect 
of  economic efficiency criterion, revenue sources should have minimum effects on 
local economic behavior such as incentive to work, save, invest, etc. The collection cost 
of taxes  should  be carried out in an economical way.  
It may be difficult to design a tax  system that satisfy all criteria. Conflicts between 
criteria may exist. For example, a tax system which is easy to administer may not be 
regarded as fair. A flat tax rate is relatively easy to administer, but this type of tax tends 
to be regressive. Hence, the aim of fiscal policy should be to design a set of taxes that 
minimize the conflict between criteria. 
 
2.1. Scope for Improving Local Taxes 
a). Improving Administration 
Increasing the yield of local taxes and charges could be attempted through improving 
local revenue admimstration. Revenue administration is concerned with the process of 
identification, assessment, collection and enforcement. Improving admimstration 
means creating procedures which make it difficult for taxpayers to avoid paying a tax , 
or to pay less than they should, or to commit fraud and collusion with assessors and 
collectors to avoid or reduce payment. With the process of identification, procedures 
should make difficult for taxpayers to conceal their liability. It helps if identification is 
automatic, people identify themselves, identification can be linked to other sources of 
information, and liability is very obvious. In respect of assessment, procedures should 
make payers difficult to conceal their full liability or for assessors to undercollect.  It 
helps if assessment is automatic, the assessor has little or no discretion, and the 
assessment can be checked against other information. While in the process of 
collection, procedures should ensure that payment of liabilities is enforced and that 
actual payments are brought fully to account. It helps if payment is automatic, payment 
can be induced, default is obvious, penalties are really deterrent, and payment is easy 
(McMaster, 1994) 
 

b). Reducing Constraints 
Bahl, Miner and Schroeder ( 1984) identify several constraints to improve the revenue   
structure : legal/political constraints,   constraints   imposed   by   the administrative   
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structure,   economic   constraints   and   technological   or   cultural constraints. 
Legal/political constraints relate to the statutory basis of particular revenue sources, 
and the political system and the degree of patronage embedded within that system. 
These legal/political constraints may often raise difficulties for local   government  
trying  to   improve   local   revenue   sources.   Administrative constraints   relate  to   
the   structural   organization   of administration   which  is hierarchical. This hierarchical 
system may often cause a lack of success of local revenue reform. Economic constraints 
relate to macroeconomic factors such as foreign exchange, inflation, etc.   Foreign 
exchange and inflationary difficulties, for example, may influence local revenue 
mobilization. These constraints may not be ignored entirely. While technological and 
cultural constraints relate to the current environment in which the local government 
operates.  For example, within an environment in which computers are nearly non-
existent, recommendation of using computers in annual assessment of property values 
may be unrealistic. 

 
c). Providing Incentives 
Bahl, Miner and Schroeder (1984) indicate some types of incentives to improve the 
revenue structure : compliance incentives, administrative incentives and 
governmental incentives. Compliance incentives include penalties for not paying, the 
benefits of complying, and the cost of compliance. Severe penalties to non-compliers 
could be use to stimulate taxpayer compliance. These ways are often very effective to 
enforce payment of taxes. Regarding to the benefit of complying, it is necessary to 
enhance voluntary tax compliance through convincing taxpayers that a part of their 
taxes will be retained locally and will be used to finance projects and services that 
they value. While compliance cost will improve the overall rates of tax collection by 
giving allowance of discounts for taxpayers who pay on time. 
 
Administrative incentives include pecuniary incentives, power and advancement, 
return to risk. These incentives could promote successful administration. Pecuniary 
incentives for doing a good job are often necessary to promote effectiveness and 
retain qualified personnel such as assessors, collectors, treasurers and accountants in 
the local government sector. Power and advancement incentives can also improve 
local resource performance because they will encourage local staff to carry out 
assigned duties enthusiastically. 

 
Government incentives include expenditure incentives and intergovernmental aid. 
Expenditure incentives tend to favour more visible, shorter projects than projects 
which have longer term returns as additional resource mobilization. 
Intergovernmental aid may provide incentives to improve local revenue sources. 
 

3. THE METHOD 
This study is based on library research together with actual data from Musi Rawas local 
government. The theoretical approaches to taxation  will be used to evaluate the 
existing local taxes in Musi Rawas over the period 2010 - 2014. Musi Rawas is one of  
local governments (districts) in Sumatera Selatan (South Sumatera) province, 
Indonesia. It is situated in the north west part of Sumatera Selatan and adjacent to 
Bengkulu and Jambi province. Its area is around 12.365 square kilometer which is 
divided into 14 sub-districts and 186 villages. The population of Musi Rawas is around 
378.987 people in 2014 with the overall population density is 44 people per square 
kilometer. The population increased by 1.5 % per year over the period 2010-2014. The 
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data used in this study are from DPPKAD Musi Rawas (Local Office of  Revenue, 
Financial Management and Local Asset). 

 
4. RESULTS AND DISCUSSIONS 
Local government revenues consist of three main sources, i.e. local own revenues, 
Intergovernmental transfers, and other revenues. From table 1, it can be seen that 
more than half of local revenues come from Intergovernmental transfers. The transfers 
accounted for  88,09 % of total revenues in 2014. While local own revenues contributed 
4.2 %. These pictures indicate that Musi Rawas local government, alike other local 
governments in Sumatera Selatan, still depends on Intergovernmental transfer.  

 
Table 1 

Local Government Revenues 
(Rp.) 

Classification 2010 2014 
% shares 

2010 
%  shares 

2014 

Average 
% growth 

2010 - 
2014 Previous year 

surplus 
(SILPA) 

 
24.246.051.009,

22 
 

 
58.379.101.514,12 

 

2,42 5,11  
 

75,66 
 Local Own 

Revenues 

1. Local Taxes 

2. Local Charges 

3. Profits 
from Local 
Enterprises 

4. Other local own 
revenues 

 

42.713.015.778,2
0 

  6.241.660.106,54              
5.223.033.085,24  
 5.899.211.462,73  

     
25.349.111.123,6

9  
 

120.152.665.892,9
9  

45.848.971.829,00  
3.121.948.390,00  

453.024.345,80  
 

70.728.721.328,19  
 

100      4,26 
14,61    0 
.62 

12,23    
0,52 

13,81    
0.59 

 
59,35    2,53 
 

100      10,53 
 38,16    4,02 
  2,60    0,04 
  0,38    0.18 
 
58,87     6,20 
 

31,86 
70,52    
(6,54)     

(27,66) 
 

33,38 
 Intergovernmental 

transfer 
 
 

1.148.094.090.62
4,00 

 

1.005.660.563.209
,19 

 

95,04 88,09 
                            

(1,71) 
 

Other Local 
Revenues 

17.813.270.108,0
0 

 

15.778.028.247,00 
 

0.69 1,38 
                           

39,47  
 

Total Revenues 
1.231.335.063.34

9,97 
 

1.141.591.257.349
,18 

 

100.00 100.00 5,05 

 
Source :  DPPKAD Musi Rawas (Local Office of  Revenue, Finance Mnagement and Local Asset) 
 
In respect of local government expenditures, table 2 shows that local revenues are 
higher than local expenditures over the period 2010-2014, which produce a budget 
surplus. The fiscal surplus fluctuated with the maximum surplus of Rp 188,5 billions in 
2013 and the minimum surplus of Rp. 24,2 billions in 2010 (table 1). The big surplus in 
2013 may relate to local government efforts of intensifying the collection of local taxes 
in the beginning of 2012. However, in respect of growth, the growth of local 
expenditures (5,62 % per year) seems to be higher than local revenues ( 5,05 % per 
year) over the period 2010 - 2014. 
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Table 2  
Trends in Local Government Expenditures and Revenues 

( Rp. ) 
 

Year Expenditures Revenues Fiscal Gaps 

2010 1.014.021.060.425,00 
 

1.001.484.266.579,20 
 

-12.536.793.845,80 
 

2011 1.115.313.620.910,00 
 

1.231.335.063.349,97 
 

116.021.442.439,97 
 

2012 1.214.727.752.512,00 
 

1.332.838.864.099,65 
 

118.111.111.587,65 
 

2013 1.455.129.303.161,00  
 

1.514.399.336.229,80  
 

59.270.033.068,80 

2014 
1.219.190.469.093,70  

 

 1.141.591.257.349,18 -77.599.211.744,52 
 

% annual growth 
(Point to Point) 

5,62 % 5,05 %  

Source : As for Table 1 
In relation to local government own revenues, these  revenues consist of local taxes, 
charges, profits from local enterprises and other local own revenues (Law Number 23 of 
2014). In Musi Rawas, local taxes is one main source of local government own revenues. 
Of total local own revenues Rp 42,7 billions in 2010, 14,61  % came from local taxes  and 
the rest of 85,39 % came from local charges,  profits from local enterprises and other 
local own revenues (Table 1). This proportion increased significantly in 2014, becoming  
38,16  %  and  grew at 70,52  % per year over the period  2010-2014.  
Of the teenth local taxes listed in Table 3, street-lighting tax, Tax on Non-Metal Mineral 
and Rock, and Excise/Tax for Acquiring Right on Land and Building  are three main 
sources of local own revenues. The three taxes together accounted for 97,74 % of local 
tax revenues  in  2010 and decrease slightly becoming 93,33 %  in 2014. The other 
important tax is Rural and Urban Land and Building Tax which contributed 5,30 % in 
2014. This kind of local tax was levied firstly in 2014 by Musi Rawas District. 
 
4,1, Improving Local taxes  
Local financial capacity constitutes one of several indicators to look at the readiness of 
local government in implementing local autonomy. One thing local government can 
perform to enhancing its financial capacity is the improvement of local own revenues. 
In Musi Rawas, the role of local own revenues is still relatively small as a source of local 
revenues, including intergovernmental transfers, and only accounted for around 6 % in 
the last five years. The bulk of local revenues still depend on central government 
tranfers, which are about 86,17 %, and provincial government transfers (around 2%). 
This heavy financial dependence, of course, would have adverse implications for the 
efficiency and accountability of local government in carrying out its functions. 
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Table. 3 
Revenues from Local 

Taxes (Rp.) 
 

 
Type of Local 

Taxes 
2010 2014 

% 
Shares 
2010 

% 
Shares 
2014 

% 
Growth 
2010-
1014 

1 Restaurant Tax 
52.308.500,0

0 
386.825.962,00 0,84 0,84 77,64 

2 
Entertainment 
Tax 

1.750.000,00 2.520.000,00 0,03 0,01 79,89 

3 Advertising Tax 
45.185.306,0

0 
158.074.860,00 0,72 0,34 46,96 

4 
Street Lighting 
Tax 

2.043.917.71
0,54 

5.663.588.393,00 32,75 12,35 30,46 

5 
Tax on Non-Metal 
Mineral and Rock 

4.056.860.59
0,00 

4.974.209.065,00 65,00 10,85 7,34 

6 Parking Tax 
21.099.000,0

0 
30.013.020,00 0,34 0,07 10,94 

7 Ground Water Tax 0 25.045.738,00 0,00 0,05  

8 
Tax on Swallows’  
Nests 

20.539.000,0
0 

25.560.000,00 0,33 0,06  5,88 

9 
Rural and Urban 
Land and Building 
Tax 

0 2.430.253.503,00 0,00 5,30  

10 
Excise/Tax for 
Acquiring Right on 
Land and Building. 

0 
32.152.881.288,0

0 
 0,00 

70,13 
 

 

 Total 
6.241.660.10

6,54 

 
45.848.971.829,0

0  
 

100 100 
 

70,52 
 

 
Source : As for Table 1 
In Musi Rawas, local taxes are the second important source of local own revenues, of 
which they accounted for Rp. 45,85  billions or 38,16  %  of local own revenues in 2014. 
They grew at 70,52 % annually between 2010 and 2014 (Table 4) - ahead of inflation 
rate in Musi Rawas (around 7,97 % per year) and population growth in Musi Rawas 
(around 1.5 % annually) and also  the growth of Gross Regional Domestic Product 
(GRDP) per capita at current price (5,21 %) over the period 2010 - 2014. It means that 
local taxes are elastic in relation to inflation, population growth  and  the growth of 
GRDP per capita. 
 
Of the teenth local taxes levied by Musi Rawas local government, taxes on Street 
Lighting,  Non-Metal Mineral and Rock,  and Excise/Tax for Acquiring Right on Land and 
Building are the most important source of revenues. They together contributed 93,33 %  
to local tax revenues in 2014. The four type of taxes will be examined as follows: 
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4.1.1. Street-lighting Tax 
Street-lighting tax is the third biggest yielding local tax. The tax is levied on every user 
of the state electricity corporation (PLN) or own produce. In 2010, it yielded Rp 2,04  
billions, which represents 32,75 % of local taxes with the growth rate of 30,46 % per 
year over the period 2010-2014 (Table 5). Comparing to inflation rate, population 
growth and the growth of GRDP per capita, tax on street lighting is elastic. 
 
The tax is relatively easy to administer, since it is collected as a surcharge on the 
electricity consumption bill drawn up by the PLN. This tax is also politically acceptable, 
even though there may be some complaints, especially electricity consumers in village 
areas, about the concentration of street-lighting in town area. In terms of equity, the 
street-lighting tax may have no serious equity problem since it is levied on users of 
state electricity in accordance with installed capacity and consumption. The rich 
usually pay tax more than the poor, since the former generally installs higher capacity 
and consumes more than the later. However, the concentration of street lighting in 
the town area may raise the problem of geographical equity because people in the 
town area, whether they pay more tax or less, tend to get more benefits from street 
lighting than in the village areas. 
From economic efficiency angles, the tax may have little problem. The current tax rate 
of 10 % for households and 3 % for industries (Regional Regulation Number 7 of 2011 
on Street-lighting Tax)  perhaps distort the pricing policy of PLN. The PLN may have 
difficulties in setting the tariff of electricity on the basis of its marginal cost. However, 
Shah and Qureshi (1994) mentions that the efficiency effect of the tax may not be 
serious at the rate of 15%. The pricing policy of PLN might be disturbed at the rates 
beyond 15%. 
 
4.1.2. Non-Metal Mineral and Rock Tax 
Non-Metal Mineral and Rock Tax, which is levied on activities in the removal of non-
metal minerals and rocks, constitutes the second largest yielding local tax in Musi 
Rawas. In 2010, the tax accounted for Rp. 4,05 billions, which represents 65 % of local 
taxes. It grew at 7,34 % annually between 2010 and 2014 (Table 5) - substantially below 
the inflation rate and the growth of GRDP per capita, but ahead of population growth. 
 
Tax collection costs are relatively low, since the tax is generally (and practically) 
collected from the use of non-metal mineral and rock by contractors. It is rarely levied 
on activities covering the removal of non-metal and non-rock minerals. The 
contractors that use material of  non-metal and non-rock in their activities, which are 
especially financed by government budget, are levied by this type of tax. The tax may 
have no significant problem of equity because the tax burden relates to the amount of 
using non-metal mineral and rock. The tax also has low political costs, since it is easy 
to collect from the payment of local government project. In terms of economic 
efficiency, such a tax seem have no serious economic efficiency effects. The current 
tax rate is 25 %, based on Regional Regulation Number 3 of 2011 about Tax on Non-
metal Mineral and Rock. 
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Table 4 
Performance of Local Government Own Revenues 

 (Rp.) 

N
u 

Classification 
of Revenues 

2010 2014 
% Shares 

2010 
% Shares 

2014 
% Growth 
2010-2014 

Compared to 
inflation rate 

(7,97 %)* 

Compared to 
population 

growth 
(1.5%)** 

Compared to 
the growth of 

GRDP 
(11,27%)*** 

1 Local Taxes 6.241.660.106,54 45.848.971.829,00 17,46 38,16 70,52 elastic elastic elastic 

2 Local Charges 5.223.033.085,24 3.121.948.390,00 21,21 2,60 (6,54) inelastic inelastic inelastic 

4 Profits from Local 
Enterprises 

5.899.211.462,73 
 

453.024.345,80 9,02 0,38 (27,66) inelastic inelastic inelastic 

5 Other revenues 25.349.111.123,69 70.728.721.328,19 52,31 58,87 33,38 elastic elastic elastic 

 Total Own Revenues 42.713.015.778,20 120.152.665.892,9
9 

100,00 100,00 31,86 elastic elastic elastic 

 
Source :  DPPKAD Musi Rawas (Local Office of  Revenue, Finance Mnagement and Local Asset) and 
Bappeda Musi Rawas 
           (Regional Development Planning Board)/ Kantor BPS Musi Rawas (Local Office of CBS)  
Note   :    * Average inflation rate in Musi Rawas between 2010 and 2014 
             ** Average population growth in Musi Rawas between 2010 and 2014 
            *** Average growth of GRDP (Gross Regional Domestic Product) per capita in Musi Rawas 
between 2010 and 
              2014 at current price. 
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Table. 5 
Performance of Revenues from Local Taxes (RP) 

Nu Type of Local Taxes 2010 2014 
% 

Shares 
2010 

% 
Shares   
2014 

% 
Growth 
2010-
2014 

Compared 
to inflation 
rate (7,97 

%)* 

Compare to 
population 

growth 
(1.5%)** 

Compared to 
the growth of 

GRDP(11,27%)**
* 

1 Restaurants Tax 52.308.500,00 386.825.962,00 0,84 0,84 77,64 
 

elastic elastic elastic 

2 Entertainments Tax 1.750.000,00 2.520.000,00 0,03 0,01 79,89 
 

elastic elastic elastic 

3 Advertising Tax 45.185.306,00 158.074.860,00 0,72 0,34 46,96 
 

elastic elastic elastic 

4 Street Lighting Tax 2.043.917.710,54 5.663.588.393,00 32,75 12,35 30,46 
 

elastic elastic elastic 

5 Tax on Non-Metal Mineral and 
Rock mineral and  

4.056.860.590,00 4.974.209.065,00 65,00 10,85 7,34 
 

inelastic elastic inelastic 

6 Parking Tax 21.099.000,00 30.013.020,00 0,34 0,07 10,94 
 

elastic elastic inelastic 

7 Ground Water Tax  0 25.045.738,00 0,00 0,05  
  

   

8 Tax on Swalows’ Nest 20.539.000,00 25.560.000,00 0,33 0,06 
 

5,88 
 

elastic elastic inelastic 

9 Rural and Urban Landand 
Building Tax 

0 2.430.253.503,00 0,00 5,30     

10 Excises/Tax for  Acquiring Right 
on Land and Building 

0 32.152.881.288,00  0,00 70,13 
 

709,05 
 

elastic elastic elastic 

 Total 6.241.660.106,54 45.848.971.829,00 100 100 70,52 
 

elastic elastic elastic 

Source and Note : As for Table 4 
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4.1.3. Excise/Tax for Acquiring Right on Land and Building 
Excise/Tax for Acquiring Right on Land and Building is the largest yielding local tax. The tax 
is levied on acquirement of right on land and/or building. Based on Law Number 28 of 
2009, Acquirement of Right on Land and/or Building shall mean a legal action or event 
resulting in the acquiring of right on land and/or building by a private person or Entity. In 
2014, the tax accounted for Rp. 32,15 billions, which represents 70,13 % of local tax 
revenues. It grew at 709,05% annually between the period 2011-2014 (Table 5), 
substantially above inflation rate, the growth of population and the growth of GRDP per 
capita. This type of tax was firstly levied in 2011 by Musi Rawas District (Regional 
Regulation Number 4 of 2011 on Excise/Tax for Acquiring Right on Land and Building).  This 
performance of tax yield may relate to the Acquiring Right on Land and Building  of  big 
plantations, such as PT. London Sumatera Plantation. 
The tax presents no particular equity issues, since the burden of tax is private persons or 
entities acquiring rights on land/or buildings. The amount of acquired value on un-taxed 
tax objects is determined to be 60 millions rupiah for each taxable subject. This tax may 
also have no economic efficiency problems, and is relatively easy to implement. 
 
4.1.4. Other Local Taxes 
The other local taxes represents 6,67 % of local tax revenues in 2014. Even, some of them, 
such as Restaurants Tax , Entertainments Tax, Advertising Tax, Parking Tax, Ground Water Tax 
and Tax on Swalows’ Nest, contributed less than 1% of local tax revenues respectively. 
These local taxes may not be adequate as local taxes, even though some of them are elastic 
in relation to inflation, population growth and the growth of GRDP per capita. 
 
4.2. Scope for Improving Local Taxes  
Considering the above performance of local taxes in Musi Rawas over the period 2010 - 
2014, an effort of increasing further their yield needs to be performed immediately in 
order to reduce the financial dependence of local government on the centre. Raising the 
revenue yield from local taxes could be carried out through improving administration, 
reducing potential constraints and providing various incentives. 
 
4.2.1. Improving Tax Administration  
As stated in the previous section, of the teenth local taxes levied by local government, 
there are only a few which contribute significantly to the total tax revenues. Most local 
taxes only contribute in a small proportion, less than 1% One desirable improvement of 
local taxes would be through creating a better tax administration, including tax 
identification/registration, assessment, collection and tax enforcement The recent 
initiative to improve local revenue administration is through improvement local tax base, 
development of a management tool and provides guidelines for tax administration. These 
efforts may raise the yield of local taxes.  
 
Regarding tax identification and registration, the improvement could be through carrying 
out periodic field surveys and unifying tax roll which cover all tax objects and subjects. 
These periodic field surveys are needed particularly to check that all tax objects are 
registered and to keep the tax register current. A unified tax roll would facilitate 
identification, economise assessment and to permit cross-checking on payments (Devas, 
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1989). Besides that, raising coordination with other local offices may also be important to 
identify the new tax objects. The information of new business permits could be used to 
identify the new taxpayers. 

 
Considering tax assessment, the present system of assessments, apparently, still open the 
scope for collusion between taxpayers and assessors or collectors. In the case of restaurant 
tax, for example, the amount of tax is usually determined on the basis of spot-inspection 
during three days. This method of assessment, of course, would open the scope for 
negotiation between tax officer and taxpayer about the amount of tax per month. The tax 
officer, for example, would report the restaurant turnover incorrectly to reduce a burden 
of taxation with the expectation of getting pecuniary benefits from the taxpayer. To 
prevent or reduce the possibility of collusion, the possible ways could be clearly publishing 
tariff rates, rotating assessment staff regularly, using standards and norms for assessment 
of certain activities, cross-checking and spot-checking by senior officials (Devas, 1989). The 
rotation of tax officers, especially the tax assessors, and the desire of senior officials to re-
check on the spot could prevent or, at least, reduce the possibility of bargaining between 
tax officers and taxpayers. Administrative sanctions, such as the postponement of incentive 
payment,   for tax official who committed a collusion could also be used to reduce the 
scope of collusion. 
 
In Musi Rawas, the recent performance of existing local taxes may reflect the method of 
collection which have not been effective yet. The reluctance of tax collectors to give stiff 
warnings for delinquent taxpayers, for example, may be one of many factors which make 
tax collection less effective in this region.  To improve the tax collection, Bland (1989) 
suggests several strategies, both current taxes and delinquent taxes. Improving the 
collection of current taxes could be carried out   by using several ways such as keeping 
taxpayer records current, building tax payer goodwill through more convenient collection 
points and office hours, and applying penalties that discourage delinquent payment. A 
system of payment through local post office and banks may facilitate for tax payment and 
have relatively small collection costs as well. To improve the collection of delinquent taxes, 
the strategies are such as pursuing  the delinquencies immediately and aggressively, 
increasing the intensity and urgency of each successive notice to delinquent tax payers, 
publishing in a newspaper names of delinquent tax payers and the amount owed, using 
small-claims court for minor delinquency cases.   Some of these strategies have been 
implemented in Musi Rawas, but their effectiveness may need to be increased. 
Comparative studies to other local authorities which are successfully implemented the 
above strategies may be important to wide staff perception and experiences. However, 
those studies should be selective to get maximal benefits and minimise their costs. 

 
4.2.2. Reducing Constraints  
The constraints commonly faced by local government in attempting to increase the yield 
of local taxes include legal/political constraints, administrative constraints and technology 
constraints. The existing law which regulates about local taxes, Law Number 28 of 2009, 
becomes a main constraint for local government in attempting to improve the yield of 
local taxes. The law limits the type of taxes which local government can levy and provides 
various limitations on activities which can not be taxed such as the basic items for daily 
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life and the local tax can not be barrier to the transportation of commodities. These 
limitations make the object of local taxes very limited. 
 
In addition, the requirement of central approval for every changes of local tariff and local 
taxes is also another constraint. This requirement would not provide incentives for local 
government to make frequent changes of local tariffs and tend to limit local flexibility in 
attempting to raise the yield of local taxes. Central political will to provide local 
government a little discretion in setting local tariffs would reduce this constraint. It might 
also be important to permit local government some very limited powers to introduce local 
taxes (Devas,1989). 

 
Lack of computer skills for local tax administrative personnel may also be constraint in 
every effort of using computer facilities to ease tax administration. Intensive computer 
training program is very important to increase their capability in operating the computers. 
This program, of course, needs high administration costs in the beginning, but the costs 
usually decrease in line with the increase of computer skills. 
 

4.2.3. Providing Incentives 
Providing various incentives to taxpayers and users of public services, administrators and 
local government decision-makers are often effective ways to raise the revenue yield from 
local taxes and charges. To promote tax compliance, local government could provide 
various incentives to taxpayers through giving information to them about the benefits of 
paying the taxes and charges, the penalties for non-compliers, and providing the 
allowance of discounts for those who pay on time. Providing information to taxpayers is 
quite important to convince them that the yield of local taxes and charges will be used to 
finance public services and projects which, in turns, will benefit for them and overall 
community. Generally, taxpayers would pay the taxes or charges voluntarily if they know 
the benefit of paying. A various local media could be used to give the information, such as 
local newsletters, local radio, village community meetings, religious leaders etc. These 
ways are very effective to persuade taxpayers fulfilling their liabilities, and are not 
relatively costly. 
 
In relation to tax enforcement, providing severe penalties for non-compliers are often very 
effective way to force them paying the taxes. Local government could use this way to 
increase tax collections. Inviting the non-compliers in the local revenue office hall and 
giving some explanation to them about the sanctions may not be enough to enforce them 
pay the tax. The real actions from local government, which works together with local 
judiciary, to provide the sanctions are very important. The heavy fines would enforce 
taxpayers paying the taxes on time and would yield income as well. However, local 
government should also pay attention to the economic condition of delinquent taxpayers 
before imposing the heavy sanctions because they may have political costs.  
 
In respect of administrative incentives, pecuniary incentives could be provided for local 
revenue staffs who have done their job well. The incentives would increase their dedication 
and productivity and also promote the other staffs to do their job better. Local government also 
needs to give power and advancement incentives to qualified staffs in order to raise their 
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productivity and retain them in local revenue office. These incentives would prevent the local 
revenue staffs to work outside their job, with the objective of getting additional salaries, and 
may also reduce the scope for collusion to get pecuniary benefits from taxpayers. 

 

5. CONCLUSION 
Local financial capacity constitutes a main variable to measure the degree of local 
government readiness in attempting to implement local autonomy. Financial capacity is 
included as an essential factor since it is an indicator of local capability for financing 
functions based on own sources (self-financing). Strengthening local financial capacity, 
therefore, is particularly important to reduce local financial dependence on central 
government tranfer. The efforts that local government could carry out to strengthen the 
financial capacity are through improving the yield of local own revenues, especially local 
taxes. 
 
In Musi Rawas local taxes are the most significant local revenue source. Local taxes 
constitute the second important source of local own revenues, which accounted for 38,16 
% in 2014. The taxes are elastic in relation to inflation rate, population growth and growth 
of GRDP per capita. Of the teenth local taxes, street-lighting tax, Non-Metal Mineral and 
Rock Tax , and Excise/Tax for Acquiring Right on Land and Building are the most 
significant, and together contributed around 93,33 % of local tax revenues. 
 
Various efforts could be made to increase further local taxes including improving 
administration, reducing constraints and providing various incentives. Improving 
administration consists of the improvement of identification/registration, assessment 
collection and enforcement Tax identification/registration could be improved through 
carrying out periodic field surveys, unifying tax register, and raising co-ordination with 
other local offices and departments. The last two efforts may have lower financial costs 
than the first one. However, the cost of surveys could be minimised if local government 
prioritise the surveys on more productive local taxes. 
Improving tax assessment could be done by clearly publishing tariff rates, rotating 
assessment staff regularly, using standards and norms for assessment of certain activities, 
cross-checking and spot-checking by senior officials, and publishing tax assessment. 
Regarding the cost of implementation, most of these efforts may have relatively low costs. 
In publishing tax rates, for example, local government could use some local media such as 
newsletters, brochures, public meetings, etc. The cost of spot-checking could be 
minimised by reducing or eliminating the spot-checking on small and unproductive local 
taxes, and concentrating on some of high productive taxes. 
 
To improve tax collection, the efforts could be keeping taxpayer records current, building 
tax payer goodwill through more convenient collection points and office hours, pursuing 
the delinquencies immediately and aggressively, increasing the intensity and urgency of 
each successive notice to delinquent tax payers, and publishing in a local newsletters or 
newspaper names of delinquent tax payers and the amount owed. These efforts may 
have relatively low costs in terms of financial and political. Most of them have been 
implemented successfully in most urban governments , but they, apparently, have not 
been implemented effectively and systematically yet in most rural local governments, 
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including Musi Rawas. Comparative studies to other local governments which succeeded 
in the implementation of the above efforts may be very important, but the studies should 
be selective since they tend to be costly. 

 
Central government political will for providing local discretion in determining the tariff and 
reviewing it periodically is very desirable, since it would facilitate mobilisation of local 
revenue sources, especially local taxes. Local government should be given a greater 
discretion in changing the tariff of taxes regularly to accommodate the increase of local 
expenditures and the growth of economy.  
 
Providing various incentives to taxpayers, administrators and local government decision-
makers are often effective to promote tax compliance and staff productivity. To promote 
tax compliance, local government could provide various incentives to taxpayers such as 
giving information to them about the benefits of paying the taxes, the fines for non-
compliers, and providing discounts for those who pay on time. Enforcing severe penalties 
for non-compliers and fines for late payments is necessary to enforce payment of taxes 
and charges. The fines would also give additional revenues provided that they are put into 
a local government account. Moreover, linking the provision of public services with tax 
payments is also an effective way to enforce taxpayers paying the taxes. This way would 
also reduce collection costs, since they usually pay directly to local revenue office. 
Providing reward or certificate for the five biggest taxpayers could be done to give 
appreciation for them and to promote the other taxpayers paying the taxes. Finally, in 
respect of administrative incentives, pecuniary incentives could be provided for local 
revenue staffs who have done their job well. However, the incentives should not be too 
high, because they will raise administration costs. The pecuniary incentives are necessary 
to promote their working spirit and productivity which, in turn, would increase the yield of 
local taxes. 
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The Influence of Ownership Structure and Leverage Disclosure Of Corporate Social 
Responsibility In Manufacturing Company Listed Indonesia Stock Exchange 
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ABSTRACT 

 
 

This study aimed to determine the effect of the ownership structure of management, 
institutional ownership, foreign ownership and leverage on the disclosure of corporate 
social responsibility on companies listed in the Indonesia Stock Exchange. Populations of this 
research were 125 companies listed in the Indonesia Stock Exchange during the period 2009 
- 2012. By using purposive sampling method acquired 41 companies as the final sample for 
each its period. Testing the hypothesis in this study used multiple linear regression analysis. 
The test results demonstrate the assumptions of classical regression model did not 
experience classical assumptions. Hypothesis testing results showed that the ownership 
structure of management, institutional ownership, foreign ownership had a significant 
effect on the disclosure of corporate social responsibility, while leverage no significant 
effect on the disclosure of corporate social responsibility. 
 
Keywords : Disclosure of corporate social responsibility, ownership structure, 

management, institutional ownership, foreign ownership and leverage. 
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INTRODUCTION 
1. Background 
In the conventional accounting (accounting mainstream), the center of attention served 
companies are stockholders and bondholders, while the other party is often overlooked. 
Today the demands for more and more companies are expected the greater. The company 
does not only concern with the interests of management and owners of capital (investors 
and creditors), but also employees, customers and society. The company has a social 
responsibility to parties outside the owners of capital. But management and owners of the 
company sometimes miss it on the grounds that they do not contribute to the survival of 
this company. The case cause to the company's relationship with its environment which is 
non-reciprocal transactions between the both of them do not give rise to reciprocal 
achievement (Anggraini, 2006). 
 
Changes in people's views, investors and governments encourage companies to make a 
strategy, among others through eco-friendly claims. Eco-friendly claims this is a form of 
corporate social responsibility which is not restricted only to the improvement of the 
activity of the composition, quality and safety of products, but also in engineering and 
production processes and the use of human resources. In recent times, the debate on the 
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disclosure of corporate social responsibility has become increasingly important in social 
accounting and corporate governance. 
 
Corporate Social Responsibility (CSR) is an accounting concept that emphasizes corporate 
responsibility towards the environment and society. CSR arise as a result of the existence of 
companies that activities often have a negative impact. In broad terms, the company's social 
environment includes all activities related to the public, employees, environment, 
government and consumers. In a narrow sense, the social environment is more inclined to 
understanding the company's employees, so that corporate social responsibility is more 
focused on the welfare of its employees (Nur, 2003). 
 
According to Andi Firman (2007) social responsibility is a concept that learns social and 
environmental responsibility by companies to the general public, especially in the area it 
operates. Social responsibility can be a program that provides working capital assistance 
software for farmers, fishermen, and small businesses, scholarships for students, especially 
poor and achievement, improvement of road infrastructure, school buildings, means of 
religious and sports, education and womanhood training and youth, as well as the 
empowerment of indigenous peoples. 
 
If CSR practices and disclosures are done continuously by company will provide many 
benefits for the company itself. The involvement of companies on social responsibility can 
increase access to capital, improve financial performance, reduce operating costs, improve 
the image and reputation, increasing the sold and customer loyalty, and improve 
productivity and quality (Nur, 2003). 
 
The entrepreneur basically argued that CSR should not be enforced because it is voluntary 
and become part of corporate strategy. Requiring the company set aside CSR violate human 
rights (HAM) and harm the interests of the shareholders because it will increase the cost 
(costs) and lower corporate profits. Profit decline impact on the amount of dividends 
received by shareholders and the company's equity (Rawi, 2010). However, in practice often 
a company that has operated both directly related to the extraction of resources and 
production processes generate waste for society, often companies ignore the social 
responsibility they should do to the people affected by the company's operational activities. 
So, we need clear rules of government that regulates the company to perform their social 
responsibility to the community. 
 
In Indonesia, the practice of CSR has received considerable attention. This is motivated by a 
variety of cases such as deforestation, increased pollution and waste, poor quality and 
safety of products, the exploitation of natural resources redundant, and so on. Besides the 
exclusion of some government regulations and also encourages the practice of CSR in 
Indonesia, One of them is the Limited Liability Company Act No. 40 of 2007, Articles 66 and 
74. Article 66 paragraph (2) section c shows that in addition to financial reports, the 
company is also required to report on the implementation of social responsibility and 
environment. Section 74 contains the obligation to carry out social and environmental 
responsibility for companies whose business activities related to natural resources. 
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The purpose of the issuance of the Act, other than to encourage CSR practice and disclosure, 
as well as to meet the demands for the application of governance in order Good Corporate 
(Nur, 2003). Disclosuring (pengungkapan) of aspects of social, ethical, environmental, and 
sustainability now became a way for companies to communicate form of accountability to 
stakeholders. Sustainability reporting as recommended by the Global Reporting Initiative 
(GRI) is focused on three aspects, namely economic performance, environmental and social. 
The three of these aspects are known as Triple Bottom Line. The form of this report is 
expected to have a positive relationship between CSR and Corporate Financial Performance 
(CFP) (Murwaningsari, 2006). 
 
Besides the disclosure of corporate social responsibility is demonstrated compliance with 
Stakeholder Theory and Agen Theory. Theory basically states that the existence or survival 
of a company is influenced by stakeholders comprising cider consumers, the public, 
employees, government, creditors, and society governmental organization. This social 
accountability requires people to consider the interests of all parties affected by its actions 
(Riyadi, 2008). Agency theory is a theory that explains the contractual relationship between 
the parties to delegate certain decisions (principal / owner / shareholder) with those who 
received the delegation (agent / directors / management). Agency theory stresses the 
importance of company owners (shareholders) handed over the company to the 
management of professional personnel (agents) are better understood in running the 
business day-to-day. This theory comes after the phenomenon of ownership of the 
company with management, particularly at large companies are modern (Khirandy, 2008). 
 
According Rosmasita (2007) the implementation of CSR activities can not be separated from 
the general application of Good Corporate Governance. Common guidance of GCG 
Indonesia declares that the purpose of corporate governance is to back up emergence of 
consciousness and corporate responsibility and environmental to societies around. The one 
factor of corporate governance influence for the implementation of CSR is ownership. A part 
of structure of the studies provides sufficient evidence regarding the influence of ownership 
structure of CSR disclosure. This is in line with the principle of transparency that companies 
with foreign ownership and high institutions will have a higher pressure to disclose his 
activities with the reasons for market shares. 
 
Fama (1983), state that the value of the company will be reflected in the market price of its 
shares. The unification of the interests of shareholders, debtholders, and management that 
are parties who have interests in the company's goals often creates problems (agency 
problem) .Agency problem can be influenced by the structure of ownership (ownership and 
management of institutional ownership). The ownership structure by some of the research 
is believed to influence the course of the company, which in turn affects the program of 
corporate social responsibility in achieving the company's goal, is the maximization of 
corporate value. 
 
Ownership structure management is special gain at the expense of other shareholders CSR. 
The ownership structure of capital should play a role in determining the amount of 
expenditure of CSR. Demsetz (1983) and Fama and Jensen (1983) state, a high level of 
management ownership tends to stay afloat, where management to perform CSR program 
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with ease. The other hand, if spending on CSR is at a level which can reduce the value of the 
company, the higher management ownership would bear the costs associated with CSR 
programs. Shleifer and Vishny (1986), state that the largest shareholder has significance in 
monitoring the behavior of managers in the company. 
Foreign ownership of the company's shares has major stakes in the disclosure of corporate 
social responsibility. Foreign ownership will provide greater pressure for companies to 
disclose social responsibility. This is because the foreign parties are not only risking the 
reputation of the company, but also risked the reputation of the State of origin (Puspitasari, 
2009). 

 
The composition of capital or financing companies influences social responsibility disclosure. 
For example, Belkaoui and Karpik (1989) assumes the financial arrangements are restrictive, 
that the approval of the company's debt could limit transfer of wealth by management 
between shareholders and debtholders, and proposed the hypothesis if a large debt, social 
activities and disclosures associated with possible reduced. Then they examined the 
relationship between leverage (total debt / total assets) and social responsibility disclosure. 
Their results support the hypothesis that higher leverage has a negative relation to CSR. 

 
Hasibuan (2001) stated that the high ratio of public ownership is predicted to do the level of 
disclosure is more; it is attributed to pressure from shareholders, in order that the company 
pays more attention to its responsibility towards society. Sembiring (2003) states that public 
ownership and leverage significant negative effect on the disclosure of corporate social 
responsibility. While Prayogi (2003) states that the greater the percentage of ownership of 
the wider public in a voluntary disclosure in annual financial statements, disclosure of 
leverage does not affect the social life of the company influence the social disclosure. 

 
Disclosure of CSR information in the annual report is one way companies to build, maintain, 
and legitimize the company's contribution in terms of economic and political. Research 
Basamalah et al (2005) which reviews the social and environmental reporting and auditing 
of the two companies in Indonesia, namely PT Freeport Indonesia and PT Inti Indorayon, 
supports the legitimacy prediction theory. By doing social disclousure, the company felt the 
presence and activities are legitimate. The Company seeks justification of stakeholders in 
carrying out its activities, the stronger the position of the stakeholders, the greater the 
tendency of companies to adapt themselves to the wishes of its stakeholders. 

 
This study was conducted to examine the relationship of the ownership structure and 
leverage with CSR. The results of which are not consistent from previous studies led to this 
issue has become an inportant topic for examination. This study uses a management 
ownership structure, institutional ownership and foreign ownership. The greater ownership 
structure of management, institutional ownership, as well as foreign parties, so the greater 
pressure discloses social responsibility company. Disclosure of CSR is one medium that is 
used to demonstrate the company's concern to society around. This study expected to 
provide information that the ownership structure of the factors is the one which can be 
considered in CSR for disclosure could enhance the reputation and legitimacy in society. 
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2. Problem Formulation 
Based on the description above, the authors describe the main issues to be discussed 
are: 
1. How does the ownership structure of management on the disclosure of corporate 

social responsibility? 
2. How does the structure of institutional ownership on the disclosure of corporate 

social responsibility? 
3. How does the structure of foreign ownership on the disclosure of corporate social 

responsibility? 
4. How does the level of leverage on corporate disclosure social responsibility? 
 

3. Research Objectives 
This study aims to identify and analyze: 
1. Effect of ownership structure of management on the disclosure of corporate social 

responsibility. 
2. The influence of institutional ownership structure on the disclosure of corporate 

social responsibility. 
3. Effect of foreign ownership structure on the disclosure of corporate social 

responsibility. 
4. Effect of Leverage on the disclosure of corporate social responsibility. 

 
4. Benefits Research 

This study is expected to be useful to: 
1. Contribution to the development of practices is expected to contribute to the 

company's management to provide insight in terms of institutional ownership, 
institutional management, and foreign ownership and leverage effect on CSR, and 
the results of this analysis are also expected to raise awareness of the importance of 
corporate conduct corporate social responsibility. 

2. Contribution to the development of theory of this study is expected to be used as a 
reference for future research, especially in the field of accounting for the effect 
strutur management ownership, institutional ownership, foreign ownership and 
leverage on the disclosure of CSR. 

 
II. LITERATURE REVIEW 
1. Stakeholder Theory 
Stakeholders are the parties interested in the company that could affect or be affected by 
the activity of the company. The organization has many stakeholders such as employees, 
community, country, suppliers, capital markets, competitors, industry bodies, foreign 
governments and others. Widodo and Anis Chariri (2007) states that the company's survival 
depends on the support of stakeholders and the support must find that the activity of the 
company is to seek the support. The more powerful stakeholders, the greater the company 
to adapt, Social disclosure are considered as part of a dialogue between the company and 
its stakeholders. Stakeholders can basically control or ability to influence the use of 
economic resources used by the company. Therefore the powers of stakeholders are 
determined by the size of the power they have over the source. The power may be the 
ability to limit the use of limited economic resources (capital and labor), access to 
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influential media, the ability to manage the company, or the ability to influence the 
consumption of goods and services produced by the company (Deegan, 1997). 

 
Stakeholder theory is used strictly in a direction of a centralized organization (centered-way 
organization). Gray et al (1997) argued that the stakeholder theory is basically a pressure-
based approach to the market (market forces approach), where the provision or withdrawal 
of economic resources will determine the type of social and environmental disclosure at a 
particular point in time. They are convinced that stakeholder theory ignores the effect of 
the general public towards the provision of information in financial reporting, including the 
presence of laws and regulations that require the disclosure of certain information. 
 
2. The Agency Theory 
Agency theory explains the agency relationship between the two parties where one or 
more person (principal) employs another person (the agent) to carry out services on behalf 
of those that involve the delegation of decision-making authority to the agent (Jensen and 
Meckling, 1976). Difference in interest between the two parties can lead agency conflict. 
This conflict occurs because of the possibility of the agent did not act in accordance with 
the interests of the principal. In addition, conflicts arise due to the imbalance of information 
held by the principal and agent or often referred to as the asymmetry of information. 
Imbalance on this information can provide an opportunity for managers to perform actions 
such opportunistic earnings management. Conflict of interest between principal and agent 
will cause the cost of agency (agency cost). 

 
Leverage the company will determine the action to be taken by the management, the 
higher the leverage of the company, the management will take a logical step in the 
management of funds so that the target can be achieved by the company they keep. So that 
the compensation promised to the owners of the management can still be realized. 

 
Management ownership of the shares of the company would affect agency costs occur. The 
management also as the owner will act more realistically in the disclosure of corporate 
social responsibility, with kepmilikan them on the company, then management is not just 
thinking about the achievement of the targets imposed by the company, but also will 
emphasize the importance of disclosure of corporate social responsibility in order to create 
value good in the public eye. Improvement of the good name of the company is expected to 
be able to have a positive impact on the company's operations. 
 
3. Legitimacy Theory 
Legitimacy theory says that the organization is continuously trying to ensure that they are 
carried out in accordance with the limits and norms of the community where they are 
located. Legitimacy can be considered as the perception or assumption that the actions 
performed by an entity is an action that is desirable, appropriate or in accordance with a 
system of norms, values, beliefs and definitions developed socially (Suchman, 1995). 

 
Companies increasingly realize that the survival of the company depends on the company's 
relationship with society and the environment in which it operates. This is in line with the 
legitimacy theory which states that the company has a contract with the public to perform 
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its activities based on the values of justice, and how companies respond to various interest 
groups to legitimize the actions of the company (Tilt, 1994, in Haniffa et al, 2005). If there is 
a misalignment between the value system of the company and the value system of society, 
the company's loss of legitimacy, which would further threaten the survival of the company 
(Lindblom, 1994, in Haniffa et al, 2005). 

 
Basically disclosure of corporate social responsibility aims to demonstrate to the 
community social activities undertaken by the company and its effect on society. Viewed 
from one side, the goal is to have good intentions. But the explanation for the disclosure of 
social theory shows that there are a lot of motivation starts from the interests of managers 
and companies. That ultimate goal of their corporate social disclosure is none other than to 
support the company's main goal in trying to get the maximum profit. Furthermore this 
legitimacy will increase the company's reputation, which in turn will affect the value of the 
company. 
 
Disclosure of social responsibility is a tangible manifestation of the contract the company to 
the public, with social responsibility; the company can provide a positive contribution to the 
development of society, both in terms of economy, education, health and the environment. 
Responsibilities exercised will generate a positive outlook will be companies operation in 
the area. It is expected to be able to increase participation in the development of the 
company. Management ownership in the ownership of the company will increase 
awareness of the importance of corporate social responsibility which is owned by the 
company. Institutional ownership and foreign ownership will also increase pressure on 
companies to implement and reveal the social responsibility of the company. Parties 
outside the company will tend to maintain the good name of the company, due to the 
increase in the company's reputation will improve public confidence in the output produced 
by the company. Increased good name is expected to increase sales of the company which 
will ultimately increase the profit generated by the company, the profit improvement will 
lead to the results of the investments made by institutions and other parties will produce 
good results. 
 
4. Corporate Social Responsibility (CSR) 
Corporate Social Responsibility or CSR is the mechanism for an organization to be voluntary 
to integrate attention to environmental and social into the operation and the interaction 
with stakeholders, which exceeds the responsibility of the organization in the field of law 
(Darwin, 2008). Hackston and Milne (1996) suggest that CSR is a process of communicating 
the impact of social and environment of organization economic activities of interested 
against specific groups on society as a whole. The company's social environment can be 
defined: In a broad sense, company social environment includes all activities related to the 
public, employees, environment, government and consumers. In a narrow sense, the social 
environment is more inclined to understanding the company's employees, so companies 
social responsibelity are more focused on the welfare of its employees. 

 
CSR is the manifestation of concern and sensitivity of the company to participate in 
improving the quality of people's lives and the environment, and is part of the investment 
that supports sustainability of the business developed, inseparable from the long-term 
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strategy. General pattern of CSR in Indonesia is the first group of the contracting authority, 
namely philanthropic institutions or donors and donor funds (corporate, etc.). Second, the 
intermediate groups which institutions / non-profit organizations that manage and 
distribute funds (grant-making institution). The third groups of grant recipients are non-
governmental organizations; groups and other civil society acquire and utilize funds. 
Dauman and Hargreaves in Cahyonowati Nur (2003), divides the area of corporate 
responsibility into three levels, namely: 

 
1. Basic Responsibility is the responsibility arising from the existence of the company, for 

example, the obligation to pay taxes, obey the law, standards of work, and satisfy 
shareholders. 

2. Organizational Responsibility shows the responsibility of the company to meet the 
changing stakeholders such as employees, customers, shareholders and surrounding 
communities. 

3. Responsibility Society describes the stages when the interaction between business and 
other forces in society that is so strong, so the company can grow and develop 
sustainably. 
 

A number of empirical research reported that there are at least five advantages that can be 
achieved if companies practice CSR in a sustainable manner. First, profitability and financial 
performance will be more robust. Secondly, increasing accountability and appreciation from 
the community of investors, creditors, suppliers and consumers. Third, increasing 
commitment, work ethic, efficiency and productivity of employees. Fourth, decreasing the 
vulnerability of social unrest and resistance surrounding communities because they are 
noticed and appreciated the company. Fifth, increasing reputation, corporate branding, 
goodwill (intangible assets) and the value of the company in the long term (Lako 2008). The 
company's responsibilities include issues such as work environment, relationship with the 
surrounding communities, and environmental protection. Conception which describes CSR 
as a fundamental obligation of the corporation (TOR) is the theory of accountability 
(corporate accountibility). In the perspective of this concept, the corporation is held 
accountable for all consequences appearing either intentionally or unintentionally for 
stakeholders (Dellaportas et al, 2005). In particular, the accountability theory states that 
CSR is not just kedermawan activity (charity) or activities of mutual love (stewardship), 
which is voluntary for fellow human beings like to understand the business over the years. 
However, CSR should be understood as an obligation of the corporation's human (TOR) are 
attached and which can drive the life of a business. The reason, 

 
CSR is a logical consequence of the right granted the State (and the public) to a corporation 
to survive and thrive on an ongoing basis in an area of the business environment. 

 
In principle, information about the activities and social and environmental performance 
company CSR had to be presented in the financial statements. The reason, the financial 
statements of the "media" communication of information about the financial position and 
performance of activities of revenues, financing and profit-and-loss in the period to 
stakeholders. The financial statements of the media, stakeholders (investors, creditors, 
suppliers, customers, government and the public) can judge the power, dependence, risk, 
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and sustainability prospects of a company before taking a decision. Therefore, as a medium 
of communication, the financial statements must include information about the investment, 
financing, activity and performance of CSR in order that stakeholders can find information 
about the company as a whole before taking an economic decision. 
 
5. Disclosure of Corporate Social Responsibility 
CSR is the process of communicating the effects of social and environmental over economic 
measures companies in certain groups in society and on society as a whole (Gray, et al., 
1987 in Rosmasita, 2007). Conceptually, the disclosure (disclosure) is an integral part of 
financial reporting. Technically, disclosure is the final step in the accounting process is the 
presentation of information in the form of a full set of financial statements (Yindayani, 
2011). Hendriksen (2000) defined the presentation of a number of information disclosure as 
required for operating optimally efficient capital market. Form of disclosure is essentially 
compulsory (mandatory) and voluntary (voluntary). Company disclosure is both financial 
and non-financial information in order to enhance shareholder value. One of the 
information required to be disclosed is information about the company's corporate social 
responsibility or CSR. 
 
Provisions regarding CSR activities in Indonesia is regulated in Law No. 25 Year 2007 
regarding Investment (Capital Market Law) and Law No. 40 Year 2007 regarding Limited 
Liability Company (Company Law) which states that any company or investor is obliged to 
carry out corporate social responsibility. This provision is intended to support the company's 
relations harmonious, balanced, and corresponds with the environment, values, norms, and 
local culture. 
 
Disclosure of corporate social responsibility or often called social disclosure, corporate social 
reporting, social accounting or corporate social responsibility (Hackston and Milne, 1996) is 
the process of communicating the social and environmental impact of economic activities of 
the company towards a special group concerned and society as a whole , It expands the 
responsibility of the company, beyond its traditional role to provide financial reports to 
shareholders, especially shareholders (Gray et al, 1987). 
 
Disclosure (disclosure) of aspects of social, ethical, environmental and sustainability is a way 
for companies to submit the form accountability to stakeholders. Indonesia's disclosure 
practices of social responsibility is organized by the Indonesian Accountants Association 
(IAI), which is contained in the Statement of Financial Accounting Standards (SFAS) 1 
Paragraph 9, which states stated that in addition to the financial statements, the company 
can present an additional report on the environment. In addition, disclosure of social 
responsibility is also contained in the decision of the Chairman of the Capital Market 
Supervisory Agency (Bapepam) No. Kep-38/PM/1996 and ordinance No. VIII.G.2 of the 
Annual Report which contains about freedom for companies to provide a general 
explanation (such as social activities and charity) of the company, as long as it is not 
misleading and contrary to the information presented in other sections (Murwaningsari, 
2007). 
 



                                                      Transforming Business in Emerging Markets 
 

133 
 

In economic terms, the company will disclose the information if such information can 
enhance shareholder value. By implementing CSR, companies are expected to gain social 
legitimacy and maximize the long-term financial strength. From the aspect of investment, 
investors also have a tendency to invest in companies that have concern for social issues. 
The company will use information about social responsibility as a company's competitive 
advantage. In the aspect of the law, the company must abide by government regulations 
such as the Investment Law No. 25 of 2007 and Law on Limited Liability Companies No. 40 
of 2007 which requires the company to implement its corporate social responsibility. If this 
rule is violated, the company will run the risk of being laid off operations (Yintayani, 2011). 

 
6. Disclosure of Ownership Structure and CSR 
The annual report is one important tool to address the agency problem between 
management and owners. There are potential conflicts of interest between management 
and owners in terms of the extent of voluntary disclosure in the annual report (Marwata, 
2006). For those who do not follow everyday operation of the company, the owner wants 
phrase broadest information. On the other hand, there is a push for management to 
selective disclosure of information because disclosure of the information it contains costs. 
Management will only disclose information if the benefits of disclosure exceeds the cost of 
such disclosure. (Marwata, 2006). 
 
The structure of ownership and control has become the core of modern enterprise theory 
that became the scientific debate since the presentation Berle and Means (1932) and the 
more formal discussion by Jensen and Meckling (1976), which is famous for The Modern 
Corporation and Private Property (Arif, 2006). The separation between ownership and 
control is the root cause of some of the agency problem, so in this case demanded a more 
active role for the owners of the company (Fama and Jensen, 1983). 
One study involving the structure ownership and CSR as a proxy for identifying the factors 
that influence the corporate governance structure is Murwaningsari (2006). In 
Murwaningsari study (2006) showed that good corporate governance is the ownership and 
management of institutional ownership has an effect on the company's performance. 
Besides proving that good corporate Governanceyang observed through the ownership and 
management of institutional ownership has an effect on the disclosure of corporate social 
responsibility. 

 
7. Ownership Structure Management 
Share is a form of long-term financing that does not have a time limit for the return. Stock 
shows proof of ownership of a limited liability company (PT). Shareholders of a company 
are the owner of the company. The responsibility of the owner of the limited liability 
company on the capital deposited or held (Husnan,1998). In view that the management 
agency theory as the party that controls and runs the company can not be trusted to act as 
best as possible for the benefit of shareholders is commonly called the agency conflict. With 
the share ownership by managers, it can reduce the agency conflict in a company. 
Ownership level higher management can be used to reduce the agency conflict. That is 
because the larger the share ownership by managers will increasingly reducing 
opportunistic behavior of managers to maximize personal gain. With so managers will take 
a decision in accordance with the interests of the company, is one of them by disclosing CSR 
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information to improve the image of the company even though he had to sacrifice 
resources for these activities. (Anggraini, 2006). 
 
8. Institutional Ownership Structure 
Composition of share ownership has a significant impact on the company's control system 
(Adhi, 2002). The company's main objectives in financial management are to increase the 
company's value through increasing the prosperity of the owners or shareholders (Gapensi, 
1997). However, as the agency theory (Agency theory), a company that separates 
management functions with functions of ownership will be vulnerable to the agency 
conflict, management as agents, have a tendency to gain as much as possible and this often 
conflicts with shareholders as principal , Basically these conflicts occur because of 
differences in interests between management and shareholders. 
 
The structure of institutional ownership generally can act as parties to monitor the 
company. Companies with large institutional ownership (more than 5%) indicate its ability 
to monitor management. The high level of institutional ownership over the shares of the 
company led to the institution can determine the composition of the company's 
management, so that they can influence the forms of decision to be taken by the 
management. The greater institutional ownership, the more efficient utilization of assets of 
the company and is also expected to act as a deterrent against waste made by 
management. This means that institutional ownership may be driving companies to make 
disclosure of CSR (Machmud, 2008). 

 
9. Foreign Ownership Structure 
Foreign ownership is the number of shares owned by foreigners (foreign) either by 
individuals or institutions against the stock company in Indonesia. So far, foreign ownership 
is a party that is considered to be concerned about the disclosure of corporate social 
responsibility. As is known, the countries in Europe are very concerned social issues eg 
human rights, education, employment, and environment such as the green house effect, 
illegal logging, as well as water pollution. This makes multinational companies began to 
change their behavior in order to maintain the legitimacy of the operation and reputation 
of the company (Rustiarini, 2009). 
 
The higher the percentage of foreign ownership in the manufacturing companies go public, 
the higher the company's ability to perform activities of corporate social responsibility 
disclosure. The results of this study are consistent with research Puspitasari (2009), 
Rustriarini (2009) This is because companies with foreign ownership primarily saw gains 
legitimacy derived from its stakeholders who are usually based on the home market 
(market place to operate) so as to give existence term high Social length (Barkemeyer, 
2007). 

 
10. Leverage 
According to Van Horn (1997) Financial Leverage is the use of financial resources has fixed 
load, the hope will provide additional benefit that is greater than the fixed load, thereby 
increasing shareholder profits. A strong reason to use fixed load is to increase the income 
available to shareholders. 
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Leverage is also a means to encourage an increase in profit or returns the results / value 
without increasing investment. Companies with higher leverage ratios are trying to convey 
as much information as an instrument to reduce monitoring costs for investors. They 
provide more detailed information in the annual report to meet such needs as compared 
with the company lower its leverage. Increased investment is relatively easy when 
companies have liquidity (Jensen, 1986; Zweibel, 1996), while the bond debt may reduce 
investment in expenditure untukCSR. Bank and creditor (lender) have investments in 
companies; they tend to want to return the results of these investments. Gilson (1990) 
states that the Bank in the USA that plays an important role in the organization of the 
company which can replace managers and directors. 
 
Companies that have a higher proportion of debt in the capital structure will have a higher 
agency costs. The higher leverage, the higher the likelihood trasfer wealth from creditors to 
shareholders and managers (Meek et al, 1995). Therefore, companies that have a high 
leverage which have the obligation to meet the information needs of long-term creditors 
(Wallace et al, 1994). With the higher the leverage, which will increase the burden remains 
firm, then for the CSR program to be limited or the higher the leverage, the lower the 
CSR.Hal program is consistent with agency theory where the higher cost of the agency, the 
agent will berusahaan company to reduce costs, so that the targets set by the owner can be 
achieved. 
 
III. HYPOTHESIS 
Based on the study on the background of the problem, the theoretical basis and theoretical 
framework, the hypothesis to be tested in this study are:  

 
H1: The management structure of ownership positively affects the disclosure. 
H2: The structure of institutional ownership positively affects the disclosure of 

Corporate Social Responsibility. 
H3: The structure of foreign ownership has positive influence on corporate disclosure 

SocialResponsibility. 
H4: Leverage negative effect on the disclosure of Corporate Social Responsibility. 
H5: The ownership structure of management, institutional ownership structure, 

foreign ownership structure and leverage positive effect on the disclosure of 
Corporate Social Responsibility. 

 
IV. RESEARCH METHODS 
1. Scope of Research 
Population which is the object of this research is all companies listed on the Indonesia Stock 
Exchange consistently in the financial year 2009 - 2012 which amounted to 125 companies. 
 
Sample selection method used is purposive sampling, namely the selection of samples are 
not random that has the purpose or specific targets (Indriantoro, 1999), the data used 
manufacturing company per 31 Desembertahun 2009 through 2012 that meet the criteria of 
sample selection. 
The criteria were used: 



                                                      Transforming Business in Emerging Markets 
 

136 
 

 
a. The Company publishes annual reports (annual report) from the period 2009-2012 

is complete. 
b. Annual reports (annual report) issued by the company comply with Bapepam-LK. 
c. Have data - complete data related to the variables used in the study. 

 
Here is a sampling carried out in accordance with the requirements of purposive sampling 
has been set. 
 

Sampel Criteria Total Number 

Population Total 125 

The company does not publish the financial report 2009 – 2012 8 

The company has the financial report that is not according to Bapepam-LK 0 

The Data are not complete 76 

Total of Sampel 41 

 
2. Types and Sources of Data 
This research is a descriptive study; the data used secondary data which include 
management ownership structure, institutional ownership, foreign ownership, Leverage. 
Data were obtained from the annual financial statements published on the Indonesia Stock 
Exchange in 2009 until 2012. These financial statements are published the official website of 
each company and / or BEI melalaui Internet (www.idx.co.id). 

 
3. Data Collection Methods 
The data collection method used is the method of documentation of the print and electronic 
media. Data collection begins with preliminary research stage, which conducted a study of 
the literature by studying books - reading books related to the subject in this study. 

 
4. Model Research 
This study uses multiple regression model (Multiple Regression) because it uses more than 
one independent variable. Regression equations models that are created are: 

CSRit INSID.OWNERit = β0 + β1 + β2 + β3 ASINGit INST.OWNERit -β4 Levit + μit 
Where: 
CSR    : Corporate social responsibility 
β0  : Intercept Regresi 
INSD.OWNER  : Kepemilikan Manajemen 
INST.OWNER  : Kepemilikan Institusional 
ASING    : Kepemilikan Asing 
LEV    : Leverage 
µ     : error 
i     : i th unit cross sectional  
t     : Tahun Periode waktu 

 
 
 

http://www.idx.co.id/
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5. Data Analysis Methods 
5.1. Method of Testing 

Tests were performed in this study using analytical methods to help reveal empirically the 
effect of ownership structure, and leverage on the disclosure of CSR in the company's 
annual report. Testing method used is multiple linear regression models. 

 
Multiple linear regressions should have estimates or parameters in the model that is BLUE 
(Best, Linear, and Unbiased Estimator). Therefore, in order to meet the assumptions of this 
study BLUE above, it is necessary to test the regression model as follows: 

 
1. Normality Test 
Normality test aims to test whether the regression model or residual confounding variables 
have a normal distribution, because the t-test and F-test assumes that the residuals follow a 
normal distribution. Tests conducted on the value of normality unstandardized residuals 
from the regression model by using One Sample Kolmogorov-Smirnov Test. Data is 
categorized normal distribution if it generates significance asymptotic value> α = 5%. 
Normal test can also be seen from the Normal Probability Plot showing the data points form 
a linear pattern that is consistent with a normal distribution (Priyatno, 2008). 

 
2. Test Multicollinearity 
Multicollinearity is almost perfect linear relationship or perfect even among some or all of 
the independent variables from the regression model. When this happens, it is not possible 
koefosien regression can be estimated (Gujarati, 2006). 
 
To test whether the model is free from multicollinearity, it can be seen from the VIF. If VIF> 
10, it is considered to have multikolinearitas. If the value of TOL all independent variables in 
the study are greater than 0.10 then it indicates there is no correlation between the 
independent variables. It can also be using Pearson correlations test to detect the presence 
or absence of multicollinearity. If the value of the correlation coefficient R ≥ 0.80, indicated 
the existence of multicollinearity. 

 
3. Test Heteroskidastity 
Another classic problem is the assumption of heteroscedasticity. Heteroskidastity occurs 
when the value of β no longer have the minimum variance and terbaik.Metode made 
through image disseminate the views and values of the residual values of the prediction. If 
the distribution shows a certain pattern, then there has been a heteroscedasticity (Gujarati, 
2006). 
 
4. Autocorrelation 
Autocorrelation is the correlation between the members of a series of observations that are 
arranged in a time sequence (occurring in time series data) or arranged in a series of space 
(cross-sectional data). This assumption implies that the value of sequential disturbance 
factor does not depend on a temporary basis, meaning that disturbance in one observing 
point which is not related to factors other disorders. A good regression model is a regression 
that is free of autocorrelation (non-autocorrelation). Autocorrelation test, the simplest is to 
use the test Durbin Watson (DW). As a rule of thumb value calculated DW 2, considered to 
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show that the model is free from autocorelation (Gujarati, 2006). Besides, it can be detected 
by comparing the statistics with DW DW Table. When Du <Dhit < (4 - Du) then there is no 
autocorrelation. 
 
5.2. Test F 
F-test was conducted to determine the suitability in all models. F value calculation is done 
based on the formula (Priyatno, 2008), as follows: 

F = R2 / (k-1) 
       (1-R2) (n-k) 

 
Decision-making is done by comparing the F arithmetic with F table. If the F count> F table, 
then Ho is rejected or at least there is one slope statistically significant. 
 
Another way to make decisions based on probability F test is as follows: 

• If the p-value <0.05 then Ho is rejected. 
• If the p-value> 0.05 then Ho is accepted. 
 

5.3 Test T 
Ways that can be used to see the significance of each variable is to compare the value 

of sig. the output results with SPSS 15.0 confidence level used in the study (eg, α = 5%). The 
basis of the decision is as follows: 

• If sig <0.05 then Ho is rejected (significant). 
• If sig> 0.05 then Ho is accepted (not significant). 
 

V. RESULTS AND DISCUSSION 
1. Classical Assumption Test 
Classical assumption test done to meet the requirements for using parametric statistical 
methods using Ordinary Least Square, where the data required must be tested on the 
classical assumption of data normality test, multicolinearity test, test and test 
heterocedasticity autocorrelation. 

 
2. Normality Test Data 
The first requirement in order to use parametric statistical tests is data used to be normally 
distributed, testing for testing the data normality assumption of normality with the 
Kolmogorov-Smirnov Test, where the data is considered to be normal if it has a significance 
value above 0.05 results from the calculation of Kolmogorov-Smirnov test Test is as follows. 

 
 
 
 
 
 
 

Table 4.1 
 Tabel Kolmogorov-Smirnov Test 
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Based on the calculation results of the test Kolmogorov-Smirnov Test found that all of the 
dependent variable (CSRI), the independent variable (KepMgt, KepIns, KepAsg and 
Leverage) has significant values above 0.05 so that it can be concluded that the data used in 
this study are normally distributed. 

 
Test for normality using the scatterplot also needs to be used to see if the data was spread 
on the normal line. Scatterplot results can be seen below: 
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Based on data dissemination on the scatterplot above can be seen that the data used in this 
study normal. This spread on the lines indicates that the data in this study digunakand 
normal distribution. 

 
3. Test Data Multicolinearity 
Subsequent testing is to test the multicollinearity, where this test aims to determine 
whether there is a relationship between the independent variables in the research model. 
Parametric statistical tests using Ordinary Least Square requires that there is no relationship 
between the independent variables in this model.Pengujian done by using the value of 
Variance Inflation Factor (VIF) in which the independent variables do not have a relationship 
with the other independent variables if it has a value of VIF under 10. Results calculation is 
as follows: 
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Tabel 4.2 
Variance Inflation Factor 

 
Based on Table 4.2 it can be seen that for all the independent variables have VIF fewer than 
10 so it can be concluded that the data did not have problem multicollinearity. 
 
4. Test heterokedastisitas 
 
Heterokedastisitas test is to examine whether there is inequality variant of residuals for all 
observations on regresi. Model test is done in order to meet the requirements in using 
parametric statistical tests in which one of the requirements is to avoid problems of 
heterokedastisitas. 
Heterokedastisitas testing is done using scatter plots. 

 
Based on the above scatterplot picture can be seen that the distribution of data is spread 
evenly above and below the axis 0, so that it can be concluded that the data is not having 
problems heterokedastisitas. 
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5. Test Autocorrelation 
Autocorrelation test is used to determine the presence or absence of classic assumption 
deviation autocorrelation is the correlation between the residuals on the observation by 
other observations in the regression model. Tests were performed by using the value of 
Durbin Watson (DW) where the conclusions drawn in this test are: 

 
If DW is below and above 4 DL-DL, the data undergo autocorrelation 
If DW is DL-DU and (4-Du) - (4-Dl) then it can not be concluded 
If DW is DU - (4-DU), the data do not having problems autocorrelation 

 
With a value of 2.143 and DL DW at 1.7066 and at 1.7814 DU. Then the value of DW is at DU 
(1.7814) - DW (2,143) - 4-DU (2.2186) so that it can be concluded that the data did not have 
a problem of autocorrelation. 

 
6. Hypothesis Testing, Correlation Coefficient and Coefficient Determinant 
After the data passing through the classical assumption, then the next data will be done 
partial hypothesis testing and simultaneous, then the correlation coefficient and the 
coefficient determinant. 

 
6.1. Partial Hypothesis Testing 
Partial hypothesis testing is done by comparing the t-count value obtained from the 
calculation using SPSS compared with the value of the t-table. Here is a t-count value 
obtained: 
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The Effect of Ownership Structure Management CSR 
Based on the above table it can be seen that the t value obtained is equal to 4,214 while the 
value of t table with n as many as 163 and as many as 3 K obtained t count equal to 1.96 so 
that the t value (4.214) is greater than t table (1.96 ) so that it can be said that the first 
hypothesis which states that ownership affect the disclosure of CSR management can be 
proven empirically, where the significant value of 0.000 can be said that the effect of 
ownership on the disclosure of CSR management significant influence. 
 
For the second hypothesis which states that institutional ownership structures affect the 
disclosure of CSR with the t value of 3.447 and t table by 1.96 it can be concluded that the 
proposed hypothesis can be accepted and proven empiris. By significant value of 0.001, it 
can be concluded that significantly influence the institutional ownership of CSR disclosure. 
 
For the third hypothesis in which the authors propose the hypothesis there is the influence 
of foreign ownership structure on the disclosure of CSR with the t value of 3.706 is greater 
than t table by 1.96 it can be concluded that the authors proposed a third hypothesis 
proved empirically that foreign ownership is significant influence CSR. By the disclosure of 
significant value of 0.000, it can be concluded that foreign ownership has a significant 
influence on the disclosure of CSR. 
 
The latter hypothesis proposed the author of the leverage effect on CSR disclosure is not 
proven empirically that the t value of -1.00 is smaller than t table by 1.96 so the hypothesis 
is rejected. With the significant value of 0.319 indicates that leverage a negative effect on 
the disclosure of CSR, but the effect on the disclosure was not significant. 
 
6.2. Simultaneous Hypothesis Testing 
Simultaneous hypothesis testing is used to see whether jointly independent variables 
significantly influence dependen.Pengujian variable is done by comparing the calculated F 
value obtained with the F table, the research hypothesis is accepted if the calculated F value 
is greater than the F table. F count is as follows: 

 

 
Based on the above results it can be seen that the calculated F value of 4.565 is greater than 
the F table by 2.66 and significant with a significant value of 0.002 is smaller than 0.05 so it 
can be proved empirically that the ownership structure of management, institutional 
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ownership, foreign ownership and leverage jointly affect disclosure of CSR in companies 
listed in BEI.Dengan significant value of 0.002 indicates that the entire effect of independent 
variables significantly influence CSR disclosure. 
 
6.3. Correlation Coefficient Test 

 
 
Based on the above table it can be seen that the correlation (R) is a coefficient of 0.876 has 
a very strong, it means that the independent variables have close ties to the dependent 
variable, so that the independent variable is a variable that is good in explaining the 
dependent variable is the disclosure of CSR. 
 
6.4. Determinant Coefficient Test  
Judging from the value generated Adjusted R Square of 0.764. This demonstrates the ability 
of the independent variables (the ownership structure of management, institutional 
ownership and foreign ownership) can explain the dependent variable (CSR) of 76.40% with 
the balance of 23.60% is explained by other factors not described in this study. 
 
6.5. Structural Equation 
The next is to develop the structural similarities of the data processing is done. Data 
constants and coefficients used beta derived from the calculation SPSS as follows: 

 
 
Based on the table above can be prepared the following equation. 
CSRI = 0.508 + 0,038KepMgt + 0,275KepIns + 0,170KepAsing - 0,136Lev + e. 
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If where it is not for all the ownership structure of management, institutional and foreign 
ownership of the CSR of the company amounted to 0.508. Meanwhile, if there is the 
addition of management ownership, the CSR will increase by 0.038, and if there is an 
increase over the institutional ownership in the company's shares will increase the 
disclosure of CSR at 0.275 and if there is an increase in foreign ownership will improve the 
disclosure of CSR at 0.170 and if there is an increase in leverage will lowering the CSR value 
of 0.136. 
 
Discussion of Study Results 
1. Effect of Ownership Structure Management CSR Against Disclosure 
Management to the ownership structure of CSR disclosure significantly. This thing is 
consistent with the theory of stakeholders that management is one of the stakeholders in 
the company. With the ownership over the company's management will provide greater 
pressure to companies to disclose information that is owned by the company. Disclosures to 
demonstrate the performance are achieved by the company. CSR will cause confidence to 
stakeholders that a company which is also owned by them is on the right track to get better 
results. In the agency theory also reveals how the presence of CSR disclosures made by the 
company will provide confidence broad impact for shakeholders (Principal) so that with the 
ownership of the shares of the company management will provide greater pressure in the 
CSR. 
 
The results are consistent with research conducted by Anggraini (2006) in which the 
research results also suggested that the effect on the management ownership CSR. This 
thing is due to the interests of management that not only acts as an agent, but also acts as 
an owner who require more extensive information about company. 
 
Management as an agent will do all the policies that will be profitable for the company so 
that they can demand compensation for these achievements. However, with the shares 
owned by the management, the shareholder who is not acting as the management will 
require transparency in corporate financial management. One way in which a shareholder is 
to require the disclosure of all information and activities related to the company, so the 
company will disclose CSR they have done as an answer to pressure exerted by the owners 
of capital. 
 
CSR disclosure will increase management believes that also owns shares of the company 
that the company will be able to provide adequate compensation for the dividend they will 
receive, because the disclosure of CSR gives a positive signal to shareholders that the 
company is able to take responsibility for rights shareholders, because they have been able 
to be responsible to the community. 
 
2. Effect Against Institutional Ownership Structure Disclosure of CSR 
The influence of institutional ownership structure has a significant effect on the level of 
confidence of 95% on the disclosure of CSR in the manufacturing company. This is consistent 
with the stakeholder theory in which the company has investments in companies that 
others need information and the actual condition of the company. They require clear 
information about the condition of the company. CSR disclosures made by the company will 
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provide a good signal for the company. Pressure companies to disclose CSR will be increased 
with an increase in the ownership of the shares owned by other institutions outside the 
company. With the shares owned by other companies, the management company is 
required to give a good image to stakeholders. The image enhancement can be achieved 
through the disclosure of matters which are sensitive to the general public such as the CSR 
given to the public. 
 
This research is in line with research conducted by Prayogi (2003) and Nurcahyonowati 
(2003) which states that the positive effect on the institutional ownership of CSR disclosure. 
Results of this study show that other institutional ownership in the company will increase 
the pressure on management to disclose not only information relating to the company's 
financial statements, but it is also required disclosure about corporate responsibility 
towards society. This disclosure is as a sign that the company not only has the value of high 
profitability but also have good values in society as one of the stakeholders of the company. 
 
CSR made by the company will provide information to stakeholders that the company was in 
a good condition. It is fueled by the belief that companies that have implemented CSR shall 
mean the company has exceeded the targets set by shareholders and provide more benefits 
to society through CSR on excess revenue that has been generated by the company. 
 
High pressure over the disclosure of CSR is a form of institutional responsibility towards 
society. Such as the case of PT. Lapindo Brantas over the leak that occurred in Porong 
Sidoarjo, where companies do CSR to mudflow victims by providing evacuation assistance, 
the establishment of schools and houses of worship which is a form of corporate 
responsibility and at the request of other shareholders such as PT. Medco Energi (32%) and 
Santos Australia (18%). 
 
3. Effect Against Foreign Ownership Structure Disclosure of CSR 
Foreign ownership is one of the market developments undertaken by foreign perusahaan. 
Foreign ownership is not only used to increase the capital, but it also can be used to 
increase the confidence of local and other foreign investors that the company has more 
value that can attract investor. The result of this research shows that foreign ownership 
affects the disclosure of CSR in company. This result is caused foreign companies are more 
sensitive to issues concerning the environment, where foreign companies are not only 
concerned with the profit generated by the company, but also pay attention to the positive 
impact that can be provided by the company on the presence of companies in the area. 
 
The results are consistent with research conducted by Nurcahyonowati (2003) and 
Puspitasari (2009) which states that foreign ownership affect the company. This thing is due 
to the high awareness of foreign companies on the environmental impact on company 
operationally. The impact made the owner of the foreign companies will put pressure on 
corporate management to conduct extensive disclosure on CSR actions the company has 
done. CSR implementation will not only have an impact on the good name of the company 
but also will have an impact on the good name of the country of origin of the foreign 
ownership. 
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Foreign ownership of significant influence is due in accordance with the terms of the 
legitimacy theory which states that the company will act in accordance with the norms that 
have been established. This occurs due to the pressure of foreign companies on the 
implementation of CSR is high, this is because the foreign companies now more aware that 
the company is not only required to provide benefits to shareholders, but also able to 
provide benefits to other stakeholders. The existence of foreign ownership will put pressure 
on companies to implement CSR good, with the implementation and disclosure of CSR, the 
company is expected to increase the company's value in the eyes of stakeholders. 
 
To pressure on foreign ownership that companies disclose their CSR that has been done also 
as a form of an increase in the company's value in the eyes of society. Where in general the 
production process they do direct contact with the public. CSR made by the company will 
enhance the company's image in the eyes of society, which in turn will provide support for 
the operations of companies in the region, as a demonstration conducted by solokanjeruk 
citizens, Bandung on 11 March 2014 on pollution by PT. Kahatex over Citarum river pollution 
makes people demand that the operational license. Kahatex terminated because citizens 
feel aggrieved over the action. Where PT. Kahatex not do CSR can help people cope with the 
pollution problem. From the above cases clearly be a picture that the foreign companies 
that are looking at significant environmental impact will certainly put pressure on 
companies to do CSR to the public that it will not hamper the company's operations if there 
will be a demo of the community. 
 
4. Effect of Leverage on the disclosure of CSR 
Leverage level is the level of debt assets, where the higher leverage, the higher liability that 
must be paid by the public. Based on agency theory that the high value of the company's 
leverage will give a signal to shareholders that the company will be in conditions that are 
not good, it will give a negative value for the performance that has been done by the 
management, so that management will conduct CSR disclosure to be viewed by the owner 
capital that the company is in a good condition. 
 
From the research results it can be seen that the leverage does not affect the CSR disclosure 
by the company, and the coefficients of the resulting negative, it indicates that the higher 
the leverage held by the company, the management will be sought to cover the debts that 
they have is, where Management will be convinced that capital owners will give a negative 
response if the value of the company's leverage has increased, so that CSR is considered by 
management as unnecessary and may cause a negative impact. 
 
This research is in line with the study conducted by Sembiring (2005), and Anggraini (2006) 
in which the results showed that the leverage does not affect the disclosure of CSR 
undertaken by the company. The research result is due to the idea that high debt owned by 
the company will give a negative signal of the company's condition. Conditions were not 
good company that will make management more focused on the achievement of 
predetermined profit targets owners of capital, so that the higher the level of leverage will 
be lower CSR undertaken by the company and the lower the CSR will be done by the 
management. 
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With more data, and the latest, this study further strengthen the research Novrianto (2012) 
which revealed that the relationship between leverage against the disclosure of the value of 
CSR is negative, it is confirmed that the leadership of the company on the condition of high 
debt would give a negative response to the disclosure of CSR , The study also showed that 
no significant effect shows that although companies are more concerned with the dividend 
to be received by shareholders, but the company's management also did not rule out the 
possibility to keep doing and disclose CSR also become the company's liabilities. This is 
because the owner of the company and the management believes that CSR will bring a 
positive impact on the company's future. 
 
VI. CONCLUSIONS AND SUGGESTIONS 
1. Conclusion 
The conclusion that can be drawn from the research that has been done on the effect of the 
ownership structure of management, institutional ownership and foreign ownership of CSR 
are: 
1. Structure of management ownership a significant positive effect on the disclosure of 

CSR; this is due to the management who have the right of ownership in the company to 
be more transparent in disclosing CSR companies. 

2. The structure of institutional ownership is a significant positive effect on the disclosure 
of CSR, it is because the institution will put pressure on companies to implement and 
disclose CSR has been done to increase public trust in the company which in turn is 
expected to increase the income received by the company. 

3. Structure of foreign ownership significantly affect the disclosure of CSR, it is because 
foreign companies are companies that generally have understood the importance of 
CSR for public confidence in the company. 

4. Leverage has negative affect but not significant to the disclosure of CSR, it is because 
the management felt that the high leverage will give a negative signal to investors, 
which if disclosed further this value will cause a negative assessment of management 
performance. 

 
2. Suggestions 
The research results provide ideas for the author to advise the company will disclose CSR 
include: 
1. Companies that will reveal the CSR is expected to increase further due to the 

company's CSR disclosure that reveals CSR will produce high trust for the stakeholders. 
2. Improvement of the management ownership, institutional ownership and foreign 

ownership in the company can be improved so as to provide significant pressure on 
Performance Management in carrying out and revealed that CSR can provide benefits 
to stakeholders related and not directly related to the company. 

3. The company is expected to also be able to control the level of leverage that is owned 
by the company, so that leverage the company's value does not cause negative signal 
to shareholders and investors but give a positive signal that the company is in a good 
condition. 
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3. Limitations 
The research that has been done has several limitations including the data used is still not 
too much so as not reflect the overall condition of a manufacturing company, and the 
research is still limited to the company's CSR maufaktur.Penilaian also still using the GRI 
which is expected for future research may use data more, research is conducted on the 
entire company on the Stock Exchange and assessment methods CSR can use the new 
method is better. 
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Examining the effect of online servicescapes on Indonesian consumer purchase intention 

Amelia, Husnaina Mailisa Safitri 
 Muhammadiyah University of Aceh 

 
Abstract   
This study examine whether the elements of online servicescapes; aesthetic appeal, layout 
and functionality, and financial security have an influence as determinants of Indonesian 
consumer trust to individual seller and their purchase intention through social media. Using 
online questionnaire with 209 respondents and analyzed with PLS-SEM method, the result 
of this study can be used in order to get a deeper understanding about social commerce 
activities in Indonesia. Moreover, individual seller in social media could formulate marketing 
strategies and enhance their business in social commerce activities. 
 
Keywords:  Social commerce, Online Servicescapes, Consumer Trust, Purchase Intention, 
Indonesia 

1. Introduction. 
The rapid advance of the internet has changed the way the world operates, one of which is 
the purchase goods and services. At the same time, it also followed by the growth of social 
networking sites (SNSs), such as Facebook, Twitter, Instagram, and Path. The research 
findings from the Association of Indonesian Internet Service Operator in 2014, from 88.1 
million internet users in Indonesia, 87.4% using the internet to access social networking 
sites (Asosiasi Penyedia Jasa Internet Indonesia, 2015). For marketers, the huge number of 
social media users represents enormous potential for businesses. Moreover, in the recent 
years, function of social media in Indonesia is not only for making friends and networking 
but also for commercial activities which involve two parties, seller and buyer. This condition 
has shown a new formation of internet shopping called social commerce (s-commerce). 
Mostly, the seller in s-commerce is individual person who already has conventional store or 
do not have physical stores and decided to sell products by creating an account on social 
media as their official online shop page.  

S-commerce is a part of e-commerce, group, and relation which based on open market 
(Stephen & Toubia, 2010). Using various internet technologies and enhance the experience 
of online shopping, social commerce use a combination of social networking site and e-
commerce to selling and buying of products and services (Marsden, 2010).  

In social media commerce, it is difficult for individual seller to build consumers' trust 
because the seller mostly have no brand reputation, facing problems, such as lack of direct 
on communication and interactions, and other uncertainty situations. The uniform interface 
of social media account, such as Facebook, makes all the online shop looks the same and all 
of these situations make individual sellers only rely on consumer's perception based on 
online environment to build consumers' trust.  

Since s-commerce is a new online marketing channel and a growing phenomenon, the study 
of the formation of trust in s-commerce context which can facilitate purchase intention is 
still understudied. So far, previous studies in s-commerce context have been generally 
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limited their study in definition of s-commerce characteristics and the analysis on the 
market, the adoption of s-commerce, and the differences between s-commerce and other 
types of e-commerce (Stephen & Toubia, 2010; Bansal & Chen, 2011; Hsiao, Lin, Wang, Lu, & 
Yu, 2010). Therefore, this study was made to fill in that gap with examining elements of 
online servicescapes which could build consumer’s perception as determinants of 
consumers’ trust to individual seller in s-commerce context and test the relationship 
between those variables.  

2. Theoretical Background. 
Theory of Reasoned Action was developed by Fishbein & Ajzen (1975) which stated that 
individual’s behavior is predicted by their behavioral intention. In addition, Theory of 
Reasoned Action by Fishbein & Ajzen (1980) demonstrate a background for explaining the 
relationship between three factors in this theory; attitudes, intentions, and behaviors.  

In online shopping context, previous studies showed that TRA has been used for assessing 
the relationship between trust and trust outcomes, including consumer behavior intention. 
Based on TRA, McKnight, Choudhury & Kacmar (2002) proposed the model of customers’ 
trust in e-commerce, meanwhile Pavlou & Gefen (2004) stated that trust has the influence 
on purchase intention and word-of-mouth intention. In addition, study from Teo & Liu 
(2007) found that trust connotes with individual’s belief which giving a positive impact to 
individual’s behavior, including customers’ purchase intention. Similar with these studies, 
Kuan & Bock (2007) found that trust is positively effect on buying behavior in online 
business environment context. In other words, the higher customer trust results in higher 
purchase intention to products and services.  

Based on discussion above, we could see that TRA has been supporting many studies related 
to consumers' trust and trust performance. Consistent with the theory which explaining 
about the relationship between attitudes, intention, and behavior, TRA will be fit to use in 
this study as theoretical background to examine trust determinants and trust outcomes in 
social commerce context. 

3. Literature review 

3.1 Online servicescapes 
The term of servicescapes refers to the environment in which present a conception of 
ambient conditions, layout and functionality, and signs, symbols, and artifacts (Bitner, 
1992). However, compared with offline services concept, the term of “servicescapes” in 
online context has not been well developed (Koernig, 2003). This study will focus on the 
definition of “online servicescapes” from Haris & Goode (2010) that consists of three 
dimensions; aesthetic appeal, layout and functionality, and financial security. In their study, 
they define online servicescapes as the atmospheric environment, including the aspect in 
the virtual space when the service encounter occurs between service providers and a 
customer. 

The uniqueness of an online environment make a seller in social media have difficulties to 
build consumer trust. As mentioned earlier, mostly this seller is individual person who only 
has small business and decided to sell products by creating an account on social media as 
official online shop page. In other words, they could only rely on their social media’s page as 
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a representative of themselves. Posting product pictures, writing product-related 
information, and answering questions through private message or comments are examples 
of their effort to build the positive perception and get customer’s trust.  

First dimension of online servicescapes is aesthetic appeal which can define as condition 
that could give an appeal to future consumer. Videos, images or pictures, use of varying 
color are some examples from this dimension that could give good overall presentation of 
web page (Countryman & Jang, 2006; Kuo & Chen, 2011; Fusaro, Theoret, & Charron, 2002). 
Next dimension is online layout and functionality. Online layout refers to as the design or 
arrangement that could fulfill the structure and adapt on the website needs, meanwhile 
functionality can be defined as the particular use of items to facilitate the customer to reach 
their goals (Bitner, 1992). In online context, previous studies consistent to mention that 
customer’s positive evaluation of layout and functionality as one of key factors which could 
improve the level of satisfaction and forming their trust to seller and also improve the level 
of satisfaction (Williams & Dargel, 2004; Zeithaml, Parasuraman, & Malhotra, 2002; Kim, 
Shaw, & Schneider, 2003; Srinivasan, Anderson, & Ponnavolu, 2002).  

The last dimension of servicescapes is online financial security. In addition, seller must 
create consumer’s perception of the buying process in social media as being normal or 
common process (McKnight & Chervany, 2001). Put in social media context, individual seller 
needs to make sure that in buying or payment process is secure by create the comfortable 
situation for consumer, starts from they choose the products until money-handling process.  

3.2 Consumers’ trust to individual seller 
Many studies have cite the definition of trust in varies discipline. In general, all definitions of 
trust agree that trust is needed for reducing uncertainty and risk, in order to develop 
successful relationship and increasing intention to purchase. Gefen & Straub (2000) in their 
study mention that trust is a major issue which affecting the phenomenal growth rate of e-
commerce and has a stronger effect on purchase intention. This study will use the definition 
of “trust” from Komiak & Benbasat (2006), including cognitive and emotional trust. Put in 
social commerce context, consumer will evaluate seller’s attribute to build trust and at the 
same time measure their secure and comfortable feeling to individual seller (Sun, 2010).  

Sometimes, seller and buyer in social media does not know each other and for sure, it would 
make consumer feel uncomfortable at first. In this situation, consumer will have low 
emotional trust. They could only rely on seller’s page in social media which content product 
pictures and product-related information, the latest posting, or comments from other 
consumers. If consumer get positive responses from seller’s page, they will build their own 
perception and feel comfortable to trust the seller. 

3.3 Purchase intention 
According to Pavlou (2003), purchase intention refers to the situation when consumer is 
willing and having intends to involved in online transaction in the future. In addition, one 
key indicator to see the significance of online trust is the links between consumers’ trust 
and their purchase intention (Harris & Goode, 2004). Consumer’s positive responses as 
antecedents of trust could lead them to purchase products through internet. It is important 
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for seller to understand consumer behavior and develop marketing strategies that increase 
consumer’s purchase intention of online shopping. 

4. Research constructs and hypotheses 
Based on the literature review, the research constructs for this study is developed. As can 
be seen from the figure, the first independent variable is online servicescapes which consists 
of three elements; online aesthetic appeal, layout and functionality, and financial security, 
whereas the dependent variable is consumers’ trust to individual seller. For the second 
framework, this research will examine consumers’ trust to individual seller as independent 
variable and purchase intention as a dependent variable.  

 
Figure 1. Research Constructs 

This study has totally four hypotheses which proposed in research framework. The 
correlation hypotheses statement describe below: 

H1: Consumer’s positive evaluation of online aesthetic appeal is positively effect on 
consumers’ trust to individual seller in social media. 

H2: Consumer’s positive evaluation of layout and functionality is positively effect on 
consumers’ trust to individual seller in social media. 

H3: Consumer’s positive evaluation of financial security is positively effect on consumers’ 
trust to individual seller in social media. 

H4: Consumers’ trust to individual seller is positively effect on consumers’ purchase 
intention in social media. 

5. Research Design and Methodology 
The respondent group of this study is limited to Indonesian online consumers through 
online questionnaire which is designed and adapted from previous published literatures. 
Before participates in this survey, the respondents were instructed to fill out four questions 
as screening test in order to capture respondent’s experience of online purchasing through 
social networking site. Next, they were asked to mark their answer using the seven point 
Likert-type scales rating from strongly disagree (1) to strongly agree (7).  
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6. Data analysis 
The statistical methods are used in order to test the hypotheses and achieve the purpose of 
this research. Partial Least Square Method would be used to analyze the primary data of this 
study. Partial Least Squared (PLS) path modelling is an extremely powerful structural 
equation modeling that has been used to test the hypothesized relationships and verifies 
the appropriateness of the proposed framework (Hair, Ringle, & Sarstedt, 2011). Therefore 
this study smartPLS software version 3.0 and procedure is used to test the relationship in 
conceptual framework. 

6.1 Characteristics of Respondents 
As mentioned earlier, the questionnaire for this study was adapted from previous studies 
was distributed via online questionnaire. From 213 respondents, 4 surveys were discarded 
because discarded data. Therefore, 209 respondents were eligible for the next stage in data 
process. The respondents’ composition consisted of 99 male (47,4%) and 110 female 
(52,6%), between 20 – 30 years old (52,2%), and mostly high educated with 47,4% bachelor 
degree. In term of monthly income, 37,3% of respondents have income between Rp 
3.000.001 to Rp 6.000.000 Rupiahs. Facebook is the most popular social networking site for 
respondents for shopping (84,7%) with recent experience did the online shopping more 
than three months ago (56%). 

Table 1. Characteristics of Respondents (n = 209) 

Characteristics Category Frequency Percentage 
(%) 

Gender Male 
Female 

99 
110 

47.4% 
52.6% 

Age Below 20 years old 
20 – 30 years old 
31 – 40 years old 
41 – 50 years old 
 

1 
109 
97 
2 
 

0.5% 
52.2% 
46.4% 
1.0% 
 

Education SMU 
S1 
S2 
S3 

4 
99 
98 
8 

1.9% 
47.4% 
46.9% 
3.8% 

Income Less than Rp1.000.000 
Rp1.000.000 – Rp3.000.000 
Rp3.000.001 – Rp6.000.000 
More than Rp6.000.000 

9 
52 
78 
70 

4.3% 
24.9% 
37.3% 
33.5% 

Social networking site Facebook 
Instagram 
Path 

177 
22 
10 

84.7% 
10.5% 
4.8% 

Recent online shopping 
experience 

Less than one month ago 
One – three months ago 
More than three months ago 

50 
42 
117 

23.9% 
20.1% 
56.0% 
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6.2 Validity and Reliability Test 
Confirmatory Factor Analysis (CFA) is used in order to test the factor loading and reliability 
of every construct. Using smartPLS software, this study also investigate the full measured 
construct from this study. A normal criterion for factor loading in CFA is fulfill >0.60 and 
items that did not fulfill the criterion should be deleted (Stevens, 1992). In addition, other 
key important values to measure validity of each construct are CR (Composite Realibility) 
score >0.7, AVE (Average Variance Extracted) value is equals or exceeds 0.50, and Cronbach 
Alpha >0.7. Table 2 and table 3 below show that requirement of these criteria for the 
research model were fulfilled. Therefore, all items and constructs have satisfactory 
reliability and validity. 
Tabel 2. PLS Factor Loading Matrix  

  AA FS LF PI TR 

AA1 0.809         

AA2 0.842         

AA4 0.744         

AA5 0.866         

AA6 0.815         

AA7 0.796         

FS1   0.716       

FS5   0.855       

FS6   0.749       

FS8   0.782       

LF1     0.863     

LF2     0.887     

LF3     0.888     

LF4     0.753     

LF5     0.665     

PI1       0.898   

PI2       0.944   

PI3       0.925   

PI4       0.886   

TR1         0.722 

TR2         0.778 

TR3         0.753 

TR4         0.825 

TR5         0.796 

TR6         0.824 

TR7         0.704 

TR8         0.854 

TR9         0.865 

TR10         0.860 

TR11         0.758 

TR12         0.870 

TR13         0.884 

TR14         0.853 
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Tabel 3. Validity Test 

Construct Composite Reability AVE Cronbach Aplha 

Aesthetic Appeal (AA) 0.921 0.661 0.898 

Layout&Functionality (LF) 0.908 0.666 0.871 

Financial Security (FS) 0.859 0.604 0.780 

Consumers' trust 0.964 0.660 0.960 

Purchase Intention 0.953 0.834 0.934 

 

6.3 Partial Least Squared PLS Path Modeling 
Path modeling was used to test the relationship among construct, identify the direction, and 
find the significance level of the relationship. In order to assess path modeling, t-score > 
1.96 with significant p-value will be used as the indicator. For control variables, 
demographic variables; gender, age, education, and income were involved in research 
model to be tested. In addition, β-coefficient (beta value) will show the direction (positive or 
negative) effect in hypothesis. Based on the statistical analysis using smartPLS software, the 
result of each hypothesis discussed below: 

Hypothesis 1 proposed that there is positive relationship between aesthetic appeal and 
consumers’ trust to individual seller. Based on the result, it shows that t-score = 2.794 with 
p-value = 0.005, and beta value (β) = 0.196. It means that the first element in online 
servicescapes, aesthetic appeal, do have a positive relationship to consumers’ trust to 
individual seller. Therefore, we conclude that hypothesis 1 is supported. 

Hypothesis 2 proposed that there is positive relationship between layout&functionality and 
consumers’ trust to individual seller. Based on testing using smartPLS software, result 
showed that t-score = 3.439 with p-value = 0.001, and beta value (β) = 0.279. These number 
showed that there is indeed positive relationship between variables, thus we conclude that 
hypothesis 2 is supported.  

Hypothesis 3 proposed that consumers’ perception of financial security is positively related 
to consumers’ trust to individual seller. Based on the result, it shows that t-score = 5.884 
with p-value = 0.000, and beta value (β) = 0.390. It means that financial security do have a 
positive relationship to consumers’ trust to individual seller. Thus, we conclude that 
hypothesis 3 is supported. 

Hypothesis 4 proposed that consumers’ trust to individual seller is positively related to 
consumers’ purchase intention. Based on testing using smartPLS software, result showed 
that t-score = 19.081 with p-value = 0.000, and beta value (β) = 0.737. It means that 
consumers’ trust to individual seller do have a positive relationship to their purchase 
intention. Thus, we conclude that hypothesis 4 is supported. Based on the result analysis, it 
can conclude that the measurement model is fit with all main hypotheses are supported.  
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In term of control variables, all demographic variables were un-significant. In other words, it 
indicates that there is no influence of four control variables; age, gender, education, and 
income, to the research model.  

Tabel 4. Hypothesis Testing Results 

Hypotheses/Path  
Standardized 

coefficient  
(β) 

t-value  p Result 

Hypothesis 1: Aesthetic appeal 
Consumers’ trust to individual seller 
 

0.196 2.794 ** Supported 

Hypothesis 2: Layout & Functionality 
Consumers’ trust to individual seller 

0.279 3.439 *** Supported 

 
Hypothesis 3: Financial Security 
Consumers’ trust to individual seller 
 

0.390 5.884 *** Supported 

Hypothesis 4: Consumers’ trust to 
individual seller Consumers’ purchase 
intention 
 

0.737 19.081 *** Supported 

Note: ***p<.001, **p<.01, *p<.05, and significant level at t-value >1.96 

  7. Conclusions and Suggestions 
This study assess the effect of three elements of online servicescapes; aesthetic appeal, 
layout & functionality, and financial security as determinants of consumers’ trust to 
individual seller and purchase intention in social commerce activities. Based on research 
results, a number of important findings can conclude. Firstly, Facebook is a social media 
which mostly used by Indonesian to do online shopping. Secondly, the result shows that 
financial security is the most significant element of online servicescapes as determinants of 
consumers’ trust to individual seller. It means that individual seller needs to provide an 
efficient payment procedures during online transaction, no matter if the procedure involves 
of detail information, instead it will lead consumer to feel that they are secure on doing the 
transaction. Next, Layout & functionality is the second important factor which is seller needs 
to create in social commerce activities. Seller could make some tools from social media 
account, e.g. make an album consists of women fashion, to help consumers find what they 
want easily. The third important factor that has an effect for consumer to trust is aesthetic 
appeal. Seller’s page as representative of the seller, he/she could put detailed product 
information and making his/her page to be attractive and entertaining are examples from 
this dimension which influence consumers’ trust to individual seller.  

Overall, it can conclude that all elements of online servicescapes have a positive relationship 
and strong influence to consumers’ trust to individual seller. As mentioned earlier, it is 
important for seller to create comfortable situation to get positive evaluation from 
consumer. Based on research results, all of those efforts would make consumers’ positive 
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perception to the seller. Moreover, consumers would trust to the seller and have no 
concerns about doing online shopping through social media and finally lead them to their 
purchase intention.  

7.1 Further Research 
This research is limited to Indonesian consumer, so further research could explore cross-
cultural study as comparison about consumer behavior in social commerce activities. This 
study could also be developed to investigate other variable related to social commerce 
environment whether it gives an influence to consumers’ trust and their (re)purchase 
intention in social media context.  
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SHORTLY CO-MOVEMENT QUARTERLY EARNINGS PER SHARE AND MONTHLY STOCK 
PRICES:  A CASE STUDY OF UNILEVER INDONESIA (UNVR). 

 
Iskandar Zulkarnain  

ABSTRACT 

Mostly in predicting the stock prices, traders use past monthly Stock Prices (SP) movement 
as a guidance. They do not aware about Earnings Per Share (EPS) past trend. The objective 
of this study is to test wether quarterly Earnings Per Share (EPS) past trend is co-movement 
with monthly Stock Prices (SP). The object of this study is monthly stock prices and quarterly 
Earnings Per Share (EPS) of PT Unilever Indonesia (UNVR) in the year of 2014-2015. To test 
the co-movement, this study use bivariate correlation statistic. The results show that 
quarterly Earnings Per Share (EPS) have a strong correlation with monthly stock prices in 
case of Unilever Indonesia (UNVR). 

Keywords:   Earnings Per Share, Stock Prices, co-movement, trend, bi-variate. 

A. Background 
Although theoretically the stock prices are influenced by the fundamental factors, 
particularly earnings per share, in stock trading with profit motive, traders only focus on 
technical analysis. One of technical analysis tools which is most widely used in daily stock 
trading is the simple moving average charts. This article examine whether there was a 
consistency between the movement of monthly stock prices and the quarterly earnings per 
share. The first mewakili the technical and the second mewakili fundamental corporate 
finance principles.   
 
According to the corporate finance theories earnings per share (EPS) influence the stock 
prices. Bhatt (2011) found that earnings per share (EPS) strongly influence the stock prices. 
This finding supports the argument that the earnings per share is an important determinant 
for predicting the stock prices movements which is used as a basis for investment decisions. 
The argument that the earnings per share is an important determinant in the analysis of 
stock price predictions in a decision supported by the empirical findings Al-Halabi and Al-
Abbadi (2014). They found that among all independence variables earnings per share is the 
most important variable in predicting the stock prices movement, especially in long the run. 
According to them the investors believe that earnings per share (EPS) is more valuable than 
Return On Equity for predicting the stock prices.  
 
Fu (2015) also found the important of earnings per share (EPS) announcment di Taiwan 
Stock Exchange. The stock prices in Taiwan increase and forming uptrend following the 
earnings per share (EPS) announcements. The announcement of the quarterly earnings per 
share forced the formation of the movement of monthly stock prices rising trend. This 
happen every quater following the announcment in Taiwan. Earnings per share (EPS) 
announcements bring a big impact on demand and supply of stocks. Accordingly, the stock 
prices movement concordance with the earnings per share (EPS) movement. Even if the 
internal and external factors also influence the stock prices movement, earnings per share 
(EPS) become the most important factor (Hemadiviya, 2013; Garkaz, et al., 2012). 
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Furthermore, earnings per share influence the behavior of both auditor and investor. Since 
earnings per share is the most important factor, auditors conduct the discretionary accruals 
in preparing the income statements. Likewise, investors also interpret the information 
contents of earnings per share thoroughly. Auditors try to show to the users that earnings 
per share is truly good, while investors tend to distrust the quality of earnings (Acharya, et 
al., 2015; Fu, 2014; Jatoi, et al., 2014; Vedd, et al., 2014; Nulla, 2013;  Premti, 2013; Largani, 
et al., 2013; Harrison & Morton, 2010).  
 
Renfro (2015) observed the reaction of investors after they become aware if about errors in 
interpreting earnings per share (EPS). Using simple linear regression to extract the firm-
specific return of Walmart stock and to test the residuals with earnings forecast errors, His 
finding show a strong significant relationship between forecast errors and subsequent stock 
price movements. The conclusion is that Walmart’s stock price does react to analysts’ EPS 
forecast error thereby supporting the hypothesis that investors incorporate analyst 
estimates into stock purchase decisions and update their valuations when those forecasts 
contain error. 
 
Bhatt (2015) found that in India financial Market the price stock movements reflect the 
performance of corporate sector of a country. To analyze data various statistical tools are 
used. These tools include z-test, correlation, run test, ADF test, etc. The result shows that in 
all banks selected for the research purpose accept the hypothesis on the basis of share 
prices which indicates that companies do not follow random walk.  
 
Fama (1995) stated that the theory of random walks and some of the important issues it 
raises concerning the work of both the chartist (or technical) and the theory of fundamental 
(or intrinsic) value. Fama’s findings allows the reader to put the theory of random walks into 
perspective. Empirical evidence indicates that the dependence is so slight that a simple buy-
and-hold strategy beats any strategy based on mechanical trading rules. The implications of 
random walk theory are devastating for chartism. Meanwhile, for fundamental value 
analysis, the implications are more complex. Empirical evidents show that market is rarely 
efficient, a lot of stock prices is not randomly in trends. The technical analysis is often more 
valuable than the fundamental.   The challenge for each type of analysis is to show that their 
methods produce more return than a random sample of securities. 
 
Polillo (2015)   used the case of financial economics to show why the efficient-market 
hypothesis acquired core theoretical status in the discipline of financial economics whereas 
the Capital Asset Pricing Model did not. He argue that Fama’s use of “data-dredging” 
techniques,  while in contrast, Black’s adoption of more subjectivist methods. Both Fama’s 
and Black’s using an approach that consistent with their respective interests. Therefore, 
their theories generate empirical findings differently. 
 
N’dri (2015) founds that random walk theory test on the market that have different 
characteristics will produce different findings.  According to tests performed on the West 
African Economic and Monetary Union called the Bourse Régionale des Valeurs 
Mobilières (BRVM) using the Lo and MacKinlay (1988), the Chow and Denning (1993), and 
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the Wright’s (2000) rank-based variance ratio tests, reveal that the random walk theory 
does not apply in the BRVM. The tests are applied to daily stock price index over the period 
January 2, 2002 to December 31, 2004, and all three tests reveals that the null hypothesis of 
random walk can not be rejected in the BRVM. This finding indicates that the BRVM is weak 
form efficiency and has various implications for investors and regulators. For investors will 
allocate funds for the purpose of long-term investment, while for regulators will reduce 
intervention in the market. 
Sharma & Banerjee (2015) found that in India Stock Market, the RandomWalk Hypothesis is 
not applicable. In moments of fluctuations there is happening  a strong correlation between 
the prices of stocks of all sectors in India. These findings led to the assumption that in India 
there is also a consistent movement between net income per share  the stock prices. It is 
precisely at times of normal the correlations among all sectors of stock prices is not so 
strong enough, the correlations only occurs in middle level. In the case of stock UNVR if the 
observed trend of earnings per share during the 26 quarter showed a stable trend, so it can 
be interpreted that the company has good profitability.  
 
One of the most liquid stocks listed in the Indonesia Stock Exchange is Unilever Indonesia 
(UNVR). UNVR also included in the blue chip stocks. Blue Chip stocks are the most pavorite 
stocks in daily trading activities. The prices of blue chip stocks usually form monthly up 
trend in one year or more. The prices of UNVR follow uptrend during the end year of 2014 
up to mid year of 2015. In period of August and September of the year 2015, the UNVR 
prices decrease because of the rupiah Indonesia currency falling down from around 11000 
per US $ to almost 15000 per US $. The question is wether the monthly stock prices co-
movement with quarterly earnings per share in case of Unilelever Indonesia (UNVR).  
 
Here are some examples of the use of simple moving average in technical analysis for 
predictive purposes of UNVR monthly stock prices. This method is commonly used in the 
short-term trading for profit taking motive. The monthly stock prices of UNVR from June 
2006 to January 2015 are as following (Figure 1):  
 

 
Source: eTrading Securities Indonesia, 2015. 

Figure 1. UNVR stock prices trend during 60 months. 
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Based on the graph in Figure 1 it can be simply predicted that UNVR stock prices will rise in 
the next few months. At least in the month after the month of January or in February will 
increase the UNVR stock price in the Indonesia Stock Exchange. Furthermore, In the graph 
below (Figure 2) it looks indeed an increase of the UNVR stock price in February. In other 
words, the prediction in Figure 1 is verified. Hence, the technical analysis in this case also 
will also will be verified to increase in March (Figure 3). 
 

 
Source: eTrading Securities Indonesia, 2015. 

Figure 2. The UNVR stock prices up to February 2015. 
 
Furthermore, in March 2015 in fact it happened an increase of the UNVR stock price, 
although the analysis in Figure 2 is a little misses. In the Figure 2 the price of UNVR stock is 
predicted will increase slightly, but actually it turned in March the increase is quite a lot. 
This is suggest that technical analysis is sometimes also less efficient in the predicting the 
future prices (Figure 3). 
 

 
Source: eTrading Securities Indonesia, 2015. 
Figure 3. The UNVR stock prices up to March 2015. 
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Again according to Figure 3 the price of UNVR stock also is predicted will rise quite a lot in 
April 2015. The fact that such prediction is proven to be true. This is again proves that the 
technical analysis is fairly reliable in the short-term stock trading (Figure 4). 

 
Source: eTrading Securities Indonesia, 2015. 
Figure 4. The UNVR stock prices up to April 2015. 
 
Subsequently it needs to be shown how the movement of earnings per share (EPS) of the 
company Unilever Indonesia for 26 quarters. Furthermore, the following of the quarterly 
earnings per share (EPS) movement of Unilever Indonesia are shown from the 1st quarter of 
2009 to the third quarter of 2015 (Figure 5). 

 
Figure 5. The quarterly earnings per share (EPS) of UNVR. 
 
Figure 5 illustrates how the movement of quarterly earnings per share (EPS) for 26 quarters 
are in stability. Figure 5 shows that the movement of earnings per share (EPS) for 26 
quarters is stable (stationary). It is clear that during the 26-quarters the earnings per share 
(EPS) of the Unilever Indonesia is able to be maintained. 

EPS 
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Here is a test for normality and stability Earnigs per share quarterly for 26 quarters (Figure 6 
and Figure 7). 

 
Figure 6. Quarterly Earnings Per Share Normality. 

 
Figure 7. Quarterly Earnings Per Share Stability. 

 
Figure 6 and Figure 7 shows the normality and stability of Earnings Per Share for 26 
quarters. Based on the results of tests of normality and stability in Figure 6 and Figure 7, it 
can be ascertained that Unilever Indonesia is able to maintain its profitability in the period 
sufficiently long, i.e for 26 quarters. For investors the stability of earnings per share is the 
basis of investment decisions on the stock Unilever Indonesia. Investors feel confident that 
the company will be able to create a greater net profit in the future. 
 
B. Research Method 
The objectve of this research is to determine wether the monthly stock prices co-movement 
with quarterly earnings per share in case of Unilever Indonesia. To test the co-movement 
quarterly earnings per share and monthly stock prices of Unilever Indonesia (UNVR), this 
research uses bi-variate correlations statistics. The sample correlation coefficient between 
two variables x and y is denoted r or rxy, and can be computed as to: 

ρ =rxy=cov(x,y)/√var(x).√var(y) 
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where cov(x, y) is the sample covariance of quarterly earnings per share of UNVR 
and monthly stock prices of UNVR; var(x) is the sample variance of quarterly earnings per 
share of UNVR; and var(y) is the sample variance of monthly stock prices of UNVR. 

Hypothesis (Two-tailed significance test) are formulated as follows: 

H0: ρ = 0 ("the population correlation coefficient is 0; there is no association"). 
H1: ρ ≠ 0 ("the population correlation coefficient is not 0; a nonzero correlation could exist"). 

D. RESULTS & DISCUSSION 
 

Table 1. The bivariate Correlations 

Correlations 

  EARNING PER 
SHARE STOCK PRICES 

EARNING PER SHARE Pearson Correlation 1 .422* 

Sig. (2-tailed)  .032 

N 26 26 

STOCK PRICES Pearson Correlation .422* 1 

Sig. (2-tailed) .032  

N 26 26 

*. Correlation is significant at the 0.05 level (2-tailed).  

 
The result of bi-variate correlation in Table 1 shows that there is a strong correlation 
between the movements of the quarterly earnings per share and the movement of monthly 
UNVR stock prices in a relatively short period. The test results reject the null hypothesis that 
there is no correlation between the quarterly Earnings Per Share and monthly Stock Prices 
in the case of company Unilever Indonesia. The results meaning that there is a shortly co-
movement between quarterly earnings per share and UNVR stock prices.  
 
E. Conclusion 
Based on the results of testing a bi-variate correlation and also the findings in terms of 
monthly stock trading application as described above, it can be concluded that there is a 
movement that is consistent between the quarterly earnings per share and the movement 
of stock prices UNVR monthly. Thus it can be concluded that there is conformity between 
financial theory fundamentals, in this case the theory behind the strong influence earnings 
per share to movements in stock prices, with the technical graphs for the purposes of 
prediction of stock prices in short run trading activities. Threforre,  the profit taking motive 
in the short term stock trading can use the information about the movement of the 
quarterly earnings per share of shares. 
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Controlling System, Academic Culture, and Staff Performance: A Study of the Influence of 

Academic Culture in The Institution of Educational Quality Assurance of Province Bengkulu 
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This study is aimed at investigating how academic culture influences the staff commitment 
and performance in The Institute of Educational Quality Assurance (IEQA) of Bengkulu. In 
the model that proposed in this study, researcher examined how academic culture along 
with transformational leadership style and satisfaction on controlling system directly 
influence the organization commitment and staff performance as well as assessed the 
indirect influence of academic culture toward commitment and performance through 
satisfaction on controlling system. Data of this study were collected through a survey to 106 
staff of The Institute of Educational Quality Assurance (IEQA) of Bengkulu.  The data was 
analyzed using Structural Equation Modeling. The result of the analysis shows that the 
organization commitment is significantly influenced by academic culture and satisfaction on 
controlling system within the organization. The other result of the analysis also indicated 
that academic culture, mediated by factor of satisfaction on controlling system has indirect 
impact on organization commitment. The discussion on the result of this study is focused on 
the development of the measurement of academic culture of the organization.  
Keywords: academic culture, satisfaction on controlling system, organization commitment 
 
1. Introduction 
Globalization in which economic and commerce move freely from one country to another 
puts people in tight competition situation that requires each individual to increase personal 
and professional competitiveness. One of the primary ways of improving the 
competitiveness is through better education.  
 
Education should help improving the quality element of every individual which entrenched 
and embedded automatically in everyday life and work without further instructions from an 
authority. The quality that involved attitude, value and believes to work in high performance 
in regard to knowledge capacity one has and aimed at improving perfection of his specific 
job accomplishment is considered as academic culture in this study. 
 
In a scholarly context, academic culture plays an important role in shaping a person's 
honesty and integrity (Fanelli et al, 2015). This certainly is a quality that is expected in an 
individual in order to be able to work within a trustworthy partnership and collaboration in 
a global environment. 
 
The facts that academic literatures mostly explain academic culture as a partial issue yields 
the discussion to focus on its implementation in a specific context and seems to consider 
only about what is the good and bad sides of it (e.g. Van Dalen and Henkens, 2012; Smith et 
al, 2014). Furthermore, there still a confusion regarding whether academic culture is 
focused on an academic environment in general (Klitzman, 2011), in a specific field of 
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knowledge (Subelj et al, 2015), in certain country (Han et al, 2015), or in a specific period of 
time (DeFraine et al, 2014). 
 
On the other hand, some literatures tend to see and discuss about academic culture as 
prime culture in high education institution (Byrnes et al, 2014), or in research and 
development institution. However, people and work with academic characters requirement 
is not merely exist and demanded in those two types of institution. People with a high 
academic culture are superior persons who equipped with excellent a scientist-like 
capability. Limiting understanding about academic culture and put it only within the 
boundary of tertiary education and research institution cases narrowing  the significance of 
the academic culture in the level of mental process as part of individual culture in general. 
 
In line with the believe that academic culture should persist and be embedded in education 
organization and environment, it is also believed that academic culture should be exist 
within the institution that function to control the education process and development such 
as the Institution of Educational Quality Assurance. This is not a tertiary education nor a 
research institution, yet it works in a close links with schools and university as academic 
institution. An absent or stagnant in academic culture in this educational quality assurance 
institution will be a big problem in the integrity on the work of the education quality 
assessment. This can cause a faulty in giving accreditation status to schools and that not 
qualified output students could also be miss-considered as a qualified student.        
 
Moreover, the work of educational quality assurance is significantly relates to the concept 
of academic characteristic. In the process of assessing the quality of education an assessor 
must work by following an academic principles that requires precise and valid analysis 
proofed by scientific robust evidence. Henceforth, everyone who works for educational 
quality assurance should have capability in  understanding the field of his/her work  and 
able to assess with high objectivity.   
 
Yet, because Institute of educational quality assurance is seen as an organisastion with it’s 
common characteristic, researches on educational quality assurance mostly tend to be more 
related to organizational culture in general (e.g Prasertcharoensuk dan Puttarakulwisan, 
2014, Mohammadi et al, 2010), or more specific culture regarding a situation inside an 
organization (e.g Arokiasamy et al, 2015.).  
 
Seen the institution of educational quality assurance like another organization in general is 
not wrong as it also has all other common characteristic as an organization. Some variables 
of an organization such as leadership, organization commitment, and internal controlling 
system are also applied in this institution.  However, academic culture is a specific culture 
that rarely been put as part of general organization culture studied in most previous 
research. Luck of specific studies on it limiting our opportunity to understand more about a 
specific character of a non-formal academic organization, academic culture, that distinguish 
it from another.   
 
It is clear that an academic culture is a form of organizational culture that should be 
prioritized in the institution of education quality assurance since it associated to the 
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common constructs of organization theory that influence the organization culture. 
Regarding this prioritization, this study will examine the interrelation of leadership style, 
organization commintment, internal controlling system and staff performance in the light of 
the academic culture. Some various studies had been conducted toward these variables as 
part of organization culture.    
 
In a study conducted in logistic industries, Acar found out that organization culture, in one 
side, affects the organization commitment but organization culture is significantly 
influenced by leadership style (2012). In addition, Glasser (1987) argued that one of 
important organization culture dimensions is controlling system.  Likewise, some studies 
found that organization culture, in some of specific types, significantly influence the staff 
performance (Ebrahimpour et al, 2011).  
 
This study will specifically bring up these variables interrelationship in connection to 
academic culture.  On the other words, this study aims to investigate whether leadership 
style and internal controlling system affect the academic culture and whether academic 
culture affect the organization commitment and staff performance. 
 
2.  The literature Review and Hypotesis Research 
2.1 Definition  academic culture 
The literature review reveals that there is only limited researchers who put effort in defining 
academic culture. Shen and Tien (2012) seems been trying to build the concept of academic 
culture by stating that it is the value, spirit, and norm of behave among people in a school 
environment that pursue and develop education and research. This definition of academic 
culture is narrowed to covers only university context and there is no indication to lead the 
discussion to a broader context of an organisation.     
 
This phenomenon had been identified by Cole (2010) who then argues that concept of 
scientific culture is actually elusive and even does not exist. This a little bit shocking 
argument since scientific concept were discussed in various literature. Moreover, logically 
we admit that scientific concept and practice exist in real life.  Scientist society were 
gathering in their own association and build their own culture to distinguish them from 
other organization.  The confusion might be caused by many different streams in knowledge 
such as positivism and constructivism which each of them picturing world in different points 
of view. These streams might also develop different method in studying phenomenon as we 
then acquaintance   with so called qualitative and quantitative methods. Likewise, the 
academic society also tends to split into social science community who mostly embrace the 
qualitative method of study and natural science who commonly devote their study to 
quantitative method. This fractional phenomenon brings the society of each stream to dig 
the concept of academic culture in partial portion which in regards to their own believe and 
paradigm.        
 
However, There are alternative ways offered in some studies in identifying what is it and is 
not considered as an academic culture. The term of ‘culture’ should be put in the first line to 
be defined. Schein (2010:18) explained that culture is a basic assumption pattern that 
learned collaboratively by a community to be able to solve any external and internal 
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adaptation problems which considered as valid belief and value and then inherited to the 
next generation as the right way of thinking, feeling and perceiving the problem. On the 
other side, some literatures defines ‘academic’ into a dichotomy concept. I9n Webster 
Dictionary (1913) states that academic relates to instruction and in contrary to scientific that 
focuses research.    
 
 Webster’s definition seems derived from the empirical and rationalist philosophy. 
Rationalist, such as Plato likely believed that the world can simply be realized through 
reasoning. Meanwhile, the Empirical Aristotle urged that sensing is the only way to 
understand the universe. Rationalism brings rationalism which believed as the thought of 
the academic stream, while empirical believes       brings down research. In real life, these 
two concepts can be clearly identified by the use of term “academic” in discussing 
education issues and term “scientific” in examining research and discovery. 
 
Even though academic and scientific are hatched out from different concept of philosophy, 
in real life we works with the academic and scientific principles interchangeable because the 
some characteristic of an academic concept are also available and applicable to the 
scientific works. The compound of rationalism and empiricism has been adapted in many 
works of both academic and scientific. Henceforth, it is then scientifically acceptable to 
believe that academic concept is relates to both education and research. It can be 
concluded that academic culture is the culture that accepted and applied into both 
academic and scientist society and that academic culture can be split into learning culture 
and scientific culture. 

 
2.2 Characteristic of Academic Culture 

This part is focused on the discussion about academic culture that commonly accepted by 
any streams of academic society. Shen and Tien (2012) explain that academic culture 
include academic point of view, academic spirit, academic ethic and academic environment.  
Academic points of view is the basic view on academic activity which consists of the nature, 
attitude, aims, development and evaluation.  Academic spirit is the though and spiritual 
strength which is developed and compiled from a long term academic activities and events. 
Academic ethic is the overall norms and regulations which must be obeyed by people 
involved in the academic activities and research. Academic environment includes both 
materials (hard-environment)  and atmosphere (soft environment) in which ones intend to 
do academic activities.  
 
Fisher dan Stenner (2015) declares that scientific culture characteristic includes referencing 
theories, experimenting and practical implementation. In line with Fisher and Stenner, Cole 
(2010) formulates the works of scientific culture as to bring up innovations which is carefully 
analyzed based on circumspection,  thorough, documented, and detailed; open-minded, 
critical thinking, avoid reasoning traps; and use high level logical thinking. Liu (2013) adds 
that one of the bad academic cultures is to easily rely on the authority grand master that 
might lead to repeating the same faulty and error which can be avoided by being logically 
critic.      
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Accordingly, Morgan (2003) emphasizes the characteristic of academic culture on the 
importance of audit culture within scientific society and Shanahan (2008) stresses on the 
professional autonomy, participation in decision making and academic freedom as the 
indicators of a good academic culture.  Furthermore, some experts put a specific attention 
on the element that transmit the development of the academic cultures. In accordance, 
Choloupka et al (1998) believes that generally, academic culture is strengthened by peers 
exemplary and support and not by rigid rules. In this way, academic culture tends to follow 
and oriented to transformational leadership than  transactional leadership.  
 
Learning culture is consequently connected to the academic culture by two indicators. 
Firstly by identifying one’s desire to pursue education to the highest level. Secondly, by 
perceiving one’s ‘academic attitude’ which is translated into nine items of Likert scale 
regarding attitude during studying period.  
 

2.3 Leadership Style  
Leadership style defined as the way of a person as leader in inreact with and directing 
subordinate as well as how to communicate in the work place  (Soon, 2013). 
Transformational leadership theory suggests that the best style of leadership is the one that 
indicated by four factors, namely (a) optimistic vision, (b) highly personalized by high moral, 
(c) give guidelines, support and motivation, and (d) challenges staff to see challenging cases  
from different point of views (Lombardo dan Mierzwa, 2012).  
 
Another types of leadership, liberator leadership, urges that a leader who act as a liberator 
will made a an effective leadership (getz, 2009). This liberation acts is believed to be 
applicable only in an organization that gives freedom to workers and staff to do good things 
for the sake of development such as in research institution. On the contrary, in an 
institution in which staff should follow and obey rigid procedures stated in civil servant 
regulations and policies, for example in the institute of education quality assurance, 
liberator leadership rarely found applicable. Moreover, it is hard to claim the education 
assurance institution as liberator institution since it’s works rest on specific standard that 
restrict creativity.  
 
Hence forth, Transformational leadership is believed as the only appropriate basic for any 
leadership actions and style in any organization. People in the stream of transformational 
leadership assures that an effective leader is the one who capable in creating  and 
prompting great vision and image of the organization (Al Omari, 2005:21). 
Transfoprmational leaderships stands on the principles of 4I namely: Idealized Influence, 
Inspirational Motivation, Intellectual Stimulation, dan Individualized Consideration (Bass dan 
Avolio, 1993). 
 

a. Idealized influence : a leader need to be capable, adamant and tough  that makes him/her 
gain admiration, appreciation, trust and support from subordinate.  

b. Inspirational motivation: a leader should motivate and inspire every one in the team by 
giving meaning, optimism, enthusiasm, and spirit to achieve their vision. 
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c. Intellectual stimulation: a leader should encourage every one in his/her subordinate to 
question assumption, reframing problems, approach old solution to a new solution, be 
creative and innovative. 

d. Individualized consideration: a leader should develop his/her people by provide them 
opportunity to improve through education and  guidance as well as pay a close attention on 
what his/her people’s need and pretension. In essence, a leader should have a good 
understanding, be a good listener and able to communicate well  to  his/her subordinate as 
well encourage instead of control them.    
 
Opposite to transformational leadership, a transactional leadership tend to direct a leader 
to act based on a certain rules to be transacted. Transactional leaders have three 
characteristic in common which are: 
 

a. Contingent reward : Give reward to subordinate who tractable and perform good 
achievement and punishment or sanction to those who disobey rules and under-
performance.  

b. Management by exception: Closely inspect subordinates to assure there is no mistake and 
change made. This control mainly aimed as prevention (active) and also improvement 
(passive).   
 
Both transformational and transactional leadership are not seen in a single spectrum of 
leadership but they lays on two different dimension of a leadership practice in an 
organization. Accordingly, there still a possibility to see that in an organization there might 
be a leader who bring about and act either with transformational or transactional 
characters.  Bass dan Avolio (1993) put a specific on this phenomenon by outlining nine type 
of organization based on  the combination of these two strength leaderships.   
 
a.  Weak transactional, weak transformational: Garbage Can 
An organization with a leadership like this can not function properly. There is a weak 
collaboration among staff. How the organization should run is influenced by certain people 
who join the meeting yet not to share and discuss the organization problem but personal 
cases.  

a. Weak Transactional, Moderate Transformational: Loosely Guide 
This type of organization tends to be hardly improved since rules and code of conduct are 
not clearly defined.  Staffs are able to express and explicate their views.  However, 
organization might be too flexible and adaptive to the freedom given to the staff since 
sanction and controlling procedure are disappeared from the rule. 

b. Weak Transactional, strong transformational: Predominately 4I 
This is a tru transformative organization. Staffs continuously talk about the vision, mission, 
value and goal of organization. Still, they are not documented as a written consensus and 
taken as part of controlling mechanism of the process of goal achievement. Briefly, there is 
no clear job description for everyone.  

c. Moderate Transactional, Weak Transformational: Pedestrian 
This kind of organization supported by various strong procedure and structure which put 
essentially in effort to uphold truth inside the organization. Award and sanction/punishment 
are given accordingly. Yet, everyone inside the organization tends to avoid  risk taking.  
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d. Moderate Transactional, Moderate Transformational: Coasting 
This model of organization applys both transformational and transaction in moderate 
portion. Combining the use of internal and external quality control is one example that 
might be applied inside the organization. Thus, this organization might be too conservative 
in preserving what has been achieved.   

e. Strong trasaction, weak transformational: Predominantly Contractual 
This actually a pure transactional organization in which transformational characters are 
hidden and most rarely used. This model of organization more like a market that staffs take 
the organization’s rules and policies into a bargaining level. Each person tend to put 
individual purposes in advance before collaborative and organization goals.     

f. Strong transactional, Moderate transformational: Moderated Contractual 
This type of organization is a transactional organization but still  influenced by 
transformational leadership characters. The organization tends to run in too rigid and 
mechanistic. Everyone concerns with  their personal interests and the organization also 
focuses only on short-term needs.  

g. Strong transactional, strong transformational: High - contrast 
In this type of organization, transactional and transformational leaderships characters plays 
important roles equally within day-to-day organization operations.  This brings conflicts as 
the consequent. The only thing that prevent this situation from happening frequently is to 
trust one another and that every conflict can be lead to constructively used to improve the 
organization. One example that might be read in such an organization is that staffs might 
sacrifice something precious, such as paid salary to pursue vision and mission or vice versa.   
 
Acar (2012) identifies that transformational leadership correlated to two out of four types of 
organization culture based on Competing Value Framework (CVF).  The degree of 
transformational leadership is measured by Multifactor Leadership Questionnaire. 
Furthermore, using theory of OCTAPACE, Sharma and Sharma (2010) examine the 
relationship between the organization culture and the transformational leadership style. 
They come up with the finding that there is a significant correlation among the dimension 
measured even though the causal relationship between the two variables is not explained 
further. Rijal (2010) again investigates the same relationship in the context of an academic 
institution and use the transformational leadership style and organization culture as the 
independent variables. Likewise,  Griffith-Kranenburg (2013) also analyses the two variables 
in connection to the organisazation commitment.  
 
It should be fair when using organization and leadership style as independent variables as 
they are two different inputs to organization in two different levels. Organization culture 
lays on the organization level, while, leadership style exist in the level of group of people 
(Colquitt et al, 2009).. Difficulty might be there when we try to analyze whether an 
organization hold an academic culture in the first place before embrace leadership style 
accordingly or the other way round Taking this into consideration in the transformational 
framework could be easier. If the acting leader is a transformational leader, the goal of 
changing previous culture might be the prime intention. In this case, if the previous culture 
is a non-academic culture, it must be shifted to an academic culture by the transformational 
leader that also might be influence the subordinates.   At the same time, if academic culture 
is previously there inside the organization, a transformational leader tends to maintain the 
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culture.  For this reason, it is important to investigate the relationship among the variables 
in a single organization supported by an assumption that a leader must be successful in 
changing the organization culture. Change might take a long time since culture is a personal 
entity that hardly to change. Therefore, the existences of two successive transformational 
leaders do not necessarily lead to a culture change repeatedly.  
 
On the contrary, assuming that both variables are conceptually independent might lead to a 
possibility of mistake in practical level. Leaders can indeed affect the culture of the 
organization. Ultimately, this requires a longitudinal experimental study along the 
organization life. Otherwise,  we should remains see it as two real independent variables.  

 
2.4 Internal Control 

Internal control is a continuous inspection carried out by a certain team inside the 
organization toward the whole activities of a program.  Internal controls is urgent in 
preventing the distortion of resources usage and programs implementation, thereby 
reducing or even undermine the objectives of the program 
 
Tipuric et al (2009) explain that there are two types of controlling system which are on-
going control and preventive control. An on-going control is an oversight of what is going on 
and what has been accomplished. Preventive control is supervision toward decision-making 
process of the organization's policies. 
 
Internal control can be viewed either as leadership component or organization culture. 
Good leadership should encourage internal control so that organization keeps run on the 
track in achieving its goals (Kenesa, 2014). To exemplify, a democratic leadership would 
require the leader to not do intensive built-in control to subordinates (Conyers, 2010).  
Similarly, an organization with a good culture will encourage control system as an integral 
part of the daily operation of the organization (Glaser et al, 1987; Liu et al, 2006). 
 
Indeed, the theory of job satisfaction put control  as one of its  element namely  satisfaction 
over supervision. The theory believes that job satisfaction consists of satisfaction over 
payment, satisfaction over promotion, satisfaction over supervision, satisfaction over 
coworkers and satisfaction over the job itself (Colquitt et al, 2009). In this major theoretical 
framework of organizational behavior Colquitt et al put the components of job satisfaction 
in working process and thus influenced by the style of leadership and academic culture 
 
Satisfaction over supervision is "the level of employee satisfaction toward oversight 
behaviour of a leader over the employees" (Kuehneisen, 2013: 57). This satisfaction has 
been found as an important factor in boosting the performance and productivity of 
employees, especially those who working in the field. In addition, mechanism arise as the 
impact of high level of communication between the supervisors and persons supervised. In 
this way, any problem detected during supervision is used as the groundwork to clarify 
intended purposes  and correcting errors in working directions.  This is especially important 
when employees are unmotivated, not eager to accomplished the works assigned, and even 
tends to avoid assignment when is not monitored (Washington, 2007) 
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Meanwhile, supervision can be weaker when the employees supervised has a specific 
capability or highly skilled and potentially has a broad knowledge over the job given (Meyer, 
2010: 7). Since a public leadership tends to be very transactional leadership, in the public 
sector, supervisions variables are more important than leadership variable, except that the 
officials are elected by the people (Trottier, 2005). 
   
Amburgey study (2005) confirmed the influence of organizational culture and leadership 
style on job satisfaction, including satisfaction element toward the supervision. Therefore, 
the following first hypothesis is assigned, namely:  
 

H1: There is a relationship between academic culture and the satisfaction over supervision 
H2: There is a relationship between transformational leadership style and the satisfaction over 

supervision 
 

2.5     The Organization's Commitment  
Organizational behavior theory suggested by Colquitt et al (2009) puts the organization's 
commitment and performance of employees as an output  component of organizational 
behavior. Organization commitment is "a positive or negative attitude of the individual to 
the organization where they work" (Mohammadi et al, 2012). There are a number of 
reasons why a person committed to the organization. These reasons can include economic, 
moral, and emotional reason. Based on these three reasons, organizational commitment is 
divided into three dimensions: continuants commitment, affective commitment and 
normative commitment (Lelono and Maridianty, 2013).  Continuant commitments related to 
the economic aspects in which aspect of profit-loss is put as the basis of consideration.  
Affective commitment associated with emotions where employees feel in harmony with the 
organization (Mukherjee and Malhotra, 2006). Normative commitment focuses on moral 
grounds (eg reciprocation) that encourages people to remain in the organization.  
 
Common finding in various studies explains that organization commitment is strongly 
influenced by transformational leadership (Trottier, 2005). Similarly, job satisfaction has 
been found to be associated with organizational commitment (Shurbagi and Zahari, 2013; 
Yoveline, 2015).  When comparing the two influences we can identify that the influence of 
job satisfaction on commitment is more consistent rather than the influence of 
transformational leadership on organization commitment (Washington, 2007). Various ways 
and styles of the leadership contribute to the organization commitment might be the reason 
behind the influence differences. However, job satisfaction indeed might lead to 
organization commitment. The relationship between job satisfaction and organization also 
stronger compared to the relationship between employee empowerment and 
organizational commitment (Theron, 2010). 
 
Griffith-Kranenburg study (2013) showed that the leadership style and organization culture 
influence the organization commitment, either directly or indirectly mediated by job 
satisfaction. In relation, Purnama (2013) found that organization culture and job satisfaction 
affect the commitment of the organization, which in turn affects the performance of the 
organization. Similarly, the organizational culture and job satisfaction directly influence the 
organizational performance. Judge (2015) also founds that organization culture affects the 
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organization commitment, which in turn influence the performance of employees.  In 
addition, the organization culture is directly influence employee performance. 
 
Based on the findings explained previously, this study proposed the next hypothesis to be 
examined which are:  
 
H3: There is a relationship between transformational leadership and organization   
commitment 
H4: There is a relationship between academic culture and organization commitment 
H5: There is a relationship between satisfaction with the supervision and organization 
commitment 

 
2.5 Employee performance 
Employee performance is the employees ability in showing the intended results to the 
organization. There are two componenets of Employee performance, namely the in-role 
performance and spontaneous innovative performance (Janssen and van Yperen, 2004).  In-
role performance is the ability of employees to meet all the responsibilities in accordance 
with the job assigned (Baranik et al, 2014). Meanwhile, spontaneous innovative 
performance is the estabilishment, promotion and realization of new ideas are intentionally 
in accordance with and provide benefits to the roles, work groups, or organizations (Janssen 
and van Yperen, 2004). 
 
Some studies are in common in proposing job satisfaction as one factor that affect the 
performance (Theron, 2010). This is due to the assumption that when the employees satisfy 
with the way the organization treat them will influence their performance or motivation in 
accomplishing their works. It is thus clear then that it is performance that causes satisfaction 
and not the other way round. The reason is that the employees can figure out and satisfy 
over their capability in yield good result presented to the organization, rather than to satisfy 
before giving good results (Kuehneisen, 2013). Causal relationships that most commonly 
accepted is the relationship between satisfaction toward the performance and not the other 
way round, because a good performance does not necessarily make someone satisfied since 
performance can be obtained by forces or  caused by external factors instead of by their 
own effort.  
 
Based on the studies outlined above, further hypothesis formulated for this study are:: 
H6: There is a relationship between organizationa commitment and employee performance 
H7: There is a relationship between academic culture and employee performance 
H8: There is a relationship between satisfaction over supervision and employee the 
performance  
 

There are numerous studies that support these hypotheses. The summary of studies 
relevant to hypothesis submitted in this study can be seen in the following table.  
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Table 2.1 list of previous relevant studies 

 No Researchers Aims of study 
Research 

methodology Findings 

1 Theron (2010) To find out the influence 
of psychological 
empowerment and job 
satisfaction toward 
organization 
commitment in a 
multinational company 

A survey on 120 
respondents, 
analyzed using 
ANOVA and 
regression 

organizational 
commitment 
influenced more by 
Job satisfaction  than 
by psychological 
empowerment 

2 Van Dalen dan 
Henkens 
(2012) 

To investigate the 
influence of academic 
culture (publish-or-
perish) toward 
performance 

A survey on 748 
respondents,  
secondary data 
analysis  using 
regression 

Publish or perish 
culture negatively 
effects on the quality 
of research results 

3 Kuehneisen 
(2013) 

To investigate the 
relationship between 
transformational 
leadership, insurance 
sales performance, job 
satisfaction, and cultural 
dimensions in  three 
countries (Serbia, 
Montenegro, and 
Ukraine) 

A survey on 568 
respondents, 
data were 
analyzed using 
a multi-level 
analysis 

Transormational 
leadership effects 
sales performance 
and job satisfaction. 
 

4 Mullins (2007) To investigate the 
relationship between 
leadership style and 
organizational culture in 
nursing school 

A survey on 149 
respondents, 
data were 
analyzed using 
regression 

Transformtaional 
leadership influences 
the organization 
culture 

5 Acar (2012) To investigate the 
relationship between 
organization culture, 
leadership style and 
organizational 
commitment logistic 
industry institution  

A survey on 344 
employees of 
37 companies, 
data were 
analyzed using 
multi-variant 
analysis 

organization culture, 
leadership style 
influence 
organizational 
commitment  

6 Washington 
(2007) 

To investigate the 
influence of  leadership 
style toward job 
satisfaction and 
organization 
commitment  

A survey on 207 
respondents, 
data were 
analyzed using 
SEM 

Leadership style has a 
significant influence 
toward job 
satisfaction and 
organization 
commitment 

7 Trottier (2005) To investigate the 
influence of  leadership 

100.657 PNS di 
AS dengan 

Kepemimpinan 
transformasional dan 
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style toward job 
satisfaction of 
employees in central 
government officess in 
USA 

regresi 
berganda 
A survey on  
100.657 
employees in 
USA, data were 
analyzed using 
multi-
regression 

transaksional 
berpengaruh 
terhadap kepuasan 
kerja 
Transformational and 
transactional 
leadership style 
influence job 
satisfaction of the 
employees  

8 Sharma dan 
Sharma (2010) 

To investigate the 
relationship between 
organization culture and   
leadership style  

A survey on  
300 employees 
textile 
company, data 
were analyzed 
using regression 

There is relationship 
between organization 
culture and   
charismatic leadership 
style. 

9 Lelono dan 
Maridianty 
(2013) 

To investigate the 
influence of brand 
toward intention to 
move through 
organization 
commitment and job 
satisfaction 

A survey on 100 
employees, 
data analysed 
by using 
regression 

Organization 
commitment serves 
as mediator in the 
influence of brand 
toward intention to 
move out of 
organization 

10 Amburgey 
(2005) 

To investigate The 
relationship of job 
satisfaction, 
organization culture and 
perception toward 
leadership 
characteristics 

Survey on  
1.478 
employees in a 
university, data 
analyzed using 
regression 

The relationship of 
job satisfaction and 
organization culture 
influenced by the 
employees  working 
experience duration  

11 Shurbagi dan 
Zahari (2013) 

To investigate the 
relationship between 
organization 
commitment and job 
satisfaction in an oil 
company 

A survey on 227 
employees, 
data analyzed 
using 
correlation and 
regression 

There is a correlation 
between organization 
commitment and job 
satisfaction  

12 Yoveline 
(2015) 

To find out the 
relationship between 
job satisfaction and 
organization 
commitment 

A survey on 138 
employees, 
data analyzed 
using regression 

job satisfaction affects 
organization 
commitment 

 
Another hypothesis then also proposed in this study stating that satisfaction over 
supervision serves as a mediator in the relationship between academic culture and 
employees’ performance. This prioritized due to academic culture is rested on guidance as a 
form of supervision.  
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H9 
H6 

H5 

Leadership  
styles 

Academic 
culture 

Satisfaction 
over 

supervision 

Employees 
performance 

Organization 
commitment 

H4 

H3 

H1 

H2 

H7 

H8 

H9: satisfaction over supervision will mediate the relation of academic culture and 
employees’ performance toward  organization commitment. 
Hypotheses developed to support this research can been seen in the conceptual framework 
of the study below.  

Picture 2.1. Conceptual framework of the study 
 

 
 
 
 
 
 
 
3.   

 
 

 
 
 
Research  Method 

3.1 Instrument of Data Collection 
There are five instruments used to measure variables involved in this study. Each of them is 
explained in the following sections. 

 
3.1.1 Instrument for Variable of  Academic Culture 

The instrument used to measure academic culture consists of two types of scale, namely 
scientific culture and learning culture scales. Scientific culture scale is developed by the 
researcher and consists of 16 items. Learning culture scale is adopted from Titkova et al 
(2012), which consists of nine items. Responses are measured in term of the level of 
agreement toward the statement given.  Scoring was set from 1 (strongly disagree) to 6 
(strongly agree). In their study, Titkova et al (2012) identify that the reliability of this scale 
was 0.65 with a Cronbach alpha method and eigenvalue of 2.2 using PCA method. The 
factors analysis concludes  the three sub-scales namely  the involvement (item 3.5, and 6, 
alpha = 0.5), pro-anti-education (items 1,4,7, and 8, alpha = 0.55), and normative (items 2 
and 9, alpha = 0.45) (Titkova et al, 2012). Some items were scored reversely and marked 
with an asterisk. They are items number 1, 4, 7, and 9 (or 17, 20, 23, and 25 in the 
questionnaire). 
 

3.1.2 Instrument for Variable of Leadership Style 
Instrument used to measure leadership style consists of two scales, namely 
transformational leadership and transactional leadership scales. Both scales were adapted 
from the Organization Description Questionnaire (ODQ) in Amburgey (2005). The advantage 
of using ODQ is that it also directly measures organization culture based on the theory of 
nine organization culture by Bass and Avolio (in Amburgey, 2005). Although the organization 
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culture variable is not examined in this study, ODQ still provides a possibility to examine 
what type of organization culture that applied in the Institution of Education Quality 
Assurance of Bengkulu. The following table showing categories of organizational culture 
based on the value of transactional and transformational leadership on the ODQ scale. 
 
The ODQ instrument consists of 28 items of statement. Statements in odd numbers are 
related to transactional leadership, while questions with even numbers are related to 
transformational leadership. Respondents response is measured in three level of confidence 
namely: true (+1) , not sure (0), and False (-1) (Beldycki, 2013). The scale reliability for 
transformational items was 0.88. The scale reliability for transactional items was 0.74 
(Amburgey, 2005). 
 

Table 3.1  Range of Organization Description Score 

Organization culture Range of transactional 
leadership 

Range of 
transformational 

leadership  

Predominately 4 I -14   to    -6 +6    to   +14 

Moderated 4 I -5    to     +5 +6    to   +14 

High Contrast +6    to   +14 +6    to   +14 

Loosely Guided -14   to    -6 -5    to    +5 

Coasting -5    to    +5 -5    to    +5 

Moderated Contractual +6    to   +14 -5    to    +5 

Garbage Can -14   to    -6 -14   to    -6 

Pedestrian -5    to    +5 -14   to    -6 

Predominately 
Contractual 

+6 to +14 -14 to -6 

Source: Bass dan Avolio (1993) 
 

3.1.3 Instrument for variable of Satisfaction over Supervision 
This instrument was adapted particularly from the supervision dimension in the instrument 
developed by Spector (1994).. This dimension is defined as satisfaction over supervision that 
closest to an employee (Lamond and Spector, 1999). There are four items in this scale and 
the reliability was 0.82.  A supplement consisting 8 items of supervisory culture derived 
from Liu et al (2006) was added into the instrument. Item Number 2 was scored reversely. 
Respondents’ response is measured by the level of agreement which range from  1 (Strongly 
Disagree) to  6 (Strongly Agree). 

 
3.1.4 Instrument for variable of Organization Commitment 

Instruments measuring organization commitment was adapted from the questionnaire 
developed by Mowday et al (1979). This questionnaire consists of 15 items. The reliability of 
this questionnaire in the study by Mowday et al (1979) is 0.90, while in the study-
Kranenburgh Griffith (2013) is 0.75. Item No. 3, 7, 9, 11, 12, and 15 were scored reversely 
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3.1.5 Instrument for Variable of Employees Performance 
This instrument was adapted from Janssen and van Yperen (2004) and consists of 14 items 
of statement relates to each employee. This questionnaire was specifically given to the 
leader or the supervisor of the employee. So,  If the supervisor oversees seven employees, 
then she/he must fills out questionnaires seven times. Value of alpha for the in-role 
performance dimension was 0.85, while for innovative performance dimension was 0.98 
(Janssen and Yperen, 2004). Item No. 5 of the in-role of performance  is scored reversely. 
Questionnaire of the in-role performance was score based on level of agreement, while 
questionnaire of innovative scored based on frequency. 

 
3.2       Sample of Study 

This research was conducted at the Institute for Education Quality Assurance (LPMP) of 
Bengkulu province, Indonesia. The agency has 106 employees that consists of 1 head of the 
institute, 4 section heads, and 16 functional officials and 85 staffs . All employees were 
taken as the respondents of the study.   
 
85 staffs and 16 functional officials were given general questionnaire consisting of items 
that measure all variables of the study. The 4 head of sections officials were given similar 
general questionnaire and performance questionnaire consisting of items that measures 
her/his subordinate employees. In addition, the head of the Institute also filled out one 
similar general questionnaire plus a performance questionnaire consisting of items that 
measure the performance of four sections heads officials as her immediate subordinate.  
 

3.3       Data  Analysis 
Structural Equation Modeling (SEM) analysis method is used in this study since not all 
variables observed represent the measured variables (latent variables). SEM also allows the 
simultaneous measurement  for model compatibility so the feasibility of the model can be 
assessed before each of the hypotheses examined (Kline, 2011). The method of analysis 
followed the two phases of SEM analysis of Anderson and Gerbing (1988). First, the analysis 
was carried out on a single item to test the measurement model. This analysis involved all 
latent constructs (academic culture, style of leadership, satisfaction over supervision, 
organization commitment, and employee performance). Alternative model is also studied by 
breaking the variables into several dimensions. The model with the best match then was 
chosen as the measurement model. Compatibility criteria was χ2 insignificant, CFI> 0.90, and 
RMSEA <0,05l.  After measurement model examined, structural model then was tested 
using the same compatibility criteria. Finally, hypothesis of mediation (H9) was tested using 
Sobel Test. 
 
4.   Results 
Scale reliability was validated using Cronbach's alpha and item to total correlations. 
Cronbach alpha cutoff value is 0.7 and 0.3 for the item to total correlations (Nunnally, 1978). 
Value of reliability and item to total correlation of all variables can be seen in the 
attachment of this paper.  
 
Some items then were deleted in order to gain a rigid instrument. There is 1 item that is 
omitted in variable of satisfaction over supervision. Other variables have a number of items 
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removed through a process of reliability test. In turn, there are only several items in each 
variable that decisively are reliable. They are 12 items of Academic culture, 8 items of 
transformational leadership, 10 items of organizational commitment, and 3 items of  
performance variable.. Lack of reliable items on performance scale seems to be caused by 
invalid process where the items were done by different person, the superior of the 
respondent.  
 
The CFA step is then performed. In this step, all items accepted through  this process are 
items with  significant construct (p <0.05) and has t-value above 2 (CR > 2). Through this 
process, almost all of the reliable items meet the measurement model. As a result, two 
additional items of organizational commitment scale were deleted. Likewise, two items of 
employee performance scales were omitted and leaving only one item in the scale to 
measure the performance of the employees which states “this employee performs all 
responsibilities required by his/her job”.  
 
In term of compatibility parameters, measurement results show value of fitness 
represented by chi square toward degrees of freedom and RMSEA. Generally, ratio of chi-
square to degrees of freedom takes precedence over chi square. Similarly, RMSEA is 
considered more important than NFI and CFI. Therefore, it can be concluded that the 
measurement model is already quite good, although less suitable than the NFI, CFI, and Chi 
Square (See Table 4.1) below. 
 

Table 4.1 value of compatibility model based on CFA result 

Measure of 
compatibility 

 

Recommended 
value 

 
value of model Conclussion 

Chi square (χ2) P ≥ 0,05 0,000 Not match 

Chi square (χ2)/df ≤ 3 1,976 Match 

NFI ≥0,9 0,457 Not match 

CFI ≥0,9 0,612 Not match 

RMSEA ≤0,1 0,096 Match 

 
Furthermore, the descriptive statistics were figured out in the following explanation after 
including only reliable items. In transformational leadership variable, the lowest average 
value is in items where employees are encouraged to consider possibilities in the future. 
The highest average value is in items stating that organization constantly looking for ways to 
improve the way it works. On the other variables, the lowest average is in the item stating "I 
often disagree with the policies that apply in this institution". Because scoring this item is 
reversed, then this means that employees were often disagree with the policies applied in 
the Institution of Education Quality Assurance. This response indicates lack of commitment 
from employees. Interestingly, the item with the highest average is the one stating  
"employee would recants if proven wrong". This result of response demonstrates the high 
academic culture in this institution. 
 
Values from result of deviation analysis shows that Item which most consistently got the 
same response from the respondents is the one relates to employees performance. 
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Standard deviation value of this item is very low. It is even lower than the standard 
deviation of the items in the variables of transformational leadership that only three values 
in range. This means that the performance of employees in LPMP classified as similarly in 
average and no one is really outstanding. On the other hand, the item with the highest 
standard deviation is the one stating "I feel that deciding to work in this institution was big 
mistake". This item has a high standard deviation which may reflect confusion in giving 
appropriate response since the item is scored reversely. It maybe also indicate that quite a 
lot of employees who feel that they found trouble working in this institution.  
 

Table 4.2 the description of reliable items 

Item Mean Std. 
Deviation 

Academic culture   

Employees often discuss certain scientific theory or facts 4,76 ,890 

Employees  put some facts into consideration when accepting any report 5,38 ,762 

The works that the employees do are very details 4,91 1,065 

Employees should made details of any report and any other written 
documents 

5,27 ,889 

Employees always considers any different points of view arise 5,12 ,923 

Employees re-examine any facts raised by someone 5,22 ,873 

Employees work collaboratively with no personal problems interfere 5,30 ,978 

Employees recant if proven wrong 5,40 ,912 

Employees always have narrative argumentation when making a statement 5,14 ,918 

Employees evaluate their works regularly 4,90 1,140 

In a meeting, each employee express his/her opinion 4,86 1,175 

Employees can criticize anyone, including superiors without offending 
response 

4,29 1,518 

Transformational leadership*   

Organizations continually seek ways to improve the way it works ,85 ,513 

Mistakes seen as an opportunity to learn ,63 ,721 

We trust each other to do what is right ,78 ,569 

We are encouraged to consider the possibilities in the future ,51 ,796 

Employees initiatives are encourage to arise ,57 ,756 

There is unwritten agreement that says that we have to admit a mistake, 
learn from it, and go forward 

,75 ,570 

Your progress or achievement depends on your  initiative and ability ,79 ,581 

We encourage a sense of belonging to each other ,75 ,566 

Satisfaction over Supervision   

My supervisor is quite competent in doing his jobs 4,82 1,145 

My supervisor shows little interest to subordinates feelings (R) 3,94 1,466 

I like my supervisor 4,24 1,411 

My supervisors is a good listener 4,19 1,538 

My supervisor accepts critics 4,29 1,518 

My supervisor is easy to be approached 3,98 1,493 

My supervisor criticize constructively 4,62 1,464 
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My supervisor delegates responsibility 4,44 1,394 

My supervisor explains how I have to do something 4,58 1,249 

Supervisors give praise when I did well in my works 4,48 1,333 

Works conditions were explained by supervisor 4,58 1,309 

Organizational commitment   

I told my friends that this institution is a very confortable place to work 5,11 ,979 

Values of mine and this  institutions is very similar 4,10 1,301 

I am proud to tell other people that I work in this institution 5,25 1,067 

This institution strongly encourages me to emerge my best talent 4,54 1,243 

When I first applied for this job I was very happy that I chose this institution 
to work and not others. 

4,98 1,179 

I often disagree with the policies that apply in this institution (R) 3,87 1,586 

For me, this institution could be the best place to work throughout my 
career 

5,17 1,142 

I feel that deciding  to work in this institution was big mistake (R) 4,92 1,793 

Employee performance   

This employee performs all responsibilities required by his/her job 4,91 ,426 

Note: R means the item scored reversely; * Means scored with scale  – 1  to 1,  other items 
scored  with scale range from 1 to 6. 

 
2.  Hypotheses Test 
Structural model estimation were carried out after testing measurement model. It tested 
the construct and hypothetical relationships simultaneously. The models compatibility 
criteria reveals a pretty good match. The value of chi-square (χ2) is 1445.8 supported by 
degrees of freedom of 732. χ2 p-value equal to 0.000, which means that do not meet the 
criteria of model compatibility (p ≤ 0.005).  This can be caused by a number of various 
indicators in the model. Another compatibility index is chi square (χ2)/df which is 1,975; NFI 
= 0.456; CFI = 0.612; and RMSEA = 0.096; repeating what was found on the CFA models. 
 
Based on the overall sample, it can be explained that three of the eight relationship lines 
proved significant at the level of 0.05. The nature of the causal line, the standard line 
coefficient, the critical ratio (value-t), and a direct correlation hypothesis test results are 
shown in Table 4.3. 

Table 4.3 Summary of Hypothesis tests 

No Hipothesis 
Standard line 

coefficient 

Critical 
ration (t-

value) 
Result 

H1 AC influences SoS 0,387* 2,46 Accepted 

H2 TLS influences SoS -0,056 -0,43 rejected 

H3 TLS influences  OC 0,087 0,765 rejected 

H4 AC influences OC 0,067 0,572 rejected 

H5 SoS influences OC 0,644*** 3,853 Accepted 

H6 OC influences EP -0,033 0,836 Rejected 

H7 AC influences EP -0,091 0,433 Rejected 

H8 SoS  influences EP -0,015 0,924 Rejected 
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Note 1: CA = Academic Culture, SoS = Satisfaction over Supervision; TLS = Transformational; 
Leadershipo Style , OC = Organizational Commitment; EP = Employee Performance. 
Notes  2: * p-value < 0,05; ** p-value < 0,01; *** p-value <0,001. 
 
The significance of the interrelation lines can be seen from the table which clearly tells that 
the academic culture significantly influence satisfaction over supervision and satisfaction 
over supervision significantly influences organizational commitment. This explanation 
indicating that the academic culture as well as the satisfaction over supervision to provide 
input to the commitment, rather than to performance. 
The Sobel test (Sobel, 1982) then conducted to examine the mediation effect of academic 
culture on performance through the satisfaction of supervision, and the mediation effect of 
the academic culture toward organizational commitment through satisfaction over 
supervision. The test produces significance value of -0.09 for relationship mediation of 
academic culture toward employees performance. Value of 0.92 indicates that the relation 
is iinsignificant. Meanwhile, Sobel test of mediation for academic culture toward 
organizational commitment yields significance value of 2.07 to 0.03, which means the 
relationship is significant. Therefore, H9 partly accepted, especially in term of the effect of 
mediation of satisfaction over supervision in the relationship line between organizational 
commitment and  academic culture. 
 

2.  Discussion  
In order to be firm, an organization basically requires two important things, namely the high 
employee performance and strong employee commitment (Colquitt et al, 2011). In the 
same circumstance, this study confirms  that the academic culture, as a form of 
organizational culture, has significant influence toward organizational commitment through  
employees satisfaction over supervision. In other words, a good academic culture in an 
institute that works for educational control can affect the employees’ commitment if they 
are satisfied with the supervision system applied. Academic culture is a rigorous culture and 
involves scientific behaviour from employees as well as appreciation from supervisor. 
Supervision is a process of assessment conducted by a superior toward subordinates 
employees to find out who deserve an appreciation upon achievement made. In reality we 
might see this as a good culture that make employees fell more attached to their 
organization or work place.   
 
Moreover, this study also finds out that academic culture itself directly affects the 
satisfaction over supervision. This finding is consistent with the opinion of Glaser et al 
(1987) and Liu et al (2006) that the organization with a good culture should do supervision 
as an integral    part of the institution daily life. In the context of the institute of education 
quality assurance, it means that the stronger the academic culture the more satisfied they 
are toward supervision system in the organization as for the reason that supervision is 
inherently part of the academic culture.  In academic culture, individual accomplishments 
will continue to be examined through supervision in order to reach the target of expected 
competency 
 
The other finding of this study reveals that transformational leadership style has no 
influence on satisfaction over supervision. This means that in fact, there’s no any effect 
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whether or not a transformational leader encourages strong supervisions toward their 
subordinates. Transformational leadership in nature is dealing with changing institution to 
improve and to be a better organization. In this case, an oversight tactics maybe able to be 
used to get data and information. Yet, negligence tactic can also be applied with the 
assumption that the employees need a space to not be assessed while they are in a learning 
period of the changing process. In fact, there is another tendency that the transformational 
leadership even more contributes to the employees dissatisfaction toward supervision, as 
indicated by the negative path coefficients. In other words, transformational leadership is 
more likely to try to free employees during the change process. The abolition of in-build 
supervision toward employees seems to be adopted by leader with democratic orientation 
believes (Conyers, 2010) 
 
Transformational leadership style also has no effect on the performance of the organization. 
This finding seems to proof the assumption that transformational leadership is not an 
ultimate requirement to apply the supervision system in the Institution of Education Quality 
Assurance. This institution existence has been quite solid so it’s supposed to be on the 
conservative stage that requires consistency, rather than changes. 
 
In addition, the transformational leadership style found does not affect organizational 
commitment. These results differ from those found by Griffith-Kranenburg (2013). 
Employee commitment appears to be more influenced by other factors in the organization. 
Academic culture might be one of them as in the findings of Hakim (2015). However, the 
analysis result of this study also shows that the academic culture has no direct effect on 
organizational commitment. Again, these results contradict to the results of the study by 
Kranenburg Griffith (2013). The value absence of this relationship suggests that a medium is 
still required to facilitate academic culture in encouraging employees to keep working. 
Therefore, satisfaction toward supervision set and proved in this study as the medium for 
the academic culture indirectly relates to the organizational commitment. 
 
Furthermore, satisfaction over supervision found in this study to be significantly influences 
the organizational commitment. It means that the more satisfied the employees on 
supervision, the more they are committed to their organizations. These result justifies the 
argument that organizations require adequate supervision toward employees in order to 
assure them that their performance is assessed and their contributions is highly valued by 
the organization. In short, there’s no doubt to believe that academic culture is a form of 
culture in the organization that promotes good supervision practice and  boost 
organizational commitment. 
 
In contrary, Satisfaction over supervision found no significant effect as a mediator in the 
relationship between the academic culture and employee performance. Indeed, the main 
target of the academic culture is not to produce a better employee performance. 
Outstanding employees can be created through human resources development programs 
such as training and personal experience. Academic culture is actually intended to foster 
sense of belonging and great interest toward the organization so that employees feel proud 
to be part of the Institute of Education Quality Assurance. 
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In accordance, the organization commitment has no significant effect on employee 
performance. Meaning, Employees who feel closely bound up with the organization does 
not necessarily have a better performance. Similarly, employees who are not content and 
willing to leave the organization also does not mean to have bad performance. So, it just 
simply relates to personal reason. 
 
The finding that satisfaction over supervision does not affect the performance of employees 
explains that either supervised or not, employees could perform poorly or well. It's more on 
the issue of other factors such as level of stress, motivation, trust on coworkers,  fairness in 
the organization, work ethic, education, training, and experience, as well as the democratic 
processes taking place in the educational supervision agency (Colquitt et al, 2011). 
 
It is then important to examine of what type of culture exactly as part of academic culture in 
an organization. Measurement toward variables of organizational description through out 
the items in odd numbers of the instrument resulted value of 4.62. This value reflects the 
average score of transactional leadership at the Institute of Education Quality Assurance of 
Bengkulu. Whereas, the average value of the transformational leadership in items with even 
numbers equals to 8.81. These two values give a clear explanation that instead of 
transactional leadership,  transformational leadership is more likely to be applied in the 
Institution of Education Quality Assurance of Bengkulu. 
 
Referring to Table 4.1, values in the table in consequence put the Institution of Education 
Quality Assurance (LPMP) of Bengkulu into a moderate oraganization, based on the concept 
of 4I Organizational Culture type. These four types reflects the transformational leadership 
that has the ideal characteristics, inspiring motivations, intellectually stimulating, and 
promote individual consideration. Moderate level of 41 also indicating a high level in the 
organization,  but transactional level also still also in high level. According to Bass and Avolio 
(1993), an organization with a culture of this type has quite a lot of value to the deal, the 
exchange, and appreciation on performance. On the other hand, there is a high expressivity 
from the employees. The organization is also quite flexible, adaptive, informal, dynamic, and 
apply bottom up decision making.  Subsequently, the organization and each employee are 
continuously seek for self improvement in order to be better. Briefly, this culture is 
characterized by creativity in the application of various methods to accomplish the job 
assigned. 
 
The characteristic of the 4I moderate is in line with the academic culture. For example, 
academic culture also puts high value on a reward for performance as in college or 
university. Still, employees are close enough to each other that the organization tends to be 
more adaptive, dynamic and flexible. Method creativity also resembles an element in 
academic culture as it encourage scientific argument about the most appropriate ways to 
improve organization.   
 
In regards to its objective, this study also found what was previously observed by Sharma 
and Sharma (2010) and Rijal (2010) that there is a relationship between organizational 
culture and transformational leadership style. Correlation between the two exogenous 
variables, academic culture and the transformational leadership style, is significant with p = 
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0.009. This value indicates that institution with high academic culture tends to have a 
transformational leadership style. The path diagram and values of the relationship between 
variables in this study can completely shown in Figure 4.1. 
 

Figure 4.1 Result of data analysis of variables relationship 

 
 
issues raised Cole (2010) that the concept of scientific culture is so unclear, this research 
built a construct called academic culture that consists of 12 items of questions. 
 
This scale was developed by researcher based on a literature review that resulted 16 items 
of scientific culture combined with nine items from the scale of learning culture taken from 
Titkova et al (2012). There are more than half (13 items) were removed from the construct 
because of unreliability. Fixing up were conducted by dividing academic culture scale in two 
different dimensions: scientific culture and learning culture. This is important because 
learning culture only contributes one item on a scale of academic culture 
 
If this alternative is taken, scientific culture construct that consists of 11 items can be 
obtained with a Cronbach alpha of 0.815. It is only one item different from construct of 
academic culture by removing items B19 "Employees often discuss certain scientific theory 
or facts”. As a result, parameters of the measurement model created more or less match to 
parameters of previous measurement model. The relationship between variables in 
hypothesis is also indifferent.  
 
Another alternative is to use EFA (Exploratory Factor Analysis). EFA procedure conducted by 
researchers in the academic cultural variables produced three-dimensional group, namely 
scientific culture, independence and autonomy, and culture of learning. Scientific culture 
contains items B11, B16, B19, B4, B6, B7, B8, and B9 (Cronbach's alpha = 0.760). 
Independence and autonomy contains items B13 and B14 (Cronbach's alpha = 0.528). 
Learning culture contains items B17, B21, and B23 (Cronbach's alpha = 0.481).  
 
Meanwhile, using EFA only for scientific culture, also resulted three dimensions which are 
intellectual culture, applie culture, and supervision-autonomy. Intellectual culture contains 
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elements B4, B6, B7, B9, B10, B11, B12, and B16 (Cronbach's alpha = 0.778). Applied culture 
contains the elements B1, B2, and B3 (Cronbach's alpha = 0.741). Supervision-autonomous 
contains elements B13 and B14 (Cronbach's alpha = 0.528). 
 
Each of those dimensions has been tested as single variable in structural model substituting 
the academic culture. In this analysis, performance of the variable is indicated not cogent 
since it came up with the same values as previous structural model. Additionally, when the 
academic culture was replaced by independency and supervision, there is a weak 
correlation (p <0.10) between academic culture with employee performance.  Indeed, it is a 
bit difficult to explain because the variable contains two items that conceptually does not 
relate namely B13 (Employees mutually assess each other's work) and B14 (While working 
on site, employees have their own autonomy in making decisions). Therefore, further 
studies are still recomended to develop these variables into a construct that represents 
completely about academic culture. 
 

Table 4.2 Alertantive structural model with academic culture variable 

 Model 1 Model 2 Model 3 Model 4 Model 5 

Variable Scientific 
culture 

Independency 
and supervision 

Learning 
culture 

Intellectual 
Culture 

Applied 
Culture 

Item B11, B16, 
B19, B4, B6, 
B7, B8, B9 

B13, B14 B17, B21, 
B23 

B6, B4, B9, B12, 
B16, B11, B7, 
B10 

B3, B2, B1 

Chi 
square 
(χ2) 

,000 ,000 ,000 ,000 ,000 

Chi 
square 
(χ2)/df 

1,944 2,006 1,950 1,916 2,057 

NFI ,491 ,541 ,531 ,491 ,535 

CFI ,648 ,686 ,690 ,646 ,675 

RMSEA ,095 ,098 ,095 ,096 ,100 

 
Results of recent studies also questioned  the validity of the learning culture dimension 
(Titkova et al, 2012). This variable works very poorly even when in a single test.  It, failed to 
provide adequate reliability. Overall, the nine items of this scale yields Cronbach alpha of 
0,139. Items then further reduced that there’s two items remain. Still, the Cronbach alpha 
value resulted is only 0.481. 
 
The reason that we can arise here is that  this variable might not properly explained or 
maybe be not relevant to the context of the Institution of  Education Quality Assurance. Two 
items remain in the scale are item 21 and B23, each with item-to-total correlation of 0,316. 
Item B20 is considered as the worst item with item-to-total correlation of 0.117. 
 
In accordance, B21 states that the employee interested in a particular discipline so she/he 
takes extra time to learn, while B23 said that the employee taunting those who are still 
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learning to work. B20 said that education was more important to my family me than to 
myself. These items seem difficult to be understood by the respondents so that the 
standard deviation is very large (See Table 4.3) 
 

Table 4.3 Standard Deviation of Learning Culture 

Item Statemement 
Item-to-

total 
correlation 

Mean 
Std. 
Deviation 

B17 Studying in University is wasting time ,163 5,28 1,510 

B18 
Only with higher education we can get 

good job 
-,025 3,94 1,466 

B19 
Employees often discuss about certain 

scientific theory and facts 
-,020 4,76 ,890 

B20 
Education is more important to my 

family than to my self 
-,117 3,28 1,876 

B21 
I am interested in a particular discipline 

so I take extra time to learn. 
,210 4,92 1,201 

B22 
I will work while studying at university if 

it is a good institute 
,143 4,67 1,270 

B23 
employee taunting those who are still 

learning to work. 
,212 5,41 1,209 

B24 
 I am interested in taking my job to be 

the focus of research I might do. 
,023 4,68 1,284 

B25 
People who doesn’t have high 

education are in fact able to a success 
person 

-,048 2,60 1,465 

 Cronbach alpha 0,139   

 
Another variable that needs to be highlighted is the employees performance. This study 
found that combining multiple components of in-role performance and innovative 
performance into a single variable as suggested Janssen and van Yperen (2004) cannot be 
used.  The combination makes the variables unreliable in turn so that leaves one item 
remain to be the indicator of performance. 
 
On the other way, when it is separated, the variable of in-role performance makes alpha of 
0,660, consisting of component KW1, KW2, KW3, and KW4. Whereas, alpha value for 
innovative performance  is  0,754 which consists of KI1, KI3, KI4, KI5, KI8, and  KI9. In spite of 
those results, this study also reveals that there is no difference in the results of SEM analysis 
with a single performance variable with in-role performance variable in terms of model 
compatibility and interrelation among the variables (see Table 4.4). On the contrary, 
Innovative performance variables provide unidentified model. Apparently variables 
declaring  the formation, promotion and intentional realization of new ideas are irrelevant 
to the context of the Institution of education Quality Assurance in which is a government 
organization that adheres to the some standard. Therefore, this study approach the 
performance variables with only four items working  performance that is KW1 (complete 
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the task), KW2 (meet performance requirements), KW3 (execute responsibilities), and KW4 
(never ignore aspects of the work).  

Table 4.5 Alternative Structural Model of Employees Performance Variable  

 Model 1 Model 2 

Variabel Employees 
performance 

In-role performance 

Item KW3 KW1, KW2, KW3, 
KW4 

Chi square (χ2) 0,000 ,000 

Chi square 
(χ2)/df 

1,976 1,922 

NFI 0,457 0,445 

CFI 0,612 0,607 

RMSEA 0,096 0,094 

 
5.  Closing 
In conclusion, this study has shown that the academic culture is an important element of 
culture in an institution of education quality assurance. Academic culture directly affects 
satisfaction over supervision. Academic culture also indirectly influences the organization's 
commitment through satisfaction over supervision. Since commitment is needed to 
maintain the existing intellectual capital in this such institutions, the academic culture must 
continue to be nurtured and developed. 
 
This study recommends that the academic culture in the Institution of Education Quality 
Assurance (LPMP) environment needs to be improved and increased by habituating criticism 
culture between level of position so that even criticizing a supervisor or superior would not 
arise offended feeling. In addition, employees also should be encouraged to discuss any 
particular theory or scientific fact, for example by providing a forum for scientific discussion. 
Finally, meeting model adopted and applied in each of the organization meeting is the one 
in which every employee can expresses opinion and ideas that will contribute and enrich 
their experience in developing and improving organization. 
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Abstract 

The organization development is an essential part of the education system in the Private 
University Organization (PTS).This is due to the strong influence it has on the success of the 
goals achievement of the University, particularly the development of the organization 
concerning the financial perspective, customer, business process / service education, and 
learning and growth. It is expected for the PTS to optimize its education services with the 
existing potential resources in accordance with the demands of its internal and external 
environment, strengthened personnel commitment. Muhammadiyah University of Bengkulu 
(UMB) is competitive enough with the many existing PTS and this is seen from the public 
interest upon UMB, which is obviously shown by theincreasing number of students from 
year to year. How is theMuhammadiyah University of Bengkulu management measured by 
using the “Balanced Scorecard” approach? The purpose of this study is to determine the 
management performances of UMB with the Balanced Scorecard approach. 

The data is obtained from the secondary data and by distributing questionnaires to the 
respondents consisting of 226 students and 226 parents as well as the UMB lecturers and 
staffs which amounted to78 people. The questionnaire was adopted from Parasuraman 
(1988) with 22 questions for the 4 dimensions of the customers’ perspective, internal 
business process and learning and growth using a Likert scale. The data is processed by 
giving weight to each perspective where 15% on financial perspective, 25% on customers’ 
perspective, 40% on internal processes and 20% on learning and growth.From the 
performance measurement results of each perspective, by usingactivity ratio 
measurements, the financial perspective has an average yield of 68% per year and the 
profitability ratio shows the result of 18% per year. Customers’ perspective shows student 
satisfaction average (mean) of 3.76 which tends to be good and relationships with students 
from Tangible aspects with an average (mean) of 3.57 is also good. Responsibility average 
is 3.64which tends to be good, Empathy average of 3.2 shows hesitation. The Internal 
business process perspective shows an average of (mean) 4:02 for the reliability of the 
learning process,which is good. Where the commitment and satisfaction of the lecturers 
and staffs tends to be good. Growth and Learning perspective with an average (mean) of 
4.0 is good. UMB Performance Grade is categorized as enough. 

Keywords: Performance Measurement, Balanced Scorecard 
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Preliminary 

Higher Education is an education at a higher level of secondary education in the education 

track. While the College/University is the educational unit which organizes Higher Education 

(Government Regulation No. 30/1990). It is stated in the Government Regulation that a 

Higher Education: 

1). Prepares the students to become the academic and as well as / or professional 
members of the community and have the ability to be able to find ways to implement, 
develop or create the knowledge, technology, or the arts. 

2). Develops and disseminates science, technology and / or the arts and to seek the most 
beneficial way to use them in order to improve people’s way of living and enrich the 
national culture. 
According to the Law of National Education System, responsibility of Higher Education and 

as well as primary and secondary education is a shared responsibility between the 

government, parents and the community. This also means that the people of private sector 

have the right to establish and manage a Higher Education / College / University in 

accordance with the current Rules and Regulations in force. The College / University carried 

out by the people is implemented through a social service agency or foundation which has 

earned a recognition from the government. These chances and opportunities are well 

accepted by the people of the community and so as a result, privately owned Colleges / 

Universities are booming everywhere.The issue here is, along with the freedom of the 

Government Universities to open a wide range of majors and programs of study, the 

Colleges managed by private sectors are in a threat as time passes. Not a few privately run 

Colleges went bankrupt as a result of their inability to compete for students. Many factors 

are affecting the incapability of these Private Colleges/Universities, including the 

unfavorable organizational development strategy of the Private College/University itself. 

Therefore, efforts to optimize the quality service of the Private College/University in 

accordance with the internal and external demands needs to be done. 

The development of a Private College/University should be given a shift in the quality of its 

services, be well-managed and transparent, be developed based on clear vision and mission, 

and be followed and implemented by all the individuals involved in   the management of the 

Private University itself. (EDUCARE: Journal Pendidikan dan Budaya http://educare.e-

fkipunla.net Generated: 31 March, 2009, 08:16) 

To enter the competitive business environment, a good organizational management of a 

Private College/University is an important factor which must be considered by the Private 

College/University organization. Therefore, a management system designed in accordance 

with the demands of the business environment is needed, it then will be able to compete 

and develop well. Performance measurement is one very important factor for a Private 

College/University organization. These measurements can be used to assess the success of 

the Private College/University organization as well as the basis for compensation in the 

http://educare.e-fkipunla.net/
http://educare.e-fkipunla.net/
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Private College/University organization. For all the years, the performance measurement 

has been done in a traditional way by merely focusing in the financial side. However, 

assessing the performance measurement of the Private University organization solely on 

the financial side would be misleading, as today, a good financial performance can be 

achieved by sacrificing the long-term interests of the Private University organization. And 

conversely, a poor financial performance in the short term may occur when the Private 

University organization has been doing the investments for the sake of long-term interests. 

To overcome this shortcoming, an approach measuring the performance of the Private 

University organization by considering these four aspects has been created: financial, 

customer, internal business processes and learning and growing. (Wifin, 2002: 245) 

This method seeks to balance the measurement of the financial aspects with the non-

financial aspects which is generally called Balanced Scorecard. By applying the Balanced 

Scorecard method, the Private University organization's leaders will be able to measure 

their business unit performs the current value while as well considering the future interests. 

To be able to apply its function, a comprehensive management systemwhich starts from a 

strategic planning process (strategic plan) for both long term and short term,is needed. We 

addressed a strategic plan “a success” when the plan is able to be followed up in practice 

into operational programs which takes economic - equity - qualityas the orientation. 

Entering the era of globalization among countries since 2003, the existing Private 

Universities are required to be able to produce an output that is competent in their field 

thus becoming ready to compete at a global level. In this era, where consumers are free to 

choose the Private University which is able to provide satisfactory services, professional at a 

competitive price, so the strategy and performance of the Private University must take 

these customer's wishes as their achievement orientation. 

Gordon (1993: 36) imposes limits on performance measurement as a formal business 

conducted by others to evaluate the results of activities carried out periodically by 

objectives, standards and criteria established in advance. In general, Gordon explainsthe 

purpose of performance measurement is as follows: 

1. to increase the employees’ motivation in contributing to the organization. 
2. to provide a foundation for evaluating the quality of the performance of each employee 
3. to identify the employees’ training and development needs as the foundation to provide a 
selection criteria and evaluation of employees’ training and development program 
4. to help make decisions related to employees such as promotions, transfers and 
dismissals. 
 
Therefore to be able to provide excellent services to the stakeholders, it is necessary to 

develop the right vision, mission, goal, target and success indicator which were completed 

in the form of Strategic Plan. The Success Indicators are the measurement that should be 

periodically evaluated in a continuous manner. The indicators are not merely in the financial 
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form but also with other indicators such as the customer, internal business and also learning 

and growth, which are further used as the material to manage the direction and quality of 

education so that the vision that has previously been set could actual be manifested. 

The importance of performance measurement in the management of a University or the 

Education World forces the Directorate General of Higher Education to put in new 

management format that aims to improve the quality of education on an ongoing basis. A 

continuous improvement of the education quality is done by inserting assessment, 

accreditation and institutional self-evaluation conducted on both public and private 

Universities (Soehendro, 1996: 130). 

By forming the National Accreditation Board (NAB), Ministry of Education tried to supervise 

and maintain the quality of Higher Education. The Quality of Education as its constitutional 

obligation by making some performance indicators of a certain 

University as its parameter. Regardless the benefits gained by this performance appraisal 

system of the National Accreditation Board (NAB), there are still some weaknesses. The 

main weakness is due to the fact that it is emphasizing on the evaluation of the criteria and 

the requirements for licensing or implementation of the College/University, so it is then 

becoming more administrative on its nature. Where the introduction of the 

qualityperformance in order to plan for a functional activity towards a continuous higher 

quality improvement is yet fully achieved (Vanany, 1999). 

Porter (1996: 115) explains that the success of the strategy of an organization depends on 

the implementation of the worthy activities, not just part of it but it also required the 

integration between these activities. Kaplan and Norton (1996: 115) introduces that the 

difficulties in managing the organization can be assisted by four processes in the Balanced 

Scorecard management strategies as described below: 

 

Figure1. Strategy Management Process 
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To earn a continuous improvement of performance quality, it needs to be correlated with 

the long-term strategies by referring to the vision and mission that have been set. According 

to Brojonegoro (1999: 65) in a paper on Teaching Improvement Workshop, heemphasizes 

that the Universities in Indonesia to arrange a long-term strategic plan for the realization of 

the vision and mission that have been set. The strategic plan is then branched into 

operational plans which will be implemented everyyear.With the existence of the plan, the 

linkage between the program and the achievement target is easily determined and which is 

also one of the performance indicators of the University. 

RalinaTransistanri (1998: 115) explains that an organization which delivers services has a 

specific characteristic and it demands a management strategy as well. Strategies to manage 

the quality of the services are important, especially due to the consumers today who are 

well aware of the quality. Meanwhile, Parasuraman, Zeithani and Berry (1998: 87-92) claims 

five key dimensions associated with the quality of services. The five dimensions of the 

application can be exemplified in education services as follows: 

1. Tangibles (Direct Evidence) such as buildings, classrooms, libraries, laboratories. 
2. Reliability which covers the learning process on the right time both from the start and 

the end following a schedule, the material is according to the content of the syllabus. 
      Assurance (Guarantee) which covers the knowledge and skills of employees, courtesy and 

trustworthiness owned by the staff, free from danger, risk and doubt. 

3. Responsiveness (responsiveness) which includes the desire of the staffs to help the     
students and provide quick services. 
4. Empathy that provides the ease to build a relationship, good communication and 
understand the specific needs of an individual. 
 

Balanced Scorecard approach is able to put the management and employees in 

controlposition to run a successful organization and navigate complex business 

environment. By using the Balanced Scorecard System,managers are able to look not only at 

the results of a quantitative but rather show the process in determining the right business 

strategy. 

To measure the level of success, efficiency, and effectiveness of the activities which are 

being carried out, it needs a Performance Measurement System (PMS) and its 

implementations. Where up to the present time, the Performance Measurement 

Systemand its implementation at Muhammadiyah University of Bengkulu is yet to be 

found. Based on the fact above, it is then necessary to measure the performance at 

Muhammadiyah University of Bengkulu. With the implementation of performance 

measurement and management, it is expected for Muhammadiyah University of Bengkulu 

to be integrated with quality assurance. 
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The organization development is an essential part of the education system in the Private 

Universities. This is because of its strong influence on the successful of the university in 

pursuing its goals, especially the development of the organization concerning the financial 

perspective, customer, business process / service education, and learning and the growth of 

Balanced Scorecard (BSC) as an alternative of the organizational development. In order to 

develop the organization, Private Universities should optimize their education services with 

the existing resources in accordance with the demands of their internal and external 

environment. 

The organizational development of the Private Universities should be given a shift in the 

quality of their services, well-managed and transparent, developed based on clear vision 

and mission, and followed and implemented by all individuals involved in the management 

of the Private Universities. Kaplan and Norton (2000: 8) offer a concept of Balanced 

Scorecard as an alternative to the development of the organization by extending the 

performance of the executive / personnel to four perspectives: financial, customer, internal 

business processes, and learning and growth. It is a very appropriate concept to be applied 

in the development of a Private Universities organization that has suffered this setback. 

An effort to improve the ability of organizations based on long-term perspective which 

consists of a series of sequences by emphasizing the relationship between individuals, 

groups and organizations as a whole. The development of the organizations can also be 

seen as a systemic approach to the application of functional relationship, structural, 

technical, and personal organization. 

The development of an organization means to set up changes for the organization; 

therefore Siagian (1995: 21) introduces that: 

The perception for a need to make changes must be felt because only under such conditions 

the members of the organization are assured that in order to achieve the goals and 

objectives of the organization; new ways, new methods, and perhaps even new strategies 

and visionsof working are needed. One of such many common features is that the 

development of an organization is a continuous and dynamic process. The implementers 

should be able to change the strategy during the process as a result of the arising problems 

and events of the organization. 

Muhammadiyah University takes "Commmit to the quality" as its motto, which is being put 

into realization through Good University Governance in order to improve the 

competitiveness of its institutions and graduates to contribute to the improvement of the 

competitiveness of the nation. In this case, the implementation of the college activities 

based on the Islamic Tridarma and the Muhamadiyah values is always being pursued. It is 

expected for the Muhammadiyah University of Bengkulu to increase its trust and proudly 

addressed of by all parties. 
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The effort to pursue the position in where Muhammadiyah University of Bengkulu (UMB) is 

places as a quality university is to focus its attention on the academic aspects in line with 

the changes in the structure, process, and to set changes in the behavior and organizational 

culture which in turn creates a conducive education and learning processes climate in 

accordance with the character of Muhammadiyah University of Bengkulu (UMB) as a 

Muhammadiyah University. It is fully aware that the reform efforts in the education field 

cannot be done in isolation and apart from social environment, therefore the academic 

policies which are continuously conducted have to be kept synergized with the social needs 

of the community. This means that the social dimension in educational institutions 

isbecoming a determinant factor, so that the necessary policies should be oriented to the 

needs of the society as a macro, comprehensive and synergy between the academic ideals 

with the world of work. 

Along with the increasing stakeholder’s confidence on Muhammadiyah University of 

Bengkulu, it is also expected to be having an impact on the income of Muhammadiyah 

University of Bengkulu. Seeing the above phenomenon, it is necessary to use an alternative 

assessment on the performance of Muhammadiyah University of Bengkulu by using the 

Balanced Scorecard in a more comprehensive, accurate, scalable way because assessing the 

performance of an organization means not only assessing its financial aspect, but also 

making a judgement on the non-financial aspects. Based on this phenomenon, the 

researchers put through the study which is known as "Performance Evaluation of Higher 

Education Institutions With Balanced Scorecard Approach (Case Study at Muhammadiyah 

University of Bengkulu). 

RESEARCH METHODS 

This type of research is by using a survey, descriptive and qualitative research. This 

research is one of the explanatory researches that are used to describe the facts that make 

up the data of a phenomenon as the object of research in an orderly and systematic way. 

The sampling gathering method which is used for the students and parents as well as the 

faculty lectures and the staffs of Muhammadiyah University of Bengkulu is purposive 

random sampling method. While the population and the proportion of the sample for 

students is set at 15% and is taken based on the characteristics and proportions shown in 

Table 1. 
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Table 1 
Sample and Population for Students 

No Faculty Populati on 
Size 

Proportion 
(%) 

Number of 
Respondents 

1 Teaching and Education 618 15 92.72 

2 Economy 304 15 45.56 

3 Agriculture 36 15 5.38 

4 Technics 58 15 8.66 

5 Health 45 15 6.77 

6 Islam 245 15 36.79 

7 Social and Political 203 15 30.49 

 Total 1.509  226 

Source: Processed Data 

While in the case of respondents, 226 people as respondents were chosen and all of those 

were the parents of the students whom had already selected as respondents. The reason for 

the selection of the respondents are the students and the people from the 2011 to 2014 

academic years because of the students and parents of these generations are still active and 

are seen to be using the education services of Muhammadiyah University of Bengkulu 

longer. 

Table 2 

Lecturers and Staffs Population and Sample 

No Respondents’ Status Population 

Size 

Proportion (%) Sample 

1 Lecturer of the Foundation 107 30 34 

2 Staffs of the Foundation 75 30 23 

3 PNSD Lecturers 69 30 21 

 Total 201  78 

 

The technique used to analyze the data is Descriptive Analysis, meaning that the data 

obtained from the study are used to describe the size of the performance of 

Muhammadiyah University of Bengkulu from four perspectives of Balanced Scorecard. 
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Performance measuring is based on Performance Grade, which weight of each perspective 

had been specified beforehand. 

Table 3 

Performance Weighting Aspects and Components 

Performance Aspects and Components Weight of 

Components 

Weight of 

Aspects 

1. Finance  15% 

a. Profit Margin 25% 

b. Return On Asset 25% 

c. Fixed Asset turnover 25% 

d. Total Assets Turnover 25% 

2. Customers  25% 

a. Level of customer satisfaction 30% 

b. Relations with customers  

- Tangible 10% 

- Responsibility 10% 

- Empathy 10% 

c. Levels of gaining new customers 20% 
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d. Tamping power 20%  

3. Internal Business Percentage  40% 

a. Reliability in the learning process 60% 

b. Utilization of the Library 15% 

c. Lecturers and Employees/Staffs’ Commitment 20% 

d. Lecturers and Employees/Staffs’ Satisfaction 10% 

4. Learning and Growth  20% 

a. The potential development of Human Resources Sustainability 

40% 

b. Lecturers and Employees/Staffs’ Educational  
background 40% 

c. Organization Warranty 20% 

 

To assess the performance of various aspects, a standard value is required, here is 

Performance Grade. The range of values used was 1-5 with the meaning as listed in Table 4 

Tabel4 

Performance Grade Balanced Scorecard 

Performance grade Reflecting 

0 - 0,9 Need Improvement 

1,0 - 1,9 GoodEnough 

2,0 - 2,9 Good 

3,0 - 3,9 Very good 

4,0 - 5,0 Extraordinary 

Sumber :Mulyadi ( 2007:346) 

RESULTS AND IMPLICATIONS of RESEARCH 

The data were obtained from secondary data and the distribution of the questionnaires 

were done to the respondents consisting of 226 students and 226 parents as well as the 

lecturers and staffs of Muhammadiyah University of Bengkulu amounted to 78 people. The 

questionnaires were adopted from Parasuraman (1988) with 22 questions 
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for the four dimensions of the customers’ perspective, internal business process and 

learning and growth using a Likert scale. The data is processed by giving weight to each 

perspective where 15% on financial perspective, 25% on customers’ perspective, 40% on 

internal processes of the business and 20% on learning and growth. 

Based on the result from the analysis of each perspective in order to measure the 

performance of Muhammadiyah University of Bengkulu, it can be done by using a 

method which is based on the Balanced Scorecard. This measurement is performed to 

measure the performance of Muhammadiyah University of Bengkulu in a 

comprehensive manner, for example; after the partial measurement is carried out, the 

measurements using the weight of each perspective is seen on Table 5. 

The weighting of aspects is listed by the level of importance of the aspects, which is 

considered more dominant is placed before the weaker ones. Measurement with the 

Balanced Scorecard approach is done by weighting each perspective and a scorecard is 

made. From the calculation results on the scorecard performance as seen above, the 

performance grade of Bengkulu University is worth 1.06, meaning it lies in the 

rangebetween 1.0 to 1.9 which means the performance of Muhammadiyah University of 

Bengkulu is categorized as enough. 

From the performance measurement results of each perspective, the financial 

perspective which was measured by using the ratio of activity with an average yield of 

68% per year and the profitability ratio shows the result of 18% per year.Customers’ 

perspective shows students’ satisfaction average (mean) of 3.76 which tends to be 

“good” and the relationships with students from Tangible aspects shows an average 

(mean) of 3.57, which is “good”.Responsibility shows an average (mean) of 3.64 tends to 

be “good”, Empathy shows an average of 3,2 which means “hesitation”.Internal 

business process perspective shows the reliability of the learning process an average of 

4:0 and that is “good”.While the commitment and satisfaction of the lecturers and 

employees/staffs tend to be “good”. Learning and growth perspective shows and 

average (mean) 4.0 and that is “good”. Performance Grade of Muhammadiyah 

University of Bengkuluis categorized as quite “good”. 

STRATEGIC IMPLICATION 

From the results of the research, it shows that the performance of Muhammadiyah 

University of Bengkulu is categorized as “enough”. From the calculation of the financial 

perspective from the activity ratio shows an average level of achievement of 55%. This 

means the assets owned by Muhammadiyah University of Bengkulu in the form of 

buildings, facilities and the supporting equipment are able to increase its revenue by 

55%. In the same tone, the increasing in the number of new students from year to year 

is reaching 95% of the target set. 

Profitability ratio shows the lowest result at 17%. This is because in 2011 the chairman 

raised the salaries of its lecturers and staffs to improve their welfare; this can also be 

seen from the high satisfaction rate of the lecturers and staffs. In 2014 the profit margin 
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increased to reach 40% but this figure is not yet showing the expected results. The result 

of "Return on Assets" for the last four years shows that the highest ratio reaching only 

18.89%. This shows that the additional of an asset may not be able to increase the profits 

of Muhammadiyah University of Bengkulu. To achieve maximum profit for 

Muhammadiyah University of Bengkulu, the efficiency in the use of the facilities should 

be improved; meaning that there should be the cost of maintenance for the physical and 

learning facilities and it should be budgeted in the budget of the university. 

Based on the results of the questionnaires distributed to the respondents indicated that 

from the customer's perspective, the Muhammadiyah University of Bengkulu has given 

good services by increasing the number of facilities and infrastructure such as buildings, 

facilities in order to improve services for the students. It is shown by the increasing in 

the number of representative and comfortable building facilities; the additional of two 

(2) Muhammadiyah University of Bengkulu campus buildings for example. To improve its 

services of Muhammadiyah University of Bengkulu, there has been an additional in the 

number of Lecturers and Staffs for every year. 

This is shown from the satisfied answers of the respondents when they were asked 

about the services provided by Muhammadiyah University of Bengkulu; where the 

average response reaches 3.97. From the customers’ perspective, Muhammadiyah 

University of Bengkulu should be paying a more attention on the “empathy” dimension. 

Based on the responses from the students and parents, the empathy given by 

Muhammadiyah University of Bengkulu is considered as “sufficient”. To make a definite 

improvement,Muhammadiyah University of Bengkulu should increase its empathy 

towards its students by providing suggestion boxes to later be used as the basis for the 

management decision making in order to achieve a higher level of services for the 

students. It is expected for the customers’ perspective to improve financial perspective. 

Viewed from the perspective of internal business processes, it shows good comments for 

the services given out by Muhammadiyah University of Bengkulu, supported by the 

reliability of the learning process, commitment and the high level of satisfaction of the 

lecturers and staffs. The other aspect which needs to be followed up by Muhammadiyah 

University of Bengkulu is to increase the use of the library for the students by organizing a 

more interesting reading environment, a best layout of the books so they are easily found 

and as well as an increase in the time needed to give out services for students. Another 

way which can be done is by making use of the lecturer's role, where each time they send 

out an assignment, they need to attach a reading reference which could be obtained 

from the library collection. To improve the performance of the “Internal Business 

Process” perspective, Muhammadiyah University of Bengkulu should innovatively 

increase its communication facities which means adding computer 

facilities.Muhammadiyah University of Bengkulu is currently possessing anonline e-

learning system that will be used in the academic process, but this program is yet been 

optimally used and it is considered as a waste on the costs the organization. To improve 
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the competitiveness of the organization, then the use of this system must be 

programmed to be socialized. 

The learning and growth perspectiveis supported by qualified lecturers from educational 

background of 99.5% from S2 (stratum 2 ) qualification and 8% from S3 (stratum 3) 

qualificationand qualified human resources potential development is being carried out 

continuously by means of involving lecturers and staffs in workshops and training on 

university management. It supports the customers’ satisfaction on the guaranty of the 

organization dimension given by the organization Muhammadiyah University of 

Bengkulu. 

CONCLUSION 

From the result of the research which has been described above, the following 

conclusion can be drawn: 

1. From the financial perspective measurement, the financial performance of 
Muhammadiyah    University of Bengkulu is categorized as “enough”. 

2. From the customers’ perspective on service satisfaction, the performance of 
Muhammadiyah University of Bengkulu has shown “good” result for the four the 
dimensions, namely Reliability (Physical Evidence), Reliability and Assurance 
(Guarantee), Responsibility (responsiveness) while from the Empathy dimension, 
Muhammadiyah University of Bengkulu is awarded with“quite good”. 

3. The performance of Muhammadiyah University of Bengkulu viewed from the 
internal business processes and learning and growth perspectives is categorized as 
“good”. 

4. Based on performance measurement withBalanced Scorecardapproach, it shows 
a“good” performance byMuhammadiyah University of Bengkulu. 
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Abstract 
 

This article describes the implementation of Good Corporate Governance by the Board 
of Commissioners and Board of Directors according to PBI Number. 8/4 / PBI/2006 in PT. 
Bank Bengkulu and also describe the obstacles and weaknesses of the implementation 
of good corporate governance by the Board of Commissioners and Directors PT. Bank 
Bengkulu. The purpose of this study was to analyze the implementation of good 
corporate governance by the Board of Commissioners and Board of Directors in 
accordance with the relevant regulations in PT. Bank Bengkulu and to analyze obstacles 
and weaknesses of the implementation of Good Corporate Governance by the Board of 
Commissioners and Board of Directors in accordance with the regulations referred to in 
PT. Bank Bengkulu. The research method was survey to examine the empirical data. The 
data used are primary data and secondary data. The primary data collection techniques, 
researchers conducted observations observations using questionnaires and interviews, 
as stated in Bank Indonesia Regulation in question. Analysis of the data used in the study 
was a qualitative analysis and quantitative. The results shows that good corporate 
governance by the Board of Commissioners in accordance with the relevant regulations 
in PT. Bank Bengkulu is located at an average rank value of 1.79 (Good/Propper). Overall 
was ranked the second position which means Good/Propper. Good Corporate 
Governance by the Board of Directors in accordance with the relevant regulations in PT. 
Bank Bengkulu is located at an average rank value of 2.25 (Good / Propper) 
simultanously ranked the second position which means Good / Propper, although it also 
comes with some obstacles and weaknesses. 
Keywords: Good corporate governance, the Board of Commissioners, Board of Directors. 
 
Introduction  
Governance of the banking industry in many countries, many countries including 
Indonesia in the country in the period of the last three decades has developed very 
rapidly. The sustainability of economic activities in the banking industry is highly 
dependent on understanding the concept of governance as stipulated in the regulations 
in the jurisdiction tertentu.Secara substance, good governance means that power is 
based on the legislation in force (Sedarmiyanti, 2004). All sorts of measures taken are 
transparent and accountable to the public. In the literature are found understanding and 
interpretation of governance. The World Bank, for example, illustrates that governance 
is the use of political power to conduct the affairs of state affairs. In that sense it is an 
institution in the sense of the greatest possible extent is the process by which the 
various institutions, both governmental and non-governmental, interact in the 
administration of the state (National Committee on Governance, 2008).  
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Meanwhile, The Organization for Economic Cooperation and Development (OECD) gives 
the sense of good corporate governance as a form of relationship between the 
management of a company's board of directorsatau group supervisors and managers of 
the company, shareholders, and other stakeholders (Organization for Economic CO-
Operation and Development (OECD), 1999), "corporate Governance: A Frame Work for 
Implementation) principles of Good corporate Governance started a debate and warm 
conversation since the case of the collapse of the giant companies of the world. 
 
In general, "good governance is governance based on the principle of maximum 
participation of all stakeholders (stakeholders), the laws and rules (rule of law) 
transparency, responsiveness, consensus orientation, equity and fairness, efficiency and 
effectiveness of accountability and strategic vision. (Pieris and Jim, 2007). The use of the 
principles of good governance in the business world is called Good Corporate 
Governance. In other words, businesses must also establish and maintain the principles 
of good governance.  
 
Yet the implementation of good corporate governance is suppose to be a major factor of 
longterm crisis in Indonesia (Tangkilisan, 2003). Since 2009, the Association of Regional 
Development Banks (Asbanda), representatives of BPD throughout Indonesia, and Bank 
Indonesia as the banking authority has been meeting intensively in order to inventory 
the various facts and formulate problems faced by the Regional Development Banks 
(BPD) today and in the future (Asbanda, 2010). 
 
The purpose of this study is to analyze the implementation of Good Corporate 
Governanceoleh Board of Commissioners and Board of Directors in accordance with PBI 
No. 8/4 / PBI / 2006 PT. Bank Bengkulu. And then we analyze the obstacles and 
weaknesses of the implementation of Good Corporate Governanc eoleh Board of 
Commissioners and Board of Directors according to PBI Number 8/4 / PBI / 2006 PT. 
Bank Bengkulu. 
 
Theoritical Review 
Maintaining the momentum of economic recovery, the policy response in the banking 
sector is focused on accelerating the recovery of bank intermediation function. The 
accelerated pace of recovery of the banking function is taken among others by easing 
some banking regulations so that the banking industry can be quickly pushed to expand 
credit. Despite easing the banking sector is done, the policies adopted by Bank Indonesia 
still prioritizing the effort to create a bank management discipline through compliance 
with the principles of prudential banking and the implementation of Good Corporate 
Governance. (Sutedi, 2011).  
 
In order to remain encouraging efforts to create a banking industry that is safe, healthy 
and strong, with regard to the implementation of Good Corporate Governance GCG to 
improve the stabilization of the resilience of the banking system, in the fourth quarter of 
2000 has been completed appraisal fit and proper for the owner and caretaker, 
interview of the owner and caretaker (new entry), as well as the approval of the 
appointment of the director of compliance (compliance director) in some commercial 
banks. Meanwhile, in terms of improvement of banking regulations, during the period of 
Bank Indonesia has issued a refinement of Bank Indonesia Regulation (PBI) on the 
assessment of capability and compliance (Fit and Proper Test), regulation of commercial 
banks and the regulation of the Intraday Liquidity Facility (FLI) for commercial banks. 
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GCG on the same banking principles that embrace the concept of good corporate 
governance, which consists of five aspects, including transparency, responsibility, 
accountability, independence and fairness. BI also use these principles. It should be 
understood that the bank is an institution that has absolute confidence should apply the 
principles of GCG. (Oka, 2004). 
   
Good Corporate Governance according to PBI Number. 8/4 / PBI / 2006. 
According to Bank Indonesia Regulation Number. 8/4 / PBI / 2006 first must know what 
is meant by good corporate governance it. According to Chapter 1 General Provisions 
Article 1 paragraph (6) of Bank Indonesia Regulation Number. 8/4 / PBI / 2006 stated 
that good corporate governance is a Bank's governance which apply the principles of 
transparency, accountability, responsibility, independency, and fairness. In terms of 
good corporate governance according to Bank Indonesia Regulation Number. 8/4 / PBI / 
2006, the Bank shall implement the principles of good corporate governance in all its 
business activities at all levels of the organization. (Article 2 paragraph (1) of Bank 
Indonesia Regulation Number. 8/4 / PBI / 2006). Implementation of the principles of 
good corporate governance in all its business activities, including during the preparation 
of the vision, mission, strategic plan, the implementation of policies and measures of 
internal control at all levels of the organization.  
 
Implementation of the principles of Good Corporate Governance GCG in accordance 
with the provisions of Article 2 paragraph (2) b is related to completion and 
implementation of the tasks of committees and working unit that runs the Bank's 
internal control functions. Formation of committees among other things is intended to 
help smooth the task of supervision by the Commissioner while the task of control by 
the Board of Directors is supported by the establishment of work units perform control 
functions such as internal audit unit, the working unit of compliance and risk 
management work unit. 
 
On the next point related to the Bank's Strategic Plan stated that the Bank's Strategic 
Plan includes corporate plan as well as a business plan. Lastly is the transparency of 
financial and non-financial condition of the Bank. Transparency here include aspects of 
the disclosure Bank information that is both qualitatively and quantitatively to the 
stakeholders.  

 
Theory of Good Corporate Governance 
The emergence of the concept of good corporate governance, is the answer to all the 
experts or scientists tidakpuasan finance the performance of agency theory in empirical 
level. Even the elements that help the enactment of good corporate governance alone is 
no longer derived from agency theory. 
 
In the modern economy, management, and management of the company more and 
more separated from the ownership of the company. This is in line with the Agency 
Theory, which emphasizes the importance of company owners handed over the 
company to the management of professional personnel (agents) are better understood 
in running the daily business (Sutedi, 2011).  
 
The purpose of the separation of management from ownership of the company, namely 
that the owner of the company to benefit as much as possible with cost efficient as 
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possible with its management company by trained professionals. This theory emerged 
after the separation of the ownership of the company with a phenomenon that occurs in 
management, especially in large companies that modern. Agency theory answer to give 
you an idea what things are likely to happen between agents with the principal 
(shareholders) and the principal (shareholders) with the principal (Band, 1992). 
 
Definition of principal in the agency theory are those who give up some or all of the 
wealth to be developed by others. One of the authors expert agency theory that 
summarizes the relationship between agency theory with modern corporate governance 
within the company are David Band. 
 
According to share holders value theory, the most fundamental responsibilities of 
directors is acting in the interests of increasing the value profits from shareholders. The 
argument is that if companies pay attention to the interests of suppliers, customers, 
employees, and the environment, then the value obtained by the shareholder will be 
less, so goes the maintenance of the board of directors should consider the interests of 
its shareholders to ensure the health of the company in the long term, including an 
increase in the value of shareholders (Smerdon, 1998). 
 
Stakeholder theory, in a general sense that the ultimate goal of shareholder value 
theory, clearly has failed to heed the needs of customers, suppliers, and labor Smerdon, 
1998). Stakeholder is an individual, group of people, the community or society as a 
whole or partially with ties and interest in the company. 
 
Research Method 
This research is an empirical research. Empirical legal research is a type of research with 
non-doctrinal approach, socio-legal research. In empirical legal research law is not solely 
conceived as a normative phenomenon independent (autonomous) as ius 
constituendum and ius constitutum, but empirically as ius operatum the law as it is in 
society (welding as what it is in society).  
 
The purpose of this study is to analyze the implementation of Good Corporate 
Governance by the Board of Commissioners and Board of Directors in accordance with 
PBI No. 8/4 / PBI / 2006 PT. Bank Bengkulu and analyze obstacles and weaknesses of the 
implementation of Good Corporate Governance Board of Commissioners and Board of 
Directors according to PBI Number. 8/4 / PBI / 2006 PT. Bank Bengkulu.  
 
Discussion  
Implementation of Good Corporate Governance by the Board of Commissioners and 
Board of Directors according to PBI Number. 8/4 / PBI / 2006 PT. Bank Bengkulu. 
Broadly speaking, the BOC perform oversight functions, while the Board of Directors is 
responsible for determining and implementing strategies to achieve the goals and 
objectives of the company's business. Further related to the duties and authority of the 
Board of Commissioners, as an implementation of Good Corporate Governance, duties 
and authority of the Board of Commissioners has been set forth in the articles of 
association of PT. Bank Bengkulu and has been implemented in the management and 
monitoring activities of PT. Bank Bengkulu. Based on the articles of association of PT. 
Bank Bengkulu Article 18 on the role and authority of the Commissioner, Duties and 
Powers of the Board of Directors are as follows: 
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1. The Board of Commissioners shall conduct supervision over the duties and 
responsibilities of the Board of Directors both the company and the company's 
business and provide advice to the Board of Directors of the company. 

2. Perform tasks specifically assigned to him according to the statutes, laws and 
regulations in force and / or by decision of the Annal General Meeting (AGM) of 
Shareholders. 

3. Perform duties, responsibilities and authority in accordance with the articles of 
association of the company and the decision of the AGM. In connection with the 
above duties, the Board made a report on the supervisory duties that have been 
done during the past know a new book to be presented to the AGM. 

4. In carrying out the supervision of the Board of Commissioners shall direct, 
monitor and evaluate the implementation of the strategic policy of the 
company. 

5. The Board of Commissioners shall carry out the duties and responsibilities 
independently. 

6. The Board of Commissioners must implement and ensure implementation of the 
Risk Management and the principles of good corporate governance in all 
business activities of the company at all levels of the organization. 

7. To support the implementation of these tasks BOC: 
a. Develop Work Guidelines BOC 
b. Evaluate and approve the Work Plan and Business Plan Bank 
c. Help encourage business formation and development bank 
d. Proposes the appointment of Public Accounting Firm on the recommendation 
of the Audit Committee to conduct an audit of the financial statements of the 
company for approval by the General Meeting of Shareholders (AGM). 

8. BOC both together and individually every time in the company's office hours are 
entitled to enter the building and yard or other place used or controlled by the 
company and entitled to inspect all books, letters and other evidence inspect 
and verify the circumstances cash and others as well as the right to know all the 
actions taken by the Board of Directors. 

9. The Board of Directors and each member of the Board of Directors is obliged to 
provide an explanation about everything asked by the Board of Commissioners. 

10. The Board of Commissioners are prohibited from engaging in the decision-
making operational activities of the company, unless otherwise provided in the 
articles of association. 

11. In order to support the effective implementation of duties and responsibilities, 
the Board shall establish committees in accordance with the legislation in force. 

12. The Board of Commissioners shall have a Board of Commissioners Work 
Guidelines which are binding upon every member of the Board of 
Commissioners. 

13. The Board of Commissioners must provide sufficient time to carry out their 
duties and responsibilities optimally. 

14. The Board of Commissioners shall ensure that the Board of Directors has 
followed up on audit findings and recommendations of the internal audit unit of 
the bank, external auditors, the results of the Financial Services Authority 
supervision and / or other authorities supervision result. 

15. The Board of Commissioners may at any time and reserve the right to 
temporarily dismiss one or more directors. 
 



                                                      Transforming Business in Emerging Markets 
 

218 
 

As for the implementation of the execution of the tasks and powers of the Board of 
Commissioners may be realized in various strategic policy of the company, among 
others, monitoring, evaluation, advice and the advice and recommendations include: IT 
policy, investment policy, Credit Policy. In the implementation of Good Corporate 
Governance in PT. Bank Bengkulu BOC for one semester of the second half of 2014, has 
met 4 times, either directly or through teleconferencing technology and attended 
regularly. 
 
Overall results of the questionnaire table overall total score was 66.46 (sixty six point 
forty six) with an average overall score of 1.79 (one point seventy nine). Implementation 
of Good Corporate Governance by the Board of Commissioners by PBI Number. 8/4 / PBI 
/ 2006 PT. Bank Bengkulu is located at an average of 1.79 (Good / Propper) because in 
between (Composite Value 1.5 < Value Composite <2.5) means that respondents overall 
was ranked at position Good / Propper. 
 
Related to the duties and responsibilities of the Board of Directors, based on the Decree 
of the Board of Commissioners of PT. Bank Bengkulu Number. 379 / DK-BPD / III / 2004 
dated March 29, 2004 about the rules and procedures for running the job of Director of 
PT. Bank Bengkulu are as follows: Board of Directors has the main task to lead, 
managing, and implement public policy PT. Bank Bengkulu predetermined Commissioner 
according to the vision and mission of the company. 
 
Overall results of the questionnaire table overall total score is 90 (ninety) with an 
average overall score of 2.25 (two point two five). Implementation of Good Corporate 
Governance by the Board of Directors according to PBI Number. 8/4 / PBI / 2006 PT. 
Bank Bengkulu is located at an average of 2.25 (Good / Propper) because in between 
(1.5 Composite Value <Value Composite <2.5) means that respondents overall was 
ranked at position Good / Propper. 
 
Barriers to Implementation of Good Corporate Governance by the Board of 
Commissioners by PBI Number. 8/4 / PBI / 2006 PT. Bank Bengkulu. 
All members of the Board of Commissioners of PT Bank Bengkulu nothing comes from 
banking or finance. Competency Based or not a banking background. In performing the 
duties of the Board of Commissioners shall and must work hard, as participated in 
workshops, trainings training, training in banking and finance are carried out by 
consultants, banking institutions and financial. Competency Based, educational 
background and work background member of the Board of Commissioners of PT Bank 
Bengkulu that no banking or finance. 
 
It should be recognized that the human resources plays a vital role in the 
implementation of Good Corporate Governance. Particularly from the BOC. The more 
reliable human resources human resources owned by BOC will further facilitate, ease 
BOC. In implementing its duties and responsibilities in the bank. Human Resources The 
need for qualified human resources becomes a necessity that can not be delayed. This 
meant that, the implementation of the tasks and responsibilities of the BOC, particularly 
the Board of Commissioners of PT. Bank Bengkulu become more optimal. Can be as 
much as possible in carrying out its duties and responsibilities in PT. Bank Bengkulu. 
 
Weakness occurring in Indonesia is the oversight function. Structurally, the monitoring 
function is very clear, so are the organs that run, the Board of Commissioners and 
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committees underneath. However, the understanding of how supervision needs to be 
improved. This weakness is expected to be filled by the audit committee. 
 
So the banking operations must be in harmony with the new policies in question, 
meaning that banks must continually make adjustments, renewals, revisions to the 
policy of all policies. Directors who uses an umbrella law or regulation PBI FSA regulation 
in question. While in the implementation of policies, SOPs, SK Board of Directors will be 
related to hardware updates hardware and software information technology software 
banking, Demands number and qualification of human resources. In operation pretty 
much demands the renewal and revision of the intended as well as adjustments related 
to changes of renewal is relatively heavy to be met, including the presentation of the 
financial reporting system that requires the use of the concept of SFAS 50-55.  
 
Directors who uses an umbrella law or regulation PBI FSA regulation in question. While 
in the implementation of policies, SOPs, SK Board of Directors will be related to 
hardware updates hardware and software information technology software banking, 
Demands number and qualification of human resources. In operation pretty much 
demands the renewal and revision of the intended as well as adjustments related to 
changes of renewal is relatively heavy to be met, including the presentation of the 
financial reporting system that requires the use of the concept of SFAS 50-55. The 
composition of productive credit (Micro, Small and Medium Enterprises SMEs) must be 
balanced with consumer credit, do not just rely on consumer credit (credit servants) are 
almost without risk.  
 
Conclussion  
Implementation of Good Corporate Governance by the Board of Commissioners by PBI 
Number. 8/4 / PBI / 2006 PT. Bank Bengkulu is good or appropriate (Good / Proper). 
1.79 (Good / Proper) as a whole is ranked second, which means Good / Proper. 
Implementation of Good Corporate Governance by the Board of Directors according to 
PBI Number. 8/4 / PBI / 2006 PT. Bank Bengkulu is good or appropriate S (Good / 
Appropriate). 2.25 (Good / Appropriate) as a whole is ranked the second position which 
means Good / Appropriate. There are some barriers to the Implementation of Good 
Corporate Governance by the Board of Commissioners and Board of Direectors by PBI 
Number. 8/4 / PBI / 2006 in PT. Bank Bengkulu, presented in Table 1. 
 
Table 1 
Barriers to the Implementation of Good Corporate Governance 

Barriers of 
BOC 

The Weakness of 
BOC 

Barries of BOD The Weakness of 
BOD 

Competency 
Based. 

management skills 
need to be 
improved. 

PBI (FSA) regulation 
or regulatory 
developments very 
dynamic, very fast. 

Have guidelines 
(Standard 
Operational 
Procedure) SOP 
adequate but not 
run optimally. 

Background 
BOC are non-
banking. 

BOC functions that 
would otherwise 
be constantly 
optimized, 

The Board of 
Directors is not 
maximized by fully 
disclose the Bank's 

Uniformity banking 
certification. 
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maximum, 
improved. 

policy of strategic 
policies in the field 
of employment to 
employees with 
accessible media. 

   Source: based on data processed in PT. Bank Bengkulu. 
Implementation of Good Corporate Governance by the Board of Commissioners and 
Directors PT. Bank Bengkulu is good or fit with PBI Number. 8/4 / PBI / 2006, but is 
obliged to be improved or optimized to be extremely fit. Barriers and weaknesses of the 
implementation of Good Corporate Governance by the Board of Commissioners and 
Directors PT. Bank Bengkulu to be addressed, addressed and sought after road 
completion, so it does not interfere with the implementation of good corporate 
governance conducted by the Board of Commissioners and Directors PT. Bank Bengkulu. 
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Abstract 

Bengkulu Province has one city in nine districts with position extending from east to 
west of the Sumatera Island a lenght about 600 KM. Limited health care provicers, broad 
distribution of the population and limited access causing of the less provision of services 
by the government and other parties. So it will appear the un fair of financing and health 
care inequities. Health BPJS on the first Januari, 2014 started conduc national health 
insurance dor Indonesian people, both rich and poor people. The health care provision 
depends on the infrastructure in the society. Without the infrastructure improvement  
which is concerned the equitable distribution of health services will be difficult and 
unreal of health insurance. For the implementation of the national health insurance can 
be evenly financing, it’s necessary to analize equality and financing of health services in 
the implementation of national health insurance. Research Method. The research use 
Formatif Analisys method to evaluate the implementation of policies. Discriptive 
research which was done observationally, showing discription and centered on actual 
solution. Research Finding and Discussion. The first level health facilities 272 unit, 
puskesmas capitation Rp. 4.847. the most capitation Health financing is in urban city and 
some regencies that have enough medical personnel. The unevent health financing will 
effect to the uneven health care services. Conclusion and Suggestion. The lact of FKTP. 
General practitioner and dentist are still less impact on the small capitation funds 
received. Encorage local goverment clinic and practices so as not to burden the budged. 

Keyword : Equitable distribution of health care, equitable distribution of health 
financing. 

PREFACE 
National Health Insurance (JKN) started in 2014 is gradually heading towards the 
Universal Health Coverage. National Health Insurance aims to facilitate the people to 
access a qualified health care. The alteration of funding toward the Universal Coverage 
is a good thing however it also has its own risk and side effects. The inequality provision 
of health facility, health personnel and geographical condition, rise new problems of the 
injustice among regencies/city and districts in Bengkulu Province.  
Implementation of National Health Insurance has been ratified by laws No: 24 Year 2011 
about Health Care and Social Security Agency (BPJS Kesehatan), that on the 1st January 
2014 started the social health insurance for all Indonesian people, rich and poor, 
requires joining efforts to enhance the quality and affordability of society to get health 
care. Article 3 of Law No. 24/2011 about BPJS: National Social Insurance system aims to 
provide guarantee to the fulfillment of basic needs to decent life for all participants 
and/or family members. The principles of BPJS are: cooperativeness, mandatory 
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participation, contribution that based on percentage of wages/earnings. It is managed in 
a nonprofit and mandate nature. 
Bengkulu Province has 1 City and 9 Regencies with elongated position from east to west 
of the Sumatera Island at the length of + 600 Km. The limited provision of health 
services, the wide spread of population as well as the limited access are leading to the 
lack of health services supply from the government and other parties, that would likely 
lead to the inequalities of health care and health financing. 
Health facilities in rural areas are limited, while in the city area have more provider, then 
it is used more often, with unlimited benefit package. The increased supply in certain 
region will definitely siphon the BPJS funds to city areas. Health care provisions depend 
on the infrastructure in the society, without improving the infrastructure it is feared that 
the equality of health financing will be difficult to achieve. Financing the investment and 
varieties of medical actions that may not have been covered by BPJS, need to discuss the 
role of regional government in the equitable distribution of health services.  
In order for the JKN to be distributed evenly in providing the health care to JKN 
participants and the equity financing in Bengkulu Province, it is required an analysis of 
the availability of facilities and health financing, the achievement of universal health 
coverage for the dimensional of guaranted health services, and the proportion of 
guaranted health funding in Bengkulu Province.  
The Problem, does the availability of health facilities, General Doctors and Specialists 
have spread evenly for the benefit of JKN and health financing, is there a budgetary  
investment from the Regency/City/Province Governments and other sources for the 
availability on facilities and health personnels in Bengkulu Province.  
Research Question, how can the availability of health facilities benefitting the JKN of 
people in Bengkulu Province?, How about the distribution of general doctors and 
specialists in Bengkulu Provinces and BPJS resource based of health funding nowadays?  
Research Target, understanding the availability and equality of health services, efforts to 
distribute evenly the health facilities and health financing in Bengkulu Province.  

 
MATERIALS AND RESEARCH METHODS  
This research uses the Formative analitical method to assess on how the program/policy 
implemented and how about the insides to modifying and enhancing for good reasons1. 
Collected data types are quantitative and qualitative, quantitative data is used to 
understand the availability and health services coverage among the Regency/City and 
health financing effect of JKN implementation. 
Data Resources, The Agency Office of Health of Bengkulu Province. National Health 
Insurance in BPJS Kesehatan. 
Data Analysis, compared among regency/city, standards set by applied rules, health 
system according to WHO, Roadmap to JKN 2012-20192 and scenario planning 3,4. 
 
RESULTS AND DISCUSSION 
1st level Health Facility  
Number of 1st Level Health Facility (FKTP) or Primary health services work coordinately 
with the BPJS Kesehatan in Bengkulu Province in May 2014: Puskesmas 180 units, 
Primary Physician Practice 46 units, Primary Clinic 3 units, in March 2015: Puskesmas 
180 units, Primary Physician Practice 65 units and Primary Clinic 27 units (BPJS 
Kesehatan). The number of First Level Health Facilities work coordinately with BPJS 
Kesehatan in 2014 was amounted to 229 units and in 2015 its number increases to 272 
units or up to 18.78%. 
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According to the Roadmap to JKN 2012-20192 the ratio of general doctors 1: 3000 to 
population, the same number applied to the ratio of primary health service facilities 
rasio to the number of society. The needs for First Level Health Services in Bengkulu 
Province is amounted to 590 units. In early 2014 there were 229 units available and in 
2015 there were 272 units.  
Puskesmas as one of the First Level Health Services is paid with capitation system, 
number of capitation varies from Rp. 3.000,- s.d Rp. 6000,-. Capitation avarage in 
Bengkulu Province in October 2014 was amounted to Rp. 4.794,-. Whilst in March 2015 
was Rp. 4.847,- there was an increase of 17,51%, further details can be seen on picture 
1. 

 
Picture 1 

Average Capitation March 2015 in Bengkulu Province 
 

Percentage of Puskesmas according to capitation between Rp. 3.000,- s.d Rp. 6000,- in 
March 2015 in Bengkulu Province can be seen at Picture 2. 

 
Picture 2 

Percentage of Puskesmas according to Capitation In March 2015 in Bengkulu Province 
On picture 2 can be seen that the biggest percentage of Puskesmas with capitation from 
Rp. 4.500,- out of maximum Rp. 6.000,- .This condition shown Puskesmas with no 
doctors and dentists.  
According to the Roadmap to National Health Insurance (JKN) 2012-2019, the target is 
one general doctor serves 3000 number of population. General doctors is equal to the 
first level of health facility (FKTP), so the needs of FKTP in Bengkulu Province in the year 
2019 will be amounted to 590 units. The Government is held responsible for the 
availability of health facilities for the health insurance program. What can the 
government policy do to complete the proces, so as to the realization of first level health 
facilities to be distributed evenly can be reached. The efforts to complete the health 
facilities need human resources from general doctors, dentists which until now are still 
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lacking in Bengkulu Province, it can be seen from the capitation funding in Puskesmas 
that is not maximally absorbed. Adding Puskesmas as the primary health facilities (FKTP) 
depends on the special allocation fund (DAK), this condition may affect the fulfillment of 
FKTP in 2019.  
Equity in health is often understood as justice and equalization for health services. It is 
focused on the accessible and equal of health services and getting the services with 
qualification standards set. Still needs to study the geographical and socio-economy 
equities. Three dimensions of equity in health are divided into: a) equity in health status; 
b) equity in using the health services; c) equity in health funding5.  
The budget for General Doctor’s and Dentists contract in Puskesmas will be difficult to 
achieve in Regional Budgetary Plan of Regency. According to the Indonesia’s Presidential 
Decree Number 12 Year 2013 about Health Insurance and the Indonesia’s Presidential 
Decree Number 111 Year 2013 about the Change on the Presidential’s Decree Number 
12 Year 2013 about Health Insurance, Article 34 paragraph (1) in the case of an area with 
no sufficient health facilities provides to fulfill the medical needs of participants, BPJS 
Kesehatan obliged to provide compensation. Paragraph (2) Compensation as said in 
paragraph (1) can be: a. reimbursement in cash; b. Delivering health personnel; c. 
Providing certain health facilities6.  
The Agency Office of Health in Region and BPJS need to set the verification team for the 
society who live far away with no health facilities provided to benefit from the health 
facilities that do not work coordinately with BPJS. In World Health Report of 2010, it is 
included that 3 dimensions in achieving the world coverage5, that is: 1) all people 
become the participants of health insurance; 2) Health service with benefit package 
covering the comprehensive services (preventive, promotive, curative, and 
rehabilitative). Shall be provided by the health facilities owned by the government, such 
as Puskesmas, Clinic, General Practice and Hospital; 3) Financing for beneficiaries are 
paid by the Government, and the people who can afford to pay the premiums.  
The availability of first level health facility/primary health services will affect the services 
package provided by BPJS to the participants, this condition needs to be supported by 
the policy so BPJS may compensate with money to hire health personnel or, send health 
personnel or provide health facilities such as primary clinic/doctor practice, so the 
people may access the health services.  
BPJS is obliged to provide compensation in achieving the Roadmap to National Health 
Insurance 2012 – 2019 point (3) medic and non-medical benefit package are equal to all 
participans, and (4) health facilites have evenly spread2. Population participates in BPJS 
is not only numbers to be account to achieve the universal coverage, but the location of 
the houses spread and geographical area and the mountain, are also nature condition 
that can’t be changed so fulfilling the health services facilities can not be counted with 
ratio only.  
Primary service programs aimed to enhance the people’s health in developing countries 
hasn’t been succeeded in narrowing the gap of health services between poor people and 
rich people. Studi in Meksiko9, discovered that several aspects of delivering primary 
services has independence important effect in lowering the opportunity of social 
influence for dying children. Health system oriented towards the primary services (such 
as in Great Britain) has decreased considerately the gap in health services8.  
Region with high ratio primary doctor services for the people has lower health services 
prices compare to the region with low ratio, partly because they have better prevention 
services and lower hospitalization rates9. Analysis shown that linear reduction in 
medicare spending paralel to the increase of primary doctor’s services and better quality 
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of services10. Treatment for general disease on the society is more expensive if provided 
by the specialists than the general doctor, with no differences in result11. 

 
There are six mechanism that could explain the beneficial impact of primary care to 
society’s health, namely 1) more access to services needed; 2) better quality; 3) more 
focus on the prevention; 4) early health management; 5) characteristic cumulative effect 
on the provision of primary care; 6) role of primary care in decreasing the un-needed 
specialist care9.  
The main challenge for the primary care practitioners 1) admit and manage the society; 
2) prevent the side effect of medical intervention; 3) maintain the high quality and 
important characteristic of primary care practitioners; 4) increase the equity in health 
care and society’s health12.  
The evenly spread of first level of health facilities (FKTP) benefits the society, 
government and the Agency of Social Health Insurance, because that can prevent the 
disease, decrease the price of treatment and enhance the people’s health. 
Regency/City/Province Government must encourage private company and personal to 
establish FKTP in remote areas that difficult to reach.  
 
Referral Health Facility 
Numbers of Referral Health Facility work coordinately with BPJS in 2015 was amounted 
to 20 hospitals owned by Regional Government, Indonesian Army (TNI), Indonesian 
Police (POLRI) and private. The highest ratio of referral health facilities is in the city of 
Bengkulu that reaches 2,19 per 100.000 population, and the lowest is in Seluma Regency 
of 0,55 per 100.000 population.  
The development of basic health facilities and referral conducted by the Regency/City 
and Province Government depends mostly on the Special Allocation Fund (DAK), which 
in the year 2015 was Rp. 38,887M while the DAK allocated for referral health facilities in 
2015 was Rp. 29,724 M. (resource : Agency Health Office of Province Government). 
Funds allocated to develop health care facilities are limited to fulfill the needs of basic 
health facilities and complete the referral health facilities. Government must encourage 
private sector to develop the first level of health facilities including the health referral 
facilities.   
 
Specialists Care 
The number of specialists in Bengkulu Province in November 2013 was 54 or 3 per 
100.000 population. The needs for specialist doctors in hospitals in Bengkulu Province is 
144 specialist and based on the equally spread of services if compared to Jakarta as 
monitoring result of National Health Insurance Program in 2014, Bengkulu Province 
needs 511 specialist doctors. The needs for specialist doctors based on the Strategi Plan 
(Renstra) of the Health Ministry of 2009 – 2014 of 144 specialist is achieved, if all 84 
participants of specialist doctors’ education in 2013 from Bengkulu return to the region. 
However the needs which based on the equality if compared to Jakarta may not be 
fulfilled.  
Elliott Fisher and partners, study the Medicare services provided for the American 
population, shown that the higher the ratio of specialist per population, impacts on the 
increased level of operation, performance procedure and expenses; so the higher the 
level of expenses in one geographical area, the more people to see the quality and 
results of specialist’ care to treat the disease and prevention compared to the primary 
care doctors13. The development of primare care doctor with special needs in England 
results in the decrease of waiting time to consultation in many kinds 14. Increasing of 
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primary care availability provides more proper and cost efficient services by increasing 
the number of specialists.  
Considering the strong evidence that having more specialists, or higher ration of 
specialist and population will benefit the people’s health needs and may have bad effect 
when the specialists’ care are not needed, increasing the number of specialist is not 
justified, Maybe there are certain specialist in a sufficient number to meet the criteria’s 
needs. Besides, there are sufficient evidence that increasing the number of doctors’ care 
will benefit the people’s health15.  
The amount and type of specialist needed for an area that doesn’t have specialist. 
Specialist doctors on duty at the hospital to provide specialistic not general referral 
services so as to optimalize the referral system.  
Health financing in Regency/City and Province comes from the APBD, APBN and BPJS 
and other resources that could not be ascertained. In the context of health insurance, 
national purchasing covered the amount of benefit package, list of rates, provider’s 
contract, accreditation, payment mechanism to users, claim mechanism, fraud 
prevention system, and etcetra. Purchasing is related to the availability of health 
facilities and human resources16. The limited health care facilities without numbers and 
types of personnel impacts on the low capitation received by the Puskesmas and 
services claim with light category.  
This conceptual frame serves as the basic to compile some possible scenarios in the 
implementation of JKN policy in 2014 until 2019 which relates to to geographical and 
socio-economy justice.  
Scenario planning is not an activity to choose the alternatives, however it will be better 
to understand how each possibility may run. Central Government, Province and 
Regency/City shall prepare to face any possibility in the future by the implementation of 
National Health Insurance. Scenario planning is an aid in policy making to look at the 
uncertain possibility in the future.  
In the National Health Insurance, the optimistic scenario is Road Map2 arranged by the 
Indonesia Government. This Road Map proclaims that in 2019 Indonesia requires health 
insurance for all people (dimension I), ensures all diseases (dimension II) and portion of 
costs borne by the people (dimension III) as small as possible. 
The achievement of UHC must be pursued by increasing the health care facilities on the 
first level in accordance to the ratio set at picture 3. Completing the number and types 
of personnel in puskesmas so as to maximace the capitation and qualified services and 
equity financing at picture 4.  
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Picture 3 
The Effort to Fulfill the Number of FKTP until 2019  

 
Picture 4 

Effort to Fulfill the Number and Types of FKTP Personnel  
to get Maximum Capitation until 2019  

 
In this optimistic scenario, it is shown that in five years, all regencies will reach the 
number of FKTP according to provision and number and types of personnel are met the 
criteria so as to get the maximum capitation.  
This scenario was based on several assumption such as: FKTP availability; the availability 
od human resources that can be spread evenly; central government, regency/city and 
province have investment fund to counterweight the fulfillment of health care facilities 
in the National Health Insurance.  
The effort to reach the target of Universal Health Coverage in 2019 by using this Road 
Map has several assumption such as: 1) Government, Regency/City and Province 
Government develop Puskesmas and hospitals to fulfill the health care facilities in the 
regions which geographically difficult, if evenly distributed health care facilities and 
personnel are wanted so there’s only small differences between good and bad in the 
area; 2) Regeny and Province Government allocates incentive for health personnel in 
remote areas, and incentive for specialist in hospitals so there will be equal access for 
good area and bad area; 3) Government allocates fund for procurement of specialistic 
medical support equipment in hospital, so the specialist doctors may perform their duty 
well, improving and adding the health care facilities/PPK and infrastructure so there will 
equal access for good and bad areas.  
In Ghana, the National Health Insurance Scheme covers formal and informal sectors for 
treatment of outpatient and inpatient in public facilities and accredited private facilities. 
Eventhough the policy’s good will and country’s commitment for equity, the regressive 
financing mechanism persists in Tanzania, Ghana and South Africa, lack of medicines and 
personnels, far away distance and high cost of travel, perception and quality of bad 
service experience, and oftenly better resources of private sector. 17.  
The strategic arrangement may increase the performance of health system by put-
forwarding the quality, efficiency, equity and responsivenes toward the health care 
provision and, therefore it may accelerate stimulating the achievement of Universal 
Health Coverage18.  The universal coveral principles were built to ensure the protection 
of money and access to health, are needed for all members of society; this element is a 
condition required for the equity of health system19.  
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The policy of government, Province and Regency/City government must focus on the 
financial guarantee for poor people to pay the dues, ensuring the equity of health care 
facilities and personnel to remote and difficult-to-access areas, so there will be no 
differences in access and quality of services received. 
 
CONCLUSIONS AND SUGGESTIONS 
Conclusions 
The availability of first level health care facilities (FKTP) are still lacking to fulfill the 
needs in 2019. The availability of general doctors in Puskesmas is still limited so the 
capitation is not maximum. The availability of specialist doctors is still limited so the 
services are lacking if compared to standard and availability in other Province.  
Suggestions 
The Central Government revised the Health Ministerial Regulation Number: 59 Year 
2014 about the Standard Price of Services that has to consider the unwanted area with 
less population; Allocating funds to help specialist doctors’ education and providing the 
lack of supporting medical equipment for specialist. Appying regulation of compulsory to 
specialist doctors. Province, Regency/City Government; providing insentives for general 
doctors, specialist doctors and arranging joint strategy between Central Government 
and BPJS Kesehatan to increase the number of facility and personnel, if realizing the 
equal access and quality of services are wanted; Hiring doctors and dentists to 
Puskesmas, providing specialist education recommendation for general doctors non 
government employees (PNS) to fulfill the lack of personnel; Allocating funds for 
specialist education and procurement of supporting medical equipment for specialist. 
BPJS Kesehatan providing compensation in policy: a) cash reimbursement, b) distributing 
health personnel; and c) providing certain health care facilities.  
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INTRODUCTION 

Background 

Bengkulu has many potential tourism spots to be developed. One of them is Pantai 

Panjang which is located on the west side of Bengkulu city and is approximately 2 

kilometers from the city center. The strategic location and beautiful scenery are the 

advantages the Pantai Panjang may provide. Therefore, serious attention from the 

provincial governments is necessarily required in order to make Pantai Panjang 

interesting and attractive enough for the tourists to visit Bengkulu. There are six types 

of tourism development that can be implemented in the Pantai Panjang area, such as 

beach tour, urban tour, folk tour, water attractions, excursion tour and ecotourism port 

tour. These developments  are  expected to  increase  local  people income and  

internally generated revenue (IGR) and welfare in Bengkulu. 

The increasing number of tourists visiting Bengkulu city has contributed significantly 

toward the tourism development. The evidence is derived from Department of Culture 

and Creative Economy of Bengkulu City with regards to the data of the foreign and local 

tourists visits in 2007-2014. The data show that there is an increase number of tourists 

visiting Bengkulu every year with the average of 19.71 percent. The data indicates that 

there will be great opportunities for the improvement of local people income and IGR in 

Bengkulu. The following table shows the results of research conducted at the office of 

Culture and Tourism of the city of Bengkulu on the data and the number of local and 

foreign tourists from 2007 to 2014: 

Table 1. The Number of Local & Foreign Tourist Visits in Bengkulu City, Year 2007-

2014. 

No. Year Foreign 
Tourists 

Local 
Tourists 

Total Percentage of 
Growth (%) 

1 
2 
3 
4 
5 
6 
7 
8 

2007 
2008 
2009 
2010 
2011 
2012 
2013 
2014 

301 
326 
430 
443 
523 
551 
796 
895 

109.747 
214.452 
210.321 
225.051 
226.753 
299.193 
249.569 
303.186 

110.048 
214.778 
210.751 
225.494 
227.276 
299.744 
250.365 
304.081 

- 
95,17 
-1,87 
7,00 
0,79 

31,89 
-16,47 
21,46 

     Source: Department of Tourism and Creative Economy of Bengkulu, 2015 
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Pantai Panjang Bengkulu as a leading tourism sector can encourage the development of 

tourism industry because its location that is not far from the center of the city of 

Bengkulu. However, this potential has not been developed yet. This condition causes 

Pantai Panjang Bengkulu to be left behind compared to other tourism spots in Indonesia 

such as tourism in Bali, NTT, Lampung and other provinces. The Pantai Panjang potential 

still needs proper development strategies in order to make it the most popular areas in 

Bengkulu City. 

For the development of Pantai Panjang tourism which is integrated and connected with 

other tourism  spots  in  Bengkulu  City,  it  needs  a  development  strategy  that  is  

implemented  in continuity. Nevertheless, this tourism potential is supported by a 

historical spot like Fort Marlborough that was once inherited by English Colonialism. 

Moreover, the sprawling white sand, the pine trees that grow along the coast, the 

waves and the billows which are safe to surf, and the tourism spots where the tourists 

can enjoy sea-bathing especially during holiday have made Pantai Panjang more 

attractive and exciting. 

Based on The Master Plan of The Tourism Spot Development (RIPOW, 2013) of Pantai 

Panjang Bengkulu City, such master plan of Pantai Panjang development that focuses on 

the construction of supporting facilities and infrastructure attractions has released. The 

focus of this study is to examine the perceptions of the tourists and the local 

community toward Pantai Panjang tourism development plan. Considering the natural 

tourism potential belongs to Pantai Panjang, it is important that attention and direct 

actions be used by Bengkulu governments so as to make a master plan related to “The 

Tourism Development Strategies of Pantai Panjang Bengkulu City” which  is  

integrated  and  sustainable  based  on  the  viewpoints  of  the  tourists  and  local 

communities. Consequently, the tourism spots can be maintained. 

The main problems encountered in the development of Pantai Panjang area are: the 

awareness and supports of the tourists and the locals are still low, the planning by 

provincial and municipal governments regarding the ownership and development status 

of Pantai Panjang areas are not integrated, and the entertainment to attract the visitors 

in this area is also not sufficient. 

1.2. Research Purposes 
  There are four (4) objectives of this research paper: 

1) To know the perceptions of tourists and the local communities towards the 
development of the Pantai Panjang area of Bengkulu 

2) To determine the internal factors that support and hinder the development of 
Pantai Panjang as one of the tourism spots in Bengkulu 

3) To determine the external factors that support and hinder the development of 
Pantai Panjang as one of the tourism spots in Bengkulu 

4) To determine the development design that should be implemented by the 
Department of Culture and the Creative Economy and the Municipal Government of 
Bengkulu City. 
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2. LITERATURE STUDY 
Tribe's (1997: 13) define the planning strategies of the desired future and design in 

accordance with with the conditions of the surrounding environment, while Rangkuti 

(1996: 37) says that strategy is a means to achieve the purposes. Moreover, Pender 

and Sharpley (2005; 120), say that there are four elements of the company's key 

strategies, namely: 

1) Mission: determining the efforts of an organization in order to achieve the goals 
and strategic directions that have been determined. 

2) Analysis of strategies: providing information to organizations about the strengths 
and weaknesses of internal resources, say, they are the opportunities and threats 
that are evident in the outside environment. 

3) Selecting Strategy: an organization must generate, evaluate and select an 
appropriate strategy. 

4) Implementation Strategies: showing how an organization may put the strategies 
into practice 

Suwantoro, 1997 (88-89) defines the term development as a process or a way to make 

something be developed, good, perfect, and useful. He argues that there are several 

forms of alternative tourism products that are potential to be developed, such as: 

cultural tourism, ecotourism, marine tourism, adventure tourism, agro tourism, rural/ 

village tourism, gastronomy (culinary tourism) and spiritual tourism. 

According Inskeep (1991: 27), there are five (5) essential elements that must be fulfilled 

for the development of tourism spots, namely: 

1) Attractiveness/ Appeal, this element is the main factors that can attract 
tourists to visit a place, either a primary place that becomes the tourists‟ main 
destination to visit, or secondary place visited during a primary trip. 

2) Tourism  infrastructure,  it  is  needed  to  serve  the  tourists  during  the  tour.  
These facilities tend to be oriented to the tourism attractiveness/appeal in a given 
location. 

3) Tourism   Means,   this   element   includes   the   equipments/tools   of   the   
tourism destination areas that are needed to serve the needs of the tourists in 
enjoying their trip. 

4) Infrastructure, this element is the supporting means to function the facilities 
and infrastructures of the related tourism, either in the form of regulatory systems 
and in form of physical structures above below the ground. 

5) Society, environment, and local cultures, tourism areas that have a variety of 
objects and attractions will invite the presence of tourists. 

 

3. RESEARCH METHODS 

This study employs descriptive method. This descriptive method means research that 

describes or depicts the phenomenon or the relationship between the phenomenon 

which is studied systematically, factually and accurately (Natsir, 1998). The purpose of 

this study is to illustrate the existing properties that are relevant to the variables being 

researched. 
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The population involved in this study includes the tourists who took benefits from 

Pantai Panjang attractions and the local communities lived around the Pantai Panjang 

who had settled for five years. This aims at making possible for the locals to know and 

feel the immediate benefits of the development  of  Pantai Panjang  tourism.  In  terms  

of sampling techniques,  this  study uses accidental sampling that consists of: 20 

respondents of foreign tourists and 80 respondents of local tourists. The respondents 

were required to fill out questionnaires. The questionnaires were administered from the 

end of December 2014 until the beginning of January 2015. This so doing was based on 

a reasonable consideration in which many tourists made visits during the year-end and 

school holidays. 

The type of the data used are primary data and secondary data. The secondary data 

were supporting data obtained from the institutions or agencies associated with this 

research. The data collection techniques for the primary data include observation, 

interviews, and questionnaires. 

To map and process the results of research in determining the development strategies 

of Pantai Panjang tourism area in the city of Bengkulu, this study firstly uses SWOT 

analysis techniques in order to maximize the power (strength) and opportunities, as 

well as to minimize the weaknesses and threats. Subsequently, determining the internal 

environment (IFAs) and analyzing the external environment (EFAS) to identify the range 

of possible opportunities and threats was conducted. 

RESULTS 
The Location and Perception of Tourists and Local People 
The area of Pantai Panjang is located in the west side of the city of Bengkulu, which is 

approximately 3 kilometers from the town center and the shops in the city of Bengkulu. 

Besides visiting Long Beach, the tourists can also directly visit Marlborough Fort which 

is a British colonial heritage. The existence of Fort Marlborought in Tapak Paderi 

fascinates the tourist to visit this place. The good image and the motto "Pantai Panjang 

Elok Nian" (Pantai Panjang is Very Stunning) have become a distinct advantage for the 

development of tourism in this region. 

The results of direct observations conducted at the site of the study reveal that the 

awareness of local people toward the environmental hygiene and environmental 

sanitation is still lacking. These conditions have become major challenges by the 

provincial and municipal governments of Bengkulu. Therefore, it is important that 

governments together with other stakeholders such as entrepreneurs who deal with 

tour and travel agent business, hoteliers, tourist and local people who  live  in  the  

surrounding  environment  of  Long  Beach  make  priority of  conserving  and 

preserving tourism spots/ areas. Such efforts can be implemented by giving community 

counseling and guidance to the public regarding the importance of a clean and healthy 

environment in order to support the development of tourism in the city of Bengkulu. 
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Based on the descriptive table of the responses obtained from 100 respondents as 

viewed from the four aspects, the results are as follows: 

1) From  the  analysis  of  the  tourism  spots  and  its  attractiveness,  it  reveals  
that 76% respondents were categorized as very interested, 30% respondents were 
categorized not interested, and only 4% respondents were not interested in the 
white sand, sea water baths and the presence of Fort Marlborough. 

2) From the analysis of the local people‟s awareness toward the importance of the 
cleanliness and healthiness of environment, it reveals that 92% of respondents 
gave „bad remarks‟ and 8% gave „fairly bad‟ remarks. 

3) From the analysis of the management and cleanliness of the tourism spot, it 
reveals that 94% of respondents gave „bad remarks‟, 4% of respondents gave 
„fairly bad remarks‟, and only 2% of respondents gave „good remarks‟. 

4) From the analysis of the social conditions of the local people, in terms of 
the people friendliness, 50% of respondents categorized it „very good‟, 42% 
were „fairly bad‟, and 8% answered „less well‟. Meanwhile, in terms of the local 
people hospitality toward the tourists, there were 42% respondents gave „very 
good‟ remarks, 52% respondents gave „good remarks‟, and 4% gave „fairly bad‟ 
remarks. 

From the overall research results regarding the tourists responses to all aspects of the 
development of Pantai Panjang Tourism, the average scores of the abovementioned four 
aspects based on interval Sturges formula (Sugiono, 2006) are as follows: 

a. Aspects of tourism spot and its attractiveness = 3.15 (good) 
b. Aspects of facilities and infrastructure = 2.13 (fairly bad) 
c. Aspects of the management of tourism spot = 2.18 (fairly bad) 
d. Aspects of the local people condition = 2.60 (good) 

The total average of the four aspects of (A+B+C+D) are = 2.60 (good). This condition can 

be seen in the field wherein the number of foreign and local tourists each year 

continues to rise. Referring to the perceptions of tourists and local people, they indicate 

that the potential of Pantai Panjang is very appropriate to be developed as a tourism 

destination of Bengkulu city. 

From the analysis of SWOT, based on the analysis of Strengths-Weaknesses (IFAS), the 

score is +0.910 and the score of the analysis of Opportunities-Threats EFAS is +1.90. 

Therefore, the mapping of the development strategies of Pantai Panjang is located in 

quadrant one, namely SO strategy  (between  external  opportunities  and  internal  

power)  or  growth  strategies.  Growth strategy or Rapid growth strategy, is a strategy 

to increase the growth rate of tourist arrivals with a faster time (the second year is 

greater than the first year and thereafter), and to improve the quality of the power 

factor in order to take fully advantages of all opportunities. 

The Development Program of Pantai PanjangTourism of Bengkulu City 
Based on the SWOT analysis, Bengkulu City government must be able to create a 

program plan in form of short-term and long-term in order to develop the Pantai 

Panjang tourism so that it can be used as one of the leading sectors as well as a 

source of regional revenue of Bengkulu City. The results of the foreign and local 
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tourists‟ perceptions towar the development of Pantai Panjang Tourism of Bengkulu 

City are as follows: 

  1. Organizing Culinary Tourism 

In order to organize and develop Pantai Panjang tourism of Bengkulu City which 

accentuate the natural potential of coastal and biodiversity potential of sea fish as 

the dominant element, it requires harmony between the functional needs and the 

natural environment so that the design with the concepts of echo-architecture is 

important. The Pantai Panjang tourism, which is very well known with its exciting 

seafood culinary, should be developed professionally in the near future. 

To start realizing the tourism spots with the fish culinary, it needs organizing: the 

tourism surrounding environment, sellers, fishermen and stalls in the Pantai 

Panjang tourism of Bengkulu City. In addition, the cook and shop environments as 

well as how to serve should be courteous, clean and so on. To do it all, the 

Department of Culture and Tourism of Bengkulu City in collaboration with the 

travel agents and hotels can provide community counseling to all culinary 

businessmen. 

2. Organizing Hotels 

The greatest income from the management of a hotel is the room rental and other 

activities such as seminars, symposia, and wedding reception. The hotel 

development in the Pantai Panjang area needs to be organized in such a way to 

support the convenience of the tourists who stay there. The increase number of 

guests staying at the hotel was only on holidays, especially in the New Year, 

celebrations of Tabot. 

The most important thing in organizing hotels is the area of the hotels, 

wherein there should be spaces that form such  area into a single unit 

functions. Each area must provide connections between micro spaces that will 

form the macro area based on the analysis of micro-space relationship, so that if 

the overall spaces are combined they will be one room organization of the overall 

rooms of hotel resort. The overall organization of spaces at the hotel starts from 

the entrance to the front area so as to get into the rooms in the hotel area. 

The building and the hotel concepts that is already present does not need to be 

relocated, but  if  there  is  no  restoration  or  rebuilding  should  be  adjusted  to  

the  concepts  of  hotel management that have been planned. Similarly, the hotels 

that are about to be built must be adjusted with the standardization of hotels near 

the Pantai Panjang tourism of Bengkulu City. 

3. Organizing Street Vendors 

As a city that has great potential in the tourism sector, it is crucial that the facilities 

that support the Pantai Panjang tourism in Bengkulu City should be made 

permanently and organized well, for example, organizing the street vendors (PKL) 
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in the surrounding area of Long Beach. Currently, there are lots of street vendors 

found in the surrounding area of Pantai Panjang who do not obey all traffic rules. 

However, organizing street vendors who sell goods in the surrounding of Pantai 

Panjang Bengkulu should not neglect those who earn a living as the street vendors. 

That is to say, street vendors can sell goods, but governments should give efforts to 

handle the street vendors in order to manage them so that the tourism area can be 

neatly arranged and will not disturb and bother the tourists. For example, the 

street vendors were given a special place by the government and the stalls that are 

disorganized and do not meet the standards of cleanliness and lighting for tours 

should be demolished. 

To  organize  the  street  vendors,  it  is  crucial  that  government  make  

coordination  and meetings with the owners of the street vendors. This job is not 

easy, because many people who earn a living in such area. Therefore, The 

Department of Tourism and Creative Economy of Bengkulu City should coordinate 

and talk with community leaders and the street vendors in order to build a spirit of 

togetherness in developing  Pantai Panjang tourism. 

4. Securing Coastal Regions 

The  safety  and  security  of  Long  Beach  neighborhood  of  Bengkulu  City needs  

to  be improved, which should be proportional to the area and the amount of 

Rescue Team (SAR) personnel, which have not been fulfilled. The Supervision of 

Pantai Panjang needs the skills and adequate supports like equipments used by the 

rescue team so as to create a sense of security and comfort for travelers/ tourists. 

Other securing actions can be in form of securing the surrounding area from 

criminal actions that often occur at night and traffic accidents along the road that 

may lead to death. 

For the problems of securing the tourism area/spots, one important thing that is 

needed to do is to make the security posts. There are at least two security posts in 

the surrounding area of Long Beach, say: 1 (one) security posts for secure and 

neatness of the objects and 1 (one) more security posts for the visitors who are in 

the dangerous area in Pantai Panjang. Another kind of securing acts is putting signs 

/ warnings of the dangerous places for bathing visitors. This anticipation must be 

done immediately, since accidents often occur, especially on the New Year/ during    

school    holidays    as    very    many  visitors  come from outside the city. 

5. Organizing Sport Beach 

Pantai Panjang also has as a sport center with its sport infrastructures and facilities, 

but they still has very limited uses, people make use of them only on certain 

events. Other advantage that people may take from the sport facilities is walking 

or taking a stroll that is mostly done by the visitors, especially on Sunday morning/ 

other holidays.  Nevertheless, in organizing the facilities, it is necessary that the 

sport infrastructure and facilities for volley ball beach, surfing and so on should be 

built and/or provided. 
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In organizing the sports facilities, it should be at the same time as building/ 

developing other sports infrastructure and facilities by following the categories of 

sports that may be suitable with the Pantai Panjang tourism. 

CONCLUSION 
1. The perceptions of tourists toward the tourism development of Pantai Panjang is 

good, in which the total average is around 2.60, but there are several sub-aspects 
that are still dissatisfying, such as the infrastructure for the garbage disposal (score 
1.08), the level of the cleanliness of the tourism spot (score 1.08), and the 
condition of the people on the surrounding environment (score 1.54) that is not 
good. 

2. The internal factors that support the development of Pantai Panjang tourism are as 
follows: Fort Marlbrought, the image of the tourism spot that has been famous 
since the colonial era, the people openness and hospitality, the security, and the 
reachable location because it is close to the city center. Meanwhile the factors that 
hinder the development of Pantai Panjang tourism are: no tourism information 
center, no trash cans/ bins that makes the garbage scattered, the people awareness 
toward conserving and preserving the nature that is very low, the human 
resources who are knowledgeable enough in the field of tourism that  is  still  
lacking,  and  the  supporting  infrastructures  and  facilities  that  are  still 
inadequate. 

3.  The external factors that support the development of Pantai Panjang tourism are  its 
strategic location, the development of information and technology, the regulation, 
and the high potential and tourist interest. While the external factors that hinder 
the development of Pantai Panjang are the absence of the boundary between 
the tourism spot and the local people settlements. This case causes the people 
are free to go in and out the tourism spot, no public transportation, culture 
intrusion and environmental destruction. 

4.  The development of Pantai Panjang tourist area based SWOT is the promotion/ 
marketing of the tourism area/spot by building a network with other tourism 
area/spots, in cooperation with the travel agencies, and by providing a special 
website. While the Pantai Panjang tourism development priorities are as follows: by 
reorganizing the area for garbage/ trash disposal, gazebo / shelter, the place to 
provide clean water (not salty), parking lots, the entrance to tourism area/spot, 
tourism management, etc. 

5. The main priorities of the development of Pantai Panjang tourism encompass 
organizing the culinary tourism area/spots, hotels, street vendors, regional security, 
and the sport center. 
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Abstract 
The Objective this study is to analyze the influence of the remuneration of the employee 

motivation, analyzing the influence of motivation on employee performance, analyze 

the effect on the performance of employee remuneration and remuneration to analyze 

the effect on employee performance employee with employee motivation as a 

mediating variable in the Ministry of Finance Institutions in the Bengkulu City. The 

research method is quantitative research, survey respondents as many as 78 employees 

at three institutions finance ministry in the city of Bengkulu, namely the Office of the 

State Treasury (Treasury Office) Bengkulu, Bengkulu Pratama Tax Office and the State 

Property Office and Auction (KPKNL) Bengkulu, data collection using questionnaires as 

the primary method of data while observations, interviews are supporting data. Data 

analysis methods used are causal analysis step with four regression models. The results 

showed significantly the remuneration effect on the motivation of employees at the 

Ministry of Finance Institutions in the city of Bengkulu. Motivation to influence 

significantly the performance of employees in the Ministry of Finance Institutions in the 

Bengkulu City. Remuneration significant effect on the performance of employees in the 

Ministry of Finance Institutions in the city of Bengkulu. Mediate motivation perfect 

mediation effect on the performance remuneration Finance Ministry officials, in the 

Bengkulu City. 

Keywords: Remuneration, Motivation, Performance. 

Introduction  
Along with the reforms that took place in Indonesia since 1998, various public demands 
are always to the fore so that various state activities refrmed. Reformation it covers a 
variety of fields including government bureaucratic tool to perform basic tasks and 
activities. After almost a decade running, the public has not felt the bureaucratic reform 
in government agencies significantly. Bureaucratic reform aims to encourage the 
acceleration of changes to improve performance of government officers. Government 
apparatus as a tool the government is expected to work more professionally, morally, 
clean, ethical and has a high performance in supporting the reform of the bureaucracy 
and support the task of governance and development. 
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According to Effendi (2007) reform of government bureaucracy main measures taken 
should start from the institutional arrangement. The realization of the institutional 
arrangement implicated in the mechanism of straightforward, enforce accountability 
apparatus, improve and create a comprehensive monitoring and improving the quality 
of public services menunju quality public services and vibrant.  

Ministry of Administrative Reform has analyzed the reform of government bureaucracy 
and identify the basic thoughts on the reform of the bureaucratic state apparatus in the 
form of institutional organization, human resources as an apparatus, governance or 
management, apparatus performance accountability, oversight, public service, work 
culture that is productive, efficient and effective, further coordination, integration and 
synchronization of program implementation, as well as the latter is the best practice 
from areas that have successfully run the bureaucratic reform. 

The Ministry of Finance as one of the institutions of state or government has been 
preparing, designing and implementing reform of the bureaucracy in the work unit 
within the Ministry of Finance. As for the background of the internal reform of the 
bureaucracy at the Ministry of Finance is that the finance ministry is a strategic 
institution for almost all aspects of the country's economy is directly related to policies 
issued by the Ministry of Finance. The policy includes: planning, preparation and 
management of the budget, taxation, customs and excise, Non Tax Revenue (non-tax), 
preparation and allocation of budget, treasury, management of state assets, as well as 
capital markets and non-bank financial institutions. 

Theoritical Background and Hypothesis 
Bureaucratic reforms conducted in the Ministry of Finance aims to realize good 
governance (good governance), improving the quality of service to the community and 
to improve the performance of all regional offices under the auspices of the Ministry of 
Finance. Relative to the Ministry of Finance as well as several other agencies that linking 
directly between the performance of the services, personnel competence, responsibility 
and risk jobs with remuneration in order to improve services to the public. 

Remuneration is the provision of employee benefits may include salaries, honoraria, 
allowances remain, incentives, bonuses or achievements, or retirement honoraria. 
Remunerasi in the body of the Ministry of Finance is the realignment of the provision for 
employee benefits in the form of allowances, known as the State Finance Development 
Special Allowances (TKPKN ) and based on the level of responsibility and risk position or 
a job that carried (Efendi et al., 2009). 

Remuneration are meaningful strategic to the success of bureaucratic reform, 
considering the most noticeable impact on the performance of the institution will be 
determined by changes in the bureaucratic culture of carrying out a duty. While the 
success of the culture change, will be largely determined by the level of welfare of its 
members (Kurniawan, 2011). 

Servants current payroll system before deploying the remuneration perceived. Undang 
not in accordance with the Act 43 of 1999 on the main points that mandated staffing 
payroll system based on merit, in order to boost employee performance. In article 7 
paragraph 1 of the Act says that every Servants are entitled to a fair and decent wages in 
accordance with his work load and responsibilities. Paragraph 2, the salary received by 
the Civil Service should be able to boost productivity and ensure their welfare. 
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 According Kurniawan (2011) the current payroll system for Civil Servants less spur 
performance today, because: 

1. The amount does not meet the needs of decent living and this condition is suspected 
as the driver of the occurrence of corruption. 

2. Salaries of civil servants are less competitive in comparison with salaries in the private 
sector, in particular to the level of manager and leader. 

3. The salary structure does not meet the principle of "equity" because the salaries are 
not associated with the competence and achievement, but based on rank and years of 
service. 

4. The structure of the salary is less encouraging motivation to work because of the 
distance between the lowest salary and the highest salary is too short (ratio 1: 3.3) so 
that the promotion is only followed by an increase in the amount of income that does 
not mean. 

5. Allowance major structural positions that cause unfair competition. 

6. Lack of transparency as well as salaries, civil servants still receive a honorarium of 
non-salary posts, causing distortion in the payroll system and the amount of the budget 
for personnel expenditure is difficult to know with certainty and hard accountable to the 
public. 

Problems payroll system as described above will have a direct impact on the motivation 
and performance of employees. Performance is a function of motivation and skills or 
ability. Untuk complete a task or a job, a person should have a degree of willingness and 
a certain level of ability. The willingness and skills of a person is not effective enough to 
do something about a clear understanding of what will be done and how to do it. 
Performance is the real behavior displayed by everyone as the resulting performance by 
employees in accordance with its role in organization as well as very important in the 
organization's efforts to achieve its objectives. 

State Treasury Services Office (KPPN), the Tax Office (KPP) Primary and State Property 
Office and Auction (KPKNL) Bengkulu is one of the government agencies in the Ministry 
of Finance that was clean in order to improve the performance and motivation. The 
work done in the context of the increase is in line with bureaucratic reforms announced 
by the Ministry of Finance includes four (4) main pillars, namely: organizational 
management, business process improvement, improvement of human resources and 
improvement of remuneration. 

Giving performance benefits in the Ministry of Finance began to be implemented in 
2007 with the name of the State Finance Development Special Allowance (TKPKN) based 
on the Ministry of Finance No. 289 / KMK.01 / 2007. Special tax director general 
employees are given additional allowances Allowances Additional Activities (TKT) and 
Job Performance Benefits (GPA), it is intended to motivate workers, improve the 
performance of the employees and improve service to the community. 
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Table 1 
 Remuneration or Allowances in The Ministry of Finance 

No Grade Allowance 
Class / 

Space 

Echelon 

1 27 46.950.000   

2 26 41.550.000   

3 25 36.770.000 IV/e Eselon I 

4 24 32.540.000   

5 23 24.100.000   

6 22 21.330.000 IV/d Eselon II 

7 21 18.880.000   

8 20 16.700.000   

9 19 12.370.000 IV/d Eselon III 

10 18 10.760.000   

11 17 9.360.000   

12 16 6.390.000 III/d Eselon IV 

13 15 6.030.000   

14 14 5.240.000   

15 13 4.370.000   

16 12 3.800.000 III/b Pelaksana 

17 11 3.450.000   

18 10 3.140.000   

19 9 2.850.000   

20 8 2.550.000 II/c Pelaksana 

21 7 2.360.000   
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22 6 2.140.000   

23 5 1.950.000   

24 4 1.770.000   

25 3 1.610.000 I/c Pelaksana 

26 2 1.460.000   

27 1 1.330.000 I/a Pelaksana 

        Source: data from ministry of finance. 

Prior to 2007, the finance ministry has already implemented performance benefits with 
the name of Special Benefit allowances which are determined by rank or class. Once 
applied TKPKN, then allowance or remuneration applied by grade. Grade determination 
not only by groups but also by the duties and functions or workloads. It may be 
employees who have the same group, but the duties and functions or the workload is 
different then a different grade didapatpun. For more details, remuneration or 
allowances based on grade at the Ministry of Finance can be seen in the following Table 
1. 

The implementation of such remuneration scheme is expected to encourage every 
employee in the Ministry of Finance to continually improve its performance, because it 
allows for employee diversity income in the same position level. Thus, there is no room 
for a low-performing employees to be free riders who enjoy the same income with other 
employees simply because it happened to occupy the position equivalent level. In the 
end, changes in employee behavior that massively varying to improve individual 
performance will result in improved organizational performance (Ministry of Finance) as 
a whole. 

The implementation of the conditions of remuneration in the Ministry of Finance has 
implemented 100% and as a basis for other agencies to implement similar programs. 
Field verification to be met an institution deserve the benefits of performance is the 
implementation of reforms that assessed the management change, restructuring 
legislation, structuring and strengthening of the organization, structuring the 
management of, the arrangement of human resource management system apparatus, 
strengthening supervision, strengthening accountability and performance 
enhancements to the quality of service public. 

With a system of remuneration, can be seen increasingly busy performance 
improvement with employees completing the duties since entering office to go home 
the afternoon, even less still work until night or early morning. This proves that the 
additional benefits or income is a key factor in motivating someone to work. The 
hypothesis is as follows:  

H1: There is a significant effect on the motivation of the remuneration of officials, the 
Ministry of Finance in the city of Bengkulu.  
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H2: There is a significant effect of motivation on the performance of officials, the 
Ministry of Finance in the city of Bengkulu. 

H3: There is a significant influence on the performance remuneration of officials, the 
Ministry of Finance in the city of Bengkulu.  

H4: Motivation mediates the influence of remuneration to the performance of officials, 
the Ministry of Finance in the city of Bengkulu. 

Method 
The research method is quantitative, survey respondents as many as 78 employees in 
the three institutions finance ministry in the city of Bengkulu, it is the Office of Treasury 
State (KPPN) Bengkulu, Tax Office Primary Bengkulu and the State Property Office and 
Auction (KPKNL) Bengkulu, data collection using questionnaires as the main data while 
the observation, interviews constitute supporting data. Data analysis method used is 
causal analysis step with four regression models. 

Distribution of questionnaires that have been made against the respondent, gained as 
much as 78 questionnaires can be processed while the remaining 17 could not be 
processed because the questionnaires are not returned and defects, such as answer 
choices is not filled, respondents fill more than one alternative answers.  

 

 

 

 

 Source: adapted from Suliyanto (2012). 
Figure 1 Research Model 

Data Analysis Result 
Analysis of study data using step causal model with standardized regression coefficients. 
The first hypothesis testing the effect of independent variables (remuneration) to the 
mediating variables (motivation), data analysis using SPSS with the following output are 
presented in Table 2. 

Table 2 
Result of Hypothesis 1 Testing 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 24,588 1,803  13,639 ,000 

Remunerasi 2,354 ,686 ,366 3,430 ,001 

  Source: data processed. 
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The coefficients of remuneration are 0.366 it means that if there is an increase of 
independent variables (remuneration) by one unit then work motivation will be 
increased by 0.366, meaning that if the remuneration is increased then be followed by 
an increase in motivation to work, if the remuneration down the opposite of work 
motivation of employees also decreased. 
 
The first hypothesis (H1) testing with a p-value comparison with alpha. Based on the 
table above are known p-value (0.001) <0.05 Ho is rejected and Ha accepted means a 
significant influence on the motivation remuneration of officials, the Ministry of Finance 
in the city of Bengkulu. 
 
The second hypothesis testing the effect of mediating variables (motivation to work) on 
the dependent variable (performance of employees), output data processing can be 
seen in the Table 3. 
 

Table 3 
Result of Hypothesis 2 Testing 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

 (Constant) 18,405 1,869  9,846 ,000 

Motivasi ,464 ,061 ,660 7,664 ,000 

  Source: data processed. 

Motivation variable coefficient of 0.660 has a meaning that if there is an increase an 
increase in mediating variables (motivation to work) for one unit of the performance of 
employees will increase by 0.660. This shows that the direction of influence between 
motivation and employee performance, motivation to improve the performance also 
increased but sebeliknya if motivation decreases the performance also decreased. 
 
The second hypothesis testing (H2) with a p-value comparison with alpha. Based on the 
table above are known p-value (0.000) <0.05 Ho is rejected and Ha accepted it means 
there is significant influence on motivation to employee performance institutions 
Finance Ministry in the city of Bengkulu.  
 
The third hypothesis testing (H3) to test the effect of independent variables 
(remuneration) on the dependent variable (performance of employees), output data 
processing can be seen in the following Table 4. 
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Table 4 
Result of Hypothesis 3 Testing 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

 (Constant) 28,699 1,281  22,404 ,000 

Remunerasi 1,533 ,488 ,339 3,142 ,002 

  Source: data processed. 

A value of 0,339 remuneration coefficient has meaning that if there is an increase of 
independent variables (remuneration) by 1 unit, the performance of employees will be 
increased by 0,339. These results indicate that the direction of influence between the 
two variables. 
 
The third hypothesis testing in a p-value comparison with alpha. Based on the table 
above are known p-value (0.002) <0.05 Ha Ho accepted and rejected it means there is 
significant influence employee performance remunerasiterhadap institutions Finance 
Ministry in the city of Bengkulu. 
 
The fourth hypothesis testing (H4) the effect of independent variables (remuneration) 
on the dependent variable (performance of employees), by inserting a motivation to 
work (mediating variables), output data processing can be seen in the following Table 5. 

Table 5 
Result of Hypothesis 4 Testing 

Model 

Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 18,000 1,893  9,509 ,000 

Remunerasi ,508 ,417 ,112 1,218 ,227 

Motivasi ,435 ,065 ,619 6,709 ,000 

  Source: data processed. 
  
Based on the regression equation on Table 5, can be seen that work motivation is 
expressed as a mediating variable is perfect (perfect mediation) because after entering 
the work motivation, the effect of variable remuneration to the performance of 
employees decreased to c '= 0.112 from the previous c = 0,339 but not to zero (c '≠ 0) or 
the effect of variable remuneration to employee performance that was significantly (p-
value 0.002 <0.05) before entering kerjamenjadi motivation variable was not significant 
(p-value 0.227> 0.05) after entering the job motivation variable in the model equations 
regression. 
 
Discussion  
The Effect of Remuneration on Employee Motivation  
Remuneration has a significant influence on employee motivation, meaning that if the 
remuneration increases, it will be followed by an increase in employee motivation. The 
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results are consistent with research conducted Palagia (2011) with the title 
"remuneration, motivation and job satisfaction on the performance of employees at the 
Tax Office" proving that the motivation partially influence on employee performance. 
 
Remuneration of civil servants is defined as the payroll system is associated with a 
performance appraisal system that aims to spur achievement and motivation 
PNS.Sasaran remuneration encouraging increased professionalism and performance of 
civil servants as well as encouragement to not engage in corruption. Clean government 
as a destination has become a bureaucratic reform mandated by law. 
 
Based on the findings of this research is that adequacy requirement for the value of the 
remuneration received yet fully give satisfaction in work. This is because the 
determination of grade there are employees who feel that the percentage of the 
remuneration received still kecil.Program servants remuneration reform is expected to 
be directed to the remuneration system fair and transparent by: a) Formulate the salary 
structure by position and weight classification position; b) Formulate the type of 
benefits that deserve to be given to civil servants; c) Linking the payroll system with the 
performance appraisal system with the aim to boost performance and motivation; d) 
Reforming the financing sources salary transparency and promote the integration of 
recurrent and development budget to make available sufficient funds for payment of 
salaries of civil servants are feasible. With the implementation of the salary structure of 
the Servant is then no longer honor-honor, and other income outside of the official 
salary and benefits; e) Keeping PNS income adjusted for the inflation rate, among 
others, by creating an index to be used as the basis for the adjustment of salaries and 
allowances; f) In order to load personnel expenditure budget is not too large it is 
necessary to formulate a policy for the post of general functional outsourcing, especially 
concerning the issues of recruitment and payroll; g) To draft government regulation on 
Pension Fund in managing pension fund management. 
 
Based on the above remuneration reform objectives we can see that in the Institution of 
the Ministry of Finance Bengkulu remuneration is to implement a pay-for-performance 
(link between salary system with performance appraisal systems) in order to boost 
performance and motivation kerja.Terlihat that the application of the remuneration that 
is capable of showed a significant influence on employee motivation. 
 
The Effect of Motivation on Employee Performance 
Results of research on the employees of the Ministry of Finance Institution in the city of 
Bengkulu was also proved that motivation partial effect on employee performance. In 
line with research conducted Palagia et al (2011) which states that the partial motivation 
affect the performance of employees and the research of Purwati (2010) showed a 
significant influence between motivation and performance of employees. 
Motivation arises due to two factors: internal factors and external factors. Internal 
factors are factors in a person yangtimbul of moderate external factors are factors 
outside themselves seseorang.Wahyosumidjo (2001) states that motivation as a process 
that arises due olehfaktor in a person's own so-called intrinsic or factors beyond yourself 
someone who is called extrinsic. Therefore, increasing the value of motivation can be 
done denganmemberikan motivation to every employee in carrying out its duties and 
responsibilities. This impulse can be award to each employee who mempunyaikinerja 
good or provide other forms of compensation in accordance with the provisions whose 



                                                      Transforming Business in Emerging Markets 
 

249 
 

mother. Increased employee motivation is a very meaningful thing for any organization, 
be it a government organization or organizations within the company. 
 
In the remuneration system of the Ministry of Finance Bengkulu has already contained a 
clear classification for each position, professionalism and high quality and quite 
competitive, and felt that the key personnel in each function has been identified and 
maintained with good remuneration. It can be concluded that the better remuneration 
for employees will increase employee motivation. Motivation variables also have a 
relationship and a significant impact on performance, so it can be concluded that the 
better the motivation will improve employee performance. 
  
The Effect Remuneration on employee performance 
The research result is in line with research conducted by Firmawan (2010) with 
judulpengaruh remuneration to the employee's performance of public sector 
organizations (Study on the Tax Office Pratama South Malang), the results of this study 
also expressed a similar thing that remuneration significant effect on employee 
performance. 
 
Remuneration can provide additional income to each employee, so the more the 
concentration of employees at work. The system of remuneration for each employee is 
part of bureaucratic reform implemented by the government. Civil servants who had 
only obtain remuneration in the form of pay-for person and pay for position, the 
Ministry of Finance has started to reform the bureaucracy that one change the system 
of remuneration of personal considerations and positions become remuneration based 
grading, bureaucratic reform is necessary and will be done gradually for the whole range 
Servants, which was started by the Ministry of Finance, by changing the remuneration 
system in which hiring than salary based on class, also provided additional income as a 
counter achievement of the performance today. The addition is calculated from 
education and knowledge, experience required, complexity (complexity) of work, scope 
of work, the type and nature of the problem to be solved, supervision received, the 
responsibility of supervision or supervision of another person, the impact of the decision 
or the result of errors, relationships work to be done and working conditions. This shows 
that the remuneration of civil servants is a matter that can provide a solution for 
improving employee performance. 
 
In the rules on remuneration, the determination of grade based on rank / class just as 
well as the entry in the Ministry of Finance Zealand Institutions Bengkulu. It was felt was 
detrimental to employees who are in the same rank or class, but because of the 
inclusion in the Financial Kemneterian Zealand Institutions grade Bengkulu different 
then the remuneration to be different. This causes a feeling of injustice because 
yangbersangkutan employees will certainly affect the amount of remuneration 
diterima.Selain it in the determination of this grade, there are employees who feel that 
the percentage of the remuneration received yet memadai.Jadi can be suggested that in 
addition to considering the rank / grade groups, the determination should be also 
consider the work as well as the appropriate workload measurement in order to achieve 
internal fairness towards employees. 
 
In the rules on remuneration, the determination of grade based on rank / class and as 
well as entry years in the Ministry of Finance Institutions in Bengkulu. It was felt was 
detrimental to employees who are in the same rank or class, but because of the working 
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inclusion is different in Ministry of Finance, the remuneration to be different grade. This 
causes the employee to feel injustice because it will certainly affect the remuneration 
received. Also in this grade determination, there are employees who feel that the 
percentage of inadequate remuneration received. So it can be suggested that in addition 
to considering the rank / grade groups, the determination should also consider working 
lives as well as the appropriate workload measurement in order to achieve internal 
fairness towards employees.  
  
Employee Motivation as a Mediating Variable on Remuneration and  employee 
performance.  
These results can be concluded that employee motivation perfect mediate the effect of 
the remuneration to the performance of officials, the Ministry of Finance in the city of 
Bengkulu, meaning that with the mediating variables of motivation, the influence of the 
independent variable remuneration be decreased. Mediating variables motivation 
becomes a dominant factor in maintaining the relationship between the independent 
variable remuneration with performance dependent variable, meaning that work 
motivation can strengthen and weaken the influence of remuneration to the employee's 
performance. In this study, the motivation to weaken the influence of remuneration on 
performance, because the previous remuneration significant influence, became 
insignificant after motivational enter into relationships between variables. Employee 
motivation in Ministry of Finance Bengkulu not only due remuneration but the facilities 
given organization, the opportunity to develop a career and the attention given to 
employees that the boss can also increase motivation. 
 
The Directorate General of Treasury, the Performance Bulletin, Issue 4 years (2010) as 
follows: "Individuals (SDM) is a decisive step motion of the organization, because it 
needs to be applied to measure individual performance of individuals. Through the 
measurement of individual performance, reward and punishment is implemented. 
Remuneration can be clearly given. During this time the performance of individuals less 
attention because there is no clear measure. If anything, the size is still debated. For 
example, grading system given to employees not pay attention to the responsibilities 
and workload of the individual. People with different workloads receive the same 
remuneration. Related on its impact, then the monitoring that we do have a positive 
impact. If there are achievements that are still red, we identify the cause, then we 
define the action plan to fix it. " 
 
Based on the description above, we can see that the size grading remuneration there is 
still a debate, especially with respect to workload and responsibilities of individuals. 
However, it is anticipated through the monitoring carried out by the Directorate General 
of Treasury itself which showed a positive effect. DG Treasury itself will always make 
continuous improvement efforts to monitor the impact of the remuneration policy is to 
the performance of their employees. The study of the perception variable remuneration 
and motivation showed a strong and significant influence on the performance of 
employees in institutions of the Ministry of Finance in the city of Bengkulu. Performance 
assessment will be included in the first component of the remuneration grading. As 
stated by DG Treasury itself that it is through the measurement of individual 
performance, reward and punishment is implemented, the remuneration could be 
clearly given. It may therefore be concluded in this study that the employees in the 
institutions of the Ministry of Finance in Bengkulu City has a positive perception of 
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remuneration, motivation and high work performance resulting in high employee 
performance as well. 
 
Motivation that still needs to be improved based on the findings of the research is on 
the social welfare of the employees. Party organizations should pay more attention to 
the welfare of the employees, especially from extrinsic factors such as the guarantee of 
a family and children and guarantee longevity. A pegawaiy ang highly motivated in their 
work will provide the best for suatuorganisasi. This is why motivation is very an 
important contribution to the organization. 
 
The findings of research on employee performance should be improved is the handling 
of complaints or objections people quickly and efficiently. Complaints or objections 
society can be a real evaluation of materials in improving the service. With the public 
complaints, the organization can easily find out the weaknesses and seeks to solve them 
more quickly and efficiently. 
 
Conclussion 
Remuneration existing in Finance Ministry Bengkulu namely State Treasury Services 
Office (KPPN), the Tax Office (KPP) Primary and State Property Office and Auction 
(KPKNL) has been able to improve the performance of employees, research has been 
conducted to prove that the remuneration effect exhibited significantly to performance 
employees. These results can illustrate that remuneration can improve the quality, 
quantity and variety of its services provided to the public. 
 
Remuneration system of the Ministry of Finance is the realignment of the provision for 
employee benefits in the form of allowances based on class, also provided additional 
income as a counter achievement of the performance today. The additional 
diperhitungkandari education and knowledge, experience required, complexity 
(complexity) of work, scope of work, the type and nature of the problem to be solved, 
supervision received, the responsibility of supervision or supervision of another person, 
the impact of the decision or the result of an error , relations work to be done and 
working conditions. This shows that the remuneration of civil servants is a matter that 
can provide a solution for improving employee performance. 
 
The existence of the new salary structure system is expected to have a deterrent power 
(immunity) maximum to seduction or the lure of material (collusion). Moreover, the 
purpose of the remuneration system can attract qualified and competent employees, 
make employees excel and contribute to the organization and can increase employee 
motivation. 
 
Results of this study prove that the remuneration has a significant influence on 
employee motivation, remuneration can add greatly and enthusiasm of employees at 
work. On the Institution of the Ministry of Finance Bengkulu employees have a high 
motivation in the work, it appears that the tasks and work carried can be resolved, it is 
also supported by the facilities given organization, the opportunity to develop a career 
and participation or attention given superior to the employee, so it can be concluded 
that the better the motivation will improve employee performance. 
 
Work motivation mediating perfectly (perfect mediation) between remuneration 
influence on employee performance, motivation means working to strengthen and 
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weaken the influence of remuneration to the employee's performance. In this study, the 
motivation to weaken the influence of remuneration on performance, because the 
previous remuneration significant influence, became insignificant after motivational 
enter into relationships between variables. Employee motivation Institution Ministry of 
Finance Bengkulu not only due remuneration but the facilities given organization, the 
opportunity to develop a career and the attention given to employees that the boss can 
also increase motivation. 
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Abstract 
The aim of this study was to know the influence of accounting information system toward 
internal accounting control affectivity. This study was conducted at PT Bank Sumsel Babel 
Lubuklinggau. This was a quantitative study. The analysis used normality test, Simple Linier 
Analysis, T-test and coefficient Determination. The data was conducted by using 
questionnaires. The result of this study showed that accounting information system 
influenced toward internal accounting control effectively. The value of R Square was 0.610, 
it means that the influence was 61% from accounting information system and 39% was 
influence by other aspects. 

 
INTRODUCTION 
The development of business in a country was symbolized by the increasing of social 
economic activity that will be increase the capital needs. Economic activity are hoped to 
enlarge bank activities in giving social prosperity. One of capital needs is bank finance. The 
bank finance is financial institution that serves completely monetary service (Kasmir, 2013). 
The finance activity is not only give the loan but also save the fund from society in form of 
deposit. Later, the bank will give finance service in supporting and giving loan in saving 
activity. Based on law no.10 about bank, there are two kinds of bank in Indonesia, General 
Bank and Society Credit Bank (BPR). General Bank was known as financial institution that 
gives monetary service to the society in every economic levels. Every general bank was 
competitive in managing to be healthy bank. It is accordance with the carefulness principal 
and good corporate governance which are transparency, accountability, responsibility, 
independency and fairness. Inn carefulness principal, general bank use accounting internal 
control system in aims to keep the properties of bank, to check the reliability and 
correctness of accountancy data in order to get social trust in effective fund saving. 
 
Effective accounting internal control will enlarge the social trust and stakeholder to the bank 
in using the product of general bank. The accounting internal control consists of permission, 
separate of operation, saving, recording and properties physic control function. This activity 
is one of management activity in general bank, specially Bank Sumsel Babel Lubuklinggau. 
 
Indonesia Bank emphasizes that accounting internal control was needed in every bank.  The 
element of difficult management of bank is because of the weakness of the accounting 
internal control implementation. Accounting Internal Control is the main element in 
management Bank Sumsel Babel Lubuklinggau and as the basic activity in safe, health and 
fair operational bank. Accounting Internal Control is a plan that involves organization 
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structure, methods, equipment that is used in coordinating the bank activity in order to 
keep the safety of properties bank, reliability and correctness of accounting data, efficiency 
and to support the management policy. By using accounting internal control, Bank Sumsel 
Babel is able to get the aim of the bank and risk minimalization. The result of using 
accounting internal control in accounting information system produces the good quality 
accounting information that can be audit. 
 
Accounting internal control is one of integral system in accounting information system in 
collecting, saving, processing and serving the information.  Accounting information system is 
organizing the form, recorded and report that correlate each other to serve finance 
information to the management (Mulyadi, 2013). An accurate, good and quick accounting 
information system will make the health bank. Accounting internal control is more 
emphases to the target of the bank. Accounting information system that is not involved 
accounting internal control will invite insincerity (Diana & Setiawati, 2011). 
 
Based on the writers’ survey PT. Bank Sumsel Babel Lubuklinggau, not all of the managers in 
the Bank can directly observe the bank operational activities. That is why, most of the leader 
gives some duties to their staff and the staffs should have responsibilities. This duty is in 
form of accounting internal control. Accounting internal control in Bank Sumsel Babel is 
done by a manager. The elements of it are the health practicing of their duties and function 
in every unit. Bank Sumsel Babel does not have accounting internal supervisor, so the 
accounting internal control is still low. The low of accounting internal control influences to 
accounting information system. The final result of accounting information system is finance 
report. Because of the accounting internal control is low so the finance report is pursued 
such as the late of finance report and incomplete accounting data. Meanwhile, the 
complete accounting data will support finance report to be accurate and reliable. The 
finance report that does not have complete data means there are problems with accounting 
information report. Error accounting information will give effect toward the productive of 
PT Bank Sumsel Babel. Based on the explanation above, that is why writes are interested in 
know the influence of accounting information system toward accounting internal control 
effectiveness at PT Bank Sumsel Babel Kota Lubuklinggau. 
 
The Problem of the study 
The problem of this study was formulated as : 
How does accounting information system influence the accounting internal control at PT. 
Bank Sumsel Babel? 
 
The Objective of the study 
The objective of this study was to know the influence of accounting information system 
toward accounting internal control effectiveness at PT Bank Sumsel Babel Lubuklinggau. 
 
METHODOLOGY 
To know the influence of the accounting information system toward the accounting internal 
control at PT. Bank Sumsel Babel descriptive quantitative method is used in this study. 
Technique for Collecting the Data 
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Questionnaire and interview to the respondent is done to collect the data from the 
respondences. The questionnaire was close questions with the alternative answer in each 
question. The questionnaires have been try out in PT Bank Perkreditan Rakyat Kota 
Lubuklinggau to know the validity and reliability of the questions. 
 
Statistical Technique Used 
Co-efficient of determination was the statistical technique used to analyze the data. 
 
ANALYSIS AND INTERPRETATION 
Co-efficient of determination was used to know the percentage of the influence of 
accounting information system toward accounting internal control effectiveness at PT. Bank 
Sumsel Babel Kota Lubuklinggau. It was symbolized by R square. 

 
Table 1. Co-efficient of Determination Value 

Model R R Square Adjusted R 
Square 

Std. Error of 
the Estimate 

1 .624 .610 .390 4.674 

a. Predictors: (Constant), Sistem Informasi Akuntansi 
 

Observation of table -1 shows that the R square value 0.610.  This reveals 61% accounting 
information system influences the accounting internal control effectiveness, means while 
39% was influenced by other factors that is not included in this study. This result is also 
supported by Marzuki, he found that there was high and positive correlation between 
accounting sale information system with the effective of sale by correlation value 0.963 or 
96.3%.  He claimed that accounting sale information system has high correlation with the 
sale internal control effectiveness. It is in accordance with Nurafni’s study that accounting 
information system influenced the accounting effectiveness control. This study showed that 
accounting information system  
 
It was also found the employees perception toward the accounting internal control 
effectiveness at PT Bank Sumsel Babel were :  
1. In preparing data, it is reliable and effective 
2. In protecting properties and bank recording is effective 
3. In developing effectiveness and effeciency is effective 
4. In developing adherence of the management policy is effective 
It means that PT Bank Sumsel Babel Lubuklinggau has implemented accounting internal 
control as the indicator. 
The results of accounting information system in PT Bank Sumsel Babel as follows: 

1. The employees’ perception toward human resources is effective 
2. The employees’ perception toward (form/record) served by the bank is effective 
3. The employees’ perception toward  information of the results processing 

accounting toward PT Bank Sumsel Babel Lubuklinggau is effective 
It means that PT. Bank Sumsel Babel Lubuklinggau has implemented accounting information 
system as the indicator. 
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Abstract 
 
The objective of this research was to 1) know how much potential and time allocation of 
labor in productive economic activities, 2) analyze the economic and non-economic factors 
that affect the farm household labor time allocation of household rubber farmer, and 3) 
know the structure of farm household income from a variety of sources and the effect of 
the allocation of labor time farmers. 
The research uses proporsionate stratified random sampling with total samples is 63 farmer 
from one sub-district. Each sub-district was represented by one village respectively. One 
villages are immigrants farmers as Stratum I and the others are local farmers as Stratum II. 
The results showed that 1) the potency of workforce in Stratum I higher than Stratum II 
where the average potential in Stratum I is 772,25 HOK per year and Stratum II 714,97 HOK 
per year, 2) the allocation of time working on stratum I average 386,20 HOK per year and 
Stratum II 269,05 HOK per year, 3) total labor force participation on average 0,46 % in 
Stratum I and Stratum II while the average total labor force participation of 0,36 %. The 
amount of the participation of the existing workforce in Stratum I due to farmers who live in 
the area are farmers producing clean rubber immigrants who mostly come from the island 
of Java, the more industrious and diligent in their work, 4) farmer’s income derived from 
farming activities rubber, rubber non-farming activities and non-farm activities. The results 
showed that the most substantial income derived from farming activities rubber, in Stratum 
I Rp. 39.421.688 per year while in Stratum II Rp. 16.997.160 per year then the income 
derived from non-farm activities in Stratum I Rp. 2.725.000 and Stratum II Rp. 2.167.742 and 
accounted for most small farmer’s income is from farming non-rubber is Rp. 38.313 in 
stratum I and 1.997.710 in stratum II, 5) R square value of 0,85 illustrates that the model is 
formulated already pretty good at seeing the effect of independent variables on the variable 
income. Highly significant variable is the area of land, while the significant variables are 
within the garden, for background variables significant at α farmers under 10%. Variable 
rubber plant age and number of family members are no effect to income. 

Keywords: Allocation of labor time, Potency of Labor, Farmer’s income 

Introduction 
The prospect of the world's natural rubber is getting brighter in line with the increase of the 
world's natural rubber amounted to 263,000 tons, in 2011 there was a deficit of 159,000 
tons, and estimated 2015 deficit figure reached 3.003 million tons, and in 2020 amounted to 
4.401 million tons. The increasing demand for natural rubber in the world market is a 
concern because some of the leading tire manufacturers in the world have introduced the 
tires "green tires" which contains more natural rubber. (IRSG, 2011), causing the plant 
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switched to using natural rubber for world economic growth and rising standards of living 
human beings. The rapid growth of the world economy such as China, India, South Korea 
and Brazil, have impacted the growth of Indonesia's natural rubber demand is quite high in 
the international market, which in 2012 reached 2.79 million tons, up 6.1% compared to the 
year 2011 amounted to 2.63 million tons. 
  
Working hours on the farm is the number of working hours devoted to farming household 
members. Working hours on the farm is divided into working hours husband and wife 
working hours. Husband working hours on rice farming influenced by husbands working 
hours on non-rice farming, labor costs outside the family, the total expenditure of 
households, age of husband and husband education. Working hours and wife on the farm 
affected by the wife working hours on non-farm, labor costs outside the family, the total 
expenditure of households and the number of children under five (Rochaeni and Lokollo, 
2005). 
 
Farmers in general to work or work as farmers with low earned income. Low income 
resulted in many farmers who are looking for jobs outside farming rubber, the reason being 
that rubber farming business hours still provide opportunities for farmers to do business 
outside of rubber farming. Utilization of spare time (leisure) provides an opportunity for 
rubber farmers to increase farm family incomes outside the rubber. 
Based on the description above raised the question, how the labor potential of farmers in 
allocating time it works and how it affects the income of farmers. For this purpose, the 
study time allocation of household labor rubber farmers and their effects on the incomes of 
farmers in Musi Rawas needs to be done. 
 
Research Methodology 
This study was conducted in two districts, namely Muara District and Sukakarya Beliti Musi 
Rawas. The location determination is done with the consideration that the area is an area 
which is a newcomer farmers and local farmers and growers producer if the rubber material 
(Bokar) different quality. Data collection was carried out in 2014. The sampling method used 
in this study is a randomized plated balanced (Proporsionate Stratified Random Sampling) 
where farmers from samples taken from the two districts. Population respondents in the 
village Ciptodadi District of Sukakarya amounted to 645 people, and in the village of Muara 
Beliti New population of 617, respectively taken 5% of the total population that is 32 people 
from the village Ciptodadi District of Sukakarya as Starata I and 31 people from the village of 
Muara New Beliti Muara Beliti as strata II. 
  
The data obtained from the field treated tabulation then performed a descriptive analysis. 
To answer the first hypothesis that the data is processed and analyzed with descriptive with 
tabulation method, then to answer the second and third hypothesis test regression and 
correlation. 
 
Regression models were used type of Cobb - Douglas. Mathematical forms Cobb - Douglas 
can be written as follows: 
 
Y = a X1

b1
 X2

 b2
 X3

 b3
 X4

 b4 X5
 b5

  X6
 b6

    Db7e 
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Results  
Potential Labor 
Farm household labor time allocation is calculated based on the length of working time 
farmer in one day and then converted into person-days (HOK). 1 HOK accounted for 7 
(seven) working hours. To calculate the labor of women and children by converting the 
number of working hours per day into a day of work or person days (HOK). According 
Rukasah (1974) that the men worked 300 working days in a year, while 226 women and 
children working day 140 working days. For more details are presented in Table 1. 
 

Table 1. Potential Farm Household Labor on Both Strata. 
 

Strata 

Number of Family 
Members (Org) Total 

Potential Labor 
HOK/KK/Th 

Total 
HOK/KK/Th 

Man Women Man Women 

I 1,69 1,19 2,88 506,25 266,00 772,25 

II 1,52 1,16 2,68 454,84 260,13 714,97 

Average 1,61 1,17 2,78 480,54 263,02 743,61 
Source: The results of data processing, in 2014. 

 
 In Table 1 it can be seen that the potential labor force Strata I was also higher than the 
Strata II, the Tier I men amounted to 506.25 HOK/KK/year, and amounted to 266 women 
HOK/KK/year while the Tier II are on average total employment of men at 454.84 HOK / KK / 
year, and the woman at 260.13 HOK / KK / year. Potential labor force on average for both 
Strata is the potential labor force of men at 480.54 HOK / KK / year, female 263.02 HOK / KK 
/ year and total potential of an average of 743.61 HOK / KK / year. 
 
Labor Time Allocation Household Rubber Farmers Farming 
Time allocation of household labor rubber farmers is the amount of time devoted farmers to 
work on rubber farming. Allocation of labor time used for rubber farming on average ranges 
between 5 to 6 hours a day, farmers usually start farming activities rubber at 05:00 to 11:00 
and in a week the farmers allocate their work time by 5 working days, otherwise they do 
other productive activities ie non-rubber farming and non-farming activities. The result is 
the allocation of working time consists of the allocation of working time men, women and 
children. More details can be seen in Table 2. 

 
Table 2. Allocation Working Time on Rubber Farming. 

Strata 
Allocation of labor time (HOK/KK/Th) 

Total 
Man Women Child 

I 227,74 127,50 30,96 386,20 
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II 200,15 58,62 10,28 269,05 

Average 213,94 93,06 20,62 327.63 
Source: The results of data processing, in 2014. 

 
Table 2. can be seen that the allocation of working time on basic farming (rubber) in Tier I is 
greater compared with Strata II with details that men working time allocation of 227.74 
HOK/KK/year, female 127.50 HOK/KK/year and children 30.96 HOK / KK / year, sedangan on 
manufacturers producing dirty bokar men working time allocation of 200.15 HOK / KK / 
years, women 58.62 HOK / KK / year and 10.28 children HOK / KK / year , 
 
Strata I and II on the allocation of labor time a man in rubber farming is greater than the 
time allocation of women and child labor. Child labor to help in rubber farming activities, 
including weeding and tapping activities, these activities children do outside school hours 
and during school holidays, while for women workers only help tapping rubber alone. 
 
Time Allocation Work on Non-Rubber Farming 
Rubber is the subject of farming, but in addition to farming, the farmers also cultivate other 
farms that farm consisting of long beans, eggplant squash, durian, turmeric and ginger. 
Farmers who are in Strata I cultivate farming of vegetables and a small portion is also no 
raise cattle. 
 

Table 3. Allocation of Labor Time Non-Rubber Farming 

Strata 
Allocation of labor time (HOK/KK/Th)  

Total 
Man Women Child 

I 0,74 0,28 0 1,02 

II 19,01 10,54 11,06 40,61 

Average 19,75 10,28 11,06 20,82 
Source: The results of data processing, in 2014. 

 
Table 3 can be seen that the allocation of labor time for larger non-rubber farming in Strata 
Strata II compared with the first, the man Time allocation of 0.74 HOK / KK / year, female 
0.28 HOK / KK / year and children 0 HOK / KK / for Strata I, while the allocation of labor time 
for Strata II, namely the allocation of working time of 19.01 HOK man / KK / years, women 
10.54 HOK / KK / year and children 11.06 HOK / KK / year. 
 
Allocation Working Time Non Farm 
Allocation of working time farmers in addition to rubber farming and non farming rubber 
also do productive activity outside the farm to increase farmers' income. More details at 
present in Table 4. 

 
Table 4. Time Allocation Non-Farm Employment 

Strata 
Allocation of labor time (HOK/KK/Th) 

Total 
Man Women Child 

I 87,80 16,07 0,00 103,87 



                                                      Transforming Business in Emerging Markets 
 

264 
 

II 74,10 16,58 0,00 90,68 

Rata-rata 80,95 16,32 0 97,27 

Source: The results of data processing, in 2014. 
   
From the research for Strata I allocated work time is greater than the Strata II with an 
average allocation of labor time for non-farming activities include men 87.80 HOK / KK / 
years, women 16.07 HOK / KK / year, and for children no one working in non-farming 
activities as it is still of school age. As for Strata II consists of the male workforce allocation 
of 74.10 HOK / KK / years, women 16.58 HOK / KK / year and for no child labor because it is 
still under school age. 
 
Labor Time Allocation Farmers Farming Rubber, Rubber and Non Farm Non Farm. 
Productive activities undertaken farmers to increase farmers' income consists of three 
activities namely farming activity on the principal that rubber farming, non-rubber farming 
activities and activities outside the farm. For more details can be seen in Table 5. 
 

Table 5. Allocation of Labor Time farmers on farming Rubber, Rubber and Non Farm  

Strata 
Allocation of labor time (HOK/KK/Th) 

Total HOK Potency Rubber 
farming 

Non farm 
Rubber Non Farm 

I 386,20 1,02 103,87 491,09 772,25 

II 269,05 40,61 90,68 400,34 714,97 

Average 327,62 20,81 97,27 445,71 743.61 

Source: The results of data processing, in 2014. 

 
Table 5 it can be seen that the average allocation of labor time farmers in all three events 
(rubber farming, non-rubber farming and non farming) is the average labor time allocation 
for rubber farming amounted to 327.62 HOK / KK / year, mean The average working time 
allocation of non-rubber farming 20.81 HOK / KK / year and time allocation for non-farm 
labor force of 97.27 HOK/KK/year.  
  
Results of calculation of labor time allocation farmers indicate that the first hypothesis in 
this study expressed accepted, because the calculation may be that the time allocation of 
household labor is aimed at more farmers rubber farming activities. The number of 
household labor that allocates labor on rubber usaahtani due rubber farming is the main 
source of income in Sub Sukakarya and Muara Beliti. In the Table 4.10 it is known that the 
allocation of working time farmer in rubber farming, farming non-rubber and non farming is 
greater in Tier I compared to Strata II, this is because the Strata I are farmers entrants more 
industrious and diligent work compared to Strata II which is local farmers. 
  
The allocation of labor time used by farmers for work not used in full, can be seen from 
Table 4.10 that is a total HOK HOK HOK men plus women and children plus with HOK. The 
potential that exists in Tier 1 is 772.25 HOK / KK / year, while that used for 491.09 HOK / KK 
/ year, or only 63.59% of the manpower available, whereas for Strata II in the know that the 
potential of 714.97 HOK / KK / year and utilized by 400.34 HOK / KK / year, or only 55.99% of 
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the workforce of available. From the calculation of the potential Strata I note that on more 
untapped potential of the Strata II when compared to the available potential. As a 
comparison of the results of the study Kindangen (2000) in Zahri (2003) concerning the 
empowerment of coconut farmers in Central Sulawesi that workers are allocated 
throughout the year for coconut farming approximately 80 HOK. While the potential of 
family labor available a minimum of 35 person-days per month or a minimum of 420 
person-days a year, so the use of family labor only 20% of the workforce available. 
 
 
 
 
Analysis of Production and Income Farming 
Production 
 Vast rubber plantation owned by farmers between 1 and 6 hectares with an average 
production in Tier I of 6300.94 kilograms per year and the expanding arable Strata II 
amounted to 2585.65 kilograms of expanding arable year. While productivity in the Tier I is 
1,926 kilograms per hectare per year and at Strata II amounted to 1115.17 kilograms per 
hectare per year. The following are the average poduksi and productivity of rubber in each 
strata. in Table 6. 
 

Table 6. Production and Productivity Average Rubber on Each Strata 

Strata Land area (Ha) Slab production 
(Kg/lg/ year) 

productivity slab 
(Kg/Ha/ year) 

I 3,23 6.300,94 1.926 
II 2,42 2.585,65 1.115,17 

Source: The results of data processing, in 2014. 
 
From Table 6 can be seen that the Strata I have a greater production and productivity 
compared with Strata II. Nominal productivity of rubber above the slab productivity by KKK 
has not reached 100% so as to calculation of productivity when compared with the 
productivity of South Sumatra is calculated after deducting 50% of the productivity of slab 
produced. At Strata I've productivity above average productivity is equal to 963 kilograms 
per hectare per year, while the Tier II amounted to 557.58 kg per hectare per year. 
 
Production Cost 
Production costs in rubber farming, consisting of fixed costs and variable costs. Fixed costs 
generally include the cost of depreciation of tools while the variable costs, include the cost 
of fertilizers, pesticides and vinegar. More details at present in Table 7. 

 
Table 7. Rubber Farming Production Costs of Each Strata 

Strata 
Biaya Produksi (Rp/lg/ year) 

Total Cost (Rp/lg/ year) 
Fixed cost Variable Cost 

I 421.906 7.413.438 7.835.344 

II 214.142 370.806 585.227 

Total 636.048 7.784.244 8.420.571 
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Average 318.024 3.892.122 4.210.285,5 
Source: The results of data processing, in 2014. 

 
In the rubber farming in Strata I average variable cost of Rp. 7,413,438 per year, or about 
94.62 percent of the total cost of production. Fixed costs rubber farming only partake of 
5.38 percent or about Rp. 421 906 per year. While in Strata II average variable cost of Rp. 
370 806 per year, or about 63.36 percent of the total cost of production. Fixed costs rubber 
farming only partake 36.58 percent or about Rp. 214 142 per year. 
 
Household Income 
Household income is total revenue generated rubber farmers, either from rubber farming, 
non-rubber farming and non-farming activities. Rubber farmers in the research area of 
rubber plantation not only alone, but also doing rubber farming and non farming rubber, 
some rubber farming and non-farming activities and there are farmers whose income is 
derived from farming rubber, non-rubber farming and non farming. The following details the 
total farm household income. 
 

Table 8. Total Household Income of Farmers In Each Strata. 

No Farming Income  
Strata I 
(Rp/Th) 

proportion 
(%) 

Strata II 
(Rp/Th) 

proportion (%) 

1. 
2. 
3. 

Rubber farming  
Non Farm Rubber 
Non Farm 

39.421.688 
38.313 
2.725.000 

93,45 
0,09 
6,46 

16.997.160 
1.994.710 
2.167.742 

80,32 
9,43 
10,24 

 Total 42.185.001 100 21.159.612 100 
Source: The results of data processing, in 2014. 

 
Based on Table 8, Strata I note that on the income of farmers in rubber farming Rp. 
39,421,688 or 93.45%, the income of non-rubber farming Rp. 38 313 or 0.09% and the 
income of farmers of non usaahtani Rp. 2.725 million or 6.46%. While at Strata II rubber 
farming income of Rp. 16.99716 million or 80.32%, the income of non-rubber farming Rp. 
Dap 1.99471 million or 9.43% of non-farm income of Rp. 2,167,742 or 10.24%. 
 
Data obtained from studies, it is known that the total household income of farmers in Strata 
I is greater than in Tier II. At Strata I source income of farmers who most contributed to the 
lives of farmers is the income derived from farming rubber, then non-farming and the least 
contributed revenue is from non-rubber farming. In the second strata farmers' income 
sources most contributors to the lives of farmers and their families, while the non-rubber 
farming activities accounted for the smallest income. This is because the population in the 
study area is only a small portion of non-rubber to farm yards and even then the only or not 
cultivated commercially. 
 
Factors That Affect the Allocation of Working Time Farmer in Rubber Farming and Outside 
Farming Rubber Against The Income of Farmers. 
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Results of regression analysis prediction models produce a coefficient of determination (R2) 
which is as high as 0.85 means that there is a strong relationship between land, a distance of 
rubber plantations, the number of productive age rubber plants and technology with the 
income of farmers and 85% of the land area, the distance rubber plantations, the number of 
productive age rubber plants and technology with farmers' income can be explained in the 
regression equation, only 15% is explained by other variables. This proves that the second 
hypothesis in this study received. More detail can be seen in Table 9 as follows: 
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Table 9. Results of the estimation parameters of some variable factors that affect the 
allocation of labor time 

 

Model 

Standardized 
Coefficients Sig. 

Beta 

1 (Constant) 16.074 .000 

Land area .730 .000 

distance Gardens .148 .031 

Number of Members 
Productive 

-.033 .808 

age Rubber .023 .896 

Background Farmers .487 .025 

  
From Table 9, the result estimation parameters of several variable factors affects time 
allocation of labor is the land area, the variable land area (X1) obtained sig (0.000) which 
means that the variable land area of very significant effect, where the land will influence to 
increase farmers' income, variable spacing garden (X2) obtained a value of 0.031, which 
means that the distance variable gardens real effect, a variable number of members earning 
(X3) obtained the value 0.808, which means that a variable number of members earning no 
real effect, meaning that the greater number of members will not increase the income of 
farmers, this is due to have family members who are still at the level of formal education, 
the outpouring of labor will decrease. 
 
Variable age rubber plant (X4) obtained the value 0.896, which means that the variable age 
rubber plant had no significant effect, in which the older the rubber plant, the more 
unproductive in mengahasilkan latex, causing the latex production will decrease, variable 
technology (X5) obtained a value of 0.25, which means that the real effect of technology 
variables, variable describes the background technology of farmers, where farmers with a 
background as an immigrant farmers employ the use of technology, which includes the use 
of seeds recommended, and the maintenance of a well that is the use of fertilizers, control 
HPT and the use of herbicides while the farmer with the background of the local farmers do 
not employ the use of technology, local farmers still tap the rubber trees were old age (30-
60 years), local farmers also do not perform maintenance intensive, but just do weeding 
alone and just use a sickle, so that local farmers latex production is not optimal. 
 
The allocation of labor time and its effect on the income of farmers. 
Results of regression analysis prediction models produce a coefficient of determination (R2) 
is 0.48 means that the factors that affect revenue not identified in this study is still quite a 
lot. Rubber farming is farming the principal farmers in the study area, thus placing the main 
source of their income is derived from rubber farming. From the regression results above it 
is known that there are many factors that are not identified, some factor is the land, that 
farmers with large tracts of land have not been utilizing optimal land for farming activities, 
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especially for farming non-rubber, besides the allocation of manpower wife and children 
who helped in the activities of both rubber farming and farming non-rubber is not optimal 
because the workforce wife allocate their work time to help her husband in rubber farming 
and farming non-rubber are also allocate time work to take care of the household besides 
child labor which helped in activities rubber farming is still in the age of formal education so 
that the use of labor will decrease. More detail can be seen in Table 10 as follows: 
 

Table 10. Results of the estimation of labor time allocation parameters that affect the 
income of farmers. 

 

Model 
Standardized Coefficients 

Sig. 
Beta 

1 (Constant)  .000 

Alokasi waktu tenaga kerja .683 .000 

 
From Table 10, the result estimation parameters of the allocation of labor that affect 
farmers 'income earned sig value (0.000) which means that the variable income real impact 
on the allocation of labor time, where the greater allocation of labor time used for 
productive activities that will increase farmers' income. 
 
Conclusion 
1. The allocation of work time is greater farmer in rubber farming activities compared with 

non-rubber farming and non-farming for both Strata, with an average allocation of 
working time man 227.74 HOK / KK / year, female 127.50 HOK / KK / year and 30.96 
children HOK / KK / year for Tier I and Tier II for man 200.15 HOK / KK / years, women 
58.62 HOK / KK / year and 10.28 children HOK / KK / year. 

2. Farmers' income derived from farming activities rubber, rubber non-farming activities 
and non farm activities. The results showed that the greatest revenue derived from 
rubber farming activities, the Tier I which merupak immigrant farmers Rp. 39,421,688 
per year while in Strata II which is a local farmer Rp. 16.99716 million per year then the 
income derived from non-farming activities and, most small farmers accounted income is 
from non-rubber farming. 

3. The variables are highly significant area of land, while the real variables that are within 
the garden and farmer's background variables, variable rubber plant age and the number 
of productive family members are both no effect. 
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Abstract 

The objective of this study were to analyze: effectiveness and efficiency of distribution in 
the marketing of tilapia, market structur of tilapia, and bargain position of tilapia farmers.  
The descriptive survey methode was use in this study.  Respondents are farmers,  both 
middleman and wholesalers of tilapia, and retailer of tilapia in Musi Rawas.  The data were 
analyzed using Mathematical model for calculating of marketing margin, distribution 
margin, market share; linear regression models, and herfindahl-Hirchman index model were 
used to analyze market structure and bargaining pasition of the farmers.  The results 
showed that the distribution of the market was nor effective or efficient, the market 
structure was oligopsonistic and the bargain position of tilapia farmer was low. 

Keyword: Bargaining position, farmers, tilapia marketing 

Introduction 
Tilapia is one of main product in the Musi Rawas District.  Most of the tilapia farming in Musi 
Rawas district applied in jetted pond and was cultured with intensive systems. Intensif 
systems generally need high capital input for feed, seed, and labor.  As it was explained by 
Ugwumba (2011) that  intensive systems uses water management through manipulation of 
water circulation and supplementary feeding. More over, Adams et al. (2014) explain that 
on the basis of his research, this system can be yield as high as 100 ton per ha per crop.   
 
In Musi Rawas District, tilapia farming was dominated by 80 % small-scale farmers, and the 
rest, 10 % medium-scale farmers, and 5 % large-scale farmers (Dinas Peternakan dan 
Perikanan, 2013). The production of tilapia increased from year to year along with the 
growing market demand of tilapia. In year 2013, the production of tilapia was 48,578.44 ton 
or had increased 81 % compare previous year 26,909.44 ton (Badan Perencanaan dan 
Pembangunan Daerah, 2014).  Unfortunately these conditions tend to form an imperfect 
market.  Therefore, the rise in prices and demand will not affect the level of tilapia farmers' 
income. 
 
Market structure is one of the causes of changes in demand not to be responded by price. It 
continues to be a concern to researchers, in particularly to price at farm  gate, middleman 
and retail level.  Chung and Griffith (2009) explain that the factors that contribute to the 
bargaining power of farmers were price rising retail sharply together with relatively stable 
farm prices, and thus increasing marketing margins; high and increasing concentration in 
the retail sector, wherein the concentration of effort occurs; and the deregulation of 
agricultural marketing institutions and trade liberalisation. Similarly research that was be 
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conducted by Amin (2004); Kučerová and Žufan (2008), Kudová and Chládková (2008); 
Severova et al. (2011); Castiglione et al. (2012); Amin (2014) indicated that low of bargaining 
position of farmers due to market concentration occurred on a few sellers or buyers, which 
lead to imperfect competition market structure.  Base on description above, it is necessary 
to conducted the research. 

Material and Method 
This  study was conducted in Tugumulyo Subdistrict, representation of Musi Rawas District 
for jetted pond farming. Respondents were household who has farming of tilapia with jetted 
pond system. 
 
A survey methode vereficatif was applied upon three group of stakeholders involved in 
tilapia farming, the tilapia farmer, the middlemen and retailer. Number of 30 sample of 
farmer of tilapia were determined by stratified random sampling method proportionally 
based on business scale.  Through this methode, 3 farmers of tilapia with scale of farming ˃ 
0.75 ha, 5 tilapia farmers with the scale of farming ≥ 0.50 or  ˃ 0.75 ha, and 22 farmers 
tilapia with an scale of farming < 0.50 ha had were selected.  Whereas of 22 middlemen and 
8 wholesalers were chosen by snowballing method.  
 
Data collection were conducted from july to august 2014 by using questionnaire to 
investigate to respondents. Mathematical model for calculating of marketing margin, 
distribution margin, market share; herfindahl-Hirchman index; and linear regression models 
were used to analyze the data.  The mathematical model used in this analysis were as 
follows: 
Marketing Marjin (Sudiyono, 2001): 
 

M = ∑ ∑ Cij

n

j=1

m

i=1

+ ∑ πj 
where: 
M   = marketing Margin 
Cij = marketing cost    
Π   = profit 
m   = The number and type of marketing cost 
n    =  the number of marketing institutions 

Marketing Margin Distribution (Sudiyono, 2001): 
 
Sbij = {Cij/(Pr – Pf)}{100%} 
Cij   = Hjj – Hbj 
Skj  = {[Pij/(Pr-Pf)] [100]} 
 

where: 
Sbij =  part of the  implementing cost of the marketing 

functions i by marketing agencies j 
Cij =  implementing cost of the marketing function i by 

marketing agency j 
Pr   =  prices at the retailer 
Pf   =  prices at the farmgate 
Hjj =  selling price of marketing agency j 
Hbj=  purchasing price of marketing agency j 
Pij  =  profit of the marketing agency j 
Skj = part of the profit of  marketing agency j 

Regresion Model (Sudiyono, 2001): 
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Pf = a + bPm where: 

Pj  =  farmgate price  
a    = constanta 
Pm =  price on the middleman 
if b <1, then there was a monopsony m on f 
if b = 1, then there is perfect competition 
if b > 1, then there was a monopoly  f on m 

 
Herfindahl-Hirchman Index (HHI): 
 

HHI = ∑ Si
2

N

i=1

 
where: Si

2 = Consentratin of middlement  
If HHI = 0 - ≤ 1500, the market structure is perfect; if HHI> 1,500 - ≤ 2500, 
then the market structure  tend to oligopsonistic; if HHI> 2500 - ≤ 5.000, 
then the market structure tend  to oligopsony; if  HHI > 5000-10000, than  
market structure  tend to monopsonistic; and if HHI = 10000, then the  
market structure tend to monopsony (Goulielmos and sitcoms, 2012). 

Result and Discussion 

The data in the table 1 indicate that marketing margin Rp. 9,050,00/kg, with the greatest  
distribution is on the profit of middlemen and retailers,  68.84% and 29.10% respectively.  
Furthermore, in Table 1 also shows that that the market share of farmer, middleman profit, 
and retailer profit of  62.73%, 24.67 %, 10.43 %, respectively.  Those can be concluded that 
the distribution of the market was nor effective or efficient, because inequality in the 
distribution margins and marketing high cost.  Then, what has caused the market to be 
ineffective and inefficient.  To answer this question, then proceed by  using linear regression 
analysis (Table 2). 

Table 1. Marketing Marjin Analisis of Tilapia 

Market Institution and Margin 
Component 

Rp./kg 
Distribution of 

Margin 
Share (%) 

1.  Fish Farmer     
 a.  selling price      16,203.00    62.73 

b.  Grading Cost            140.38    
 c.  Packaging Cost            221.59    
 2. Middleman       

a.  Purchasing Price      16,203.00               64.73  

b.  Grading Cost   68.57             0.76               0.27  

c.  Packaging Cost              65.05             0.72               0.26  

d.  Transportation              15.24             0.17               0.06  

e.  Retribution              15.10             0.17               0.06  

f.  selling price      22,597.00      

g.  Profit        6,030.04           68.84             24.67  
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3.  Retailer        

a.  Purchasing Price      22,597.00               89.48  

b. Ice/oxygen               22.00             0.24               0.09  

c. selling price      25,253.00      

d. Profit        2,834.00           29.10             10.43  

Marketing  Margin        9,050.00         100.00    

 
Table 2 shows that  the coefficient of determination (R2) value of 0.14.  It showed that 
about 14% of variations on the farm gate was determined by the model. In the regression 
analysis indicated that the price of farm gate was significantly affected by the  price of 
middlemen  (p < 0.05) with b coefficient was less than one.  It implied that the structure of 
tilapia marketing was monopsony.  therefore, to know how big the influences of market 
structure monopsony, then proceed with the calculation by the Herfindahl-hirschman index. 

 
Table 2.  Regression Coefficients of Tilapia Marketinga 

Model 
Unstandardized Coefficients Standardized Coefficients 

T Sig. 
B Std. Error Beta 

(Constant) 13073.372 1456.762  8.974 .000 

X1 .139 .064 .376 2.149 .040 

R2 (coeficient)  = 0.142 

a. Dependent Variable: Y1 

 
The data in the Table 3 indicated that HHI value  1.802 %  implied that the marketing 
structure of tilapia tend oligopsonistic.  It reveal that clearly the bargaining position of 
tilapia farmer was low.  It was due to the many small-scale farmers dealing with wholesalers 
who are few in number.  As indicated by Amin (2004); Kučerová and Žufan, Kudová and 
Chládková (2008); Severova et al. (2011); Castiglione et al. (2012); Amin (2014) that low of 
bargaining position of farmers due to market concentration occurred on a few sellers or 
buyers. 

Table 3.  Herfindahl-Hirchman Index in the Marketing Distribution of Tilapia 

No. purchases concentratin of middlemen S (%) S2 

1. 39.000   11,111 123 
2.      81.000   23,077 533 
3.      46.500   13,248 176 
4.      43.500   12,393 154 
5.      78.000   22,222 494 
6.      63.000   17,949 322 

∑    351.000   
 

1.802 
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Conclusion 
The distribution of the market was nor effective or efficient, because inequality in the 
distribution margins and marketing high cost. It was revealed by marketing margin Rp. 
9,050,00/kg, with the greatest  distribution was on the profit of middlemen and retailers,  
68.84% and 29.10% respectively;  the market share of farmer (62.73), middleman profit 
(24,67 %), and retailer profit (10.43). 
 

Market structure oligopsonistic implied of the price of farm gate that was  affected by the 
price of middlemen significantly (p < 0.05) with b coefficient was less than one,  and than 
the value of Herfindahl-Hirschman Index. Its mean the bargain position of tilapia farmer was 
low. 
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Abstract 
Experiential marketing began to attract attention of many researchers. This paper reports 
the findings of a survey on the impact of various marketing actions against consumer 
affective experience in a bank. The survey was conducted with a sample of consumers as 
many as 400 people and analyzed using Structural Equation Modeling (SEM). Analysis of the 
data revealed from the three constructs of affective experience: only arousal that can 
enhance customer satisfaction. On the other hand, arousal of consumers affected by quality 
rating, while the power of consumers affected by quality rating, and customer pleasantness 
is affected by quality rating, reputation and consumer conditions. Consumer satisfaction 
itself is affected in addition to arousal, also influenced by brand trust and enthusiasm to 
become a customer from Words of Mouth (WOM) activity. In general, users with low 
interest savings most uncomfortable and powerless than consumers with higher interest- 
savings. Consumer with deposits service are the most satisfied customers compared to 
consumer with credit and savings service. 
Keywords: intrinsic nature, convenience product, word of mouth. 
 
1. Introduction 

Marketing is basically the development and use of concepts that can be quantified and 
emphasized is placed upon marketing analyses of customer motivation or behavior (Roberts 
et al, 2013). Customers become the ultimate goal of marketing because they determine 
whether the marketed product is accepted or rejected. Marketing experts tried to find the 
best way so that customers can receive a product with a high satisfaction level, and as a 
return, marketers can consistently gain profits. The general concept that is most often put 
forward in marketing is customer satisfaction. Customer satisfaction is the feeling gained 
from the difference in perception and expectation (Zakaria et al, 2014). Although it is not 
absolute, the more satisfied a customer, he or she would be more compelled to buy again. 
Similarly, the more disappointed a customer becomes, his or her desire to buy diminishes. 
Therefore, marketers should ensure that customers should always feel satisfied. 

On the service sector, customer satisfaction is derived from providing services to 
customers (Meidute-Kavaliauskiene et al, 2014). However, the services mentioned here is 
broader than the services in the context of providing goods. Customer satisfaction in the 
context of goods lies in consumption of the product, not on the service provided before the 
product was purchased. In fact, many products are put away without being offered by 
marketers face-to-face (which means there was a moment of service). In the context of 
services, ministry moment occurred even before the product (actual service) is given. An 
exampleof this is in the form of face-to-face to explain the advantages of the product for 
customers. 

Various study found that service satisfaction is influenced by customer’s perceptions of 
business providing the best possible services (Garg, 2014). Meanwhile, other factors include 
self-service and information-based solutions (Staub and Teber, 2015).  
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Basically, satisfaction is gained from the experience of providing services. This 
experience comes in a variety of situations, ranging from familiarity with the brand, meeting 
up with a representative, getting the services, and after getting the services (Khan et al, 
2015). The most important part is service encounter. Service encounter is all the encounters 
that occur in which a service provider meets with its customer (Ferreira et al, 2014). 
Customers can decide whether he or she is satisfied or not after the service encounter 
(Sukiman et al, 2013). According to the theory of marketing experience, the experience 
gained could be a sensory experience; affective experience; creative cognitive experience; 
physical eperience, behavioural experience, lifestyle experiene; and the experience of social 
identity that results from a relationship within a social group (Navratilova and Milichovsky, 
2015). For example, in banking services customers can experience the atmosphere of the 
room (sensory), growing emotional (affective), calculations and previous experience 
(cognition), the behavior of other human beings, and also the image of him as a social 
entity.  

From these type of experiences, the most important one is the affective experience 
(Alagoz and Ekici, 2014). Affective experiences include the emotional component and mood 
(Sahin et al, 2011) which every human has. Specialised field is made to understand how 
customer acts in a non-rational way, including when they judge based on their feelings. This 
experience extends from purely positive mood, to emotions that are strong like excitement, 
enjoyment, and satisfaction (Navratilova and Milichovsky, 2015). Affective experience 
consists of three dimensions: pleasantness, arousal, and power (Giardini and Frese, 2008). 
Of these three dimensions, the dimension that is most commonly found is comfort (Giardini 
and Frese, 2008). Unfortunately, there is little research that explores the factors that affect 
service’s comfort. This is due to the basic assumption of economics that concludes that 
comfort comes from the nature of the product and of individual’s circumstances (Plassman 
et al, 2008). If the product has a good quality and an individual needs it, then the individual 
should feel comfortable on the product consumed. 

One of the rare studies on service comfort is by Plassman et al (2008). They conclude 
that comfort is affected by the price. Customers who tasted an expensive wine and a cheap 
wine would judge that the more expensive one is more comfortable than the cheap one, 
althouth they are both wine. The researchers also conclude that comfort is not only 
influenced by the nature of the product and the individual circumstances, but also by 
marketing activities. Even so, Plassman et al (2008)’s research is only directed on 
consumption of goods. Their research is still questionable in the context of services, such as 
financial services. In line with the reasoning above, this research seeks to examine the 
factors that influence the affective experience of the product on the financial services 
sector. 

 
2. Literature Review 
2.1. Experiental Marketing 

Experiential marketing is a new marketing technique that focuses on improving the 
experience, so that customers are encouraged to consume a product and become loyal to 
the manufacturer. Experiential marketing is a marketing technique that emphasizes direct 
contact and interaction on marketing actions, which can create a memorable brand 
experience (Zarantonello and Schmitt, 2011). The key to experiential marketing is to 
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understand the elements that are owned by consumers and use it to filter perception (de 
Kervanoael et al, 2008). 

The goal of experiential marketing is so that consumers have a very meaningful and 
memorable experience after diving into the product specifications (de Kervenoael et al, 
2008). This objective is seen as a fulfillment of the needs of today's consumers who want a 
personalized marketing that respects and recognizes their needs for novelty and excitement 
(de Kervanoael et al, 2008). 

Experiential marketing has five steps, which includes sense, feel, thinks, act, and 
relate (de Kervenoael and Aykac, 2008). These five steps are experiences involving sensory 
experiences, affective experiences, creative and cognitive experiences, physical experience, 
and experience social identities (Liu et al, 2013). 

1. Sense – consumers gain sensory experiences such as color, design, animation, 
audio, and other things that are used as sensory elements. 

2. Feel – consumers feel certainty, confidence, trust and enjoyment. 
3. Think – consumers gain experience in cognitive problem solving, engage in creative 

thinking, and feel empowered. 
4. Act – Consumers’ action as a result of interaction with marketing actions such as 

lifestyle changes, giving advice, or engage in Word of Mouth activity. 
5. Relate – consumers feel the positive impact of consumption on social relations (as in 

social status). 
Meanwhile, Wood and Masterman (2008 in de Kervanoael et al, 2008) found that 

experiential marketing should be obeying the seven steps, which are referred as 7 I. All 
marketing actions must follow these seven steps are: 

1. Involvement – engage consumers emotionally with the brand, events, and 
experiences. 

2. Interaction – the interaction between the consumer and the brand ambassador, the 
other potential consumers, with what is on offer, and with the brand itself. 

3. Immersion –the involvement of all the senses that are isolated from other messages 
that are not relevant. 

4. Intensity – have a high impact marketing actions that can be remembered 
consumers. 

5. Individuality – opportunities that are unique to each individual and each 
experiences given are different. 

6. Innovation – creative marketers, location, time, audience, and other things that are 
involved in marketing actions. 

7. Integrity – marketing actions that are given looks pure and authentic, and gives 
benefits and real value for consumers. 
Another perspective of Diesbach (2012) stated that experiential marketing is 

basically focused on three elements of the so-called 3F: 
1. Feelings – an affective experience of consumers towards marketing actions. 
2. Fun - a pleasant experience more active than just a feeling. It involves the 

senses motion, not merely internal feelings. 
3. Fantasy – a self-internal experience that tries to lift experience and to his/her 

own and make it much more fun. 
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Experiential marketing has been applied in various fields such as marketing events, 
hotels, restaurants, airlines, retail, branding (Ceil, 2014), and including the banking sector 
(de Kervanoael et al, 2008). Researcher in the field of ecotourism found that experiential 
experience influences traveler’s behavior and the quality of service positively (Liu et al, 
2013). Even so, as a new paradigm, experiential marketing still requires a lot of 
development, with the purchase, repurchase and recommendation (Diesbach, 2012). 

Each marketing actions can provide a variety of different dimensions of experiential 
marketing, particularly related to affective experience (Liu et al, 2013). Marketing actions 
that are deliberately designed with the principles of experiential marketing would give the 
best results compared to marketing actions designed with traditional principles such as 
marketing transactional or relationship marketing. 

This research is directed at traditional marketing actions that banks do. However,  
these measures will be evaluated based on the elements of experiential marketing. The 
results will show that there are marketing actions that have been experiential. Meanwhile, 
other measures that are not experiential can be targeted for improvement in the future. 

Some marketing actions that are studied consist of quality rating, Word of Mouth, 
the interest rate, reputation, brand, and advertisements. Quality rating is comparing two 
similar products or brand to get a certain ranking that can be used further as a promotional 
tool. Word of Mouth marketing is an effect that occurs on consumers who recommend or 
prohibit other consumers to make purchases. The interest rate is a step to attract 
consumers with consideration of the financial benefits obtained by the bank. Reputation is 
the marketing effect of the results of actions to raise the bank’s name or brand on the 
market. The same applies to the brand. Advertising is a form of direct promotion directed to 
consumers through a variety of media. 

Not all elements of experiential marketing is researched. Researchers focused on 
affective experience. Affective experience is one dimension out of the five dimensions of 
experiential marketing, which include sense, feel, thinks, act, and relate. It is the most 
preferred dimension because it provides long-term effects. This is one of the reasons why 
Diesbach (2012) uses this dimension and not the other four. 

The main variable is customer satisfaction. Previous studies have shown that 
effective experience positively effects customer satisfaction (Huang and Hsu, 2010; June et 
al, 2000). This is reasonable considering that the goal of experiential marketing is to give a 
positive impact on marketing output variables, just like purchase, repurchase, and 
recommendation. These variables are known to be influenced by customer’s satisfaction 
(Olaru et al, 2008; Lin and Wang, 2006; Oh, 1999). 

 
3. Research Method 
3.1. Scope of Research 

For the purposes of this research, affective experience is seen as a form of 
experience that involves emotion and mood. There are three aspects of affective 
experience: comfortable feeling, a feeling of interest, and a sense of power (respect) 
(Giardini and Frese, 2008). For the purposes of this research, these experiences are to be 
placed with customers who are faced with a service provider. This research will focus on the 
financial services encounter. This study was limited to a single industry but focuses on a 
number of different types of services. 
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Marketing actions, the intrinsic nature of the product, and individual circumstances 
are also considered in this study as potential factors that influence customer’s different 
level of affective experience. Marketing actions are all things that affect consumers' 
expectations on product quality (Plassman et al, 2008). This can include interest, quality 
rating that is given by the authority, peer review, the company's reputation, branding, and 
advertising (Plassman et al, 2008). The intrinsic character of the product and individual 
circumstances are control variables. Intrinsic characters of products are characterized by 
current accounts, credit, and savings. Individual circumstances are related to the needs of 
consumers in obtaining the services of the financial service. 

The industry chosen for this research is financial services, with main focus in Bank 
Bengkulu. Bank Bengkulu is a regional development bank in the province of Bengkulu. The 
Bank provides current accounts, SUP credits, Simpeda savings, and Tabot savings. The bank 
has 507 permanent employees and 5 temporary employees, with 1 head office, 9 branches, 
25 sub-branches, 5 cash offices, 2 payment points, and 37 ATM (Bank Bengkulu, 2015). The 
number of customers in this bank reached 6,905,484 people per December 2013 (Tribune, 
2014). In 2014, the financial ratios of the bank include LDR 86.06%; CAR 17.25%; ROA 3.70%; 
ROE 32.58%; and NIM of 8.39%. The reason for choosing this bank for the scope of this 
research is because Bank Bengkulu is the regional development bank with the smallest 
capital in Indonesia (Amir, 2008). However, it has become one of the best BPD according to 
Investment Magazine in the category of BPD with assets below Rp 10 trillion (News One, 
2013). 

 
3.2. Problem Statement 

The problems identified in this study are: 
(1) how does the marketing actions (as measured by the interest, the quality rating 

given by the authority, peer review, the company's reputation, branding, and 
advertising) influence the consumer’s affective experience (Figure 1.1)? 

(2) what is the relationship between customer’s affective experience with service 
satisfaction? 

(3) what are the differences in affective experience, based on the type of product ?, 
and 

(4) what are the possible causes of these differences? 
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Figure 1. Conceptual Model 

 
3.3. Hypothesis 

The main hypotheses of this research are presented below. Some hypotheses can be 
broken down into sub hypothesis according to the number of variables pairs: 
H1 : Interest rate, quality rating, peer review (Words of Mouth), bank's reputation, 

brand equity, advertising exposure, and the condition of the individual, has no 
direct effect on customer satisfaction. 

H2 : Interest rate, quality rating, peer review (Words of Mouth), bank's reputation, 
brand equity, advertising exposure, and the condition of the individual influence the 
affective experience. 

H3 : Affective experience affects customer satisfaction. 
H4 : Affective experience facilitates the relationship between Interest rate, quality 

rating, peer review (Words of Mouth), bank's reputation, brand equity, advertising 
exposure, and the condition of the individual. 

H5 : Affective experiences of consumers do not differ based on the type of savings 
(Simpeda Savings vs Savings Tabot Savings). 

H6 : Customer’s affective experience is different based on the type of products (Savings 
vs Credit). 

H7 : Customer’s satisfaction did not differ based on the type of savings. 
H8 : Customer satisfaction differs by type of product 

 
3.4. Questionnaire Design 

The questionnaire was designed using various literature related to the 
measurement of each variable. The affective experience variable is measured using two-
dimensional measurement from Giardini and Frese (2008), whom asks what respondents 
felt like when interacting with the service provider. The answers consist of seven options 
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ranging from -3 to +3. The range scale include: very uncomfortable - very comfortable, so 
not interested - very interested, and felt very unappreciated - feel very appreciated (power). 

The measurement of customer satisfaction consists of five questions adapted from 
Khan et al (2015). The interest rate is measured directly from the data currently available. 
Quality rating was measured by asking consumers whether they had previously learned that 
Bank BPD is the best bank in Indonesia with the smallest capital. Words of Mouth and 
advertising exposure was measured by asking whether previous customers know about the 
product before it comes to the BPD, followed with a question on from where did the 
customer know about the product. The answer consists of two options, namely from 
‘others’ and from ‘advertising’. Individuals can choose both or one of them. If individuals 
choose from ‘others’, then they will be asked on the frequency, duration, and when he/she 
was told. Similar option also applies if individuals choose from ‘advertising’. The bank's 
reputation is measured by 10 items from Vivekanandan and Jayasena (2012). Brand is 
measured with confidence variable from Azize et al (2012). Individual conditions are 
measured by asking whether the consumer really needs the services provided previously. 
3.5. Data Collection 

Research permits has been granted by the bank’s authority to use the bank as a 
research location. Consumers who are finished being served inside the bank is stopped at 
the exit door and asked whether they are willing to fill out the questionnaire. The duration 
to fill in the questionnaire is 10 minutes, because it is designed to be answered quickly. The 
questionnaire is being targeted to 500 customers. 

 
4. Results And Discussion 

The data were collected through a questionnaire distributed to customers directly. 
400 questionnaires successfully propagated and stocked. Respondents fill up directly at 
either location is read or write their own answers on the paper questionnaire. Data 
collection was stopped after 400 respondents was obtained allowing analysis using SEM 
done. 

Research questionnaire contains 13 variables. Variables with single items include 
age, gender, time of service, long as a customer, quality rating, the interest rate, and the 
condition of the individual. Variables with multiple items include WOM, reputation, brand 
trust, advertising exposure, affective experience, and customer satisfaction. Researchers 
decided to make WOM, advertising, and affective experience as a single item based on the 
dimensions for failing to test reliability. Meanwhile, researchers chose one item that best 
represents customer satisfaction so that the item of customer satisfaction is only 
represented by a single item. Table 1 shows the characteristics of the plural items of 
variables that include reputation and brand trust. 

 
Table 1. Variable Characteristics 

Variable  Reliability* 

Brand Trust  0,720 
Bank Reputation  0,800 

* Reliability is measured by alpha Cronbach 
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4.1. Descriptive Statistics 
The majority of respondents were male (52%). The age of the respondents at most 

in the age range 36-40 years amounted to 41.25%. The remaining 24,25% age range 31-35 
years. 41-45 years old have a 23% proportion. The age range of 26-30 years by 6.75%; the 
age range of 46-55 years by 4.25%; the age range of 19-25 years of 0.75%; and 55-60 years 
of age as much as 0.50%. On average customers served for 8.32 minutes. Has been a long 
time customer in Bengkulu Bank average is 3-4 years. 

The largest percentage of respondents (43.75%) are respondents who take care of 
credit problems, while 10.75% of demand deposits, and 25% of deposits. Simpeda Savings, 
Savings, Savings Tabot compose the proportion of respondents who left as much as 20.5% 
(see Table 2). 

Table 2. Descriptive Data 

Products Used 
 Giro 10,75% 

Credit 43,75% 

Deposit 25,00% 

Simpeda Savings 17,00% 

Savings 3,00% 

Tabot Savings 0,50% 

Driving a Customer 
 

Other people 56,50% 

Advertisement 41,00% 

Office and responsibility 1,00% 

Others 1,50% 

 
If seen to be driving that makes the respondents become bank customers, the 

majority of states of others (56.5%), while the rest of the ads (41%). Only 1% said obligation 
of the office, and 1.5% did not state specifically answer. 

 
4.2. Structural Equation Model 

The research model is examined using structural equation modeling. Construct 
confidence in the brand and reputation of the bank is seen as a variable non-observation or 
latent, measured by items specific observations. 

The model proposed in structural equation to obtain the estimated value of 
goodness of fit. Estimation of the model are summarized in Table 3. 

 
Table 3. Structural Model Estimation 

Relationship 
Standard 

Estimation 
Standard 

Eror p 

Wom Duration 
 

 pleasantness -0,079 0,089 0,123 

Customer  pleasantness 0,216 0,067 *** 
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Conditions 

Brand Trust  pleasantness -0,003 0,111 0,957 

Advertisement 
Frequency  pleasantness -0,094 0,068 0,076 

Reputation  pleasantness -0,037 0,099 0,492 

Wom Frequency  pleasantness 0,023 0,148 0,647 

Quality Rating  pleasantness -0,149 0,061 0,003 

Interest  pleasantness -0,063 0,008 0,217 

Wom Enthusiasm  pleasantness 0,061 0,071 0,25 

Advertisement 
Duration  pleasantness 0,077 0,079 0,144 

Advertisement 
Enthusiasm  pleasantness 0,018 0,066 0,738 

Wom Duration  arousal 0,055 0,088 0,29 

Wom Duration  power 0,04 0,092 0,448 

Interest  arousal -0,042 0,008 0,419 

Interest  power 0,015 0,008 0,775 

Wom Enthusiasm  arousal -0,063 0,07 0,24 

Wom Enthusiasm  power 0,055 0,073 0,31 

Quality Rating  arousal 0,218 0,06 *** 

Quality Rating  power 0,199 0,062 *** 

Wom Frequency  arousal 0,01 0,144 0,842 

Wom Frequency  power -0,02 0,151 0,701 

Reputation  arousal -0,04 0,096 0,46 

Reputation  power -0,068 0,101 0,222 

Brand Trust  arousal 0,033 0,109 0,587 

Brand Trust  power 0,038 0,114 0,533 

Advertisement 
Frequency  arousal 0,141 0,067 0,008 

Advertisement 
Frequence  power -0,018 0,07 0,745 
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Advertisement 
Duration  arousal 0,011 0,077 0,844 

Advertisement 
Duration  power -0,099 0,081 0,066 

Customer 
Conditions  arousal -0,071 0,065 0,146 

Customer 
Conditions  power -0,035 0,069 0,479 

Advertisement 
Enthusiasm  arousal -0,099 0,064 0,071 

Advertisement 
Enthusiasm  power -0,04 0,067 0,476 

Wom Duration  

Customer 
satisfaciton 0,103 0,072 0,048 

Interest  

Customer 
satisfaciton 0,017 0,006 0,746 

Wom Enthusiasm  

Customer 
satisfaciton -0,139 0,057 0,01 

Quality Rate  

Customer 
satisfaciton -0,079 0,051 0,138 

Wom Frequency  

Customer 
satisfaciton 0,024 0,118 0,638 

Reputation  

Customer 
satisfaciton 0 0,079 0,999 

Brand Trust  

Customer 
satisfaciton 0,127 0,09 0,039 

Customer 
Conditions  

Customer 
satisfaciton  0,026 0,055 0,6 

Advertisement 
Frequency  

Customer 
satisfaciton 0,018 0,055 0,741 

Pleasantness  

Customer 
satisfaciton 0,066 0,04 0,189 

Advertisement 
Duration  

Customer 
satisfaciton 0,03 0,063 0,573 

Advertisement 
Enthusiasm  

Customer 
satisfaciton -0,054 0,053 0,33 

Arousal  

Customer 
satisfaciton 0,164 0,041 0,001 

Power  

Customer 
satisfaciton 0,069 0,039 0,162 

 
Table 3 shows that almost all criteria of appropriateness has estimated marginal. 

Criteria that have a good match is RMSEA which reached 0,074. The estimation results of 
CFI's close enough to the cut-off value is 0.812 which is the recommended value of more 
than 0.90. Meanwhile, NFI was 0.768, while the recommended value of more than 0.90. 
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Tabel 4. Evaluation of Structural Equation Model 

Kriterion Cut-off value Estimation Result Evaluation 

Probability > 0,05 0,000 Marginal 

RMSEA < 0,08 0,074 Good fit 

CFI > 0,90 0,812 Marginal 

NFI > 0,90 0,768 Marginal 

TLI > 0,90 0,603 Marginal 

 
Construct causal relationship indicated by the p-value that reflects the significance 

of the critical value of the relationship. By limiting the degree of significance at 5%, then 
there are eight significant relationships in the results estimated. This relationship between 
the condition of the customer with pleasantness, rating quality with pleasantness, rating 
quality with arousal, rating drive quality with power, the frequency of the ads with arousal, 
duration of WOM with customer satisfaction, enthusiasm WOM with customer satisfaction 
and arousal and customer satisfaction, as well as the trust brand and customer satisfaction. 

H1 stated that the interest rate, rating quality, peer review (Words of Mouth), the 
bank's reputation, brand equity, advertising exposure, and the condition of the individual, 
has no direct effect on customer satisfaction. These variables are the marketing actions. In 
other words, H1 stated that marketing actions have no direct influence on customer 
satisfaction. This hypothesis can be broken down according component of this variable into 
seven sub is H1a to the interest rate, H1b for rating quality, H1c for WOM, H1d to the bank's 
reputation, H1e for brand equity, H1f for exposure to advertising, and H1g for individual 
conditions. The above calculation shows two out of seven this relationship actually exists. 
WOM duration and enthusiasm, two indicators of Words of Mouth, have a significant direct 
relationship with the customer satisfaction. Meanwhile, brand trust is also significant effect 
on customer satisfaction. Therefore, of the seven sub-hypotheses H1, five hypotheses were 
confirmed, while two are violated. 

H2 contrary to relationship marketing actions against affective experience. Because 
there are seven and three indicator variables affective experiences, then there are 21 sub-
hypotheses are formed. The analysis showed that the relationship with pleasantness only 
happen through customer condition and rating quality. The relationship between marketing 
actions with arousal only influenced by the quality and frequency rating advertisement. 
Variable marketing actions affect only the variable power rating quality. 

H3 has stated that affective experience affects customer satisfaction. The above 
results show that there is only one indicator of affective experiences that influence 
consumer satisfaction, namely arousal. 

H4 states that mediate the experience affective relationship marketing actions with 
consumer satisfaction. It is checked using Sobel test. Table 5 below shows the results of 
Sobel test on all significant relationship to the affective experience. Sobel test is only done 
on a significant relationship because of the nature of the mediation that degrades 
significantly so if at first the relationship was not significant, then the relationship will not be 
significant mediation. 
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Table 5. Sobel Test 

Predictors Consequence Sobel Test p 

Customer Condition pleasantness 1,491 0,135 

Quality Rate pleasantness -1,263 0,206 

Quality Rate arousal 0,983 0,325 

Advertisement Frequency arousal 0,76 0,446 

Quality Rate power 1,392 0,163 

 
Sobel test finds no significant relationship mediation. Therefore, the fourth 

hypothesis which suggested a link rejected mediation. 
Based on the above results, the researchers reduced the structural equation so that 

only measure a significant correlation between variables. In addition, created a new 
relationship between pleasantness with arousal and also between power with arousal. Table 
6 shows the evaluation of the final structural equation model. Seen that improved RMSEA 
and CFI has reached an acceptable level. 

Table 6. Final Evaluation of Structural Equation Modeling 

Criteria Cut-off value Estimation Result Evaluation 

Probability > 0,05 0,000 Marginal 

RMSEA < 0,08 0,049 Good fit 

CFI > 0,90 0,912 Good Fit 

NFI > 0,90 0,847 Marginal 

TLI > 0,90 0,834 Marginal 

 
Table 7 shows an estimate of the final structural model. Obtained significant 

relationship between power with arousal, while there was no significant relationship 
between pleasantness with arousal. 

Table 7. Final Structural Model Estimation 

Predictor Consequent 
Stanndard 
Estimation 

Standard 
Error Sig. 

Customer Condition Pleasantness 0,216 0,066 *** 

Quality Rate Power 0,189 0,06 *** 

Quality Rate Pleasantness -0,139 0,059 0,004 

Quality Rate Arousal 0,154 0,056 0,001 
Advertisement 
Frequency Arousal 0,111 0,057 0,015 

Power Arousal 0,341 0,045 *** 

Pleasantness Arousal 0,05 0,045 0,279 

Arousal 
satisfaciton 
Customer 0,177 0,04 *** 

WoM Duration 
satisfaciton 
Customer 0,113 0,069 0,024 

WoM Enthusiasm satisfaciton -0,141 0,053 0,005 
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Customer 

Brand Trust 
satisfaciton 
Customer 0,132 0,084 0,022 

 
Based on results above, the final structural model can be described as in Figure 2 

below. All the black arrow indicates a positive relationship, while the blue arrow indicates a 
negative relationship. 

 
 

 
Figure 2. Final Structural Model 

 
4.3. Differences Based Savings Bank Products 

Hypothesis 5 states that the affective experience of consumers do not differ based 
on the type of savings. It is tested using one-way ANOVA. This hypothesis is not supported 
because there are differences in the Power indicator on the level of confidence of 95% (see 
Table 8). Figure 3 which is a more in-depth search on the difference in power indicates that 
customer savings is most felt powerlessness compared Simpeda customers and Tabot. 
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Table 8. ANOVA Type Savings on Affective Experiences 
ANOVA 

 Sum of 
Squares 

df Mean Square F Sig. 

Pleasantness 

Between 
Groups 

2,710 2 1,355 2,863 ,063 

Within 
Groups 

37,387 79 ,473 
  

Total 40,098 81    

Arousal 

Between 
Groups 

,953 2 ,477 1,389 ,255 

Within 
Groups 

27,108 79 ,343 
  

Total 28,061 81    

Power 

Between 
Groups 

6,419 2 3,209 8,539 ,000 

Within 
Groups 

29,691 79 ,376 
  

Total 36,110 81    

 

 
Figure 3. Empowerment (Power) Customers by Type Savings 

Hypothesis 6 states that the affective experience of consumers differ based on the 
type of products (savings vs vs giro credit). One Way ANOVA procedure took place. Table 9 
shows that there is no significant relationship between the type of products with a level of 
affective experience. 

 
Table 9. Affective Experiences by Product Type 

ANOVA 
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 Sum of 
Squares 

df Mean 
Square 

F Sig. 

Power 

Between Groups ,678 2 ,339 ,801 ,450 

Within Groups 125,709 297 ,423   

Total 126,387 299    

Pleasantness 
Between Groups 2,121 2 1,061 2,407 ,092 
Within Groups 130,875 297 ,441   
Total 132,997 299    

Arousal 

Between Groups 1,066 2 ,533 1,276 ,281 

Within Groups 124,014 297 ,418   

Total 125,080 299    

 
Hypothesis 7 examine differences based on the type of savings on the level of 

consumer satisfaction. Did not reveal any significant differences in customer satisfaction 
based on the type of savings. Therefore, the hypothesis 7 is accepted. 

Table 10. Differences in Customer Satisfaction by Type Savings 
ANOVA 
Customer Satisfaction 

 Sum of 
Squares 

df Mean Square F Sig. 

Between Groups ,023 2 ,012 ,043 ,958 
Within Groups 21,696 79 ,275   
Total 21,720 81    

 
Hypothesis 8 examine differences based on the type of product to consumer 

satisfaction. Table 3.11 shows there are significant differences in which a significant degree 
is 0.041 which is smaller than 0.050. Figure 3.3 shows that consumers are most satisfied are 
the consumers current accounts while the least satisfied are consumers saving. In line with 
this, the hypothesis 8 is received. 
 

Table 11. Differences in Customer Satisfaction by Product Type 
ANOVA 
Customer Satisfaction 

 Sum of 
Squares 

df Mean Square F Sig. 

Between Groups 1,722 2 ,861 3,229 ,041 
Within Groups 79,195 297 ,267   
Total 80,917 299    
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Figure 4. Customer Satisfaction by Product Type 

 
5. Discussion 
5.1. Dimensions Affective Experiences 

This study uses pleasantness, power, and arousal as affective dimension of 
experience. These dimensions and then hypothesized effect as a single entity on customer 
satisfaction. However, this study found that the three dimensions are not as powerful in 
influencing customer satisfaction. Dimensions highest arousal effect on customer 
satisfaction. This is in line with research in the field of psychiatric problems that the most 
intense affective experience is arousal (Tremeau et al, 2009). Research in the field of retail 
consumer behavior also indicates arousal affect customer satisfaction (Wirtz et al, 2005). 

Arousal is more influential than the pleasantness and power kareena this dimension 
is more consistent than the other two dimensions. Pleasantness is situational variables 
(Barrett et al, 2007) so that its value will change every customer visit. The same is true of 
the power which depends on the expectations carried by consumers when it comes to the 
bank to resolve the problem which can vary. Even so, arousal is something that can be 
raised in a more stable, for example, by the atmosphere of the room cool or attractive 
employees. Therefore, arousal is the most influential variable to satisfaction. 

The study also found that the dimensions pleasantness seemed not an affective 
dimension of experience, because it is not associated with power and arousal. This can be 
explained based on the findings of Kluger (1994). According to Kluger, the relationship 
between the feedback to the pleasantness and arousal different. The relationship between 
the feedback with linear pleasantness, while towards arousal is curvilinear. This means that 
we can not treat the relationship between arousal with linear pleasantness anyway. 
5.2. Relation to the Quality Rating Affective Experiences 

Quality rating indicates the strength influence the award of a third party to the 
affective experience of consumers. Rating the quality of the relationship of the affective 
experience of consumers showed that consumers' evaluation is based on how high the rank 
obtained by the bank in order of quality issued by rating agencies. 
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Studies on the airline industry show that consumers give positive affection on good 
quality (Vastfjall et al, 2002). Studies on retail consumers also found that attention to 
stimulus such as quality rating, can encourage positive affection on consumers (Lee and 
Tsai, 2014). 
5.3. Effect of Ad Frequency for Affective Experiences 
This study shows the frequency of advertising effect on affective experience, ie on arousal. 
It should be noted that advertising may have a negative effect or positive depending on 
whether they liked it or not. Ads that do not like will result in a negative experience that can 
be transferred to the circumstances of the transaction. These findings suggest that the ads 
created by Bank Bengkulu considered positive, so that the relationship with the consumer is 
also positive affective experiences. 
5.4. WoM, Brand Trust, Interest Rate, Bank Reputation, individual condition, and 

Affective Experiences 
WOM is an activity undertaken as a consequence of consumers' satisfaction or 

dissatisfaction with the product (Zeelenberg and Pieters, 2004). Basically he tried to transfer 
purchases he felt, if he is satisfied, to the purchases made by friends. This should generate a 
sense of excitement from consumers when it comes to the bank. However, this study did 
not find that the positive WOM able to produce a positive affective experiences. This seems 
to be caused by the difference between the expectations of consumers when comparing 
reality with what was mentioned by a friend as a customer. 

Brand trust is believed to have a positive impact on the tolerance of consumers to 
quality (Xie and Heung, 2012). Consumers are also known to have a special affection toward 
the brand (Yim et al, 2008). But a different brand of affection with affection experience. 
Therefore, this study found no effect of brand trust on the experience of affection. 
Consumers are better assess the affective experience based it empowerment and marketing 
actions such as advertising and rating quality. 

The interest rate is the financial function of affective experience. Consumers should 
be able to feel comfort or positive affection when getting a low interest. The absence of a 
positive relationship with the affection demonstrated that there is apparently due to the 
interest rate if there is not offered but present themselves. Lack of freedom for customers 
to choose to make interest does not become a problem in the affection of customers. 

The bank's reputation is another form of rating quality. Even so, there was no effect 
on the reputation of the bank to experience affection. This can be explained because of the 
importance of the role of the third party. It seems consumers judge an independent third 
party is far more important than an independent third party such as a bank employee, other 
customers, or local media. 

Individual condition is a situation that is situational. Therefore, we can estimate that 
this condition does not significantly influence the affective experience. This is demonstrated 
by the results of the current study. 
5.5. Ad Duration and Enthusiasm for Affective Experiences 
Although the frequency of advertising influence the affective experience, duration and 
enthusiasm had no significant effect. This shows that the bank ads attached to the media 
which is very encouraging affection, for example, a favorite soap opera (Grigorovici and 
Constantin, 2004). It is more dependent on the frequency of advertising, rather than long 
ads appear in all or individual response to the ad. This is due to the ad is not the main 
component of the media. He inserted and not be the main focus of viewers. When the ads 
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become a major component, consumers are becoming aware and evaluation. Affective 
evaluation will be more impactful than cognitive evaluation (Ambler et al, 2000) and 
therefore, undue influence on the affective experience. But the fact that the frequency of 
the ads are influential, not enthusiasm advertising, the advertising of banks are better able 
to work as a background, not as a main component. 
5.6. Affective Experience and Customer Satisfaction 
Humans are basically going to give a sense of satisfaction when getting affective experience. 
Study Seo et al (2004) for example, found the experience affective influence on employee 
motivation to work because of job satisfaction. Only in patients with schizophrenia this does 
not happen (Heerey and Gold, 2007). Other studies are more directly assess the influence of 
affective experience in customer satisfaction was also found positive results. Huang and Hsu 
(2010) for example, found a positive effect on customer satisfaction affective experience 
cruises. The same thing was found in June et al (2000) on the general consumer. The study 
also found a relationship such that confirm previous studies. 
5.7. WoM Frequency, Duration, Enthusiasm and Customer Satisfaction 

This study found that the duration of WOM positive effect on customer satisfaction, 
while enthusiasm WOM negative effect. WOM frequency alone had no significant effect. 
This means higher customer satisfaction if there is a friend who explained at length about 
the Bank Bengkulu and getting down if he was in a hurry to respond to the invitation of 
friends to become customers of Bank of Bengkulu. Repetition solicitation, on the other 
hand, has no effect on the desire to become a customer of Bank of Bengkulu. 

Studies have found that the interaction of WOM is more likely to occur when there 
is dissatisfaction, rather than satisfaction (Soderlund, 1998). That is, the customer is more 
likely to tell bad things on prospective customers rather than telling a good thing. In other 
words, existing customers are more likely to prevent than to invite others to become 
customers. If the customer insists even described the ugliness of the company, and is 
proven by its own customers if the company is not as bad as told other people, then the 
customer experience satisfaction. Similarly, if the customer followed the invitation of other 
customers to join and discover the benefits, he or she can feel satisfaction. Research shows 
that a new client is more likely formed from WOM given by an expert and who like himself 
(Wangenheim and Bayon, 2007). Positive relationship between WOM with customer 
satisfaction is more likely if consumers are invited, rather than prevented. Anderson (1998) 
also stated that the view that older consumers are more likely to prevent rather than 
encourage is a view exaggerated. 

Even so, the more he is in a hurry as a customer, the customer may experience 
dissatisfaction. This can be explained if the customer can not be satisfied if he felt that he 
was less mature in making purchasing decisions. In addition, dissatisfaction can occur 
because of new customers signed up because of pressure from others, for example the 
obligation of the office, rather than his own wishes. 
5.8. Brand Trust and Customer Satisfaction 

Zboja and Voorhees researches (2005) suggests that confidence in the brand brings 
to the desire to buy back as consumer satisfaction. Even so, research and Parvez Akbar 
(2009) showed that the trust does not affect satisfaction, but to work together in creating 
loyalty satisfaction. The point lies in whether the brand can fulfill his promise after customer 
trust him (Delgado-Ballester et al, 2005). If he can keep his promise, then a positive 
relationship with satisfaction occurs. Meanwhile, if he fails to fulfill his promise, then the 
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negative relationship occurred. The first possibility, that the bank fulfills its promise, it is 
more likely, because of the belief itself comes after consumer satisfaction (Delgado-
Ballester and Munuera-Aleman, 2005). Therefore, the positive relationship between 
confidence in the brand with consumer satisfaction in this study reflects that the Bank 
Bengkulu to fulfill its promises to customers having previously been demonstrated 
outstanding service so that customers trust him. 
5.9. Interest Rate, Bank Reputation, individual condition, and Customer Satisfaction 

The interest rate is a reward for savers, but it is a problem for the borrower. 
Therefore, researchers should distinguish between respondents borrowers with 
respondents savers. Otherwise, the results will show significant results. This was proven in 
this study. 

Reputation banks found to have no significant effect on customer satisfaction. This 
is interesting because of the reputation it can also be a kind of WOM for customers. 
Apparently, no significant influence comes from the nature of the banking industry that 
does not rely too much on reputation, or variation of an existing reputation is very low. 
Table 3.12 shows that the reputation of variation was lower than satisfaction. Reputation 
has a minimum value of 3 and a maximum of 5 so there are only three variations of values. 
Meanwhile, satisfaction has four variations of the value of seven variations of values that 
may be of between 3 to 6. 

 
 

Tabel 12. Descriptive statistics and Satisfaction Reputation 
Descriptive Statistics 

 N Minimum Maximum Mean Std. Deviation 

Reputtation1 400 3,00 5,00 4,3775 ,54381 
Reputation3 400 3,00 5,00 4,3325 ,57251 
Reputtation5 400 3,00 5,00 4,4025 ,60116 
Reputation7 400 3,00 5,00 4,2900 ,66483 
Reputtation9 398 3,00 5,00 4,3417 ,63786 
Satisfaction1 400 3,00 6,00 4,5000 ,52981 
Valid N (listwise) 398     

 
Individual conditions in this study found no effect on customer satisfaction. Both 

consumers feel the need or do not need the service, this does not affect whether consumers 
are satisfied or not with bank services. This appears to be caused if the consumer whether 
or not the service is situational. This makes the situational nature of the snapshot that there 
can not reflect the general picture of customer satisfaction with the bank. 

 
6. Conclusion 

The study examined the ability of marketing actions that are currently run by the bank 
to improve consumer affective experience. These marketing actions are not based on 
experiential marketing thus we can see whether certain marketing action is qualified 
inherently. Marketing actions that were evaluated in this study include quality rating, Word 
of Mouth, interest rate, reputation, brand experience, and advertising exposure. 
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As indicated by the finding in this research, only the quality rating and advertising 
exposure significantly influence the affective experience of the consumer. This means that 
the targeted marketing actions in improving the company's image as the best bank have a 
positive effect on consumer affective experience. Consumers gain this affective experience 
because they gain a sense of power and desire after knowing that they are consumers at 
one of the best, and most reputable bank in Indonesia. Advertisements also have a positive 
impact by increasing consumer’s desires. The ad dimension that influences this action is the 
frequency of advertising. This is in line with the target of experiential marketing directed at 
something that can be remembered by the consumer. In order to be remembered, 
marketing actions in the form of advertising should be repeated. 

In line with other marketing measures, it can be said that measures such as Word of 
Mouth, interest rate, reputation, and brand trust is still not able to provide experiential 
elements related to dimensions of affective experience. Word of Mouth does not provide 
affective experience because it is done by a third party which may become part of 
consumer’s everyday life. The interest rate cannot provide affective experience because it is 
a very quantitative. Even so, it can be used to improve visualization and experiential 
surprises for consumers. Reputation still does not reflect the experiential marketing because 
there is no effort to highlight the bank's reputation as the best small bank with visual or 
memorable experiences for consumers. Brand trust also had no effect on affective 
experience due to the lack of experiential marketing efforts to take advantage of brand trust 
that is built up on the consumers themselves. 

 
7. Recommendation and Limitation 

The most immediate recommendation from this study is for banks to improve their 
marketing actions to encourage their consumers to have a memorable and unforgettable 
experience. This will encourage customer to behave, to purchase, repurchase, and to share 
their positive experience with other potential customers, either directly or indirectly. 

Banks should start applying experiential marketing in their marketing strategy, either 
through events, advertising, promotions and other innovative parts of experiential 
marketing. These principles consist of many alternatives such as Sense-Feel-Think-Act-
Relate, 7I, or 3F. 
 This study has limitations in terms of location of research, fixed variables, and the 
breadth of measurement. This study was conducted in one location, namely the regional 
banks, thus limiting the generalization that can be made to other research. Variables that 
are used are mixed of action variable and outcome variable. Most of the variables are 
results of action so it doesn’t reflect what measures have been carried out by the bank to 
push its marketing strategy. In addition, measurement of experiential marketing is confined 
to the dimensions of feelings, which is affective experience. 

Further research is expected to expand the scope of the research so that we can 
evaluate more bank types, so we can identify the market symptoms done by the bank in 
relation to experiential marketing. Future research also needs to use marketing actions 
variables more consistently and lead to the process rather than the result of a marketing 
action. Finally, further research is also needed to use experiential marketing variable that is 
more complete and thorough, both in Sense-Feel-Think-Act-Relate, 7I, or 3F. 
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                                                                               Abstract  
This paper aims to identify opportunities and constraints institutional government 
bureaucracy, identifying the organizational culture in the organization of local government, 
to formulate an alternative model of institutional development in Central Bengkulu Regency. 
This research design is descriptive qualitative by using focus group discussions and depth 
interviews to obtain a picture of the institutional organizations of local government by 
presenting a picture of a situation and social setting. The sampling technique is purposive 
sampling, meaning that informants selected well aware of the local government 
organization being investigated. Respondents are Central Bengkulu regency officials and 
staff of government organizations involved in institutional policies. The research results 
obtained alternative model of development organizations to realize good governance in 
Central Bengkulu Regency. 
 
Keywords : good governance, organization , regional autonomy 
 
1. INTRODUCTION 
One of the issues discussed in the era of regional autonomy is the problem of good 
governance, but the implementation of local autonomy in various regions of Indonesia 
sometimes shows a tendency which is sad as: strength of spirit collect fees, taxes, and other 
levies, but less offset by an increase in public services optimally as well as the lack of 
accountability of local governments. Accordingly, Central Bengkulu district, which has been 
established by Law No. 24, 2008 consisted of 6 districts, namely: Taba Penanjung, Pagar Jati, 
Karang Tinggi, Talang Empat, Pematang Tiga and Pondok Kelapa. Central Bengkulu regency 
has a total area of 1223.94 ± km2 with a population of 93 557 inhabitants in 2007. (Bengkulu 
in Figures, BPS Central Bengkulu Regency, 2012). As a new district (regency) that wishes to 
carry out good governance, there are many aspects that need to be considered in reforming 
the institutional organization of local governments are institutional obstacles in the 
government bureaucracy, organizational culture, and how the model of institutional 
development to realize good governance in local government organizations in Central 
Bengkulu Regency 
 
2. LITERATURE REVIEW 
Good governance is the processes for making and implementing decisions. It’s not about 
making ‘correct’ decisions, but about the best possible process for making those decisions. 
Good decision-making processes, and therefore good governance, share several 
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characteristics. All have a positive effect on various aspects of local government including 
consultation policies and practices, meeting procedures, service quality protocols, control, 
role clarification and good working relationships. 
Ten Principles of Good Governance are: 1.Accountability: Increase the accountability of 
decision makers in all areas related to public interests; 2.Supervision: Increase efforts to 
supervise the governance and development to seek the involvement of the private and the 
public at large; 3. Power Response: Improving the sensitivity of the governance of the 
aspirations of the people without exception;                 4. Professionalism: Improving the 
ability and moral governance to be able to provide service that is easy, fast, accurate and 
affordable; 5.Efficiency & Effectiveness: Ensuring a service to the community by using the 
available resources optimally and responsibly; 6.Transparency: Creating mutual trust 
between the government and the community through the provision of information and 
ensure ease in obtaining the information; 7.Equity: Providing equal opportunity for every 
member of society to improve their welfare; 8.Insight Into Future: Building area based on a 
vision and clear strategic and follow-include citizens in the entire development process, so 
that citizens feel ownership and take responsibility for the progress of the region; 
9.Participation: Encourage every citizen the right to use the expression in the decision 
making process, which concerns the interests of the public, either directly or indirectly; 
10.Law Enforcement: Realizing rule of law that is fair to all parties without exception, 
upholding human rights and pay attention to the values that live in the community. 
 
Otonomi Daerah: Challenge to Development 
Otonomi Daerah presents Indonesian development with at least six related challenges. 
Discussed in turn below, these have emerged in recent academic writings, non-
governmental organization (NGO) reports, and from discussions between the authors and a 
number of academics and NGO workers. They include an inappropriate level of autonomy, a 
lack of improvement in real fiscal autonomy, and a lack of finance. Furthermore, resource 
rich regions are favored, there are a number of ‘grey areas’ to be resolved and the la 
themselves have been implemented within an inappropriate time scale. All of these raise 
questions about human resource capabilities and all are situated within an uncertain 
political environment. 
 
Inappropriate autonomy level 
There is a strong degree of skepticism as to why autonomy has been given at the 
regency/district and city levels, rather than at the provincial level where there is more likely 
to be the intellectual capacity to deal with its mandate. If consideration is given to the 
historical context in which these laws were drafted, the reasons for this delegation become 
clear. 
 
Lack of finance 
The responsibilities that regional governments will have under Law 22 are unlikely to be 
covered by the funding allocations provided for under Law 25 (Aten and Bahl, 2001). Given 
this, there is justified concern from many stakeholders who feel that the central 
government is unlikely to adequately make up the shortfall. This is primarily because 
Indonesia’s debt burden is impinging strongly on the nation’s ability to invest in any 
significant development ventures (Sadli, 2000; SMERU, 2000). 



                                                      Transforming Business in Emerging Markets 
 

298 
 

 
Reform of Bureaucracy In the implementation of PP No.41 / 2007 
In accordance with the demands of globalization good governance needs to be realized that 
a balanced work patterns in order of participation between three things: the state 
(government), private and public. 
With good governance, it is the synergy of the three components is the key to the success of 
the creation of good governance. The realization of the creation of good governance at the 
local level is implemented by the adoption of Law No.32 / 2004 and guidelines for 
structuring the organization of government as stated in the PP 41/2007 with the 
expectations of local government is able to receive advice and guidance in managing the 
devices effectively and efficiently based on the identification of needs, characteristics and 
capabilities of their respective regions. Patterns of regional arrangement should also 
consider factors such as geographical conditions, the number and level of population 
density, the tasks required, the financial condition of local, regional potential and other 
considerations. The magnitude of the number of devices is determined by the amount of 
area that is determined based on the value of the variable. Therefore, the need type and 
number of regions will be different in each area 
 

Table 1. Models of the “Growth Poles” Determination and Development 

Model types Characteristics 

Growth poles Centers and areas of economic space, where leading regional enterprises 
are. Dense  location of industries that are dynamically developing leads to 
synergistic effect and  appearance of industrial centers and peripheries. 
Practical implementation: free economic zones, technological parks, 
technology towns,  priority development territories 

Agglomerates Dense location of urban settlements united into a certain integral unit with 
developed production, cultural and social connections. A form of territorial 
concentration of the  industrial potential and various resources (financial, 
labor, infrastructural, investment, informational, etc 

Clusters Concentrated on the territory of interrelated companies: equipment, 
components and  special service suppliers, infrastructure, research 
institutes and other organizations, that supplement each other and 
strengthen the competitive advantages of one another and the system as 
a whole 

 
3. METHODS 
Research Design 
This study is done using survey research design method which descriptive qualitative 
research. Then, the research is to obtain a descriptive of the institutional organization of 
local government by presenting a detailed picture of a situation and social setting. The 
strategy research is study of an overview of the implementation of government 
organizations in order of good governance in Central Bengkulu Regency. The data source of 
this research are primary and secondary data, which is done by survey, depth interview.  
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Sampling Methods 
The sampling technique used was purposive sampling, meaning informants selected are well 
aware of the organization of local governments. The respondents were: local officials in 
Central Bengkulu district, staff of government organizations involved in institutional policies. 
The result is a model of institutional development of local government organizations in 
realizing good governance in Central Bengkulu Regency. The Regency is divided into ten 
districts were: Talang Empat, Karang Tinggi, Taba Penanjung, Merigi Kelindang, Pagar Jati, 
Merigi Sakti, Pondok Kelapa, Pondok Kubang, Pematang Tiga and Bang Haji. Central 
Bengkulu District Government of organizations that refer to the Regulation No.41 of 2007. 
The new organization was formed consisting of the Regional Secretariat, Legislative 
Secretariat, Office 12, 6 Agencies, and 5 offices. Regional Secretary responsible for assisting 
the acting regent of governance by overseeing two assistants, namely the Assistant 
Government Sector, Division of Welfare and the Economy and Assistant Public 
Administration and Functional. 
 
4. RESULTS 
 
 
 

 

 
 

 

 

  

  

  

 
 
Figure 1. Alternative Models of Institutional Development Local Government 
Organizations to Achieve  Good Governance (Studies in Central Bengkulu Regency) 
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Figure 2. Alternative Model of Growth Poles 
Approach: The Size of Area, Total Population, Economic Potential 
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INTRODUCTION 
In the field of Human Resource Management (HRM), employee turnover intention is one of 
most critical subject to be managed. Human resource practices are fundamentally the 
organizational activities directed at supervising the pool of human resources and ensuring 
those resources are being employed towards the accomplishment of organizational goals 
(Wright & Snell, 1991). Employee often change jobs due to better financial rewards and 
career development opportunities, however management cannot count on the monetary 
rewards to retain employees in the long run term. Employees who think they do not belong 
to the association will eventually leave the organization. For this reason, it is crucial for the 
management to understand the relationships between human resource factor and their 
employees’ turnover intentions, which possibly will result to actual employee losses. 
Employee retention is the biggest challenge that human resources have to manage these 
days. The uncertainties of an altering economic climate, increasing competition and 
diversity in the workplace have obligated the organizations to hold on to their top 
performers at whatever price they have to pay. It is a complicated task for the recruiters to 
hire professionals with proper set of expertise all over the place once more. As a 
consequence of that, the point of interest has shifted from ‘numbers’ to ‘quality’ and from 
‘recruitment’ to ‘retention’. Thus keeping in view the significance of this function, this study 
has ventured to examine the influence of human resource practices on employees’ turnover 
intentions.  
 
This current study examine on the subject of employees’ turnover in manufacturing 
industries at the individual stage of analysis. (Allen et al., 2003) has brought up clarification 
on how human resource practices influence individual turnover decisions at workplace. This 
research has suggests some insight into this process. Particularly, this study discovered that 
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overall human resource practices are negatively involving employees’ intention to leave the 
organization. Researchers have not thoroughly looked into those linkages linking 
employees’ perceptions of HRM practices and behavioral intentions (turnover intentions) 
(Blau et al., 2004). Extensive empirical research has been conducted on the linking of HR 
practices and employee turnover, primarily at the industry level (Delery et al., 2000). 
(Boselie et al., 2005) has been in position to recognize 27 exact articles on HR and turnover 
in the time interval 1994-2003. Nonetheless, little explanation has been presented on how 
HR practices influence individual turnover intention (Allen et al., 2003). The objectives of 
this study are (1) identify the relationship between human resource practices and 
employee’s turnover intention in the manufacturing industry in Ipoh, (2) examine the 
relationship between compensation and benefits and employee’s turnover intention, (3) 
examine the relationship between training and employee’s turnover intention, (4) examine 
the relationship between career development and employee’s turnover intention, and (5) 
examine the relationship between empowerment and employee’s turnover intention.  
 
LITERATURE REVIEW 
According to (Wright et al. 1994), HRM practices are the ways that organizations use to 
mould employee behavior, perception and attitudes. This explains that HRM is link to the HR 
practices in forceful strategic framework that permit the employees to acquire new abilities 
and integrative HRM practices. HR practices have the connection between organizational 
quests and strategic administration. This implies that if HR policies are properly formulated 
and implemented, the organizations should be able to achieve their objectives that are 
mainly dependent on human capital. (Schuler & Jackson, 1987) argued that the strategy 
management of an organization employs can affect the kind of employees’ behavior. 
 
Storey (2001) conceptualize Human Resource Management (HRM) as a distinctive method 
to employment management which seeks to achieve competitive lead through the strategic 
development of a highly dedicated and competent labor force utilizing an integrated array 
of cultural, structural and personnel techniques. Armstrong (2006) classify HRM as a 
strategic, rational and inclusive approach to the management and development of the 
organization’s human resources in which every aspect of that process is absolutely 
integrated within the overall management of the organization. Schuler & Jackson (1987) 
developed the strategic model of HRM by linking Human Resource (HR) practices to 
competitive strategies framework that an organization can use to gain competitive 
advantage. Consequently, good planned human resource coverage is important to support 
the team to produce efficient and greater manpower and therefore increase organizational 
performance as whole.  
 
Human resource practices control the overall human capital in organization and are certain 
on deploying the competent employees to fulfill the organization goals. According to 
(Milkovich et al., 1997), HR practice is ‘a series of integrated decisions that form 
employment relationship; their quality contributes to the ability of the organizations and 
the employees to achieve their objective.’ Feratt, Agarwal, Brown and Moore (2004) defines 
human resource practice as ‘the planning, organizing, coordinating and controlling of the 
acquisition, development, compensation, integration, preservation and separation of 
human resources to the end by the individual. In addition, (Yeung & Berman, 1997) stressed 
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that company performance is highly influenced by HR practices that can directly influence 
organizational commitment among employees. This view is in line with the earlier 
proposition made by (Hiltrop & Despres, 1994) that HR practices has a strong impact on 
organizational commitment and they viewed it as an important criterion to measure HRM 
effectiveness. Studies on employee perceptions of HRM practices and employee intention 
to leave are scarce. Recently, (Hemdi & Nasurdin, 2006) addressed this research area but 
focused only on growth opportunities (performance appraisal, training and development, 
and career advancement) and intention to leave. Consequently, factors other than growth 
opportunities, job satisfaction and organizational commitment are important for 
understanding turnover (Maertz & Campion, 1998). This study attempts to answer that 
question by testing whether the relationship between HRM practices has strong influence 
on employees’ intention to quit. 
 
According to (Sherman et al., 1998), employee’s compensation and benefits comprise all 
sorts of pay, rewards, additional benefit (bonuses), commissions, annual leaves, recognition 
programs, flexible work hours and medical insurance. (Lawler, 1981) characterizes 
compensation as the combination of all form monetary incentives and the ancillary benefits 
merge that an employee receives from a company constitutes an individual’s total 
compensation. (Frye, 2004) examined the relationship between equity based compensation 
and firm performance and found positive relationship between the two. (Frye, 2004) classify 
that for human capital intensive corporations, compensation plays a vital role in ‘attracting 
and retaining highly skilled employees’.  Organization can connect its compensation 
coverage with the performance appraisal, training and development and hiring. In studies 
related to compensation, (Park, Ofori-Dankwa, & Bishop, 1994) and (Trevor, Barry, & 
Boudreau, 1997) figure out that salary growth had a distinct effect on employees’ turnover. 
Mainly, salary growth result on turnover was greatest for high contributors, that is, high 
salary growth drastically reduced turnover for high performing employees. In a survey 
conducted on 666 Thai workers, outcome exposed alongside fairness and growth 
opportunities as job satisfaction for these workers, rewards was also cited as essential 
reason for job satisfaction and negate turnover intention (Lobburi, 2012). (Abassi & 
Hollman, 2000) in their study have identified lack of recognition and lack of competitive 
compensation systems are some reasons for employee turnover in the organization. Based 
on the findings, it is hypothesize that: 

 H1: There is relationship between compensation and benefits and employees’ 
turnover intention. 

 
Training and development practices represent one of the most significant ways in which to 
help personnel in gaining new knowledge and skills needed to adhere to competitive 
standard (Tsai & Tai, 2003). Research has recommended that human resource practices such 
as extensive training would build a sense of organizational support (McElroy, 2001). 
Delivering career development opportunities via training and development of employees is 
increasingly well-known as an essential feature of best human resource management 
practices (Yew, 2011). Theories confirm the link between investing in human resources and 
the effects on employees’ turnover intentions, where in training is an often used investment 
of firms (Egan, Yang & Bartlett, 2004). (Mincer, 1962) defines training as ‘an investment in 
acquisition of skill or in improvement of worker productivity’. Sheng (2003) reported that 
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employees who are more satisfied with their access to training programs are more likely to 
leave. One likely reason could be that individuals use training to enhance their employment 
opportunity and job mobility. On the other hand, (Reddy, 1996) suggested that there is a 
relationship between job turnover and the availability of training programs, but the exact 
nature of this relationship is unclear. It is hypothesize that: 

 H2: There is relationship between training and employees’ turnover intention. 
 
Career development refers to the long term personal and professional growth of individuals 
(London, 1993). The availability of effective career development practices not only 
heightens the growth and self-esteem of employees for them to utilize skills and knowledge, 
it might conjointly serve as a vital relation to retain good employees to stay with the 
organization. According to Lips-Wiersma & Hall (2007), career development involves a 
prearranged, formalized, designed effort to attain a balance between an individual’s career 
needs and the organization’s workforce requirements. Organization is capable to support 
their employees’ retention cost via adopting job enrichment packages and adorning their 
advancement possibilities. Besides promoting opportunities, the analysis measure used 
within the merchandising and rewards approach also had huge effects on employees’ 
turnover intention. Ineffective performance appraisal and planning technique contributed 
to employees’ perceptions of unfairness they usually had been more likely to leave the 
organization. (Garden, 1990) found out that research and development (R&D) personnel 
demonstrated significantly higher turnover levels than the general industry average in which 
lack of career development opportunities were a main reason. Leavitt (1996) identify that, 
although employees are not offered with high salaries, those companies which implement 
appropriate career development programs were capable of enhancing internal job 
satisfaction levels. In Schein’s (1978) study, it was argued that career development 
programs help to raise productivity, creativity and long-term organizational effectiveness. 
Rita & Kirschenbaum (1999) stated that businesses that do not offer attractive career 
development programs can lose good workers to competitors offering job opportunities. 
Thus, it is hypothesize that: 

 H3: There is relationship between career development and employees’ turnover 
intention. 

 
Empowerment is developed by various shared disciplines in several areas such as education, 
economics, community development and organizations. Empowerment is the entire idea of 
power. There are several levels where the power does occur and these explain the term and 
its relationship towards the organization (Lukes, 1974). Power refers to an individual ability 
to make decisions in the organization which involve shared leadership and common decision 
making among employees. According to Hass (2010) Empowerment is also known as a 
process of giving authority to the employees to make essential decisions based on their 
personal activities they done on every day basis. It is vital to provide speedy services 
towards the customers for the reason that it is positive for the employees to take 
immediate corrective actions in sequence to save the valuable time of clients. Through 
empowered employees, they are estimated to perform their job more effective and efficient 
compare to non-empowered employees. Similarly, many researchers have conducted study 
and found inconsistence relationship on the effects of employees’ empowerment and 
employee’s turnover intention. For example, (Kim, 2005) discovered that negative 
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correlation occur between employees’ empowerment and turnover intention in an 
organization and Mastracci (2009) discovered a significant positive correlation occur 
between employees’ empowerment and turnover intention in an organization. Due to 
inconsistent results, it is significant to investigate the actual portrait of the relationship 
between employees’ empowerment and employee’s turnover intention. Thus, it is 
hypothesize that: 

 H4: There is relationship between empowerment and employees’ turnover 
intention. 

 
Turnover is referred as an individual’s estimated probability that they will leave an 
employing organization (Cotton & Tuttle, 1986). Besides, (Tett & Meyer, 1993) outline 
employees’ turnover intentions as conscious determination to seek for other alternatives in 
other organization. Precedent study on turnover intentions has highlighted intent to leave 
rather than actual turnover as the resulting variable. There are quite a few reasons why 
workers are likely to leave organization. Initially, employees have determined earlier the 
decision to leave the organization. Followed by, employees which sense uninterested and 
unchallenged by the job itself in organization. Furthermore, employees don’t have excellent 
relationship with top management and co-workers. Anyway, there’s specific difference 
between turnover and turnover intention. Turnover is the actual action that workers decide 
to leave the organization and move to different organization in order to generate new 
employment relationship. Where else, turnover intention is behavioral that employees 
considering of leaving and terminate on the present employment relationship, that was 
once not a precise motion to go away from the present job. As a result, employees may 
perhaps leave the organization either voluntary or involuntary. (Cotton & Tuttle, 1986) 
stated turnover intention as an individual’s estimated probability to leave the organization. 
A conscious willingness to seek for other alternatives in other organization depicts the 
individual’s intent to leave (Tett & Mayer, 1993). Actual turnover increases as intention to 
leave the organization increases (Mobley, 1977). Therefore, intent to leave has been 
recognized as a final cognitive variable having an immediate cause effect on actual turnover. 
When an organization’s human resource practices really care about, appreciate and invest 
in employees, employees should be more loyal to the organization. For example, the higher 
the compensation and the more the growth opportunities, the greater losses employees 
would feel if leaving the organization (Chatman, 1991). In addition, providing opportunities 
for personal growth and training probably helps employees fit in their jobs and in the 
organization (Mitchell et al., 2001). Therefore, it is expected that perceptions of human 
resource practices would have negative effects on an employee’s turnover intention 
(Chatman, 1991). 
 
RESEARCH METHODS 
The questionnaire consists of total 34 questions which are fixed-alternative questions. It is 
divided into two sections, Section A and B. Each section has the instructions to guide the 
respondents to answer the questions. In Section A, it is concerned on the demographic 
characteristics of the targeted respondents. Example of demographic characteristic is age, 
gender, marital status, nationality, ethnic group, highest education completed, job 
designation and working experiences. This will assist researcher in understanding 
respondents which needed for a peripheral research for the researches. In Section B, it is 
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divided into six parts which explain on human resources practice that affecting employees’ 
turnover intention of manufacturing industry in Perak. Part 1 is regarding the compensation 
and benefits which has five questions. Part 2 is regarding the factor of training which has 
five questions. Part 3 is regarding the factor of career development which has five 
questions. Part 4 is regarding the factor of empowerment which has five questions. Finally, 
Part 5 is regarding the factor of employee’s turnover intention which has six questions.  In 
this research, each question is designed with Likert scales that consist of 5- point scale from 
1 to 5. Likert scale is known as one-dimensional scale which provides respondent option to 
select finest aligns with their view (“Likert Scale”, 2012). Respondents required to answer in 
the range from strongly disagree (SD), disagree (D), neutral (N), agree (A) and strongly agree 
(SA). 
 
Data analysis is a computerized process system which is used to evaluate the questionnaire 
data using Statistical Software Package for Social Science (SPSS) software. The data is 
collected from the questionnaire which is given to 278 respondents and it is coded and 
evaluated by using the computerized SPSS system. The data are used for description and 
inference about the human resource factor that affect the employee’s turnover intention in 
manufacturing industry. In this research, Pearson correlation analysis and multiple 
regression analysis is used as a statistical technique to test the relationship between 
variable.  The latest version of SPSS will be used for data processing. In this application, 
dependent variable is employees’ turnover intention and the independent variables 
included training, compensation and benefit, career development and empowerment. The 
strength of a linear relationship between dependant and independent variable is measured 
by using the Pearson’s correlation coefficient. The Pearson coefficient matrix will be utilized 
for testing all the hypotheses. This technique is used to measure the degree of association 
between the variables which have any value between +1.0 and -1.0. If the value equal to 0, 
there is no relationship between two variables. A correlation coefficient, r, is represented by 
the number between -1 and +1. If the value of r indicates a positive value which is 1.0, there 
is a perfect positive linear relationship or straight-line relationship. However, if the value of r 
indicates a negative value which is -1.0, there is a perfect negative linear relationship or 
perfect inverse relationship. The higher value of the correlation coefficient, the stronger the 
level of association between two variables. If the P-value is lower than 0.05 (p<0.05), H1 will 
be accepted and H0 will be rejected. Conversely, if P-value is more than 0.05 (p>0.05), H1 will 
be rejected and H0 will be accepted. According to Malhotra (2010), multiple regression 
analysis develops an arithmetical relationship between two or more independent variable 
and interval scale variable. The relationship that takes place between each dependent 
variable and independent variable is linear. All the variables of the questionnaire are 
measured through Likert scales. In this research, multiple regressions analysis is an 
appropriate technique calculated using the proposed formula to study the relationship 
between the independent variables and dependent variables. 
 
FINDINGS 
Refer to table 1 below, the results shows there is positive relationship between 
compensation and benefits and employees’ turnover intention because of the positive value 
for correlation coefficient. The compensation and benefits variable has a 0.190 correlation 
with the employees’ turnover intention variable. The value of this correlation coefficient 



                                                      Transforming Business in Emerging Markets 
 

308 
 

0.190 is slump under coefficient range from ± 0.00 to ± 0.20. Therefore, the relationship 
between compensation and benefits and employees’ turnover intention is slight and almost 
negligible. Hence, the relationship between compensation and benefits and employees’ 
turnover intention is significant. It is because the p-value 0.000 is less than alpha value 0.01. 
Therefore, hypothesis (H1) is accepted. 

 
Table 1. Correlation between Compensation and Benefits and Employees’ Turnover 

Intention 
 

 Compensation 

and Benefit 

(CB) 

Training 

(TG) 

Career 

Development 

(CD) 

Empowerment 

(EM) 

Employees 

Turnover 

(ET) 

ET 

Pearson 

Correlation 
.190** -.223** -.261** .442** 1 

Sig. (2-tailed) .001 .000 .000 .000  

N 278 278 278 278 278 

** Correlation is significant at the 0.01 level (2-tailed). 
 
Derived from Table 1 above, the results shows there is negative relationship between 
training and employees’ turnover intention because of the negative value for correlation 
coefficient. The training variable has a -0.223 correlation with the employees’ turnover 
intention variable. In consequence, when training is high, employees’ turnover intention is 
low. The value of this correlation coefficient -0.223 fall under coefficient range from ± 0.21 
to ± 0.40. Therefore, the relationship between training and employees’ turnover intention is 
high. From the table above, p-value is 0.000 which is lesser than alpha value 0.01. Therefore, 
hypothesis (H2) is accepted. As a result, there is a significant relationship between the 
training and employees’ turnover intention. 
 
The results show there is negative relationship between career development and 
employees’ turnover intention because of the negative value for correlation coefficient. The 
career development variable has a -0.261 correlation with the employees’ turnover 
intention variable. Thus, when career development is high, employees’ turnover intention is 
low. The value of this correlation coefficient -0.261 is fall under coefficient range from ± 
0.21 to ± 0.40. Therefore, the relationship between career development and employees’ 
turnover intention is high. The relationship between career development and employees’ 
turnover intention is significant. It is because the p-value 0.000 is less than alpha value 0.01. 
Therefore, hypothesis (H3) is accepted. 
 
 
Based on Table 1 above, the results show that there is positive relationship between 
empowerment and employees’ turnover intention because of the positive value for 
correlation coefficient. The empowerment variable has a 0.442 correlation with the 
employees’ turnover intention variable. Thus, when empowerment is high, employees’ 
turnover intention is high. The value of this correlation coefficient 0.442 is fall under 
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coefficient range from ±0.41 to ±0.70. Therefore, the relationship between empowerment 
and employees’ turnover intention is moderate. Thus, hypothesis (H4) is accepted. It is 
because the p-value 0.000 is less than alpha value 0.01. Therefore, the relationship between 
empowerment and employees’ turnover intention is significant. 
 

Table 2. Regression Coefficients 

Coefficientsa 

Model Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig. 

B Std. Error Beta 

1 

(Constant) 13.005 1.086  11.974 .000 

Compensation_and_Bene
fits 

.410 .078 .314 5.236 .000 

Training -.186 .092 -.179 -2.016 .045 

Career_Development -.550 .079 -.575 -6.951 .000 

Empowerment .716 .058 .627 12.270 .000 

a. Dependent Variable: Employees_Turnover_Intention 

 
Based on table, compensation and benefits is significant to predict dependent variable 
(employees’ turnover intention) for this study. This is because p-value for compensation and 
benefits is 0.000 which is less than alpha value 0.05. The beta for compensation and benefit 
is 0.314 in which every 1 element increase in employee’s turnover intention the 
compensation and training will be increased by 0.314. Training is significant to predict 
dependent variable (employees’ turnover intention) for this study. This is because p-value 
for training is 0.045 which is less than alpha value 0.05. The beta for training is increase by -
0.179. Career development is significant to predict dependent variable (employees’ 
turnover intention) for this study. This is because p-value for career development is 0.000 
which is less than alpha value 0.05. The beta results for career development is -0.575 and it 
states that 57.5% increase in career development if employment turnover intention is 100%. 
Empowerment is significant to predict dependent variable (employees’ turnover intention) 
for this study. This is because p-value for empowerment is 0.000 which is less than alpha 
value 0.05. The beta for empowerment is 0.627 for increase of 1 in employment turnover 
intention.  
 
DISCUSSION 
This contribution is useful as there is a limited study in the relationship of independent 
variables (compensation and benefits, training, career development and empowerment) 
and turnover intention, especially in manufacturing industry. The findings identified that 
compensation and benefits and empowerment have a positive relationship with employees’ 
turnover intention. However, training and career development have negative relationships 
towards employees’ turnover intentions. Through this research, it shows that compensation 
is the main contributor that will impact on employees’ turnover intention. According to 
Sherman et al. (1998), employee’s compensation and benefits includes all form of pay, 
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rewards, bonuses, commission, leaves, recognition programs, flexible work hours and 
medical insurance. The manager should attempt to maintain competitiveness with respect 
to benefit offerings and provide fair compensation. By providing equitable compensation 
will retain employees and develop competent workforce. 
  
Furthermore, training also contributes to employees’ turnover intention. According to Tsai 
& Tai (2003) Training and development practices represent one of the most significant ways 
in which to help personnel in gaining new knowledge and skills needed to adhere to 
competitive standard. Management should construct proper plans on training to improve 
knowledge, skills, ability and others (KSAOs) of employees.  Management may organize and 
send employees for work-related courses such as the use of new machine. In addition, 
career development also plays a significant role in employees’ turnover intention. According 
to London (1993) career development refers to the long term personal and professional 
growth of individuals. Management is responsible to create an environment to manage his 
or her career and provide tools and technique, professional career guidance and 
opportunities so they can enhance their skills. Therefore, management is requiring 
deploying their existing employees and teaching those new skills in order to achieve their 
career growth in organization. 
 
Thus, it clearly indicated that empowerment is one of the factor lead to employees’ 
turnover intention in workplace. According to Hass (2010), empowerment is also known as a 
process of giving authority to the employees to make essential decisions based on their 
personal activities they have done on a daily basis. The manager role is to provide coaching 
and feedback on the employees’ performance. As a result, employees demonstrate stronger 
job satisfaction and organizational commitment and thus empowerment help to lead to 
lower turnover intention. Therefore, managers should pay extra attention on how to 
practice empowerment at workplace.  
Top management of organization required to highlight on the human resource practice of 
the organization. Human resource practitioners should be given support to formulate 
human resource practices which are suitable for the organization. Through identifying 
suitable human resource practices organizational efficiency and effectiveness can be 
improved and this will lead to higher organization performance.  
 
There were limitations that have been identified during the process of completing this 
research study. Respondents was not willing to participate in the survey because it is time 
consuming to answer the questionnaires and employees have different working hours due 
to work shifts that are assigned by the manager. Although researcher has faced obstacles in 
collecting back the 278 sets of questionnaires, the respondents had tried their best to 
cooperate with the researchers by submitting the questionnaires on time. The respondents 
undergone this survey may be bias and cannot represent the whole population. 
 
The lengthy time needed to set the research title, searching for information, designing of 
questionnaire, distribution of questionnaires and analysis of the data by using SPSS version 
20 were time consuming. The costs for printing, transportation and other administrative 
expenses had to be borne by researcher himself since the research had no sponsorship from 
any outsider or the university. 
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Due to limitation of survey size, the data for analysis received might not be sufficient. This is 
because the questionnaires were only distributed around Ipoh, Perak in which a total of 26 
manufacturing companies have been selected. The companies will be chosen randomly from 
the total of 26 because of the limited time to distribute the questionnaire to a large 
population. This could pose as a limiting factor in representing the whole manufacturing 
industry in Ipoh, Perak. Beside, the sample size was small with only 278 respondents which 
are not large enough to obtain a more accurate and reliable result. Despite there are some 
limitations that were found when conducting this research, this study complied and there 
are some recommendations that can be provided for the future researchers who are 
interested in this topic to make some improvement to this study. Future research may 
emphasize on other options to measure turnover intentions such as open-ended interviews 
so that respondents could be more flexible in expressing their opinions. Respondent won’t 
be bias or confused in which answer they choose. This process may give the managers a 
better idea of what is the actual factors of turnover in their companies. Thus, they are able 
to create effective retention approach based on the actual factors of employee turnover in 
the organization. 
 
Moreover, future researches can include new variables into the research study to examine 
the genuine reasons of employees’ turnover intentions. There is other variable 
corresponding to push and pull motives within the organization which can be examined to 
predict the employees’ turnover intention. For new researcher, they would able to gain 
knowledge pertaining compensation and benefit, training, career development and 
empowerment. Finally, future research can focus on manufacturing or non-manufacturing 
sector that face the identical problems of high turnover rate. For instance, non-
manufacturing sector such as service professions which is nursing, social work and teaching. 
The research can be conducted around Perak and other states to widen the scope of study 
and to have better understanding on the issues. Therefore, future researchers should 
investigate the significant variables that extremely impact the turnover intention in 
organization. 
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ABSTRACT 

This paper studies the relationship between property stock prices and macroeconomic 
variables. The dependent variables in the paper is the average stock price of the property 
stock market and the independent variable are macroeconomic variables which are House 
Price Index (HPI), Consumer Price Index (CPI) and Gross Domestic Product (GDP).  The data 
used for property stock prices and macroeconomic variables are quarterly from 2004 to 
2014. Regression methods are used to examine the relationship between property stock 
prices and macroeconomic variable. The result shows that all macroeconomic variables have 
significant relationship with the property stock price. CPI has a negative impact on property 
stock price while HPI and GDP have positive impact on property stock price. However, only 
HPI and CPI shows significant impact. Therefore, the inflation in terms of house and 
consumer goods' prices can be an indicator on the movement of property stock prices.  

Keywords: Property Stock Prices, House Price Index (HPI), Consumer Price Index (CPI), Gross 
Domestic Product (GDP) 

INTRODUCTION 
Stock market is one of the fundamental components of a free market economy, its 

provide companies with access of capital in replace giving investor a portion of ownership in 
the company (The Economic Times, 2015). Stock market makes a small initial sum of money 
grow into a large amount. When companies makes profit, stock market investors make 
capital gain from receiving dividend that the company pays out as well as selling those 
stocks at profit. The stock market can be split into two main sections the primary market 
and the secondary market. The primary markets are called as the new issue market. The 
issues are sold during initial public offering. The secondary markets are where investors 
purchase securities or asset from other investors than from issuing for the companies 
themselves. The Kuala Lumpur Composite Index (KLCI) is an example of it. 

There are 84 companies listed in KLCI under the property sector. These companies 
constructs real estate such as factories, buildings, residential houses and apartment. 
Property stock market shows the share or the capital of the company in a property sector. 
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The property stock market describe how well is the company going on in the property sector 
in Malaysia. This paper focuses on a sample of 10 counters from that sector.  

Macroeconomic is a field of economics that deals with the performance, structure, 
behavior and decision making of an economy as a whole (Blaug, Mark, 1985). There are 
many economy indicators to indicate the economic development in a country. The 
indicators used in this paper are Gross Domestic Product (GDP), Household Income (HI) and 
Consumer Price Index (CPI). 

HPI measures the price of residential housing. HPI is measured by averaging price 
changes in house purchase price including mortgage financing and refinancing (Home Buyer 
Guidance, 2014). The Consumer Price Index (CPI) is an indicator of changes in consumer 
prices experienced by consumers. It is obtained by comparing, over time, the cost of a fixed 
basket of goods and services purchased by consumers (Statistics Canada, 2015). Meanwhile, 
GDP measures a nation’s total economic activity. It represent the monetary value of all 
goods and services produce in nation’s geographic borders in a specific time. In summary, 
GDP is calculated by adding up the consumer, government expenditure, investment and net 
export. (Department of Statistics Malaysia, 2015). 

This paper attempts to understand the relationship between macroeconomic variables 
and the movement of property sector stock prices. There is a need to understand this 
relationship since there is a lack of literature that study this issue particularly in a developing 
country such as Malaysia. 

LITERATURE REVIEW 
Exchange Rate 

According to Timothy J Brailsford (2011), local factors rather than global factors are the 
primary source of equity return variation in these markets. This seeks to deal with the 
question of whether local macroeconomic variables have clarifying power over stock returns 
in emerging markets. From this research, the results have implications for international 
investors as they suggest that the benefits from diversification are enhanced when the 
allocation of funds is spread across. This study found that exchange rate is significant in their 
association with emerging equity return. 

Ramin Cooper Maysami, Lee Chuin Howe, and Mohamad Atkin Hamzah (2004) examine 
this issue in the context of Singapore. They examined long-term equilibrium relationships 
between selected macroeconomic variables and the Singapore stock market index (STI), as 
well as with various Singapore Exchange Sector indices—the finance index, the property 
index, and the hotel index. The study concludes that the Singapore’s stock market and the 
property index form co-integrating relationship with exchange rate. 

GDP 
Many studies seem to support the hypothesis of a relationship between GDP and 

property stock prices. In Kenya, from 2000 Q1 to 2010 Q4, David OchiengAkumu (2014) 
found that there is a positive effect of GDP on house prices. This imply that increasing GDP 
encourages the consumptions of durables including housing property goods. As the 
economy grows many Kenyans are able to afford the purchase of residential houses. 
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Guneratne Wickremasinghe (2011) examined the causal relationships between stock 
prices and macroeconomic variables in Sri Lanka, in order to examine the validity of the 
semi-strong form of the efficient market hypothesis. The results indicate that there are both 
short and long-run casual relationships between stock prices and GDP.  

Inflation 
It seems that inflation do affect portfolio return. Tarika Singh, Seema Mehta, and M. S. 

Varsha (2010) analyse several stock portfolios. They found that inflation rate, among other 
variables, had negative relationship with the portfolio returns. This finding was concurred by 
Nafeesa Yunus (2012) in a study that involved ten developed nations. The finding specifically 
indicated that inflation induced a positive response towards property stocks return. 

METHODS 
The data’s used in this study are collected from annual reports of companies in Bursa 

Malaysia in the form of 11 years time series from 2004 to 2014. This study focuses on 10 
companies under the property sector in Malaysia. This study uses time series data for 11 
years from 2004 to 2014. Property stock price is used as dependent variable while GDP, HPI 
and CPI are independent variables. The regression model is as follows: 

𝑷𝒓𝒊𝒄𝒆𝒕 =  𝜷𝟎 + 𝜷𝟏𝑮𝑫𝑷𝒕 +  𝜷𝟐𝑯𝑷𝑰𝒕 + 𝜷𝟑𝑪𝑷𝑰𝒕 + 𝜺    (1)
  

Where Price refers to property stock price and ε refers to error term.  

Table 1 reports the summary statistics for the three independent variables while Table 2 
reports the summary statistics for the stock counters used in this study. 

Table 1. Descriptive Statistics for independent variables 

Independent Variables 

 N Minimum Maximum Mean Std. 
Deviation 

HPI 44 112.80 213.60 146.4568 31.81302 

CPI 44 84.52 111.67 98.0204 7.93799 

 

The descriptive statistics above shows the summary for the independent variables. There 
are 44 observations over the duration of the study. The three macroeconomic variables are 
House Price Index (HPI), Consumer Price Index (CPI), and Gross Domestic Product (GDP). The 
maximum value for HPI is 213.60 and the minimum is 112.80 while for CPI, the highest and 
lowest reading ever recorded are 111.67 and 84.52 respectively. The highest GDP value is 
RM289 billion.  
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Table 2: Descriptive statistics for stock counters 

Stock Counters 

 N Minimum Maximum Mean Std. Deviation 

CVB 44 .50 3.19 1.1769 .79193 

CCDO 44 .77 3.30 1.5306 .70920 

DD 44 1.23 3.76 1.8343 .59301 

EAST 44 .39 2.73 1.3399 .60633 

MKH 44 .50 4.04 1.2621 .87860 

MSGB 44 .20 1.78 .9055 .47782 

SPSB 44 1.45 4.20 2.7970 .84761 

SHL 44 .89 3.61 1.5259 .50937 

SPR 44 1.97 6.03 3.3916 .98437 

KSL 44 .30 2.34 .8068 .36290 

Valid N (listwise) 44     

The descriptive statistics above shows the summary for the property stock counters used 
in this study. The highest mean stock price is RM3.39 of SPR. The cheapest stock by average 
is KSL, trading at RM0.81. As for the Standard Deviation, SPR stock has the biggest deviation 
at RM0.98 while the lowest standard deviation value is RM0.36 shown by the KSL stock. 

Table 3. Regression analysis result 

 
Independent 

variable 

 
Coefficient 

 
Std. Error 

 
Sig. 

 
HPI 

 
2.460 

 
1.501 

 
0.000 

 
CPI 

 
-5.118 

 
-1.245 

 
0.004 

 
GDP 

 
0.723 

 
0.575 

 
0.151 

 

Table 3 shows the result of the multiple regression analysis. From the analysis result, HPI 
and CPI coefficients are significant, indicating that HPI and CPI affect property stock price. A 
1% increase in HPI will cause a 2.46% decrease in property stock price. A 1% increase in CPI, 



                                                      Transforming Business in Emerging Markets 
 

318 
 

on the other hand, will cause a 5.12% decrease in property stock price. Meanwhile, does not 
have a significant relationship with property stock price.  

Like the research model can be constructed as:  

𝑷𝒓𝒊𝒄𝒆𝒕 =  𝟏. 𝟐𝟎𝟏 +  𝟎. 𝟕𝟐𝟑𝑮𝑫𝑷𝒕 +  𝟐. 𝟒𝟔𝑯𝑷𝑰𝒕 −  𝟓. 𝟏𝟏𝟖𝑪𝑷𝑰𝒕 + 𝜺    (2) 

CONCLUSION 
As conclusion, the result shows that HPI and CPI are significant with SP, but GDP had no 
significant impact to SP. Comparing with previous studies, Kim Hiang Liow, Muhammad 
Faishal Ibrahim and Qiog Huang (2005) explains that there is co-integrating relationship with 
changes in the short and long term macroeconomic variable. Moreover, study carried by 
Tarika Singh, Seema Mehta and M.S Varsha (2010) shows that Exchange rate and GDP had 
affect the return of all portfolios. Guneratne Wickremasinghe (2011) indicates that there are 
relationship between stock price and GDP which is not similar to this study. A study carried 
out by Nafeesayunus(2012)  shows conflicting finding to this study where GDP has a positive 
relationship towards property stock return. Meanwhile, David Ochieng Akumu (2014) 
indicated there is a positive effect by GDP meanwhile in this research there is no effect by 
GDP towards the property Stock Prices. 

This research only focused on the property stock market in Malaysia to examine the 
relationship between property stock markets and macroeconomic variable. Future research 
can include other segments of the stock market such as construction or plantation. 
Furthermore, future studies can also include other macroeconomics variables other than 
House Price Index, Consumer Price Index and Gross Domestic Product. Lastly, future 
researchers can conduct a causal relationship study in order to identify whether 
macroeconomics variables affect property stock prices or vice versa. 
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ABSTRACT 

Financial record is written document that capture all financial position by measure financial 
performance of every entrepreneurs. It is important to measure any business entity as 
financial record will ensure reliability in measuring the company whether in profit or loss 
position. When talk about profit, it is life blood of every business, if business run without 
any profitable value it seems as man without any blood, will die immediately same as 
business, if no profit, the company will ended by winding up on business. Thus, the risks are 
exist and extensive research should be done in order to study about entrepreneurs current 
practices of financial records to predict entrepreneur’s behavior in accepting and intention 
to records.  This research will study about the relationship between entrepreneurs attitude, 
level of education, entrepreneur experience and training attended towards financial records 
management practices. This study investigated the relationship between four factors of 
competencies towards financial records management practices. The main objective of study 
were; (i) to study Malaysian perception and acceptance towards Islamic medicine, (ii) to 
identify the overall entrepreneur acceptance of financial records management practices, (iii) 
to examine the level of practices of financial records management practices among SME in 
Terengganu; (iv) to access the influence of demographic elements on financial records 
management practices in Terengganu.  There are 104 respondents can be used to analyzed 
and data were analyzed using Statistical Package for Social Science (SPSS) version 21. The 
test conducted were descriptive statistics, mean, standards deviation, t-test, one-way 
ANOVA, Pearson’s Correlation, multiple correlation and regression. The Pearson Correlation 
showed that all the variables have been significantly correlated. Finding of this study will be 
benefited to SME Entrepreneurs, government agencies, researcher, students, customers 
and university towards entrepreneurs’ current practices of financial records to predict 
entrepreneur’s behavior in accepting and intention to records  
 
 

Keywords: small and medium sized entrepreneurs, attitude, financial records management 

practices 
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INTRODUCTION 
Small and Medium-sized entities (SMEs) play important roles in the economic growth and 
sustainable development of every nation, (Moore et al., 2008). The government of Malaysia 
has identified entrepreneurship development as a major policy thrust to achieve economic 
development. This is evidenced by a number of institutions established by the government 
to provide funding and improve operational efficiency in the SMEs sector, (Bank Negara 
Malaysia, 2010). The major advantages to any economy of developing SMEs have been 
identified as sources of innovation and business evolution (Wynarczyk et al., 1993). In 
Terengganu, there a lot of funding and others facilities offered by Terengganu Government 
to helped SMEs sectors. Terengganu is one of Malaysia’s must pro-business States. The past 
few years have seen Terengganu moved steadily up of value chain to establish itself as a 
central Malaysian hub for petrochemicals, food manufacturing (especially halal food 
production), agribusiness, tourism, biotechnology and service. Terengganu also have 
developed vital infrastructure such as technology and manufacturing park with full facilities 
to house industries, and built transport networks and hub to expedite the movement of 
goods and services to domestic, regional and international markets. 
 
Financial records provide a source of information to owners and managers SMEs operating 
in any industry for use in the measurement of financial performance. Financial records also 
provide the formal documents representing the transaction of a business, individual or 
other organization. Financial records maintained by most businesses include a statement of 
retained earnings and cash flow, income statements and the company’s balance sheet and 
tax return. Keeping financial records organized is a key element in a successful business. The 
important of financial measurement to any business entity, big or small, cannot be over 
emphasized. In any sense, profit can analogously be viewed as the life-blood of a business 
and hence the recording bases, concepts and principles adopted ought to capture and 
report all relevant accounting information to ensure reliability in its measurement. Reported 
profits reflect changes in wealth of owners and this can explain why major economic 
decisions in business are centered on a financial performance as measured by profitability, 
(Cooley and Edwards., 1983). It has been recognized that appropriate accounting 
information is important for a successful management of any business entity, whether large 
or small (European Commission (EC), 2008). 
 

In many entity of business the tradition is that  owner or managers SMEs do not become 
involved managing financial records; it is generally assumed that financial records 
managements is the responsibility of accountants. However, accounting staff have rarely 
been introduced to records management principles and practices. They know what 
information they require and why, but they seldom received training on how it should be 
kept. Therefore, the care of financial records often falls in the gap between two professions. 
This problem often extends through all financial management functions. Financial 
management involves planning, controlling, implementing and monitoring fiscal policies and 
activities, including accounting and auditing revenue, expenditure, assets and liabilities 
(Kimberly Kabata et al., 1999).  Financial management also includes planning and controlling 
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capital expenditure, managing assets, liaising with the treasury and making decisions related 
to funding and performance. 
 
Good financial record management is critical to the success of any organization, whatever 
its size and whether or not is in public, private, business or voluntary sector (Kimberly 
Kabata et al., 1999). To be successful it is essential that you know the precise financial 
condition of your business. Accurate and regular financial information allows SME owners or 
manager to monitor the success or failure of their business and provides the information to 
evaluate the consequences of company financial decisions. Regularly monitoring the 
business activities will help company operate more efficiently, control your cash flow, and 
increase profitability. 
 
Useful information about business performance depends on complete, accurate, and timely 
recordkeeping practices. Financial records will allow company to: 
 

a. identify detail  income and expenses to create a profit and loss statement  

b. identify the business assets and liabilities to create a balance sheet  

c. identify the timing of income and expenses to create a cash flow forecast  

d. compare business operations with industry benchmarks  

e. prepare accurate business activity statements and tax returns so company don't over or 
 underpay company taxes  
 
Delivery of financial record management among SME in Terengganu has been in the interest 
of Malaysian government from time to time since the last entrepreneurship of the country. 
This is very important as it eventually reflects the competency and effectiveness of the 
whole entrepreneurship machinery. It is imperative that the young entrepreneur have to be 
professional in performing their function in preparing complete set of financial record 
management practices. Be prudent, transparent and more importantly be able to deliver a 
reliable financial record. All of these require a workforce that is knowledgeable and skillful, 
having right attitude, dynamic and the right frame of mind. Preparing of proper accounting 
entries is a crucial part of financial record. The basic problem in financial statement analysis 
is there is no theory that tells them which number to look up and how to interpret them. In 
the absence of an underlying theory financial statement analysis appears to be ad hoc 
informal and subjective. From a negative viewpoint, the most striking aspect of ratio 
analysis is the absence of an explicit theoretical structure. As a result the subject of ratio 
analysis is relate with untested assertions about which ratios should be used and what their 
proper levels should be.  
 
Business firms have some latitude in the accounting treatment of items like depreciation, 
valuation of stocks, research and development expenses, foreign exchange transactions, 
installment sales, credits, preliminary and pre-operation expenses, provision of reserves, 
and revaluation of assets. Due to diversity of accounting policies found in practice, 
comparative financial statement analysis may vitiate. Industry average and other yardsticks 
are commonly used in financial ratios, it is somewhat difficult to judge whether a certain 
ratio is good or bad. A high current ration, for example may indicate a strong liquidity 

http://www.smallbusiness.wa.gov.au/understanding-profit-loss-statements/
http://www.smallbusiness.wa.gov.au/understanding-balance-sheets/
http://www.smallbusiness.wa.gov.au/cash-flow-forecast/
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position (something good) or excessive inventories (something bad). Likewise a high 
turnover of fixed asset may mean efficient utilization of plant and machinery or continued 
flogging more or less fully depreciated worn, out and inefficient plant and machinery. Other 
problem in interpretation arises when a firm has some favorable ratios and some 
unfavorable ratios and this is rather common. In such a situation, it may be somewhat 
difficult to form an overall judgment about its financial strength or weakness. Multiple 
discriminated analyses, a statistical tool, may be employed to sort out the net effect of 
several ratios pointing in different directions. Notwithstanding the previous observation 
financial ratios od a firm often show a high degree of correlation. This is because several 
ratios have some common element (sales for example are used in various turnover ratios) 
and several items tend to move in harmony because of some common underlying factor. In 
view of ratio correlation, it is redundant and often confusing to employ a large number of 
ratios in financial statement. Hence it is necessary choose a small group of ratios from a 
large set of ratios. 
 
Financial record, for example the sales day book (sales journal), purchases book (purchases 
journal), cash receipt book, cheque payment book, petty cash book, general book, nominal 
ledger, debtors ledger and creditors ledger must be kept and maintained in a sound 
accounting system (McMohan, 1999). Developing and implementing a financial records 
management system requires clarity about its aims and objectives irrespective of whether 
the system is manual, electronic or mixed.  The objectives involved normally include: 
 
1. To identify the overall entrepreneur acceptance of financial records management 
 practices 
2. To examine the level of practices of financial records management practices among SME 
 in Terengganu 
3. To access the influence of demographic elements on financial records management 
 practices 

 
While the major factors are clearly defines, this study will try to answer following research 
questions:  
Q1: What are the overall entrepreneur acceptance of financial records management 
practices? 
Q2: What are the level of practices of financial records management practices among SME 
in Terengganu? 
Q3: Does demographic elements influence on financial records management? 
 
 
LITERATURE REVIEW 
Previous researches on the demographic characteristics have focused on variables such as 
family background, previous working experience before start-up, socio-economic status, 
age, education level, birth order, etc. (Brockhaus 1982).  There are many problems in using 
demographic variables to predict entrepreneurship. Robinson et al. (1991), concluded that 
this approach is limited to its static nature. Entrepreneurs react to a specific circumstance, 
not a given set of demographic characteristics. Second, demographics are used as 
surrogates for personality characteristics (Bowen & Hisrich 1986. Attitudinal approach has 
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been carefully thought as one of the more suitable alternatives to study the entrepreneurial 
personality. Personality theories emphasizing personal dispositions or traits and the use of 
demographic information such as sex, age and birth order are widely used in the studies of 
entrepreneurship. 
  
Although there have been many studies using these models, the field has progressed little 
beyond the earlier psychological frame work on entrepreneurs carried out by McClelland 
and his associates in the 1950’s and 1960’s (McClelland 1965). Indeed some view the study 
of entrepreneurs’ personal characteristics as dead end offering little hope of furthering our 
understanding (Gartner, 1988. The problem is not because of psychological perspectives, 
but due to flaws and obstacles in the methodological considerations. There is an argument 
that the necessity of accounting for the dynamic interaction between the individual 
entrepreneur and the environment-social, financial, technical, so on. The so forth, in which 
new ventures are created need to be addressed (Carsurd and Johnson 1989). A visible 
alteration to personality and demographic approaches is the use of attitudes in predicting 
behavioral tendencies. An attitude can be defined as a positive or negative evaluation of 
people, objects, event, activities, ideas, or just about anything in your environment 
(Zimbardo et al., 1999). In the opinion of Bain (1927), an attitude is "the relatively stable 
overt behavior of a person which affects his status." "Attitudes which are different to a 
group are thus social attitudes or `values' in the Thomasonian sense. The attitude is the 
status-fixing behavior. This differentiates it from habit and vegetative processes as such, and 
totally ignores the hypothetical 'subjective states' which have formerly been emphasized. It 
is how one judges any person, situation or object. 
 
North (1932) has defined attitude as "the totality of those states that lead to or point 
toward some particular activity of the organism. The attitude is, therefore, the dynamic 
element in human behavior, the motive for activity." For Lumley (1928) an attitude is "a 
susceptibility to certain kinds of stimuli and readiness to respond repeatedly in a given 
way—which are possible toward our world and the parts of it which impinge upon us." A 
study of entrepreneur attitude is always done by researcher, but  the research on 
entrepreneur disciplinary in Financial Record Management are still new. Through this study, 
I will study about the attitude factors contributed in the disciplinary financial records 
management. A factors such time limitation, low commitment,  less disciplined, not positive 
thinking, poor in business management and etc contributed to failure of the preparing 
financial record management. Historically the typical owner-manager has tended not to 
have pursued higher levels of education or to take formal business training. Hence there are 
two possible reasons why owner-managers tend not to plan: they are emotionally unsuited 
to it – they think and act intuitively and they are simply unaware of the various tools which 
would enable them to plan systematically. (Chell, 2001). In year 2011, a total 32,789 
companies in Malaysia have been identified fails to submit Annual Return Statement and 
Audited Financial Statement to Suruhanjaya Syarikat Malaysia (SSM) (Berita Harian, 30 April 
2012). Once again, the attitude was the largest contributor for the failure of submission of 
this statement. 
 
A number of studies have argued that education facilitates entrepreneurial success by 
providing for the nourishment of competencies such as innovativeness and ability to acquire 
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resources. These competencies are regarded as imperatives to success in many 
entrepreneurial ventures (Bird 1993; Ronstadt 1984). Notably, in highly technical industries, 
a specified amount of education may be required as a prerequisite for employment. Borjas 
(1987) study of self-employment experience of immigrants and native-born using both 1970 
and 1980 Census data, analyses revealed that education has a positive and significant 
impact on self-employment rates. In all samples, the higher the education levels, the higher 
increase in the individual’s ability to provide a service to those persons who may desire it; or 
perhaps that higher education levels increase the organizational or managerial skills of 
workers. Vesper (1980) pointed out that the more education an entrepreneur has had in 
business (especially small business) the more likely the entrepreneur will succeed in the 
current venture. Vesper (1980) asserts that prior mental programming in the form of both 
formal education and experience in the particular line of work of the new venture 
repeatedly crops up as correlated in generally positive ways with odds of success in studies 
of startups . The level of technical and business skills is also a major factor in successfully 
starting and managing a small business (Davidson 1991; Vesper 1983). In Davidson’s (1991) 
Sweden study, the findings also suggested that business-related experience and business 
education were highly correlated with the entrepreneur’s ability to start and manage a 
business. 
 
Lerner, Brush and Hisrich (1995) conducted a study to determine which factors affecting 
performance of Israeli women entrepreneurs using a sample of 220 businesses. They 
reported that human capital and business skills (education) have significant explanatory 
power on performance. Their findings also revealed that a majority of the entrepreneurs 
were highly educated with college and graduate degrees. The research effort of Bird (1993) 
showed a trend toward higher educational attainment among entrepreneurs. As Watson et 
al. (1998) pointed out, entrepreneurs are different fromnon-entrepreneurs in many aspects. 
Many previous studies have tried to prove this. Furthermore, as Gartner (1985) 
assumedwhen he developed his own conceptual framework for describing the phenomenon 
of new venture creation based on previous studies, the difference among entrepreneurs or 
newventures is more considerable than between entrepreneurs and non-entrepreneurs in 
terms of personality and background. These facts strongly imply that entrepreneurial talents 
can be “matured-up” by postnatal education since: 
 
a. Inborn nature is not sufficient to explain the difference and, 
b. Most factors identified in previous studies were achievable through proper education.  

So an individual’s personality and ability can be uniquely developed according to the 
context of his or her education and willpower, and motivation can be differentiated 
according to postnatal environment where an individual grows. Thus, great diversity 
exists among entrepreneurs based on their “growing background” of social, cultural, 
and educational environments (Mckelvy, 1982). 

 
Education level may be strongly linked to age. It could be argued that it might work in two 
ways. A long number of years running a firm as an owner manager might increase the 
propensity to plan future directions for the business. Conversely, once the initial phases of a 
firm’s life have passed and funding is secured, planning might well be less of a priority 
(Suzanne M. Richbell, 2006). The average entrepreneur in Terengganu has a long experience 
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in business. There is also an entrepreneur who inherited the business from their father. This 
long experience can actually help their  business grow. This experience also helps them 
workers become more productive.  Experience allows the accumulation of skills and 
knowledge that make an employee productive and valuable (NikKamariah, 1997). According 
to Bergmann (1986), people can make contacts, learn new skills and gather information that 
promotes future performance potential during work experience. It suggests that more 
experience of the people results in high level of performance. Naceur and Varatharajan 
(2000), investigates the relationship between participation on job performance among 
managerial employees in the Public Service Department in Malaysia shown to have 
significant positive association with experience and employees participation and job 
performance. There are also entrepreneurs who have run their business more than 10 years 
without any capital from banks or government agencies. This shows that the experience can 
help entrepreneurs can planned their business performance. 
 
Sometimes, experience is not helping business. This is because many other factors to be 
considered. Personal experience can be assessed in terms of amount and type of the 
international interaction. However, in today’s dynamic environment, managers cannot 
always rely on previous knowledge and experience (Gregersen et al., 1998; Harvey and 
Buckley, 2002). Because of this, experience as such may no longer prevail as a selection 
criterion. Furthermore, at the individual level, patterns of growth are complex and their 
variation is influenced by abilities, dispositional characteristics and type and timing of 
developmental experiences an individual is exposed to (Mumford et al., 2000). Yet, whereas 
the “hard” competencies gained through experience may become obsolete, the 
development of the “soft side” during foreign assignments may still increase the predictive 
value of the previous experience (see i.e. Stahl et al. 2002, Inkson and Arthur,1997) 
 
Training is an educational process. People can learn new information, re-learn and reinforce 
existing knowledge and skills, and most importantly have time to think and consider what 
new options can help them improve their effectiveness at work. Effective trainings convey 
relevant and useful information that inform participants and develop skills and behaviors 
that can be transferred back to the workplace. The goal of training is to create an impact 
that lasts beyond the end time of the training itself. The focus is on creating specific action 
steps and commitments that focus people’s attention on incorporating their new skills and 
ideas back at work. 
 
Training can be offered as skill development for individuals and groups. In general, trainings 
involve presentation and learning of content as a means for enhancing skill development 
and improving workplace behaviors. The training and education services seem very 
important in market development because entrepreneur lack of foundation because of 
business skill (Gynavali & Fogel, 1994). One of the environmental factors that were 
contributed to the entrepreneur successful is an education and short-term training program 
(McClelland & Winter, 1969). Reza & Ismaeil (2008) pointed out to set up the entrepreneur 
universities, the student should be offering the entrepreneurship training in difference 
forms such as providing the basic concepts the entrepreneur role in set up SMEs and how to 
be independent entrepreneur. This kind of training should be implemented among SMEs 
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entrepreneur in Terengganu. Here, the training factors one of the main requirements to be 
the good entrepreneurs. 
 
Those who are interested to be an entrepreneur, they need the training in terms of business 
plan preparation, planning, decision making, pricing market penetration, organization and 
management, management of the workforce, and handling of financial record management 
(Swanson & Webster, 1992). The developing learning opportunities it require two things 
which are;- 
 
i. The flexibility and creativity in content delivery 
ii. The applicability of training and advices 
 
The significance and value of training has long been recognized. Consider the popular and 
often repeated quotation, “Give a person a fish and you feed him for a day. Teach a person 
to fish and you feed him for a lifetime.” This simple but profound saying is attributed to the 
wisdom of Confucius who lived in the 5th

 

century BC. Given today’s business climate and the 
exponential growth in technology with its effect on the economy and society at large, the 
need for training is more pronounced than ever.  
 
Training, in the most simplistic definition, is an activity that changes people’s behavior. 
Increased productivity is often said to be the most important reason for training. But it is 
only one of the benefits. Training is essential not only to increase productivity but also to 
motivate and inspire workers by letting them know how important their jobs are and giving 
them all the information they need to perform those jobs (Anonymous, 1998). McNamara 
(n.d.) lists the following as general benefits from employee training:  
 

a) Increased job satisfaction and morale  
b) Increased motivation  
c) Increased efficiencies in processes, resulting in financial gain  
d) Increased capacity to adopt new technologies and methods  
e) Increased innovation in strategies and products  
f) Reduced employee turnover  

 
This is only a partial listing of the many benefits that result from training. Training that is 
appropriate to the needs of an organization can add great value.  
 
So, why would an organization not welcome and seek out the value-added benefits resulting 
from training? Training is not always the answer to performance problems. Brandt 
Sakakeeny, training industry analyst for Solomon Smith Barney believes that training can be 
a great investment and training can be a waste of money (Rosner, 1999). Training is indeed 
a waste of money when the desired behavior does not occur. Gupta acknowledges that not 
all performance problems can be addressed by training. In many cases, non-training 
interventions are necessary (Gupta 1999). The key is to identify what problems can be 
attributed to training deficiencies and, once that is accomplished, to insure that the right 
training is implemented. Bartram and Gibson, in their Training Needs Analysis Toolkit agree. 
Without the right training, employees can be your [the organization’s] biggest liability. 
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Trained effectively, however, they can become your biggest asset (Bartram and Gibson, 
2000). Rosner (1999) adds another ingredient for success – support after training. He states, 
“The most effective programs train workers in new behaviors and then train managers to 
support employees as they apply learning daily (Rosner, 1999, p.43). Support and 
endorsement from management can greatly enhance training results. One can conclude 
that training is not always the answer, and when it is the answer, it has to be the right 
training. 
 
RESEARCH METHODS 
Methodology can be a documented process for management of projects that contains 
procedures, definitions and explanations of the techniques used to collect, store, analyse 
and present information as part of a research process in a given discipline. Methodology 
may refer to nothing more than a simple set of methods or procedures, or it may refer to 
the rationale and philosophical assumption that underlie a particular study relative to the 
scientific method. The two types of variables available in this research were dependent 
variables and independent variables. It was crucial to identify these two types of variables in 
order to develop a solid conceptual framework. The dependent variables were the variables 
of primary interest for the research. The goal of this research was to understand and 
describe the dependant variables, or to explain its variability, or predict it. In the case of this 
research, the primary dependant variable would be financial record management among 
SME’s entrepreneur in Terengganu. Independent variables significantly influenced the 
dependant variables in either positive or negative ways. The variances in the dependent 
variables were accounted for by the independent variables. The independent variables 
involved in this research were demographic analysis, entrepreneur’s attitude, level of 
education, entrepreneurs experience and training attended. These twelve independent 
variables would be tested whether they have significant influence on the dependent 
variable.  
 
Research Model 

 

  

The four (4) hypotheses have been developed to help answering the key questions 
pertaining to the financial records management practices.  
 

Entrepreneurs Attitude 

Level of Education 

Entrepreneur  Experience 

Training Attended 

Financial Records 
Management Practices  

Figure 1: The Research Model 
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H1:  There is a significant relationship between entrepreneurs attitude and financial 
records management practices 

H2:  There is a significant relationship between level of education and financial records 
management practices 

H3:  There is a significant relationship between entrepreneurs experience and financial 
records management practices. 

H4:  There is a significant relationship between training attended and financial records 
management practices 

 

The population consisted of SME’s entrepreneurs from various sector within the 
Terengganu area. These groups of people may or may not have the habit of practicing of 
financial record management. They were chosen due to easy accessibility by the researcher. 
Easy access helps to save cost, time other human resources. Data for this study was 
collected by the means of a survey conducted in Malaysia in 2014. A total of 150 
questionnaire forms were delivered to respondents. Out of this total only 104 questionnaire 
has been returned and responded in this study. The location of respondents was within 
Terengganu. By studying this sample, conclusions would be drawn to generalize the 
interests of the population. Simple random sampling technique would be chosen because 
each element of the population has known and equal probability of being selected. It was 
most likely that the distribution patterns of the characteristics of interest in the population 
were also distributed in the sample. This sampling technique was least biased. The reasons 
for using simple random sampling technique were cost efficient and time saving especially 
when the population was large in size, time and budget available was limited. Thus, it was 
simple and requires only one stage of sample selection. The disadvantage of this sampling 
technique was it might give less efficient sample compared to stratify sampling. 
 
To enhance reliability and validity, great care was taken while designing the questionnaire. 
19 structured questions were used to measure the four key constructs identified. Every 
question on the questionnaire focused directly on a specific issue and it was ensured that 
questions have brevity and clarity. While designing the survey instrument, it was ensured 
that instrumentation bias was avoided. Structured questionnaire was used to ensure 
standardization among the respondents and also during the compilation of data. Structured 
question was a set of questions which respondents answer in a fixed set of response 
alternatives. These were also referred as close-ended questions. The combination of 
structured questionnaire consisted have dichotomous, multiple-choice and Likert Scale 
method and open-ended questions. 
 

The compiled data was analyzed using Statistical Package for Social Sciences (SPSS) version 
21. Both descriptive statistics (frequency, percentage and mean) and inferential statistics 
(ANOVA, independent sample t-test and paerson correlation) were utilized. Once the data 
were collected, each individual variable was coded before the data were transferred to the 
computer for analysis. The independent variables scores which were negatively worded 
have to be reversely coded (recoding) for the correctness of the data analysis. To test the 
hypotheses developed in this research, inferential statistics is being employed. Inferential 
statistics for this research included correlation analysis. Pearson correlation, multiple 
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regression, one way ANOVA and independent sample t-test were done to enable the 
researcher to correctly and meaningful interpreting the date in answering the objective of 
the research.  
 
ANALYSIS AND FINDINGS 

Table 1: Correlation Matrix 
Correlations 

 Entrepreneurs 
attitude 

Level of 
education 

Entrepreneur 
experience 

Training 
attended 

Financial records 
management 

practices 

 Pearson 
Correlation 

.747 .590 .715 .819 1 

Sig. (2-tailed) .000 .000 .000 .000  

N 104 104 104 104 104 

*. Correlation is significant at the 0.05 level (2-tailed). 
The results of the analysis obtained was presented in table 1 and showed that there is 

significant relationship between entrepreneur attitude and financial records management 

practices. The correlation value of this variable of r=-0.747. It indicated that the relationship 

between the two variables was moderate high. Thus, H1 is accepted. The results reveal that 

there is positive correlation between these two dimensions as the results of the p value is 

smaller than significant value, (p = 0.000 which is < 0.05) and H2 is accepted. There is 

moderate correlation between these two dimension as correlation coefficient is at 

(f=0.590). In hypothesis 3 there is significant value between these two dimensions as the p 

value smaller than significant value, (p=0.000 which < 0.05). Furthermore there is moderate 

correlation between these two dimensions as correlation coefficient is at (0.715). Thus H3 is 

accepted. The results revealed that there is positive relationship between two dimensions 

as the p value is smaller than significant value, (p=0.000 which is <0.05) and H4 is accepted. 

r. There is high correlation coefficient is at (r=0.819). 

Coefficientsa 

Model 

Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) -.192 .168  -1.141 .255 

ENTREPRENEURS 
ATTITUDE 

.150 .060 .156 2.516 .013 

LEVEL OF EDUCATION .096 .052 .088 1.858 .065 

ENTREPRENEURS 
EXPERIENCE 

.274 .065 .246 4.235 .000 

TRAINING ATTENDED .491 .065 .488 7.537 .000 

a. Dependent Variable: I financial records management practices 
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In addition, entrepreneurs attitude is score for p value less that 0.05 (p=0.013) beta at 
0.146, entrepreneurs experience score for p=0.000 at beta of 0.246 and training attended 
for p=0.000 at beta of 0.488 are significant predictors of financial records management 
practices. Only level of education (0.65) at beta of 0.088 are not predictors of financial 
records management practices. 

 
CONCLUSION 
In addition from the statistical results, it can be interpreted that the level of acceptance in 
financial records management practices must improve to refurbish the confidence and 
entrepreneur trust towards the awareness. It is essential for government agencies to deliver 
the information and monitor every entrepreneur progress of preparing financial records 
that are entrusted upon them with more efficiently and effectively. This is certainly not very 
encouraging as financial records management practices in its entirely reflects the efficiency 
and effectiveness of the entrepreneurs. It is about the transparency and consistency in 
delivering excellent services entrusted upon the department in Permodalan Usahasama 
Nasional Berhad (PUNB). This may require the management to re-examine the role of the 
management, work culture of entrepreneur, rules and procedures and of course the quality 
of the entrepreneurs itself in processing with the view of enhancing the financial records as 
a whole. 
 
This research will be given insight view and valuable information in improving and 
understanding the areas that need to be considered in order to monitor of performance of 
SME as well as to advice them with the correct information. The finding of the study will 
improve the monitoring procedures for controlling of SME by PUNB. This research also 
provide an information for PUNB for conducting activities that relate to the needs of SME as 
more training and assistance needs to be delivered to the SME for equip them with some 
experience and knowledge in order for economic sustainability. According to United Nations 
Development Programme (2007), most of SMEs lack experience and knowledge especially in 
marketing strategy and not able to do promotion of their products. This shows that SMEs 
are not enough skill in convicting of their customers 
The sample size and physical coverage to some extent has influence the quality of the 
research findings and it’s generalize ability. Due to time constraint and some other 
limitations, the coverage of this research was a small sample size of 104 respondents and 
specific to a section in Kuala Terengganu which sampling for whole Terengganu area. 
Therefore, the finding may not be so accurate and less representative. In order to improve 
this, therefore, the scope of physical coverage should be widened and aspect of 
representation should be taken into consideration if the findings are to be generalized to 
the whole population. 
From the aspect of collection methods, the present research only utilizes quantitative 
method where questionnaires are used in the collection data. The research of this nature 
may require a more rigorous method because it involves subjectivity in opinions, perception 
and feelings towards the issue of acceptance financial records management practices which 
questionnaire did not fully captured. The researcher needs to complement it with other 
methods including interviews and focus group discussion in order to get a better insight of 
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the response. By doing this, the credibility of the findings and discussion are more effective 
and can be enhanced. 
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ABSTRACT 
Purpose-The purpose  of this study was to determine the factors that affect the level of 
poverty in the city of Bengkulu . Based on the research results of Bengkulu city BPS , BPS 
measure poverty using the concepts of ability to meet basic needs ( basic need approach) so 
that poverty is seen as an economic inability to meet the basic needs of food and non-food 
which is measured from the expenditure side . The increase in the price of daily necessities 
of life that is not accompanied by the soaring increase in incomes of the population will 
result in poor vulnerable people will easily become poor , resulting in the number of poor 
people increased . At the city level , spending on food in poor families in the city of Bengkulu 
63.40 percent . the high costs affect poor people is needed to alleviate poverty in the city of 
Bengkulu getting heavier and desire reduce poverty is becoming increasingly difficult . 
Keywords : factor levels of poverty , low levels of income, education 
 
 
Introduction  
The current conditions of poverty still remains problematic in the life of any society. The 
problem of poverty is a central issue in Indonesia , including in the city of Bengkulu. Poverty 
is a condition where there is an inability to meet basic needs such as food/apparel/ clothing, 
shelter/housing, education and health . 

 
Poverty is understood in different ways. The main understanding include: 
a. Picture of material deprivation 

Poverty in this sense is understood as a situation of scarcity of goods and basic services. 
b. An overview of the social needs 

This includes education and information. Social isolation is usually distinguished from 
poverty , because it covers the problems of political and moral , and not limited to the 
economic field . 

c. Overview about the lack of an adequate income and wealth 
This picture of the object can be solved by looking beyond income lawfully profession. 
Exception if the institution where she works forbid. 

 
The causes of poverty are many associated with: 

1.  The cause of the individual or pathologic see poverty as a result / behavior choices or 
the ability of the poor. Examples of behavior and choice is not to measure the use of 
the financial income. 

2.  The cause of the family , linking poverty with family education . Causes family can be 
the number of family members is not comparable to financial income families . 

3. The structural causes giving reasons that poverty is the result of the social structure. 

mailto:herususantobpkp@gmail.com
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4. The cause of the agency who see poverty as a result of the actions of others . Another 
example is slavery. 

5. Causes of sub - culture linking poverty with daily life. Examples of individuals or 
families who are easily tempted by the neighboring state. 

 
A natural process and the impact if the more advanced a country or region, there will be a 
transformation or change in the economic structure. The effects of changes in the economic 
structure can be positive or negative. Among other things, the positive impact of the 
increase in the welfare of society. Negative impacts arise if changes in the relative share of 
the sector to GDP was not followed by changes in the labor share of these sectors in 
proportion. The negative impact may be a decrease in labor productivity. 
Problems of poverty alleviation is complicated because poverty is multidimensional. Poverty 
is the beginning and end of a process of public squalor. Together factors of physical 
weakness, insecurity, powerlessness and isolation, and poverty makes people trapped and 
difficult to get out of the poverty syndrome (Chambers, 1987) . 
 

Discussion 
Poverty is indeed a great work for our government, but the work was never prioritized to 
reduce poverty. Poverty is a problem that is characterized by many things, among others, 
low quality of life of the population, lack of adequacy and quality of food, lack quality health 
care and education. Poverty is not merely an economic problem but a cultural and structural 
poverty. 
 
The impact of poverty on society in general are so numerous and complex, including: 
a. Unemployment 
b. Violence 
c. Education 
d. Health 
 
The level of education is measured by the criteria of basic education, i.e. until Graduated 
Elementary School (SD). The results showed that the majority of villages in the city of 
Bengkulu, namely (19.57%) have a population that largely does not have this level of school 
education and to complete primary school while the rest as much (80.43%) had a dominant 
population of junior high school education and above. This shows that the majority of the 
population in the city of Bengkulu has had good access to education, not only basic 
education. A tendency that the level of poverty in the villages of the dominant population is 
not school or to complete primary school is higher than the level of poverty in urban 
neighborhoods predominantly populated junior high school education and above. 
Population access to formal education have helped raise the standard of living, because 
however the level of formal education is still a consideration for earn. 

 
Relating to the role of education in national development appeared two paradigms into a 
mecca for policy makers in education policy development: Functional paradigm and the 
paradigm of socialization. Functional paradigm see that underdevelopment and poverty is 
because people do not have enough people who have the knowledge, skills and modern 
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attitude. According to the experience in Western societies, educational institutions formal 
school system is the lead agency to develop the knowledge, skills and abilities to train and 
inculcate modern attitudes of the individuals required in the development process. Evidence 
suggests a strong correlation between a person's formal education and participation in 
development. Further developments emerge, Human lnvestment thesis, which states that 
investment in human beings more profitable, have economic rate of return higher than the 
investment in the physical plane. 
 
In line with the paradigm Functional paradigm socialization see the role of education in 
development are: a) developing the competence of individuals, b) higher level of 
competence is needed to improve productivity, and c) in general, improve the ability of 
citizens and the increasing number of citizens who have the ability will increase the life of 
society as a whole. 
 
Definition of poverty given by some experts or agencies, including the National 
Development Planning Agency (1993) defines keimiskinan as a situation of deprivation that 
occurs not because of the will by the poor, but because of circumstances that can not be 
avoided by the powers that be to him. Levitan (1980) suggests poverty is the shortage of 
goods and services needed to achieve a decent standard of living. Faturchman and 
Marcelinus Molo (1994) defines that poverty is the inability of individuals or households to 
meet their basic needs. According to Ellis (1994) poverty is a multidimensional phenomenon 
that can be analyzed from the economic, social and political. According Suparlan (1993) 
poverty is defined as a low level of living standards, namely the existence of a level of 
material deprivation in a number or group of people compared to the standard of living 
prevailing in the society concerned. Reitsma and Kleinpenning (1994) mendefisnisikan 
poverty as the inability of a person to meet their needs, both material and non material. 
Friedman (1979) suggests poverty is inequality of opportunity to formulate the basis of 
social power, which meliptui: assets (land, housing, equipment, health), financial resources 
(income and adequate credit), organisiasi sociopolitical can be utilized to achieve the 
common interests, social networks to obtain employment, goods or services, knowledge 
and skills are adequate and useful information. With some sense it can be taken one 
poengertian that poverty is a good situation which is the process or result of the inability of 
individuals to interact with their environment to their needs. 
  
With regard component Poverty Line (PL) which consists of the Food Poverty Line (FPL) and 
the Poverty Line Non Food (GKMN), it appears that the role of food commodities is still far 
greater than the role of commodities instead of food (housing, clothing, education, and 
health) , On September 2012, FPL contribution to the GK of 78.81 per cent while the 
contribution of the GK GKMN of 21.19 percent. 
In the period of one year from March 2011 - March 2012 poverty line rose from Rp. 250 
949, - per capita per month to Rp. 263 050, - per capita per month, an increase of 4.82 
percent, the highest increase in Bengkulu city increased from Rp. 284 337, - per capita per 
month in March 2011 to Rp. 299 289, - per capita per month, up 5.26 percent in March 
2012. 
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The number of poor people of Bengkulu City from time to time increase. In 1998, 11.85% of 
the total families (KK) which amounted to 40 819 families or 4,837 households are poor. In 
1999 increased dramatically to 19.32%, the impact of the economic crisis in 1998. In 2001 
increased to 22.41% and in 2004 to 30.17% or as much as 15 583 households (Office of 
Family Planning and Family Empowerment Bengkulu City 2004). In this study, poverty is 
urban poverty meant that includes poverty Bengkulu city and its districts, villages and village 
dilingkupinya. Poverty data obtained from the relevant authorities, in this case the Office of 
Family Planning and Family Empowerment Bengkulu city, based on certain poverty criteria, 
namely Category Family Pra Sejahtera (KPS) and Family Welfare (KS) I for economic reasons. 
Factors that influence the poverty rearranged based on variables and indicators of poverty 
pockets are prepared by BPS in Jousairi (1995) and BPS in Kuncoro (2003) and selected 
based component of the economic structure. 
  
According to the Regional Development Planning Board (Bappeda) and the Commission on 
Poverty Eradication (KPK) province of Bengkulu (2005), the causes of poverty in the province 
of Bengkulu, including in the city of Bengkulu, departing from the root causes 
impoverishment of the limitations, the inability and helplessness of the poor communities in 
to access or control over: 1) production assets, namely the main resources to support the 
fulfillment of basic needs such as land resources for farmers, marine and coastal resources 
for the fishermen, and employment opportunities for workers, and 2) asset servicing umu, 
namely infrastructure basic services such as economic facilities, transportation, education 
and health. The basic problem for the poor in general is the lack of accessibility to both 
these assets that can be seen from the obstacles faced by poor communities, among others: 

1. Limitations of job and business opportunities 
2. Limited access to factors of production 
3. The ownership of assets 
4. Limited access to education facilities, health, economy and information and 

communication 
5. Powerlessness in determining the choice (control) to accessibility itself 
6. The weakness of governance in managing the programs reduce  poverty 
7. The lack of responsibility of the state in the service of social protection. 
 

To realize the community's economy competitive by conducting policy strategy as follows : 
1. Optimization of investment management 
2. Realizing a solid economic structure by making the people as the motor industry and the 
industrial trade and services as a supporter 
3. Optimizing the revitalization of agriculture , maritime and fisheries 
4. Enhancing the role of micro, small and medium enterprises ( SMEs ) and cooperatives as 
economic actors with high competitiveness 
5. Improving the quality of poverty reduction policies and programs through a policy of 
affirmative / alignments 
6. Develop centers of economic and entrepreneurial community and improving the quality 
of labor 
7. Increase revenue management , asset and shopping area 
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Solving the problem of poverty require measures and programs specifically designed and 
integrated by the government and is a shared responsibility between the government and 
the public. 
 
In fact that poverty does not just happen; it has factors that cause poverty. The causative 
factors of poverty can be categorized in the following points: 
 
A. The decline of the standard per-capita income growth globally. 
The bottom line here is that the standard per-capita income moves by the productivity that 
exist on a system. If productivity gradually increases, per-capita income will rise. Vice versa, 
if productivity shrink the per-capita income will go down together. Here are some of the 
factors affecting the deterioration of the standard per-capita income growth: 

1) The increase in the standard development of an area. 
2) Political economy is not healthy. 
3) foreign factors, including: damage to the terms of trade, the debt burden, lack of 

foreign aid, and war. 
 
B. The decline in the work ethic and productivity of society. 
This factor is very important in its impact on poverty. Therefore, to raise the work ethic and 
productivity of society should be supported by a good natural resources and human 
resources, as well as health care and education that can be justified with the maximum 
 
C. The cost of the high life. 
Soaring high cost of life in an area is as a result of lack of public interest or income balance. 
Of course poverty is a logical consequence of the reality of the above. This can be caused by 
a lack of skilled labor force and unemployment. 
 
D. Distribution of subsidies in government come less evenly. 
This is in addition complicate the fulfillment of basic needs and security for the poor, also 
indirectly turn off sources of income citizens. Even on the other side of the poor are still 
burdened by state taxes. 
 
As has been mentioned above that poverty is a complex problem that is inseparable from 
the development of mechanisms of social, economic and political force. Ole therefore any 
attempt poverty reduction thoroughly until keakar demanding a review of the problem, so, 
there was no shortcut to mengetaskan this poverty problem. Penanggulanganya could not 
be in a hurry. 
 
Government's commitment to reducing poverty in the medium-term development plan 
which is based on the national poverty reduction strategy (PRSP). Besides co-signed the 
millennium development goals, in his RPJM government has formulated the main objectives 
in mengetaskan poverty. Including ambitious targets to reduce poverty. 
 
Three ways to help pick-up out of poverty is through economic growth, public services and 
government spending. In other words, the strategy of reduction which is effective for the 
city of Bengkulu consists of three components: 
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1. Making economic growth work for the poor. 
2. Creating a social services for the poor. 
3. Making government spending for the poor. 

 
Conclusion  
Poverty in the city of Bengkulu is still a very serious problem for the government of the city 
of Bengkulu . It can be seen from the low income levels of income to the community in the 
city of Bengkulu . Especially the impact of poverty can be seen from the number of children 
who can not continue their education to a higher level so that it can affect the quality and 
productivity of human resources in the community town of Bengkulu . 
 
Suggestion 
To alleviate the problem of poverty in the city of Bengkulu in order to improve the quality of 
human resources in the community , my suggestion is for the government to add jobs that 
can accommodate the workforce so as to reduce poverty in the city of Bengkulu, subsidize 
basic necessities, corruption and mobilize charity program for poor people. 
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Abstract 
The rapid development of the business world as it is today would have to make the 
company to be truly competitive in the face of competition increasingly complex business 
world. Surely Site Factory is one of the most important management decisions as well as 
very careful in planning the factories that produce goods and services. Besides, it is also the 
site selection plant will be devastating for the company's survival in the future. Thus the 
location strategy is something that can not be ignored in the design process. The choice of 
location means avoiding as much as possible and get the location with the most positive 
factors. The fundamental reasons among which the goods sector requires the location to 
carry out production activities is the factory while the services sector needs a place to 
perform activities of service to customers. Selection of the proper location will certainly be 
able to minimize the cost burden that would arise from the investment and operational 
both short term and long term, which will certainly have an impact on improving the 
competitiveness of enterprises. Decision of course location will be very dependent on the 
type of business or enterprise. As for the industrial location decisions, usually starategy used 
is a strategy for meminimlkan costs, while for retail business and professional services are 
used strategy focused on maximizing revenue. The geographical location of a plant will 
affect the economic production system, because many factors that affect the location of 
manufacturing facilities, and more importantly because these locations will affect the 
amount of operating costs or capital costs. As for the choice of location for companies 
engaged in service, site selection strategy is usually determined by a combination of cost 
and speed of delivery. In general, the purpose of site selection strategy is to maximize 
profits for the company's location, method of writing with the study of literature. 
 
Keywords: plant site, cost, quantitative, production. optimal operation. 

Introduction 
The location of the company is a place where the company was doing physical activity. The 
position of the company may differ by location of company, because the position of the 
company is the headquarters of the company's physical activity. In this case the plant site 
selection will determine the survival of the company in the future. Determine the location of 
achievement, an expression which is quite appropriate for all types of activities, as well as 
for business activities in the sectors of goods and services. Selection of the location of the 
plant requires careful consideration. The location greatly affects the risk and the company's 
overall profit. For the selection of plant location, location strategy is to maximize profits 
factories. The options available in locations include: 

a. Do not move, but to expand the existing facilities 
b. Maintain its present location, while adding other facilities elsewhere 
c. Closing the existing facilities and moved to another location 
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Plant site selection is influenced by several factors. These factors are different in practice its 
application for a factory with other factories, according to the product produced. Factors 
affecting the choice of location in terms of the resulting product are as follows: 

a. The primary factors, ie the factors that must be met, if not, then the operation can 
not walk sebagimana properly. 

b. Secondary factors, ie the factors that should be there, if not surgery can still be 
handled by more expensive. 

In general, plant site selection decision is a long-term decision, once hard to be revised, as 
well as having an effect on the fixed and variable costs such as transportation costs, taxes, 
wages and others. In other words the plant site selection is to maximize the benefits of the 
location for the company. 

1. Fundamentals of Planning Location 
There are two main steps that should  be taken in the process of determining the location of 
a plant, the regional or territorial elections in general and the selection based on size of the 
population (Community) and extensive land. Based on the literature review Yamit (1996), 
Wignyosoebroto (1994), and Assauri (1993) there are some common conditions such as the 
following will be taking part (influence) in the process of determining the location of the 
factory, namely: 
a) The location is in a big city (City location) 

• It takes a skilled workforce in large numbers 
• The production process is highly dependent on the facilities that are generally only    

found in big cities such as electricity, gas and other 
• Contact with suppliers close and fast 
• Means of transport and communications easily obtained 
• Many labor issues 
• Expansion difficult and expensive land prices 

b) Location outskirts (suburban location) 

 Semi-skilled or younger female labor is obtained 

 Avoid heavy taxes as well as if the location is located in a big city 

  workforce can stay close to the plant site 

 Plan for plant expansion will be easy to do 

 The population is not so large that many environmental problems do not arise 
c) Location Far outside the city (country location) 

 The land area is indispensable both for the current state and future expansion plans 

 Tax desired lows 

 unskilled workforce in large numbers over the desired 

 Standard relatively lower minimum wage 

 Labor easier to obtain 

 Good for the manufacturing process harmful products 
 
2. Siting Factory 
2.1. Plant Site Selection 
2.1.1. Factors Affecting Plant Site Selection 
Facility site selection becomes increasingly complex with the globalization of the workplace. 
In addition to globalization, there are a number of other factors that influence management 
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decisions in deciding the location. Among them, the productivity of labor, foreign exchange 
and change of attitude towards the industry, labor unions, zoning, pollution, taxes and so 
forth. Besides, it is also worthy to note also the location of the market, the target consumer 
and consumer behavior. Given the rapid development in this era of technology it is today 
that has blurred the boundaries between countries bulkhead has more or less influence the 
market and the behavior of consumers are turning to the electronic shopping (e-Sales). In 
this case of course the plant site selection problem, in fact there will be many factors that 
will affect the plant site selection. 
 
In line with the opinion of Assauri (1993) argues that theoretically all the factors that 
influence the selection of the location of the plant can be separated into two types, namely: 

1. Key Factors in Selection Factory Location 
What is meant by a major factor in this context are the factors that definitely 
needed by all types of industries. As for which is included in the main factors are: 
a) The closeness to the Raw Material Source Location 
b) Proximity to Market Location Products Company 
c) availability of transport facilities 
d) Availability of Labor, and 
e) Availability of Power 

2. Supporting Factors 
The meaning is not the main factor in the choice of plant location are the factors 
that are necessary for a particular type of industry, yet not necessarily required by 
the type of industry to another. Several factors are included in non-primary factors, 
among others: 
a) Plan for future factory 
b) The possibility of expansion of the company 
c) The possibility of expansion of the city 
d) engine service facilities and production equipment 
e) Facilities spending companies 
f) There is a water supply 
g) Housing and other facilities 
h) The cost of land and buildings 
i) Regulation of local government 
j) The attitude of the local community 
k) Climate 
l) The state of the soil 
m) The environmental  
n) waste disposal facility  

 
2.1.2. Factors Affecting Plant Site Selection Oriented Globally 
Along with globalization, then in determining the plant site selection for the company that 
has put its business internationally is not simple. Selecting the location of the facility is 
further complicated by the globalization of the workplace. As globalization occurs due to 
development, 

a) The market economy; 
b) better international communication; 
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c) Travel (air, sea, land) and the transport of goods faster and reliable; 
d) The easy flow of capital between countries; and 
e) The difference in labor costs high 

 
Many companies are now considering will open a factory, just outside their own country. 
Location decision goes beyond national boundaries. Plant site selection decisions which 
already exceeds the state limit, in fact the plant site selection for the company should 
consider several factors to select countries, continue to select the region to choose the 
place. The various factors are as follows: 
1. Decision Selection Location State (Nation) 

a. Political risks faced, the existing regulations, the attitude of the government, as well 
as government incentives 

b. Cultural and economic issues, including the culture of corruption 
c. The location of the market because the products have been created to be absorbed 

by the market so that the sustainability of the company can be assured 
d. Availability of labor, wages, productivity 
e. The availability of supplies, communications, and energy 
f. Currency exchange rate risk 

2. Site Selection Decision Region (Region) 
a. The desire of the company. 
b. Attractive aspects of the region (culture, taxes, climate). 
c. The cost and availability of public services. 
d. Environmental regulations. 
e. Incentives from the government. 
f. Proximity to raw materials and customers. 
g. The cost of land and construction of buildings. 

3. The decision to select a location (site) 
a. The size and cost of the location 
b. Air transportation system, rail, road and sea lanes free. 
c. Border area 
d. Proximity to services / supplies required. 
e. The problems of environmental impact. 

 

2.2. Method - The Site Method  
Although not all companies are aware of and use, some of the scientific method that is 
usually used for planning and determining the location of such businesses, namely: 
1. Method of Rating Factor 

Determining the location of the business this method is done by keeping the following 
steps: 
First, determine and rank the factors that are expected to affect the company's future 
activity. 
Second, after these factors are given due weight in accordance with the level of 
importance. The more important effect of these factors on the company's operations, 
the greater the weight that should be given. Keep in mind that the total weight of all 
factors must be 100%. 
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Third, specify several alternative locations of business, then compare alternative 
bebarapa that location with reference to a predetermined factor. 
Fourth, analyze the possible impact of each factor on each alternative location. A better 
location condition for each factor will be given a higher value. For example in the table 
below, for a market factor, it turns out better than the location 1 location 2, so that a 
higher value is given. 
Fifth, after all factors are compared and all locations have value, multiply each value in 
each location by weight, and then add up the bottom. The location with the highest 
score will be chosen as the location of the company's business. 

 
Table 1 

The Comparison of Factor And Score Weight 

Factor Weight 
Loacation 1 Location 2 

Value B x N Value B x N 

Market 25 100 25 80 20 

Raw material 20 90 18 100 20 

Labor 20 100 20 90 18 

Electricity, water 15 100 15 80 12 

Phone 10 60 6 100 10 

Transportation 5 80 4 100 5 

Expansion 5 100 5 100 5 

amount 100  93  90 

Source: processed data. 

From the Table 1 calculation, we can conclude that the location 1 is more optimal, 
because it has a better total value (value 93) than location 2 (value 90).  

2. Ideal Value Analysis Method 
In general the use of this method is similar to the first method, only using weights to 
differentiate the various alternative locations will be selected. Location with the largest 
total amount of weight that will be chosen as a business location. 

3. Methods of Economic Analysis 
As the name implies, in determining the location of the business, the first method will 
compare the amount of some components of the cost for each alternative business 
location. For example, for labor issues, the location of which one gives the most 
inexpensive cost estimates, as well as for other cost components. The location was also 
write the smallest total cost will be chosen as a business location. Nevertheless, you still 
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have to consider the type and characteristics of each company's business. For tobacco 
companies are generally solid employees, will certainly find a location that most 
components of labor costs are low, because this is the most important component. The 
location could be the total cost is not the most inexpensive, but still chosen, because 
considerations of labor. 

4. Volume Cost Analysis Method (Quantitative) 
This approach analyzes on fixed costs and variable costs for each alternative location to 
create relationships between cost and volume of activity / production. This method is 
highly dependent on the size of the production volume to be produced economically, 
will have an impact on the variable production costs. Determining the location of the 
most economical for the production volume of 10,000 units, as the equation below: 
 
TC = Total cost 
Q = Quantity 
FC = Fixed Cost 
VC = variable cost 
TC = FC + (VC x Q) 

Table 2 
Estimated Cost 

Location Fixed Cost Variable Cost Quantity Total Cost 

1 320.000 15 10.000 470.000 

2 250.000 20 10.000 450.000 

3 200.000 30 10.000 500.000 

 Source: processed data. 

When only pay attention to the example in the Table 2, in which the volume of production is 
only 10,000 units, it is the best location for the business is the 2nd location, but if the 
production are used to draw the cost of production at each location, then the decision 
determining the location will be different for the production of different volumes. Consider 
the following picture by way of varying the volume of production alternatives (assuming the 
fixed and variable costs are the same as in the table 2), the image production costs for each 
alternative business location can be made as shown in the figure 1. 
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 Source: processed data 
Figure 1 

 
Noted that when the production volume of 0 to 5000 (5), the cheapest is the best 
location and the location 3 (the bottom line). Furthermore, if the company's production 
volume reached 5,000 up to 14,000, the best location for the company is the second 
location, and if the production volume of more than 14,000, then the best business 
location is the first location. 

5. Method Graffiti Center (grid) 
This method is used to determine the location of the business by utilizing the 
geographical location of the market owned. General measures are necessary in the use 
of this method are: 
First, determine the markets to be served and specify the value of the needs of each of 
these markets. Second, find the coordinates of the market that will be served on the 
geographical map. Third, enter the data needs and coordinate market last goal in the 
formulation below to get the coordinates of the location of the business. 

 
Formulation Business Optimal location coordinates are: 

𝑥 =
Ʃ Xi .Vi

Ʃ Vi
     𝑌 =

Ʃ Yi .Vi

Ʃ Vi
  

Where : 
Vi. : Product Needs In A Regional 
Xi  : Coordinates A Place In The X axis 
Yi  : Coordinates A Place On the Y axis 

 
For more details, see the following picture: 
For example, the need in the city of A, B, C, D, is 20, 10, 15 and 30 units. Coordinate 
those cities. 
 

A
xi

s 
Ti

tl
e

Chart Title

Location 3

Location2

Location1
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Source: processed data. 

Figure 2 
 

 
 
 
 
From the above data and maps, location coordinates can be calculated effort should be 
chosen, namely: 
 

𝑥 =
Ʃ Xi .Vi

Ʃ Vi
    =

10(20)+ 18(30)+ 30(15)+ 22(10)

20+30+15+10
 = 18,8˚ 

𝑌 =
Ʃ Xi .Vi

Ʃ Vi
    =

12(20) +  6(30)+ 18(15)+ 24(10)

20+30+15+10
 = 12,4˚ 

 
So the suggested location is located in an area with coordinates 18,8˚ and 12,4˚ 
(asterisks, near the town / market D). 

6. Methods of Transportation 
This method describes the determination of the location of the business by utilizing the 
most optimal allocation of delivery of the business location to be established, to the 
market that will be addressed, with the help of transport. 
 

2.3. Siting 
Once the location is selected, then the company must determine how the plant will be 
established. Various factors need to be considered for site selection include: 

a. Soil should be dry and strong enough to support the building 
b. Have security and fire protection Good 
c. When the factory smoke, then it should be pretty much wind carries the smoke out 

of residential areas 
d. Close to public transportation 
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e. Enough available area for the current building, expansion, and employee parking 
vehicles. 

 
2.4. Qualitative Methods – Quantitative 
To assess qualitatively good or bad an area to place the plant in relation to the factors 
contained in the surveyed area so that local circumstances can be compared with each 
other. 

Table 3 
A Qualitative Assessment of An Area To Place The Plant Factory 

 

FACTOR 
REGIONAL 

A B C D 

Society B B S K 

- Raw material B K B S 

- Labor B S K B 

Transportation K K B B 

Market S K S K 

Source: processed data. 

Description of Table 3: 
B = Good 
S = Medium 
K = Less 
If calculated from the table, it will get the following data: 
B  =  1B, 1S, 3K 
C  =  2B, 2S, 1K 
D  =  2B, 1S, 2K 
If we use a simple quantitative (dengam score points / score) where B is worth 10, S worth 
5, and K is 1, then: 
A  =  30 +   5 + 1  =  36 
B  =  10 +   5 + 3  =  18 
C  =  20 + 10 + 1  =  31 
D  =  20 +   5 + 2  =  27 
By using qualitative methods, then A and C are considered as the plant site, and 
qualitatively, the location A Preferred 
 
4. Conclusions 
 Based on the description above the plant site selection, can we realize the 
importance of selecting the right location for the company, considering the plant location 
can determine the success or failure of efforts by the company as an important element in 
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determining the income or the costs of the company. The accuracy of site selection will 
affect the competitiveness and viability of the company itself. Various factors must be 
considered in determining the location of the factory. As for the company will open a 
factory operating in a global world there are several factors to be considered the team to 
choose a country, region or place for the operations of the company. 
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ABSTRACT 

 

The aim of this study was to determine the influence of the image of the Tes Lake against 

tourists visiting the province of Bengkulu. In this study used two tools of analysis, 

quantitative and qualitative analysis. Quantitative analysis using multiple linear regression 

with the variables appeal (X1), facilities (X2),  infrastructure (X3) and qualitative analysis. 

From the calculation using multiple linear regression analysis found that a = - 4.155, b1 = 

0.528, b2 = b3 = 0.435 and 0.329, the obtained multiple linear regression equation Y = - 

4.155 + 0.528 X1 + 0.435 X2 + 0.329 X3 .. In the test -t, produced t count > t table, where t 

appeal implanted at 5.212, t arithmetic means of 5.145 and 3.378 for infrastructure t count 

> t-table 1.66. When test-F, produced by F count> F table, which amounted to 48.717 F 

count> F table at 2.70. This means that the image of Tes Lake appeal tests with variable, 

facilities and infrastructure significant effect on tourist arrivals to the province of Bengkulu. 

With the t-test, indicated that the partial image variables destinations Tes Lake positively 

affect tourist arrivals to the province of Bengkulu. 

 Keywords: Citra Destinations, Appeal, Facilities, Infrastructure, Travelers, Lake 

INTRODUCTION 
Background 

Realizing the economic benefits inherent in tourism, boosting demand for the conduct of 

business development of tourism, both from the center and from the area. For a tourism 

region develop aims to direct and develop the economic values caused by the traffic of 

people who travel for tourism purposes. The development of tourism which is aimed at 

improving the tourism became the leading sectors were able to promote economic activity 

and other sectors related to employment, public revenues, local revenues and state revenue 

and foreign exchange income can be increased through the efforts of the development and 

utilization of the potential of national tourism. Thus the tourism sector is one sector that is 

expected by the government as a source of foreign exchange earnings. 

World Trade Organization (WTO) recorded an average growth of world tourism, during 

2000-2010, reaching 4.2%, and Asia experienced the highest growth rate of around 7% 

(WTO, 2005). Therefore, it is not surprising whenever tourism becomes a tool for increasing 

foreign exchange earnings, opening business opportunities and create jobs. Some 

mailto:syamsulhuda220954@yahoo.com
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industrialized countries also reposition its economy, from brand-based economy into 

experience economy. Image-based economy is a productive economic activities that effect 

engagement. Activities such as diving, skiing, dogsledding, hot-air ballooning, whale kissing, 

snorkeling, are examples of activities.  All of these activities is the modern tourism package 

that is able to increase employment. Much higher than the rate of employment growth in 

the services sector (2.7%) and manufacturing (0.5%). 

World Travel & Tourism Council (WTTC) also illustrates that tourism will become a mega 

industry and a major driver of the economy in the 21st century. WTTC prediction says that 

tourism will be able to move the mobility of international travelers to 850 million tourists 

worldwide (Christianto, 2001). 

The problem is, tourism is an industry which is highly sensitive to external issues, that 

Indonesia is an unsafe destination makes tourists reluctant to visit. Realizing the importance 

of the tourism industry in the economy, every country strives to provide the best service to 

tourists. The impact, the market for this increasingly competitive industry. To get a position 

as a market leader, through the communication channels can be empowered (Andreassen & 

Lindestad, 1998). The purpose of these activities is to build a strong image in order to 

produce the strong appeal of a destination. Therefore, when the tourists assess and 

evaluate destinations, the perception of the destination is a key component to make a visit / 

no. That is, the image formation process is a very critical stage for tourists (Gartner, 1996). 

Consequently, the image of the destinations will play an important role, both in attracting 

tourists or hold (Andreassen & Lindestad, 1998). 

The marketing concept states that the key to achieving the goal of a business is determining 

the needs and wants of target markets and provide the expected satisfaction effectively and 

efficiently than competitors. In the marketing concept, there are four main pillars, namely: 

(a) the focus of the market, (b) customer orientation, (c) coordinated marketing, (d) Ability-

profit. In practice the four pillars held together (Kotler, 2000). 

Orientation directed at the tourists at this time is very relevant, because this is necessary 

because of the competition among employers who manage tourist activity becomes more 

intense, rapid technological advances, and the global marketing activities. 

With reference to the orientation towards tourists, the objectives to be achieved is to satisfy 

the customer, in terms of ink is the satisfaction of tourists. Dimensional origin of tourists are 

being targeted, travelers are grouped into groups of new tourists and tourist groups again. 

Melohat dimensions of costs, attract new travelers greater costs of maintaining a long tour, 

therefore, retain the loyalty of tourists are preferred, in addition to looking for new 

travelers. Tourists retain key lies in the satisfaction of tourists when visiting a destination. 

Customer satisfaction in service industries is influenced by the quality of the interaction 
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between the customers and the employees who perform these services contact (Kotler, 

2000). 

There are two main points, namely services related to tourist expectations for quality of 

service (expented quality) and traveler's perception on the quality of service at the time of 

receiving the service (experiented / pereived quait). Travelers assess a service received by 

comparing it to what is expected or desired. 

Knowing the difference between expectations and reality desires of tourists is a way to 

determine the satisfaction or dissatisfaction of travelers. Tourist satisfaction occurs when 

there is a fit between the expectations of desire and reality are obtained, but when 

expectations do not match reality, then that arises is the dissatisfaction of travelers. The 

incidence of dissatisfaction caused by several things (Alma, 2011), among others: (1) does 

not match expectations with reality, (2) the service during the process of enjoying the 

services is not appropriate, (3) the behavior of personnel is not satisfactory, (4) the 

atmosphere and londisi physical environment does not support, (5) the cost is too high, 

because the distance is too far, a lot of wasted time and price is not appropriate, (6) the 

promotion / advertising too high, do not correspond to reality. 

Before a person to travel, to be sure they are driven by the motivation to do the tour. 

Motivation is very fundamental in the study of the tourist and tourism, because motivation 

is the "trigger" of the tour. Internal motivation which is the driving factor of a tourist myself, 

and the next motivation is external motivation is a pull factor derived from the attributes of 

a destination. A person's decision to travel is influenced by the strength of the push factors 

(push factor) and pull factors (pull factor). 

The driving factors are generally social-psychological, or a specific person motivation, while 

the pull factor is destination-specific attributes. With the driving factor, then someone 

wants to travel, but it is not clear the area / country that will be addressed. Basically 

someone traveling motivated by several things, motivations can be grouped into four major 

groups as follows: (1) the motivation of a physical nature, among others for relaxation, 

health, kenyamananm participate in sporting activities, recreation and so on, (2 ) wishes to 

know the culture, customs, traditions and other local arts, (3) the motivation of a social 

nature, such as visiting friends and family, meet partners, to do things that bring prestige 

(prestige), make the pilgrimage,(4) the motivation in the region / other destinations 

someone will be able to escape from the humdrum daily routine and give psychological 

satisfaction, (5) the motivation of self-actualization, (6) motivation of security (Frankl, 2013). 

The attractiveness of a destination it is subjective. People have their own viewpoint 

associated with beauty and appeal of destinations. Despite a destination appeal, there are 

some things that need to be considered when determining the precise destination to be 

visited. It is not merely associated with the location, but also other things related or located 
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around the tourist sites. In choosing a destination, tourists need to consider several things, 

among others; easy access to visit a destination, close to the hotel or a place to stay, typical 

cuisine of a region, a souvenir as a memento of a visit, the appeal of the culture and 

customs of the community. 

Bengkulu Province is one area that has quite a lot of tourist destinations, natural potential, 

maritime, history and culture, can be developed in the tourism industry. It is a treasure of 

inexhaustible and potentially create jobs and generate foreign exchange.Geographically, 

Bengkulu province longitudinally parallel to the Bukit Barisan mountains can be developed 

nature tourism, marine tourism, historical tourism, and cultural tourism. Most of Bengkulu 

area is still covered tropical forests with rare flora and fauna species in it sssperti orchids, 

flowers kibut, raflesia, tigers, elephants, rhinoceros. In the eastern part of the plateau and 

mountains with cool air and has a variety of natural phenomena of unique and interesting 

as volcanic craters that can be approached, natural hot springs, waterfalls, lakes, ponds 

seven colors also became the center of vegetables and fruits as well as a tea plantation , In 

the western part of Bengkulu is lowland with sand covered with pine along the 525 

kilometer sea and ocean waters are small islands like the Tikus island, Mego island, Dua 

islands, and Enggano island  

Tourism in the district Lebong can not be said to be adequate. It can be seen from the low 

level of domestic and foreign tourists visit. This is due to lack of facilities and infrastructure 

that support the tourism industry in Lebong district, before the tourism travel agency, not 

the package tour activities, lack of shopping malls and the limited means of the existing 

hospitality. This condition would have an influence on the development and advancement 

of tourism in the district Lebong fore. Lebong tourist destinations in the district of which 

have long dokenal is a Tes lake, while the new one is opened and introduced Picung lakes, 

hot springs, hole glasses, and lake seven colors 

Tourists visiting attractions Tes Lake in Lebong district is still lacking. To follow up and 

promote the development of local, regional government indispensable role. With 

dikembangkanya it will be interesting attractions for tourists to visit and enjoy the beauty of 

theTes lake. 

Likewise, tourism, tourist reception was good for a promotion and also the assessment of a 

regional tourism. If the assessment tourists to attractions is good, then it will tend to back 

and promote the attraction to friends or family, and vice versa if the tourist visits to 

attractions is not good, then in addition they will not come back, they will also tend to give 

opinions will affect someone not to come to the tourist attraction. 

Based on the description in advance, then the problem is how much influence the 

attractiveness of tourist destinations, facilities and infrastructure of tourist attractions to 

visit in the Tes lake Lebong district. 
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LITERATURE REVIEW 
Understanding Tourism 
Tourism is a journey that is done for the time being organized from someone else in order 

not to try (business) or mencaru living in the places visited, but simply enjoy the trip to meet 

the needs or desires manifold (Yoeti, 2002). Tourism is a trip to a place far from home or 

temporary residence to enjoy the attractions and tourist attraction with non-commercial 

purposes with a variety of interests and not for a living, in which there is interaction 

between tourists, businessmen, and government. 

From the definition of tourism, there are several important factors that characterize from 

tourism (Yoeti, 2002), namely: (1) traveling done for a while, (2) .traveling carried from one 

place to another, (3) traveling it is, whatever it should always be associated with sightseeing 

or recreation, (4) traveling is not making a living in the places he visited and solely as a 

consumer at the site. 

Tourism is an industry that is extremely sensitive to issues of internal and external, where 

tourists visit a destination is influenced by factors brbagai. Among the many reasons why 

tourists visit a destination such easy access, close to places to stay, the culinary mainstay of 

an area, availability of souvenirs, and cultural communities of interest (Setiyadi, 2014). 

Selection of destination is not solely about the location, but the other aspects that need to 

be considered, as this is to determine the time and cost requirements for traveling and 

excursions 

Destination Image 
The process of image formation destination as the development of mental constructions 

based on some impressions look sourced from promotional literature (tourist brochures, 

posters), opinions of others (family / friends, travel agencies) and general media 

(newspapers, magazines, television, books, film). In addition to visiting the destination, the 

image will be affected and modified based on the first information and experience. Effect of 

different sources of information and its role in shaping the image of the destination in the 

seven phases of the travel experience: 

1. The accumulation of mental images about holiday experiences 

2. Modify the image with further information 

3. The decision to travel holiday 

4. Travel to destination 

5. Participation in the destination 

6. Back to home 

7. Improved image based holiday experience 
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Destination image formation process has two important points. First, it shows that 

individuals can have the image of the destination, even if they have never seen or have not 

even been informed commercially. In designing a marketing strategy, it would be useful to 

measure the strengths, weaknesses, accuracy, inaccuracy existing destination image, to 

design an effective promotion strategy. Secondly, because there is a change in the 

destination image before and after the visit, it is necessary to do the measurement, 

monitoring and control of the people who have a sense of the visit, the concept of 

destination image, perception and image of the product. 

The image itself is defined as "the set of beliefs, ideas, and impressions regarding a persons 

holds an object. People's attitudes and actions toward an object are highly conditioned by 

that object's image "(Kotler, 2000). Davidoff & Davidoff (1994) stated its image as "a mental 

picture of tourists to the company or product". Not much different, Malhotra (1999: 89) 

defines image as "traveler's perception of the company and its products". In the sense that 

much easier. The image is a picture-overall impression created in the mind of tourists 

(LeBlanc & Nguyen, 1996). 

Viewed from the perspective of the psychology of communication, the image is a mental 

shortcut (mental shortcuts) to overcome human nature tends to be cognitive missers. 

Humans tend to be stingy in using cognitive process. Therefore, humans have mental 

limitations to deal with complex matters. As a result, the image of destinations in Indonesia 

were "not safe" will produce a hallo effect on tourists consideration in choosing a 

destination in Indonesia (Andreassen & Lindestad, 1998). Overall, the rating considers that 

Indonesia is a tourist destination that is not interesting, not worthy of consideration. 

LeBlanc & Nguyen, 1996), suggesting the image has two main components: functional and 

emotional. Functional components associated with the characteristics of the visible 

(tangible) are easily measured by tourists, while the emotional component associated with 

psychological dimensions manifested in feelings and attitudes toward a destination. These 

feelings derived from individual experience of tourists to destination and from the 

processing of information on the attributes that form the basis of a functional indicator 

image. 

Thus, the image of the destination is the result of a collection of processes that made 

tourists in comparing and contrasting attributes destinations. Therefore, the image of the 

destination must always be preserved and maintained (Davidoff & Davidoff, 1994). Similarly, 

Witt and Moutinho (1994: 338) states that the image together with: price, accessibility, 

destination Attractions, and destination facilities is an essential component of a tourist 

product. Image of the destination is the decisive factor (decisive factor) in influencing the 

choice of a vacation spot (Seaton & Bennett, 1996: 363).   
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The decision to go to a destination is a function of two factors, namely: the intention of 

purchasing and environmental influences and / or individual differences (Engel et. Al., 1995). 

Furthermore, the behavior-decision process does not stop so tourists decide to choose a 

destination. Travelers will conduct post-purchase evaluation form is: to compare the 

performance of destinations based on the hope that he or she wants. Post-purchase 

evaluation results are satisfaction or dissatisfaction. Thus satisfaction can be defined as the 

evaluation after consumption that an alternative destination chosen at least meet / exceed 

expectations (Engel et. Al., 1995). 

The emergence of satisfaction / dissatisfaction will further influence the behavior of 

tourists. Travelers who satisfied will develop a supportive attitude destinations. Conversely, 

dissatisfied will develop an attitude does not favor destinations (Zeithaml & Bitner, 1996). 

The existence of satisfaction will establish tourist loyalty. In contrast, the discontent led to: 

complaints, negative verbal communication, and attempts to claim damages. Thus the 

dissatisfaction is the result of the expectation confirmed negatively (Engel, et. Al., 1995). 

Cronin and Taylor (1992) shows that customer satisfaction has a significant effect on the 

"purchase intentions". Other researchers also identified that customer satisfaction has a 

positive influence on "beharioral intention" (Barsky, 1992; Fornell et. Al., 1996). 

A positive image should be developed by each organization, because the positive image 

means: help tourists see product features enterprise.And develop relationships that make 

tourists feel special and valued as a person (Macaulay & Cook, 1996: 13). A positive 

corporate image can be used by tourists as "a surrogate cue in their decision-making 

processes" (Naumann & giel, 1995). For example, tourists may not be able to evaluate the 

product and service attributes. But tourists can evaluate the image of a company and 

transferring the image to a specific product. Because the image is the reality that is relied 

upon by tourists when making a choice (Engel et. Al., 1995: 256). In addition, a positive 

image of the destination that can increase or cover the lack of service (Grönroos, 1990). 

Conversely, a negative image will exacerbate the perceived service. This caused a positive 

image will be a "buffer" against poor service (Zeithaml & Bitner, 1996). The inherent 

characteristics of the product causing tourism tourists do not have a chance to do a "pre-

test" to a destination. The evaluation of the attributes of destination is a function of the 

image of a tourist destination in itself. 

Destination image is a manifestation of the expectations of tourists, so that the image can 

influence the perception of tourists. Including influencing tourist satisfaction. A positive 

image of a tourist destination will be a buffer against shortages destinations and vice versa. 

A positive image of a destination plays an important role in "attracting and retaining 

tourist". Thus, the image of the destination should be managed professionally. 
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Infrastructures Attractions 

Means is anything that can be used as a tool in achieving the aims and objectives (major 

Indonesian Dictionary, 2001). In tourist visits, means of attraction is a very dominant factor, 

in which the one with the other complementary. Attempts to create more tourists come, 

longer stays and more spending money in places he visited, it means a very important role. 

Means attractions can be divided into three, namely: (1) facilities principal attractions, 

which are companies whose livelihood is highly dependent on tourist traffic, such as hotels 

and other accommodation, travel agencies, and transportation. (2) facilities complementary 

attractions, the facilities that complement the basic facilities such as sports facilities. (3) 

supporting facilities attractions, the tourist facilities needed to be able to spend more 

money in the places he visited as restaurant, bar and gift shop purchases. 

Infrastructure is the main support the implementation of a process (large Indonesian 

dictionary, 2001). Yoeti (2002) states that infrastructure is a facility that enables all 

economic processes can be run in such a way so as to enable people to meet their needs. 

Infrastructure functions is to complement the attraction means so as to provide proper 

care. Attraction infrastructure is divided into two, namely: (1) general infrastructure, namely 

infrastructure concerning general requirements for the smooth running of the economy 

such as clean water, electricity, roads, airports, seaports, terminals, and 

telecommunications. (2) need of many communities, namely infrastructure such as 

hospitals, pharmacies, banks, gas stations, police. 

Travelers visit 
People who conduct their business and travel in order to meet new needs, given effect in 

economic life, not only for the life of the local economy, but will also affect the economy of 

a country. For a country, the tourist traffic it was found to be that not a little, and even a 

primary income exceeds the export of raw materials produced by the country. So the 

purpose of tourism development of a country is to direct and develop the economic values 

caused by the traffic of people who travel for tourism purposes (Yoeti, 2002). 

Types of tourist visits are: (1) travel to enjoy the trip (pleasure tourism) which is a type of 

tourism that nebyangkut many proposals that are different because of the different levels of 

satisfaction  accordance with the character, taste, walks of life, as well as the respective 

character individual, (2) travel for recreation (recreation tourism) which is a type of tourism 

that is done by people who want to take advantage of a day off to rest and recover physical 

fitness and spiritual, (3) travel for culture (cultural tourism) is the type of tourism that is 

characterized by a series of motivations such as the desire to learn a custom, to visit 

historical monuments, art centers, religious centers, or participate in the festival art, (4) 

travel sport (sport tourism) which is a type of tourism for: a) tourism major sports, such as 

the Olympic games, sea games, asean games, b) tourism sport for those who train or sport 

own, (5) travel for business affairs (business tourism) is in the form of travel professionals 
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because nothing to do with job or position that does not give the option to the culprit, good 

choice of tourist destinations and the choice of travel time, (6) tourism for the purpose of 

the conference (conference tourism) is a travel to attend a conference such as the Asian-

African conference.     

RESEARCH METHODS 
Nature Research 
The nature of the research is a survey research, the research took samples from a 

population and use questioner as the main data collection tool. (Singarimbun and Sofyan 

Efendi, 1999: 3) is a travel to attend a conference such as the Asian-African conference and 

the ASEAN conference.  

Types and Sources of Data 
Data used in this study are primary data and secondary data: 
1. Primary Data 

Is data obtained directly from the object of research, data that has not been processed, 
retrieved from the data that is needed in the analysis, and then processed directly. 

2. Secondary Data 
Is the data that has been collected by data collectors and public institutions to the 
community of data users. Secondary data in the form of brochures, books, magazines, 
literature and the company reports. 

 
Sources of data 
1. Literature study 

Namely a study by studying literature-literature and other data sources related to the 

problems being observed in order to support the theoretical basis and as a frame of 

mind in analyzing the data. 

2. Field studies 
A study by collecting data directly from the source of the object under study. 

Population and Sample 

The population in this study is neliputi all visitors who are in the attraction of the Tes lake 

Lebong district. Bengkulu Province. Samples are as many as 100 respondents who visited 

attraction Tes lake district Lebong 

Sampling Techniques 
Technique of determining the sample in this study is incidental sampling, the sampling is 

done on tourists who visited attraction Tes lake Lebong district. at the time of the study 

(Supranto, 2002: 9) 

Scale Score Collection 
The scores of the answers given using a Likert scale (Singarimbun, 1999: 34), namely: 



                                                      Transforming Business in Emerging Markets 
 

359 
 

1. Strongly Agree rated 5 
2. Agree rated 4 
3. Neutral rated 3 
4. Disagree rated 2 
5. Strongly Disagree rated 1 
 
Analysis Method 
The method of analysis used in the study are: 

1. Qualitative Analysis, which analyzes not shaped figures which made interpretation 
of the data which formed a qualitative descriptive. Descriptive method is a method 
for collecting data and parse them thoroughly and carefully in accordance with the 
problems to be solved based on the problem formulation. This qualitative 
descriptive study aimed to elaborate on how the effect of the appeal, facilities and 
attractions lake test infrastructure to tourist visits. 

2. Quantitative Analysis, a method of analysis based on mathematical calculations 
using statistical methods. 
The steps of the calculation as follows: 
a. Multiple Linear Regression Analysis 
To determine the influence of attractiveness variables appeal (X1), facilities (X2), 
infrastructure (X3) of the tourist visits (Y) using the formula: 

Y = a + b1X1 + b2X2  + b3X3 
Description : 
Y = Tourist arrivals 
a = constant 
b1 = regression coefficient X1 
b2 = coefficient of regression X2 
b3 = Regression Coefficients X3 
X1 = The appeal 
X2 = Saranna 
X3 = Prasaranna 
b. Hypothesis Testing 

1). t- test 
2). F-test 

RESULTS AND DISCUSSION 
Characteristics of Respondents 
Respondents in this study were  100 tourists who were visited  to Tes lake. Characteristics of 
the respondents are: 
Judging from the gender of the respondents, the majority of tourist were male (68%) and 
32% are women. 

Table 1. Characteristics of Respondents by Gender 
 

No Gender Amount Percentage 

1. 
2. 

Man 
Female 

68 
32 

68 
32 

 Amount 100 100 

Source: Research Findings, 2014 
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Judging from the level of the respondent's age, the majority of respondents were aged 21-
25 years (27%) and aged 26-30 years (25%), 

 
Table 2. Characteristics of Respondents by Age Level 

No Gender Amount Percentage 

1. 
2. 
3. 
4. 
5. 

15-20 years 
21-25 years 

26 – 30 years 
31 – 40 years 

>41 years 

23 
27 
25 
14 
11 

23 
27 
 25 
14 
11 

 Amount 100 100 

Source: Research Findings, 2014 
 
Judging from the type of occupation, the majority of respondents servant / army / police 
(30%) and students (18%). 
 

Table 3. Characteristics of Respondents by Type of Work 

No Type of work Amount Percentage 

1. 
2. 
3. 
4 
5 
6 

Servant / Army / Police 
teacher 
private 
learner 
student 
other 

30 
12 
16 
18 
16 
8 

30 
12 
16  
18  
16 
8 

 Amount 100 100 

Source: Research Findings, 2014 
 
Judging from the frequency of visits to respondents, the majority of respondents did visit 
between 1 times to 2 times to the attraction of the lake test. 
 

Table 4. Characteristics of Respondents Based on Frequency Visits 

No Frequency of Visits Amount Percentage 

1. 
2. 
3. 
4 

<2 times 
3-5 times 
6-8 times 
> 9 times 

59 
24 
10 
7 

59 
24 
10 
7  

 Amount 100 100 

Source: Research Findings, 2014 
  
In Table 5 it can be seen that on the question of whether you agree that the test lake is an 
interesting tourist attraction, respondents to the appeal, as much as 52% agree, strongly 
agree as much as 35%, 7% neutral, and disagree as much as 6% 
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Table 5. Respondents to the question of whether you agree 

Test that the lake is an interesting tourist attraction 
 

No Respondents Amount Percentage 

1. 
2. 
3. 
4 
5 

Strongly agree 
agree 
neutral 
Disagree 
Strongly disagree 

35 
52 
7 
6 
0 

35 
52 
7 
6  
0 

 Amount 100 100 

Source: Research Findings, 2014 
 
 In Table 6 it can be seen that of your kin questions that appeal Tests lakes can make the 
tourists affect other people visiting the lake Tests, respondents to the appeal, agree as much 
as 53%, 23% neutral, 19% strongly agree and disagree 5% 

 
Table 6. Respondents to the question of your kin that the attractiveness of the lake Tests 

tourists can make affect other people visiting the lake Tests 
 

No Respondents Amount Percentage 

1. 
2. 
3. 
4 
5 

Strongly agree 
agree 
neutral 
Disagree 
Strongly disagree 

19 
53 
23 
5 
0 

19 
53 
23 
5  
0 

 Amount 100 100 

Source: Research Findings, 2014 
 
Table 7 shows that of your kin question that has been done on the lake testing facility 
improvement, respondents to the appeal, as much as 51% agree, 19% disagree, 18% 
neutral, as much as 9% strongly agree and strongly disagree as much as 3% 
 

Table 7. Respondents to the question of your kin that improvements have been made in 
the lake test facility   

No Respondents Amount Percentage 

1. 
2. 
3. 
4 
5 

Strongly agree 
agree 
neutral 
Disagree 
Strongly disagree 

9 
51 
18 
19 
3 

9 
51 
18 
19 
3 

 Amount 100 100 

Source: Research Findings, 2014 
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Respondents Against Variable Means 
In the table below are the responses of respondents on the question of whether you agree 
that transportation to and from the lake test has been smoothly? against, in which 52% of 
respondents agreed, 26% of respondents strongly agreed, 12% disagree, and 4% stated 
strongly disagree. 
 

Table 8. Respondents to the question of whether you agree 
that the means of transportation to and from the lake test has been smoothly 

 

No Respondents Amount Percentage 

1. 
2. 
3. 
4 
5 

Strongly agree 
agree 
neutral 
Disagree 
Strongly disagree 

26 
52 
6 

12 
4 

26 
52 
6 

12 
4 

 Amount 100 100 

Source: Research Findings, 2014 
 
In the table below are the responses of respondents on the question of whether you agree 
that the hospitality facilities around the lake testing sufficient? against, in which 51% of 
respondents agreed, 24% of respondents replied neutral, 18% disagree, 6% answered 
disagree dan1% stated strongly disagree 
  

Table 9. Respondents to the question of whether you agree 
that means hospitality around the lake testing sufficient 

 

No Respondents Amount Percentage 

1. 
2. 
3. 
4 
5 

Strongly agree 
agree 
neutral 
Disagree 
Strongly disagree 

6 
51 
24 
18 
1 

6 
51 
24 
18 
1 

 Amount 100 100 

Source: Research Findings, 2014 
 
The following table is a responder on the question of whether you agree that the restaurant 
facilities around the lake testing sufficient? against, in which 59% of respondents agreed, 
17% of respondents strongly agree 13% expressed a neutral, 6% dan1% stated strongly 
disagree 
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Table 10. Respondents to the question of whether you agree 
that means eating houses around the lake testing sufficient 

 

No Respondents Amount Percentage 

1. 
2. 
3. 
4 
5 

Strongly agree 
agree 
neutral 
Disagree 
Strongly disagree 

17 
59 
13 
10 
1 

17 
59 
13 
10 
1 

 Amount 100 100 

Source: Research Findings, 2014 
 
Respondents Against Variable Infrastructure 
In the table below are the respondents to the question of whether you agree that the 
telecommunications infrastructure is adequate, where 58% of respondents agreed, 18% of 
respondents replied neutral, 17% disagree, 5% stated strongly disagree, and 2% said 
strongly agree 

Table 11. Respondents to the question of whether you agree 
that the telecommunication infrastructure is adequate 

No Respondents Amount Percentage 

1. 
2. 
3. 
4 
5 

Strongly agree 
agree 
neutral 
Disagree 
Strongly disagree 

2 
58 
18 
17 
5 

2 
58 
18 
17 
5 

 Amount 100 100 

Source: Research Findings, 2014 
 
The following table is the respondents to the question of whether you agree that the 
infrastructure is adequate highway, where 54% of respondents agreed, 29% of respondents 
replied neutral, 10% disagree, 5% stated strongly disagree, and 2% said strongly agree 

 
Table 12. Respondents to the question of whether you agree 

that highway infrastructure is adequate 
 

No Respondents Amount Percentage 

1. 
2. 
3. 
4 
5 

Strongly agree 
agree 
neutral 
Disagree 
Strongly disagree 

2 
54 
29 
10 
5 

2 
54 
29 
10 
5 

 Amount 100 100 

Source: Research Findings, 2014 
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The following table is the respondents to the question of whether you agree that highway 
infrastructure is adequate, with 64% of respondents agreed, 12% of respondents replied 
neutral, 9% do not agree, 8% said strongly agree and 7% stated strongly disagree 
 

Table 13. Respondents to the question of whether you agree 
that highway infrastructure is adequate 

 

No Respondents Amount Percentage 

1. 
2. 
3. 
4 
5 

Strongly agree 
agree 
neutral 
Disagree 
Strongly disagree 

8 
64 
12 
9 
7 

8 
64 
12 
9 
7 

 Amount 100 100 

Source: Research Findings, 2014 
 
 
 
Respondents Against Visits Travelers 
In Table XIV illustrates the respondents to question your kin with an increase in the 
attractiveness of tourist destinations can increase tourist visits. Respondents who agree as 
much as 46%, which is expressed strongly agree 26%, which declared neutral as much as 
16%, which is 10% disagree, and strongly disagree 2%. 
 

Table 14. Respondents to question your kin with an increase in the attractiveness of 
tourist destinations can increase tourist visits 

 

No Respondents Amount Percentage 

1. 
2. 
3. 
4 
5 

Strongly agree 
agree 
neutral 
Disagree 
Strongly disagree 

26 
46 
16 
10 
2 

26 
46 
16 
10 
2 

 Amount 100 100 

Source: Research Findings, 2014 
 
Table 15 illustrates the respondents to question you if you agree with improved means of 
attraction can increase tourist visits ?. Respondents who agree as much as 51%, which 
disagree as much as 34%, which declared neutral as much as 11%, which is expressed 
strongly agree 4%, and strongly disagree 0%. 
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Table 15. Respondents to question your kin with increased means attraction can increase 
tourist visits 

 

No Respondents Amount Percentage 

1. 
2. 
3. 
4 
5 

Strongly agree 
agree 
neutral 
Disagree 
Strongly disagree 

4 
51 
11 
34 
0 

4 
51 
11 
34 
0 

 Amount 100 100 

Source: Research Findings, 2014 
 
Table XVI illustrates the respondents to question you if you agree with the increase in 
infrastructure can improve the attraction of tourists visit ?. Respondents who agree as much 
as 45%, which disagree as much as 26%, which declared neutral as much as 15%, which is 
expressed strongly disagree 9%, and strongly agree 5%. 
 
Table 16. Respondents to question your kin with improved infrastructure can improve the 

attraction of tourists visit 
 

No Respondents Amount Percentage 

1. 
2. 
3. 
4 
5 

Strongly agree 
agree 
neutral 
Disagree 
Strongly disagree 

5 
45 
15 
26 
9 

5 
45 
15 
26 
9 

 Amount 100 100 

Source: Research Findings, 2014 
 
Multiple Linear Regression Analysis 
To analyze the data attractiveness, facilities and infrastructure for tourist visits used 
multiple linear regression analysis and the obtained results: 
 a = -4,155 
 b1 = 0,528 
 b2 = 0,435 
 b2 = 0,329 
The importance of the multiple linear regression equation 

 
 Y = - 1,155+ 0,528 X1 + 0,435 X2 + 0,329 X3  

 
It can be seen from the equation regression coefficient value appeal, facilities and 
infrastructure respectively 0.528, 0.435 and 0.329. This means that the attractiveness, 
infrastructure has a positive effect on tourist arrivals in the attraction of the lake Tests 
Lebong 
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T-test 
From the calculation and after comparison between t table with t count, it will indicate that 
t appeal 5.212 greater than t table 1.671, t means 5.145 greater than t table 1.671 and t 
infrastructure 3.379 greater than t table 1.671 , then this means that the null hypothesis 
(H0) is rejected and Ha accepted. Means a partial appeal, means and pasarana affect the 
attraction of tourists visiting the lake tests, can be verified. 
 
F-Test 
To determine the relationship between the independent variables and the dependent 
variable, then the F-test. From calculations obtained that F count 48.717 is greater than the 
F table 2.70. Means jointly variables X influencing variable Y. 
 
Qualitative Analysis 
The questionnaires were distributed to the respondents, it is known that the statement of 
the respondent satisfactory. It is not independent of the indicators included in the appeal, 
facilities, infrastructure, tourist visits. 
 
Appeal 
It is very closely linked to the existence of attraction lake tests, due to the attraction of the 
tourists interested to visit the lake to the test .. 
 
Facilities and infrastructure 
In addition to the appeal, there are still things that are very important in increasing tourist 
arrivals, namely infrastructure. Facilities and infrastructure in this case a lot of talk about the 
success of tourists arrived at the destination, relax, enjoy nature, culinary and travel as well 
as safety and comfort. 
 
Discussion 
Results of a study of 100 people testing the visitor attractions of the lake, then performed 
with SPSS calculation, obtained nolai constant, the correlation coefficient, tcount for each 
variable effect, and the value of F. 
 
On multiple linear regression analysis to examine the effect of the appeal (X1), facilities  
(X2), and infrastructure (X3).  Test for the attraction of tourists visit lake. F test and t test is 
used as for influence between variables with a confidence level of 95%. Multiple linear 
regression equation as follows " 

 
 Y = - 1,155+ 0,528 X1 + 0,435 X2 + 0,329 X3 

 

From equation is known that the regression coefficient is positive. So it can be said appeal, 
facilities, infrastructure has a positive influence on tourists visit Tes lake. While the 
regression coefficient values are respectively 0.529, 0.435, and 0,329.berari: 
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CONCLUSIONS 
From the research conducted, the conclusion can be drawn as follows: 

1. Based on the results of multiple linear regression calculation, b1 = 0.528, b2 and b3 
= 0.435 = 0.329 tarnyata appeal has the most powerful influence on tourist 
visitation 

2. T-test and test-F shows that the attractiveness, infrastructure positive effect on 
tourist arrivals 

3. Assessment of the tourist attraction of the lake is quite a good test which includes 
landscapes, lakes, flora and fauna. 

4. Assessment of the facilities and infrastructure is good enough. This assessment 
contains elements of facilities, safety, comfort, smoothness. 

5. Tourists visit. This can be seen from the height of tourists who come to enjoy the 
beauty of the lake, and enjoy the culinary lakeside has special memories for visitors. 
 

Suggestion 
1. Based on the results of multiple linear regression calculation, b1 = 0.528, b2 and b3 

= 0.435 = 0.329 tarnyata appeal has the most powerful influence on tourist 
visitation 

2. T-test and test-F shows that the attractiveness, infrastructure positive effect on 
tourist arrivals 

3. Assessment of the tourist attraction of the lake is quite a good test which includes 
landscapes, lakes, flora and fauna. 

4. Assessment of the facilities and infrastructure is good enough. This assessment 
contains elements of facilities, safety, comfort, smoothness. 

5. Tourists visit. This can be seen from the height of tourists who come to enjoy the 
beauty of the lake, and enjoy the culinary lakeside has special memories for visitors. 
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Abstract 
 

The development of industry through the manufacturing industry sector and agriculture, 
livestock, forestry, and fishery sector is very important in improving the economy of 
Indonesia. This sector contributes a high level of national economy and absorb labor. 
Economic growth in both sectors is likely to decrease. With the development of this sector is 
expected to increase employment, improve people's purchasing power and ultimately will 
reduce poverty and equality. The purpose of this study was to determine the development 
strategy of the industry through the manufacturing industry sector and agriculture, 
livestock, forestry, and fishery sector. The method used is descriptive analysis. Data 
collection techniques in this study using the method of documentation. Results from this 
study indicate that the development of manufacturing industry sector through (a) the 
provision of energy, (b) increased productivity and infrastructure, (c) the development of 
industrial areas, and (d) the addition of industrial and equitable distribution of the 
population. Further development of agriculture, livestock, forestry, and fishery sector 
through (a) revitalization of agriculture food and agricultural trade, (b) an increase in 
production and productivity of horticulture, the fulfillment of food livestock and 
agribusiness, (c) provision of agricultural infrastructure, and (d) development of small-scale 
farmers. 
 
KeyWords: development, industrial sector, Poverty, Inequality, Indonesia 
 

INTRODUCTION 
Geopolitics and geostrategy, Indonesia is in the middle area of strategic and dynamic, and is 
in the scope of the ASEAN region which became the center of the economies of the 
developing countries whose economies are developed such as China, India, the countries of 
Latin America, Russia, Central Europe and a number countries in Asia. Besides the 
geopolitical and geostrategic considerations, Indonesia is a country with great natural 
resources and has the largest population and the world's 4th largest population to 1 in the 
ASEAN region. In the implementation of development, the necessary co-operation with 
other countries. One form of cooperation is an agreement of cooperation in economy 
through trade. The concept of free trade in general intended to improve the welfare of the 
countries involved. Some forms of cooperation agreement free trade by Indonesia, both 
bilateral and multilateral, including the ASEAN Free Trade Area (AFTA), ASEAN-Australia-
New Zealand Free Trade Agreement (FTA), ASEAN-South Korea Free Trade Agreement (FTA), 
Indonesia-Japan Partnership Agreement, and the Asean Economic Community (AEC). 

mailto:ahmadsolehse81@yahoo.co.id
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Asean Economic Community (AEC) is a cooperation agreement between the member 
countries of ASEAN. Asean Economic Community (AEC), has been agreed by ASEAN member 
countries in the Bali Concord II in 2003. Asean Economic Community (AEC) is one of the 
goals of regional economic integration by 2015. Asean Economic Community (AEC) is on the 
agenda along with ASEAN countries with the aim of making ASEAN as: 1) Single Market and 
Production Base, 2) Highly Competitive Economic Region, 3) A Region of Equitable Economic 
Development, 4) Integration into the Global Economy (Jayant, 2015). This collaboration is an 
opportunity for Indonesia to boost economic growth. Economic integration through the 
opening and formation of larger markets, drive increased efficiency and competitiveness, as 
well as the opening of employment opportunities. 
 
Indonesia's ability to capture these opportunities are influenced by many factors such as 
economic stability in the country and abroad. Global economic developments influence on 
the economy of Indonesia. In recent years, after experiencing a crisis severe enough, the 
economy of the United States in mid-2014 began to improve. However, the economies of 
some other developed countries have not shown sufficient improvement. Euro Area 
recovery is still slow, economic growth in China continued to decline, and the Japanese 
economy is still in recession. In the same period the decline in world demand was followed 
by a decline in international commodity prices, including oil prices were down sharply. 
Indonesia's economy is also faced with the increasingly difficult world liquidity in line with 
policy reduction/cessation of bond purchases (tapering off) conducted by the Central Bank 
of the United States. With this development, in 2014 the global economy grew only 3.4 
percent (OECD, 2015). Indonesian economy in 2015 is still affected by the global economic 
slowdown. Indonesia's economic growth in the first quarter amounted to 4.71% (y-o-y) 
lower than the fourth quarter of 2014 amounted to 5.01% (y-o-y). In the second quarter 
economic growth in Indonesia amounted to 4.67% (q-to-q) lower than the previous quarter. 
Slowing global economy in the second quarter 2015 was driven by lower commodity prices 
in the international market and the uncertainty of the US fed funds rate 
(http://www.cnnindonesia.com).  
 
The global economic slowdown may impact on the purchasing power and prosperity. If this 
takes place in the long term will increase poverty and inequalities in income distribution. 
Poverty and inequality in Indonesia is one of the issues that must be addressed. Although 
the trend of poverty each year in Indonesia tends to decrease, the amount of poverty is 
relatively high. In September 2014, the number of poor people in Indonesia reached 27.73 
million or by 10.96%. Meanwhile, if the review of the income distribution, inequality of 
income distribution in Indonesia tends to increase. In the 1999 Indonesian Gini index of 
0.31, and in 2014 Indonesia Gini index of 0.41. 
 
Increased domestic industrial sector is important in overcoming the economic slowdown 
there. Manufacturing industry sector make a major contribution to the economy. During the 
period 2000-2014, this sector contributed to GDP average of 26.44% per year. Another 
sector that has contributed greatly to Indonesia's GDP is agriculture, livestock, forestry and 
fisheries. Year period 2000-2014, this sector contributed an average of 14.65% per year. In 
addition to providing a high contribution to the GDP of Indonesia, this sector is also a sector 
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which absorbs the highest labor. In February 2015, this sector to absorb labor force 
amounted to 40.12 million people. 
 
Based on the above background, the necessary strategies to increase the industry sector 
(Manufacturing Industry Sector and Agriculture, Livestock, Forestry, and Fishery Sector) to 
boost the economy in Indonesia. With the economic recovery is expected to increase 
purchasing power and welfare of the people who ultimately reduce poverty and equitable 
development on the other hand is expected to reduce inequality in Indonesia. 
 
LITERATURE REVIEW 
Economic Structure 
The economic structure is used to indicate the composition of the economic sectors in an 
economy. The dominant sectors are unreliable or have a top position in the structure and 
characteristic of an economy. What is meant by the dominant economic sector or sectors of 
the economy that relied is the source of livelihood of the majority of the population as well 
as being the largest absorber of labor. The dominant economic sector or reliably it can also 
mean a sector that contributed most to the national product with a high growth rate, which 
is characteristic of an economy. 
 
Two kinds of economic structure, namely: 
(1) The agrarian structure, economic structure is dominated by the agricultural sector. 

Agriculture as a source of livelihood of the vast majority of the population. In general, 
developing countries including Indonesia called an agricultural country and countries 
including undeveloped countries where agriculture is still very traditionally considered 
a traditional agricultural country. 

(2) The structure of industry, where the economic structure is dominated by the industrial 
sector. The vast majority of donated domestic product and economic growth stayed 
contributed by the industrial sector. Countries the United States, Germany, Britain, 
France, Italy, Japan and Canada, which includes the advanced industrial countries 
European countries and other countries, including industrialized countries 

 
Industry and Industrialization 
The industrial sector is believed to be a sector that can lead other sectors in an economy 
towards progress. Products industrialization always have high terms of trade, or more 
profitable, and then to create greater added value than the products of other sectors. This is 
because the industrial sector has a very diverse and capable of providing a high marginal 
benefits to the wearer seta provide margin / profit more interesting. Therefore, 
industrialization is considered as a panacea to solve the problem of economic development 
in developing countries. 
 
Industrialization Strategy 
In economic theory, there are two kinds of patterns of strategy that can be used in carrying 
out a process of industrialization, which is a strategy Import Subtitution (SI) which is often 
referred to as inward-looking strategy or "orientation into the" strategy and export 
promotion (PE), which often outwardlooking called the strategy "outward orientation" SI 
strategy more emphasis on the development of the domestic market-oriented industries, 
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while the PE into the international market. SI strategy based on the idea that the high 
economic growth rate can be achieved by developing domestic industries that produce 
import substitute goods. While the PE strategy is based on the premise that a high rate of 
economic growth can only be realized if the products are made domestically sold on the 
export market. Thus, in contrast to SI strategy, the strategy of PE there is no discrimination 
provision of incentives and other facilities from the government, both for industries 
oriented to the domestic market, as well as industries oriented to export markets 
(Tambunan, 2001). 
 
Strategic Priorities for Agriculture and Rural Development in Indonesia 
Pro-poor growth and rural development, and the Vision for Rural Indonesia in 2020 
described in the previous chapter, will require concerted efforts across a wide range of 
areas. To increase effective incomes and food demand and availability, agricultural 
productivity and economic growth must be broad based and rapid, and investments must 
be made in physical infrastructure like roads and irrigation, and in agricultural research and 
extension. Governance and civil society, human resources and entrepreneurship, and 
education and health must all improve. Environmental and natural resource policies must 
be strengthened and enforced for the results to be sustained over the long term (ADB, 
2006). 
 
METHODS 
The method used in this study is a descriptive analysis that describes and analyzes the 
development of industrial sectors to reduce poverty and inequality in Indonesia. data 
collection techniques in this study using the method of documentation. The data used is 
secondary data sourced from books, literature, journals, reports and official information of 
state institutions and accessed via the Internet. 
 
RESULTS AND DISCUSSION 
Economic Growth and per Capita Income Asean Countries 
GDP is defined as the total market value of all final goods and services produced within a 
country in a given period. It includes private and public consumption, private and public 
investment, and exports less imports. GDP is the most commonly used measure of 
economic activity and serves as a good indicator to track the economic health of a country. 
Economic growth (GDP growth) refers to the percent change in real GDP, which corrects the 
nominal GDP figure for inflation. Real GDP is therefore also referred to as inflation-adjusted 
GDP or GDP in constant prices. The next GDP per capita stands for Gross Domestic Product 
(GDP) per capita (per person).  Per capita GDP is typically expressed in local current 
currency, local constant currency or a standard unit of currency in international markets, 
such as the U.S. dollar (USD). GDP per capita is an important indicator of economic 
performance and a useful unit to make cross-county comparisons of average living 
standards and economic wellbeing. However, GDP per capita is not a measure of personal 
income and using it for cross-country comparisons also has some known weaknesses. In 
particular, GDP per capita does not take into account income distribution in a country. In 
addition, cross-country comparisons based on the U.S. dollar can be distorted by exchange 
rate fluctuations and often don’t reflect the purchasing power in the countries being 
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compared (http://www.focus-economics.com). Average economic growth and the average 
GDP Per Capita in US Dollars (USD) ASEAN countries in 2010-2014 are shown in Figure 1. 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: http://www.focus-economics.com 
 

Figure 1. Average Economic Growth and per Capita Income Asean Countries, 2010-2014 
 

Figure 1 shows the average economic growth and per capita income average of ASEAN 
countries in 2010-2014. In terms of economic growth in each country, it is known that the 
three countries had an average of higher economic growth compared with other countries. 
The three countries are Laos (8.25%), Cambodia (6.95%) and Myanmar (6,90%). In addition 
to having an average of high economic growth, the country's economic growth trend is likely 
to increase in each year. While the two countries have averaged economic growth is low 
(below average economic growth of ASEAN countries, namely 5.64%) is the state of Thailand 
(3.60%) and Brunei (0.56%). In addition to having an average of low economic growth, the 
trend of the country's economic growth tends to decline. In 2010, Thailand had economic 
growth of 7.8% and in 2014 had economic growth of 0.7%. Furthermore Brunei, in 2010 had 
economic growth of 2.6% and in 2014 had a negative economic growth of -2.3%. 
 
The high economic growth in a country is not always accompanied by high per capita 
income. Brunei has a low economic growth but have a per capita income is very high (US $ 
43.240). Laos, Cambodia and Myanmar has a high economic growth but has a low per capita 
income. The World Bank classifies countries in the world based on the level of per capita 
income (1) Low income economies; Low-income countries that have a per capita GNP of ≤ 
US $  520, (2) Lower-middle economies; Countries with middle to lower incomes who have a 
per capita GNP of US $ 521-US $ 1,740, (3) Middle economies; Middle-income countries that 
have a GNP per capita of US $ 1,741-US $ 2,990, (4) Upper-middle economies; High middle-
income countries which have a per capita GNP of US $ 2,991-US $ 4,870, (5) High income 
economies; Countries with high income who have a per capita GNP of US $ 4,871-US $ 
25,480 or more. 
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Based on these groupings, countries with high income (High income economies) are 
Singapore and Brunei, Malaysia and Thailand. High middle-income countries (Upper-middle 
economies) is Indonesia. Middle-income countries (Middle economies) is the Philippines. 
Countries with lower-middle income (Lower-middle economies) is Vietnam. Laos, Myanmar 
and Cambodia. Based on per capita income data, it can be said that Singapore and Brunei is 
the country's most prosperous compared to other ASEAN countries. However, the high per 
capita income should also be in line with the uneven distribution of income. 
 
Indonesian Economic Growth 
Figure 2 shows the Gross Domestic Product at 2000 Constant Market Prices by Industrial 
Origin (billion Rupiahs) in 2001-2014. Figure 2 shows that during the period 2001 to 2014 
economic growth in Indonesia has fluctuated. However, the trend of economic growth in 
Indonesia tends to increase. The average economic growth in Indonesia reached 5.42% per 
year. In 2008 the world economy rocked by the global crisis, but it is not affecting the 
economic growth of Indonesia. Economic growth does not decline significantly. Indonesia's 
economic growth in 2008 was recorded at 6.01%, with the rate of inflation increased by 
11.06%. The impact of the global crisis is felt in 2009, economic growth in Indonesia 
experienced a larger decrease compared to the decline in economic growth that occurred in 
2008. In 2009, economic growth was recorded at 4.63%, or decreased by 1.38% from the 
previous year. With the improvement in the national economy, Indonesia's economic 
growth began to increase in 2010 until 2011. 
 
Indonesia's economic performance again decreased in the last three years, the trend of 
Indonesian economic growth tends to decline. Indonesian economy in 2015 is still affected 
by the global economic slowdown. Indonesia's economic growth in the first quarter 
amounted to 4.71% (y-o-y) lower than the fourth quarter of 2014 amounted to 5.01% (y-o-
y). In the second quarter economic growth in Indonesia amounted to 4.67% (q-to-q) lower 
than the previous quarter. In terms of exports, a decline in export value of Indonesia. 
Indonesia's export value in July 2015 reached US $ 11.41 billion, down 19.23% compared 
with the same month the previous year (y-o-y), as well as when compared to June 2015 
exports fell 15.53%. The value of non-oil exports in July 2015 amounted to US $ 9.99 billion, 
down 17.23% compared to June 2015. Exports of non-oil exports of oil and gas in July 2015 
reached US $ 1.42 billion, down 1.26% over the previous month. By sector, non-oil exports 
of manufactured products from January to July 2015 fell by 7.65% compared to non-oil 
exports of manufactured products to the same period in 2014, and non-oil exports and 
other mining products fell 8.84%, while non-oil exports of agricultural products rose 0.02% 
(BPS, 2015). 
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Figure 2. Growth Rate of Gross Domestic Product at 2000 Constant Market Prices by 
Industrial Origin (percent), 2011–2014 

 
Economic growth by industrial origin tends to fluctuate. Most sectors experienced a decline 
in growth business fields since 2012 until the second quarter of 2015. Sector which had an 
average of the highest economic growth in the transport and communication sector 
(12.05% per year), while the sector had an average of the lowest economic growth is Mining 
and Quarrying sector (1.12% per year) and even this sector experienced negative economic 
growth (0.22%) in 2014. this sector has an average economic growth below the average GDP 
and two other sectors, namely Agriculture, livestock, Forestry, and Fishery sector (3.50% per 
year) and the Manufacturing Industry sector (4.79% per year). 
 
Indonesian Economic Structure 
Economic structures can be interpreted as the composition of the role of each sector in the 
economy. The condition of Indonesia's economic structure can be seen through the 
contribution of each economic sector to the GDP. Figure 3 shows a Percentage Distribution 
of Gross Domestic Product at Current Market Prices by Industrial Origin, 2000-2014. The 
three sectors that provide the greatest contribution to the GDP of Indonesia is the 
Manufacturing Industry sector (26.57% per year), Trade, Hotel and Restaurant sector 
(15.02% per year) and the Agriculture, Livestock, Forestry, and Fishery sectors (14, 56% per 
year). While the sector that contributes the smallest is the Electricity, Gas, and Water Supply 
sector (0.82% per year). Trend contribution of each sector to GDP is relatively stable. 
Contributions Manufacturing Industry sector, Agriculture, Livestock, Forestry, and Fishery 
Mining and Quarrying sector and sectors tended to decrease in recent years. 
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Source: http://www.bps.go.id 

 
Figure 3. Percentage Distribution of Gross Domestic Product at Current Market Prices by 

Industrial Origin, 2000–2014 
 
Poverty and Inequality in Indonesia 
Results from various studies have found that economic growth would increase per capita 
income and eventually will lead to poverty reduction. The view that economic growth can 
reduce poverty, originally based on the theory trikle down effect that mention the part that 
trickle down from the rich to the poor. High economic growth will increase the capacity of 
the economy, creating new jobs, increasing income per capita (mean reducing poverty), 
raising demand and supply and so rotates to follow the mechanisms of the economy. An 
economy is said to be pro-poor if such growth can reduce the existing imbalances. This 
means that the benefits of such growth can be enjoyed disproportionately by the poor more 
than the non-poor. The economic policy of a country should be prepared for a more pro-
growth, pro-jobs and pro-poor (Maipita, 2014). 
 
Poverty and Inequality remains a problem in development in Indonesia. High economic 
growth has been accompanied by a decrease in poverty, but has not been accompanied by 
an equitable distribution of income. This is indicated by the gap widening income 
distribution. Figure 4 shows the Percentage of Poor and Gini Index in Indonesia. Trend 
poverty in Indonesia in 2000-2014 tended to decrease. However, this figure is still relatively 
high. In September 2014, the number of poor people in Indonesia reached 27.73 million 
people, or by (10.96%). Relative poverty is higher in rural areas (13.76%) when compared 
with the poverty in urban areas (8.16%). The number of poor people is strongly influenced 
by the poverty line, because the poor are the people who have -rata average expenditure 
per capita per month below the poverty line. During the period March 2014-September 
2014, poverty line rose by 3.17 percent, from Rp 302 735, - per capita per month in March 
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2014 to Rp312.328, - per capita per month in September 2014. Poverty Line (GK), consists of 
Food Poverty Line (FPL) and Non-Food Poverty Line (GKBM). GKM role for GK very 
dominant, reaching 73.47 percent in September 2014. 
 
Poverty is not just a question of how the number and percentage of poor people. Another 
dimension to consider is the depth and severity of poverty. In addition to efforts to reduce 
the number of poor, poverty reduction policy is also related to how to reduce the depth and 
severity of poverty. Poverty depth index value and Severity Index Poverty in rural areas is 
relatively higher than the value of the index in urban areas. In September 2014, the value 
index Depth of Poverty in urban areas is only 1.25 whereas in rural areas reached 2.25. For 
Poverty Severity Index values in urban areas is only 0.31, while in the rural areas reached 
0.57. 
 
The level of income inequality is one aspect of poverty that need to be considered as 
essentially the level of income inequality is a measure of relative poverty. The size is most 
often used in measuring the level of income inequality is the Gini ratio. Figure 4 shows the 
trend of the Gini ratio of Indonesia in 1999-2014 increasing. In 1999, Indonesia gini ratio of 
0.31 and in 2014 to 0.41. Since 2011-2014 gini ratio is relatively unchanged amounting to 
0.41. Gini ratio is relatively higher in urban areas (0.36 per year) compared with the Gini 
ratio in rural areas (0.29 per year). This phenomenon shows that the Indonesian economy 
has not fully pro-poor, due to high economic growth have not been able to reduce the gap 
in income distribution. Economic growth and inequality have a positive correlation, the 
higher the economic growth lacks the increase in inequality. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: http://www.bps.go.id 

Figure 4. The Percentage of Poor and Gini Index in Indonesia 
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The role and Direction of manufacturing industry in Indonesia 
Industrial sector is one sector which plays an important role in national development. 
Industrial sector's contribution to national development over the years showed a significant 
contribution. Since 2001-2014, Manufacturing Industry sector provided the largest 
contribution to GDP (26.57% per year) when compared with other sectors. The role of 
manufacturing industry sector in national economic development can be seen from the 
contribution of each subsector to GDP. Non-Oil and Gas Manufacturing Industry contributes 
a high (22.67% per year), while Oil and Gas Manufacturing Industry contributed 3.90% per 
year. 
Throughout 2014, the manufacturing industry grew 4.86%. growing sub-sector, namely food 
and beverage industry. The Ministry of Industry is targeting growth of manufacturing 
industry in 2015 amounted to 6.1%, with the largest contributor sectors, namely food and 
beverages. It is important to support the growth of industry in Indonesia, namely the supply 
of energy at a low price and supporting infrastructure. In the 2015-2019 Development Plan, 
the government plans to increase the number of large and medium industries by 9 thousand 
units in the next five years with a workforce that is absorbed around 3 million people. Of 
these, 50% were directed to grow outside of Java. Small industry is also planned to increase 
to 20 thousand units during 2015-2019. 
 
Manufacturing industry sector in addition to providing a huge contribution to the 
Indonesian economy, this sector also employs many workers and cenedrung increased in 
each year. In February 2015, this sector employment for 16.38 million people. With the 
development of this sector, is expected to absorb more labor. Increased employment will 
reduce unemployment, increase the purchasing power and reduce the level of poverty in 
Indonesia. 
 
It is important to support the growth of industry in Indonesia include: 
1) Provision of Energy  

The issue of the availability of energy to accelerate the current economic development 
increasingly dominates the public debate. If in the period before the construction of 
the availability of energy, especially oil and gas have been linked with 
activities of public consumption, but along with the growth of the Indonesian 
economy, the issue of energy security is increasingly showing its role in the Indonesian 
economy. The energy sector has a considerable contribution in the economy, such as 
meeting the needs of industry and fuel for transportation. National energy condition is 
the high dependence on fossil fuels (oil, coal, and gas) besides Indonesia also became a 
net oil importer since 2003. To meet the high demand for energy in the country should 
be developed especially in the renewable energy industry and the development of 
sustainable national development.  

2) Increased Productivity and Infrastructure 
Industry policy aimed at improving the competitiveness of national industry through 
diversification of products and markets in order to increase exports. Industrial policy 
geared to improve the competitiveness of national industry through diversification of 
products and markets in order to increase exports; transformation industries based on 
comparative advantage (of the industry based on cheap labor and natural resources) 
towards productivity-based industries are supported by qualified human resources as 



                                                      Transforming Business in Emerging Markets 
 

379 
 

well as science and high technology. The continuity of the development of the industry 
is also affected by the availability of reliable and adequate infrastructure. 

3) Development of Industrial Area 
With the development of industrial areas will prevent the concentration of industrial 
estate development only in certain places only. So it needs to be regulated: 
a) The provisions of the boundaries of each region industry 
b) The provisions on the criteria industrial area 
c) mapping centers of industry in each region / industrial clusters 
 

4) Addition of Industry and Equitable Distribution of Population 
Gaps economic concentration occurs in the territory of Indonesia. It can be seen from 
the GDP contribution of the region to the national GDP. Java and Sumatra is an area 
that the largest contribution to GDP Indonesia. In 2014, Java had the highest 
contribution to GDP (57.38%) subsequently Sumatra (23.17%) and the remaining 
19.45% came from the island of Borneo, Sulawesi, Bali, Nusa Tenggara, Maluku and 
Papua. The amount of revenue contribution of Java and Sumatra, indicated by the level 
of development of economic activity in the islands of Java and Sumatra is much more 
advanced compared to regions outside of Java and Sumatra. Economic development in 
Java and Sumatra, dominated by secondary and tertiary sectors are growing relatively 
fast and more oriented to the processing industry and manufacturing, and services. As 
for the development of economic activities outside Java and Sumatra is still dominated 
by the primary sector, namely agriculture and mining, while for the secondary and 
tertiary sector growth is relatively slow. With the addition of industry population and 
equitable distribution of industry in the region will be able to reduce the gap of 
economic development in Indonesia. 

 
The Role and Direction of Agriculture, Livestock, Forestry, and Fishery sector in Indonesia 
Agriculture, Livestock, Forestry, and Fishery sector is a very important sector in the economy 
of Indonesia. A change in the economic structure of Indonesia from agriculture, livestock, 
forestry, and fishery sector to the manufacturing industry sector since the new order until 
now. In 1970 the gross value added of agriculture, livestock, forestry, and fishery sector 
contributes about 45% of GDP, in the 1990s contributed approximately 16% to 20% and in 
2014 only gave a contribution of 14.33% , While the manufacturing industry sector 
contribution to GDP reached 23.71%. This reflects that the national economy experienced a 
structural change in three decades. 
 
The smaller the contribution of agriculture, livestock, forestry, and fishery sector to GDP 
compared to sectors other non-primary economy, it does not mean the volume in 
agriculture, livestock, forestry, and fishery sector tends to decrease. The decline was caused 
by the growth rate of output (average per year or total growth). Year 2001-2014, 
agriculture, livestock, forestry, and fishery sector had an average growth of 3.50% per year 
is relatively lower than the growth rate of output from manufacturing industry sector 
(4.79% per year) and relatively lower than national output growth rate (5.42% per year). 
 
Although there has been a change in the structure of the Indonesian economy from 
agriculture, livestock, forestry, and fishery sector to the manufacturing industry sector, the 
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increase in agriculture, livestock, forestry, and fishery sector needs to be done because it is 
directly or indirectly will affect other sectors of the economy. Some of the reasons have to 
be improved agriculture, livestock, forestry, and fishery sectors, among others: 
a) Potential Natural Resources 

Indonesia is one country with a wealth of diverse natural resources spread across 
Indonesia, rich in land, soil fertility, and climate that supports the products of 
agriculture, livestock, forestry, and fishery qualified and able to compete in the free 
market. Management of natural resources must also be accompanied by the concept 
of sustainable economic development with sustainability and environmental damage 
and improving the quality of human resources in the engineering and management of 
modern agriculture. 

b) Fueling Economic Growth 
Agriculture, livestock, forestry, and fishery sector to be one important element for 
economic growth in Indonesia. Although this sector is not a sector is the largest 
contributor to GDP, but the sector remains the backbone of Indonesian economy and 
become one of the mainstay export in the country of Indonesia and became one 
foreign exchange earner in each year. 

c) Population Great and Adsorbed on Agriculture, Livestock, Forestry, and Fishery Sector 
Indonesia is one country with the fourth largest population in the world after the state-
level China, India and the United States and ranked first in the ASEAN level. Based on a 
report released by the Central Statistics Agency (BPS) the population of Indonesia Year 
2014 amounted to 252,164.8 thousand people. The contribution of agriculture, 
livestock, forestry, and fishery sector to Gross Domestic Product (GDP) of Indonesia 
tended to decrease while the majority of the Indonesian population is still in rural 
areas and depend revenue from the agricultural sector. Employment in this sector in 
February 2015 was very high, reaching 40.12 million. In September 2014, the number 
of poor people in Indonesia reached 27.73 million people, or by (10.96%). Relative 
poverty is higher in rural areas (13.76%) when compared with the poverty in urban 
areas (8.16%). With the development of agriculture, livestock, forestry, and fishery 
sector, is expected to reduce poverty and income distribution more equitable, 
especially between rural and urban communities. 
 

Development of agriculture, livestock, forestry, and fishery sector can be done through: 
1) Revitalization of Agriculture Food and Agriculture Commerce 

In order for the development of the agricultural sector is not lagging behind from the 
manufacturing industry sector and other sectors, particularly agricultural food then 
directed to the realization of self-sufficiency and food sovereignty are supported by 
agricultural mechanization and large-scale agriculture. Large-scale agriculture is geared 
to meet the domestic needs and produce products that are highly competitive in the 
global market. Downstream industry development of large-scale agricultural products 
needs to be done to obtain greater added value 

2) Increased Production and Productivity Horticulture, Food Compliance Livestock and 
Agribusiness. 
Increased agricultural production, fisheries and animal husbandry aims to meet 
domestic food needs, in addition to the increase in production is directed to the 
fulfillment of export to abroad. Diversification of agricultural products with the use of 
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high technology can improve product competitiveness in the global market. Food 
consumption of livestock production in Indonesia is quite high. Results of livestock 
production in the country has not been able to meet the needs of the entire 
population. So that Indonesia is one country that has a dependency on meat. Increased 
production of livestock farms in the fulfillment of food needs to be done so that 
domestic production can meet the needs of the entire population or reduce import 
dependency. 

3) Provision of Facilities and Infrastructure Agriculture 
Increased agricultural production will be effective with the provision of agricultural 
infrastructure. Through the provision of facilities and infrastructure, tools, agricultural 
machinery and technology according to the needs of farmers will be able to increase 
agricultural production through the development of food security in the context of 
diversification of food resources and the application of appropriate technology. 

4) Development of Small Scale Farmers 
Need to develop farmer groups, MSMEs (Micro, Small and Medium Enterprises) and 
cooperatives are growing rapidly, especially in rural areas. With this concept the region 
will grow and thrive because of the passage of the system and agribusiness and able to 
serve, pushing and pulling of agricultural development in the surrounding region. 
Development of small-scale farmers can be done through courses, training of farmers 
in the fields of farming, the ease of obtaining access to credit, ease in obtaining seeds 
and fertilizers at low prices until the marketing of agricultural products, internships and 
study visits. In the development of small-scale farmers, it is necessary to optimize the 
role of government officials in the field companion. 

 
CONCLUSION 
The development of industry through the manufacturing industry sector and agriculture, 
livestock, forestry, and fishery sector is very important in improving the economy of 
Indonesia. In addition to providing a high contribution to GDP, these two sectors absorb the 
labor very high reached 56.50 million people. The poverty rate in Indonesia is still relatively 
high. In September 2014, the number of poor people in Indonesia reached 27.73 million 
people, or by (10.96%). Relative poverty is higher in rural areas (13.76%) when compared 
with the poverty in urban areas (8.16%). Furthermore, the increasing trend of income 
distribution (the higher the gap). The development of manufacturing industry sector and 
agriculture, livestock, forestry, and fishery sector is expected to increase employment, 
improve people's purchasing power and ultimately will reduce poverty and equality. 
 
The development of manufacturing industry sector through (a) the provision of energy, (b) 
increased productivity and infrastructure, (c) the development of industrial areas, and (d) 
the addition of industrial and equitable distribution of the population. Further development 
of agriculture, livestock, forestry, and fishery sector through (a) revitalization of agriculture 
food and agricultural trade, (b) an increase in production and productivity of horticulture, 
the fulfillment of food livestock and agribusiness, (c) provision of agricultural infrastructure, 
and (d) development of small-scale farmers. 
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ABSTRACT 

Issues regarding workplace spirituality have received increased attention in the 
organizational sciences. The implications of workplace spirituality for  leadership theory, 
research, and practice make this a fast growing area of a new research and inquiry by 
scholars. The article is aimed at examining a dynamic relationship between spiritual 
leadership, employee satisfaction and organizational commitment. For this purpose, We try 
to make a conclusion from many literatures.  According to this literature study , it is 
predicted a positive and significant relationship between spritual leadership , employee 
satisfaction and organizational commitment. This article is needed to be examined in future, 
especially to test whether is there a relationship between spritual leadership, employee 
satisfaction and organizational commitment. 

Keyword: spiritual leadership, employee satisfaction , organizational commitment. 

INTRODUCTION  
There are  many literature in academic, business and public domain which explores the 
concept of spiritual leadership in the context of organization. This literature has covered 
various aspect and shown the reason why spiritual leadership has been interpreted in 
various level complexities. Driscoll & Wiebe (2007) state that publication in popular business 
media on spiritual leadership has been criticized because it has many uncontrolled 
assumptions and is based on shallow understanding on the existing literature. There are few 
empirical studies on spiritual leadership and this may explain the emergency of many 
perception which should be examine more rigorously. 

According to researches that is a person’s spirit is the vital principle traditionally believed to 
be the intangible, life affirming energy in oneself and all human beings (Anderson,2000). It 
denotes a striving for values and belief that transcend physical existence (Maddock & 
Fulton, 1998). Now people, as part of their spiritual journey, are struggling with what this 
force means for their work (Mitroff & Denton, 1999). Some are calling this megatrend or ‘a 
spiritual awakening in the American workplace’ (Aburdence,2005; Garcia-Zamor, 2003). 
Many question why this interest in spirituality is occuring. Although there are many 
arguments, one viable reason is that society seeks spiritual solutions to ease tumultuous 
social and business changes (Cash, Gray, &Road,2000). Others propose that global changes 
have brough a growing social spiritual consciousness (Duccon&Plowman, 2005; 
Inglehart,1997). Indeed , Duchon and Plowman (2005,p.825) state that ignoring the spirit at 
work may mean ‘ ognoring a fundamental feature of that it means to be human ‘ Fry and 
Slocum (2008) argue that a challenge facing organizations today is the need to develop new 
business models based on spiritual leadersip that accentuate employee well-being, 
sustainability and social responsibiltiy without sacrificing performance. 
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The questions in reality is how to enhance employee’s satisfaction and commitment. It is an 
important issues for human resource management, then to investigate the significant 
predictors of employee satisfaction and how the latter may subsequently contribute to the 
development of organisational commitment. We predict both can be influenced by spiritual 
leadership on enhancing employee’s satisfaction and organizational commitment. 

LITERATURE REVIEW 
Spiritual leadership theory 
A special issue on spiritual leadership in 2005 in The leadership Quaterly served as a vehicle 
for advancing the field of spiritual leadership as a focused area of inquiry within the broader 
context or workplace spirituality (Fry,2005). Int that issue, Dent, Higgins, and Wharffs (2005) 
qualitative review of 87 articles led them to propose that there is a clear consistency 
between spiritual values and practices and leadership effectiveness. In a second review, 
Reave (2005) argues that value that have long been considered spiritual ideals, such as 
integrity, honesty, and humility, have an effect on leadership success. 

A  theme emerged from the special issue suggesting that workplace spirituality is nourished 
by calling or transcendence of the self within the context of a community based on the 
values of altruistic love. This collection of articles suggested that satisfying these spiritual 
needs in the workplace positively influences human health and psycological well-being and 
forms the foundation for spiritual leadership. Further, this literature suggested , that by 
tapping into these basic needs, spiritual leadership can produce follower trust, intrinsic 
motivation, and commitment that is necessary to optimize human well-being, social 
responsibility, and organizational performance. The emergence Spiritual leadership then 
taps into the fundamental needs of both leader and followers for their spiritual well-being 
through enhancing their sense of calling toward the unit and its goals and vision and a sense 
of membership with the group. 

Spiritual leadership dimensions 
Having set the foundations of this collective process, we now briefly discuss each of the 
spiritual leadership dimensions and we refer interested readers to Fry (2003,2008) for more 
elaborate discussion of these constructs. 

1. Vision  
Vision became an important topic in the leadership literature in the 1980s as leaders 
were forced to pay greater  attention to the future direction of their organizations due to 
intense global competition, shortened development cycles for technology, and strategies 
becoming more rapidly outdated by competition (Conger&Kanungo,1998). A powerful 
vision has broad appeal, defines the unit’s destination and journey, reflects high ideals , 
gives meaning to work, and encourages hope and faith (Daft&Lenge,1998;Nanus,1992). 

Rouche et. al., (1989) studied successful transformation leaders in junior and 
community colleges in the USA. Of the five themes believed to be common to 
transformational leaders, vision was found to be the  most significant theme. Vision 
appeared to be the catalytic component that enabled leaders to implement successfully 
the remaining four transformational themes. House and Shamir (1993) reviewed eight 
studies concerning transformational, charismatic and visionary theories and compared 
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the behaviours specified by the studies. Visionary behaviour was the only common item 
to all of the studies reviewed. Creating a vision is therefore considered one of the main 
elements of a spiritual leader which is able to direct their followers towards a 
common goal. 

2. Altruistic love 
Altruistic love is defined as  a sense of wholeness, harmony, and well-being produced 
through care, concern, and appreciation for both self and others (Fry,2003. There are 
great emotional and psycological benefit from separating love , or care and concern for 
others, from need which the essence of giving and receiving unconditionally. As a 
component of organizational culture, altruistic love defines the set of values, 
assumptions, and ways of thingking considered to be morally right that are shared by 
group members and taught to new members (Klimoski&Mohamad,1994;Schein,2004).  

3. Hope / faith 
Hope is a desire with expectation of fulfillment. Faith adds certainty to hope. It is a firm 
belief in something for which there is no empirical evidence. It is based on values, 
attitudes, and behaviours that demonstrate certainty and trust that what is desired and 
expected will come to pass. People with hope/faith possess clarity of where they are 
going, how to get there, and are willing to face opposition and endure hardships in order 
to achieve their goals (MacArthur,1998). Hope /faith is thus the source for the conviction 
that the organization’s vision, purpose, and mission will be fulfilled. Often the metaphor 
of a race is used to describe faith working or in action, comprised of the vision and 
expectation of reward or victory and the joy of the journey of preparing for and running 
the race itself (MacArthur,1998). 

 

Calling/Meaning 

In Fry’s (2003) theory of spiritual leadership, calling/meaning is suggesting that 
organization members believe the job they do is important and meaningful for them and it 
makes a difference in the people’s lives, whereas calling was conceptualized as work 
performed out of a strong sense of inner direction and divine inspiration to do morally 
responsible work. 

Baumeister (1991) distinguishes a call from a job. He further suggests that calling provides a 
sense of being valuable to others and society and thus engenders personal meaning, 
because it links vocation with what is truly meaningful to a person. Fleishman (1994) 
suggests that calling, along with a need for social connectedness, is an essential dimension 
of spiritual survival in the workplace. When work is seen as a calling rather than a job or as 
an  opportunity  to  serve  higher  power,  purpose  or  common  good,  work-related  
striving  takes  on  a  new significance. 

Spiritual leaders inspire and energize behaviour in employees based on meaning and 
purpose rather than rewards and security, thus compelling employees to transcend their 
self-interests for the welfare of their organizational members, the sake of the mission. 
According to House (1977), charismatic leaders are ones who are able to bring about the 
alignment of beliefs and values and therefore followers view the work performed for a 
charismatic leader as an expression of themselves and thus intrinsically motivating and 
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meaningful. Shamir (1991) described charismatic leaders as those individuals who can 
satisfy a need for finding a meaning in life while Conger (1989) named them as ‘meaning 
makers’.Spreitzer et. al., (1997) assert that the provision of work that is experienced as 
meaningfulness by employees facilitates their personal growth and work motivation.Cash 
and Gray (2000) have found that many of the negative work experiences such as 
downsizing, isolation and lack of sense of community account for the search for greater 
meaning at the workplace. 

Membership 

Membership encompasses the cultural and social structures through which individuals seek 

to be understood and appreciated. According to Fry (2003), having a sense of being 

understood and appreciated is largely a matter of interrelationship  and  connection  
through  social  interaction  and  hence,  membership.  It  means  that  the organization 
understands its members and appreciates them, so the employees become loyal members 
of the organization. Thus, at work, people value their affiliations and being able to feel part 
of a larger community or being interconnected (Pfeffer, 2003). The author further defines 
four fundamental dimensions of what people seek in workplace spirituality and 
management practices that sustain values: (1) interesting and meaningful work that permits 
them to learn, develop, and have a sense of competence and mastery; (2) meaningful work 
that provides some feeling of purpose; (3) a sense of connection and positive social 
relations with their co-workers, and (4) the ability to live and integrated life, so that one’s 
work role and other roles are in harmony with his or her essential nature and who the 
person is as a human being. Pfeffer’s, (2003) conceptual definition of spiritual leadership 
overlaps with Fry’s theory whereby the first two dimensions relate to calling and the second 
two dimensions are similar with membership. 

Productivity 
Employee productivity refers to how productive an employee is for an organization (Bodla 
et al, 2013). Employees who have hope/faith in the organization’s vision and who 
experience calling and membership will engage in actions in pursuit of the vision to improve 
continuously and be more productive (Fry and Matherly, 2006). 

Fry (2003) points out that leadership plays a role in enhancing job satisfaction and 
subsequent productivity. Nelson (2008) states that spiritual leadership is associated with 
increased productivity. Also, Giacalone and Jurkiewicz (2003) indicate that workplace 
spirituality not only has personal outcomes but also delivers improved productivity. 

Based on the discussions in these sections, the benefits of spirituality in the workplace have 
an important impact on both employees and organizations. Hence, the impact of spiritual 
leadership on organizations cannot be ignored. 

EMPLOYEE SATISFACTION 
Researches vary in their definitions of the concept of employee satisfaction. Employee 
satisfaction may simply be perceived as the feelings of individuals about their jobs 
(Arndta,Todd & Landry,2006). Sieger , Bernhard and Frey (2011) conceptualise employee 
satisfaction in terms of how people feel about their jobs and different aspects of their jobs. 
In support, Ellickson and Logsdon (2002) define employee satisfaction as the extent to which 
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employees like their work. As such, employee satisfaction is an assemblage of factors that 
depend on  the interaction of employees (Fisher,2000), their individualistic characteristics 
such as demography, emotions and personality (Cote&Morgan, 2002), job values and 
reward expectations such as salary and promotion, environmental factors 
(Ivancevich&Matteson, 2005) as ell as other factors that may be specific to the unique 
nature of work being perfomed such as autonomy, role stress and teamwork (Concha, 
2009). For the purpose of this study, the definition by Sieger et al. (2011) was adopted, since 
it acknowledge that employees’ perceptions are not limited to the job only, but they tend to 
apply to other aspects to the job as well. Therefore , employee satisfaction is a highly 
complex and multifaceted phenomenon that depends not only on the nature of the job but 
also on the expectation regarding what that particular job will provide for the employee 
(Hussami,2008). 

Employee satisfaction leads to a number of consequences to health service employee that  
include, inter alia, increased productivity (Best, 2008), high-quality care (Al-Aameri,2000) 
and intent to remain in the organisation (Yee, Yeung & Cheng, 2008). These outcomes pose 
explicit implications for the effectiveness of employees and ultimately, the performance of 
the organisation as a whole (Koys, 2011;Mafini & Pooe,2013). Additionally , employee 
satisfaction has been found to be an indicator of constructive employee behavioural traits 
such as organisational citizenship (Wegge, Schmidt, Parkes & Van Dick, 2007), withdrawal 
behavioural traits such as absenteeism and turnover (Saari & Judge,2004) as well as 
desirable behavioural traits such as subservience and orderliness (Mount,Ilies, & Johnson, 
2006). It appears then that employee satisfaction is fundamental to the properity of both 
individual employees and the organisation. 

ORGANIZATIONAL COMMITMENT 
Organizational commitment has been define as a psycological state that characterises an 
employee’s identification, involvement and ultimate relationship with an organization 
(Paulina, Fergusuno & Bergeronb,2006). This factor is characterised by the employee’s 
acceptance of the goals and values of  the organisation (identification), the willingness to 
invest individual effort on behalf of the organisation (Involvement) and the importance 
attached to keeping up the membership in the organisation (loyalty) (Boglera & Somech, 
2004). Research evidence indicates that role stress (Concha, 2009) whilst being positively 
related to extra-role behaviour, team performance (Lavelle et al,2009)as well as increased 
work performance as measured by both self-reported measures and objective measures 
(Fedor, Caldwell&Herold, 2006). Within the context of healthcare, extra job roles include 
providing extra help to both patients and co-work (Al-Aameri, 2000;Yoon &Suh, 2003), being 
considerate (Fisher, 2000), volunteering for special activities (Ahmad & Orange, 2010) and 
being proactive when emergencies arise at hosspital (Coyle-Shapiro&Morrow, 2006). 

PROPOSED CONCEPTUAL FRAME WORK AND HYPOTHESIS 
The preceding discussion of the literature led the formulation of the conceptual framework 
illustrated in figure 1. The conceptual framework outlines the effects of specific variables 
that, comprise of vision, hope/faith, altruistic love, meaning/calling, membership, 
productivity.  The model assumes that the six identified related factors of spiritual 
leadership are positively associated with employee satisfaction. In turn, employee 
satisfaction is taken to be positively related to organizantional commitment. 
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Drawing from the aforementioned empirical evidence, the following hypothesis is proposed: 
1. There  is a positive relationship between vision and empl oyee satisfaction. 
2. There is a positive relationship between hope/faith and empl oyee satisfaction. 
3. There is a positive  relationship  between  altruistic  love  and empl oyee 

satisfaction. 
4. There is a positive relationship between meaning/calling and empl oyee 

satisfaction. 
5. There is  a  positive  relationship  between  membership  and  empl oyee 

satisfaction. 
6. There is  a  positive  relationship  between  productivity  and  employee 

satisfaction.  
7. There is a positve association and predictive relationship between employee 

satisfaction and organizational commitment. 

Vision 

Hope/Faith

Altruistic love

Meaning / Calling

Membership 

Productivity 

Employee 
satisfaction

Organizational 
commitment

H.1

H.7

H.2

H.3

H.4

H.5

H.6

 Figure 1:  model of the research ( based on Fry,2003; Brayfield and Rothe,1995) 

Formulation of Research Questions 
Based on the research model illustrated in Figure 1, the research questions (RQs) of this 
research are formulated as follows: 

RQ1: Is there a relationship between vision a n d  e m p l o y e e  s a t i s f a c t i o n  ? 
RQ2: Is there a relationship between hope/faith and employee satisfaction? 
RQ3: Is there a relationship between altruistic love and employee satisfaction? 
RQ4: Is there a relationship between meaning/calling and employee satisfaction? 
RQ5:  Is  there  a  relationship  between  membership and employee satisfaction? 
RQ6:  Is  there  a  relationship  between  productivity and employee satisfaction? 

Spiritual leadership 
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RQ7: Is the a relationship between employee satisfaction and organizational 
commitment? 

 

CONCLUSION AND RECOMMENDATIONS 
6.1. Main Conclusions 
It is predicted that employee satisfaction can be affected by the  different  dimensions  of  
spiritual  leadership.  Each  dimension  has  a  positive  relationship  with spiritual 
leadership. It can be stated that a spiritual leader, insight public servant can motivate 
and inspire their followers to have a high willingness to work, enabling the organization to 
achieve organizational goals. 

It is worth mentioning that there is a positive relationship between spiritual leadership and 
job satisfaction. And it predicted that employee satisfaction can influence organizational 
commitment. Therefore, this fact can direct managers or leaders to engage employees with 
spiritual leadership. 

6.2. Managerial Implications 
The findings of this study can provide useful information for managers or leaders of public 
servants in order to enhance employees’ job satisfaction through spiritual leadership and 
its various components. As there is a positive relationship between spiritual leadership and 
job satisfaction,and also there is a positive relationship between employee satisfaction and 
organizational commitment,  managers / leaders should adopt strategies to inspire and 
motivate employees to achieve individual satisfaction and organizational goals through 
spiritual leadership. 

In addition, by considering the results for each dimension of spiritual leadership, managers 
can encourage employees to perceive the organizational vision, to increase their faith in 
the organization, to perceive their work as meaningful, and to improve their membership. 
Consequently, employees will be more involved with the organizational goals. In other 
words, this study is beneficial for managers of public servants as the results could help 
them to achieve positive outcomes such as higher employee productivity, , meeting 
organizational goals, and increased employee job satisfaction and after that can get 
organizational commitment. Also, managers can be more successful in their careers 
through implementing spiritual leadership. 

6.3. Academic Contribution 
The results of this study show that model of this study can be implemented for public 
servant in Lubuklinggau city. Therefore, the authors of the present research recommend 
that this model should be tested in future research in order to provide further contributions 
to this research area. 

6.4. Limitations and Future Studies 
Although analyzing the relationship between employee  satisfaction and spiritual 
leadership is important, and also employee satisfaction can influence organizational 
commitment,  this study  has  several  limitations.  First,  becauce of cultural influenced we 
predict the  employees  were  reluctant  to  complete  the  questionnaires because of time 
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constraints and a lack of willingness to reveal their personal opinions. Second, there was 
a lack of cooperation from some managers in terms of enabling the distribution and 
completion of the questionnaires. Third, this study has focused on employees of some 
cities in South Sumatera, which restricts the ability to generalize the findings to other cities, 
and cultures. 

In  addition,  the  authors  of  this  research  have  exclusively  considered  one  
organizational outcome: job satisfaction. Hence, there is a need for future research. Also, 
there is a need for further investigation regarding spiritual leadership from the managers’ 
perspective. 
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ABSTRACT 
 
Small and Medium Enterprises (SMEs) have a very important role in promoting 
economic growth as well as it absorbs the relatively large workforce and also explores 
and utilizes the local resources / regions for the development of the regional economy. 
But in its development efforts, it always faces the fundamental problems such as the 
lack of qualified human resources and limited capital. The purpose of this study was to 
examine the effectiveness of the Partnership Program and Community Development 
(CSR) in PT. Jasa Raharja (Persero) Branch of Bengkulu in the development of SMEs in 
Begkulu city. This study used primary data, which are obtained directly from the 
company through direct survey to the partners of PT. Jasa Raharja (Persero) Branch of 
Bengkulu located in Bengkulu city. Data were analyzed by using linear regression 
analysis and hypothesis testing with SPSS (Statistical Product and Service Solution) 
version 19. The results showed that the Partnership Program and Community 
Development (CSR) in PT. Jasa Raharja (Persero) Branch of Bengkulu had been done well 
and had a very important role in the development of SMEs in Bengkulu city, based on 
the results of the research, the SMEs that follow Partnership had been developed, it can 
be seen from the increasing in profits and increasing in the quality of owned businesses. 
Simple linear regression analysis obtained equation Y = 11.496 + 2.760 X, and 
strengthened with the hypothesis testing results, it obtained t (14.923)> t table (1.690) 
and the significant value of 0.000 <0.05. 
 
Keywords: Partnership Program and Community Development, Small and Medium 

Enterprise Development. 

 
INTRODUCTION 
Small and Medium Enterprises (SMEs) have a very important role in the economy as 
they provide millions of jobs and become the backbone of the manufacturing industry. 
By giving convenience to SMEs to conduct business, it will support Indonesia's economic 
recovery, create jobs and reduce poverty. The highly potential of SMEs in enhancing the 
national economy obligates the government to give great attention to its development. 
 
Judging from the high number of business units in all sectors of the economy in 
Indonesia, there is a major contribution to the creation of employment opportunities. It 
includes small and medium-sized business sector which can create employment 
opportunities. In general, large companies require workers with higher formal education 
and sufficient job experience. While the level of education in Indonesia is still low, so the 
number of people who have formal education is low too, but when they need work, they 
can be accommodated in the sector of small and medium enterprises. 

mailto:panggabeanislamuddin@gmail.com
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To overcome these problems, the Government makes the Partnership Program and 
Community Development or so-called CSR. Based on the Decree of the Minister of SOE 
No. 263 / MBU / 2003 dated June 17, 2003 on guidelines for the implementation of the 
partnership program state-owned enterprises and small businesses and environmental 
development program and regulatory minister of state numbers per-05 / MBU / 2007 
about partnership program state-owned enterprises with small and medium enterprises 
and programs environmental development, must be done by the state-owned 
enterprises, in this case one of them is Limited. 
 
PT. Jasa Raharja (Persero) consists of several branches, representative offices and 
service offices, one of them is PT. Jasa Raharja (Persero) Branch of Bengkulu. In this case 
PT. Jasa Raharja (Persero) Branch of Bengkulu as a branch is also obliged to implement a 
partnership program and community development or CSR which are being made to 
improve the ability of SMEs to be strong and independent through the use of funds from 
the profits of SOEs and the empowerment of the social conditions of the community. For 
that reason, PT. Jasa Raharja (Persero) Branch of Bengkulu is obliged to improve the 
quality of human resources and the provision of working capital through Partnership 
Program and Community Development (CSR) 
 
RESEARCH METHODS 
This research was conducted on Partnership Unit of PT. Jasa Raharja (Persero) Branch of 
Bengkulu which is located on Jl. S. Parman 64 Bengkulu and SMEs that became Partners 
in Partnership. The study was conducted from March to June 2015. The population in 
this study were 186 SMEs as the partners in Partnership of PT. Jasa Raharja (Persero) 
branch of Bengkulu in Bengkulu city. The sample in this study amounted to 37 SMEs with 
the technique of random sampling. 

Table 1. The description of Respondents  

No Name Sex Address 
Credit 

amount 

1 Toko Metro Male Bengkulu 25.000.000 

2 Toko Zakiyah Male Bengkulu 25.000.000 

3 Toko Fajar Male Bengkulu 25.000.000 

4 Toko Aurel Male Bengkulu 25.000.000 

5 Penjual Daging Male Bengkulu 25.000.000 

6 Warung Alfit Female  Bengkulu 15.000.000 

7 Penjahit Dimas Male Bengkulu 25.000.000 

8 Warung Alnas Male Bengkulu 20.000.000 

9 Gloria Baber Shop Male Bengkulu 20.000.000 

10 Toko Fazna Male Bengkulu 7.500.000 

11 Toko Raysa Faris Female Bengkulu 7.500.000 

12 Toko Niken Jilbab Male Bengkulu 7.500.000 

13 Sakura Mode Male Bengkulu 7.500.000 

14 Toko Naila Shoes Male Bengkulu 7.500.000 

15 Toko Fia Male Bengkulu 7.500.000 

16 Zaldo Pos Cell Male Bengkulu 7.500.000 

17 Pengrajin Tika Female Bengkulu 15.000.000 

18 Agen Koran & Majalah Mars Male Bengkulu 20.000.000 
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19 Rumah Makan Baselo One Female Bengkulu 25.000.000 

20 Clean Loundry Female Bengkulu 25.000.000 

21 Usaha Kue Bu Mimin Female Bengkulu 15.000.000 

22 Toko Nikita Female Bengkulu 20.000.000 

23 Rumah Brownies Mufin Female Bengkulu 35.000.000 

24 Barokah Mineral Male Bengkulu 17.000.000 

25 Toko Arycha (Pakaian Jadi) Male Bengkulu 15.000.000 

26 Nabila Jaya Male Bengkulu 20.000.000 

27 Dwi Kurnia Male Bengkulu 30.000.000 

28 Warung Manisan Mak Bebi Female Bengkulu 25.000.000 

29 Tobo Kito Male Bengkulu 25.000.000 

30 Toko Obat Rahmat Male Bengkulu 20.000.000 

31 Warung Sembako Rey Female Bengkulu 8.000.000 

32 Toko Tagok Male Bengkulu 15.000.000 

33 Toko Gubalo Male Bengkulu 10.000.000 

34 Warung manisan Dalimunthe Male Bengkulu 15.000.000 

35 Penjahit Habib Male Bengkulu 10.000.000 

36 Air Mineral Female Bengkulu 15.000.000 

37 Bengkulu Roni Service Male Bengkulu 20.000.000 

      Source: CSR unit  PT. Jasa Raharja (Persero) Branch of Bengkulu 

Based on the table above, it can be seen the distribution of respondents by sex ie, 6 
women and 31 men, the type of respondents’ business are vary from daily needs shop, 
tailors, repair shop, newsagent, bakery shop and so forth, while the addresses of the 
respondent's business are entirely in the city of Bengkulu, further loans or funds granted 
to the respondent are between Rp. 7,500,000 - Rp. 35,000,000, - 
 
The profit development of SMEs (Small and Medium Enterprises) 
To know the business development trained partners PT. Jasa Raharja (Persero) Branch of 
Bengkulu conducted a study of 37 SMEs, the research results can be seen in the table 
below: 
table 2 

Table 2. Business Development of PT. Jasa Raharja (Persero)  
Branch of Bengkulu Partners 

No Name Total asset  

Net profit 
before 

joining the 
partnership 

/year 

Net profit 
after joining 

the 
partmership 

/ year 

Increasing 
Profit  

1 Toko Metro 200000000 9000000 11000000 2000000 

2 Toko Zakiyah 150000000 50000000 65000000 15000000 

3 Toko Fajar 175000000 15000000 19800000 4800000 

4 Toko Aurel 137000000 17000000 22000000 5000000 

5 Penjual Daging 77000000 30000000 40000000 10000000 

6 Warung Alfit 53000000 3000000 4500000 1500000 

7 Penjahit Dimas 60300000 8000000 9700000 1700000 

8 Warung Alnas 187000000 9000000 15000000 6000000 

9 Gloria Baber Shop 41000000 7500000 9000000 1500000 

10 Toko Fazna 110000000 12000000 13500000 1500000 
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11 Toko Raysa Faris 68500000 6500000 8000000 1500000 

12 Toko Niken Jilbab 41000000 8000000 12000000 4000000 

13 Sakura Mode 110000000 11000000 14500000 3500000 

14 Toko Naila Shoes 83500000 7500000 9000000 1500000 

15 Toko Fia 170000000 9000000 13000000 4000000 

16 Zaldo Pos Cell 54000000 5000000 8000000 3000000 

17 Pengrajin Tika 43000000 6000000 8500000 2500000 

18 
Agen Koran & Majalah 
Mars 120250000 20000000 23500000 3500000 

19 
Rumah Makan Baselo 
One 318000000 30000000 31000000 1000000 

20 Clean Loundry 75000000 18000000 20000000 2000000 

21 Usaha Kue Bu Mimin 139000000 6000000 7500000 1500000 

22 Toko Nikita 280000000 21000000 23000000 2000000 

23 Rumah Brownies Mufin 80000000 60000000 64000000 4000000 

24 Barokah Mineral 102500000 5600000 9500000 3900000 

25 
Toko Arycha (Pakaian 
Jadi) 303000000 12000000 14000000 2000000 

26 Nabila Jaya 18000000 25000000 28000000 3000000 

27 Dwi Kurnia 110000000 40000000 42500000 2500000 

28 
Warung Manisan Mak 
Bebi 148000000 12000000 15500000 3500000 

29 Tobo Kito 117000000 20000000 22500000 2500000 

30 Toko Obat Rahmat 67000000 16800000 19000000 2200000 

31 Warung Sembako Rey 150000000 8000000 9000000 1000000 

32 Toko Tagok 105000000 5600000 7000000 1400000 

33 Toko Gubalo 245000000 15000000 17000000 2000000 

34 
Warung manisan 
Dalimunthe 145000000 45000000 60000000 15000000 

35 Penjahit Habib 21300000 2017000 5000000 2983000 

36 Air Mineral 45000000 7500000 8500000 1000000 

37 Bengkulu Roni Service 257000000 10000000 13500000 3500000 

  Source:  CSR unit  PT. Jasa Raharja (Persero) baranch of Bengkulu 

Based on the table above, it can be seen that the partners of PT. Jasa Raharja (Persero) 
Branch of Bengkulu experienced business development. It is seen from the increasing in 
profit/year after joining the Partnership Program and Community Development (CSR) 
PT. Jasa Raharja (Persero) Branch of Bengkulu. 
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Increasing profit of SMEs chart 

 

Chart 1 shows that there are 17 SMEs that had operational profit less than Rp. 10 million 
each year before joining the Partnership, 11 SMEs had between Rp.10.000.000- 
Rp.20.000.000, 4 SMEs had between Rp.20.000.000- Rp..30.000.000, 2 SMEs had 
between Rp. 30.000.000- Rp. 40,000,000, 4 SMEs had between Rp. 40.000.000- 
Rp.50.000.000, and only 1 SMEs had above Rp. 50,000,000. 
From an increase in profit before joining the Partnership obtained an increasing in 
annual profit after Following CSR, namely 13 SMEs had less than Rp. 10,000,000, 12 
SMEs had between Rp.10.000.000- Rp.20.000.000, 4 SMEs had between Rp.20.000.000- 
Rp..30.000.000, 3 SMEs had between Rp. 30.000.000- Rp. 40,000,000, 2 SMEs had 
between Rp. 40.000.000- Rp.50.000.000, and 3 SMEs had above Rp. 50,000,000. 
Based on the description in the chart 4.1 above, it can be concluded that all SMEs 
assisted partner of PT. Jasa Raharja (Persero) Branch of Bengkulu experienced business 
development, it can be seen from the increasing in profit after joining the Partnership 
Program and Community Development.  
 
 
 

Grafik 1.
Increasing income of SMEs partners of PT. Jasa Raharja (Persero) 

branch of Bengkulu 

Laba Bersih Sebelum Mengikuti  PKBL/ Tahun Laba Bersih Setelah Mengikuti PKBL/ Tahun
     Profit before follow CSR        Profit after follow CSR  
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SME Development 
Human resource development based on Quality Dimensions 
1. Business planning becomes better 

Table 3. Business planning becomes better 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Netral 1 2,7 2,7 2,7 

Agree 15 40,5 40,5 43,2 

Strongly 

agree 

21 56,8 56,8 100,0 

Total 37 100,0 100,0  

             Source : Researh, 2014 

Based on the table above, it can be seen that 21 of the respondents (56.8%) stated 
strongly agree that after being trained partners, you can do better business planning, 15 
respondents (40.5%) agreed and 1 respondent (2.7% ) declared neutral. 
 
2. Can Enhance and Develop Education and Training appropriate to the Enterprises. 

Table 4. Can Enhance and Develop Education and Training appropriate to the 

Enterprises. 

 

 

Frequenc

y Percent Valid Percent 

Cumulative 

Percent 

Valid Netral 2 5,4 5,4 5,4 

Agree 21 56,8 56,8 62,2 

Strongly agree 14 37,8 37,8 100,0 

Total 37 100,0 100,0  

      Source: Research, 2014 

Based on the table above can be seen that 21 of the respondents (56.8%) agreed that 
after mengukuti CSR, you can increase or develop education and training in accordance 
with the business, 14 respondents (37.8%) stated strongly agree and 2 respondents (5 , 
4%) expressed neutral. 
3. Through the program can manage the Enterprises well 

Table 5. Through the program can manage the Enterprises well 

 
Frequency Percent Valid Percent 

Cumulative 
Percent 

Valid Netral 2 5,4 5,4 5,4 

Agree 16 43,2 43,2 48,6 

Strongly agree 19 51,4 51,4 100,0 

Total 37 100,0 100,0  

      Source: Research, 2014 
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Based on the table above, it can be seen that 19 respondents (51.48%) stated strongly 
agree that coaching is done by PT. Jasa Raharja (Persero) Bengkulu impact in managing 
the business well, 16 respondents (43.2%) agreed and 2 respondents (5.4%) expressed 
neutral. 
 
5. Have the skills or business ability After Becoming Partners 

Table 6. Have the skills or business ability After Becoming Partners 

 
Frequency Percent Valid Percent 

Cumulative 
Percent 

Valid Netral 2 5,4 5,4 5,4 

Agree 26 70,3 70,3 75,7 

Strongly agree 9 24,3 24,3 100,0 

Total 37 100,0 100,0  

       Source  : Researh, 2014 
Based on the table above, it can be seen that 26 respondents (70.3%) agreed that having 
the skills or the ability of business after being trained partners PT. Jasa Raharja (Persero) 
Bengkulu, 9 respondents (24.3%) stated strongly agree and 2 respondents (5.4%) 
expressed neutral. 
 
Simple Linear Regression Analysis and Testing Hypotheses 
Regression analysis is a study of the dependence of one or more independent variables 
on the dependent variable. With a view to predict the value of the dependent variable, 
the calculations performed by SPSS ver.19 with the following results: 

Table 7. Coefficientsa 

Model 

Unstandardized Coefficients 
Standardized 
Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 11,496 2,443  4,706 ,000 

PKBL 2,760 ,185 ,930 14,923 ,000 

a. Dependent Variable: SMEs development 
Sorce : Researh (data processed, 2014) 
Based on the results of data processing as shown in the table above in the column of un-
standardized coefficients, it was found a following simple linear regression model: Y = 
11.496 + 2.760 X. This means that every increasing of a unit PKBL variable will cause an 
increasing in SME development amounted to 2,760, but if there was no increasing or 
PKBL variable was constant, then the development of SME still at 2,760. 
 
Hypothesis testing is done by t-test is to determine whether the independent variables  
and dependent variable has a significant effect or not. T-count can be obtained by using 
SPSS 19 for windows. T-count will then be compared with t-table with an error rate 
(alpha) of 5% and the degrees of freedom (df) = (n - k). 
Rule of decision-making: 
Ho accepted if t <t table at α = 5% 
Ha accepted if t > t table at α = 5% 
 
At  role of hypothesis can be seen that t-count CSR variable is 14.923 and T-Table 1,690, 
so t-count > t table and a significance value of 0.000 (less than 0.05) so it can be 
concluded that the variables partnerships and community development programs (CSR) 
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of PT. Jasa Raharja (Persero) Bengkulu had significant effect on the development of 
SMEs in the city of Bengkulu. Jasa Raharja is a state-owned enterprise whose main tasks 
given by the government to run the law number 33 of 1964 on public passenger 
accident insurance compulsory and Law No. 34 of 1964 on compulsory insurance of road 
traffic accidents. Besides the management of the law, Jasa Raharja is also given the task 
of running the partnership and community development program (CSR) in accordance 
with decree no. 05 / MBU / 2007 dated April 27th 2007 on SOE ministry program with 
small businesses and community development programs. 
PT. Jasa Raharja (Persero) is the coordinator of Partnership throughout Bengkulu 
Province. Credit fund of SOE ministry is intended to empower small businesses to 
become strong, independent and able to thrive and help to empower social conditions 
in order to improve the development of social economy. 
 
CONCLUSIONS  
After doing the data analysis on partnerships and community development program and 
its influence on the development of SMEs, the researchers concluded as follows: 

1. Partnership Program and Community Development (CSR) of PT. Jasa Raharja 
(Persero) Branch of Bengkulu had done well and was instrumental in the 
development of SMEs in the city of Bengkulu. 

2. Simple linear regression analysis obtained equation Y = 11.496 + 2.760 X, which 
means that every increasing in variable of PKBL unit, it will cause an increasing in 
SME development amounted to 2,760, but if there is no increase in variable 
Partnership, the development of SMEs amounted to 11, 496. 

3. Testing hypotheses obtained t-count (14.923)> t table (1.690) and the significant 
value of 0.000 <0.05 so variable partnerships and community development 
programs (CSR) PT. Jasa Raharja (Persero) Bengkulu give significant effect on the 
development of SMEs in the city of Bengkulu. 
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Identification of Distribution Channel and Marketing Efficiency of Coffee Powder  
at Tebing Tinggi Subdistrict Empat Lawang Regency 

 
Hayatun Nofrida1, Nenny Waahyuni2 

 
Abstract 

This study is aim to identify the pattern of distribution channel and marketing efficiency 
of coffee powder at Tebing Tinggi Subdistrict Empat Lawang Regency. This research used 
deskriptive analysis methode. The subject of this research are produser, and  retailer.  
Data collected using documentation, interviews and observations. The results showed 
that there are two pattern of coffee powder marketing distribution channels namely 
channel pattern I (producer - consumer) and channel pattern II (producer – retailer - 
consumer).  The pattern of distribution channel I, was in the category of highly efficient, 
while the distribution channel pattern II was in the category of efficient.   

 
Keywords: marketing efficiency, coffee powder 

 
 
INTRODUCTION 
Indonesia is the world's third largest coffee producer after Brazil and Vietnam. In 2010 
the country is the world's largest coffee pengespor Brazilian export market with a share 
of 27.22 percent, followed by Vietnam 18.51 percent, while Indonesia ranks third with a 
share of 6.58 percent, and Columbia diurutan berikutmya with 6:23 percent export 
market share (Food and Agriculture Organization, 2012). 
 
One of the coffee-producing areas in Indonesia is Empat Lawang. Every region in Empat 
Lawang have coffee plantations that result can support the economy. Once the 
importance of coffee to the public until Empat Lawang be the only district in Indonesia, 
which uses coffee beans as a local mascot. Potential coffee in Empat Lawang can be 
seen from the high coffee production area, which amounted to 28 672 tonnes in 2012 
with a land area of 61 878 hectares of coffee plantation (Central Bureau of Statistics, 
2014). 
 
Empat Lawang government take an active role in encouraging the development of 
industries that use raw materials coffee, in particular ground coffee processing. Until 
now in Empat Lawang recorded three ground coffee processing business. One of the 
industries that have the support of the local government is ground coffee processing 
industry owned by Mr. Anang Zahiri (Department of Industry and Trade Empat Lawang, 
2015). Ground coffee processing business was started in 1997 with a production volume 
of 15 kg per day. Until now, the production volume of coffee powder produced has 
reached 200 kilograms per day. 
 
Marketing a product is said to be efficient when it created the circumstances in which all 
parties involved in the marketing process from producers, marketing agencies, to obtain 
consumer satisfaction with the marketing activities (Limbong and Sitorus, 1987). One 
method to assess the efficiency of marketing is to analyze the costs and margin trading 
system, as well as the spread of prices from the producer to the consumer level. Based 
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on the above information, the researchers are interested in identifying distribution 
channels and marketing efficiency on the ground coffee in Tebing Tinggi Empat Lawang. 

 
Problem Formulation 
 
Based on the above background, it can be arranged some interesting formulation of the 
problem to be studied, namely: 

1. How does the distribution of ground coffee marketing channels in Tebing Tinggi 
Empat Lawang. 

2. How is the marketing efficiency of ground coffee in Tebing Tinggi Empat Lawang . 
 
Objectives 
Based on the formulation of the problem above, then set some goals to be achieved in 
this study, namely: 

1. Identify the distribution of ground coffee marketing channels in Tebing Tinggi 
Empat Lawang. 

2. Calculate the efficiency of ground coffee marketing channels in Tebing Tinggi 
Empat Lawang. 

 
THEORETICAL FRAMEWORK 
Marketing Channels 
The American Marketing Association states that the marketing channel is an 
organizational unit structure within the company and outside the company consisting of 
agents, dealers, wholesalers, and retailers, through which a commodity, a product or 
service is marketed (Swastha, 1999). 
According Angipora (1999), this form of marketing distribution channels can be divided 
into two, namely: 
 
a. Direct Channel of Distribution 

 
 
 

Direct channel distribution is form of  distribution from producer directly to 
conssumer without  any middlemen..   

 
b. Indirect Channel of Distribution 
 

1. 
 
 
 
 2. 
 

In choosing a distribution channel manufacturer must consider carefully the 
distribution channels are most appropriately used as a means to market their 
products so that optimal benefits could be obtained (Angipora, 1999). 

 
Marketing Cost 
Marketing costs are all costs incurred in the process of delivering goods from producer 
to consumer. The term marketing costs in the marketing of agricultural commodities 

Consumer Produser 

Consumer Retailer Produser 

Consumer Retailer Wholesaler Produser 
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include the amount of expenditure incurred for the purposes of the implementation of 
activities related to the sale of products and the amount of expenditure by the agency 
trading system (Limbong and Sitorus 1987). 
 
According Mubyarto (1989), agricultural commodities are more easily damaged or 
consuming a great place for the transport and storage will take higher marketing costs in 
comparison with other commodities. This led to marketing costs to be incurred are also 
likely to grow. 
 
Marketing Margin and Profit Margin 
According Soekartawi (1993), the marketing margin can be interpreted as the price 
difference that occurs between one marketing agencies with other marketing agencies 
in the channel business administration. Marketing margin consists of two major 
components, namely the cost of marketing and marketing advantages. 
 
Marketing costs are the costs incurred for marketing purposes. Marketing costs include 
expenses for purposes of implementing a number of activities related to the sale of 
products and the amount of expenditure by marketing agencies. More and more 
marketing agencies are involved, it will be the more treatment given to goods or 
commodities resulting in increased marketing costs (Limbong and Sitorus, 1987). 
 
Profit on commodities sold in the economic sense can be defined as the difference 
between the proceeds received from the seller and the cost of resources sacrifices that 
have been used to produce the commodity. If the costs (sacrifices resource) issued less 
than acceptable results, the seller or the manufacturer can be said that a positive 
benefit or profit. However, if the cost is greater than the proceeds received, the seller or 
the manufacturer can be said that the negative profit or loss (Mubyarto, 1989). 
 
The profit margin is the difference between marketing margin to the cost of marketing. 
Each marketing agencies involved in the process of marketing a commodity wants to 
make a profit, because that farmgate prices are always lower than the price at the level 
of wholesalers, and the price level wholesalers are always lower than the price at the 
intermediary level, and so on until the end consumers get a high price difference 
compared with the price level that occurred manufacturers (Soekartawi, 1993). 
 
Marketing Efficiency 
According Soekartawi (1993), the efficiency of means can divert agricultural products 
from producers to consumers at the point of minimum cost, the price level and the level 
of reasonable and fair profit and sales can be done properly. The level of efficiency at 
each different marketing agencies in value. Inefficient market would occur if the greater 
marketing costs and the value of the products marketed are not too big. 
 
A trading system would be efficient if it is able to convey their products to consumers at 
the lowest possible cost and able to hold a fair sharing of the benefits of the overall 
price paid by consumers to all those who participate in the activities of production and 
business administration (Rahardi, 2004). 
 
METHODS 
The method used in this research is descriptive method. The sampling method used was 
simple random sampling, the number of respondents as many as one person 
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entrepreneurs ground coffee processing, 10 retailers, and 5 people ground coffee 
consumers. 
 
RESULTS AND DISCUSSION 
Distribution Channels of Coffee 
Ground coffee marketing in Tebing Tinggi Subdistrict Empat Lawang is generally done in 
two patterns. The first distribution pattern is the pattern of direct distribution, which 
manufacturers producing ground coffee directly sell products to consumers. The second 
distribution pattern is the pattern of indirect distribution, in which the ground coffee 
producers market their products through middlemen, namely retailers. 
 
Costs, Advantages and Marketing Efficiency 
On the marketing of coffee powder in Tebing Tinggi Subdistrict is a marketing agency 
that is involved in the marketing channel there is only retailers. Therefore the costs of 
marketing and marketing advantages only visible at the level of retailers only. 
Recapitulation marketing cost and marketing advantages at the level of retailers can be 
seen in the following table: 
 

Table 1. Summary of Costs and Benefits Marketing 
 

No Uraian 
Value 

(Rp/kg) 

1 Buyer Price                    38.000  

2 Marketing Cost   

  a. Decreasing Cost                         176  

  b. Transportation Cost                         800  

  c. Packing Cost                         100  

  Total Marketing Cost                      1.076  

3 Selling Price                     42.000  

4 Marketing Benefit                      2.924  

5 Marketing Efficiency                        0,03  

Source: Processed Data Research, 2015 

Based on the research results can be known benefits retailers from marketing the coffee 

powder, amounting to Rp2.924 / kg. This advantage is obtained retailers from the 

difference between the sales price of coffee powder (Rp42.000, - / kg) at a purchase 

price of ground coffee from producers and marketing costs. 

 



                                                      Transforming Business in Emerging Markets 
 

405 
 

Marketing costs to be incurred by retailers consist of depreciation costs, freight costs 

and packaging costs. Depreciation costs are depreciation costs of equipment primarily 

used during the marketing process, including scales and a wooden table. The average 

value of depreciation incurred by retailers is Rp176, - / kg. While freight costs calculated 

at Rp800, - / kg. The freight costs are cost components pemsaran the greatest value 

compared to the two other components of marketing costs. This is because the 

transport is usually done using a motor vehicle. 

Marketing costs for packaging component is the cost of marketing the smallest value. 

The packaging process at the level of retailers are also almost the same as the packaging 

process at the producer level. Packaging is done by first has outlined plastic packaging in 

accordance with the required size and then insert the ground coffee into the packaging 

that has been provided and weigh the coffee powder according to consumer demand. 

A marketing channel is said to be efficient if it is able to convey their products to 

consumers at the lowest possible cost and able to hold a fair sharing of the benefits of 

the overall price paid by consumers to all those who participate in the activities of 

production and business administration (Rahardi, 2004). Marketing efficiency of a 

product is calculated from the ratio of total marketing costs with the total value of the 

products marketed. Calculation of ground coffee marketing efficiency are marketed in 

Tebing Tinggi Subdistrict as shown in Table 5.7 shows the number 0.03. Marketing 

efficiency values of less than 1 (0 <Ep <1) means that the marketing of coffee powder in 

Tebing Tinggi Subdistrict is already efficient. 

CONCLUSIONS 

Based on the discussion of the results of this study we can conclude several things, 
namely: 

1.  There are two pattern of coffee powder marketing distribution channels namely 
channel pattern I (producer - consumer) and channel pattern II (producer – retailer – 
consumer). 

2.  The pattern of distribution channel I, was in the category of highly efficient with 
marketing efficiency value of 0.03, while the distribution channel pattern II was in the 
category of efficient. 

From the results of this study suggested some of the following: 
1.  The marketing of coffee powder at Tebing Tinggi Subdistrict advised to be expanded 

through greater marketing network. 
2.  Researchers further advised to examine the prospects for the development of ground 

coffee business in the City of Tebing Tinggi Subdistrict Empat Lawang. 
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Abstract 
 
Competition among higher education is getting very strong. Educational institution 
must manage their organization well as a kind of bussiness without leaving its essential 
aspect and must able to transform its organization to be the marketing company.In 
recent years, number of new students in the private higher education is fluctuated. 
Such phenomenon may have a risk or impact on the organizational finance and 
teaching-learning cost. Therefore, the organization must have its strategy reevaluated 
and reformulated to increase it. The student decision influenced by marketing mix 
strategy; product, price, promotion, place, process, people, and service. The problems 
in this research are: how marketing mix strategy (product, price, promotion, place, 
process the, people, and service) influences student is chosen of University Prof. Dr. 
Hazairin, SH Bengkulu, and how accreditation status influences student chose of 
University Prof. Dr. Hazairin, SH 
The theories used in this research are the marketing mix theory, accreditation theory, 
consumer behavior theory and buying decision theory.This researh are decriptive 
quantitative approach with survey method. This research constitutes explanatory and 
all of variables are measured by likert scale. The technique to gathering were used the 
questionnaire and interview for 102 respondents.The method of multiple linier 
regression was used to answer the hypothesies with level of confidence 95%, α = 0,05. 
The determination coefficient (R²) of regression result is 89,5% indicating that the 
independent variables (product, price, promotion, place, process, people, physical 
evidence) were able to explain 89,5% to the dependent variable (student chosen 
decision).  Based on the standardized coefficient, it’s partially known that physical 
evidence variable has positive influence (7,916) and more dominant compared to other 
variables (product, price, promotion, place, process, and people). Through the linier 
regression modestly, it’s known that accreditation status was able to explain 24,4% to 
the student choosen. 
The conclusions of this research are the marketing mix strategy (product, price, 
promotion, place, process, people, physical evidence) influences on students decision of 
University Prof. Dr. Hazairin, SH, and influences student’s chosen of University Prof. Dr. 
Hazairin, SH. 
 
Keywords: Marketing Mix, Accreditation, and Customer Decision 
 
Introduction 
 
Higher education is one of the main pillars of development in developing countries. In 
consideration of the number of population and growth rates, it is impossible for the 
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government to provide education for the community as a whole, and so we need private 
participation in the provision of higher education (De Vaus, 2002; Zikmund, 2000). 
 
Is Colleges needs Marketing? Because Marketing is usually the target for the sale of 
goods and products, while the College is an educational institution to print the Bachelor, 
Scholars and Academics. Marketing Universities have a special position and strategic 
autonomy in order to obtain the student in accordance with the target of each academic 
year. 
 
According to data from the 3600 higher education institutions in Indonesia, there are 
only 98 state universities, while the rest is private universities (source: Kopertis Region II 
May 14, 2014). Significant growth of the numbers of private universities generates high 
competition among the perpetrators. 
 
Accreditation status of the university is a reflection of the performance of the college 
concerned and describes the quality, efficiency and relevance of the study program. 
With the accreditation status, students will be more confident and trust to continue his 
studies at the university. 
 

Table 1. List of Universities in Bengkulu 
 

No. Name 
 

Address 

1 Universitas Negeri Bengkulu, Universitas Prof. Dr. Hazairin, 
SH, Universitas Muhammadiyah Bengkulu, Universitas 
Dehasen, Institut Agama Islam Negeri,  
Sekolah tinggi Ilmu Kesehatan Dehasen, Sekolah tinggi Ilmu 
Administrasi, Sekolah Tinggi Ilmu Kesehatan Bhakti Husada, 
SekolahTinggi Ilmu Kesehatan Tri Mandiri Sakti, Sekolah 
tinggi Ilmu Teknik Trisula, STMIK Nusantara Bengkulu,  
Politeknik Kesehatan Kementrian Kesehatan, Akademi Analis 
Kesehatan, AMIK Nusantara Bengkulu, Akademi Kesehatan 
Sapta Bhakti 

 
 
 
 
Kota Bengkulu 

2 Universitas Ratu Samban Arga Makmur 

3 Sekolah tinggi Ilmu Pertanian Rejang Lebong, STAIN Curup, 
Politeknik Raflesia 

Curup/ Kab.RL  

Source: Kopertis Region II and the Ministry of National Education Statistics 2014 

 

From these data, Bengkulu provincial capital turns dominating. 80% concentrated in 
Bengkulu University, followed by high school (75%), technical colleges (50%), and the 
only institute in the city of Bengkulu. Thus, it can be understood if the private 
universities in Bengkulu competition is high. 
 
The phenomenon illustrates that private universities marketing strategies that are not 
appropriate, they result in less competitive compared to other universities to attract 
new students. Some private universities tend to run in limited marketing activities, thus 
might affect the low performance of private universities. 
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In the last three years based on the number of applicants who enroll in some courses at 
the Faculty of the University Prof. Dr. Hazairin, S.H has decreased, as shown in the 
following table: 

 
Table 2. Number of New Students University Prof. Dr. Hazairin, SH 

 

No Faculty Academic Year 

2011/2012 2012/2013 2013/2014 

1 Law, Economy, Social and 
Political science, Teacher 
Training, Agricuture, 
Engineering 

 
986 

 
871 

 
846 

Source: Bureau of Administration and General University Prof. Dr. Hazairin, SH 2015 

 
Table 3. Accreditation RatingBased on Study Program and Faculty University 

Prof. Dr. Hazairin, S.H 
 

Source: Bureau of Administration and General University Prof. Dr. Hazairin, S.H 2015 

 
Based on the table above, it appears that the number of students has decreased from 
year to year. This is presumably related to marketing communication strategy is applied 
and the accreditation status of the University Prof. Dr. Hazairin, SH. To that end, the 
need for research on marketing communications strategies and connected with the 
decision of choosing to study at the University Prof. Dr. Hazairin, SH. Changes into a 
buyer's market orientation course requires planning and the application of appropriate 
marketing strategies so as to provide excellent service to students. 
 
Identification of Problems 
 
1. How to build a marketing mix that is based on the strategy of marketing mix? 
2. How marketing mix strategy to influence the student's decision to go to college at the 

University Prof. Dr. Hazairin, S.H? 
3. How does the accreditation status of the student's decision to go to college at the 

University Prof. Dr. Hazairin, S.H? 
 
Research purposes 
1. To identify and analyze the performance of marketing efforts to build based on the 

strategy of marketing mix. 

No. Faculty/Study Program Accreditation 
Rating 

1 Law ( Law Science), Economy (Management), Teacher 
Training (Geography), Social and Political science (State 
Administration), Agriculture (Aquaculture, Agrotechnology) 

 
B 

2 Law ( Magister  Law Science), Economy (Accounting, 
Economic Science and Development Studies), Teacher 
Training (Guidance and Counseling). Engineering (Machine, 
Civil) 

 
C 
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2. To identify and analyze the impact of marketing mix strategies on student's decision 
to go to college at the University Prof. Dr. Hazairin, SH. 

3. To identify and analyze the influence of accreditation status on student's decision to 
go to college at the University Prof. Dr. Hazairin, SH. 

 
Literature Review 
 
Marketing Mix Education Services 
In supporting the characteristics and classification of services of higher education 
institutions, the marketing mix in educational institutions are as follows: 
1. Education Program (Product) 
      Product education institutions are educational programs offered to students.  
2. Cost of Education (Price) 
      According to Kotler and Fox (1999: 308-309) pricing for educational institutions is 

very important because the brand depends on the tuition and other fees for its 
operations.  

3. Location and Services (Place) 
      The location is the place to stay where educational institutions education programs 

received by students. While the system of services is the delivery of programs and 
services that will determine who gets the benefit of the educational program (Kotler 
& Fox, 1999: 333). 

4. Promotion and Communication Services (Promotion) 
      Each educational institution can regularly communicate themselves through the 

program, students, alumni, campus and other communications programs. This 
business can be done formally or informally. Most educational institutions in 
communicating with the market using public relations, publication marketing and 
advertising which is the main type of formal marketing communications program. 

5. Process (Processes) 
      Payne (2001: 210) said that all activities of the work are a process. This involves a 

policy decision on the involvement of customers and employees flexibility. Process 
management is a key aspect of improving the quality of services. 

6. Physical Facilities (Physical Evidence) 
      Mery J Bitner (2001: 144) says that the proof of service include tangible 

representation of services. Teaching means, means of student activities, education 
infrastructure, and others. 

7. Human Resources (People) 
      Human resources involved in the provision of educational programs and other 

services to the education services consist ;structural officials, academic staff, 
administrative staff, security, technical and others  

 
Accreditation Program 
Accreditation status issued by National Accreditation Board of Higher Education with a 
rating of A, B, C, and are not accredited.The rating indicates the ability of the process of 
the implementation level of the study program from the aspects: number and 
qualification of teachers, educational facilities, and the evaluation system. 
 
Meanwhile, according to the Regulation of the Minister of National Education Republic 
of Indonesia Number 28 Tahun2005 Article 1 (2) that 'the accreditation of higher 
education is an assessment of the feasibility of the program and / or units of higher 



                                                      Transforming Business in Emerging Markets 
 

411 
 

education based on criteria that have been established to provide quality assurance to 
the public. 
Furthermore, according to National Accreditation Board of Higher Education, that 
"accreditation is a process evaluation and quality assessment institution or program of 
study conducted by a team of peer expert (team of assessors) based on the quality 
standards that have been established, for the direction of a body or institution 
accredited independent outside institution or program of study in question.  
 
Consumer Behavior 
Schiffman and Kanuk (1994) states that 'the term consumer behavior can be defined as 
the behavior that consumers display in searching for purchasing, using, evaluating, and 
disposing of products, services and ideas the which they expect will satisfy Reviews their 
needs. 
 
Factors affecting consumer behavior 
According to Armstrong and Kottler (2006), that "consumer purchases are strongly 
influenced by cultural, social, personal, and psychological characteristic" 
 
The decision making process in purchasing 
According to Kotler (2000), that "the purchase of a specific process consists of the 
following sequence of events: introduction to the problem needs, information search, 
evaluation of alternatives, purchase decision and post-purchase behavior".  

 
Methodology and Sample 
This research was conducted by using a survey approach. This type of research is 
quantitative descriptive research that aims to decipher or describe the properties 
(characteristics) of a situation or object of research, conducted through the collection 
and analysis of quantitative data and statistical tests (Churchill, 2002). 
 
The primary data in the study was obtained from the questionnaires to the students/i 
Academic Year 2013/2014, observation, and interviews with the leadership of the 
University Prof. Dr.Hazairin, SH. Samples used in this study 102 respondents. 
 
Selection of respondents was conducted with proportionate stratified random sampling 
method, which is shared by faculty and study program.  
 
Hypothesis testing 
1. The first hypothesis test: 
      Marketing Mix conducted by the University Prof. Dr. Hazairin, SH consisting of 

product (X1), price (X2), promotion (X3), location (X4), people (X5), process (X6), 
facilities (X7), influence the decision to choose a college student at the University 
Prof. Dr. Hazairin, SH 

2. Testing the second hypothesis: 
      Accreditation Status at the University Prof. Dr. Hazairin, SH influence the decision to 

choose a college student at the University Prof. Dr. Hazairin, SH 
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Framework 

 
 
Framework 1: Marketing Mix influence on the decision of Students 

 
 

 
 
 
Framework 2: Accreditation Statusi  Influence on the decision of the Students 

 
Results.  
Finding  
 
First Hypothesis Test Results 
 
Multiple Linear Regression 
Results of testing the hypothesis that the product (X1), price (X2), promotion (X3), 
location (X4), personal (X5), process (X6), and services (X7) significantly affected the 
student's decision to vote (Y) at the University Prof. Dr. Hazairin, SH acceptable. 

 
Table 6. Results of Multiple Linear Regression 

Model                   Unstandarized Coeeficients                       Standarized Coeeficients 
                                              B                                               Std. Error                 Beta 

(Constant)                        3.586                                               .893 
Product                               .061                                               .028                       .119 
price                                    .090                                               .019                       .254  
Promotion                          .111                                               .020                       .313 
location                               .099                                               .024                       .293 
Personal                              .187                                               .033                       .362 
Process                                .192                                              .044                        .105   
Service                                 .159                                              .020                        .478 

Dependent Variable: Decision Choose 
Source: Research Findings, 2015 (Data Processed) 

   
Based on the table, then the regression equation as follows: 
Y = 3,586 + 0.061X1 + 0.090X2 + 0.111X3 + 0.099X4 + 0.187X5 + 0.092X6 + 0.159X7 
 

Students 
decision

Product

promotion

Process

physical 
evidence

People

Location

Price

Status accreditation  Student Decision 
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From the equation, it is known that the regression coefficient of each variable is 
positive, which means that the rise in the value of the Y direction of the X value or vice 
versa. 
To measure the influence of independent variables, namely the product (X1), price (X2), 
promotion (X3), location (X4), personal (X5), process (X6), and services (X7) on the 
dependent variable keputusan students choose (Y) used the coefficient of determination 
(R ²) as shown in the following table: 

 
 

Table 7. Test Results Coefficient of Determination 

Model     R          R Square        Adjusted R. Square 

1  .946(a)    .895    .978 

a. Predictors: (Constant), product, price, promotion, location, personnel, processes, and 
services 

b. Dependent variables: Decision Choose 
Source: Research Findings, 2015 (Data Processed) 

 
From the table it is known that the magnitude of the numbers R Square is equal to 0895, 
it indicates that the Marketing Mix (product, pricing, promotion, place, people, 
processes, and services) explained 89.5% of the dependent variable (Student Decision). 
While the remaining 10.5% is the influence of other variables that are not explained by 
this research model, such as environmental influences. 

 
Test F (Unison) 
The model used to test the hypothesis that F (Unison), namely: 
1. F Test (Test Simultaneously) 

a. Ho: b1, b2, b3, b4, b5, b6, b7, = 0 (meaning the factors of marketing mix strategy 
consisting of; product (study program), price (cost of education), promotion, 
location, personnel, processes, and physical evidence with the same does not 
affect the decision of the students choose the University Prof. Dr. Hazairin, SH. 

b. Ho: b1, b2, b3, b4, b5, b6, b7, ≠ 0 (meaning the factors of marketing mix strategy 
consisting of; product (study program), price (cost of education), promotion, 
location, personnel, processes, and physical evidence with the same effect on the 
decision of students choose the University Prof. Dr. Hazairin, SH. 

 
 The criteria for taking decisions accept Ho if Fcount<Ftable at α = 5% and reject Ho          
(Ha accepted) if F count> F table at α = 5% 

 
Table 8. F Test 

Model 
Sum of 
Squares df 

Mean 
Square F Sig. 

1 Regression 41.092 7 5.870 52.267 .000(a) 

Residual 4.829 43 .112   

Total 45.922 50    

a. Predictors: (Constant), Services, Processes, Promotion, Product, Cost, Place, People 
b. Dependent Variable: Decision 
 
Source: Research Findings, 2015 (Data Processed) 
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Values obtained from Table 8. Fcount 52.27 with 0.000 significance. While the value of F 
table at the 95% confidence level (α = 0.05), the value Ftabel (2.24). Thus Fcount> 
Ftable, namely 52.27> 2.24. Therefore Ho rejected and Ha accepted, which means that 
the product (X1), price (X2), promotion (X3), place (X4), people (X5), process (X6), and 
physical evidence (X7) collectively the same highly significant effect on student's 
decision to vote (Y) 
 
2. Test t (Partial) 
Model hypothesis used in the t test (partial), namely: 
a. H0: b1 = 0 (meaning the factors of marketing mix strategy consisting of; product 

(study program), price (cost of education), promotion, place, people, processes, and 
physical evidence) no partial effect on student decisionchoose University Prof. Dr. 
Hazairin, SH. 

b. Ha: b1 ≠ 0 (meaning the factors of marketing mix strategy consisting of; product 
(study program), price (cost of education), promotion, place, people, processes, and 
physical evidence) partial effect on the decision of students choose the University 
Prof. Dr. Hazairin, SH 

 
With decision-making criteria accept Ho if t table  ≤ t count on α = 5% and reject Ho (Ha 
accepted) if t count <t table or t count> t table F table on α = 5% 

 
Table 9.  Test results t (Partial) 

Model                   Unstandarized Coeeficients                       Standarized Coeeficients 
                               B                      Std. Error       Beta                         t                          Sig. 

(Constant)            3.586               .893                                             4.014                       .000 
Product                     .061             .028                       .119              2.154                        .037 
price                          .090             .019                       .254              4.717                        .000 
promotion               .111              .020                       .313              5.599                       .000 
location                    .099              .024                       .293              3.483                       .000 
Personal                   .187              .033                       .362              5.720                       .000 
Process                     .192              .044                       .105              2.077                       .044 
services                    .159               .020                       .478             7.916                       .000 

a.Dependent Variable: Decision Choose 
Source: Research Findings, 2015 (Data Processed) 

 
From Table 9 is obtained t count each independent variable. Tcount will be compared 
with the value ttabel at 95% confidence level (α = 0.05). Partial effect of all the variables 
obtained by value t count> t table. Therefore Ho rejected and Ha accepted, which means 
that the product (X1), price (X2), promotion (X3), place (X4), people (X5), process (X6), 
and services (X7) partially influence highly significant to the student's decision to vote (Y) 
 
Second Hypothesis Test Results 
 
Simple Linear Regression 
The result of the second hypothesis states that the accreditation status (X) significantly 
affect a student's decision to vote (Y) at the University Prof. Dr. Hazairin, S.H, are 
acceptable. 
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Table 10. Simple Linear Regression Results 

Model                   Unstandarized Coeeficients                       Standarized Coeeficients 
                                              B                                               Std. Error                 Beta 

(Constant)                        3.586                                               .893 
Accreditation  
Status                                   .247                                               .062                       .494 
 

a.Dependet Variable: Decision Choose 
Source: Research Findings, 2015 (Data Processed) 

 
Based on the table, obtained by multiple linear regression equation 
Y = 12 286 + 0247 X1or 
 
Decision = 12 286 + 0247 Accreditation Status 
 
From the equation above, note that each variable regression coefficient is positive, 
which means that changes in the rise in the value of the Y direction of the X value or vice 
versa. 
 
The coefficient of determination (R 2) is used to measure the influence of independent 
variables, namely the status akresitasi (X) to the dependent variable is the student's 
decision (Y) can be seen in the following table: 
 

Table 11. Coefficient of Determination Test Results 

Model                                      R                                    R Square                Adjusted R Square 

1                                       .494(a)                                         .244                                          .229                 
 

Predictors: (Constant), Accreditation Status 
a.Dependent Variable: Decision Choose 
Source: Research Findings, 2015 (Data Processed) 

 
From the table 11 an unknown amount of R Square is 0.244, indicating that the 
Accreditation Status explain 24.4% of the student's decision. While the remaining 75.6% 
is the influence of other variables. 
 
Test F 
The second hypothesis is tested simultaneously. 
1. F Test (Test Simultaneously) 

a. Ho: b1 = 0 (accreditation status does not affect the decision of the students 
choose the University Prof. Dr. Hazairin, S.H rejected and 

b. Ha: b1 ≠ 0 (accreditation status influence the student's decision to go to college 
at the University Prof. Dr. Hazairin, S.H accepted. 

 
With decision-making criteria: thank Ho if F arithmetic <F table at α = 5% and reject Ho 
(Ha accepted) if F count> F table at α = 5%. Simultaneous test results can be seen in 
Table 6.3 below. 
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Table 11. Test results F 

  Sum of     

Model  Squares df Mean    Square F Sig. 

 Regression    11.218                  11.218 15.839 .000(a) 

 Residual    34.704 102      .708   

 Total    45.922 102    

       
a.Predictors: (Constant), Accreditation Status 
b.Dependent Variable: Decision 
Source: Research Findings, 2015 (Data Processed) 

 
Table 11 F count 15 839 values obtained with 0.000 significance. While the value of F 
table at the 95% confidence level (α = 0.05) then the value Ftable (2:24). Thus Fcount > 
Ftable, ie 15 839> 2.24. Therefore Ho rejected and Ha accepted, which means that the 
Accreditation Status (X) highly significant effect on student's decision to vote (Y) lecture 
at the University Prof. Dr. Hazairin, S.H. 
 
It can be seen from the significant value of the F test is 0.000, which is smaller than α = 
5%. Meaning highly significant indicates that the accreditation status of very significant 
effect on the decision of students choose the University Prof. Dr. Hazairin. The 
acquisition of appropriate reference BAN-PT (2006), that the results of accreditation is 
the recognition that an institution (study program) meets a predetermined quality 
standards making it feasible to organize programs. 
 
Limitations  
It can be said that there are many limitations in this study. There are several public and 
private universities in Bengkulu. This study has been applied in only one foundation 
university and only 102 enrolled students in the 2013-2014 semesters. That it to say, a 
very limited number of students were surveyed in this article. 
 
Conclusion 
1. The first hypothesis test results, found that the marketing communication was highly 

significant (highly significant) against the decision of college students at the 
University Prof. Dr. Hazairin, S.H. 
a. Product; UNIHAZ offers 6 Faculty accredited, diploma granting officially 

recognized. 
b. Price; the tuition fee is calculated based courses per semester. 
c. Place; location is the center of a strategic city 
d. Promotion; promotion programs, pamphlets, banners, radio, and websites. 
e. People; professional lecturers, education experts and practitioners with 

qualification S2 and S3. 
f. Process; applying a pattern lectures and teaching standardized and student 

activities. 
g. Physical evidence; have tools lectures, representative rooms, laboratories, 

libraries, and Wi-Fi 
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2. The second hypothesis test results, obtained that the accreditation status has a very 
close relationship with the decision of college students at the University Prof. Dr. 
Hazairin, SH. This means that the better the level of accreditation held by the 
Program, will increase the interest of students make the decision to go to college at 
the University Prof. Dr. Hazairin, SH. 

3. The claim that the universities must be accredited by BAN-PT, the integrated 
marketing communication is becoming a necessity. 
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Abstract 

The aims of the study are to develop strategies for service innovation, improvement in 
the public sector services company. Identification of development strategy is done by 
tracking the causes and effects that can create service innovation within organizations. 
Observed variable relationship modeling is developed using Structural Equation Model 
using Amos software 16.0 versions. The study was conducted through self-administered 
survey. 162 questionnaires are collected from 200 respondents of public service 
employees who serve the public directly in the service counter.  
The results showed that only one out of the five hypotheses proposed that significant 
proved. The hypothesis proved significant is the relationship between customer 
orientation towards service innovation. The results showed that service innovation is 
created from the results of customer orientation.  This study contributed new finding 
regarding the development strategy for improving service innovation in the public sector 
services company. In addition, this study also contributes to the development of 
structural model between variable service orientation, customer orientation, service 
innovation, and organizational performance. 
 

Keywords: service orientation, customer orientation, service innovation, organizational 
performance, public sector  

Introduction 

Service innovation is relatively new research topic in Indonesia. However, service 
innovation is popular, attractive, and dynamic marketing research topics for researchers 
in developed countries around the world. Service innovation becomes part of the 
research study in service management (Wang, 2015). Service innovation was first 
discussed by Vandermerwe and Rada (1989) which defines service innovation as a 
process of value creation by adding a particular service as a value-added in the product 
offerings. Along with the development of research investigations that have been 
conducted by researchers in the developed countries, research on service innovation 
has been the foundation for issues in service industries, including consumer engagement 
(Bendapudi dan Leone, 2003), transformation of knowledge (Muller and Zenker, 2001), 
team-work (Mention, 2011), patterns of innovation (Chang, Chang, Chi, Chen and Deng, 
2012), and measurement of specific services (Hipp dan Grupp, 2005). Although many 

mailto:masdjati_sai@yahoo.co.id
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studies in developed countries are trying to answer a variety of issues regarding the 
novelty of the concept of service innovation in various service industries, few specific 
studies are conducted in developing countries such as Indonesia. Specially, research on 
service innovation in the public service sector is still very rare to find. The concept of 
service innovation is often associated with hi-tech services (Wang, 2015; Chen, Tsou, and 
Ching, 2011) manufactured (Gebauer, Edvardsson, and Bjurko, 2010; Gebauer, Fleish 
and Friedli, 2005) and small-and-medium enterprises (Amara, Landry, and Traore, 2008). 

Public service industries in Indonesia are still facing problems in terms of service 
performances. The performances of public services in Indonesia perceived poor, slow, 
inefficient, rigid bureaucracy, complicated and overlapped (Anggarawati and Saputra, 
2015). Poor service from government agencies in Indonesia is believed to be the main 
cause of poor Indonesian economy's competitive position compared to many countries 
in the world (Anggarawati and Saputra, 2015).   Anggarawati and Saputra (2015) find 
that there is a linear relationship between service cultures toward service innovation. 
The culture of public services is low and not oriented to the public that result in low 
service innovation in the public sector. The lower level of public sector services has an 
impact on the low level of the performance of services in the public sector (Anggarawati 
and Saputra, 2015). 

Public service innovation becomes an interesting topic, important, popular in answering 
the issue of problems regarding the performance of public services in Indonesia. State 
Minister for the Empowerment of State Apparatus continues to drive innovation in 
public services by government agencies from the central to the region. The seriousness 
of the State Minister for the Empowerment of State Apparatus is realized through a 
circular letter, number 09 Year 2014 concerning Public Service Innovation Competition 
2015 in the Ministry Environment or the Central and Local Government. 

Although the central government is is seriously accelerating innovation across the 
government agencies, but not many studies have tried to identify the factors driving the 
creation of public service innovation. The results of a literature review of research that 
adopts from studies conducted in developed countries show that the service innovation 
organizations directly affected by customer orientation and service orientation. The 
view that innovation is born as a result of the company orientation towards the 
customer is largely the result of the study in the business sector (Narver and Slater, 
1990; Kohli and Jaworski, 1990; Wang, 2015). Nerver and Slater (1990) suggested that 
the customer-oriented view can increase the profitability of the business.  

Links of service innovation with various other variables theoretically is still being 
debated by some researchers. Relationship modeling synthesized also relatively diverse, 
depend on the purposes, objects and subjects of the research. None of service 
innovation researches that are capable to generalize cross-country or a variety of 
different research objects. Although debates emerge regarding the relationships, 
modeling with other variables of service innovation, but there is general agreement 
among researchers that the performance of services is directly or indirectly affected by 
the organizational service innovation (Kohli and Jaworski, 1990; Wang, 2015; 
McDermoott and Prajogo, 2012). Furthermore, the results of research conducted by 
Kohli and Jaworski (1990) found that customer orientation has a significant effect on the 
organizational performance. Wang (2015) in his study adds a moderating variable in a 
study conducted by Kohli and Jaworski (1990) that investigated the influence of the 
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relationship between customer orientations towards service performance with the 
mediated service innovation. On the other hand, a study conducted by Homburg, Hoyer, 
and Fassnacht (2002) and Lytle and Fimmerman (2006) found that service orientation 
significantly influence the performance of the company. 

Although the results of their research largely carried on the business sector, but the 
development of innovative research model services in the public sector it is important to 
be done. Based on the synthesis of the results of previous research, this study aimed to 
investigate the influence of the relationship between customer orientation and service 
orientation toward organizational performance with mediated by service innovation 
variable. Through modeling this relationship is expected to contribute ideas for policy 
makers to not only suppress innovation in public services on all entities in the 
organization, but also to build and develop a variety of factors that can encourage the 
creation of innovative services to all entities within the company. For researchers who 
are interested about service innovation, can use the results of this study as a reference 
for the development of the concept of innovation. Furthermore, the researchers also 
expected to conduct validity test of the proposed model in a variety of other research 
objects. For people who use services, the results of this study are expected to impact 
directly or indirectly in improving quality of society life as a result of better performance 
of public services in the future. 

Literature Review 

Service Orientation 
Research on service climate in the organization is increasingly gaining interest among 
academics lately. Interest of researchers is stimulated by the results of research studies 
conducted by Lyte, Hom and Mokwa (1998) and Shneider, White, and Paul (1998). Their 
researches are based on the strategic philosophy to achieve competitive advantage 
through value creation for customers. The emphasis on value creation obtained through 
the presentation of excellent service to customers. Lytle and Timmerman (2006) suggest 
the presentation of excellent service is not enough simply to prioritize presenting 
superior service to external customers but also to provide better service to internal 
customers. Service-oriented organization adheres to the idea that excellent service is a 
strategic priority and the service was very influence the superior value creation, 
competitive advantage, growth, and profitability (Ltyle and Timmerman, 2006). 
 

Lytle, Hom, and Mokwa (1998) define service orientation as:  

“Belief of organization pertaining to procedures, practices, and organizational policies 
that sustain aimed to support and reward the behavior of the provision of services to 
create and present an excellent service.” 

Definitions are almost as well expressed by Shneider, White, and Paul (1998). They 
conducted a study to learn about the organizational climate in terms of consumer 
perception of the quality of service. Shneider, White, and Paul (1998) mentions that the 
services climate is:  

“Employee perceptions about practices, procedures, and organizational policies that 
sustain aimed to support and reward the behavior of the provision of services to 
create and present an excellent service”. 
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The similarities of the definition put forward by two groups of researchers create 
polemic that climate service is deemed equal to the service orientation of the 
organization. Lytle, Home and Mokwa (1998) states that service orientation is a 
dimension of overall organizational climate. Therefore, practices, procedures, and policy 
organizations that provide support for the presentation of excellent service to 
customers will provide direct implications for climate services. Kelley (1992) adding that 
the service climate is one of the characteristics of service delivery and service quality 
that distinguishes an organization with other organizations. Kelley (1992) also 
mentioned that the results of services climate include individual behavior in 
organizations. Kelley opinion implies that the organization has a positive service climate 
engage in practices, procedures, and certain policies that encourage behavior of 
employee in presenting excellent service. Thus service climate is deemed equal to the 
service orientation of the organization. 

Costumer Orientation 
Narver and Slater (1990) define market orientation as an organizational culture that is 
most effective in behavior creation that essential for the creation of superior value for 
buyers as well as the performance of the business. Uncles (2005) define market 
orientation as one of the processes and activities related to the creation and customer 
satisfaction by constantly assess the needs and desires of customers. Implementation of 
market orientation brings performance improvement for the company. Narver and 
Slater (1990) state that market orientation consists of three components: customer, 
competitor orientation and interfunctional coordination. Customer and competitor 
orientation are include all activities involved in obtaining information about buyers and 
their competitors on the target market and spread through the business, while the 
interfunctional coordination based on customer information as well as competitors and 
consists of a coordinated business. It can be understood that the implementation of 
market orientation requires a company's ability to find a variety of market information 
that can be used as the basis for the company to carry out the next steps or strategies. 
The concept of customer orientation can also be interpreted as an adequate 
understanding of the customer in order to create superior value for customers 
continuously. It includes an understanding of customer needs, both in the present and 
at the time of its development in the future. Therefore, this effort can be achieved 
through the process of finding information about customers. The company will 
understand who its potential customers, both now and in the future and what they plan 
for this period and the future. 

Service Innovation  
Innovation is the development or renewal of the product or service (John and Storey, 
1998). De Brentani (2001) distinguished between innovations that are not continuing 
with the innovation of new additional services, depending on the novelty of the 
innovation to the market and technological novelty. Studies conducted by Gremyr et al 
(2010) review some of the traditional view about innovation that high technology to the 
market signifies innovation does not continue, does not apply to service innovation in 
manufacturing. In contrast to the technology in the marketing of products, technologies 
associated with the service is not new or innovative; The new thing is the way in which 
the services rendered are able to create value for customers. 
Through the above reasoning, Michel et al. (2008) argues that innovation is interrupted 
if such innovations significantly change the way in which customers act as co-create in 
creating value for the company and the innovation significantly affect the price, size, 
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revenue, or market share of the company. Gremler et al. (2010) in his study identifies 
the service innovation is not limited to the uniqueness or novelty of the service, but they 
also examine the novelty of the service innovation from other dimensions, such as 
service delivery systems, face-to-face client, the nature of the relationship between the 
buyer - seller (De Jong and Vermaulen, 2003). Verma et al (2008) found the service 
innovation can refer novelty in terms of benefits, the service concept, business model, 
operations, technology, employee behavior, or consumer experience. 

Afreen and Khan (2009) explain that the word of innovation has meant that introduced 
something new. Without the ability to innovate, it is not possible at this time we can 
enjoy the sophistication of computers, mobile phones, flat-screen television, and 
wireless internet, and many more examples of other products as a result of the ability to 
innovate. Innovation has existed along with the times and the history of human 
civilization and innovation has been believed to be one way of improving the lives of 
mankind. 

In the private sector, innovation is believed to play an important role for the 
organization to survive and make a profit. Innovation has been implemented well and is 
believed to be an important force for the company to survive and thrive. In contrast, 
public sector innovation becomes' rarely performed. The limited study investigating 
innovation in the public sector became one of the causes. It is also due to the lack of 
recognition of the importance of innovation in the public sector that is inversely 
proportional to the private sector. 

In the public sector, innovation is only seen as a supplement for activities and important 
roles in government. However, it is difficult to find individuals who are creative and 
innovative in the public sector organizations, which is inversely proportional to the 
private sector. In the public sector, capabilities and innovative practices of the individual 
are not always considered as the main motivating factor for the government in 
improving the internal service organization and also for society and business. 

Because many studies investigating only focus on private sector innovation, Afreen and 
Khan (2009) in his study tried to review the innovation in the public sector. The aim of 
their study was to analyze the innovation process, generally in the ICT public discourse. 
Many scholars and consultants who have provided studies and a comprehensive view or 
even a model of how to create innovation in the public sector. The ability of innovation 
in the private sector and the success stories they have prompted studies on the public 
sector to appreciate and practice innovation more seriously. 

When investigating innovation in the public sector, many previous studies that found 
quite simply transferring methods and models that have been established in the public 
sector to the private sector to examine. However, transferring the same theory that has 
been available in the private sector may not necessarily be a good solution because of 
differences in culture, processes, and procedures. In other words, only transfer good 
practice and behavior, the same success can be achieved in the private sector the public 
sector. In the context of the business sector, the performance of innovation will be 
difficult to achieve if the innovation that made it easy to be imitated or copied by 
competitors (Laursen and Salter, 2006; Tsai, 20009). Unlike the business sector, public 
sector service performance measured from the point of view of users of the service. The 



                                                      Transforming Business in Emerging Markets 
 

423 
 

performance of public services is considered successful if it is able to satisfy the users of 
the service  

Organizational Performance 
Assessment of the performance is an important thing to be able to know the extent to 
which organizational goals successfully realized in a period of time or a certain period. 
Performance is a work achievement, the implementation of the work, or the work 
performance achievement, job performance (Munir, 1993). Performance is work that 
can be achieved by a person or a group of people within an organization in accordance 
with the authority and responsibilities of each in an effort to achieve the goals of the 
organization concerned legally, do not violate the law and in accordance with the norms 
and ethics (Prawirosentono, 1999). Performance is also a management process or an 
organization as a whole where the results of such work can be shown proof in concrete 
and measurable (Sudarmayanti, 2010). 
 

According Mahsun (2006) performance is an overview of the level of achievement of the 
implementation of an activity / program / policies in realizing the goals, objectives, 
mission, vision of the organization as stated in the strategic planning of an organization. 
In line with the concept of performance by Rue and Byars, (1981 in Keban, 1995, p.1) 
can be defined as the degree of accomplishment. In other words, the performance is the 
level of attainment of organizational goals. Thus the performance of a degree to which 
the process was the result of the activities of the organization to achieve goals. In 
principle, any public service must constantly be improved in its performance in 
accordance with the wishes of the client or the service user. In fact, to make 
improvements to the performance of public services is not an easy task. Many types of 
public services to a variety of causes of problems vary from one to another, so it is 
necessary to find a method that is able to answer the question earlier, in order to 
determine the priority of government (Hatry, 1980). 

Assessment of the performance is a measure of the success of a public organization in 
achieving its mission. For public service organizations, information on the performance 
certainly useful to assess how far the services provided meets the expectations and 
satisfies service users. Performance measurement is a management tool to improve the 
quality of decision making and accountability. Performance measurement service 
activities of an organization or government can reflect whether or not the management 
of the organization or government concerned. Management organization/ government 
needs to know whether the service is provided in accordance with the amount, quality, 
and price has been set. Public bureaucracy has no clear indicators to address these 
problems. 

In the context of the implementation of government development paradigm towards 
good governance and the creation of an efficient administration and effective open 
government awareness always responsive to the demands of the environment by 
striving to provide the best service. According Dwiyanto (2002), assessment of the 
performance of public services is not enough simply done by using indicators attached 
to the bureaucracy such as efficiency and effectiveness, also seen from the indicators 
attached to the service user satisfactions. There are several indicators used to measure 
the performance of the public bureaucracy, namely: productivity, performance of 
service, responsiveness, responsibility, accountability. In addition, Salim and Woodward 
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(1992) look at performance based on economic considerations efficient, effective and 
service equation. According to Wong (2015), there are five indicators that can be used to 
measure the performance of the service organization, namely: 1) the company 
significantly improves service by adapting to the needs of customers, 2) the company 
introduced new services to customers, 3) the company developed the product attributes 
of new services, 4) the company improves the automation level of service to customers, 
5) the company managed to change customer behavior with the new service provided. 

Research Framework 

From the various problems mentioned earlier, it can be synthesized modeling of the 
relationship between the variables as follows: 

 

 

 

 

Source: Modified from studies Narver and Slater (1990); Lytle and Timerman (2006); Wong 
(2015) 

 

Based on the model above research, the research hypothesis in this study are as follows: 

Hypothesis 1: Does customer orientation affect public service innovation? 

Hypothesis 2: Does service orientation affect public service innovation? 

Hypothesis 3:  Does customer orientation affect public service performance? 

Hypothesis 4:  Does service orientation affect public service performance? 

Hypothesis 5:  Does service innovation affect public service performance? 

 

Research Method 

Research Design 
This type of research used in this study is causal, which aims to investigate the possibility 
of a causal relationship that explains the research problems (Cooper and Schindler, 
2008; Sekaran and Bougie, 2010). In addition, this research is quantitative research, 
which aims to explain and examine the effect of service orientation and customer 
orientation on service performance. The role of service innovation in mediating the 
relationship between service orientation and customer orientation on service 
performance is also becomes investigation in this study. 
 
This study will only be done at a particular time that would indicate a phenomenon to 
answer research questions that will be examined, so this research using cross sectional 
research design (Neuman, 2006, p.36; Cooper and Schindler, 2011, p. 142). The method 

Service 

Customer 

Service  Organizational 

Performance 
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used in this study were interviews with leaders of the organization and survey using a 
questionnaire as a basis to analyze and study questions about self belief or behavior 
(Neuman, 2006, p. 273). 
 
Sampel Size and Sampling Technique 
The unit sample in this study was employees of public sector services in the city of 
Bengkulu. Researchers do not limit the types of public organizations will be selected as 
the research object in this study. As stated by McDermott and Prajogo (2012) using 
various types of organizations such as the data sample used in this study can improve 
the generalization of the results. Opinions by McDermott and Prajogo (2012) well-
founded on the assumption that the data obtained will be varied if using diverse 
samples.  
 
Lack of information regarding the number of public service employees in the city of 
Bengkulu cause probability sampling technique is not appropriate for use. The sampling 
method used in this study is non-probability sampling. Sekaran and Bougie (2010, 
p.268); Cooper and Schindler (2008, p.384) argued that the non-probability sampling 
technique appropriate to use when elements of the population is unknown. In this study 
non probability technique used was accidental sampling. This means that the researcher 
has the right to freely determine who will be chosen as a target sample. The number of 
samples is planned in this study as many as 200 respondents, but the data collected and 
deserves to be analyzed are as many as 162 copies of questionnaires. Furthermore, the 
researchers will also conduct interviews with the leaders in each public company. It aims 
to identify obstacles and constraints, as well as possible strategies for the development 
of public service innovation. To answer the purpose of the study, researchers used 
Analysis of Moment Structure (Amos) as a tool of analysis in this study.  
 

The data in this study were obtained from sources of primary data and secondary data. 
Sources of primary data obtained directly by researchers on various variables that are 
the focus of research for the specific purpose of the study will be conducted (Sekaran 
and Bougie, 2010, p. 180). Secondary data in this study were obtained through the 
results of a literature review, textbooks, publications and reports from various 
departments and agencies. The primary data source comes from the perception of 
public service employees in the city of Bengkulu. The primary data source is also 
obtained from the results of interviews conducted by the leadership of the company as 
well as expert opinion. Data were obtained from them by asking directly willingness to 
be a participant in this study. Questionnaires will be done using the enumerator that 
previously given instructions and directives by researchers. 

Method of Data Analysis 
Data analysis tool was conducted by using Structural Equation Modeling (SEM). SEM is a 
multivariate statistical technique that allows the testing of a series of causal 
relationships between variables simultaneously and synchronously so as to provide 
statistical efficiency. Each exogenous and endogenous variable can be either latent or 
unobservable construct variables that can be measured directly in the research process 
(Hair, et al., 2010). Data analysis will be conducted using structural equation modeling 
(SEM) with the help of software AMOS. SEM is a multivariate technique that combines 
aspects of factor analysis and multiple regression that allows researchers to test 
simultaneously (simultaneously) a series of interrelated dependence relationships 
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between variables and latent constructs measured and also among some latent 
constructs (Hair et al., 2006). 
 
SEM is used for this study to test a model that has a lot of relationships among latent 
constructs simultaneously. In addition, SEM can explain the measurement error in the 
estimation process (Cooper, and Schindler, 2008, p. 556; Hair et al., 2006, p. 711) that 
cannot be explained by the regression. Latent constructs used instead of direct 
measurements because it will be able to improve the statistical estimation, is better in 
representing the theoretical concepts, and directly explain the measurement error (Hair 
et al., 2006, p. 712). 
 
The end result of SEM is always the assessment set of relationship between variables in 
the model and the assessment can be achieved through many ways (Hair et al., 2006, p. 
732). There are three stages modelling strategy in the application of SEM. First 
confirmatory modeling strategy, second competing model strategy, and the last model 
development strategy (Hair et al., 2006, p. 732). This study has only a single model that 
consists of multiple relationships among latent constructs are built based on the theory 
in the existing literature and the purpose of this study was to test the (proven) theory or 
the relationship between variables in the model. SEM in this case is used to assess how 
well the proposed model fit with the reality represented by the data collected (Hair et 
al., 2006, p. 732). Through this process the theory or the relationship between latent 
variables is tested. Therefore the modeling strategy chosen in this study is a 
confirmatory modeling strategy aimed at testing (proving) theory or the relationship 
between variables in the model proposed. 
 

Estimation techniques that will be used is the maximum likelihood estimation (MLE). 
This technique is used because it is efficient and not biased when the normality 
assumption is met. In addition, this technique is the technique most widely used in most 
programs SEM (Hair et al., 2006, p.743). Other values this technique is that this 
technique can provide valid results even if only by 50 samples, but the recommended 
minimum sample to ensure the stability of the MLE solution is 100 to 150 samples (Hair 
et al., 2006, p.741). AMOS program used is because it is easy to use and available in 
addition to SPSS. AMOS also is the first SEM program that simplifies the display so that 
researchers can perform analyzes without having to write computer code (Hair et al., 
2006). 

Structural Equation Modeling  
There are two steps that need to be done in testing, structural equation models, namely 
1) the development of the measurement model, and 2) testing structural equation 
models.  

Measurement Model 
Measurement model used to test how a set of items represents a large number of 
constructs (Hair et al., 2010, p. 695). SEM applications in order to assess the contribution 
of each indicator variable to represent the underlying constructs and measures how well 
the combination of a set of indicators that represent the construct (reliability and 
validity). From the test results of the measurement model, reliability, construct using 
Cronbach's alpha can be concluded that all the variables in the model meets the 
required reliability criteria.  
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Reliability testing is also performed using a construct reliability that is considered better 
in measuring the level of reliability of each variable in the model. Reliability testing 
results using a construct reliability consistent with the results of testing using Cronbach's 
alpha were found that every variable in the model proved to be statistically reliable. 
Measurement model testing is also performed using the value of the average variance 
extracted (AVE). AVE value serves to assess construct validity of the model. AVE value ≥ 5 
shows that the indicators used to represent well the underlying latent constructs. Results 
of analysis showed that all latent constructs have value AVE ≥ 5 which proves that the 
proposed latent variables proved to be statistically valid. 
 

Table 1. Construct Reliability, Cronbach alpha, and AVE 

Dimensions 
Construct 
Reliability 

Cronbach 
alpha 

AVE √AVE 

Service Orientation 0.932487 0.936 0.582142 0.762982 

Customer Orientation 0.835591 0.845 0.563472 0.750648 

Service Innovation 0.847935 0.841 0.528425 0.726928 

Organizational Performance 0.780342 0.933 0.415920 0.644918 
Source: data analysis 

 
Structural Model 
Testing structural model is intended to test the suitability of the model-based 
hypothesis to theory-based empirical research data. Illustration testing, structural 
models in the form of goodness of fit and the path diagram. Testing of structural models 
of research can be described as follows. 
 

 

Picture 1. Structural Equation Modelling using AMOS 16.0 
 

Modeling structural relationship aims to examine the relationship between variables in 
the model proposed. The test results of the structural model to measure the extent to 
which the proposed model is able to represent real phenomena observed. In statistical 
language model testing, structural termed the Goodness of Fit Index. There are several 
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criteria used to test the suitability index models with reality. Goodness of fit index 
results from the proposed model is as follows. 

Table 2. Goodness of fit index 

Source: data analysis 

 

The test result of the proposed structural model shows that not all the criteria of 
suitability models obtaining good results. Goodness of Fit Index (GFI) gives an acceptable 
result which means that the proposed model can still statistically acceptable because 
the value fit model is not far adrift of the record. RMSEA values and parsimonious fit 
index (CMIN/DF) showed that the model produces a good fit the criteria, so the 
statistical structural model has been able to interpret. Summary correlations between 
variables in the structural model are summarized in the following table. 

Table 3. Correlation on Structural Model 

Covariances Estimate S.E C.R P 

Service orientation → Service innovation -0.022 0.052 -0.419 0.675 

Customer orientation → Service innovation 0.664 0.090 7.345 0.000 

Service orientation → Organizational performance -0.019 0.054 -0.349 0.727 

Customer orientation → Organizational performance 0.276 0.159 1.733 0.083 

Service Innovation → Organizational Performance -0.150 0.204 -0.736 0.462 

Source: data analysis 
 

Summary of results of testing the correlation between variables in the model revealed 
that only one of the five hypotheses proposed that proved significant, while four other 
hypotheses is not proved significant. The hypothesis proved to be significant in this study 
is the relationship between customer orientations towards service innovation. The 
significance of this relationship suggests that customer-oriented of the public 
organization will tend to seek to enhance customer satisfaction by continuing to assess 
the needs and desires of customers. The higher the customer orientation of the 
organization, the higher the organization's ability to innovate in terms of services. 
 
The influence of the relationship between service orientations towards service 
innovation has not been proven by this study. This shows that people who use the 
service are already quite saturated with the method of presentation of the services 
performed by public organizations. Although the organization is committed to improving 

Goodness of fit index Expected value Index Conclusion 

Absolute fit  
χ2 (Chi square) 
RMSE of approximation 
Goodness of fit index 

 
Kecil 
< 0.08 
> 0.90 

 
482.790 
0.077 
0.808 

 
good 
good 
acceptable 

Incremental fit  
Adjusted Goodness of fit  
Comparative Fit Index 
Tucker Lewis Index 

 
> 0.90 
> 0.95 
> 0.95 

 
0.765 
0.887 
0.873 

 
acceptable  
acceptable  
acceptable 

Parsimonious fit  
CMIN/DF 

 
≤ 5.00 

 
1.963 

 
very good 
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the ability of employees to provide the best service for the people who use the service, 
but the image of public institutions in the eyes of the public remains low. This is because 
the people at the present time no longer require the promises of service, do not want to 
know about the training and empowerment of employees, regardless of technology 
services, or even communication reference service, but desired by the service users is 
how the organization understands their needs and desires and realized in the form of 
real action. This is why the significance of the relationship between service orientations 
towards service innovation becomes insignificant. 
 

The influence of the relationship between service orientation and customer orientation 
to organizational performance is also not proved in this study. The performance of public 
organizations is more difficult to measure when compared with the performance of the 
business institution. Public performance that most realistic is the ability to improve 
services according to customer needs, able to introduce new products to the market, 
improve the automation level of service to customers, and the ability to change the 
behavior of customers with new services provided. By simply identifying the needs and 
desires of the community is not enough to enable the organization to improve its 
performance optimally. Furthermore, the organization's commitment to the practices, 
policies, and behaviors that encourage the creation of excellent service also believed not 
necessarily directly affect the organization's performance. There is a missing link 
conceptually in describing the linearity of the relationship between the three, namely 
the role of organizational service innovation. Conceptually, customer orientation and 
service orientation do not directly affect the organization's performance, but first 
encourage the creation of innovative climate in the organization, which in turn is able to 
push performance.  

The last, service innovation is also no proven effect on the performance of public 
organizations. Restate previous statement that the public agency performance differs 
significantly from business. Indicator of good performance of public agencies is the 
public image of the public agency concerned. If the public perceives the government 
agencies with a positive image, then the performance of public agencies is also 
considered positive. Conversely, negative images of the public against government 
agencies indicate that the performance of government agencies is considered low. 

 

Conclusion and Limitation 
 

This study aims to develop a model that describes the structural relationship of the 
antecedents and consequences of public service innovation. Antecedents of service 
innovation include customer orientation and service orientation, while the consequence 
of service innovation is the organizational performance. Modeling structural relations 
needed to be able to conceptualize a real phenomenon of observations into the 
conceptualization of the structural equation model. Modeling the relationship between 
four variables proposed in this study is also based on the findings and conceptualization 
of previous studies. Based on the results of hypothesis testing is known that only one of 
the five hypotheses proposed that proved significant, while four other hypothesis is not 
proved significant. The hypothesis proved to be significant in this study is the 
relationship between customer orientations towards service innovation. The significance 
of this relationship shows that the customer-oriented public organizations tend to 
innovate in terms of services. 
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As an empirical study, the results of this research could yield useful findings for policy 
makers in an effort to encourage the creation of service innovations in public 
organizations. From the findings of this research note that an important factor affecting 
the public service innovation is the customer orientation. If organizations want to enable 
employees to be innovative it is an important factor to consider is to encourage 
employees to be sensitive to the needs and desires of the customer. Identification of 
customer needs and desires is not enough if the organization does not happen in the 
form of real action. This is popular in terms of service innovation, which is the 
embodiment of real applications of the organization in developing the attributes of new 
services to meet the needs and wishes of the service users.  

Besides useful for policy makers, this study is also expected to provide benefits to the 
researchers next. The results of this study still need to be verified reliability when 
applied to objects other research. Researchers can then replicate, modify, or develop 
the conceptual framework of this research on advanced research that tries to observe 
the same focus of the research study. For further research the results of this study can 
also be used as a reference and comparison with other similar studies. The study 
provides theoretical implications in expanding and adding new directions in research 
investigating the development strategy model of public service innovation in Indonesia. 
The results research also adds new repertoire for the research that has been there 
before. 

Finally, managerial recommendations are also given to public organizations who want to 
improve service innovation within the organization are expected to develop good 
customer orientation within the organization. Customer orientation will enable 
employees (internal marketing) perform a variety of innovative services in accordance 
with customer needs and wants. Good service innovation can boost the performance of 
the organization in the eyes of customers (community/ public). 
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Abstract 
 
In general, the research aims to: develop a strategy model enhanced competitiveness of 
Small and Medium Enterprises (SMEs) to Enter the Global Market and Poverty in 
Natural Disaster prone Regions of Central Java Province. In particular, the study aims 
to: (1) examine the determinants of  SMEs competitiveness , (2) identification of various 
government policies in favor of increasing the competitiveness of SMEs, (3) 
develop strategies for improving the SMEs competitiveness to enter global 
markets , (4) create a strategic marketing plan of SME products. 
Research object SMEs household industry generally in poor condition. Plan of study 
sites in the villages along the banks of the Bengawan Solo river, in 
Surakarta. Steps initiated research survey and need assessment for SMEs household 
industries, preparation of the module strategy increasing the competitiveness of SMEs, 
media execution model, action evaluation. 
This study resulted in an alternative model: First. Increasing the competitiveness of SMEs 
model  to enter the global market is obtained through the SMEs empowerment 
alternatives: 1) Improve standard product.2). Improving access financially. 3). Increase 
the capacity of human resources and business plans. By doing business management 
training and entrepreneurship training to SMEs in a sustainable manner, it is 
expected gradually to be no improvement in the management of SMEs so they can 
grow and develop into a medium-sized business which in turn is able to compete in the 
market and the welfare of the surrounding communities of SMEs and increasing. Second. 
Addressing poverty in areas prone to natural disasters. The results of this study offer an 
alternative model to overcome poverty through: 1). Training or courses, 2). Community 
empowerment, and 3). Funding. 
 
Keywords: Strategy for enhancing competitiveness;  SMEs. 
 
Introduction 
 
Sangkrah, Semanggi, Sapangan and surrounding areas located in the eastern city of 
Solo, is a center for small and medium enterprises in the domestic industry. The site is 
an area or areas prone to natural disasters (particularly floods) because the village 
is located on the banks or the banks of the Bengawan Solo. Characteristic of the 
village found many workers batik home industry is generally very poor condition.  
 
Due to the influence of the global markets and frequent natural disasters flood many 
small business in the village out skirts Solo bankrupt or insolvent. This will impact on 
poverty due to the breakup of workers working. They need attention in order not to 
become a burden on society and government. It is therefore necessary to devise a 
model of human empowerment that can turn into a burden of productive people. The 
purpose of this study was to improve the knowledge, skills and build positive attitudes 
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SMEs, and in particular create a model strategies for improving the competitiveness of 
small and medium enterprises to enter the global market and alleviate poverty in areas 
prone to natural disasters.  
 
Looking at the government's development program in the development of a democratic 
economic system, the direction of economic policy, point 11 of the Guide lines of 2004 
has mandated that a democratic economic system that is developed should be based on 
the fair market mechanism with the principles of fair competition and pay attention to 
economic growth, the values of justice, social interests and eradicate poverty, quality of 
life, sustainable development and environmentally sound to guarantee business 
opportunities, work, and the protection of consumer rights common to the public.  
 
With reduced government protection, both cooperative national companies, state 
enterprises, and private, are expected to demonstrate the performance is no less than 
the foreign companies and multinationals. Increased ability to compete we need to 
realize, that in the era of globalization needs to be pursued jointly by the various 
parties.The government has a strategic role to create national economic climate that is 
conducive to foster the ability of businesses to compete nationally.  
 
Development of an integrated human resources, either through education or training is 
needed to build a reliable quality of human resources. Companies are required to 
implement a modern management in order to be able to increase their competitive 
ability. Indonesian Employers must be able to formulate a reliable strategy to become a 
major actor in the race for the domestic and world market share. Attitudes and actions 
should be able to create a competitive advantage in the global market-oriented, not just 
oriented towards the domestic market potential is still classified. The fact the domestic 
market is still attractive, but Indonesia can not turn a blind eye to the flow of products 
from other countries. SMEs are required to compete to capture market share in the 
country without the protection of the government.  
 
Government as policy maker, has demonstrated its commitment by issuing Law No. 5 of 
2004 concerning Prohibition of Monopolistic Parctices and Unfair Business 
Competition,  environment be expected to create a conducive and competitive for 
businesses and the economy in Indonesia, including SMEs.  
 
Small entrepreneurs as agents of the national economy which is expected to be the 
region's economic actors, politically and economically naturally arise. Therefore we 
need political commitment and transparent public scrutiny given the many problems 
faced by small entrepreneurs, especially those relating to capital, technological 
capability, management, marketing. It should look for a solution, so that the problem 
does not spread to other areas.  
 
Anonymous (2005), to prepare small businesses in Indonesia to be able to perform well 
as national economic actors in a free competition, it is necessary to consider the 
following: (1) small business must have a good management system, it can be trained 
and mentored and nurtured. (2) The small business must have a high level of 
productivity. High productivity can be achieved if all system management and operation 
of the company has been functioning well. All functions have been implemented with 
efficient management, (3) small business standard quality.  
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Looking at the issues that have been describe above, then to solve or the solution will be 
tested how the empowerment model Competitiveness Strategy to Increase Small and 
Medium Enterprises (SMEs) to Enter the Global Market and Poverty in Natural Disaster-
Prone Regions of Central Java Province, particularly in the periphery villages Bengawan 
Solo river banks which often flood disasters struck.  
Then we propose research objectives. First. Assessing the determinants 
of competitiveness improvement efforts to enter global 
markets and overcoming poverty in disaster-prone areas.  
 
Second. Identification of various government policies in favor of increasing the 
competitiveness of small businesses to enter global markets and overcoming poverty 
indisaster-prone areas. Third. Develop a strategy for increasing the competitiveness of 
small and medium enterprises and the poor in disaster-prone areas. Fourth. Creating a 
strategic plan for the SME products enter the global market and the poor in disaster-
prone areas. 

 
The Research Method.  
This type of research is carried out Research and Development, is the approach taken; 
the first year of survey research, action and evaluation of the second year, using 
quantitative and qualitative data analysis approach of positivism philosophy. The object 
of research is the Business person: small and medium entrepreneurs, workers, 
practitioners in the field of SMEs, research and community location. Government 
officials (Department of Cooperatives, Department of Industry and Trade, Chamber of 
Commerce) relating to the field of SMEs. Higher education institutions and various non-
governmental organizations and associations that deal with SMEs. As an input also 
invited experts who are competent in their field as a resource. The research 
location is in the city of Surakarta, especially in the area of Kampung Sangkrah, 
Semanggi, Sampangan and surrounding suburbs of Solo river flood plains. This 
region was chosen based on preliminary studies found many SMEs who closed his 
business and many impoverished workers. The study sample is three (3) villages 
(Sangkrah, Semanggi and Sampangan) in Pasarkliwon, Surakarta. Respondents of this 
study determined 16 SMEs and Society in the poor category. There are several types of 
data collected in the research model year 1, and at the same time collecting data safe 
procedure as follows: Data networking, identification, and need assessment of SMEs on 
the outskirts of Solo river was obtained by circulating a questionnaire survey, 
observation, and interviews. Data simulations for instructor materials prepared by 
means of a model workshop with relevant Government Department, a team of experts, 
community leaders, and researchers. Data on the design of an operational model 
obtained through interviews and observation. Data collection instruments, among 
others; Guide interviews and observations, to carry identification and need assessment 
of SMEs in choosing the model increased competitiveness strategy. A set of 
questionnaires for survey or networking of SMEs, as research subjects. A set of 
questionnaires to uncover the ability of SMEs to follow the model simulations. This 
study is testing the development of the model, therefore the data 
collected simultaneously analyzed by quantitative and qualitative descriptive, qualitative 
data were analyzed using an interactive model. 
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Results and Discussion.  
Kampung Sangkrah, Semanggi, Sampangan and surrounding areas located in the eastern 
city of Solo, is a center for small and medium enterprises in the field of home industry 
batik and date. The site is an area or areas prone to natural disasters (particularly 
floods) because the village is located on the banks or the banks of the Bengawan Solo.  
Characteristic of the village found many workers batik home industry is 
generally verypoor condition. Due to the influence of the 
global markets and frequent natural disasters flood many small businesses in the 
village outskirts Solo bankrupt or insolvent.  
 
This study offers an alternative model of empowering SMEs that are relevant to the 
community in the outskirts of the village Solo by considering aspects: the potential of 
domestic industry (SMEs), the potential of human resources in the community, 
educational background, social organization, socialization programs, poverty itself and 
the policy poverty reduction to be developed in the direction of productive efforts, so it 
will be able to determine the position of the quality of the business, the quality 
of publicor social welfare state that success is measured through a decent standard of 
living. SMEs as a major driver as part of the target communities are 
empowered through the centers of activity with assistance strategies, entrepreneurial 
skills education and microfinance institutions.  
 
Village level up to the city government, businesses, and educational 
institutions (universities) to empower the prime mover and provides support 
through the centers of the development activities that are expected to resolve the 
problem of poverty.  
 
Thus, the model strategy of increasing the competitiveness of SMEs and overcome 
poverty programs in disaster-prone areas are arranged as needed by the community, it 
means that the programming model of strategies for improving the competitiveness of 
SMEs and the poor prioritization is done based on the size of the interest rate so that 
the implementation of the program will be implemented effectively, efficiently and 
sustainably. Through empowerment, the community will be able to assess the socio-
economic environment and be able to identify areas that need to be repaired. Stage on 
wards of empowerment is to create small businesses and self-sustainable communities.  
 
Currently tendency ability of SMEs to contribute significantly to the economic 
development of a country is not only happening in Indonesia and developing 
countries but also in developed countries at the moment the economic build country on 
the progress to date. It is intended in terms of encouraging developing countries to pay 
more attention to the empowerment of SMEs by providing a variety of 
stimulants and facilitation.  
 
In order to empower SMEs, the involvement of relevant agencies, both government and 
private sector critical to its success. So far the agency's involvement in SMEs, include 
government agencies, educational institutions, NGOs, cooperatives, banks and business 
associations. There are currently progressing in accordance with the development 
of perspective and government policies towards SMEs, include; Training, coaching, 
community service, business mentoring and multiple partnerships. But the learning 
needs of today's SMEs  related with increased risk courage, creativity enhancement. try 
and increase ductility improvement initiatives have not done optimally,so that it 
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feared would weaken the position of SMEs in the face of Asean free market. Improving 
the competitiveness of SMEs in the current free market and high competition 
requires SMEs to be able toward global challenges, through 
increased riskcourage, creativity enhancement, trying 
to increase stamina and increase  initiatives, product innovation and marketing 
strategy. This needs to be done to increase their competitiveness in the global 
market and able to participate in employment and encourage overcoming poverty.  
 
The main disaster-prone areas of Kampung Sangkrah, Semanggi and Sampangan located 
in the eastern city of Solo, is an area or areas prone to natural 
disasters (particularly floods) because the village is located on the banks or the banks of 
the Bengawan Solo. Characteristic of the village found many workers batik home 
industry is generally very poor condition. Efforts to overcome poverty reached by way 
of: social assistance to targeted household poverty; Empowerment of the poor and the 
poor economic empowerment efforts. Response of Higher Education, empowerment of 
rural community, State Owned Enterprises and the Regions, as well as the Department 
of Industry, Cooperatives and SMEs, the response of the various elements are expected 
to be able to provide opportunities to poor people to overcome poverty themselves. 
Increasing the competitiveness of Small and Medium Enterprises (SMEs) to enter 
the global market.  
 
The research was conducted in the area of Surakarta, especially in the area of 
Kampung Sangkrah, Semanggi, Sapangan the outskirts of the village on the banks of the 
Bengawan Solo river. This region was chosen based on preliminary studies found many 
SMEs who closed his business and many impoverished workers, based on the results 
obtained information that the greatest obstacle faced by the respondents are; still lack a 
source of capital that can be used for business, the lack of obtaining specific business 
management training, lack of access to financial institutions. The bulk of the 
respondents (10 of 16 respondents) have the status of residence by renting. In terms of 
assets or capital 9 of 16 respondents had working capital of less than IDR 2 
million and have a tendency to no separation characteristics of venture capital to 
the personal needs and impress a family owned business. Respondents generally 
userelatively simple technology. Lack of access to capital in financial institutions it is 
apparent from the findings that of aspects of their venture capital sources the bulk (9) 
using source financing from money lenders, 5 people use their own capital and only 2 
respondents use source financing from banking institutions. The respondents stated that 
the source of financing with a loan from rentenir tend to easily and quickly even with 
high interest against them. 
 
In terms of profit per month, an average of about 12 respondent have less than IDR 1 
million business profits, and the rest have an advantage over IDR 1 million it leaves 
them under developed, despite the current conditions in general never received 
assistance from the government, but eventually eroded to consumption.  
 
In terms of training the training effort, a small proportion had attended a business 
training, but in practice the training less effective because they require adequate 
resources, while their condition is limited to the codes. In general, respondents are 
lessor never used a media campaign in the form of advertising, especially the use of 
information technology in the business. Services run business that respondent 
generally they lack an understanding of the business strategy, while the development 
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of venture capital in 13 respondents felt the constraints of the difficulty of obtaining 
capital.  
In terms of business management most respondents did 
not understand either,consequently they are relatively difficult 
to obtain capital relief, developing quality products, less good in 
managing promotional nor business book keeping techniques. Relating to the 
products and specialty packaging products do not use a large part of the packaging is 
good and does not have the distinctiveness of the products they produce. 
 
In terms of new business alternative, the respondents did not have an alternative in 
part,due to the limited resources they have, especially with the limited personnel or 
employee-owned, because they are running a business is run by its own handled. From 
the description above, it can be arranged models of strategies for improving the 
competitiveness of small businesses to enter global markets and to overcome poverty 
in disaster-prone areas in the city of Surakarta, among others, through business 
management training to enhance the capacity of SMEs, training, access to information 
to support the strengthening of market access and use of information technology and 
business community empowerment through micro-credit cooperatives. Alternative 
models of increasing competitiveness strategy model small businesses to enter global 
markets are visually presented as follows: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 1. Alternative models Empowerment in Small and Medium Enterprises 
 
Empowering Small and Medium Enterprises through Business Training.  
The role of SMEs need in case of existence, because it proved able to survive and 
become a economy driver, but on the other hand SMEs also face many obstacles, 
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namely the lack of capital, limited access to information, and lack of mastery of 
technology. Another problem is the linkage with the SME business management is less 
clear and well-planned. This occurs because the general lack of business management 
training have the opportunity, including other weaknesses that SMEs can be 
characterized as a family-owned business, uses a technology that is still relatively 
modest, have less access to capital, and no separation of venture capital to the needs 
of family life. Further results in the readiness of SMEs in a more free competition and 
open, unpreparedness resulting product quality less price competitive, unpreparedness 
understand methods and marketing information, so weak market for their products as 
well as the lack of clear positioning map export product so weakened competition. This 
is a constraint in terms of marketing the products of SMEs, due to the limited access to 
market information which resulted in low market orientation and lack of 
competitiveness at the global level. Weak information 
about the market information, the SMEs can not be clearly directing resources and focus 
effort, progress has been slow as a result.  

 
Efforts awareness becomes crucial stage that empowerment must come from 
themselves. Stage of capacity building efforts, this phase aims to enable SMEs so that 
they have the skills to manage the opportunities that will be provided. This stage is done 
by providing management training, workshop and similar activities that aim to improve 
the life skills of SMEs. At this stage also introduced and opened access to 
informationas a key resource that is outside wider. In addition to increasing the capacity 
of individuals and groups of SMEs, is also related to the process of increasing the 
capacity of the organization. Increasing the capacity of the organization through an 
Organization changed the thinking of the family into the business organization, 
associated with the bureaucracy that will be used in managing the business and take 
advantage of business opportunities.  

 
The focus of business management training aimed at encouraging SMEs to compete in 
the global market, which is characterized by; characteristics of highly dynamic market 
conditions, become increasingly global competition; forms of business organizations 
tend to form a network or network; products driven by innovation or knowledge; 
supported by the latest digital technology; source of competition lies 
in innovation,quality aspects, dimensions of time and cost. The focus of the training is 
directed to give SMEs the ability to 1). Improve the 
standard product. 2). Improving access financially. 3). Increase the capacity of human 
resources and business plans. By doing business management 
training and entrepreneurship training to SMEs in a sustainable manner, it is 
expected gradually to be no improvement in the management of SMEs so they can 
grow and develop into a medium-sized business which in turn is able to compete in the 
market and the welfare of the surrounding communities of SMEs and increasing.  
 
Small and Medium Enterprises Empowerment through access to training information. 
We are aware of the general ability of SMEs to innovate weak and feel quite satisfied 
with what they have found to be a factor which makes the ability to 
keep power products are not strong enough, would result in SMEs to compete with an 
increasingly competitive market. These barriers should encourage SMEs to develop 
themselves to be more advanced in the business of 
innovation, either product or product model. The focus of training is very important 
in information access efforts, access and technology transfer to SMEs is still a 
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challenge faced in Indonesia. The role of higher education institutions, Non 
Governmental Organizations (NGOs), state or local enterprises and related agencies, and 
cooperation between research institutes and universities and the business world to the 
transfer of technology should be encouraged. Collaboration or partnership 
between large companies and SMEs, should be encouraged to transfer of 
technology from large corporations to SMEs, because the model will occur through the 
transfer of technology to and among SMEs.  

 
The most important part after the production process is a matter of the market. No 
matter how good the quality of a product produced, if the public or the market does 
notknow, then the product will be difficult to market. Therefore, the provision of 
informationand the promotion of SMEs in particular should be 
improved. Promotional products,can be done through the medium of the 
Internet or take part in the exhibition. In the promotion should also be noted the 
readiness of SMEs in the supply of the product to be marketed. Should be 
avoided invites SMEs for the promotion, but they are not ready for the strength of the 
product to be marketed. In this regard, not only the quality and design of products that 
must be considered, but also on the quantity of their products. Training model of 
information access can be done through Universities Tri Dharma and 
CSR by providing the internet to access information. Access to information is expected 
to provide facilities for: 1). Strengthen and improve access and technology transfer to 
SMEs for the development of innovative SMEs; 2) facilitating SMEs access to 
information and promotion related.  
 
Small and Medium Enterprises Empowerment through Microfinance Institutions. 
Limitations on access to capital institutions, became one of the trigers for difficult 
growing SMEs, microfinance institutions have the most obvious advantages, the 
procedure is simple, without collateral, to do the liquid (personal relationship), and the 
re-payment period is flexible. Policies to provide better access to capital through loans 
may be a pretty good method to empower communities. However, it should be realized 
very well that this is not the only strategy of empowering the most good. To achieve 
optimal results in empowering the community, the use of a single approach clearly can 
not be justified. In this case, other approaches need to be developed to formulate 
amore comprehensive policy. Establishment of Microfinance Institutions (MFIs) must be 
supported by the local government through the Department of 
Cooperatives and SMEs,as well as the business (banking and state/local 
enterprises) that the financing needs of small and medium enterprise development.  

 
During this small micro enterprises in meeting the needs of more funds to 
move andcome into contact with the banking system that has 
a bureaucratic regulation thataccess to sources of financing from 
banks becomes difficult. The need for a mechanism revolving fund created through the 
container / community-owned financial institution called micro-credit cooperatives. This 
will be the Cooperative institutions managing funds created by a group of 
small and micro businesses need help from others eg from banks, state and Department 
of Cooperatives and SMEs in capital accumulation that might be expected to develop 
into an alternative community-ownedfinancial institution that grew from the community 
itself which can be loaned to members and to the public. Definition of a revolving fund is 
basically that these funds should remain and be used for local economic activities of 
rural communities in a sustainable manner. In other words, aid for economic 
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activities that are lending to the public it must be returned with its loan services which 
are then rolled back to the community. Implicitly there is a kind 
of mission that aid should be viewed as a stimulant (capital) to finance productive 
economic activities that can grow (creating) and increase (generating) economic 
activity in a sustainable manner. During its development, microfinance 
institutions is more striking among SMEs because it is more flexible, for example in 
terms of the requirements and the amount of loans that are not as restrictive as banking 
requirements and flexibility in loan disbursement. This is one indicator that the 
microfinance institutions in accordance with the needs of SMEs, which generally require 
financing appropriate to the scale and nature of the small business. Given the 
importance of the economic sphere which is central in the life of society, the economic 
development in disaster-prone areas (Sangkrah, Semanggi, Sampangan Surakarta) is 
necessary to revitalize the institution, especially in the economic field in order 
tomaximize the existing resources in the community in meeting their needs. Financial 
institutions that emerged from the community initiative, managed by the 
community, and the results are enjoyed by the people themselves would be 
expected relatively easy tobe preserved and cultivated in line with the dynamics 
of SMEs concerned.  

 
Addressing poverty in areas prone to natural disasters. 
Regarding the educational background of the respondents can be seen that most of the 
respondents have primary education, while the small part completed the study at the 
high school level. It should be understood that education is a prerequisite for 
human development to expand choice and the realization of human 
potential. Educationis also an important resource for reducing human vulnerability, the 
lower the education, the public is increasingly vulnerable to social impact. Due to the 
low education of the population vulnerable to disasters due unaware that the 
area occupied by a dangerous area. This may be due to lack of knowledge and 
information. They abide by the terms lacking the 
location, shape, and strength building in disaster-prone areas. 
With the number of family members between 4 to 10 people, have an impact on the 
ability to meet family members, because a large part (56%) of their monthly income 
between IDR 600 thousand to IDR 1 million. While the number of their 
expenses,sometimes in excess of their income. In general, people in disaster-prone 
areas have the education, knowledge, and skills are relatively low, then this 
condition has further weakened the position of their social life. 
In terms of home ownership status, the majority of the conditions of hire, while 
having its own permanently, legally does not have a certificate of 
property including land used in part for the rent, because they occupy a large part of the 
levees in Solo. These conditions resulted in limitations on the infrastructure and means 
of communication, transportation, clean water, health, education, and other services in 
the community that led to the disaster-prone areas have difficulties 
to perform economic activity, health, and social, it can be seen in the observation 
that the majority did not have transportation, if any, placement from loans.  From 
the dimensions of access to public services, 6 of the 9 respondents looked public 
service workers find it difficult and less, whereas other professions (rickshaw 
pullers, odd jobs and business park guards) most convenient and nice looking. 
 
From the aspect of family member involvement in economic activities have a tendency 
that a large part of the brand family are not engaged in economic activity / making a 



                                                      Transforming Business in Emerging Markets 
 

441 
 

living, making the situation more difficult for them to make ends meet. While aspects 
ofthe activity, the respondents work between 8 to 10 hours per day. When 
asked hopes at the interview they wish in a critical 
condition requiring venture capital, high-rise apartments occupy an opportunity, being 
able to buy groceries and other.  Furthermore, from observations and interviews can be 
seen that the causes of poverty in the poor-risk areas include the 
following:  Natural constraints: the poverty caused by the natural problems; for 
example, their living conditions are on the riverbank / Solo River levees that are 
not friendly to any settlements, causing uncertainty community can not perform the 
activity comfortably, from the risk of flooding or evicted.  Economic pressures: For the 
poor, because of economic pressures that are very heavy in family life, have very 
few options to choose or stay in a safe area, away from sources of sufficient 
economic potential. Due to the limitations of the economic position of access to 
resources (transportation, communication, etc.), so that the poor tend to beresigned 
to, the impact of these economic pressures will lead to social unrest and of 
violence in their environment.  
Difficulty accessing employment: Because of economic limitations, it will have an 
impact on the quality of education, so that the resources they have become weak, and 
in turn have no sufficient skills.  Difficulty accessing information: Due to the 
poor difficulty accessing education and information, so they lack the knowledge to 
environment recognize  also a good social manner, lack of information related to 
various national and local government policies,access to social assistance, it is difficult 
to lead them out of the circle poverty due to limited access to information. 
Based on the characteristics of the factors that cause poverty in poor families as 
described above, it can be formulated alternative models of poverty alleviation for the 
people of disaster prone areas as follows: 
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Training or Course  
Lack of jobs available today often causes them forced to do high risk work with 
exchange inadequate and there is no certainty of sustainability. The limited access 
ofpoor families to formal education should be overcome by the provision of non-
formaleducation / or course that serves as both a transition from school to 
the workplace or as a form of education for life and is directed primarily to improve life 
skills, therefore the access, quality and format of training need to be developed to be 
able to provide quality education services for the poor.  
 
The poor must be given the opportunity to receive training (knowledge and skills)is 
relevant and practice through work. In the short term, the main priority is to educate 
and train family members, especially those not working. Those who do not work should 
be invited to think and observe about any job opportunities around them. In the short 
term, women who have not engaged in economic activity can be given knowledge 
about entrepreneurship. For children who are old enough and have not engaged in 
economic activity, they need to be encouraged to think and observe around them 
employment opportunities anything interesting and do able. Efforts to increase the 
potential that must be done actively by laborers, rickshaw, parking and srabutan 
workers and their families. The involvement of external 
parties (NGOs or universities)merely as a motivator and facilitator.  
 
Increased potential which include improvement in the quality of work / service and the 
value of bargaining (wages competitive) advantage.This can be done by 
all competent and concerned about the increase in income /welfare of poor families by 
providing incentives (extension) to the laborers, rickshaw, 
parking and ‘srabutan’ workers to work in a professional, honest, and friendly so that 
customers are satisfied with the ministry and willing to give greater rewards.  To support 
training a broad sense to the poor, needs to be built center on access to information and 
support center and library skills wards. Training centers, centers of access to 
information (internet) and the library of course, should be owned by the village and its 
contents are tailored to their individual needs. With open access to the poor on a 
variety of information about the economic and financial, they (through funding from the 
local Government Unit (on education), CSR with the assistance of NGOs and universities 
can open their eyes to the world economic and financial wider. With training centers can 
improve their skills to develop professional skills, with their access to the vast 
information will provide inspiration for their access to the information type of 
business is more attractive than their efforts now, the poor moved to try business 
development.  
 
Community Empowerment  
Forms of poverty in Indonesia is not only felt by the parents, and even children whoare 
still minors else they should not have to think about problems in a nation's economy 
just would not want to contribute to intervene in the matter. One example is that many 
small children who are still minors must earn a living on the streets by way of singing or 
begging and so forth to be able to add to their family's needs, so as too often they do 
soto the extent that the streets they must be willing to lose his future a way to 
stop going to school because of the economic situation that is so difficult to deal 
with. The poor are the one most at risk in a disaster. In this group, the role 
of community development needs to be improved, Institute for Community Rural 
Empowerment Presence (LPMK) expected to be a driving force empowering people to 
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escape poverty. Poor people in the village Sangkrah, Semanggi, Sampangan the outskirts 
of the village on the banks of the Bengawan Solo river, LPMKs role is expected 
to bring the interests of the people's aspirations. As we know that planning in the 
village accommodated through Musrenbangkel conducted each year. Musrenbangkel is 
the highest decision in terms of development planning because it involves all 
stakeholders in a village area of Surakarta. Public participation is a determining factor as 
well as an indicator of the success of regional development, because the bottom-
up based planning will be able to answer the needs of the 
community, because the community is aware of their ownneeds, not just an 
assumption, in itself a measure of success of development of the role 
of active participation in the community development planning. Proposal on the 
implementation of the program delivered Musrenbangkel directed to answer the needs 
of the substance of the citizens, to the need for communication or discussion at 
both RT and RW, so that the formulation of Musrenbangkel really become part of 
society's aspirations. Suppose the Village Development Fund sourced from local 
revenues realized in the form of a revolving fund for businesses, construction of 
infrastructure slum (MCK), in turn will put pressure on the limited business facilities and 
public facilities for the poor.  
 
Funding  
To conduct awareness and educational activities, which is based on the role of 
universities and NGOs as facilitators, required substantial funds and is cultivated in the 
medium term. In the short term, the funds necessary for the process of awareness is 
cultivated through regular meetings of the poor ith universities and NGOs, and also with 
the Department of Industry and cooperatives as well as the employers through CSR 
(Corporate Social Responsibility). This awareness process can be completed within 2 
months of its formal basis and continue to be made in the relevant opportunities for 
mentoring. After two months of awareness, continued with training in the field of 
entrepreneurship. Within 2-3 years need to be cultivated and loan funds among the 
poor. This can be done through mentoring that help them form a group with a simple 
organizational structure. This can be done after the income surplus because they 
managed to suppress extravagant lifestyle and get a result of optimizing the utilization 
of poor families in economic activity. Once they are able to manage the funds of their 
own savings, cultivated new revolving fund that can be cultivated from CSR and / or 
Government  
 
Conclusions and Recommendations.  
In this chapter outlined the conclusions and recommendations relating to the purpose 
ofthe study, which describes the condition of Small and Medium Enterprises (SMEs) and 
the behavior of the poor, as well as alternative models that could be considered for 
policy making in order to increase the competitiveness of SMEs to enter global 
marketsand overcome poverty in areas prone to natural disasters. On location Kampung 
Sangkrah research, Semanggi and surrounding Sampangan Located in the eastern city of 
Solo, is the center of Small and Medium Enterprises in the field of home industry batik 
and date. The site is an area or areas prone to natural disasters (particularly floods) 
because the village is located on the banks or the banks of the Bengawan 
Solo.Characteristic of the village found many workers batik home industry is 
generally verypoor condition.  
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Due to the influence of the global markets and frequent natural disasters 
flood many small businesses in the village outskirts Solo bankrupt or insolvent.  
This study offers an alternative model of empowering SMEs that are relevant to the 
community in the outskirts of the village Solo by considering aspects: the potential 
ofdomestic industry (SMEs), the potential of human resources in the 
community,educational background, social 
organization, socialization programs, poverty itself and the policy poverty reduction to 
be developed in the direction of productive efforts, so it will be able to determine the 
position of the quality of the business, the quality of publicor social 
welfare state that success is measured through a decent standard of living. 
 
SMEs as a major driver as part of the target communities are empowered through the 
centers of activity with assistance strategies, entrepreneurial skills education and 
microfinance institutions. Village level up to the city government, businesses, and 
educational institutions (universities) to empower the prime mover and provides 
supportthrough the centers of the development activities that are expected to resolve 
the problem of poverty. 
 
The first object in this study were grouped SMEs in the field of food and non-
foodbusiness. Based on the results of research in the field is informed that 
the biggestobstacle faced by the respondents are; still lack a source of capital that can 
be used forbusiness, the lack of obtaining specific business management training, lack 
of access to financial institutions. The bulk of the respondents (10 of 
16 respondents) have the status of residence by renting. In terms 
of assets or capital 9 of 16 respondents had working capital of less than 2 
million and have a tendency to no separation characteristics of venture capital to 
the personal needs and impress a family owned business, respondents generally 
use relatively simple technology, and lack of access to capital in financial institutions it 
is apparent from the findings that of aspects of their venture capital sources the 
bulk (9) using source financing from money lenders, 5 people use their own 
capital and only 2 respondents use source financing from banking institutions, 
respondents expressed that the source of financing moneylender loans tend to easily 
and quickly even the interest against them. In terms of profit per month, an average of 
about 12 respondents have less than 1 million business profits, and the rest have an 
advantage over IDR 1 million it leaves them underdeveloped, despite the current 
conditions in general never received assistance from the government, but 
eventually eroded to consumption. In terms of business training, a small proportion had 
attended a business training, but in practice the trainingless effective because they 
require adequate resources more adequately, while their condition is limited to the 
codes. In general, respondents are less or never used a media campaign in the form 
of advertising, especially the use of information technology in the 
business. Services run business that respondents generally they lack an understanding 
of the business strategy, while the development of venture capital in 13 respondents felt 
the constraints of the difficulty of obtaining capital. In terms of business 
management most respondents did not understand either, consequently they are 
relatively difficult to obtain capital relief, developing quality products, less good in 
managing promotional nor business bookkeeping techniques. Relating to the 
products and specialty packaging products do not use a large part of the packaging is 
good and does not have the distinctiveness of the products they produce. In terms 
ofnew business alternative, the respondents did not have an alternative in part, due 
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to the limited resources they have, especially with the limited personnel or employee-
owned,because they are running a business is run by its own handled. In this 
study offered an alternative empowerment of SMEs through: 1). Improve the 
standard product. 2).Improving access financially. 3). Increase the capacity of human 
resources and business plans. By doing business management 
training and entrepreneurship trainingto SMEs in a sustainable manner, it is 
expected gradually to be no improvement in the management of SMEs so they can 
grow and develop into a medium-sized businesswhich in turn is able to compete in the 
market and the welfare of the surrounding communities of SMEs and increasing. 
 
The second object of this research is poor in 
Kampung Sangkrah, Semanggi, Sampangan the outskirts of the village banks of the 
Bengawan Solo grouped on the basis of background areas of work, 
namely: Labour, Pedicab Puller, Business odd and parking attendants. The living 
conditions in the study area depicted descriptively through: education level, family 
size, monthly income, monthly expenses, home ownership status,ownership of the 
means of transportation, access to public services, family involvement in economic 
activities, hours of work, consumption habits and expectations of 
respondents. Regarding the educational background of the respondents can be seen 
that most of the respondents have primary education, while the small part completed 
the study at the high school level. It should be understood that education 
is a prerequisite for human development to expand choice and the realization of human 
potential. Education is also an important resource for reducing human vulnerability, the 
lower the education, the public is increasingly vulnerable to social impact. Due to the 
low education of the population vulnerable to disasters due unaware that the 
areaoccupied by a dangerous area. This may be due to lack of knowledge and 
information.They abide by the terms lacking the location, shape and strength building 
in disaster-prone areas. With the number of family members between 4 to 10 
people, have an impact on the ability to meet family members, because a large 
part (56%) of their monthly income between IDR 600 thousand to IDR 1 million. While 
the number of their expenses, sometimes in excess of their income. In general, 
people in disaster-prone areas have the education, knowledge, and skills are relatively 
low, then this conditionhas further weakened the position of their social life. In terms 
of home ownership status,the majority of the conditions of hire, while having its 
own permanently, legally does nothave a certificate of property including land used in 
part for the rent, because they occupy a large part of the banks / levees Solo. These 
conditions resulted in limitations on the infrastructure and means of 
communication, transportation, clean water, health, education, and other services in 
the community that led to the disaster-prone area shave difficulties 
to perform economic activity, health, and social, it can be seen in the observation 
that the majority did not have transportation, if any, perolehanya from loans.From 
the dimensions of access to public services, 6 of the 9 respondents looked public-
service workers find it difficult and less, whereas other professions (rickshaw 
pullers, odd jobs and business park guards) most convenient and nicelooking. From the 
aspect of family member involvement in economic activities have a tendency that a 
large part of the brand family are not engaged in economic activity /making a living, 
making the situation more difficult for them to make ends meet. While aspects of the 
activity, the respondents work between 8 to 10 hours per day. When asked hopes at the 
interview they wish in a critical condition requiring venture capital,high-rise 
apartments occupy an opportunity, being able to buy groceries and other. From 
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the interviews at the sites can be obtained picture of poverty, among others; 
Natural constraints, economic pressures, limitations of access to resources and access to 
difficulty information.  
 
Based on resondent characteristics include: level of education, family size, monthly 
income, monthly expenses, home ownership status, ownership of the means of 
transportation, access to public services, family involvement in economic activities, 
hours of work, consumption habits and expectations of respondents. In this 
study offered an alternative to overcome proverty through: 
1). Training or courses, 2).Community empowerment, and 3) Funding. With the training 
through vocational training centers they are able to improve the skills to 
develop professional,with their access to the vast information will provide 
inspiration for their access to the information type of business is more attractive 
than their efforts now, the poor moved to try business development, efforts to increase 
the potential that must be done actively bylaborers, rickshaw, 
parking and ‘srabutan’ workers and their families. The involvement ofexternal 
parties (NGOs or universities) merely as a motivator and facilitator. Increased 
potential which include improvement in the quality of work / service and the value 
ofbargaining (wages competitive) advantage. This can be done by all competent and 
concerned about the increase in income / welfare of poor families by providing 
incentives (extension) to the laborers, rickshaw, 
parking and ‘srabutan’ workers to working a professional, honest, and friendly so 
that customers are satisfied with the ministry and willing to give greater 
rewards. Community empowerment through community participation in 
utilizing LPMK forums, participation is a determining factor as well as an indicator of the 
success of regional development, because the bottom-up-based planning will be able to 
answer the needs of the community, because that will determine the requirement is 
for the people themselves, instead of just assuming, by itself benchmark measuring the 
success of the development of an active role for public participation in 
planning. Proposal on the implementation of the program delivered 
Musrenbangkel directed to answer the needs of the substance of the citizens, to 
the need for communication or discussion at both RT and RW, so that the formulation of 
Musrenbangkel really become part of society's aspirations. Suppose the Village 
Development Fund sourced from local revenues realized in the form of a revolving fund 
for businesses, construction of infrastructure slum (MCK), in turn will put pressure 
on the limited business facilities and public facilities for the poor. To conduct awareness 
and educational activities, which is based on the role of universities and NGOs as 
facilitators, required substantial funds and is cultivated in the medium term. In the short 
term, the funds necessary for the process of awareness is cultivated through regular 
meetings of the poor with universities and NGOs, and also with the Department of 
Industry and cooperatives as well as the employers through CSR (Corporate Social 
Responsibility). This awareness process can be completed within 2 months of its formal 
based and continue to be made in the relevant opportunities for mentoring. 
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Abstract 
 

Purpose: to know the characteristic of knowledge source, recipient, tacit knowledge, 
and organizational context on the effectiveness of tacit knowledge transfer 
Design/Methodology/ approach: Data are gathered through questionnaire distribution 
to each of division members of PT. Semen Indonesia Tbk. The method used to analyze 
the data is Partial Least Square-Based Structural Equation Modelling  
Findings: The result indicates that the use of organizational tacit knowledge is not yet 
optimum; further, organization will miss its tacit knowledge when a turnover of 
organization member takes place. A loss on tacit knowledge when there is a turnover 
implies that tacit knowledge transfer in the organization is not yet effective. It 
resembles a theory which expresses that tacit knowledge transfer is a way of tacit 
knowledge utilization (Kosniken, 2001) and conservation (Faust, 2007).  
Originality: The development of tacit knowledge transfer is to sum the whole factors 
which play role on the tacit knowledge transfer and then identify which factor what has 
the highest effect.  
Keywords: Tacit Knowledge transfer, organization. 
Paper type: Conceptual paper 
 
Introduction 
The measurement tool of a nation’s competitiveness in international competition is 
called as global competitiveness index. A nation with high global competitiveness index 
will be attractive for foreign investors as seen from the nation’s potential and greater 
benefit for business (Tambunan, 2008). Global competitiveness index consists of three 
sub-indexes like basic requirement, efficiency enhancer, and innovation factors. 
Indonesia’s global competitiveness position is still at the rank of 34th in 2014-2015. In 
addition, the rank of Indonesia for innovation factor is on 31st among 144 countries. This 
phenomenon is taken from the information of Indonesia’s rank in global 
competitiveness index 2014-2015. 
 
Every organization should build a sustainable competitive advantage to remain survive 
in competition. Barney in 1986 stated that the driver of an organization’s ability to build 
sustainable competitive advantage is on organization’s ability to transfer and utilize its 
resources (Emery, 2002). Market value of an organization will be created through a 
combination between financial capital and intellectual capital (Setiarso, 2006).  
 
One part of the intellectual capital in an organization is the knowledge that each of the 
organization’s member possesses. According to a research of Teece (1996) and 
Eisenhardt & Santos (2001), at the recent years, an effective knowledge management 
becomes the key factor to build competitive advantage. In general, knowledge is 
divided into two parts: explicit knowledge and tacit knowledge (Stenmark, 2000 ; Alwis, 
Hartmann, and  Gemünden, 2004 ; Morgan, 2004).  Polanyi in 1966 defined explicit 
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knowledge as a knowledge that is attained and codified into manual, procedure, rules, 
which has a characteristic of easily to distribute or spread; meanwhile, tacit knowledge 
is a knowledge which is not easily to be articulated and only exists in human mind, and 
manifested through human action (Stenmark, 2000). Tacit knowledge management is 
relatively harder than explicit knowledge management (Ambrosini and Billsberry, 2007). 
It is due to tacit knowledge is abstract, attached to an individual, and its existence is not 
fully recognized (Faust, 2007; Stenmark, 2000). However, tacit knowledge is crucial for 
building competitive advantage of an organization since tacit knowledge is rare, 
valuable, hard to be duplicated, not easily distributed, unique, and difficult to be 
transferred (Ambrosini and Billsberry, 2007). 
 
According to Sanchez and Heene in 1997, tacit knowledge of an organization can loss 
due to several reasons like voluntary separation (resign), dead, and retirement of the 
employees. For instance, the turnover level of PT. Semen Indonesia Tbk at the end of 
2014 is 1% which means that there are 370 employees who are no longer as the 
employees of PT. Semen Indonesia Tbk (PT. Semen Indonesia Tbk Annual Report, 2014).  
 
The knowledge transfer process in an organization may involve four kinds of knowledge 
conversion such a tacit-to-tacit, tacit-to-explicit, explicit-to-explicit, and explicit-to-tacit 
(Nonaka and Takeuchi, 1995).  
 
Review of Literature  
Knowledge 
Nonaka, Toyama, and Konno in 2000 described knowledge a dynamic matter since 
knowledge is created through social interaction among individuals and organization. 
Knowledge is specific for particular context, depending on time and space (Alwis, 
Hartmann, and Gemünden, 2004). Nonaka, Toyoma, and Konno in 200 mentioned that 
there are two types of knowledge: explicit knowledge and tacit knowledge (Alwis, 
Hartmann, and Gemünden, 2004).  Hall  and Andriani  in 2002 described explicit 
knowledge as a matter that can be manifested in a code or a language so that it can be 
communicated, transmitted, and saved relatively easy. Explicit knowledge can be 
distributed through some media like data, mathematic formulation, and manual. 
Conversely, tacit knowledge tends to be more personal and more difficult to formalize. 
Tacit knowledge can be rooted from procedural action, commitment, value, and 
emotion (Alwis, Hartmann, and Gemünden, 2004).  There is a hierarchy which 
differentiates between symbol, data, information, and knowledge (Probst, Raub, and 
Romhardt, 2000). 
 
Tacit knowledge 
Polanyi  in 1966 explained the essence of tacit knowledge by expressing that “We know 
more than we can tell”; further, Polanyi also clarified this concept by a common example 
like recognizing face, riding a bike, or swimming without knowing to explain the how to 
(Koskinen, 2001). 
 
Some roles of tacit knowledge have been identified in several research. Two research 
which expresses the role of tacit knowledge come from Alwis, Hartmann, & Gemünden 
(2004) and Zou (2004). Tacit knowledge plays prominent role as the key success factor 
of innovation process since tacit knowledge is the main driver of innovation process. 
The role tacit knowledge in innovation process makes tacit knowledge become the 
source of competitive advantage (Alwis, Hartmann, & Gemünden, 2004).  
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Tacit knowledge is crucial for organizational advantage since tacit knowledge is rare, 
valuable, hard to duplicate, difficult to distribute, unique, and not easily to transfer 
(Ambrosini and Billsberry, 2007). The characteristics of tacit knowledge, based on 
Polanyi in 1966 is unspecified, intentional, dynamic, personal, a-critical, and fallible 
(Morgan, 2004). Tacit knowledge has a property called as duality. At one side, tacit 
knowledge is very valuable; on the other side, tacit knowledge is hard to be attained.  
Nonaka  and Konno  in 1998  mentioned the two dimensions of tacit knowledge. The first 
dimension is technical which reflects the know-how. The second dimension is cognitive 
dimension consisting of beliefs, idea, and value which are perceived as correct things 
(Alwis, Hartmann, and Gemünden, 2004). 
 
Knowledge Management 
Davenport and Marchand in 1999 suggested that knowledge management also involves 
information management which has two roles: to facilitate the creation of new 
knowledge and to manage how people distribute and implement the knowledge (Alwis, 
Hartmann, and Gemünden, 2004). There are eight main processes of knowledge 
development including knowledge identification, knowledge acquisition, knowledge 
development, knowledge sharing and distribution, knowledge utilization, knowledge 
retention, knowledge target, and knowledge assessment (Probst, Raub, and Romhardt, 
2000). 
 
There are two basic approaches in knowledge management called as tacit knowledge 
approach and explicit knowledge approach. Tacit knowledge approach emphasizes on 
knowledge possessed by individual in an organization, encouraging people to do a 
knowledge transfer in an organization, and managing key individuals as the creator and 
carrier of knowledge.  
 
On the other hand, explicit knowledge approach emphasizes on the process to articulate 
knowledge possessed by individuals, design of organizational approach to create new 
knowledge, and develop system (including information systems) to disseminate 
knowledge that has been articulated in an organization.  
 
Knowledge Transfer 
Knowledge transfer can occur on several organizational levels. Singley and Andeson in 
1989 defined knowledge transfer at individual level as the knowledge that is possessed 
by an individual which can be implemented in the similar situation by other individual 
(Argote and Ingram, 2000).  
 
The mechanism of knowledge transfer management can be conducted through two 
approaches: codified system (technology-driven) and personalized system (team-driven). 
However, this research focuses on personalized system. 
 
There are three basic approach models in knowledge transfer process based on its 
interest (Reardon, 2006): producer push, user pull, and exchange. The factors which 
influence knowledge transfer involve two important dimensions: the sender and 
receiver. Szulanski in 1996 and Teece in 1977 stated that there are several factors that 
can hinder the process of knowledge transfer; further, those factors are related to four 
dimensions like knowledge, source, recipient, and organizational context (Emery, 2002). 
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Tacit Knowledge Transfer 
Senker in 1993 stated that the component of tacit knowledge in innovation can only be 
developed through practical experience or personal interaction with an expert who has 
relevant experience or knowledge, both from inside and outside organization and social 
network (Alwis,  Hartmann,  and Gemünden, 2004). The conclusion from some opinions 
above show that tacit knowledge transfer can only be conducted through personal 
interaction and observation.  
 
The media that can be utilized to conduct tacit-to-tacit knowledge transfer are limited 
since this process requires personal interaction. One of the media that can be used to 
support the tacit knowledge transfer process is e-meetings. 
 
Madeuf  in 1984 stated that the requirement for tacit knowledge evolution is open 
culture in an organization to support innovation (Alwis,  Hartmann,  and Gemünden, 
2004). Stover in 2004 expressed that interaction with others is an important matter to 
support knowledge conversion (Alwis, Hartmann, and Gemünden, 2004). It is supported 
by Rüdiger and Vanini who stated that the only way to recognize tacit knowledge is 
through personal contact with external parties and internal parties of an organization 
(Alwis, Hartmann, and Gemünden, 2004).  
 
Conclusion 
Source characteristic influences the process of knowledge transfer. Individual 
characteristics involved in knowledge transfer process affects the process of knowledge 
transfer (Argote and Ingram, 2000). The characteristic of knowledge provider affects the 
process of knowledge transfer (Emery, 2002). The factors which are related to the 
characteristics of knowledge source influences the effectiveness of knowledge transfer 
(Gouza, 2006).  
 
P1: knowledge source characteristic positively influences the effectiveness of tacit 
knowledge transfer.  
The characteristic of recipient influences the process of knowledge transfer. An 
individual characteristic involved in the process of knowledge transfer affect the process 
of knowledge transfer (Argote and Ingram, 2000). The characteristic of knowledge 
provider affects the process of knowledge transfer (Emery, 2002). 
 
P2: the characteristic of recipient positively influences the effectiveness of tacit 
knowledge transfer  
The characteristic of knowledge which is transferred influences the process of 
knowledge transfer (Argote and Ingram, 2000). Knowledge attribute which becomes the 
object transfer influences the process of knowledge transfer (Emery, 2002). Factors 
related to transferred knowledge characteristic affects the effectiveness of knowledge 
transfer (Gouza, 2006).  
 
P3: the characteristic of tacit knowledge positively influences the effectiveness of tacit 
knowledge transfer.  
Organizational context which covers the implementation of knowledge transfer process 
influences the successfulness of knowledge transfer process (Argote and Ingram, 2000). 
The context related to the process of knowledge transfer affects the process of 
knowledge transfer itself (Emery, 2002).  
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P4: organizational context positively influences the effectiveness of tacit knowledge 
transfer.  
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In Love with a BRAND: A Literature Review of the Measurement 
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Introduction 

“Falling in love consists merely in uncorking the imagination and bottling the common-
sense.” 

 Helen Rowland 

Love is universal. We able to feel love and falling in love. But when it comes relation 
between human and a brand, is it possible? 

This questions arise when there is a scene in Secrets of the Super brands show airing in 
the BBC filmed about how does the technology brands able to worth million dollars and 
consumer at a line waiting for 24 hours for Apple store to open its new outlet in London. 
How come these brands make such relation so consumer feel in needs every time the 
new product coming up? What makes people so emotional with these brands? What is 
the point all of this thing? Do they falling in “love” with the product or they just have 
“freaky frenzy” with the promotion? 

The relationship between a person and a brand turns out already been discussed by the 
marketer, psychologist and of course, scholars. It is huge talked about since Fournier 
launched her study titled “Consumers and their Brands: Developing Relationship Theory 
in Consumer Research” in 1998. Her study highlight the importance of having a good 
relationship between brands with consumer. But those relationship is not a cause but its 
consequences. Consumer builds emotional relationship with brands throughout time. 
The more they using the brand the more consumer will construct deep emotional 
connection between them. From several deep interview worked by Fournier, it is said 
that consumer builds a brand meaning with the product that they are using. Companies 
need to maintain and fostering a good emotional relationship with consumer because 
having a good knowledge about consumer including their emotional needs gives a 
brands a huge advantage, along with their practical needs (Fournier, 2009). This 
emotional connections creates strong brand relationship that eventually will benefit 
company. Strong emotional connections between brand and a person will heighten 
consumer loyalty level (Park et al., 2010) and also would offer potential economic profit 
to companies (MacInnis, Park, Priester; 2009).  

One of the emotional connection between a person and a brand can be explained using 
concept of love in terms of object or brand. Adapting from Interpersonal Relationship 
Theory, scholars argue that there is similarities relationship between a person to a 
person and relationship between a person and a brand. This relationship resulted a deep 
emotional connection between a brand and human called Brand Love.  Brand Love is 
one of the marketing construct that recently investigated in Customer Brand 
Relationship research (Ahuvia, 2005b; Fournier, 1998). Nevertheless, it still attract a 
steadily growing interest among scholar (Bergkvist, 2010) and relatively less researched 
(Noël Albert, Dwight Merunka, Pierre Valette-Florence, 2007). Love in Consumer 
Behavior research highlighted by Fournier research in 1998 as one of the seven brand 
relationship quality. This research pioneered an investigation between brand and a 
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human. After Fournier (1998), many scholars tried to explore relationship between 
human and brand more intensively. Majority research measured brand love using 
interpersonal theory of love by Steinberg (1987), namely Shimp and Madden (1998), 
Carrol and Ahuvia (2006), Keh, Pang and Peng (2009), Batra and Ahuvia (2012), Long and 
Gammoh (2012) and many others. However, the definition and measurement of this 
concept still being debate until today. Although the growing interests in brand love, little 
agreement exists as to what brand love actually is (Albert, Merunka, & Valette-Florence, 
2008). One of the main discussions is whether brand love falls in the bidirectional or in 
the unidirectional category. According to Pang, Keh, and Peng (2009), brands cannot 
love back or initiate relationships and therefore it seems a unidirectional relationship 
instead of a bidirectional relationship such as between parents, friends, or with your 
pet. Albert et al. (2008) support this by arguing that love for brands can never be of the 
same intensity than love for persons. On the contrary, study by Fetscherin (2013), found 
that brand love as a parasocial relationship (unidirectional relationship) leads to superior 
and stronger results compared to interpersonal relationship (bidirectional relationship). 
 
From a consumer perspective, it might be possible that people perceive brand love as 
such an intense love relationship that is comparable to interpersonal love. In other 
words, the strength and intensity of consumers’ love for brands have to be considered 
as an individual variable and can be influenced by several personal characteristics. This 
research stream are widely supported by scholars. Shimp and Madden (1998), stated 
that interpersonal theory of love cann be used to measure brand because there is a 
similarity relationship between person to person and person to a brand. Adapting this 
theory, researcher develop other scale to measure how deep relationship witha brand 
such as romantic brand scale (Sarkar, 2011), brand passion (Abert, Merunka and 
Forence, 2012), etc.   
As brand love become highly pertinent topic for marketing, and both researchers and 
practitioners (Langner, Schmidt, Fischer, 2015) a few questions have arises. How can we 
use and adapt interpersonal theory of love for measuring brand love and to what extend 
we have to adapt it? What is parasocial theory of interaction and how can these theory 
be used to measure brand love? Do we have to ask and build our own definition and 
measure brand love from the customers’ perspective? 
 
Therefore this study will further review and discuss the latest research regarding the 
brand love research and its measurement. This paper will contribute in several ways. 
First, this paper can be as reference to other researcher regarding brand love 
measurement. Second, it explore the advantage and disadvantage of using and adapt a 
specific scale to measure brand love. Third, it gives researcher insight of future direction 
of how to measure emotional relationship between a person and a brand and therefore, 
it can be used to build a long term relationship (loyalty) with consumer. 

Literature Review and Discussion 
Theory of Love 
Psychologists and researchers have proposed a number of different theories of love. 
Love is a basic human emotion, but understanding how and why it happens is not 
necessarily easy. In fact, for a long time, many people suggested that love was simply 
something to primal, mysterious, and spiritual for science to ever fully understand. The 
following are four of the major theories proposed to explain love and other emotional 
attachments: 
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Loving vs Liking 
Psychologist Zick Rubin proposed that romantic love is made up of three elements: 
attachment, caring and intimacy. Attachment is the need to receive care, approval, and 
physical contact with the other person. Caring involves valuing the other people’s needs 
and happiness as much as your own. Intimacy refers to the sharing of thoughts, desires, 
and feelings with the other person. 

Based upon this definition, Rubin devised a questionnaire to assess attitudes about 
others and found that these scales of liking and loving provided support for his 
conception of love. 

Compassionate vs. Passionate Love 
According to psychologist Elaine Hatfield and her colleagues, there are two basic types 
of love: compassionate love and passionate love. Compassionate love is characterized by 
mutual respect, attachment, affection, and trust. Compassionate love usually develops 
out of feelings of mutual understanding and shared respect for one another. 

Passionate love is characterized by intense emotions, sexual attraction, anxiety, and 
affection. 

When these intense emotions are reciprocated, people feel elated and fulfilled. 
Unreciprocated love leads to feelings of despondence and despair. Hatfield suggests 
that passionate love is transitory, usually lasting between 6 and 30 months. 

Hatfield also suggests that passionate love arises when cultural expectations encourage 
falling in love, when the person meets your preconceived ideas of an ideal love, and 
when you experience heightened physiological arousal in the presence of the other 
person. 

Ideally, passionate love then leads to compassionate love, which is far more enduring. 
While most people desire relationships that combine the security and stability of 
compassionate with the intensity of passionate love, Hatfield believes that this is rare. 

The Color Wheel Model of Love 
In his 1973 book The Colors of Love, John Lee compared styles of love to the color 
wheel. Just as there are three primary colors, Lee suggested that there are three primary 
styles of love. These three styles of love are: (1) Eros, (2) Ludos and (3) Storge. Lee’s 6 
Styles of Loving divided into primary styles (Eros, Lidos, Storge) and secondary styles 
(Mania as Obsessive Love, Pragma as Realistic and practical Love, Agape as Selfless Love) 

Triangular Theory of Love 
Psychologist Robert Sternberg proposed a triangular theory suggesting that there are 
three components of love: intimacy, passion, and commitment. Different combinations 
of these three components result in different types of love. The matrices are explained 
below: 
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Table 1. Sternberg’s (1986) Love Typology 

Kind of love Intimacy Passion Decision/ 
Commitment 

Liking  - - 

Infatuated Love -  - 

Companionate Love  -  
Fatuous Love -   
Consummate/ 
Complete Love 

   

Source: Sarkar (1998) adapted from Interpersonal Theory of Love by Steinberg (1986) 

According to Sternberg, relationships built on two or more elements are more enduring 
that those based upon a single component. While this type of love is the strongest and 
most enduring, Sternberg suggests that consummate love type of love is rare. 

Measurement of love with brand 
- Brand Love measurement adapted from Interpersonal Theory of Love 

Early works from scholar is to define love between a people with an object (not 
directly to the brand). This research stream tried to investigate is there any ‘love’ 
relationship between this two partners. Shimp and Madden (1988) was the first that 
conduct a research investigating this issue. Borrowing from Triangular Theory of Love 
by Sternberg, they found that there is similarities between person to person relations 
with consumer object relation. The similarities are based on psychological process 
between them and resulting eight different types of relationship (non liking, liking, 
infatuation, functionalism, inhibited desire, utilitarianism, succumbed desire, and 
loyalty). Other researcher, Whang et al. (2004) study relationship between consumer 
and a product. The study's results are largely consistent with findings on 
interpersonal love where Eros, Mania, and Agape were found to have the most 
positive impact on successful romantic interpersonal relationships. Interpersonal 
Theory of love also been adapt by Carrol and Ahuvia (2006), Heinrich and Muhl 
(2008), Albert and Merunka (2012), Long and Gammoh (2102). However the newest 
finding by Langner, Schmidt and Fischer (2015) revealed emotional differences and 
similarities between love person to person and love with the brand. They found that 
brand love was less arousing than interpersonal love, though loved brands can be as 
arousing as close friends and induce more positive valence than this interpersonal 
relationship. According to that there is differences between interpersonal love and 
brand love thus interpersonal theory cannot directly adapt to measure love with the 
brand. If the two love concepts are not sufficiently congruent, theoretical transfers 
from one to the other could produce invalid conclusions and significant validity 
concerns for brand love research.  

- Brand Love measurement adapted from Parasocial RelationshipTheory  
The concept of parasocial interaction emerged from the communications literature 
and offers an explanation of the development of consumer relationships with mass 
media, such as radio and television (Horton and Wohl 1956). PSI is described as an 
illusionary experience, such that consumers interact with personas (i.e., mediated 
representations of presenters, celebrities, or characters) as if they are present and 
engaged in a reciprocal relationship. In essence, people believe they are engaged in a 
direct two-way conversation, feeling as though a mediated other is talking directly to 
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him or her (Houlberg 1984; Levy 1979; Rubin, Perse, and Powell 1985). In branding 
context, this theory is used to explain brand communication with its target market 
through targeting effort. Parasocial Interaction Theory used to measure brand love 
because it initiate the unidirectional relationship between brand and consumer. 
Study by Fetscherin (2013) conclude parasocial love scale is appropriate for studying 
brand love relationships. Furthermore, they find that it leads to better results 
compared to the results obtained when using the interpersonal love attitude scale. 
However, this research has its limitations. Although this scale is considering brand 
love as one sided relationship rather than two sided relationship, a major concern 
arise. Parasocial Interaction theory needs further research to explain the relationship 
that arises from interaction between two parties. As explain by Stever (2103), 
parasocial relationship is possible in a situation where someone is admired from afar, 
perhaps in a small town situation, where someone in the community has a public 
presence that allows him or her to be known by people that she or he doesn’t know 
in return. However this relationship cannot simply means love, because it doesnt 
mean to explain directly deep emotional relationship between brand and a person.  

- Brand Love measured and defined by consumer 

Third measurement scale were developed by scholars by interviewing consumer 
regarding their relationship experience with a product or brand. This research stream 
using in depth interview to reexamine the structure of brand love and its dimension. 
The reason behind this method is because research begins with interpersonal theory 
of love approach presents a potential problem if brand love is not directly analogous 
to the particular theory of interpersonal love being used. Research suggests that this 
problem is significant (Aggarwal 2004; Richins 1997 in Batra, Ahuvia, Bagozzi, 2012).  
Albert, Merunka, Florence (2009) found 11 dimensions of love toward a brand 
(passion, a long duration relationship, self-congruity, dreams, memories, pleasure, 
attraction, uniqueness, beauty, trust (satisfaction), and a willingness to state this 
love. However, their results could be idiosyncratic given their choice of the three 
specific images used to depict brand love (Batra, Ahuvia, Bagozzi, 2012). Using 
prototype attributes of love, another study by Batra, Ahuvia, Bagozzi (2012), found 
that there is first-order and higher-order for explaining brand love. A higher-order 
model yields seven core elements: self–brand integration, passion-driven behaviors, 
positive emotional connection, long-term relationship, positive overall attitude 
valence, attitude certainty and confidence (strength), and anticipated separation 
distress. Batra et. al (2102) stated that this measurement provide a greater 
understanding regarding brand love. However, this research tends to speak loosely 
about love (perlu dicari lebih jelas lagi mana jurnal yang membahas kekurangan 
metode ini)--Rossiter 

Conclusion 
So far, there is several method to measure brand love. As noted, there are many 
obscurities whether love towards brand best explained using interpersonal love or 
parasocial love or based on consumer view. However, it may be dependent on the 
individual whether a consumer’s relationship with a brand is interpersonal or more 
parasocial (Getkate, 2015). Someone could be totally in love with a brand and considers 
that brand as his or her counterpart, anyone else could also have love feelings for a 
particular brand but on a lower level than the other person. From the consumer 
perspective, it has its reasons why some people are totally in love with a particular 
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brand whereas others do not experience that intensity or strength of brand love 
(Getkate, 2015). 

The interpersonal theory of love are best at explaining relationship between person to a 
person but in terms of brands, it need to be adapt in the level of relationship that 
considered different level of emotion and using this measurement as initial phase of 
measuring brand love. As with parasocial love relationship, although some literature 
support that this theory can be used to explain brand love, the application needs to be 
explored further. Until recently, at least one research using this theory to explain brand 
love measurement. The questions that needs to be answered is that, whether parasocial 
love relationship can explain the same emotional degree as love relationship that has 
deep emotional feeling. Brand love measured from customer perspective, as explained 
by Batra, Ahuvia and Bagozzi (2012) tend to redefine brand love and its measurement. 
As it said by Batra, Ahuvia and Bagozzi (2012), more work is needed to determine how 
the components of brand love identified in this research interact with one another. In 
particular, further conceptual and empirical work is needed to more definitively assess 
the brand love prototype. For future research,  researcher in this fields needs to be 
more precoutious and require prudence before transferring any theories and scales 
directly to brand love research so it can captured the essence and emotional nature of 
brand love relationship. 
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Abstract 

 This study aims to explore the dimensions of knowledge management orientation (KMO) 
behaviour of small medium enterprises in the setting of Indonesia creative industry 
sector. Mix method design with sequential exploratory approach was used by this study 
to explore the dimensions of KMO in Indonesia. The result of focus group discussion 
indicates that  organizing knowledge, knowledge sharing, learning a new knowledge and 
willingness to accept new knowledge are the dimensions of KMO. To strengthen these 
findings, confirmatory factor analysis based on 174 respondents was performed and the 
result confirms the FGD findings.  

Introduction 
Improving the performance of small business in the area of creative industry cannot be 
separated from the innovations.  Wang, Hult, Ketchen Jr, & Ahmed (2009) argue that 
innovation is key to the success of a business organization to improve business 
performance. To be an innovative organization, a small business organization must be 
able to manage the knowledge owned since knowledge has been recognized as an 
important asset for a business organization (Choo & Bontis, 2002).  Knowledge 
Management Orientation behavior (KMO) is recognized as the foundation for a business 
organization to manage the knowledge (Wang, Ahmed, & Rafiq, 2008).  In this study, 
KMO is defined as the behaviour showed by an organization in organizing and 
implementing knowledge management. 

While some studies showed the importance of knowledge management in enhancing 
business performance, just few studies discuss the notion of KMO (Huang & Li, 2009; 
Wang et al., 2008, 2009).  As a construct, KMO was argued to have four dimensions 
namely organizational memory, knowledge sharing, knowledge absorption and 
knowledge receptivity (Wang et al., 2008).  However, this study was conducted in the 
context of general business is United Kingdom.  To date there is no study has 
investigated the idea of KMO in the setting of creative industry. As an industry which 
relying on innovation, the idea of KMO would be important for creative industry 
practitioners. For that reason, this study aims to explore the dimensions of KMO in the 
area of Indonesian creative industry. 

Literature Review 
As a process of collecting, managing and sharing knowledge in an organization, 
knowledge management is important to make efficient and effective business process as 
well as reducing business redundant process (Bhojaraju, 2005). Scholar contends that 
knowledge management involves the interaction among people, technology and 
organizational process (Awad & Ghaziri, 2004). Specifically, the new knowledge 
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generated in the knowledge creation process would be stored for later would be used as 
an organizational memory. In this stage, technology especially information technology 
plays an important role in helping organization to develop organizational knowledge 
about customers, projects, process and supplies (Biloslavo, 2005). 

The application of knowledge management cannot be separated from the notion of 
KMO.  The concept of KMO is based on some fundamental theories in the area of 
knowledge management such as knowledge-based theory, knowledge-creation 
perspective, information processing theory and organizational learning (Wang et al., 
2008). Based on the empirical study, KMO was conceptualized as a construct consisting 
four dimensions namely organizational memory, knowledge sharing, knowledge 
absorption and knowledge receptivity. 

Research Design 
Since this study aims to generate the dimensions of KMO for small business in the area 
of Indonesian creative industry sector, this study uses mix method approach. A 
qualitative study with two focus group discussions were conducted to collect the 
qualitative data. Each session consist of eight participants. 

Upon the completion of the qualitative study, a quantitative study with confirmatory 
factor analysis approach was done to analyze the data. Two hundred self-administered 
questionnaires were distributed to respondents while only 174 usable questionaires 
were used for further analysis.  

Findings 
The findings of qualitative study indicate that the concept of KMO in Indonesian creative 
industry sector has four dimensions. These four dimensions are organizing knowledge, 
knowledge sharing, learning new knowledge and willingness to accept a new knowledge. 

Capturing, storing and disseminating information obtained in the past are the main 
activities of KMO. Results of FGD indicates that the form of KMO is organizing 
knowledge consist of receiving, storing and disseminating the knowledge. The FGD 
participant mentioned  

“new knowledge would be stored, for storing that knowledge we use database in our 
system (AR).  

Further analysis shows that sharing knowledge to external and internal organization is 
the dimension of KMO. Renzl (2008) argued that the sharing of knowledge could help 
organizations to develop skills and competencies, increase the value and maintain 
competitive advantage. Regarding this dimension, the participant mentioned that 
knowledge could be shared to both external and internal organization. The participant 
said: 

“I also do trainings for my employees, to increase and to standard their skills (CND). 

“we also learn from client, new information and knowledge from client would be 
surveyed and it is reliable, we will apply (AR)”. 

The process of sharing knowledge would involve the use of information technology. The 
statement to support this argument:  
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“the process of knowledge sharing cannot be separated from three important elements 
namely direct meeting, social media and word of mouth” (SGT) 

The third dimension found in this study is about learning new knowledge. An 
organization must be able to recognize the value of knowledge. Furthermore, the 
organization must be able to assimilate it and apply it to obtain the desired benefits 
(Wang et al., 2008). In this dimension, FGD participants agree that a new knowledge can 
come from the external organization. The statement to support that thought: 

“I often learn a new thing from my distributor” (RDT) 

In learning a new knowledge, the learning medium is also take an important part. 
Although traditional face-to-face learning system is still used widely, the preference of 
people to use an interactive learning medium is getting increase. The FGD participant 
stated: 

“….before buying the new equipment, I learnt about that equipment from youtube…” 
(ZKR). 

The last support about learning a new knowledge dimensions is learning through formal 
medium. Formal medium learning is important to standardize the skills and information 
owned by organization. Participant’s statement to support that thought is: 

“…to be able use the engine in the right way, I normally send my employee to joint the 
formal course conducted by the distributor” (ZKR). 

The last KMO dimension generated in this study is the willingness to accept new 
knowledge.  The literature suggests that knowledge is essential for a business 
organization. A business organization oriented knowledge management has the 
willingness to always accept new knowledge. The organization's willingness to accept 
new knowledge is demonstrated by how knowledge is regarded as a valuable asset to 
the organization. Organizational willingness to accept a new knowledge cannot be 
separated from the perception about the importance of knowledge. The participant of 
FGD said that 

“we need to realize that new knowledge and information are important for our 
business….it would bring understanding about customers…”(RMV). 

In order to receive a knowledge, openness needed for the organizations. It happens 
because knowledge can come from anyone.  

“knowledge is not monopolized by research and development only, but all members of 
organization also need to learn” (YR). 

Quantitative analysis with confirmatory factor analysis approach was conducted to do 
further analysis. The initial model indicates that the model is not fit (Normed Square = 
1,836; GFI = 0,780; AGFI = 0,743; CFI = 0,762, TLI = 0,740, NFI = 0,605 dan RMSEA = 
0,071). After doing model modification by deleting and covariating some items, the 
model shows improvement (Normed Square = 1,498; GFI = 0,857; AGFI = 0,822; CFI = 
0,890, TLI = 0,875, NFI = 0,736 dan RMSEA = 0,054). Based on this index, it can be said 
that the model is marginally fit (Mohi, 2012). The discriminant and unidimensionality 
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test also indicate that there is no problem with the measurements proposed. Figure 1 
shows the final measurements proposed by this study. 

 

 
 

 

 

 

 

 

 

 

Figure 1. KMO in creative industry 

 

 

Conclusion 

In conclusion, KMO in Indonesia consists of four dimensions namely organizational 
knowledge, knowledge sharing, learning new knowledge and willingness to accept a new 
knowledge. These dimensions are slightly different with the dimensions proposed by 
Want et al.(2008). The result of quantitative analysis has confirmed the measurements 
proposed. It also indicates that these four dimensions are considered as the higher order 
of KMO.  
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Human Resource Flexibility, Adaptability Culture, and Organizational Innovation 

Abstract 

Human Resource flexibility is a firm-level capability consists of employee skill flexibility, 
employee behavior flexibility, and HR practice flexibility that allows for the organization 
to adapt and be responsive to changes in dynamic environments. While prior research 
showed HR flexibility influence productivity, financial, and operational performance, 
how it relates to organizational innovation is rarely explored. The present study also 
examined the mediation of adaptability culture, where adaptability is the norm to 
respond to flexibility and change. Questionnaires were sent to top executives of the 
latest Taiwanese top 1000 companies in high-tech industries, where innovation is the 
key to their survival, and received 172 valid surveys. Contrary to Ngo and Loi (2008) 
study on the negative coefficient between employee skill flexibility and adaptability 
culture, our results showed all 3 components of HR flexibility were positively related to 
adaptability culture. Furthermore, in addition to general innovation performance, we 
found adaptability culture has a direct impact on process innovation, and an indirect 
impact on product innovation through process innovation. Implications and limitations 
were discussed. 

Keywords - Employee skill flexibility, employee behavior flexibility, HR practice 
flexibility, adaptability culture, process innovation, product innovation. 

Human Resource Flexibility, Adaptability Culture, and Organizational Innovation 
Human resource (HR) flexibility is a unique organizational capability that stresses the 
importance of adaptive employee skills, employee behaviors, and flexible HR practices in 
a dynamic environment (Wright & Snell, 1998). It refers to the extent to which 
employee’s skills and behavioral repertoires that can provide a firm with options to 
pursue strategic alternatives (Snell, Youndt, & Wright, 1996). As an organization’s 
sustainable competitive advantage may stem from resources or capabilities that are 
valuable, rare, inimitable, and non-substitutable, HR flexibility is certainly a unique 
organizational capability based on this resource-based view (Barney, 1991; Wright et al., 
2001, Bhattacharya et al., 2005). 
 
HR flexibility can also be viewed as a dynamic capability of the organization (Eisenhardt 
& Martin, 2000; Zollo & Winter, 2002). Dynamic capability refers to an organization’s 
ability to integrate, build, and reconfigure internal and external competencies to address 
rapid environmental change (Teece et al., 1997; Wright & Boswell, 2002). In terms of HR, 
organizations may utilize options such as downsizing, transfers, retraining, outsourcing, 
and external hires to adapt to labor shortage or surplus (Noe et al., 2014). Prior 
researches have showed a significant and positive relationship between HR flexibility 
and organizational performance in terms of financial performance (Bhattacharya et al., 
2005), operational performance (Ketkar & Sett, 2009), and productivity (Lado & Wilson, 
1994; Kirkman & Rosen, 1999). 
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As organizational dynamic capability plays a crucial role in enhancing innovation 
(Cetindamar et al., 2009), HR flexibility, being a unique resource and dynamic capability 
of the organization, may influence an organization’s innovation performance. Innovation 
involves a high degree of change and uncertainty, and organizations with dynamic 
capabilities tend to change effectively to respond to rapidly changing contexts (Zollo & 
Winter, 2002). Innovation initiatives rely heavily on employees' knowledge, expertise, 
and commitment (Youndt et al., 1996). To develop and adopt innovative solutions, 
employee skills, employee behaviors, and flexible HR practices may facilitate employees 
to respond in better ways to change. Therefore, HR flexibility can be considered a crucial 
determinant of innovation based on dynamic capability perspective. 
 
While HR flexibility may influence organizational innovation, the context in which the 
organization operates may mediate such relationship. Organizational culture is regarded 
as a critical factor in innovation performance (Feldman, 1988; Branen, 1991; Herbig & 
Dunphy, 1998). Organizations with adaptability can reform themselves to meet market 
demands by “using dynamic capabilities sooner, more astutely, or more fortuitously 
than the competition to create resource configurations that have that advantage” 
(Eisenhardt & Martin, 2002). They take risks and learn from their mistakes, and have the 
capability and experience to create change (Denison, 2000; Senge, 1990; Kotter, 1996). 
Ngo and Loi (2008) found that HR flexibility affect adaptability culture, which in turn 
impacts HR related and market-related outcomes. As flexibility allows for spontaneity, 
change, adaptability and responsiveness (Quinn, 1988; Quinn & Rohrbaugh, 1983), we 
proposed that adaptability culture will mediate how HR flexibility influences 
organizational innovation. 
 
This study enriches the current literature in several ways. First of all, it extends the 
impact of HR flexibility on innovation performance, beyond market-related outcomes 
such as productivity, financial, and operational performance. Second of all, unlike Ngo 
and Loi (2008) study that focused on multinational corporations (MNCs), the present 
study collect empirical data from high-tech companies in Taiwan, where innovation is 
the key to their survival. Finally, the present study hypothesized and examined 
adaptability culture as a latent mechanism that links HR flexibility and innovation 
performance, which was not examined in Ngo and Loi (2008) study.  
 
1. Organizational innovation 
Innovation is the act of introducing a new device, method, or material for application to 
commercial or practical objectives (Schilling, 2013). Innovation also means the adoption 
of an idea or behavior that is new to the organization, and it can be a new product, a 
new service, or a new technology (Herkema, 2003). Innovation has been regarded as a 
crucial factor for an organization’s evolution and survival in dynamic environment 
(Lazonick & Prencipe, 2005). Firms with innovative capacity can respond to 
environmental change faster and perform better than those non-innovative 
organizations in turbulent environment (Miles & Snow, 1984; Brown & Eisenhard, 1995). 
 
Innovation can be classified in various ways based on the perspective from which it has 
been studied (Damanpour & Gopalakrishnan, 1998). For instance, radical versus 
incremental innovation, product versus process innovation, competence enhancing 
versus competence destroying, and architectural versus component innovation 
(Schilling, 2013). As these classifications may be related to one another and there is no 
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single agreed-upon taxonomy that can be used to describe different kinds of innovation, 
we arbitrarily to review only the first two types of innovation. 
 
One way to classify innovation is to consider innovation in terms of incremental or 
radical, where the former refers to gradual and lesser degree of change, and the later 
refers to the fundamental changes in the activities of the organization from existing 
practices (Knight, 1967; Normann, 1971; Damanpour & Gopalakrishnan, 1998; Hage, 
1999). Generally speaking, incremental innovation is usually market-pull oriented 
coming from firms that are good at gathering, disseminating, and responding to 
intelligence from the marketplace (Kohli & Jaworksi, 1990). In contrast, radical 
innovation is often technology-push oriented (Dosi, 1988; Workman, 1993; Green et al., 
1995). Radical innovations tend to be risky and often require different management 
practices (O’Connor, 1998; Rice et al., 1998). However, radical innovations may change 
existing market structures and create new opportunities (Veryzer, 1988). 
 
Another popular distinction is to consider product and process innovation. Product 
innovation is connected with generating ideas or creating something new, reflected in 
the changes of product or service provided by the organization (Daniel & Pervaiz, 2006). 
Process innovation refers to innovations in the way an organization conducts its 
business, such as the techniques of producing or marketing goods or services, or new 
practices developed internally (Zhuang et al., 1999). While it is possible that product 
innovation can enable process innovation, and process innovation can change the way 
an organization conducts its business through producing or marketing goods or services 
(Schilling, 2013), it is of particular interest to see how product innovation and process 
innovation interplay with each other. 
 
In addition to categorize innovation into different types, it is also possible to study 
innovation by looking at how innovation is affected by different contextual factors 
surrounding each organization (Roberts, 2003; Roberts & Amit, 2003). That is, including 
not only the technology perspective, but also the human perspective (Vrakking, 1990; 
Tang, 1998). In terms of technology perspective, it refers to the design of products and 
operational systems of the firms that may create new processes, change the essences of 
industry structure, and develop new opportunities (Tushman & Anderson, 1986). While 
most research on innovation tended to stress technological innovation (Abernathy & 
Clark, 1985), some researchers showed innovation may not be completely 
technologically based (Claver et al., 1998). 
 
In the human perspective, people and culture are considered to be critical determinants 
of organizational innovation. In terms of people, as innovation initiatives rely heavily on 
employees' knowledge, expertise, and commitment (Youndt et al., 1996), it is essential 
to motivate people to be willing to innovate (Woodman et al., 1993). In term of culture, 
it is viewed as a crucial factor in innovation performance (Feldman, 1988). Numerous 
anecdotal and empirical studies demonstrated that culture plays a major role in 
organizational innovation (Branen, 1991; Herbig & Dunphy, 1998). Organizations have to 
cultivate an internal environment that encourages and supports idea generation to 
facilitate innovation (Tufan & Cemil, 2007).  
 
Although prior research has explored HRM practices and innovation strategies (Martell 
& Carroll, 1995), it mainly focused on how R&D managers were selected, compensated, 
and evaluated. In another study, the focus was on the application of complementary 
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HRM practices in knowledge-intensive industries (Laursen, 2002). Therefore, it is worth 
exploring how top executives in the high-tech industry, where R&D is a necessity, 
consider one area of HRM practice, human resource flexibility, on the organization’s 
innovation performance. 
 
2. Human resource flexibility 
According to Wright and Snell (1998), HR flexibility has been conceptualized as a firm-
level capability consisting of (1) people who possess a variety of skills and behavioral 
repertoires and (2) the HR practices that can be used to effectively utilize those people 
to be responsive to changes in market demands, be adaptive, and be successful in a 
dynamic environment. It is a type of capability that allows for the organization to be 
responsive to changes in market demands, be adaptive, and operate successfully in 
dynamic environments.  (Lepak, Takeuchi, & Snell, 2003; Milliman, Von Glinow, & 
Nathan, 1991). Therefore, HR flexibility may positively influence firm performance 
because it can give a firm options for pursuing strategic alternatives in the firm’s 
competitive environment, as well as the extent to which the necessary HRM practices 
can be identified, developed, and implemented quickly to maximize the flexibility 
inherent in those human resources (Snell, Shadur, & Wright, 2001). 
 
Compared to general HR practice where most procedures are fixed and rigid, the key to 
HR flexibility is to utilize the skills and behavior of its employees, and adapt its HR 
practices (e.g., staffing, training, performance appraisal, and compensation) to changing 
situations by possess and utilize such resources or capabilities to their advantage. In 
other words, HR flexibility is a capability that enables the organization to adapt quickly 
to a complex and dynamic environment (Snell et al., 1996), and it is one type of dynamic 
capability that focus on the internal adaptation to the external changing environment 
(Wright & Snell, 1998). 
 
According to Wright and Snell (1998), HR flexibility is generally considered to include 
three conceptual components, namely employee skill flexibility, employee behavior 
flexibility, and HR practice flexibility. An organization with high degree of employee skill 
flexibility calls for its employees to have a broad variety of skills and great potential 
alternative uses, as well as allowing employees to be deployed quickly under various 
conditions upon request. With diversified skills of employees, an organization can 
efficiently adapt to the changing environment (Chakravarthy, 1982). 
 
Employee behavior flexibility refers to the ability of employees to adapt to specific 
conditions where employees have broad behavioral scripts (Bhattacharya et al., 2005). 
Rather than simply following standard operating procedures, if employees can adapt 
and exhibit appropriate behavioral repertoires under various conditions, that enables 
the organization to face changing situations and create value for the firm. 
 
HR practice flexibility refers to the organization’s HR practice that can be adjusted in 
various situations and adapted across units of the firm (Bhattacharya et al., 2005). 
Compared to general HR practice, this type of flexibility provides value for the 
organization through adaptive HR practices (i.e. staffing, training, performance 
appraisal, and compensation) to changing situations, and allow for the organization to 
achieve strategic consistency across different units. 
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As HR flexibility can create sustainable competitive advantage for the organization 
(Barney, 1991), prior research has showed the construct of HR flexibility influence firm 
performance in financial (Bhattacharya, Gibson, & Doty 2005) and operational 
performance (Ketkar & Sett, 2009). Therefore, it is of particular interest to see whether 
HR flexibility can benefit organizational performance through other domains, such as 
organizational innovation. Therefore, it is hypothesized that: 
 
H1. HR flexibility is positively related to organizational innovation. 
 
3. Organizational adaptability culture 
Organizational culture refers to a set of beliefs, values, and assumptions shared by 
members of an organization (Schein, 1985). The symbols, as well as underlying values 
and meaning, direct the way in which an organization runs its business (Barney, 1986). 
The organizational culture system can influence the behavior of its members, and guide 
their behavior toward achieving organizational goals (Schein, 1985). For instance, 
previous research showed organizational culture can act as control mechanism in 
managing staff (Jones, 1983; Wilkins & Ouchi, 1983). Organizational culture can furnish a 
source of sustained competitive advantage for firms, since it is a firm-level resource 
which is valuable, rare, and difficult to imitate (Barney, 1986). 
 
Numerous studies discussed the relationship between organizational culture and firm 
performance (Saffold, 1988) in several ways. First of all, previous research demonstrated 
that organizational culture can positively influence organizational performance by 
guiding staff, motivating employees, and shaping employees’ behavior toward specified 
goals (Daft, 2007). Second, based on the resource-based view, as organizational culture 
can be considered a firm-level resource which is valuable, rare, and difficult to imitate 
(Barney, 1986), it is a sustained competitive advantage of the organization (Chan et al., 
2004). Third, organizational culture may enable the organization to constantly adapt to 
the changing market conditions and quickly react to dynamic environment, and thus 
enhances organizational performance (Daft, 2007). Finally, empirical studies that 
focused on specific organizational culture domains such as involvement and adaptability 
have found it can impact specific organizational performance in terms of flexibility, 
openness, responsiveness, and growth (Denison & Mishra, 1995; Denison, 1990). 
 
One specific organizational culture domains of interest is the adaptability culture. 
Adaptability culture is characterized by strategic concentration on the external 
environment by active responsiveness to flexibility and change (Daft, 2007). While this 
term was not new, it is rarely explored in the literature. A Web of Science search of 
adaptability culture as keyword conducted on May 4, 2015 showed only 185 entries, and 
most of the paper examined culture in general, rather than specific adaptability culture. 
In fact, it was until recently that scholars begun to “parse” organizational culture in 
terms of culture consensus, norm intensity, and norm content (Chatman et al., 2014). In 
their study on organizational culture and financial performance, Chatman et al. (2014) 
proposed that “adopting a norm for adaptability will enable organizations to be 
simultaneously aligned and flexible.” In other words, adaptability culture is 
characterized by consensus across a broad set of norms, where adaptability is the norm. 
The norm defines the organization’s need to promote flexibility, risk taking, and 
experimentation within the firm. 
HR flexibility may be positively related to adaptability culture due to similar strategic 
focus such as responsiveness and adaptation to dynamic environment. As HR flexibility is 
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consist of the skills and behaviors of employees’ adaptation to dynamic environment, as 
well as the extent of HR practice that can be executed fast when dealing with dynamic 
environment (Bhattacharya et al., 2005), it is hypothesized that: 

 
H2. HR flexibility is positively related to adaptability culture. 
 
Prior research also indicated that organizational culture with flexibility and adaptation 
had a positive effect on organizational innovation (Lau & Ngo, 2004). Through flexibility 
and responsiveness to change, the organization can quickly react to the external 
environment request and consequently contribute to organizational innovation (Daft, 
2007). Therefore, it is hypothesized that: 
 
H3. Adaptability culture is positively related to organizational innovation. 
 
Method 
1. Sample 
The sample was drawn from the latest Taiwanese top 1000 companies in high-tech 
industries database published by the China Credit Information Service Incorporation. 
The high-tech sector includes hardware, software, and Internet services. The 
questionnaire was delivered to those organizations by mail and e-mail requesting top 
executives such as president, vice-president, or top administrator of those companies to 
respond. Executives or senior managers were considered to be appropriate informants 
since the top managers are supposed to supply reliable information concerning the 
organizational characteristics (Mintzberg & Waters, 1985). 

 
2. Measures 
The questionnaire is composed of four parts, HR flexibility, organizational adaptability 
culture, innovation performance, and control variables. Excluding control variables, 
participants respond to the items using a six-point Likert-type scale (1= ‘strongly 
disagree’; 6= ‘strongly agree’). 
 
HR flexibility was adapted from the questionnaire used in Bhattacharya et al. (2005) 
study. Three subdomains of HR flexibility were measured. Sample item for employee 
skill flexibility reads: ‘Our firm can shift employees to different jobs when needed’. 
Sample item for employee behavior flexibility reads: ‘The flexibility of our employees’ 
work habits helps us to change according to market demands’. Sample item for HR 
practice flexibility reads: ‘Flexibility of our HR practices helps us to adjust to the 
changing demands of the environment’. 
 
Adaptability culture was measured using the scale developed from previous studies 
(Denison & Mishra, 1995; Lau & Ngo, 2004). Sample item for adaptability culture reads: 
‘The culture of this firm could be characterized as flexible’. 
 
Organizational innovation was measured in terms of product and process innovation. 
Sample item for product innovation reads: ‘Use of latest technology’. Sample item for 
process innovation reads: ‘Technological competitiveness’. 
  
Control variables used in this study include: firm age, the number of years since 
founding; annual sales in million NT dollars; and the number of employees working for 
the organization. 
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3. Procedure 
In order to increase response rate, a cover letter was used to explain the objective of 
this study, and an addressed return envelope was included. After mailing out the survey 
in three weeks, follow-up letters, e-mails, and phone calls were used to increase the 
response rate. 
 
Reliability was first examined using Cronbach’s alpha coefficient to examine internal 
consistency (Nunnally, 1978). Validity was examined in terms of convergent validity by 
considering the average variance extracted (AVE) using the threshold of 0.50 as 
suggested by Barclay, Thompson, and Higgins (1995). To assess discriminant validity, the 
correlations between the measures of potentially overlapping constructs were 
examined, whereas the diagonal elements (square root AVE) greater than the off-
diagonal elements in the corresponding rows and columns indicates good discriminant 
validity (Fornell & Larcker, 1981). Descriptive statistics and multivariate analysis of 
variance (MANOVA) was used to test whether constructs in this study may vary 
depending on the age and size of the firm. 
 
A structural equations modelling (SEM) methodology using LISREL was used to test the 
hypotheses. Specific statistics such as incremental fit index (IFI) (Bollen, 1989), 
comparative fit index (CFI) (Bentler, 1990), normed fit index (NFI) (Bentler & Bonett, 
1980), and root mean square error of approximation (RMSEA) (Steiger, 1990), was used 
to assess the fit of the measurement and structural models. Criteria such as IFI, CFI, and 
NFI exceeding 0.90, and the RMSEA value below 0.08, was used (Hu & Bentler, 1999). In 
addition to the fit indices, this study used the parameter estimates in the structural 
model to test the hypotheses. 
 
Results 
1. Reliability and validity 
To test construct reliability, Cronbach’s alpha coefficient was used to examine internal 
consistency (Nunnally, 1978). The overall reliability for all scales exceeds the acceptable 
level of 0.7 suggested by Nunnally (1978), indicating good internal consistency. 
Convergent validity was examined using average variance extracted (AVE). As observed 
in Table 1, all factor loadings are significant and AVE exceeds the recommended 
threshold of .50 suggested by Barclay, Thompson, and Higgins (1995), revealing good 
convergent validity. To assess discriminant validity, the correlations between the 
measures of potentially overlapping constructs were examined. As can be seen in Table 
1, the constructs are more strongly correlated with their own measures than with the 
others, and the diagonal elements (square root AVE) are greater than the off-diagonal 
elements in the corresponding rows and columns, indicating good discriminant validity 
(Fornell & Larcker, 1981).  
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Table 1. Descriptive statistics and correlations among indicator variables. 

Variables α M SD AVE 1. 2. 3. 4. 5. 6. 

1. Employee skill flexibility  .89 4.02 .72 .59 .72      
2. Employee behavior 

flexibility 
.91 4.07 .64 .56 .41** .76     

3. HR practice flexibility .90 4.14 1.08 .61 .44** .36** .79    
4. Adaptability culture  .92 4.01 .84 .68 .39** .35** .35** .82   
5. Process innovation .87 3.86 1.13 .60 .41** .43** .46** .38** .74  
6. Product innovation  .84 4.13 .94 .62 .38** .43** .41** .46** .42** .82 

Note. n = 172. Figures along the diagonal (in bold) are the values for the square root of 
the AVE. 
*p < .05. 
**p < .01. 
 
2. Correlation 
All three conceptual components of HR flexibility, namely employee skill flexibility, 
employee behavior flexibility, and HR practice flexibility, are significantly positively 
correlated with adaptability culture, process innovation, and product innovation. Initial 
hypothesis testing of H1 and H2 were supported. In addition, adaptability culture is 
significantly positively correlated with process innovation and product innovation. H3 
was observed as well. The correlation result warrants further examination on their 
relationship using structural equation modeling. 
 
3. Structural equation modeling 
Using LISREL 8.51, the hypothesized relationships were examined in structural equation 
modeling to obtain parameter estimates (Bentler, 1990). The full model was estimated 
first and depicted in Figure 1. SEM results showed the full model obtained only a 
marginal fit between the conceptual model and the data, where chi-square = 323.42 (df 
=144, p <.001), RMSEA = .083, CFI = .91, IFI = .91, and NFI = .90. 
 
 

 
 
 
 
 
 
 
 
 
 
 

 
 
Note. Standardized path coefficients are reported; * p < .001. 
Figure 1. Original conceptual model. 
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As RMSEA slightly exceeds the acceptable level of .08, the modification index of SEM 
suggested adding a path from process innovation to product innovation to enhance the 
overall model fit. By doing so, we found the fit statistics of the modified model 
improved, and all fit statistics were within the recommended range: chi-square value = 
263.38 (df = 143, p < .001), RMSEA = .074; CFI = .94; IFI = .94; and NFI = .92. In other 
words, the modified model presented in Figure 2 fits the data better than the original 
model. 
 

 
 
 
 
 
 
 
 
 
 
 

 
 
Note. Standardized path coefficients are reported; * p < .001. 
Figure 2. Modified model. 
 
Hypothesis 2 proposed that human resource flexibility is positively related to 
adaptability culture. As observed in Figure 2, the coefficient for employee behavior 
flexibility (γ=0.46, p <0.001), employee skill flexibility (γ=0.39, p <0.001) and HR practice 
flexibility (γ=0.58, p <0.001) were significant as expected. The structural links to 
adaptability culture from employee behavior flexibility (H2a), employee skill flexibility 
(H2b), and HR practice flexibility (H2c) are completely supported. These findings 
suggested that all of the three variables of human resource flexibility positively impact 
adaptability culture, suggesting that hypothesis 2 was supported. 
 
In term of hypothesis 3, analytical results demonstrate that adaptability culture had a 
positive effect on process innovation (β=0.52, p < 0.001). However, its effect on product 
innovation seems to be an indirect effect. The result shows an indirect effect from 
adaptability culture on product innovation through process innovation. In Figure 2 it is 
also interesting to find that process innovation had a strong positive effect on product 
innovation (β=0.59, p < 0.001). These results suggested that process innovation 
mediates the relationship between adaptability culture and product innovation. 
Analytical results demonstrate that adaptability culture has a direct impact on process 
innovation (H3a), and an indirect impact on product innovation (H3b) through process 
innovation. The above findings demonstrated that hypothesis 3 was supported. 
 
Discussion 
Our study is among the first to provide empirical evidence on the relationship between 
HR flexibility and organizational innovation, as well as how adaptability culture mediate 
such relationship. Although previous research highlights the vital role of HRM in 
innovation (Martell & Carroll, 1995; Laursen, 2002), the emphasis was on R & D 
managers and complementary HRM practices. While another study found organizational 
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culture with flexibility and adaptation had a positive effect on organizational innovation 
(Lau & Ngo, 2004), the context was based on multinational corporations (MNCs). The 
present study enriches existing literature by collecting data from high-tech companies in 
Taiwan, where innovation is the key to their survival, and considers organizational 
innovation in terms of process and product innovation, rather than overall innovation 
performance. 
 
We found HR flexibility is positively related to organizational innovation. Based on the 
resource-based view (Barney, 1991; Wright et al., 2001, Bhattacharya et al., 2005) and 
dynamic capability of the organization standpoints (Eisenhardt & Martin, 2000; Zollo & 
Winter, 2002), it makes sense that HR flexibility can be used to address rapid 
environmental change (Teece et al., 1997; Wright & Boswell, 2002). While prior research 
found the influence of HR flexibility on financial performance (Bhattacharya et al., 2005), 
operational performance (Ketkar & Sett, 2009), and productivity (Lado & Wilson, 1994; 
Kirkman & Rosen, 1999), the present study extends HR flexibility on organizational 
innovation. 
 
We also found HR flexibility is positively related to adaptability culture. While prior 
research showed organizational culture as control mechanism in managing staff (Jones, 
1983; Wilkins & Ouchi, 1983) and how it influence specific organizational performance in 
terms of flexibility, openness, responsiveness, and growth (Denison & Mishra, 1995; 
Denison, 1990), adaptability culture is rarely explored. Based on the notion proposed by 
Chatman et al. (2014), adaptability culture can be defined as a norm for adaptability that 
enables the organization to be simultaneously aligned and flexible. HR flexibility allows 
for the extent of HR practice to be flexible and executed fast to adapt to the dynamic 
environment (Bhattacharya et al., 2005), and certainly it makes sense HR flexibility may 
contribute to adaptability culture. 
 
In addition, we found adaptability culture is positively related to organizational 
innovation. Consistent with prior research that showed organizational culture with 
flexibility and adaptation had a positive effect on organizational innovation (Lau & Ngo, 
2004), we also found a directional effect from process innovation to product innovation. 
In other words, adaptability culture had a direct impact on process innovation, and an 
indirect impact on product innovation through process innovation. This demonstrates 
that organizations listed in the Taiwanese top 1000 companies in high-tech industries 
are more likely to be in the later stages of development (i.e., systemic), as in the model 
proposed by Utterback and Abernathy (1975) that the rate of innovation in terms of 
process innovation is greater than product innovation. 
 
Furthermore, this study demonstrated that adaptability culture exerts a complete 
mediating effect between HR flexibility and innovation performance. It is possible to 
infer that for high-tech firms aiming to promote organizational innovation, they may opt 
to cultivate their internal environment that emphasizes responsiveness and flexibility. 
To sum up, in terms of HR flexibility on organizational innovation, adaptability culture 
mediate such relationship, in particular direct effect on process innovation, and indirect 
effect on process innovation. 
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Limitations and directions for future research 
This study has some limitations. First of all, the chosen samples were drawn solely from 
Taiwanese high-tech firms, and this may cause potential limitation due to national 
culture. However, given that in Ngo and Loi (2008) study where organizational 
innovation was examined on multinational corporations (MNCs) in Hong Kong and found 
similar result, organizational culture may play a much stronger role than national 
culture. Future research may wish to draw samples from different nations or regions, or 
MNCs with global offices in different geographic areas. 
 
Second, while the study examined HR flexibility and innovation performance through 
adaptability culture, it is hard to say empirically about which variable “cause” the other 
variable. While longitudinal design may be a solution to address this issue, it is possible 
that HR flexibility and adaptability culture interplay with each other during the 
development of the organization. In other words, while HR flexibility facilitates 
adaptability culture, it is also possible that adaptability culture set by corporate founders 
results in HR flexibility. Our study showed that in terms of organizational innovation, 
adaptability culture seems to be slightly more important than HR flexibility. 
 
Last, it is possible to question whether a single individual’s response to our 
questionnaire can represent the whole picture of the intended organization-level 
phenomenon. While each person may interpret organizational culture differently, top 
executives are more likely to assess organizational characteristics appropriately 
(Mintzberg & Waters, 1985). Hence, we feel information obtained from these top 
executives is reliable and worth to be explored. 
 
It is worth mentioning that contrary to what Ngo and Loi (2008) study found about the 
negative coefficient between employee skill flexibility and adaptability culture (i.e., γ = -
.20, p < .001), we found a positive coefficient (γ =.39) that is consistent with the rest of 
the coefficients for employee behavior flexibility (γ =.42, p < .001) and HR practice 
flexibility (γ =.596, p < .001). Additional research may be needed to fully understand the 
relationship between employee skill flexibility and adaptability culture. 
 
Conclusion 
To conclude, this study highlights the critical role of HR flexibility and adaptability 
culture on organizational innovation in the high-tech sector. We found all three aspects 
of HR flexibility, namely employee behavior flexibility, employee skill flexibility, and HR 
practice flexibility, were all significantly and positively related to adaptability culture. 
Adaptability culture was also significantly and positively related to organizational 
innovation performance in terms of process innovation and product innovation. For 
high-tech firms wishing to enhance innovation performance, HR flexibility and 
adaptability culture may be the keys to facilitate the development of process innovation 
to product innovation. 
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Abstract 

The research has focused on the corporate social responsibility toward commitment 
employees of not much. This study aimed to analyze the influence of corporate 
responsibility for the performance of the organization and the role of organizational 
commitment in mediating the effect of corporate social responsibility to organizational 
performance. 
This research was exploratory study based on primary data. Primary data was collected 
from professional employees who work in different organizations. The population in this 
study is the professional employees of different organizations or institutions where such 
organization or institution has been carrying out CSR activities in the city of Surakarta. 
The sample in this study amounted to 100 employees using random sampling technique 
is simple. The analysis technique used in this research is the analysis of the path; 
hypothesis testing using t-test, F and coefficient of determination. 
These results indicate that corporate social responsibility (CSR) and the commitment of 
the organization can affect the performance of employees so that social responsibility 
becomes very important in helping improve the welfare of employees so that impact 
employee commitment to the organization is increasing and gives a good reputation for 
the company to provide benefits competitive and create the maximum employee 
performance. 
 
Keywords: corporate social responsibility (CSR), organizational commitment, employee 

performance 
 
Introduction 
The controversy over the inclusion of corporate social responsibility in the provisions of 
Law No. 40 Year 2007 regarding Limited Liability Company (Company Law) is still 
ongoing. The businessman objected the inclusion of the provision of corporate social 
responsibility as obligations of the company. It is stipulated in Article 74 paragraph (1) of 
the Company Law which expressly states: "The company that runs its business activities 
in the field and / or related to the natural resources required to implement the Social 
and Environmental Responsibility." 
 
Initially obligations imposed corporate social responsibility for the entire company 
without exception, but in the process of ratification of the Draft Law No. 40 of 2007, 
raised protests from employers so that corporate social responsibility would not be 
enforced as a whole. From a legal perspective of corporate social responsibility is not 
only a step to minimize the impact of an industry on surrounding communities and the 
environment, but is a form of concern for companies of all stakeholders. The concept of 
corporate social responsibility itself is rooted in good corporate governance, where it 
starts from the implementation aspects of compliance with the legal norms, then 
increased to implementation rules (code of conduct) which emphasizes ethics and 
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behavior in business activities, and developed into a form of awareness of 
entrepreneurs in order to foster good relationships with stakeholders (Reksodiputro, 
2006). 
 
The concept of improving the welfare of the company is the concept of organizational 
success, it is very important to the company that sustained growth slowdown, especially 
in conditions such as the current economic growth. The company that issued a number 
of funds in implementing corporate social responsibility should be sighted as an 
investment than expenditure. The Company generally uses social responsibility as the 
power associated with the image of stakeholders including customers, investors, 
government, suppliers, employees, communities and others. Strength associated with 
minimum conflict with the company's stakeholders and maximize the loyalty of all 
stakeholders. 
 
Generally the study of social responsibility related to financial performance, consumer 
behavior and its impact on the environment to research institutions such as Cochran and 
Wood (1984); McWilliams & Siegall (2001) and Arx & Ziegler (2008) which shows the 
relationship between CSR and financial performance. Research Ali et al (2010) showed a 
positive influence of CSR on consumer behavior. Heslin and Achoa (2008) states that 
corporate social responsibility is an important factor in the success of the company. 
So far, few studies that focus on employee perceptions of corporate social responsibility 
and its influence on organizational commitment. Companies typically worrying about 
the high employee turnover, absenteeism and low motivation of employees to work and 
organization. Research employee behavior and social responsibility using CSR to build up 
the strength of the company with the corporation and to produce the performance of 
the organization and employees better. Employee commitment is an important factor 
for the success of the organization. Corporate social responsibility is used as a strategic 
tool to develop its relationship with the employee organizations. Corporate 
responsibility can be used to maintain good relations between external stakeholders and 
internal stakeholders. 
 
The purpose of this study was used to analyze the influence of corporate responsibility 
for the performance of the organization and the role of organizational commitment in 
mediating the effect of corporate social responsibility to organizational performance. 

 
Methods 
This research was exploratory study based on primary data. Primary data was collected 
from professional employees who work in different organizations. The population in this 
study is the professional employees of different organizations or institutions where such 
organization or institution has been carrying out CSR activities in the city of Surakarta. 
The sample in this study amounted to 100 employees using random sampling technique 
is simple. The analysis technique used in this research is the analysis of the path; 
hypothesis testing using t-test, F and coefficient of determination. 
 
Results and Discussion 
Research and Feasibility Testing Instrument Regression Model 
The results of testing instruments to test the validity of the study indicate that all the 
variables in the status of valid and reliable, while testing the feasibility of the model 
indicate that the research data in a linear status. 
 



                                                      Transforming Business in Emerging Markets 
 

483 
 

Hypothesis Testing 
Hypothesis testing results indicate that corporate social responsibility positive and 
significant impact on organizational commitment and corporate social responsibility and 
organizational commitment and significant positive effect on employee performance.  
 
Results of analysis of the complete path in this study can be explained in detail the 
influence and relationships between the variables in the path diagram 1 below: 
 

                                             e1 = .664 
                         

 

          .748                                                    .588 

                                                                    

 

                                        .244                      

                                      

                                                                                     e2 = .616 

Figure 1. Path Analysis 
 
Results of path analysis showed that: the effect of corporate social responsibility  to 
employee performance through more dominant organizational commitment (0.440) 
than the direct effect of corporate social responsibility (CSR) on the performance of 
employees (0,244). These results indicate that the indirect effect of CSR is more 
dominant than the direct effect on employee performance to the organization's 
commitment in this study were able to mediate the effect of corporate social 
responsibility to employees performance. 
 
Managerial Implications 
The results support the results of several previous studies such as research Albinger & 
Freeman (2000); Greening and Turban (2000); Meyer et al (2002); Backhuas et al (2002); 
Peterson (2004) and Dawkins (2004) which states that the contribution social 
enterprises can motivate employees and improve the level of employee commitment 
and research Brammer et al (2007) noted that CSR increases organizational commitment 
of employees. These results indicate that with the economic slowdown that occurred in 
Indonesia in general and the city of Solo in particular the social responsibility to be very 
important in helping improve the welfare of employees because when increasing the 
welfare of employees can be met, the employee commitment to the organization will 
also increase. 
The study also supports research Stawiski et al (2010) and Ali et al (2010) which showed 
that corporate social responsibility and commitment of employees affect the 
performance of employees. This result implies that corporate social responsibility and 
organizational commitment of employees will give a good reputation for the company to 
provide competitive advantage to companies and mencipkan employee performance to 
the maximum. 

CSR 

Organization 

commitment 

Performance 
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Conclusion 
These results it can be concluded that corporate social responsibility (CSR) and the 
commitment of the organization can have positive influence on employee performance 
so that social responsibility becomes very important in helping improve the welfare of 
employees so that impact employee commitment to the organization is increasing and 
gives a good reputation for the company thus providing a competitive advantage and 
creation of employee performance to the maximum. 
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Abstract 
 
This study aims to know the influence of environmental impact leadership and 
organizational culture of environmentally friendly employee on the performance of 
environmentally friendly with environmental ethics as an intervening variable. Analytical 
techniques used in this study is the path analysis. 
The result show that: 1) environmental leadership has a positive influence on employee 
performance of environmentally friendly, 2) organizational culture of environmentally 
friendly had no influence on employee performance of environmentally friendly, 3) the 
environmental ethics in mediating the influence of environmental leadership on 
employee performance of environmentally friendly, 4) the environmental ethics in 
mediating the influence of organizational culture on employee of environmentally 
friendly performance of environmentally friendly. 
 
Keyword: environmental ethics, environmental leadership, organization culture, 

employee performance, environmentally friendly 
 
Introduction 
Environmental quality, diminishing already threatened the life of humans. Global 
environmental crisis is happening right now in the form of: (1) the destruction of forests, 
soil, the ozone layer; (2) pollution: air, water, soil, the sea; (3) extinction: energy and 
mineral resources, biodiversity (land, sea, air), springs; (4) global climate change and 
environmental disasters: floods, landslides, droughts, storms, sea level rise; (5) social 
problems related to poverty, hunger, injustice, violence, social conflict, human rights 
abuses, illness, death. Global environmental crisis has become a very big threat, serious 
and real to life (Keraf, 2011).  
 
Enger and Smith (2008) states that there is a relationship of mutual harmony between 
the environment and human especially human behavior on the environment. Reciprocal 
relationship between humans and the environment can be seen in the activities of the 
community in managing the surrounding environment as society's customs in ritual 
ceremonies held by Kasunanan Palace Surakakarta and Mangkunegaran, rituals milling 
cane sugar factory Gondang and others. 
 
Environmentally sound leadership is needed and is increasingly playing an important 
role in addressing environmental issues. The role of leader in the upper level and lower 
level largely determines the success of a program carried out by the organization, not 
least in the environmental program. Research Muchiri (2002) states that 
transformational leadership positive and significant impact on the behavior of 
employees and the commitment of employees and organizational performance. 
Podsakoff et al (1996) noted that the majority of research suggests that effective leaders 
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change the basic values, beliefs, habits (habits), the attitude of subordinates will be able 
to improve the performance exceeds the minimum level. Svenson & Wood (2006) 
showed that sustained ethical leadership is a process of continuous improvement 
relentlessly both within the organization and interaction with the environment and 
society. Environmental leadership can satisfy stakeholders (Robinson & Clegg, 1998). 
Ramus (2001) shows that the importance of the leadership role in breaking down 
barriers to the advancement of environmental organizations so that the company can 
improve its environmental performance. Contributions leader considered important 
because it is responsible for creating the conditions through the creation of strategic 
vision and promotion of certain forms in a sustainable manner so that competitive 
advantage can be achieved (Fernandez et al, 2003). 
 
Organizational culture is a habit, tradition or common way of doing things and mostly 
come from the founder of the organization, on the other hand someone in an 
organization has its own culture. Someone who feels uncomfortable in a certain cultural 
environment will experience the helplessness and fears but if someone feels 
comfortable with the cultural environment will show a more positive attitude and 
choose to stay longer in the cultural environment .. The results Gordon & Tomaso (1992) 
shows that the company's performance is influenced by the culture of the organization, 
as well as research results Kotter and Heskett (1992) showed that the suitability of 
organizational relationships and strategies needed to support performance. 
 
Ethics is a branch of philosophy regarding moral values and norms that determine 
human behavior in his life, as a branch of ethical philosophy emphasizes a critical 
approach in view of moral values and norms as well as the problems that arise in 
relation to the moral values and norms. Ethics is a critical and rational reflection on 
moral values and norms that define and manifest in attitudes and behavior patterns of 
human life both personally and as a group. Environmental ethics play an important role 
in improving the environmental performance of the organization. According Keraf (2011) 
mistakes the human perspective against him, nature and man's relationship to nature as 
greedy, greedy, patterns of consumption and production are excessive, exploitative and 
irresponsible of individuals, communities, businesses and government raises ethical bad 
environment ( bad ethics). The better the environmental ethic of the individual, 
community, business and government, the better the results of the quality of the 
existing environment. 
 
The purpose of which will be obtained in this study was to determine the effect of: 1) 
leadership environmentally sound to employee performance environmentally, 2) 
organizational culture environmentally sound to employee performance 
environmentally sound, 3) the role of environmental ethics in mediating the effects of 
leadership environmentally sound to employee performance sound environment, 4) the 
role of environmental ethics in mediating the effects of environmental leadership on 
employee performance environmentally friendly. 

 
Methods 
This research was conducted in PTPN IX Central Java. The analysis technique used in this 
study is documentation, interviews and questionnaires. Population of this research is all 
employees of the management at the top, middle and bottom. The sample in this study 
were 60 respondents. The sampling technique used for sampling is random sampling 
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random sampling. The analysis technique used to test the research instruments include 
the validity and reliability testing; linearity test and path analysis. 
 
Results and Discussion 
Research and Feasibility Testing Instrument Model 
Results of testing instruments to test the validity of the study indicate that all the 
variables in the status of valid and reliable, while testing the feasibility of the model 
indicate that the research data in a linear status. 
 
Path Analysis 
The test results show that the path analysis environmental leadership and organizational 
culture environmentally sound directly influence employee performance 
environmentally friendly as well as the influence of environmental leadership and 
environmentally friendly organizational culture on employee performance can be 
environmentally friendly through environmental ethics. 
 
Managerial Implications 
These results indicate that the environmental leadership began the management level 
down to the level of top management has contributed in improving the environmental 
performance of employees, this can be seen from the increasing commitment of 
awareness and concern the entire shareholder companies of the importance of 
environmental management. This condition can not be separated because of the 
demands of the company to comply with the legislation in force, especially Law No. 32 
of 2009 on the Protection and Management of the Environment and Minister of 
Environment Regulation No. 5 of 2011 on Corporate Performance Rating Program in 
Environmental Management. 
 
Environmentally sound organizational culture influence on employee performance 
environmentally friendly, since environmental protection and management in the 
enterprise has not become a habit that is applied in environmental protection and 
management of the company. This is because no part of the environment in the 
company's organizational structure and limited employees who are experts in the field 
of environment. During the handling of environmental issues addressed by the 
processing part so that the handling of problems related to the environment seem out 
of focus, implemented partially (only part or certain individuals) involved. 
 
The environmental ethics is able to mediate the effects of environmental leadership to 
employee performance environmentally friendly. Increasing the understanding and 
implementation of environmental ethics that each employee will have a positive impact 
in providing environmental leadership influence on employee performance 
environmentally friendly. It is necessary for each employee attitudes and behaviors in 
order to achieve harmony, harmony and balance between company shareholders and 
the environment through the optimization of ecological aspects, efficiency, spiritual, 
future generations sustainability, quality of life and humanitarianism. Still the discovery 
of perspective employees anthropocentrism which holds that nature is a separate part 
of the man and that man is the center of the natural system has a major role to the case 
of existing environmental problems. 
 
The environmental ethics is able to mediate the environmental influence of 
organizational culture on employee performance environmentally friendly. This is 
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because the organizational culture in the protection and management of the 
environment in the company has not become a habit that is applied in the company's 
environmental management system, so that internalize the importance of 
environmental protection and management to all company shareholders should be an 
important priority in the sustained improvement in the company. These situations can 
not be separated because they found the way employees view anthropocentrism. 
According to Eldon and Bradley (2008) anthropocentrism note the extent to which the 
environment in the interest of human beings is the main economic interest of man, so 
that this perspective can give birth exploitative behavior and is not responsible for the 
preservation of natural resources and the environment 
 
Conclusion 
The conclusion that can be generated are: leadership environmentally positive effect on 
employee performance environmental, organizational culture environmentally positive 
effect on employee performance environmentally friendly, environmental ethics may 
mediate the effect of leadership environmentally sound to employee performance 
environmentally friendly and ethical environment could mediate the influence of 
organizational culture environmentally sound to employee performance 
environmentally friendly. 
 
The need to set up the environment in the part of the company's organizational 
structure for the handling of environmental protection and management can be done 
thoroughly so that is expected to become a listed company (listing) in the Indonesia 
Stock Exchange 
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Abstract 

This study was conducted as a basic research for filling up research gaps in corporate 
social responsibility studies, where although the use of funds for CSR activities is a high-
cost program, but does not provide meaningful results for corporate value. The question 
is what should be considered in the use of funds for CSR activities that will enhance the 
corporate value? Investment-based economic and social commitment are corporate 
investment policy strategies that could enhance corporate value as well as fulfilling 
stakeholders' interests. Investment strategies based on economic and social commitment 
will increase corporate value depends on the structure and mechanisms of corporate 
governance in the context of the intensity roles of the board of directors.  
 
Keywords: Investment-Based on Economic and Social Commitment; Board of Directors.  
 
Introduction  
Several decades ago, the activities in the domain of corporate social responsibility 
Corporate Social Responsibility (CSR) is a policy for the business enterprise that is 
philanthropy. Rising public expectations of the company with great resources, 
managerial, and other technology so the company must be involved in improving the 
quality of life that gives legitimacy to do business. It has made a requirement for 
companies to invest in CSR activities. Some of the themes that emerged at this time, 
derived from CSR activities among others such as sustainability, corporate citizenship 
and corporate social responsibility. In the last two decades, academic research has 
placed emphasis on the company on the company's CSR obligations. In developing 
countries such as Indonesia, CSR garner significant attention from government, 
academia and civil society.  
 
CSR is a form of the company's commitment to build a better quality of life together 
with the relevant stakeholders, primarily around the community where the company is 
located. CSR is increasingly important role in pushing further the breadth of corporate 
social responsibility for the creation of better balanced development of economic, social 
and environmental. It also start from the fact that in addition to being economic 
institutions, the company is also a social institution, thus the company is expected to 
progress and evolve in harmony with the community around the company.  
The commitment is underscored by the government as a regulator that is reflected in 
the Decree of the Minister of Finance of the Republic of Indonesia 2  
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No. 316 / KMK 016/1994 of the Small Business Development Program and the 
Cooperative by the State Owned Enterprises. Through this policy SOEs are obliged to 
participate in improving the welfare of society and the environment through the 
program Partnership (the Partnership Program and Community Development) by way of 
setting aside some of the company's profits. The policy is then updated with the 
issuance of Decree of the State Minister for State Owned Enterprises No. Kep-236/MBU/ 
2003 on the Partnership Program with the State Owned Small Business and Community 
Development Program, which was previously stated in the Decree of the Minister of 
Finance of the Republic of Indonesia No. 316 / KMK 016/1994 also about the Small 
Business Development Program and the Cooperative by the State Owned Enterprises. 
Thus, it is very interesting assess the CSR activities undertaken by the company and 
explore the link between CSR strategy followed by the organization and their economic 
performance.  
 
Issues around social responsibility related to the existence of two different perspectives, 
namely whether the organization fulfill the the interests of stakeholders for purely 
economic reasons or due to the intrinsic merit of doing so. Empirical studies conducted 
by several researchers support the economic motivation as a driver's perspective to 
address the needs of stakeholders. There are also many examples of how to deal with 
social needs leads to a competitive advantage for the company.  
 
Starting from limited reference by Ansoff (1965), research on stakeholder management 
company has grown rapidly, with leading researchers such as Freeman (1984), 
Donaldson and Preston (1995) and others. A firm-centric stakeholder framework 
provides a focus for the managerial activities - welfare organization and survival - while 
at the same time a method for achieving it: through stakeholders satisfaction. While the 
framework of the CEO and board of directors in corporate governance to build a set of 
desired objectives and goals of the stakeholders and what is required to be given to 
stakeholders to get it. No value of one stakeholder or organization maximized, but can 
achieve satisfaction, the achievement of the target with an approach that leads to the 
objective function in which managers seek to maximize: the probability of long-term 
sustainability of the organization (Graham, 2013).  
 
Special focus to social stakeholders, this article attempts to examine the social and 
economic performance of the company and investigate whether the companies 
performing well on social measures also show a better economic performance. Research 
challenges ranging from social and economic performance relative to developing a 
detailed understanding of stakeholder groups.  
 
According to Cadbury (2002) is not possible to isolate the economic element in the 
business decisions of the social consequences. Appropriate investment policy strategy is 
a strategy that combines economic and socially oriented investment. This strategy has a 
dimension that can provide value to stakeholders. According Tendelilin (2010: 2) is a 
commitment of a number of investment funds or other resources were made at this 
time with the goal of obtaining a number of advantages in the future. This very precise 
definition is used as an operational definition of economy-oriented investment. 
Economy oriented investment is the use of the funds or assets of the company for a 
profit (return on investment). But in the social oriented investment or socially 
responsible investment has a different implementation of economy-oriented 
investment. Socially-oriented investment is the use of company funds for social and 
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environmental interests as a form of corporate social responsibility to stakeholders. CSR 
gain indirect benefits. CSR generate profits with regard to the benefits of creating 
goodwill in the stakeholders (Jones, 1995; Kotter and Heskett, 1992; Pfeffer, 1998; 
Reichheld, 1996; Ullmann, 1985, Waddock and Graves, 1997). Variations from this 
perspective has been described using terms including instrumental stakeholder theory 
(Jones, 1995), the theory of good management (Waddock and Graves, 1997), and the 
effect of loyalty (Reichheld, 1996). With CSR, the company can avoid the costs resulting 
from fines or community claims to environmental issues (Waddock and Graves, 1997).  
 
Study of investment based on economic and social theoretically linkages are discussed 
through a company's financial performance and corporate social performance. The 
second linkage study results orientation strategy investment policy is based on the main 
theory Agency Theory and Stakeholder Theory, synthesis of Stakeholder and Agency 
Theory, as well as substantial theories of good management theory, slack resources 
theory and virtuous cycle. Synchronization CFP and CSP theoretically and empirically can 
be done because it proved to be positively correlated with each other and there is no 
trade-off between the two (Waddock & Graves, 1997; Orlitzky et al., 2003; Wissink, 
2012). Based on the theoretical study of the synthesis of Stakeholder and Agency 
theories, substantial theory and empirical studies that this article uses an investment-
based economic and social commitment as a strategy to increase corporate value 
(Indriani and Wahyudi, 2013).  
 
The new paradigm of corporate governance is supported by the shift shareholder-based 
approach into a stakeholders-based approach (MacMillan et al., 2004; Waddock et al., 
2002; Wilson, 2000 and King Report, 2002). This is inline with the "enlightened 
shareholder value concept" (William and Conley, 2005) which means that short-term 
liability needs to be adjusted to the long-term sustainability. Corporate governance and 
Corporate Social Responsibility both based stakeholder theory therefore the mutual 
influence of the two concepts then there is a convergence between the two concepts. 
Corporate governance and CSR can be improved for long-term goals when dealing with 
the company's performance and attention to the welfar stakeholders.  
 
Board of Directors is the most important mechanism used by the shareholders to 
monitor management (Perry and Shivdasani, 2005). In the context of the governance 
system in Indonesia which perform the function of monitoring of management is 
hereinafter referred to BOC and board. Monitoring of the board is an important concern 
in the study of corporate governance, in which the board described as the culmination 
of an internal control system (Jensen, 1993: 862). The Board representing the owner of 
the organization and is responsible for ensuring that the organization is managed 
effectively. The board is responsible adopts a control mechanism to ensure that the 
management of behavior and action in accordance with the interests of the owner. 
Among other important control mechanism of selection, evaluation and, if necessary, 
propose the dismissal of Chief Executive Officer (CEO) and top management perform 
poorly, the determination of managerial incentives and monitoring and assessment of 
organizational performance (Mizruchi, 1983; Zahra and Pearce, 1989). In the control 
mechanism, the obligation of the board is to ensure that management operates in the 
interests of the shareholders of the company. Obligations of the board include the 
monitoring, evaluation and regulation of the actions of top management.  
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Mainstream economic research field of financial management focuses on results 
achieved with the composition and characteristics of the organization's board structure, 
namely board independence. The independence of the board is considered as an 
important driver of good corporate governance. The independence of the board based 
on agency theory discuss inefficiency arising from the separation of ownership and 
control (Fama and Jensen, 1983). According to the agency theory perspective, the board 
(and in particular members of the independent or outsider) is put in a position to 
monitor the managers on behalf of shareholders (Lynall et al., 2003). The Board has 
formal authority to ratify management initiatives, to evaluate managerial performance 
and to allocate rewards and penalties to management on the basis of criteria that reflect 
the interests of shareholders. Consistent with agency theory, the board comprised of 
independent directors are more likely to provide effective oversight of the executive of 
the company. Independent commissioners generally believed to be more effective in 
protecting the interests of shareholders, so that the company's performance is higher 
(Filatotchev and Bishop, 2002).  
 
This study aims to (1) assess the investment linkages based economy and social 
commitment towards the creation of corporate value; (2) examine whether the role of 
the board of directors strengthen investment-based economic and social commitment 
to creation of corporate value.  
 
Literature Review  
Investment-based on Economic and Social Commitment and Firm Value.  
Investment-based economic and social commitment are corporate policy of investment 
strategy that integrates economic and social oriented investment simultaneously. 
Targets to be achieved from this strategy is to combine the advantages of the 
investment with the profit motive (ROI or ROA) as much as possible with social 
investments or corporate social responsibility (social virtues). The purpose of this 
strategy is achieving the goal of maximizing value creation aligned between 
shareholders and stakeholders (Indriani and Wahyudi, 2013). This concept is derived 
from the synthesis of Agency Theory and Stakeholder Theory in line with Jensen (2001); 
Graves and Waddock (2000); and Davis (2005).  
 
Enlightened value maximization theory (Jensen, 2001) indicates that maximization of 
value can not be achieved if the company ignores or treats stakeholders. Some 
researchers have made the same proposition (Graves and Waddock, 2000; and Davis, 
2005). Model Jensen (2001) is different from the traditional instrumental stakeholder 
theory. Model Jensen (2001) provide the basis for making trade-offs between 
stakeholder groups. The company's relationship with stakeholders should be rooted in 
the company's strategy and should be a means to an end, namely the maximization of 
value. Thus, managers optimize relationships with stakeholders to maximize the 
company's value. Management of stakeholder welfare may be a partial determinant of 
the value of the company. Deviations stakeholder management expected (expected 
stakeholder management) can decrease the value of the company. Empirical research 
supports enlightened value maximization is the research Benson et al. (2011). Several 
theoretical and empirical studies above it can be proposed hypothesis as follows:  
 
H1: Higher investment based economic and social committed higher corporate value.  
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Role of Board of Directors and Firm Value.  
Corporate Governance is a mechanism rules, procedures and a clear relationship 
between the parties that take decisions by parties to exercise control over the decision. 
Corporate Governance mechanisms geared to ensure and oversee the passage of the 
system of governance in an organization. Monitoring role by the board of directors is the 
internal mechanism of corporate governance. Board of directors is the culmination of 
the control system of a company with the primary role of monitoring of management on 
behalf of shareholders. Council has the power to hire, dismiss and compensation for 
top-level managers, to ratify and monitor important decisions (Fama and Jensen, 1983; 
Gillan, 2006). Council ensure executive director works compatible with the interests of 
shareholders. From the perspective of agency theory, the role of the board is a device 
owners who provide a low cost of other governance mechanisms such as the takeover of 
the market to solve agency problems such as replacing or reordering of top managers 
(Fama, 1980). Property Right theory suggests the insight that managers inside and 
outside have a role in disciplining management (Alchian and Demsetz, 1972). 
Furthermore, resource dependency theory see the board as a mechanism for co-
optative with a role that matches the company with environmental demands (Aguilera, 
2005).  
 
This study uses a variable intensity of role of Board which is an approach that takes the 
board in carrying out its function and role. Board with functions and roles for 
monitoring, and strategic services can not be optimal only with the proportion of 
independent directors in the company, but requires activity in carrying out the role that 
process. The intensity of role of board using a composite manner between attributes 
and attribute composition process. Attribute process of using proxies frequency of 
meetings between the board of directors, committees and directors (Zahra and Peace, 
1989) and attribute composition that uses a proxy independence of the board. The 
intensity of role of board subsequently used in this study as an attribute of the Board of 
Directors.  
 
The process can be measured by the frequency of the board holding board meetings 
both among the board, committees and directors (board meeting). Vafeas (1999) states 
that activity of the board is an important dimension and that frequency of meetings held 
to have a relationship with the company's operating performance. The more often the 
commissioners held a meeting, then access to information will also be more evenly 
distributed among the commissioners, so that better decisions that impact the 
company's performance better. Board meetings are one source of information that will 
be used to improve the effectiveness of the board of commissioners. Information 
disclosed through the meeting includes not only the vision, mission, business objectives 
and corporate strategy, financial condition, internal controls but also those who have an 
interest in the company. Empirical research that supports, among others, Perry (1996); 
Conger et al. (1998); and Ntim and Osei (2011).  
 
Board composition is measured by the proportion of independent directors on the total 
number of commissioners. In managing the company according to the general rules of 
Good Corporate Governance (GCG), the role of Independent Commissioner 
indispensable. Independent Commissioner may serve to oversee the running of the 
company to ensure that the company has done the practices of transparency, 
disclosure, self-reliance, accountability and the practice of justice in accordance with the 
applicable provisions in an economic system. Independent commissioners who do their 
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job well, will be able to increase the company's credibility in the eyes of the market 
which is expected to enhance shareholder value. Empirical support among others Cotter 
and Silvester (2003); Klapper and Love (2002); and Shan and McIver (2012). Based on 
the explanation above, it can be built hypothesis as follows:  
 
H2a: The higher the intensity of role of board will increase corporate value.  
H2b: Investment based on economic and social commitment is supported by higher 

intensity role of the board will boost the corporate value.  
 
Methods  
Participant.  
The population includes all companies listed on the Indonesia Stock Exchange in both 
manufacturing and non-manufacturing from 2009 to 2011. The sampling method in this 
study using a sample of non-probability sample that meets certain criteria is called 
purposive sampling. The sampling method of this assessment is a sampling method 
where the researcher has the criteria or specific objectives of the sample to be studied 
(Cooper and Schindler, 2006). The criteria of the samples used in this study as follows: 
(1) the company published its annual report consistently from 2009 to 2011; (2) the 
company is applying and disclose corporate governance and the implementation of 
Corporate Social Responsibility (CSR) in the annual report; (3) available data on the 
number of independent board members; (4) available data on the frequency of 
meetings or board meetings, the board of commissioners and board of directors and the 
board of directors with an independent committee; (5) the company has information 
relating to the measurement of the variables, such as: return on assets, the value of the 
company which is proxied by Tobin's Q and the company's reputation that is proxied by 
the difference between the price of the stock market year t and year t-1.  
 
Variables.  
The variables used are: (1) independent variables: investment-based economic and 
social commitment (Indriani and Wahyudi, 2013); (2) The dependent variable is the 
corporate value (Q); (3) moderating variable is the intensity role of the board (IRB). 
Investment-based economic and social commitment is measured in two dimensions of 
Corporate Financial performance and the dimensions of Corporate Social Performance. 
Dimensional measurements of financial performance using ROA. Empirical studies using 
ROA to measure the financial performance include research McGuire et al. (1988); 
Waddock & Graves (1997); Preston & O'Banon (1997); Johnson & Greening (1999); 
Crisostomo et al. (2011); Wissink (2012). Corporate social performance is measured by 
using a proxy ratio of the proportion of funds allocated to the activities of Corporate 
Social Responsibility (CSR) of the net profits (Bhattacharyya and Nag, 2012). Proxy used 
is the company's ability to provide funds for CSR activities of the assets used by the 
investment (Indriani and Wahyudi, 2013). The intensity role of board is measured by the 
number or frequency of board meetings, board meetings with directors and 
commissioners to the committee (Vafeas, 1999; Conger et al. 1998; Ntim, 2009; Ntim & 
Osei, 2011) and the proportion of council independent commissioner of the overall 
number of commissioners (Hermalin & Weisbach, 2003; Xie et al. 2003). Meanwhile, the 
company uses a proxy for the value of Tobin's q.  
 
Analysis Technique.  
The analysis technique used is moderating regressions analysis by the intensity role of 
the board of directors as a moderating variable. Testing moderating using residual test.  
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Result  
The data used in this research is panel data, so as to meet the data consistently from 
2009 to 2011 obtained the data as much as 141 corporate observation. At the time of 
cleaning the data, there are 18 of data outliers in the sample so that clean data used in 
the subsequent processing of 123 observation data.  
 
Observations can be described in the company's ownership categories, among others: 
(1) government ownership of SOEs by 20%; (2) a company owned Group as much as 
34%; (3) foreign ownership as much as 34%; and (4) public ownership of 12%. These 
categories illustrate that observation corporate profile fairly diverse. Company 
observation has his own foundation to manage CSR as much as 12%.  
 
Description of variables used in this study can be explained as follows: (a) average value 
of IRB 2.3248 from minimum value 1.1 and maximum value 3.81, which means the 
average value indicates that the intensity role of the board is quite effective. The more 
frequency of board meetings and the greater the proportion of independent board, the 
greater the intensity role of the board; (b) Variable Tobin's q (Q) has an average of 
1.5779 indicates that in general the 123 companies selected as a sample has a value of 
Tobin's q above 1. This indicates that the company has good corporate value. (c) an 
investment-based economic and social commitment (IBES) measured by return on 
assets (ROA) multiplied by the investment fund or the use of corporate social 
responsibility (CSR). The higher the ROA and higher the investment or use of funds for 
CSR then IBES will be even greater. IBES average value of 0.0014 or 0.14%.  
 
Hypothesis testing results in Table 1 (appendix), indicates that the strategy of 
investment-based economic and social commitment (IBES) have a positive effect on firm 
value (H1 proven). The results support the research Indriani and Wahyudi (2013). While 
the intensity role of the board (IRB) effect was not significant in the negative direction 
(H2a not proven).  
 
Testing IRB as moderating variables using residual test. Residual analysis to test the 
effect of deviation from a model. The focus is the lack of fit is generated from the 
deviation of the linear relationship between independent variables. Lack of fit is 
indicated by the value in the regression residuals (Ghozali, 2005: 157). In this case if 
there is a match between IBES and IRB (small or zero residual value) then IBES high and 
the IRB is also high, then Q will be high and vice versa. In Table 2 illustrates whether the 
IRB is moderating and in this case indicated by coefficient (b1) Q significantly and in a 
negative direction. The test results indicate that the coefficient Q has a significance of 
0.08 in the negative direction, so that it can be said of a match between IBES and IRB so 
that higher IBES and strengthened by increasing IRB then Q will be even greater (H2b 
proven).  
 
Discussion  
Investment-based economic and social commitment has a positive impact on corporate 
value creation. The test results support good management theory which argued that 
there is a high correlation between good management practices and corporate social 
performance. This is due attention to the domain of corporate social performance to 
improve relations with key stakeholder groups (Freeman, 1984), resulting in better 
overall performance. Research McGuire et al. (1988, 1990) supports the theory of good 
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management in providing empirical support for financial performance as the dependent 
variable. Waddock and Graves (1997) who explains that social performance as a 
predictor of financial performance. The results support the research Indriani and 
Wahyudi (2013) that the synchronization strategy-oriented economic and social 
investment will have an impact on value creation.  
 
Results of this study have implications theoretically to good management theory and 
slack resources theory. Both of these theories to explain the relationship between an 
investment concept based on economic and social commitment to corporate value. 
Resource theory Slack found good financial performance could potentially lead to the 
availability of slack (financial and other) resources that provide opportunities for 
companies to invest in the domain of social performance, such as public relations, 
employee relations, or the environment. If the resource slack is available, then the 
better social performance will be generated from the allocation of resources in the 
social domain, and better financial performance that would be a predictor of corporate 
social performance better. This explanation supports the empirical evidence McGuire et 
al. (1988, 1990) and Waddock and Graves (1997). Good management theory argues that 
there is a high correlation between good management practices and corporate social 
performance. This is due attention to the domain of corporate social performance to 
improve relations with key stakeholder groups (Freeman, 1984), resulting in better 
overall performance. Investment-based economic and social commitment is measured 
by a combination of the company's financial performance - return on assets - and social 
performance of companies - investment for corporate social responsibility activities - 
implies that there should be no disagreement whichever affects and is affected. Both of 
these performance measures synergistically integrated so that both theories can be 
used as a basis for an integrative manner.  
 
Investment strategies based on economic and social commitment is a priority for the 
managerial policy of maximizing value creation in corporate. This strategy provides 
insight and empirical evidence that is useful in the creation of the company's value in 
three perspectives, namely: (a) Financial aspects, this strategy has positive implications 
tehadap reputation and value of the company, it means improving the company's 
financial growth; (b) Stakeholder aspect, this strategy to realize and address the needs 
of stakeholders thus increasing the confidence of stakeholders in the company and 
stakeholders will provide resources that can enhance shareholder value; (c) Aspects of 
Competence: This strategy gives competency for the company to gain a competitive 
advantage for the company.  
 
Structure and corporate governance mechanisms used in this study is the intensity of 
the role of board as a corporate governance mechanism (Vafeas, 1999; Perry, 1996; 
Coger et al., 1998; Collins and Kofi, 2011; Cotter and Silvester, 2003; Klapper and Love, 
2002; Faithful-Atmaja, 2009; Shan and McIver, 2012). The intensity role of board is a 
moderating factor investment strategy based on economic and social commitment to 
enhance corporate value. This study provides evidence that the intensity role of board 
will establish a good corporate governance.  
 
Previous studies have indicated the existence of expanding the role board of monitoring 
function into role service and strategic role in decision-making (Fama and Jensen, 1983; 
Zahra and Pearce, 1989; Kassinis and Vafeas, 2002; Nicholson and Kiel, 2007; Mallin and 
Michelon, 2010). In this study, more specifically discuss the expansion of the role board 
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of directors in the theory of governance with a theoretical framework Agency, Resources 
Dependence and Stakeholders. The intensity of role board is board seriousness in 
performing its functions proactively and independently so as to strengthen the 
implementation of the investment policy based on economic and social commitment to 
enhance corporate value. These results indicate that the role of board in this case refers 
to the entry into force of the hypothesis of conflict resolution in which the company or 
the executive is subject to the supervision of shareholders through boardrole. Effective 
corporate governance is forcing executives to act in the best for shareholders and 
stakeholders. Under effective governance, executive utilize CSR involvement to resolve 
the conflict between stakeholders to maximize shareholder value (Harjoto and Jo, 2011). 
The results are consistent with the Agency-Stakeholder Theory that states the structure 
of monitoring and enforcement mechanism to reduce the loss of utilities (Hill and Jones, 
1992; Jensen, 2001).  
 
Conclusion  
Investment-based economic and social commitment is an investment corporate policy 
strategies that can increase firm value. Investment strategies based on economic and 
social commitment will be able to increase the company's value depends on the 
structure and mechanism of corporate governance in the context of the intensity of role 
board of directors. Board require expanding role board of the monitoring function into 
role service and strategic role in decision making. Board proactive in performing its 
functions independently and objectively so that it will reinforce economic policy strategy 
based on investment and social commitment to enhance shareholder value and 
stakeholder value.  
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Appendix:  
 

Table 1. Results of Hypothesis Testing Critical Ratio 
 

 CR Prob. direction description  

IBES  Q  2,051  0,042  Positive  H1 proven  

IRB  Q  -0,853  0,396  Negative  H2a not proven  

 

Table 2.Moderating variable test results 

Model Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig. 

B Std. 
Error 

Beta 

1 (Constant)   .511  .010   48.778  .000  

Q   -
.010 

.006   
        -.159  

-1.766  .080  

a. Dependent Variable: AbsRes_1 
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STRATEGY RBTV IN COMPETITION INDUSTRIAL BROADCASTING  
IN THE PROVINCE BENGKULU 

 
Dedy Wahyudi  

 
ABSTRACT 

The rapid growth of television stations, has created a climate of fierce competition 
among television stations. In this study, the authors analyze the strategies that have 
been implemented in the midst of intense competition RBTV television industry. What 
are the advantages, weaknesses, opportunities and threats. 
This study uses the method of analysis IFE (internal factor evaluation) and EFE (external 
factor evaluation). From the results of IFE and EFE incorporated into the analysis of IE 
(internal-external). Furthermore, a competitive and analyzed using SWOT matrix. If IE is 
mapped to the matrix diagram, are in column V, maintain and nurture. For survival 
strategies, RBTV melakukukan market penetration strategies, product development and 
improve quality of service.From matrix SWOT analysis, strength RBTV as the company's 
best performance in Indonesia, show 100% local content, brand Camkoha strong, 
creative young employees, excel in relationship marketing strategy. RBTV weakness, yet 
varied show program, the broadcast has not reached all counties, yet studio standards 
and expertise of human resources is still limited. 
There are opportunities that can be exploited, namely advertising potential is still quite 
large, high information needs of the community, residents and officials love to be on TV, 
political agenda and the election or election advertising the new school year. RBTV 
threat is intense competition between the media, the online media / social media, and 
the emergence of new competitors. 
 
Keywords: The company's strategy, environmental analysis company 
 
 
INTRODUCTION 
Based on AC Nielsen research on the measurement of TV viewers in 2012, the television 
media consumption by 94 per cent of the total population of the conventional media in 
the country. Within a day, viewers can spend about 4.5 hours sitting in front of the TV 
(http://www.tempo.co). According to Azizah (2008), the average resident of Indonesia 
to watch television as much as 50 hours a week, while children as much as 20 hours a 
week. 
 
The rapid growth of television stations in the country in both national and local, has 
created a climate of fierce competition among television stations. An industry that had 
now turned into a blue ocean red ocean. Television stations must be able to present the 
show that attracted the attention of viewers. Stations that have the program the most 
creative, innovative and the taste of consumers then he will gain a lot of advertising 
revenue. 
 
Therefore, the television station should have a marketing strategy and program 
strategies are apt to increase audience share. No exception, the local TV industry players 
in Bengkulu to be bringing forth creative ideas and original with the taste of consumers 
in accordance with the lifestyle (life style) current. Local TV despite losing in terms of 
capital and personnel experienced reliable, but local TV has its own power is on "local 
content" that is not possible rivaled by national TV station (network). 
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RBTV as local television stations under the banner of Jawa Pos Group, faced with the 
conditions of competition are very competitive. This competition is not only between 
local television stations, but also compete with the national television station that 
already has a high flying hours and rich experience. Like Metro TV, RCTI, MNC TV, quiz, 
Indosiar, Trans 7 TV One, SCTV and Reuters TV which now also has a local broadcast 
Bengkulu. 
 
The problem staying again how management RBTV create, produce and package locally 
berkonten programs, such as local news, events (events) local communities, local 
current events, education and local entertainment. Because it takes the right strategy, 
both in terms of selling (marketing) and in terms of production strategy (programming). 
 
STRATEGY THAT HAS BEEN PERFORMED 
In the midst of competition in the broadcasting industry (television), RBTV have devised 
various strategies to survive, out of the vortex of the fierce competition and emerge as 
the best local tv. That effort was not in vain, since its inception until today RBTV still 
exist and have always received the title of the best. Peak, RBTV been named as best 
local television throughout Indonesia under the Jawa Pos group. This paper will examine 
whether the strategy that has been implemented is completely accurate or there are 
still many weaknesses. So we need additional improvements at the end of this research. 
 
Marketing strategy 
The progress of a company is determined by the ability to manage the factors contained 
in the internal and external environment. Internal environment. As for the internal 
environment in RBTV (People Bengkulu Television) includes: 

 
Product (program) RBTV grouped by age group of children, adolescents and adults. For 
groups of children, the Child Bengkulu available Adventurer program, which tells about 
the social kehidupun, customs and culture of Bengkulu. Then Quiz. In the holy month of 
Ramadan held elections Ustadz Kecik and Hafidz Kecik. For the youth segment available 
RBTV By Request program. Also there are events Indie Band, a kind of festival the local 
band performances and young children Bengkulu. Then, Hobby We show that tells a 
hobby that is a trend today. The program is packed in depth (deep) in the concept of the 
magazine (magazine) audio-visual version. 
 
For adults more news (news), which raised all the events and the events that occurred in 
the province of Bengkulu. Then packed in the event program Tonight report, the report 
This report Afternoon, Evening Report, Pekaro (crime news), Halo Bengkulu (interactive 
telephone), interactive dialogue and Impressions Highlight RBTV Pekaro (peelings 
packaged newsindepth event analysis). 

 
Unlike the print media such as newspapers or magazines, physical tangible product sold. 
While television belongs to the category of business services not sell physical, but works 
in the form of programs or commercials. If the public believe in the existence of the 
electronic media, the client will come to market your business / goods or services. 
 
According to Kotler (2002: 658), advertising is defined as a form of presentation and 
promotion of ideas, goods or services nonpersonal by a particular sponsor that requires 
payment. In the electronic media, the amount of charge depends on the duration 
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(length of time) and specific hours (prime time). The hours are specialized in RBTV, the 
charge will be more expensive compared to other hours. For example, when a news 
program Tonight Reports, Regional Reports and Pekaro, 19.00 - 21.00 pricing is more 
expensive. 
 

 
Supported the people of Bengkulu Television transmitter of 4.75 KW (Kilo Watt) and a 
tower height of 100 meters, RBTV can reach 6 district / city. That is already reaching 65% 
of districts / cities in the province of Bengkulu. 
 
In addition to using an antenna UHF / VHF, broadcasting RBTV can also be captured 
through pay-TV Bengkulu Vision. In addition, it can also be watched via live streaming on 
the internet. Thus, it can be watched RBTV which are outside the province of Bengkulu. 
Management targets, will expand the range of broadcasting so as to reach all districts / 
municipalities in the province of Bengkulu. 
 

 
At the beginning of its establishment in 2009, RBTV heavily promoting. Either through its 
own media (TV), then the People's Daily newspaper Bengkulu (RB) and billboards in 
strategic places and TV Tron in jatung city, Simpang 5. synergy with RB newspaper which 
is the largest and most influential media in the province of Bengkulu. 
 
Even in the early days of establishment, to determine logo contest RBTV done. The 
public are invited to participate on the right logo for RBTV. This is a promotional strategy 
to introduce RBTV. Promotion is also done by holding a mass event that brought 
thousands. One through the Healthy Way event with prizes. Every birthday celebrated 
with an agenda RBTV Healthy Way car prizes. HUT-1 performed by the 1st prize cars, 
one motorcycle, electronic items and other gifts artisan. On the anniversary of -2, the 
prize was increased to 2 cars, 2 motorcycles, two televisions and two other department. 
Then Anniversary 3, with prize-round 3. And the most spectacular, on the anniversary of 
4 RBTV solve MURI (Indonesian record museum) healthy walk biggest prize, the largest 
mass event in the history of the healthy way across Indonesia. Namely the prize 4 cars, 4 
motorcycles, 4 bikes, 4 refrigerators and other 4-round. 
 
Strategy Relationship Marketing (RM) 
Since its inception until today, RBTV implement relationship marketing strategies in an 
attempt to get advertising / collaboration. Of the elements of leadership to employees 
required to build networking and establish good communication with clients / partners. 
With the pattern of relationship marketing, client eventually dropped the option to 
RBTV even though qualitatively superior to any competitors. 
 
Likewise with the other ad, the trust partners / clients to be predominantly influenced 
RBTV interpersonal relationships is the implementation of relationship marketing. This is 
in line with the opinion of Kotler and Armstrong (1996; 579-582) relationship marketing 
contains three benefits, namely the economic benefits, social, and status. 
 
Reinforced Lizar Alfansi, (2012.224) that in a competitive industry and markets mature, 
relationship marketing is an important strategy to maintain and retain customers. 
Webster (1992) said that the science of marketing has now changed with the times from 
transaction-based to one based on relationships. 
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Brand Strategy/Tagline 
Brand strategy, RBTV tagline vernacular "CAMKOHA" symbolized by the thumb. This 
tagline is so familiar in Bengkulu community which replaces the term "good" creative 
.Tim then make a promo ad Camkoha played repeatedly using the model, the artist 
capital. Besides the governor, police chief, commander, Chairman of the Parliament, all 
regents and mayors requested promote Camkoha so that it quickly became known 
tagline and a trendsetter in the community. 
 
Ranging from children, teenagers, adults, the elderly, persons with disabilities to also 
know and are familiar with tagline CAMKOHA. Promotion or recognition tagline not only 
through television but also through billboards, tv tron in the center of the heart to 
branding in operational car RBTV and RB. So very quickly tagline RBTV CAMKOHA known 
and familiar to the public. Camkoha a native regional language and Mukomuko of 
Bengkulu City. This language is rarely used, so feel strange, unique and interesting 
because it sounds like a glimpse of mandarin. 
 
This uniqueness become more value, plus the thumb symbol. Body language of thumb, 
be a meaningful symbol of universal good, cool, steady and everything which is good. In 
English, the thumb followed by the words "Good" .Or "Waww" which describes the 
greatness. 
 

 
 

After tagline RBTV popular, many businesses that provide the business name Camkoha. 
Shops that sell typical food Bengkulu in Jalan Soekarno-Hataa Anggut.Kemudian, a seller 
of ice cream Diamond around with loudspeakers using the tagline Camkoha. Also no 
shirt printing business and other businesses using the tagline Camkoha. 
The high public response against Camkoha tagline reinforces the Eric Swartz (Fazry, 
2011) that in order to measure how effective tagline using 6 dimensions. Among the 
original tagline (colloquial), reliable, simple (simple), can affect the public and convince 
the customer. 
 
STP strategy and formating TV 
STP strategy (segmentation, targetting, positioning) and the formatting is a very 
important aspect in the target a more specific audience. Because based on these data, 
advertisers can determine the characteristics of the market and how big the niche 
audience that dominated RBTV. 
 

 
From the aspect of the region, focusing on the management RBTV more affordable areas 
clear RBTV broadcast. As in the city of Bengkulu, Central Bengkulu, Seluma, North 
Bengkulu. Then Kepahiang District Rejang Lebong new and most affordable RBTV 
broadcast. According Morisan MA (2013.193) selection of target audiences is an 
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important part of the strategy of the program and has direct implications for advertising 
and promotional activities. 
 

 
In positioning strategy, RBTV take steps through the slogan, station image (the image of 
the company) and the differentiation program. Besides supported by the tagline 
Camkoha, positioning RBTV also reinforced by the slogan that uses language Bengkulu 
area. "RBTV Pride Kito". 
 
Determination RBTV logo through a competition with prizes of cash announced openly 
in the People's Daily Bengkulu Bengkulu involving artists and creators. From the start of 
the election logo, management instill that local TV is owned by the community and the 
public Bengkulu has investments in terms of determining the logo. 

 
 

Differentiation Strategy 
Attempts to distinguish RBTV with another TV, it must be pursuing a strategy of 
differentiation. RBTV may not compete head to head with national TV. Therefore the 
strategy should be created in accordance with the company's ability to compete. 
Because the essence of differentiation strategy is the company giving more unique 
distinction from competitors. So with the difference that consumers get more value. 
There are several strategies that do RBTV 
 
 

 
RBTV differentiate different programs than other TV, which focuses on news programs 
(news). RBTV lift all political events, economic, legal, criminal, social culture and life style 
that occurred in Bengkulu. 
 

Differentiation image 
RBTV mengekspreasikan image through branding so as to create a distinct impression 
that is easy to remember the consumer. RBTV through slogans branding and tagline, 
Camkoha. Local language is symbolized RBTV as the market leader (market leader) in the 
province of Bengkulu. 
 

 
RBTV train crewdan presenter accordance with strander broadcast. One of them, the 
ability RBTV news presenter does not lose much by national TV presenter. 
 
METHODS 
Descriptive method in this research that describes what strategies have been 
implemented and there is a problem faced by marketing what RBTV. In this deskripisi 
study, researchers reconstruct the data collecting and then poured in the form of 
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reports. Data and information obtained is data qualitative, ie data that is not shaped 
figure and were analyzed using analysis of internal and external environment. Then 
using SWOT analysis method with quantitative approach for obtaining alternative 
marketing strategy is based on analysis of internal and external environment. 
 
Environmental Analysis Company 
Environmental analysis of the company consists of the analysis of internal environment 
and the external environment analysis. Environmental analysis was conducted to 
determine the factors that become strengths and weaknesses of Bengkulu People 
Television (RBTV) to conduct an interview and ask questions related to marketing, 
production, finance and human resources to the Editor in Chief, Program Manager, 
Marketing Manager. 
While the external environment analysis was conducted to determine the factors of 
opportunities and threats for the company to do an interview to the microenvironment 
surrounding the Program Manager, macro and industry PT Wahana Universal Television 
Bengkulu (RBTV). 
 
IFE matrix, EFE AND IE 
To mengevaliasi extent of the influence of internal environment and the external 
environment to the company, then created a matrix IFE (internal factor evaluation) the 
extent to which krkuatan and weaknesses and EFE matrix (external factor evaluation) to 
measure the extent to which the opportunities and threats from outside the company. 
After knowing the factors opportunities, threats, kekauatan and lack of the company, 
then the data is entered into the internal matrix of external (IE) to acquire the business 
strategy at the corporate level is higher. 
 
RESULTS 
Based on data collection, obtained deskipsi overview of the strengths, weaknesses, 
opportunities and threats RBTV. IFE and EFE later analysis and SWOT to determine 
strategy should RBTV for the foreseeable future. 
 
Strength  
a TV Best Performance in Indonesia 
Media group Jawa Pos per 3 months routinely evaluates the performance of the 
company. Then at the end of the year, announced the company's best performance. A 
year stand (2010) RBTV immediately ranked the 2nd best Sumbagsel se. Then two 
consecutive years (2011 and 2012) RBTV re-awarded the best TV + se Sumbagsel West 
Java, Central Java. 
The climax, in 2013 was named the best TV RBTV Java Pos Group. Set aside 43 other 
local TV across Indonesia. Point the best TV ratings are the company's financial 
performance which exceeded its growth targets. Start of THU (total net income), NPM 
(net profit margin), LO (operating profit), the efficiency and productivity of employees. 
From the financial indicators, RBTV assessed the potential to continue to grow larger. 
 
b. RBTV 100% Local Content 
As local TV, RBTV to uphold the principles of journalism proximity (closeness). RBTV not 
possibly beat the national TV. Therefore, RBTV took a position as a local TV show 100% 
local content. Although previously there TVRI and BTV, but there is still untapped 
potential loopholes in maksimal.Melihat taste 'the Bengkulu' very high in obtaining local 
information, then RBTV comes to presenting the latest local news. The information is 
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packaged in the program "Night Reports, Regional Reports and Pekaro". Bengkulu 
viewers to feel something different. 
 
c. Strong brand Camkoha 
Another strength RBTV is superior in brand awareness. TaglineCamkoha already in the 
Top of Mind. Bengkulu people are very familiar with taglineCamkoha. Any mention 
Camkoha, then synonymous with RBTV. Or with body language lifted up, then 
synonymous with camkoha. A strong brand is a great asset and a differentiator RBTV 
clear, valuable and very helpful in marketing strategies. 
 
d. Young employees Creative and Innovative 
Inspired by the success of Trans Corp employees on average young people, RBTV also 
employs 100% of young people who are creative and innovative Bengkulu. Excess young 
employees is a tough, physical work and excel. Then dare to experiment, creating bold 
and daring work out of the box. 
 
e. Superior in Relationship Marketing Strategy 
Crew RBTV 30 percent of whom are employees of RB daily. It occupies a position of Chief 
Editor, Editor, Senior Marketing and with journalists. Then transfer to the new company 
RBTV. Over at the newspaper RB, this employee has been widely associated with client 
partners. Both from politicians and businessmen. Employees are also active in 
community organizations, professional organizations and other communities. 
Relationship marketing is an employee-owned capital in building partnerships, 
particularly in the advertising hook. Nearly 75% of cooperation and advertisement 
marketing RBTV obtained thanks to the good social relations with clients. 
 
f. Under Large groups, Jawa Pos 
Technically and financially, RBTV benefit because under big media group Jawa Pos 
Group. RBTV received strong support from the group. Technically, from the planning to 
the establishment of the television guidance from the group. TV among fellow Jawa Pos 
Group share experience how to manage permissions to the technical equipment 
recommendations dipakai.Stasiun TV Java Post under the coordination of JTV (Java TV) 
and JPMC (Jawa Pos Media Corporate). Inter Jawa Pos share TV programs and share 
knowledge (knowledge transfer) around the world of television. For national advertising, 
JPMC also served to divide the cake for TV advertising in the area. Quite a lot of 
advertising obtained through a network RBTV Jawa Pos Group. Likewise, if there is 
equipment that is damaged, then backed up from other tv Jawa Pos group. 
 
g. EO has Credible 
In addition to on-air programs, RBTV also has a program of water, coordinated by EO 
(event organizer) RBTV. Various big event has been handled by EO RBTV. Among 
launching Daihatsu Ayla, Soft Opening Delaer Daihatsu, Suzuki Launching Grandmax, 
Gebyar People's Party BRI. Dangdut Rhoma Irama music concerts, concert Band Box with 
Djarum Special. Breaking MURI (Indonesian Record Museum) healthy walk biggest prizes 
throughout Indonesia and various local events lainnya.Di politics and government, RBTV 
been 3 times believed to be the organizer of the election debate. Namely governor 
election 2009, elections in 2011 and elections of Central Bengkulu Bengkulu City in 2012. 
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h. Synergy RB Media Group 
Has joined the group synergy of contributing to the promotion and existence RBTV. For 
example, when the beginning of establishment, RB newspaper will aggressively promote 
birth RBTV. Then held a logo contest RBTV through RB newspaper. So from the aspect of 
promotion, RBTV faster dikenal.Sinergitas between RB and RBTV make both these media 
complement each other. Woke principle symbiotic mutualism. Schedule of events RBTV 
published daily in the newspaper RB. Instead, event event RB supported in the form of 
newspaper advertisements in RBTV. Synergy of these two major media, be RBTV 
advantage over other competitors tv Esa TV, BTV and TVRI. 
 
Weakness RBTV: 
a. Not Variatif programs 
RBTV broadcast for 15 hours a day, starting at 09:00 to 00:00 pm. But for 15 hours, the 
new program is only 5 hours. While the rest of the ad lejel home shopping and the 
repetition of the previous event (rerun). As a result, viewers saturated with 
RBTV.Program programs with content gress (new) only news and Halo Interactive 
dialogue Bengkulu. Namely, news reports hours (19:00 to 0:00), Regional Report (20:00 
to 8:30 p.m.), Pekaro (8:30 p.m. to 9:00 p.m.). Then coverage of the program (21:00 to 
10:00 p.m.). Impact, RBTV watched only certain hours when the news. While the 
program and other hours have not been able to attract an audience. 
b. Broadcast Not Reaching All District 
RBTV currently only reach 4 districts / cities. Namely the city of Bengkulu, Bengkulu 
Utara, Central Bengkulu and Seluma. Kepahiang and Rejang Lebong location just a few 
points only. Even then catch the picture blurred. While other Mukomuko district, 
Lebong, South Bengkulu and Kaur did not tersentuh.Hal RBTV is a weak point, because it 
can not serve all regions throughout the Province. RBTV can not claim to be a 
community TV Bengkulu Province. Therefore, there are still people who do not feel the 
benefits and do not become part of RBTV. Like people in Mukomuko, Kaur, Lebong and 
South Bengkulu 
 
c. Studio yet Broadcast Standards 
Studio TV broadcast standards must meet several requirements in order to produce 
quality products. Among them, the walls must be soundproof studio. The ceilings are 
made as high as possible in order to move the camera freely jimi jeep. Studio grouped 
based on needs. News studio, studio dialogue with the audience or studio music studio 
mini.Sedangkan RBTV not meet broadcast standards. Studios only ordinary light bulbs 
hung from the ceiling. Studio does not use soundproof construction, consequently noise 
outside into the studio. Studio RBTV currently only one, good for talk shows, news 
reader and music programs. Studio ceiling was also very low, so it can not use jimi jeep. 
 
d. Limited human resources, expertise yet Cloudy 
When referring to the professional TV standard, every program there should be one 
producer, arranger images, sound engineers, lighting artist, typesetter, makeup, special 
effects and other crew. But in RBTV, employees' needs can be minimized by duplication. 
But less than the maximum impact with the results. In addition to limited human 
resources, expertise RBTV employee is still not evenly distributed. This is because the 
basic education of employees vary. Only a few are educated science communication. 
Whereas others only with talent and willpower. 
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Opportunity. 
a. Potential Advertising Still Pretty Great 
Bengkulu Province continued to progress. Business sectors and services continues to 
grow. It was marked with the establishment of five-star hotel and shopping center in the 
province of Bengkulu. Mining and plantation sectors also contributed to the progress of 
Bengkulu. In government, capital spending continues to increase. The current ads on 
RBTV still focused on the city of Bengkulu and surrounding areas. Whereas in nine other 
districts has not been explored to the fullest. Potential ads in 9 districts is still quite 
large. Both from the private sector and local government. Long-term target, if it is to 
work on the great potential RBTV should expand the coverage area. (a range that goes). 
 
b. Bengkulu Haus Information Society 
Bengkulu community information needs to be high enough. At this moment, there were 
10 daily newspapers and local TV 4. This indicates prospective business mass media, 
including radio and television. Jawa Pos Group to capture this opportunity by making 
RBTV as TV news. Bengkulu public have a choice in getting information. RB can be 
through newspapers or RBTV. News ratings RBTV also received a positive response from 
viewers. From the survey results RBTV R & D team, at certain hours, 19.00 - 21.00 pm, 
citizens generally watching the news RBTV Bengkulu. 
 
c. Residents and officials Glad Sign More TV 
Local TV presence, especially RBTV give new nuances in filling the public space, provide 
alternative information and entertainment. In the perspective of material, local 
television is able to meet the information needs of a wide range of political, economic, 
local culture, which has not been touched private television nasional.Kini the artists, 
local politicians can maximize container capacity through local TV. If the choice is made, 
then the citizens and officials of Bengkulu more than happy to be on TV rather than 
radio and newspapers. Then events are often covered by RBTV administration. Parting 
school children, or event covered RBTV ask graduates. Not only that, child marriage 
officials also asked aired on RBTV. 
 
d. Utilizing CSR and Serving as EO 
Large companies and state-owned enterprises are often difficult to find partners for 
distribution or dissemination CSR (corporate social responsibility). In addition, 
businesses often make the launching of new products, but having trouble finding EO 
professionals. Well, this is an opportunity that can be exploited by RBTV. Partner is 
pleased to work with the media. Therefore, the relevant media will do the promotion of 
the event to be held. Of course, will reduce the cost of the promotion. RBTV itself has 
several times trustworthy business partners as EO. Both from the government and 
private sectors. 
 
e. 5th Annual Political Agenda 
5 annual political agenda as local elections (elections) and legislative elections (Pilleg) 
gives a multiplier effect on the media and the economy. Therefore, to be a member of 
Parliament Regency / City, Prov Parliament and the Parliament should be popular or well 
known in the community. The candidates for council members need the media in order 
to socialize and pencitraan.Begitu even with the political agenda of the elections. 
Candidates, candidates for mayor and candidate for governor use the mass media for 
imaging itself. For the media industry, the political agenda of the annual 5 This is an 
opportunity to strengthen the company financially. 
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f. Advertising Universities and Schools 
Managers of educational institutions both public and private are starting to realize the 
importance of promotion. Each new school year, ad RBTV dominated from high school 
and college. First only private educational institutions which promote / advertise. But 
now, schools and state universities also advertise. 
 
Threats RBTV 
a. Tight competition between Media 
RBTV fellow competitors not only local television, but also dealing with national TV, print 
media and radio. The same advertising pie contested, resulting in a very tight 
competition. Even competition leads to unhealthy ways. For example, other media offer 
huge commissions to advertisers. Consequently, there is unfair competition. 
Competition also occurs in the context of the program, the broadcast content. RBTV 
hijacked programs and promised to partners will provide for greater results. 
b. As a result of damage to equipment Alam 
Bengkulu city including the area of high intensity lightning. Bentiring tower in the 
topography of the site at an altitude, causing very vulnerable to lightning. Almost all 
television transmitting station has been a victim of this nature. As a result, the TV can 
not broadcast days. This is because the transmission parts should be ordered in their 
home countries, such as Italy, Spain and Germany. The impact of such broadcasts can 
not be legal implications. Advertisers objected because it had violated the contract 
previously agreed impressions. 
 
c. The presence of Media Online and Social Media 
Technology continues to evolve, change and the needs of men with the times. Today, 
conventional media such as newspapers, radio and television began shifting to online 
media presence. The need for information, not only through newspapers, radio and TV. 
But it could obtain information through HP. 
 
d. Boycott threat of Officials 
One function of the mass media is, social control. So no wonder, if the media becomes 
the fourth pillar of democracy. Media must not be silent about injustice, oppression and 
all things bertentantangan with legal norms, customary norms and religious norms. The 
issue will arise, when the media criticize a government policy is considered off the rails. 
Constructive criticism before, could turn out to be counterproductive. Officials who do 
not accept criticism begin to think of emotional and irrational. By using hand power, 
ordered his subordinates and declared a boycott cooperation disconnected ad! 
 
e. The emergence of new threats Competitors 
The euphoria of freedom and ease of set up television is now spread everywhere. 
Currently, campuses in Bengkulu race establish a community TV. What do the legitimate 
because the regulation does open up the opportunity. As with radio, ahead of each 
campus will establish televisi.Bila this is the case, then the campus has been advertising 
on TV RBTV will advertise on their own. 
 
f. Threats Local National TV Broadcast 
Law No. 32 of 2002 requires private TV national broadcast station to form a networked 
system. National TV should provide local content. Currently a number of TV stations 
already broadcast locally. While the local content broadcast time, national private TV 
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provide advertising space for local products. It certainly would make the competition 
tighter. Technically and capital, national TV is much better prepared in every way. 
 
g. Local government bureaucracy that GOOFING 
Budgeting system and local government advertising convoluted payments pose a threat 
to the company's liquidity. The duration of the payment of advertising makes high 
corporate accounts. As a result, the company experienced cash flow difficulties. 
 
Analysis of Internal and External Factors 
To determine the extent of the influence of the influence of external and internal factors 
of the company, research using IFE matrix analysis (internal factor evaluation), EFE 
matrix (external factor evaluation), IE matrix (internal-external), CPM matrix. IFE matrix 
obtained from the weighting given to each of the internal factors and EFE matrix of 
weighting each RBTV external factors. IFE and EFE matrix combined in a matrix of IE in 
order to obtain the company's position RBTV. The experts (TA) in this study is the 
Program Manager, Marketing Manager and pemipin Editor. Then factors strengths, 
weaknesses, opportunities and threats drafted into the SWOT matrix. 
 
After analyzing the IFE and EFE matrix, so to determine the position of the company and 
business strategy to obtain a more detailed analysis carried out by the IE (internal-
external). How, by combining the total score of the matrix IFE and EFE. This is to 
facilitate in providing an alternative strategy. 
 
The total score was 2.893 IFE and EFE matrix score of 2,592 (see annex). If mapped on IE 
matrix diagram, a score of 2.893 is located on the cell until 3.00 or 2.00 in the average 
column. While 2,592 were at the same between 2.00 to 3.00. When pulled the 
intersection between the column IFE score (2.893) and the score line EFE (2.592) then IE 
matrix in the column V, preserve and maintain. The following details the image below. 
 

 
                                                                            Score Total IFE   
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IE from the image matrix (internal external), the company is located in quadrant V RBTV 
in a position to keep and maintain (hold and maintain). In formulating a strategy for the 
company (RBTV) remains the leading television, according to Fred R David (2009.15) 
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there are three strategies that can be developed, the market penetration, product 
development and service improvement. 
 
1. Market penetration 
RBTV should expand the range of broadcasting to the region during this blank spot (yet 
affordable), namely Mukomuko, Lebong, Rejang Lebong, Kepahiang, South Bengkulu and 
Kaur. Can be a way to build a new transmission (tower), utilizing Internet technology 
(live streaming), lease or join chanelpay satellite TV (pay-TV) Indovision. 
2. Product Development 
Programs that have been the mainstay and raised its rating remains dipertahan RBTV, 
such as news programs (news). However, should the product development by making 
the program more varied, innovative and creative. For example, TV show, music, TV 
Movies, comedy, game show / quiz, talk show, etc. while still based on local wisdom. 
 
3. Improving the quality of service 
Services in this case, how RBTV satisfy viewers and advertisers, thereby building a strong 
emotional connection. For example, the content quality event, entertaining, informative 
and inspiring. Capture power broadcast television should be better than the 
competitors, multiply programs that interact with the public. Partner advertisers are 
given the belief that advertising on RBTV give benefit (benefit) more. 
 
SWOT Strategy 
Through SWOT matrix will clearly describe how external opportunities and threats facing 
the company can be tailored to the strengths and weaknesses of the company (Fredy 
Rangkuti, 83). Further arranged SO strategy, strategy ST, WO strategy and WT strategy. 
 
a. Strategies S-O 
SO strategy is to create a strategy of using force to take advantage of opportunities. 
RBTV strength as the best TV, with 100% local content and strong positioning to be able 
to take advantage of potential opportunities iklan.Unggul in relationship marketing 
(RM), in the midst of fond officials an opportunity to work on TV advertising by 
mungkin.Bermodalkan creative young employees, RBTV take advantage of opportunities 
to work on major corporate events and CSR. Including taking advantage of opportunities 
Elections and election advertising, advertising PT and school. 
 
b. Strategies S-T 
Have employees who are creative, 100% local content and strong brand Camkoha an 
advantage to face the competition among media. Including the anticipation of the 
emergence of new competitors in the same industry. Boycott threat berbeli officials and 
cumbersome bureaucracy that could be faced by building communication (relationship 
marketing). The frequent threat of damage to the transmitter can be minimized by 
improving the technical specifications and the availability of appropriate equipment 
broadcasting standards. 
 
c. WO Strategy 
WO core of the strategy is to minimize the weaknesses to exploit opportunities. The 
magnitude of the potential of advertising, especially in the district unreached RBTV, is an 
opportunity to expand the reach of the broadcast to the entire kabupatan. Able to build 
the transmission or use of renewable technologies. The high interest of the citizens and 
officials on TV, it is an opportunity to make a new program to be more varied. 
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Employees should be encouraged to boost their capacity, both in terms of marketing, 
technical and communication skills in an effort to take advantage of advertising 
opportunities. Both government advertising, political advertising or school. Including the 
ability to hone in packaging activities, which RBTV act as EO. 
d. WT Strategy 
WT strategy is a suggestion to survive and reduce internal weaknesses and avoid 
threats. In the midst of intense competition among media, broadcast RBTV must reach 
out to the entire kabupatan / town and improve the skills of human resources training. 
The studios were not yet standard must be addressed so as not to lose the new 
competitors and local broadcast national tv. News program needs to be improved to 
avoid the threat of a boycott and local government bureaucracy that berbeli 
complicated. Programs should be varied, not only monotonous news. Can be in the form 
of game shows, drama, comedy or TV movies. 
 
Strategy formulation 
In formulating strategies in the midst of intense competition RBTV television 
broadcasting industry, beginning with outlining the internal factors and external. 
Internal factors were analyzed using matrix IFE, while external factors were analyzed 
using matrix EFE. Results from the merger of the two matrix (IFE and EFE) obtained 
general strategy (grandstrategy). Then proceed with using matrix SWOT (Strengths, 
Weaknesses, Opportunities, and Threats) to formulate strategy alternatives. 
 
Of IE matrix analysis, RBTV position in the column V (see Figure 4.4), which means to 
keep and maintain the existing strategy. However, to adjust the condition of the 
company with business challenges in the future, it is still required in order to formulate 
strategies RBTV become the leading television in the province of Bengkulu. 
 
Results research SWOT analysis, there are a variety of strengths, weaknesses, 
opportunities and threats facing RBTV. Therefore, the strategy needs to be formulated 
SO-WO and strategy of ST-WT as below: 
 
1. Strategy SO and WO 
RBTV local television company could potentially be greater, it is because of the potential 
advertising is still quite high. However, so far this potential has not been explored to the 
fullest because of the limited range of broadcast transmitters RBTV. Therefore, 
management must seek a solution to broadcast RBTV able to reach all districts / cities in 
the province of Bengkulu. Option strategy by establishing a relay transmitter station or 
satellite so that the contract can be captured via a satellite dish as well as JTV, Bali and 
Papua TV TV. 
Event election and elections can be maximized by working on election contestants 
advertising / elections. Backed young employees who are creative and innovative, RBTV 
can also work on events organized by government agencies / private BUMM or by 
becoming EO (event organizer). Synergy RB Media Group, which is already well 
established should be maximized. RBTV supprot paper program RB, RB otherwise 
promote RBTV activities. 
Bengkulu public need for information is very high and officials like to be on TV, is an 
opportunity RBTV to make programs more varied. It is time, according to the standard 
broadcast studio RBTV so that it can hold dialogue events, art shows or other events 
such as television programs nationwide. Additionally, RBTV should improve the ability of 
human resources, especially in the mastery in the field of broadcasting. 
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2. Strategy ST and WT 
Along with advances in technology there is a change in information. Public are more 
likely to use social media and online to access information. Therefore, RBTV have to 
change the strategy by designing programs that build emotional closeness that is not 
abandoned penononton. 
 
Competition is not only among the local television, but also compete with the national 
tv which is now broadcast local events Bengkulu. Any new competitors continue to 
emerge, then there is no other way RBTV must strengthen internal management to 
improve the quality of human resources. Able to hold a broadcast or sent apprenticeship 
training to national television. 
 
Threats officials will boycott the ad because they do not want to be criticized, must be 
overcome to maximize the relationship marketing strategy. Then given understanding to 
officials that criticism conveyed through the media, its social control and alerting the 
authorities. In addition, internal improvements also need to be made so that reporting is 
balanced, professional and proportional. 
 
Discussion and Conclusion 
Research of results, there are some things that a conclusion: 
Bengkulu People's Television (RBTV) is a local tv Jawa Pos Group, launching on 18 
November 2009. A variety of nicks accomplishments have been achieved both at the 
regional level national mapun. In 2013, RBTV crowned as the best local TV in Indonesia 
(Jawa Pos Group). 

1. In an effort to win the competition are sufficiently tight broadcasting industry in 
Bengkulu, RBTV perform a variety of strategies. Among the marketing strategies 
(4P), differentiation strategy, the strategy of relationship marketing (RM), brand 
strategy / tagline, STP (segmentation, targeting, positioning), formatting strategies 
and programming strategy. 

2. To see how far the effectiveness of these strategies is then analyzed in the SWOT 
analysis (strength, weaknes, opportunity, threat). From this analysis known 
strengths, weaknesses, opportunities and threats RBTV. The benefits of the 
company's performance RBTV best, 100% local content, excel in the marketing 
strategy and the accuracy of the election so that the brand has become 
differentiated and superior in positioning. 

3. The total score was 2.893 IFE and EFE matrix score of 2.592. If mapped on IE 
matrix diagram, a score of 2.893 is located on the cell until 3.00 or 2.00 in the 
average column. While 2,592 were at the same between 2.00 to 3.00. When 
pulled the intersection between the column IFE score (2.893) and the score line 
EFE (2.592) then IE matrix in the column V, preserve and maintain. 

4. From the matrix of IE (internal-external), RBTV on quadrant V (keep and maintain) 
the RBTV melakukukan market penetration strategy, product development and 
improve quality of service. 

5. The market penetration strategy is done by extending the reach of broadcasting 
to the region during this blank spot (yet affordable). Can be a way to build a new 
transmission (tower), utilizing Internet technology (live streaming), lease or join 
chanelpay satellite TV (pay-TV) Indovision. Furthermore, the development of 
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products by making programs more varied, innovative and creative. And third, 
strategies for improving quality of care not to disappoint the audience. 

6. From the results of the competitive profile matrix mapping, RBTV superior to a 
rival company BETV. From the above table are superior to known RBTV companies 
BETV (Bengkulu Ekspress TV). The total value of the weight score of 3.5, while the 
company's competitors RBTV BETV 2.0. Of 5 competitive factors, RBTV excels in 4 
indicators. Namely the market potential, financial aspects, quality and customer 
loyalty programs. RBTV only lost in aspects of the implementation of the price. 

7. RBTV higher potential to grow and become the best television, with the proviso 
able to capture the opportunities that exist. Such as advertising potential is still 
high, making use of political advertising, both elections, legislative elections and 
the Election. Other potential, local officials and television likes to be exposed in 
the public interest to obtain information is very high. 

8. Shown with a local news program, a differentiator and advantage compared to 
other tv RBTV. RBTV can report a local incident in-depth that may not be followed 
by a national tv. These advantages are not owned national TV. 

9. Superior in relationship marketing strategies (RM), a capital RBTV in the face of 
official boycott threat. Expertise build komunukasi with clients or officials of 
positive implications for policy makers to optimize advertising revenue. 

10. In the middle of the competition among media is very tight, the threat of entry of 
new entrants and the threat of replacement media, but RBTV still exists because it 
is consistent with the differentiation strategy. 

 
Implication for The Future 

1. In order for the potential of advertising spread in the district can be exploited to 
the maximum, then RBTV should immediately seek solutions RBTV broadcast can 
be watched society in Mukomuko, Lebong, Rejang Lebong, Kepahiang, South 
Bengkulu and Kaur. 

2. RBTV should remain consistent with the identity of the tv news features news 
Bengkulu with the fastest, most comprehensive, current and reliable .. For RBTV 
the employees of alumni reporter in Daily RB has the journalistic skills that are not 
owned by the company's competitors. 

3. In order not to be left loyal audience, RBTV should create a more varied program 
of events. Not just news, but also displays a short drama, FTV, quiz, talent show, 
reality show, religy and others. 
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ABSTRACT 
 

The study examined whether empowerment climate, transformational leadership, 
financial incentives, and the power of leadership can enhance intrinsic motivation of civil 
servants at the Ministry of Religious Affairs Office of Bengkulu. 150 employees from the 
full sample of employees in Bengkulu Regional Office with Muslim backgrounds were 
surveyed with a questionnaire consisting of 37 questions. Age and gender had no 
significant effect on intrinsic motivation. Structural equation modeling confirm the 
hypothesis that the climate of empowerment and financial incentives significantly 
influence intrinsic motivation. Transformational leadership have negative effect on 
intrinsic motivation while the power of leadership have a positive effect on intrinsic 
motivation. Empowerment climate themselves positively influenced by transformational 
leadership. The negative effect of transformational leadership due to the failure in the 
mission on the side of employees who do not make employees become motivated and 
decreasing motivation if kept pressed by the leader. Power have positive influence 
because the leadership is collective, rather than individual. Further research should 
clarify the direct effect of transformational leadership and financial incentives on 
intrinsic motivation. 
 
Keywords: intrinsic motivation, empowerment climate, leadership power 

INTRODUCTION 
Food, cloth and another legal product is significant thing for moslem. Legal product 
market is promoting market, along to moslem population are increase in the world. For 
instance, Malaysia commit the export legal product about 10 in 2013 in next twenty 
years, the total of Muslim in some country non Muslim will increase until 180% in 
Canada, 140% in USA, and more 100%in Italy, Norwegia, Finlandia, and Sweden (Lever, 
2015:30). In one production legal marker product in the world will increase in 2030 from 
1.8 billion consuming (El-Gohary, 2014:2016). 

Indonesia is main country of legal product. In Indonesia, there is LPPOM-MUI (Ichwan, 
2013:17). It is provide legal certificate it is provide value to decide legal or illegal. In 
many part, especially chemistry, food knowledge, biochemistry,biology, physic and ..... 
Work instance and the result of it will be investigated by.... about legal product (Black Et 
al, 2013:57). In prediction legal market in Indonesia increased to $122, 4 billion in 2009 
9oxford Business group, 2012:262) 

Function of Regional Offices of the Ministry of religion to making socialisation legal 
product in Bengkulu 
At the beginning, legal product is handling by ministry of health (Hasan, 2014). Although 
MUI opine that the law is not enough for muslim to get halal assurance. At the end, 
ministry of religion built cooperation with health ministry, and MUI on 21 June 1996 
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(Ichwan, 2013:72ministry of religion have function as a maker instruction in legal 
product system and solicitation of Halal product for people. 

Bengkulu province is the fourth biggest moslem province from 34 province in Indonesia. 
There are 97,29% Bengkulu province is muslim majority, 10% more higher than all 
muslim in Indonesia(87,18%). Although, there are 75% product in central Bengkulu have 
not legal certificate (Bengkulu Ekpress,December 13 2014). Because the significant for 
ministry of religion in Bengkulu province have to do socialization about legal product in 
environment people in this province. 

Intrinsic motivation in religion scope 
Based on necessity to get competency and self determination ( Deei and ryan, 2013:32). 
Religion motivation as an intrinsic motivation because it is mean someone consume or 
socialization of legal product because religion was not as a tool to reach the last 
purpose. It is fundamental for pure psychologist profile. (Watts et al, 2002:45). 
Motivation can be measure by using intrinsic religious motivation scale (Frank-
Stromborg and olsen, 2004:238). the academic writing text show if intrinsic motivation 
influence a significant  frequency in religion activity (Dayringer and Malony, 2014:65). 

According to academic writing text above, its logically if we look at intrinsic motivation 
are significant in attitude as well as behaviour of ministry of religion. It because the 
socialization of Halal product is a responsibility based on religion. 

Read and Stolz (2011) increase the significant factor of intrinsic motivation. The aim is 
want to make something to service higher interesting than self (Mackey and Sisodia, 
2014:236). Cognitive evaluation theory press on determination self factor and 
competency as two pusher of intrinsic motivation another factor is participation and 
normative signal to propose behaviour. 

Rarely factor of that is incentive financial factor that said the real strong factor for 
intrinsic motivation Wiebe et al (2014:81). The influenced of leadership behaviour to 
intrinsic motivation come from transactional leadership behaviour or transformational. 
Transformational leadership see more influence intrinsic motivation better than 
financial incentive (Sosik and Jung, 2011:13). It is also influenced from model autonomy 
supportive leadership who supporting intrinsic motivation factor like determination to 
atlet through feedback questionnaire (Chelladurai, 2012:433). Huang (2012:188) in 
another statement Huang said it is motivational leadership behaviour. 

While, leadership behaviour was researching it relation with intrinsic motivation, the 
power of leadership still low. How poor it is, because leaders actually have different 
power. The characteristic of strong visible leader can see from the way he/she press his 
subordinate. It is making by performance management surveillance, and controlling the 
application power of leader can be provide negative taste to intrinsic motivation 
because there is a law if they make mistake. But it can be positive influence in 
dichotomy reward-punishment. However, it does still need more research about it. 

Another influence is partnership of intrinsic motivation. Its mean interaction process 
between team, belonging behaviour aspects of member team as interpersonal 
(McGregor, 2007:30). It variable can conclude internal complict, vision team, 
participation welfare to support innovation, and task orientation (Ge, 2013:521). 
Another variable are cohesion team, communication, vision and reflection exercise 
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(Shin, 2015:22). From all of that, empowerment climate is a significant variable team to 
intrinsic motivation (Zhang and Bartol, 2015:39). 

Based on background above, we can predicted that intrinsic motivation of the employe 
of ministri of religion in Bengkulun area influenced by financial incentive factor, 
motivational leadership behaviour and empowerment climate. 

The purpose of research 
General purpose of research design explanatory’s quantitative survey (correlation) non 
experimental is to investigate correlation between financial incentive, motivational 
leadership behaviour, the power of leadership, and empowerment climate to intrinsic 
motivation, and to built intrinsic motivation model based on religion and there are two 
explanatory purposes belonging:  

a. Descriptive aim is provide incentive financial characteristic, motivational 
leadership behaviour. The power of leadership and empowerment climate, with 
intrinsic motivation the employe of ministri of religion in Bengkulu area. 

b. First explanatory’s aim to exploring is incentive financial have a significant 
connection motivational leadership behaviour, the power of leadership and 
empowerment climate to intrinsic motivation? 

c. Second explanatory’s aims to decide is incentive financial have significant 
connection motivational leadership behaviour, the power of leadership and 
empowerment climate to intrinsic motivation? 

Benefit of research 
These journals have benefit research including: 

1. Individual influence. The leader identified vision and mission of organization and 
lifting to highest level. This dimension is charisma. 

2. Intellectual stimulation. The leader contrast argues, take a risk, and encourage 
the idea of subordinate this created creativity and innovation to employee. 

3. Inspire motivation; the leader articulated a vision interesting and inspiring 
subordinate. It can push shame commitment on vision. 

4. Individualized consideration. Leader pulling all subordinate needs, being a 
teacher or training for them, and listen their problem and needs. This character 
can help employee to face individual challenges ( Lakmal, 2014) 

So, if the leader want to be a transformative, the employee must have smart emotional 
(Mir and Abbasi, 2012). Because, actually the leader transformative will have strong 
intrinsic motivation. 

Benefit teorites 
In theory, this research force to know factors that influence intrinsic motivation, 
especially incentive financial performance, the power of leadership, and empowerment 
climate, where need to find clear status that influenced in intrinsic motivation. 

Instance benefit 
Instance benefit of this research actually significant for government instances and social 
organization like MUI who concern on legal developing market product and purposes to 
match like environment, including this research skill have a basic to implicated 
motivational intervention with factors that can influenced intrinsic motivation of 
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employee so can provide benefit performance especially to the ministri of religion in 
Bengkulun area. 

Terminology definition 
Intrinsic motivation 

1. Theoretic definition 
Intrinsic motivations have definition as” the purpose will more effective as a 
human” in religion context intrinsic motivation mean the purpose to be 
meaningful with religion human. It can see in source motivation of it, wasn’t as 
outside behaviour. 

2. Operational definition 
In this journal, intrinsic motivational to purposes that come from employ to do 
their task based on believing religion value. 

Financial incentive 
1. Theoretic definition 

Financial insensitive is incentive financial providing to employee. He said that 
“costing the money that stake as a pusher for employee or some employee to 
doing something. (Boyden and Carter, 2000:3) 

2. Operational definition 
According to operational, financial incentive here mean salary and subsidy who 
receive by the employe of ministri of religion in Bengkulun area. 

Motivational leadership behaviour 
a. Teorities definition 

Motivational leadership is leadership who concern to keep subordinate to 
stand on working (Hybels, 2010:18). Leadership mode see a motivational 
behaviour is a model of transformational leadership of charismatic leadership 
(Menkel-Meadow, 2001). 

b. Operational definition 
In this journal, motivational leadership mean employ perception to leadership 
saving them for sprit job. 

The power of leadership 
1. Teorities definition 

The power of leadership is relation that comes from influencing (Rikards and 
Clark, 2006:236). It can be position power, charisma power, relationship power, 
information power, power of expert, the power to judge, and power to provide 
prices. 

2. Operational definition 
Power of leadership on context of research is position, charisma, correlation, 
information, expert, the power to judges, and power to provide prices from the 
ministri of religion in Bengkulun area as a leader to the staff. 

Empowerment climate 
 Teorities definition 

Empowerment climate is shame perception between member of team about 
sharing information, deciding limited opportunity, and accountabilities team. 
(spreitzer,2007:20) 

 Operational definition 
Empowerment climate employ of ministri of religion in Bengkulun area. 
Bengkulu is shame perception between part team or section about clear 
information, dealt in limited work and collective accountability. 
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Limited and scope of study 
This academic writing text in ministri of religion in Bengkulun area since August 2015 
there is survey to employee that has been work more than one year. 

 
LITERATURE REVIEW 
Intrinsic motivation 
Intrinsic motivation is purpose more effective as a human (Covington, 1998:18). If 
human have doing the role of religion, so it can be intrinsic motivation for individual. 
Intrinsic motivation have side effect. Furthermore, there is a worry that intrinsic 
motivation will be harm for organization, like sabotage and theft. Then, there is research 
if intrinsic motivation is effectiveness for a simple opportunity or need high discipline 
(Grant and Shin, 2011:19) 
For this reason the organization need to handle build intrinsic motivation of employee. It 
possible to intrinsic motivation building based on organization purposes so that the 
direction of employee performance remains with purposes organization. (Sansone and 
Harackiewecz, 2000:6). Some factor which motivation to employee through intrinsic 
among others leadership, group factor, an extrinsic motivation (financial incentives). 
Transformational leadership theory 
This theory said if transformational leadership is leader behaviour who sign by vision 
articulation, encourage acceptance of the group, and provide supporting individualistic 
characteristic. Leadership behaviour like this statement able to make a subordinate to 
do something exceeds the minimum allowed by organization mechanism which happen 
cause leadership change the value, trust, and basic character of subordinate moving like 
transformative leader (Van der Voet, 2013). 
 
Transformational leadership arrange from four component including (Yavirach, 2009): 

1. Individual influence. The leader identified about vision and mission of 
organization and to highest levels. This dimension is charisma. 

2. Intellectual stimulation. A leader have a contras of argue, take a risk, and 
encourage the idea of subordinates. This created creativity and innovation to 
employees. 

3. Inspire motivation. A leader articulate an interesting vision, and give an 
inspiration to subordinate. It can push commitment on the same vision. 

4. Individualized consideration. A leader are give all needs subordinate, being a 
teacher or training for them, and listen their problem and their needs (Lakmal, 
2014).  

The power of leadership 
The power of leader has relation with skill to manage the subordinate through job 
management, to control and handle them (Richards and Clark, 2006:236). It is mean this 
leader provide influencing before show the power. The dimension of leadership 
including (Bal et al, 2008:8) 

 Power position, is formal authority that come from someone in organization. 
 Power of charisma, is influence of result style or leader enchantment 
 Power relation, is influenced of leader pass formal link and informal link 

better inside and outside the organization. 
 Power information, is the result controlling pass using proof and provide 

supporting arguments. 
 Power of expert, is influence come from empowerment and delivery specific 

knowledge 
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 Power of law, is ability to provide punishment to individual who failed in 
exercise. 

 Power of price, is ability to recognize or priced individual because done the 
task. 

Climate empowerment 
Climate empowerment is shame perception between group about any information, 
decided limited of work, and accountability group (Spreitzer, 2007:20). It increased 
believing grade of member team so provide information more, increase autonomy, and 
provide accountabilities (Zhang and Bartol, 2015). It is not empowerment, but the 
predictor who possible to direct empowerment. The other mean is empowerment 
leadership behaviour (Chen et al, 2007). Three dimension of climate empowerment 
admit (Seibert et al, 2004): 

1. Sharing information, is preparing information its possible sensitive information 
like expense, productivity, quality and financial operation to all employee 

2. Limited autonomy, is structural and organization practice which support 
autonomy act, admit vision clearly empowerment vision and purpose, job 
procedural, and responsibility area. 

3. Accountabilities team is perception if team is job accountability in arrangement. 
 
 

Financial Incentive 
Financial incentive is: designing cost money to push employee or group of employee to 
particular behaves” (Boyden and Carter, 2000:3) 
Previous study 
There are some academic writing text involves some variable like intrinsic motivation, 
transformational leadership, empowerment climate, and financial incentives. Enclose 
study of that is Wright et al (2011). This research study about transformational 
leadership influence and financial incentive to climate empowerment, intrinsic 
motivation, and financial valence (the tendency of employees to the company mission), 
this research found if significant motivation to intrinsic motivation and climate 
empowerment (on autonomy dimension with limited), while financial incentive did not 
give influence to mission valence. 
Chen et al (2012) examine transformational leadership influenced innovation to 
innovation culture and incentive competence. These researches found transformation 
leadership negative influence to innovation reduce to the instances. It use as 
justifications toward negative influence in financial incentive about intrinsic motivation 
because innovation push by intrinsic motivation. 
Bontis and Ser Antecsedenko (2009) develop antecedent comprehensive model and 
human consequences modal on financial industry. There are 17 variables which check on 
396 samples in 10 economist enterprise in Canada. Between this variable include the 
leadership, motivation, and sharing knowledge, are dimensions of climate 
empowerment. It was found indeed leadership and motivations have significant 
influences toward climate empowerment. 
FRAMEWORK CONCEPTUAL AND HYPOTHESIS DEVELOPMENT 

It is show correlation between variable in this research. 
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Figure 1. Research Conceptual Framework 
Hypothesis development 
Financial incentive correlation and empowerment climate 
Bontis and Serenko (2009) research show, if motivation is significant influenced for any 
information financial incentive is including to motivation types, it is like external 
motivation. While sharing information is one of dimension empowerment climate. There 
is possibility if this correlation can be reach to highest level until financial incentive 
influenced to climate empowerment. It possible because behaviour, empowerment 
climate can be push by motivation, including extrinsic motivation. Therefore 
hypothesized that: 

H1: there is correlation between financial incentives with climate empowerment 
 
The correlation transformational leadership and intrinsic motivation 
The correlation transformational leadership and intrinsic motivation classified strong in 
literature. Wright et al (2011) find positive influenced in transformational leadership to 
intrinsic motivation. Shame regarding with report by Sosik and Jung (2011), Chelladurai 
(2012), Yeh (2011), Bass and Bass (2009), Gagne (2014), and Huang (2012). This happen 
because transformational leadership enclose to non physic aspect of human being. Its 
increase and show up taste in employee self. It cause, this is second hypothesis: 

H2:  there are significant correlation between transformational leadership and 
intrinsic motivation. 
 

The correlation transformational leadership and climate empowerment 
Wright et al (2011) in this study also found if leadership can influence climate 
empowerment on limited autonomy dimension that is explanation purposes 
organization. It is logically, because transformative information looking for the 
subordinate so provide support facilities for employee empowerment. Third hypothesis 
can be mention: 

H3: there are significant relations between transformational leadership with 
climate empowerment 

 
The correlation between the power of leadership with intrinsic motivation 
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The power of leadership mean new variable based on writer knowledge, SDM not yet 
use in management research. Although qualitative context study had been framework 
by service the power of leadership classification, but it’s not move amore action because 
only description than testing causal relation variable with another. The relation between 
the powers of leadership can happen to intrinsic motivation as a negative intrinsic. The 
leader is very powering can be show unsaved feeling to performance. Therefore 
hypothesized that: 

 
H4: there are negative significant relations between the powers of leadership 
with intrinsic motivation. 

Correlation climate empowerment and intrinsic motivation 
Zhang and Bartol (2015) said that correlation of climate empowerment to intrinsic 
motivation. Logically, climate empowerment is possible to individual work like its willing 
and it bring to argument that opportunity its having meant to individual. So, can 
conclude if: 

H5: there are significant relations between climate empowerment with intrinsic 
motivation. 

 
The correlation of financial incentive and intrinsic motivation 
Chen et al (2012) implicated that financial intensive influenced to intrinsic motivation. 
Deci and Ryan (2014), although it doubted relation. Study Meta analysis by Shaw and 
Gupta (2015) are refusing that incentive financial is come from intrinsic motivation. 
Through of this situation which is not clear, we can consider possibility to incentive 
financial influences to intrinsic motivation. The writer argue that it’s positive influence 
because both of them must be strong each other as a motivation (Cerasoli et al, 2014). 
Because, it can be hypothesis that: 

H6: there are significant relations between incentives financial with intrinsic 
motivation.  

 
RESEARCH METHODS 
Population and Sample 
The data used to test the hypotheses of the research was taken from sample to the 
entire of the population of employees of the Regional Office of the Ministry of Religious 
Affairs of Bengkulu province that consisted of 155 employees. Total of all of employees 
was 159 people but 4 people were non Muslim (Christian, Catholic, Hindi, and, 
Buddhist), so that those people were not as respondents of the research. 
 
The Method of Collecting Data 

The data was collected by distributing directly questionnaires to the 
respondents. The respondents could directly fill the questionnaire in the location or 
bring the question home.  If the questionnaires were complete, the respondents 
submitted to the researcher.  
The Instrumentation of the Research 
The research model (Figure 1) consisted of five factors. Literature was the source of the 
measurement of each factor that was presented in Table 1. 
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Table 1. Sources of Literature Development of Scale Factor 

 

Component Models Source Literature 

Transformational Leadership Wright et al (2011) 

Financial Incentive Wright et al (2011) 

Power of Leadership Bal et al (2008) 

Empowerment Climate Nauman et al (2010) 

Intrinsic Motivation Wright et al (2011) 

 
Attachment registered the questions that made up the measurement of each factor. 
Likert scale 4 points was used to measure each question (see Appendix). Question 7 and 
8 were reversed 
 
The construct and internal validity of each scale were supported by relevant literatures, 
except for the variable power of leadership. Another note was on intrinsic motivation 
variable. This variable was a public service motivation scale was modified so that it 
became intrinsic motivation to change the society commonly with Muslim people. 
 
Before analyzing, the result of the questionnaires through the stage of reliability and 
validity test. These tests were done because the variable was adapted into Bahasa 
Indonesia so that the meaning was not the same as the original meaning. In addition, 
the variable of power of leadership had not had validity and reliability yet. The validity 
and reliability test were done by using CFA procedure (Confirmatory Factor Analysis). 
 
The method of Analyzing Data 
The data of this research was analyzed by using SEM (Structural Equation Modeling). The 
scale for each factor was determined by placing a standard loading factor (1.00) at one 
indicator variable. After that, the estimation method ML (Maximum Likelihood) was 
conducted, because the data was cross-sectional, so that interpretation of the 
relationship of causal should be based on supporting theory.   
 
The eligibility criteria to be accepted using NFI (normed Fit Index) with a threshold of 
0,900.  Other indicators could be used such RMSEA that must be smaller 0,100 and chi 
square which gave the insignificant result (more than 0, 050).  
 
If the first model did not provide a match expectation, the model would be modified to 
maintain the hypothesis extently as possible. The first step was to remove the 
association was not significant. If this di not successful, certain factors were removed 
from the model so that the model contained fewer variables. Another step was to test 
alternative models by changing the direction of the relationship, or adding a new 
direction. The new process was stopped if achieved a model that has NFI above 0,900; 
RMSEA below 0,100; or chi square was not significant. 
 
RESULTS 
The Characteristics of Demographic Sample 
Of 155 employees become as target of the sample of the research, researcher was 
succeed getting answers from 150 employees or achieved the responses rate was 96,8%. 
The characteristics of demographic from sample included gender and age. Frequency 
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and percentage of samples based on demographic characteristics was shown in Table 2. 
The employees of the Regional Office of the  Ministry of Religious affairs of Bengkulu 
province consisted  of 107 (71,3%) males and  43 (28,7%) females. The age of 
respondents was 26-30 years (8,7%), 31-35 years (27,3%), 36-40 years (9,3%), 41-45 
years (26,0%), 46-50 years (17,3%), and 51-55 years (11,3%). 
 

Table 2. The characteristicss of Demographic Sample (n = 150) 
 
 

The characteristics of Demographic Frequency Percentage 

Gender 
   

 
Male 107 71,3% 

 
Female 43 28,7% 

Age 
   

 
26-30 years 13 8,7% 

 
31-35 years 41 27,3% 

 
36-40 years 14 9,3% 

 
41-45 years 39 26,0% 

 
46-50 years 26 17,3% 

 
51-55 years 17 11,3% 

 
Scale Assessment 
Before developing a meaningful variable to match the model using Structural Equation 
Modeling (SEM), data from 37 items of Likert scale must be checked. Five statistical 
methods included data scanning; the analysis of factor, composite reliability, convergent 
validity, and discrimination validity were used.   
Data Scanning  
Before doing analysis of statistics SEM, the procedure of data scanning used for all 
variables in order the reliability of data equipments could be achieved. The main 
purpose of this procedure was to increase the result of statistics analysis so that the 
analysis procedure gave the most efficient estimation. According to Kline (2005), original 
data must be checked in normal thing, especially for multivariate or univariate, the 
existence of data lost. 
Multivariate Normality 
Multivariate normality checked the normality of all univariate distributions. The method 
was to make sure the normal data in multivariate. Outlier must be detected and deleted. 
Outlier was the value or scores which more than three standard deviations were in 
above or below of average (mean). The outlier of every item was found by checking the 
distribution of Z value.  The Z value which higher than 3 or lower than -3 was outlier. The 
checking found 17 data were outlier. Totally, there were data from 150 people in 37 
variables or 5550 data. It was because outlier data was only 0,3% and 99,7% data were 
suitable. Table 3 shows the mean and standard deviation from sample after outlier 
removing process. 
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Table 3. Mean and Standard Deviation Variable (n=150) 

Item Mean Std. Deviation 

Transformational Leadership     

The chief person of Regional office clearly stated that his future vision  3,26 0,511 

The chief person of Regional office leaded with a good example    3,22 ,416 
The chief person Regional office challenged me to think about old problem with the latest 
roles. 

2,82 ,656 

The chief person of Regional office said the things that made the employees proud of being 
employees at region office  

3,23 ,494 

The chief person of Regional office had a clear vision for the next 5 years 3,23 ,494 

Financial Incentives     

If I performance well, possibility I gained higher opportunity for salary increment 3,13 ,609 

The salary increment was rare and still far away* 2,38 ,564 
Working well was not possibility too influenced in increasing higher salary for me * 2,60 ,579 

Power Of Leadership     

The position of the chief person of Regional office  3,00 0,000 
Charismatic 2,86 ,349 
The relation with other institutions 3,23 ,436 
The relation with employees 3,19 ,572 
The ability in giving argumentation 2,91 ,590 
The expertise in religions and leadership 2,46 ,500 

The ability in giving punishment 2,63 ,586 
The ability in accolade the employees 3,12 ,328 

Empowerment Climate     

Understanding each roles and responsibility clearly  3,45 ,499 

Open communication with group members  3,31 ,463 
Standardization to reduce rework 3,12 ,328 
Understanding Muslim needs and wants  3,34 ,489 
Feedback for group members about work result  3,17 ,549 
The suppression of important issues  3,21 ,444 

The policy and procedure documentation  3,28 ,451 
The survey of needs, wants, and the problems of Muslim  3,54 ,500 

Looking for ways to improve the service for Muslim people  3,50 ,502 
Understanding the expectations that exist in society toward the regional office  3,43 ,497 
Delegating responsibility  3,23 ,438 
Group work (to me) 3,45 ,562 
Supporting the professionalism growth and training of group members   3,51 ,576 

Supporting in making participative decisions in group members  3,34 ,553 
Sharing information and access to employment information and work result data    3,25 ,517 
Sharing the result of your work to be examined by other group members  2,93 ,620 

Intrinsic Motivation      

The service for Muslim people were very important to me  3,43 ,496 
I was often reminded in the daily life about how people were mutually dependent on one 
another  

3,19 ,396 

Giving benefits for Muslim people was more meaningful to me than my personal interest 3,20 ,401 
I was ready to sacrifice myself for the goodness of people  3,17 ,595 
I did not afraid of fighting for people interests despite I must get a sloppy  3,05 ,754 

* indicates reversed item 

Univariate Normality 
Normality was signed by distribution that suitable with normal distribution (normal). 
Quantitatively, this thing was measured by parameter of skew and kurtosis. An item 
called normal if skewness and kurtosis from the items were in acceptable scope. The 
skewness value that was accepted was lower than 3 and kurtosis value that was 
accepted was lower than 8. Table 4 shows the parameter of skewness and kurtosis from 
all items. In the table can be seen that all parameters of skewness are between -3 and 3, 
meanwhile all kurtosis parameter kurtosis are between -8 and 8. Therefore, data could 
be concluded that the data was univariate normality. 
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Table 4. Skew and  Kurtosis Item (n=150) 

Item Skewness Kurtosis 

Transformational Leadership     

The chief person of Regional office stated his future visions  0,309 -,364 

The chief person of Regional office leaded in good discipline   1,361 -,150 
The chief person Regional office challenged me to think about old problem with the 
latest roles. 

,205 -,705 

The chief person of Regional office said the things that made the employees proud of 
being employees at region office  

,429 -,053 

The chief person of region office had a clear vision for 5 years later  ,429 -,053 

Financial Incentives     

If I performance well, possibility I gained higher opportunity for salary increment -,075 -,357 
The salary increment was rare and still far away* ,942 ,203 
Working well was not possibility too influenced in increasing higher salary for me * ,336 -,733 

Power Of Leadership     

The position of the chief person of Regional office      
Charismatic -2,085 2,378 
The relation with other institutions 1,070 -,139 
The relation with employees -,010 -,203 

The ability in giving argumentation ,019 -,130 
The expertise in religions and leadership ,162 -2,001 
The ability in giving punishment ,306 -,694 
The ability in accolade the employees 2,339 3,519 

Empowerment Climate     

Understanding each roles and responsibility clearly  ,217 -1,980 
Open communication with group members  ,847 -1,300 
Standardization to reduce rework 2,339 3,519 
Understanding Muslim needs and wants  ,507 -1,306 
Feedback for group members about work result  ,078 ,037 
The suppression of important issues  ,922 ,121 
The policy and procedure documentation  ,990 -1,034 
The survey of needs, wants, and the problems of Muslim  -,162 -2,001 
Looking for ways to improve the service for Muslim people  ,000 -2,027 
Understanding the expectations that exist in society toward the regional office  ,272 -1,952 
Delegating responsibility  1,049 -,187 
Group work (to me) -,362 -,852 
Supporting the professionalism growth and training of group members   -,693 -,503 
Supporting in making participative decisions in group members  -,047 -,717 
Sharing information and access to employment information and work result data    ,258 -,260 
Sharing the result of your work to be examined by other group members  ,043 -,378 

Intrinsic Motivation      

The service for Muslim people were very important to me  ,300 -1,936 
The service for Muslim people were very important to me  1,569 ,467 
I was often reminded in the daily life about how people were mutually dependent on 
one another  

1,515 ,300 

Giving benefits for Muslim people was more meaningful to me than my personal 
interest 

-,068 -,311 

I was ready to sacrifice myself for the goodness of people  -,173 -,943 

* indicates reversed item 

Missing Data  

Missing Data could give problem if the number of data was little. Missing data in this 
research was really only one of 5550 data. Even thought, the procedure of multivariate 
normality produced 17 new missing data, so that totally there were 18 missing data 
from 5550 data. There were two alternatives that were commonly used in research; the 
first, removing the respondents that had missing data from the analysis. The last one 
was changing data with average (mean) value.  The researcher chose to change 18 data 
that was lost by average (mean).  
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Analysis of Factor  
Analysis of factor had a function for looking for a method of summarizing of data 
information in number of original variables in data set (Hair et al, 1998). In addition, of 
summarizing the data, analysis of factor aimed at reducing the data so that the data was 
more feasible to analyze. The researcher did a series of the analysis of factor to reduce 
the items of research with a number of indicators such as reliability, indicator reliability, 
Average Variance Extracted (AVE) analysis, and discrimination validity (Chin, 2010; 
Henseler et al, 2009).  
 
Reliability 
Reliability and internal consistency were checked generally by using Alpha Cronbach. In 
addition, there were other indicator; that was reliability of composite or it was also 
called Rho Dillon-Goldstein (Vinzi et al, 2010). The reliability of composite was 
considered than Alpha Cronbach (Chin, 1998). The minimum limit value for both Alpha 
Cronbach and the reliability of composite was 0,7 (Nunnally, 1978). Table 5 shows the 
indicators of alpha Cronbach and reliability from the data that had been reduced. From 
the table can be seen that all values of Alpha and composite were qualified, where 
Alpha was in the range of 0,746 to 0,880. Meanwhile, the reliability of composite was in 
the range of 0,763 to 0,881.  

Table 5. AVE, Alpha Cronbach, and the Reliability of Composite 

Konstruk Cronbach’s Alpha Composite Reliability AVE 

Motivation 0,828 0,864 0,687 

Power 0,746 0,763 0,460 

Climate 0,880 0,881 0,443 

 
 The Indicators of Reliability 
The value of loading factor was the determine value whether the certain items was 
removed or not from a variable. The Loading factor gave interpretation roles of every 
item to define others item in a variable (Hair et al, 1998). If the value loading factor was 
higher, it meant that the value loading more presentable for variable. The suitable level 
was received to become loading factor was 0, 70 (Henseler et al, 2009). If the research 
was a research with a measurement tool that was designed by researcher, the minimal 
level that loading factor could be taken was 0,30 (Barroso et al, 2010). Even thought, it 
was for the number of sample more than 350 respondents (Hair et al, 1998). For the 
fewer sample, the minimal of loading factor was 0, 40 (Henseler et al, 2009). 
This research had respondents were less than 350 people (150 people), as a result the 
minimal limit was 0, 40. The researcher took the procedure of analyzing factor to get 
loading factor from all of items. The Items with loading factor were less than 0, 40 were 
deleted. 

Table 6 shows the loading factor the items that had undergone reduction. Of 37 
variables, loading factor that was accepted only 17 variables so that this research 
disposes 20 variables. All of variables were observed from transformable leadership 
construct and construct of financial incentives was disposed, in fact, there was only 3 
constructs with the items that had variable. Some variables were still below level of 0, 
40, but these items were held because those items gave good composite reliability.  If 
the items were discarded, then the reliability of composite was worsen, it was caused by 
all indicators could still be deemed feasible and could be used for further analysis. 
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Table 6. Loading Factor and T-Value from Reliability of Variables 

Indikator  Loading t-Value 

Power Of Leadership 

KK7 0,426   

KK6 0,619 4,464 

KK5 0,765 4,802 

KK4 0,83 4,878 

Empowerment Climate 

IP1 0,393   

IP5 0,318 3,082 

IP8 0,632 4,42 

IP9 0,8 4,749 

IP10 0,486 3,96 

IP12 0,829 4,791 

IP13 0,742 4,654 

IP14 0,665 4,498 

IP15 0,812 4,766 

IP16 0,749 4,666 

Intrinsic Motivation 

MI5 0,828   

MI4 0,986 13,118 

MI1 0,634 8,626 

  
Average Variance Extracted 
AVE used to measure the validity of data. AVE predicted number of variants that could 
be arrested by a construct from its indicator compared to all mistakes of measurement 
(Barroso et al, 2010). The value of AVE was suggested to be bigger than 0,50 (Fornell dan 
Larcker, 1981). As can see from table 5.4, there was only one construct which had AVE 
up to 0,50. The strength construct and empowerment climate were only in level 0,40. 
Therefore, it was the best value which could be given by the construct based on the 
items that had reduced, because the value of AVE was not too far from 0,50; in fact, this 
value was held.  
Discriminant Validity  

The discriminant validity assessed the degree of difference between the 
constructs. The discriminant validity was obtained by comparing the square root of AVE 
by the correlation between the constructs (Fornell dan Larcker, 1981). AVE square root 
must be bigger than the correlation between the constructs. Table 7 shows the square 
root of AVE and the correlation matrix between the constructs. Result shows that there 
was no problem in the discrimination validity of the data. 

Table 7. Matrix Correlation and the square root of AVE (MSV) for constructing 

Konstruk MSV ASV Motivation Power Climate 

Motivation 0,352 0,283 0,829     

Power 0,432 0,323 0,462 0,678   

Climate 0,432 0,392 0,593 0,657 0,666 

 



                                                      Transforming Business in Emerging Markets 
 

534 
 

The other methods were to check the discrimination validity of cross-loadings. The 
guarantees of discrimination validity were given to items which had the biggest loading 
on construct itself, did not on the different constructs (Chin, 1998, 2010). Table 5.7 gave 
a guarantee was only to six items of 17 items. Even thought, there were items that could 
be added to the extent not violate the rule that the root of AVE was bigger than the 
correlation between the constructs. This prevented the measurement model was not 
feasible at all (Henseler et al, 2009). 

Table 8. Loading and Cross Loading Measurement Model 

  Intrinsic Motivation Power Of Leadership Empowerment Climate 

KK4 -,245 1,009 ,161 

KK5 ,134 1,018 -,234 

KK6 ,103 ,447 -,207 

KK7 -,613 ,156 -,018 

IP1 ,073 -,164 -,168 

IP5 ,123 -,188 ,023 

IP8 -,259 ,080 ,588 

IP9 ,427 ,444 ,029 

IP10 ,666 -,355 -,005 

IP12 ,201 ,669 ,102 

IP13 -,043 ,089 ,780 

IP14 ,062 -,158 ,993 

IP15 ,538 ,183 ,559 

IP16 ,210 -,235 ,286 

MI1 ,435 ,263 ,183 

MI4 ,732 ,257 -,192 

MI5 ,890 -,035 ,066 

 
One by one of items were put in based on experiment one by one. Finally, 8 

items successfully incorporated, so that the total of items that was not taken only items 
(KK7, IP1, and IP5). Table 9 shows that all constructs had been correlated with the 
construct itself. Moreover, AVE in the first was below 0,50 become above 0,50. It meant 
that the discrimination validity had been a guarantee on a structural level (Chin, 2010). 

Table 9. Alpha, CR, AVE, and Root AVE to construct after revising to ensure the 
discrimination validity 

Konstruk Alpha CR AVE MSV ASV Motivation Power Climate 

Motivation 0,828 0,864 0,686 0,342 0,299 0,828     

Power 0,764 0,786 0,556 0,406 0,331 0,506 0,746   

Climate 0,895 0,895 0,521 0,406 0,374 0,585 0,637 0,722 

 
In conclusion, the various changes in the model of measurement had given a guarantee 
for the reliability and validity of the data. As a consequence, the evaluation of structural 
model could be done.  
Evaluation of  Structural Model 
Structural model aimed at checking the relationship of variable hypothesized, because 
two variables were released from the model of measurement. The researcher inserted a 
variable observation as directly variable without constructing. Then, the researcher 
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checked all variation of the items of transformational leadership and financial incentives 
to produce the best compatibility parameter for the value of RMSEA . The best 
combination was KT5 and IF3. The result of SEM was shown in Picture 5.1. This model 
had Kai quadrate was 2123, the ration quadrate toward df was 21, 8; NFI 0,363; CFI 
0,370; and RMSEA 0,374. Despite of this model did not fulfill the requirements of 
compatibility so that all of measurement had been valid and reliable for discriminating 
or convergent. 
The more important thing was by looking at R2. The R2 was quadrate which correlation 
between endogenous and exogenous variables. R2 of 0.67 upwards was a fundamental 
influence, R2 of 0.33 to 0.66 was classified, and 0.19 to 0.33 relatively weak and below 
0.19 was meaningless (Chin, 1998; Henseler et al 2009). As shown in Figure 5.1, the 
ability to explain the empowerment climate relatively weak because only explained 
21.1% of the variation. Meanwhile, the ability of other variables described the 
motivation variable was fundamental because it provided an explanation of 73.3%. 
The degree of significance of each track can be seen from Figure 5.1. Five of the six 
hypothesized relationships had a significant effect. Transformational leadership 
significantly took effect on climate of empowerment and motivation, empowerment 
climate significantly took effect on motivation, leadership power significantly took effect 
on motivation, and financial incentives significantly took effect on motivation. All 
significant relationship was at the level of <0.001. The financial incentives significantly 
did not only take effect on the empowerment climate. 
Discussion 
This research fulfilled the previous gap which did not fulfill related to the factors that 
influenced intrinsic motivation. The discussion for every research is as follow; 
The Characteristics of Employees at Ministry of Religion Affairs Regional office of 
Bengkulu Province  
It can be seen that the transformational leadership of the Ministry of Religious Affairs of 
regional office of Bengkulu Province was high. The lowest characteristic was the chief 
person of regional office of the Ministry of Religion Affairs of Bengkulu province who did 
not challenge his employees to think the old problem with the latest ways. The highest 
characteristic was the leader stated clearly his future visions. In conclusion, the 
leadership of transformational leadership at Regional office of the Ministry of Religious 
Affairs of Bengkulu province was still focusing on giving instructions to his employees 
was passive than active, for example challenging the employees who did innovation.   
For financial incentives, the satisfaction of incentive that was received by the employees 
was sufficient. The highest satisfaction was possibility getting a salary increment if work 
well.  The lowest satisfaction was salary increment that was seen still rare and far. These 
were the characteristics of government employees who get the salary increment in 
periodic in long time. Even thought, the new policy of the Indonesian governments 
scheme to provide a salary based on work performance was a new innovation. As a 
result, the employees thought the possibility of salary increment was high if work 
performance was good.  
Related to the leadership authority, the chief person of the Regional Office had a 
relatively high power from the perspective of his subordinates. The biggest power was in 
the ability of relational power that was the chief person of the Regional in building a 
relationship with other institutions. The lowest power was expertise in the field of 
religion and government. Therefore, we could think that the public officials actually 
more oriented toward social competence rather than competence in their respective 
fields. It was commonly in government in Indonesia where social factors or popularity 
was a more decisive factor than the competence of a public official. For example, in the 
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New Order era, loyalty factor was a factor that was highly preferred to appoint public 
officials 
 
CONCLUSION  
The result of finding in the field and the result of data analysis used Structural Equation 
Modeling (SEM) on data of 150 employees at Regional Office of the Ministry of Religious 
Bengkulu had been through the procedure of multivariate normality, univariate 
normality, data handling empty, AVE, Cranach alpha, composite reliability, CFA, 
discrimination validity with the square root of AVE and cross-loading, and examination 
of the structural model. 
If it is based on the objectives of this research, the conclusion of this research are as 
follow: 

1. Transformational Leadership was high, financial incentives were moderate, the 
leadership power was high, the empowerment climate was high, and intrinsic 
motivation was high.  The highest indicator was the importance of the survey 
needs, wants, and the problems of Muslim people. The lowest indicator was the 
salary increases were rarely and still far away.  

2. Transformational Leadership significantly took effect negatively on intrinsic 
motivation and positively on empowerment climate. Financial incentive 
positively took effect on intrinsic motivation but did not significantly on 
empowerment climate. The power of leadership significantly took effect on 
intrinsic motivation. These meant that the intrinsic motivation was influenced by 
financial incentives, the power of leadership, empowerment climate and 
transformational leadership. 

3. Age factor and gender significantly did not take effect on variables studied. Age 
and gender only collaborated with certain items in the questionnaires.    

The suggestions in this research are as follow;  
1. The leader of Regional Office of the Ministry of Religious Affairs of Bengkulu 

Province should be more actively instructing his subordinates but still take into 
account the employees’ ability to perform the tasks.  The most important thing 
is the leader should be able to be a good example for his subordinates, because 
naturally someone would be easier to learn to imitate rather than the other 
way, especially if the learners are the adults.  

2. The survey of needs, wants, and the problems faced by the Muslim people must 
be done so that the employees of the Ministry of Religious Affairs for Regional 
Office of Bengkulu province feel more power and the government can carry out 
his duties in serving the public.    

3. For further research should use larger sample with better variables so that it can 
give greater beliefs in seeing the relationship between transformational 
leadership and intrinsic motivation. 
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ABSTRACT  

  
              The objectives of this study is to know the influence of the implementation of 
the government of the internal control system competence and human resources 
toward the effectiveness of financial management province. The Data used is primary 
Data Obtained from the results of questionnaires to the KPA, PPTK, and PPSPM at the 
SKPD in the Government of Bengkulu Province. The samples used in the study were 97 
respondents. Data analysis method used is multiple linear regression analysis.  
              Obtained from the results of hypothesis testing show that the government of 
the system of internal control and competence of human resources (HR) proved to be a 
positive influence toward the effectiveness of financial management province.  
  
Keywords:  Internal Control System; HR competencies; and Financial Management 
Province  
  
I. INTRODUCTION  
1.1 Background  
In order to fulfill the public demand to create good government or, local governments 
are responsible to fill the community expectations. As one form of accountability in the 
government administration set  in Law Number 17 Year 2004 about Nation Finance and 
Law Number 32 Year 2004 about Regional Government, the real efforts to achieve 
transparency and accountability of government financial management, both central 
government and local government are to submit accountability reports such as financial 
statements. Both those basic principles have interconnected between one and the other 
in every public policy decision and accountability  to create good governance. If there 
are inequality between one of the basic principles, it can be said that government failed 
in their duties.  
According to Government Regulation Number 58 Year 2005 Section 1 about local 
financial management is the overall activities that include planning, implementation, 
administration, reporting, accountability and oversight. Regional financial Management 
intended for the management of public money (public money) managed in the 
government management that is transparent, although in the form of drafting stage, use 
of, or accountability based on value for money concept, which in the future will create 
the best  public accountability. 
 
Planning aspect of financial management is done so that the entire budget process as 
much as possible can indicate effective decision-making in  the determination of public 
policy direction with the community participation under the laws and rules that have 
been set. The next step, according to Halim and Iqbal (2012: 3) do implementation that 
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begins with the preparation / charging Activity Area Form (DIKDA) / Project Areas Form 
(DIPDA), Letter of Request for Payment (SPP), the Decree Authority (SKO), Payment 
Order Money (SPMU), Letter of Responsibility (SPJ) and the Daily Report. Then did the 
administration which is a series  process of receiving, storing, deposit, pay, deliver and 
justify the expenditures and receipts that are at SKPD management. 
Each government agency has an obligation to report  the efforts that have been made 
and the resultst that have been achieved in the activities implementation in an honest, 
objective, and transparent at every reporting period and accountable for the activities 
implementation that have been performed. In addition, it is also necessary oversight 
role in local government by the Regional Supervisory Agency (BAWASDA) who supervise 
the course of local government, particularly regarding the implementation of financial 
management in order to fill the objectives of financial management effectiveness that 
can be accounted for.  
Known cases being hotly discussed in Bengkulu related to distribution of grant funds 
Bengkulu provincial budget in 2013 amounted to Rp 26.02 billion, channeling funds from 
the public money is not accompanied Manuscript Regional Grant Agreement (NPHD) 
and Decree (SK) Governor. In addition, the findings of the Supreme Audit Agency (BPK) 
about  official travel amounted Rp 1.25 billion on education in a number of provincial 
government, including the Secretariat of Provincial Parliament there is fictional, so do 
not be true by the CPC. The case can illustrate that the effectiveness of financial 
management in Bengkulu province still have much to repairs. (People's Daily Bengkulu, 
2014). 
So that the effectiveness of financial management can be realized effectively and 
efficiently it is necessary for Government Internal Control System (SPIP) that is 
adequate. Government Internal Control System (SPIP) based on Government Regulation 
(PP) No. 60 year 2008 states that the integral  process to the act and activities carried 
out continuously by management and all employees to provide reasonable assurance on 
the achievement of organizational goals through effective and efficient, the reliability of 
financial reporting, the safeguarding of state assets, and compliance with laws and 
regulations are an aspect of Government Internal Control System (SPIP ). By building a 
sustainable manner SPIP ultimately aimed at creating a government financial reporting 
is reliable, effective and efficient activities, as well as to prevent corruption (clean 
government), which will create accountability that can create good governance.  
 
Government agencies must establish and have a good internal control system in order to 
achieve the effectiveness of financial management are good also. If government internal 
control system is strong, the level of financial management will effective, however, if the 
internal control system weak government can not be denied that the level of fraud that 
occurs will greater.  
 
Research conducted by Damayanti (2014) proved that, Government Internal Control 
System in the Bengkulu city has significant effect on the effectiveness of financial 
management, if internal control system of the government is getting stronger, the 
possibility of cheating going smaller and the financial management area will more 
effective. Further, research conducted by Jaya (2013) also proves that, Government 
Internal Control System significantly influence the effectiveness of financial 
management in the Bengkulu city.  
 
Besides Government Internal Control system, the human resources competence also can 
be the foundation for the creation of effective financial management. Good 
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understanding or expertise of human resources is a key factor to develop and manage 
the finance area, the financial management should be prepared by personnel who have 
competence in the field of financial management. As a regional finance manager, a 
human resources required to have more expertise in the accounting field or they must 
improve the competence to learn continually and increase their competence in 
accounting field. Human resources Competency itself was the instrumental to 
generating relevant information. Therefore, human resources are the main parties 
responsible for financial management.  
 
According Sunaryanto (2012: 174) the strength of primordial bond in Bengkulu that 
crisscross the domain bureaucracy has impacted that disturb  professionalism 
government bureaucracy. This is confirmed from the workshop results of  the WIP (well 
informed person), which states that the placement of bureaucratic officials are not 
referring to the career structure and capability but because of the closeness and 
friendship (collusion and nepotism). This condition gives bad affect to the regional 
financial management. Officials placed not necessarily have the necessary skills to work 
at their fields. If the officials do not got the best at their fields , then the information 
provided can not be said to be relevant and the expected effectiveness could not be 
achieved. Therefore, local officials should be placed based on its capabilities and 
continue to make change for the better in accordance with laws and regulations, so that 
will create the effectiveness of the regional financial management that expected by the 
society.  
 
Research conducted by Roviyantie (2011) proved that the competence of human 
resources affect the quality of the Financial Statements, if  the human resources 
competence are stronger so the quality of financial reporting area are better. 
Meanwhile, research conducted by Arfianti (2011) proved that the quality of human 
resources does not significantly influence the reliability of  financial local governments 
reporting on regional work units in Batang. It's  common if Bengkulu province has better 
financial management system than town and regency. In order for the implementation 
of good financial management, it is necessary the Government Internal Control System 
(SPIP) and the competence of qualified human resources to be able to assist in the 
financial reporting process so that it can generate financial reports are reliable and 
timely.  
   
1.2 Problem Formulation  
Based on the background mentioned above problems can be formulated as follows:  
1) Whether the application of the government internal control system gives the 

influence on the effectiveness of financial management?  
2) Are the competence of human resources affect the effectiveness of financial 

management?  
  

1.3 Research purposes  
Based on the formulation of the problems mentioned above, the purpose of this 
research is:  
1) To obtain empirical evidence the influence of government internal control systems 

for the effectiveness of financial management.  
2) To obtain empirical evidence the influence of the human resources for the 

effectiveness of financial management?  
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II. LITERATURE  
2.1 Financial Management  
Definition of  financial sense regions according to Halim (2002), local finance is "all the 
rights and obligations that can be valued in money as well as everything in cash or goods 
that can be used as the wealth area along not owned / controlled by the State or 
Regional Higher as well as other parties according to the provisions / regulations in 
force. "According to Government Regulation No. 58 of 2005 financial sense region are:" 
all the rights and obligations of the region in the framework of the implementation of 
local government can be assessed with the money including all forms of wealth-related 
the rights and obligations of those areas. "So we can conclude that  a regional financial is 
funds or assets managed by local governments.  
 
Based on the definition mentioned above, one of the most important elements in 
governance and development in the region is the financial management area. It is 
expected to conform the society's development aspirations and demands of growing 
days now. Financial Management in Government Regulation No. 58 Year 2005 section 1 
is the overall activities that include planning, implementation, administration, reporting, 
accountability, and oversight of local finance. Financial management set out in this 
ministerial regulation includes the power of financial management, general principles 
and structure of the budget, the preparation of the draft budget, the establishment of 
the budget, preparation and adoption of the budget for areas that do not have a 
parliament, implementation of the budget, changes to the budget, cash management, 
financial administration local, regional financial accounting, accountability of the budget, 
supervision of financial management, local losses, and financial management BLUD. 
 
Regional Financial management begins with the planning / preparation of the local 
government budget (APBD). Budgets are prepared in accordance with the needs of 
governance and the ability of local revenue. Budgeting, as guided by the RKPD in order 
to realize the public service for the Government objective. Budgets have authorization 
functions, planning, monitoring, allocation, distribution and stabilization.  
 
2.2 Effectiveness of Financial Management  
Effectiveness is a measure of success or failure of an organization in achieving its goals. 
(Mardiasmo, 2002: 134) The success of an operation in the public sector that can be said 
effective if these activities have a major influence on the ability to provide public 
services which is the previously target set. Effectiveness is always related to the 
relationship between the expected results with actual results achieved so that an 
activity is said to be effective.  
 
According to Halim and Iqbal (2012: 30) the effectiveness is the relationship between 
the output (output) of responsibility center with the goals and objectives (outcome) that 
to be achieved. Effectiveness in local government can be interpreted activities 
completion timely and within the limits of the available budget, and can achieve the 
goals and objectives as well as what is planned. However, irregularities in the 
implementation can have a beneficial impact on the target groups of recipients so an 
activity can be said to be effective. The greater  contribution of expenditure made to the 
value of the achievement of a specified goal or target can be said to be effective only 
from the work of the unit in question.  
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Regional financial Management according to Government Regulation No. 58 Year 2005 
Section 1 about the Regional Financial Management as follows: "Financial management 
is a whole area of activity that includes planning, implementation, administration, 
reporting, accountability, and financial oversight of the area. " 

  
2.3 Government Internal Control System  
Internal control systems are useful to help the organization fill the goals and objectives, 
to enable management to deal with the changing internal and external environment, 
improve efficiency, reduce the risk of loss, helps ensure the reliability of financial 
reporting, compliance with laws and regulations.  
 
To develop an effective and efficient  of internal control system,  management  identify 
and evaluate risks to achieve organizational goals. monitoring components to enable 
effective management and operation of the foundation to determine whether the 
internal control system continues to operate effectively from time to time (Ionescu, 
2009).  
 
Government Internal Control System (SPIP) according to Regulation No. 60 Year 2008 on 
SPIP is: "The integral process on the actions and activities that carried out continuously 
by management and all employees to provide reasonable assurance on the achievement 
of organizational goals through effective and efficient, the reliability of financial 
reporting, the safeguarding of state assets, and compliance with laws and regulations. 
"The basic gist of PP 60/2008 is the creation of a government internal control system 
that can realize a good governance practices. The first step that is mandated in this PP is 
understand the basic concepts of internal control first.  
 
While the technical implementation of this SPIP to be done and becomes the 
responsibility of every Government Agencies (IP), both in Government (Center) and in 
the Local Government. This is as explicit and implicit in Section 2 of  Regulation No. 60 of 
2008 which states that "in order to achieve financial management effective, efficient, 
transparent and accountable, minister / lead of institution, governors and regents / 
mayors shall exercise control over the implementation of the activities government. "  
 
To maintain and improve the quality of SPIP then PP No. 60 of 2008, in the attachment 
present the Government Internal Control Test List. Based on the list of this test, as 
stated in article 45, paragraph 3, any Government Agency should immediately perform 
tests on the quality of SPIP. Testing the quality of internal control should be carried out 
in the general level to the level of organization that Government Agencies as a whole, 
and in a lesser degree or specialized as the internal control for a unit, function, or 
process that is or running in Government Agencies.  

 
2.4 Competence of Human Resources  
Competence is the basic characteristic of the individual person has, that effect (as 
determinants) to fill the required criteria as individuals who succeed in work or in 
dealing with a particular situation. Every organization requires human resources to 
achieve its objectives. According Wirawan (2012: 1) human resources encompasses all 
contained in man which among others consists of the following dimensions:  
a) Human physical;  
b) Psychic Man;  
c) Nature or human characteristics;  
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d) Knowledge and human skills;  
e) Human experience;  
 
Human Resources (HR) is a resource that is used to move and activate other resources 
to achieve organizational goals. Without human resources (HR), other resources are less 
useful in achieving the goals of the organization, and therefore the human resources 
must have the proper competencies to be used in carrying out their duties.  
 
A competent person is a person who has the knowledge, skills, and attitudes in carrying 
out an activity or employment. Robbins (2003: 264) states that the employee's 
competency can be measured with the knowledge (knowledge), abilities (abilities) and 
skills (skills). Similarly Yusuf (2013: 150) states that a competent government employees 
must have knowledge, understanding, and skills that accordance with his duties, as 
known that all of the duties and functions of government agencies are different.  
To achieve organizational effectiveness, the competence of human resources should be 
in harmony with other aspects of the organization such a strategy. Basically, the needed 
harmony achievement means that the performance of human resources as one of the 
components must be aligned with the strategy as another component, to facilitate the 
achievement of organizational goals (Akingbola, 2013).  
 
In 2012, Education and Training Ministry of Home Affairs Board for the first time 
conduct competency-based education and training for education and training property 
management area. If any employees who participate in education and training is really 
diligent and apply the results o educatin and training in the region so its expected to 
accelerate the management of goods / assets of the area would be better to support the 
implementation of local financial statements to obtain WTP. Competence of employees 
who are knowledgeable, skilled, and have an attitude in carrying out the work of the 
management of the goods/ assets belonging to the area that is the basis for the region  
to accelerating the desired goal achievement (Joseph, 2013: 157). From the explanation 
above it can be concluded that the competency model is a tool used as a guide by 
organizations that use the competence in the management of its human resources. 
Competency model itself contains a description of the competencies required in each 
position within the organization.  
  
2.5 Framework  

The framework  research of  the Implementation Effect of Government Internal 
Control System and Human Resource Competency for the effectiveness of Regional 
Financial Management.  

 

  

  
  
 

Figure 1. Conceptual Framework  

Government Internal  

Control System (X1) 

Human Resources  
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III. METHODS  
This research is a quantitative research with survey method that studies conducted on 
large and small populations studied but the data is the data from a sample taken from 
the population using a questionnaire. The type of this research is also called causative. 
Population of this research is the work units (SKPD) Bengkulu province were 39 SKPD the 
unit of analysis. This research is a survey method that is performed on the entire 
Department of Local Government Bengkulu Province. In this study, the data used to 
collect primary data is through a list of questions called questionnaires distributed 
directly to agencies / SKPD in the Provincial Government of Bengkulu. Media 
questionnaire provide some possible answers alternatives in accordance with the 
proposition of each question.  
In this study testing the hypothesis used is multiple regression analysis (Multiple Linear 
Regresion) used to test the effect of independent variables on the dependent variable. 
The test is performed by the equation:  

 
Y = α + β 1 x 1 + β 2 X 2 + e  
  

Specification:  
Y = Fiscal Management  
α = Constant  
β = Coefficient Regression  
X 1 = Government Internal Control System (SPIP)  
X 2 = Competence of Human Resources  
e = Standard Error  
  
To see the appropriateness of the regression model seen by value of  F. If F significant 
value then the regression can be said to be feasible. To view the government's internal 
control system variables (X 1) and the competence of human resources (X 2) affects the 
financial management (Y) is by seen the  sig value . If sig below 0.05, it can be said the 
government's internal control system (X 1) and the competence of human resources (X 2) 
effect on the effectiveness of financial management (Y), but if above 0.05 can be said of 
these variables has no effect , Furthermore, in order to see the direction of the influence 
of the visible regression coefficients. If the positive regression coefficient means that the 
effect of positive and negative regression coefficient means that is a negative influence. 
To see the effect percentage of the independent variable on the dependent variable 
seen from the adjusted R-square.  
 
IV   RESULTS AND DISCUSSION  
4.1 Descriptive Statistics  
As has been known in advance that this study focused on the government's internal 
control system variables (SPIP), the competence of human resources and the 
effectiveness of financial management. The following statistics are summarized 
descriptive variables of the study.  
 

--------------------- Table 4.1 here ------------------------  
 
Table 4.1 based on average respondents to variable government  internal control 
systems  (SPIP) of 69.02 is greater than the theoretical mean of 48.00. This result means 
that the government  internal control systems  that is held on each SKPD (SKPD) in the 
Bengkulu province is accordance with the rules and regulations, which is in accordance 
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with Government Regulation No. 60 year 2008 consists of the control environment 
elements, risk assessment , control activities, information and communication and 
monitoring. Standard deviation value variable government  internal control systems  of 
6.638 indicates that the respondents' answers vary greatly.  
 
Furthermore, the average value of respondents to variable competence of human 
resources by 50, 15 is higher than the theoretical mean of 36.00. This result means that 
the financial management of human resources in each SKPD in Bengkulu provincial 
government has had competence good. competencies possessed by the human 
resources at SKPD of which is having the knowledge needed in government and 
understand the knowledge that has been gained, then have the skills to apply them in 
performing their duties professionally, effectively and efficiently in accordance with the 
set goals of the organization. Standard deviation of 4.779 HR competency variables 
showed that the respondents' answers vary greatly.  
 
The average value of respondents to variable effectiveness of financial management for 
51, 75 is higher than the theoretical mean value 36.00. These results illustrate that 
financial management in each SKPD in Bengkulu provincial government has run very well 
(effective) and in accordance with Regulation No. 59 Year 2007. Standard deviation 
value of the variable effectiveness of financial management amounted to 5.426 
indicates that respondents' answers vary greatly.  

 
4.2 Data Quality Testing  
4.2.1 Validity Test Data  
 

---------------------- Table 4.2 here ------------------  
 

From the analysis conducted, the result that the entire item statement to the research 
variables are valid. This can be seen in Table 4. 2 above the column range of values of 
correlation (r-count) has a value higher than the value of r-table 0.202 (at the level of 5% 
error).  
4.2.2 Data reliability test  
 

---------------------- Table 4.3 here ------------------  
 

Based on the results of the processing performed as summarized in Table 4. 3 showed 
that Cronbach's alpha values throughout the study variables is greater than the value 0, 
7 0; thus it can be concluded that all the instruments / variable research is reliable.  
 
 
4.3 Classic Assumption Testing  
4.3.1 Normality Test Data  
 

---------------------- Table 4.4 here ------------------  
 

Based on Table 4. 4 above, it is known that the probability value (Asymp.Sig.) 
Kolmogorov-Smirnov variable government  internal control systems  , human resource 
competency and effectiveness of financial management is greater than 0.05. Based on 
these results, we can conclude that the variables used in this study are normally 
distributed.  
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4.3.2 Test Multicollinearity  
 

---------------------- Table 4.5 here ------------------  
 

Based on the above, it was concluded that the value of tolerance throughout the study 
variables> 0.10 and VIF <10, which means that no symptoms of multicolinearity in the 
regression model.  
4.3.3 Test heterosekedastisity 
 

---------------------- Table 4.6 here ------------------  
Based on Table 4. 6 above, it is known that the probability value (Asymp.Sig.) Variable 
government  internal control systems  and the competent  human resources greater 
than 0.05. Based on these results, we can conclude that the variable government  
internal control systems  and competent human resources that are used in this study 
had the variant homogeneous (free heterosekedastisitas).  

 
4.3.4 Hypothesis Testing Results  
The regression analysis conducted on the effect of the government's internal control 
system and the human resource competency on the effectiveness of financial 
management can be seen in Table 1 below.  
 

---------------------- Table 4.7 here ------------------  
 

From the test results above, the value of the F-count equal to 186.944 with a 
significance level of 0.000. This shows that the hypothesis could be analyzed further, or 
used regression model was fit (feasible).  
 
In Table 1 also shows the value of the coefficient of determination adjusted (Adjusted R 
2) of 0.795, which means that the variation increase or decrease the effectiveness of 
financial management at the SKPD in Bengkulu provincial government is influenced by 
the government  internal control system and HR competencies by 7 9 5%. While the 
remaining 2 0, 5% is influenced by other factors not examined.  
 
Results of the first hypothesis testing (H 1) is known that the government  internal 
control system (SPIP) significantly affects the effectiveness of financial management. 
This is evidenced by the t-test value of 8.778 is greater than the value of the t-table 
1.645. The regression coefficient is significant at the 0.05 level with a p value of 0.000, 
which means that there is positive and significant variable government  internal control 
system on the effectiveness of financial management. If the government's system of 
internal control conducted in Bengkulu provincial government SKPD is better so the 
existing financial management will better. These results are consistent with the 
hypothesis, in which there is a positive effect of government  internal control system on 
the effectiveness of financial management.  
 
Results of  the second hypothesis testing (H 2) is known that the human resource 
competencies significantly influence the effectiveness of financial management. This is 
evidenced by the t-test value of 2.038 is greater than the value of the t-table 1.645. The 
regression coefficient is significant at the 0.05 level with a p value of 0.044, which means 
that there is a positive and significant effect of the variable competence of human 
resources on the effectiveness of financial management. If the human resources 
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increasingly competent in their respective sectors, the effectiveness of financial 
management will better. These results are consistent with the hypothesis, in which 
there is a positive influence on the effectiveness of HR competencies of financial 
management.  

  
4.4. DISCUSSION  
4.4.1 Effect of Government Internal Control System (SPIP) of the Effectiveness of 

Financial Management  
Based on the results of data analysis known that variable government  internal control 
system  has positive influence on the effectiveness of financial management. These 
results are significantly better if the government's internal control system implemented, 
the financial management will also be more effective.  
 
Government Internal Control System (SPIP) is done so that the implementation of 
activities at a government agency can be implemented in an orderly, controlled, 
effective and efficient. This is mandated in the Government Regulation No. 60 Year 2008 
about Government Internal Control System. Government regulation is stated that the 
system of government financial management should be implemented in an accountable 
and transparent with the aim of achieving good governance. The hallmark achievement 
of good governance was marked by the achievement of the vision and mission of the 
organization through activities run effectively and efficiently, reliability in financial 
reporting, commitment to manage State duty and obedience with adherence to the 
rules and regulations in force.  
 
The results are consistent with the results of Suprayogi (2010); Jaya (2013) and 
Damayanti (2014), which proved that the government's system of internal control has 
positive and significant impact on the regional financial management. From the results 
of this study and previous studies can be proven that a good SPIP is able to improve the 
effectiveness of financial management. In this regard, the leaders should be more 
intensive  and interact with lower officials, then it needed the increasing of  oversight 
role  in allocation terms of the costs.  
 
Based on the results above can be explained that the government's system of internal 
control is a strategic activity and have an influence on financial management. The better 
of internal control system that is done, the financial management of each SKPD will 
more effective. Therefore, the elements of leadership as one element of SPIP in the 
scope of local government must be able to carry out controls and internal control in 
each SKPD so that the financial management in tune with regional development goals.  
 
4.4.2 Human Resource Competency influence the Effectiveness of Financial 

Management 
Based on the results of data analysis known that the variable competence of human 
resources have a significant positive effect on the effectiveness of financial 
management. This result means if human resources of  regional financial management 
more competent , the financial management will also be more effective.  
 
The results are consistent with research conducted by Roviyantie (2011) proved that the 
competence of human resources affects the quality of the regional financial reporting. 
That is, the human resources is increasingly competent, then the quality of the 
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Department of Regional Financial Statements in Tasikmalaya regency government will 
also fill the qualitative characteristics.  
 
Competency is sufficient skills to perform a task or as having the skills and skills required 
in a particular profession or occupation. In  good of regional financial management, 
SKPD must have qualified human resources, supported by accounting educational 
background, experience in the financial field, and able to carry out tasks with good 
financial management.  
 
BKN head through Decree No. 46A of 2007 requires that an employee of the apparatus 
(PNS) must have competence in the form of knowledge, skills, and attitudes necessary 
behavior in the execution of duties and positions. The purpose of the competence of 
civil servants itself is none other than that civil servants may carry out their duties 
profesionally, effectively and efficiently in accordance with the set goals of the 
organization. The quality Human resources (HR) of financial management, of course, will 
have an impact on the quality of financial management and avoid mismanagement.  
 
Based on the results above it can be concluded that the human resources as a regional 
financial manager should be supported with competence in line with the tasks of 
financial management of the area. If the human resources increasingly competent in 
their respective sectors, the effectiveness of financial management will better. 
Therefore, the placement of employees in the area of financial management should also 
be accompanied by education and training in financial management, so it can increase 
the performance of its duties.  

  
V. CLOSING  
5.1 Conclusion  
This study aimed to verify the effect of the implementation of the government internal 
control system and the competence of human resources on the effectiveness of 
financial management in government of  Bengkulu province. Based on the results of 
data analysis and hypothesis testing, it can be concluded that:  
1) Government Internal control systems (SPIP) proved have positive influence on the 

effectiveness of financial management at the SKPD in Bengkulu provincial 
government. This condition shown  if government internal control systems (SPIP)  
better so the effectiveness of financial management are getting better too.  

2) Competence of human resources (HR) proved have positive influence on the 
effectiveness of financial management at the SKPD in Bengkulu provincial 
government. This shows that the more competent human resources, the 
effectiveness of financial management will better.  
 

5.2 Implications Research  
Results of research on the implementation of the government internal control system 
and human resource competencies that have an impact on the effectiveness of financial 
management have implications as follows:  
1) May be a consideration for regional work units (SKPD) Bengkulu province in the local 

financial management in order to be effective through the application of the 
government internal control system and increase the competence of human 
resources.  

2) Results of this study can serve as a reference for further research are interested in 
researching and studying the same problems, so that enrich science.  
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5.3 Restrictiveness Research  
This study has limitations that still need improvement and development in future 
studies. Limitations of this study are:  
1. This study uses only the perception of three respondents in each SKPD Bengkulu 

province, although there are some employees who are involved in financial 
management, so that the conclusions are based only on the perception of the three 
employees.  

2. This study only uses the variable application of the government internal control 
system  and human resource competencies that influence the effectiveness of the 
financial management of 79.5% while the remaining 20.5% is due to other factors.  
 

5.4 Further Research Suggestions  
              Based on the limitations of the problems above, the suggestions are:  
1) Description of the data is only taken from three respondents in each SKPD Bengkulu 

province, although there are some employees who are involved in the financial 
management area,  because of  it in order the conclusions drawn more 
representative and objective so the amount of sample should be increased.  

2) Future studies are expected to add other variables that could influence the 
effectiveness of financial management such as accountability and transparency.  
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Table 4.1  

Descriptive Statistics Variable Research  

Variables  

Theoretical 
Range  Mean 

Theoretical  

Actual Range  Actual 
Mean  

Std. 
Deviation  Min  Max  Min  Max  

Government 
Internal 
Control 
System  

16  80  48  51  80  69.02  6638  

Competence 
HR  

12  60  36  39  60  50.15  4. 779  

Effectiveness 
of Financial 
Management  

12  60  36  38  60  51.75  5426  

  
Table 4.2 

Test Validity Research Instruments  

No.  Variable Research  
Value Range  

Pearson Correlation  
(r-count)  

Ket  

1  Government Internal Control System  0.278 * - 0.787 *  Valid  

2  Competence HR  0.302 * - 0.793 *  Valid  

3  Effectiveness of Financial Management  0.222 * - 0.718 *  Valid  

*) Larger than r - table 0, 202  
Source: Data processed, 2014  

Table 4.3 
Reliability Test Research Variables  

No.  Variables  
Number of 

Instruments  

The value of 
Alpha 

Cronbach  
Description  

1  Government Internal Control 
System  

16  0.866  Reliable  

2  Competence HR  12  0.837  Reliable  

3  Effectiveness of Financial 
Management  

12  0.822  Reliable  

Source: Data processed, 2014  
Table 4.4  

Data Normality Test Results  

No.  Variables  
Value 

Kolmogorov-
Smirnov Z  

Probability 
(Sig.)  

Description  

1  Government Internal Control 
System  

1.339  0.055  Normal  

2  Competence HR  1,345  0,054  Normal  

3  Effectiveness of Financial 
Management  

1,152  0.140  Normal  

Source: Data processed, 2014  
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Table 4. 5  

Test results Multicolinearity Research Data  

No.  Variables  Tolerance  VIF  Description  

1  Government Internal Control 
System  

0.2 97  3.362  Free 
Multikolenieritas  

2  Competence HR  0, 297  3, 362  

Source: Data processed, 2014  
Table 4. 6  

Test results Heteroskidastity Research Data  

Variables  Sig  Description  

Government Internal 
Control System  

0.124  Free Heteroskidastity  

Competence of Human 
Resources  

0.608  Free Heteroskidastity  

Source: Data processed, 2014  
  

Table 4.7  
Regression Analysis  

Variables  Koef  
Value  
Koef  

Standard 
Error  t-test  Sig.  Description  

SPIP  
Competence HR  

β 1  
β 2  

0.608  
0.196  

0.069  
0.096  

8.778  
2,038  

0,000  
0,044  

Significant  
Significant  

Adjusted R 2    0,795          

F-count    186.944      0,000  Significant  

t-table    1.645          

Source: Research Results 2014 processed.  
  

1  
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Abstract 

 
Tourism development in Belitung Island has yet brought maximum results so far. 
Therefore, the booming momentum of Rainbow Troops should be made as the early 
milestone of tourism revival in Belitung Island. A model that is able to provide synergy 
for stakeholders as one of the options in tourism sector to be a regional economic 
locomotive, should be created to replace tin which is going into the "Sunset Industry". 
This study aims to identify the socio-economic condition before and after the booming 
of the Novel and Film Rainbow Troops, to map factors affecting tourism development, 
and to create tourism development model with momentum-based. It provides a 
conceptual information about tourism development used by other regions in Indonesia 
through SWOT analysis approach. Based on the result, the booming of Rainbow Troops 
has changed the socio-economic condition of Belitung Island significantly. The 
Cooperation Forum Model by establishing a tourism forum is a model that can synergize 
tourism development of two regencies in Belitung Island by involving all stakeholders of 
tourism sector.  

 
Keywords: Branding, Rainbow Troops momentum, tourism development model 
 
INTRODUCTION 
Donald V.L.Macheload (2006) conveys that the concept of alternative tourism is very 
wide and varied. Of paper analyzed, the emergence of alternative tourism seem as a 
reaction to the mass tourism. Tourists’desire in visiting tourism destinations begins to 
show the majority of people looking for the more quality ways in performing different 
interactions with the native activities and culture (Balquni, 2011). Rainbow Troops 
(Laskar Pelangi) is an educational tourism, one of the attractive and alternative tourisms 
in Belitung Island to develop its tourism sector.  
 
The booming of Rainbow Troops should be used as the early milestone for the revival of 
tourism sector in Belitung Island. It is in line with the policy of Bangka Belitung Islands 
government that will make tourism sector as a locomotive for economic growth after 
the decline of tin as a major source of local revenue. Therefore, it is very important for 
Belitung Island to create the tourism development models in order to bring the 
development itself well planned and integrated with various stakeholders.   
 
In an integrated manner, each stakeholder should be able to formulate a joint policy of 
tourism development in the form of a model so that the tourism development in 
Belitung Island can be directionally done. A planned, systematic, and integrated model 
comes into the important keywords to develop a sustainable tourism development.  
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The objectives of study: (1) To map out the factors that influence the tourism 
developments by identifying the strength and opportunity factors as well as weakness 
and threat factors; (2) To identify the socio-economic conditions before and after the 
booming of Rainbow Troops; (3) To design the tourism development models based on 
the representative momentum of Rainbow Troops in Belitung Island through theoretical 
and applicative study.  
 
 
LITERATURE REVIEW 
A Concept and Brand Strategies 
American Marketing Association (AMA) defines a brand as a name, term, sign, symbol or 
a design or a combination of all intending to identify the goods or services and 
ultimately can differentiate to others (Kotler, 2002). Branding is not only planning 
marketing targets but also choosing a market full of competencies and planning the 
marketing prospects so as to provide solutions to the needs.  
 
Brand strategy, according to Schultz and Barnes (1999), can be defined as a brand 
management in which belongs to an activity setting all the elements to establish a 
brand. Meanwhile, Gelder (2005) states "The brand strategy defines what the brand is 
supposed to Achieve in terms of consumer attitudes and behavior".  
   
Tourism Development Concept 
Tourism development is a series of efforts to achieve integration in the use of tourism 
resources, and to integrate all aspects beyond tourism related either directly or 
indirectly to the continuity of tourism development itself (Swarbrooke, 1996: 99). There 
are several types of development, namely: (a) Totality with new goals, to build 
attractions at the site that was not used as an attraction, (b) New goal, to build the 
attractions at the site which had previously been used as an attraction, (c) New 
developments relatively on the existence of the attractions to attract more visitors and 
to make these attractions can reach a wider market to gain the new market share, (d) 
New development in the presence of the attractions which aims to improve visitor 
facilities or to anticipate the increase of visitors’ secondary expenditure, (e) The creation 
of new activities or stages of activities that move from one place to another where such 
activities require building and structure modifications.  
 
Agus Tri Basuki (2006) in his research on the analysis of economic development and 
investment of Maluku province from 2000 to 2004, found that tourism development 
required the regional linkaged pattern to the surrounding area. It required some aspects 
in supporting such development such as: (1) Physical aspects, (2) Fascination aspect, (3) 
Accessibility aspects, (4) Activity and Facility aspects, (5) Socio-economic and Cultural 
aspects.  

 
Tourism Components 
According to Inskeep (1991:38), in a wide range of literature, various components of 
tourism are published. Some of them always emerge and become tourism basic 
components. Those consist of: (a) Attractions and tourist activities, (b) Accomodation, 
(c) Tourism Facilities and Services, (d) Land Optimizing Factor (Areaoptimalsation), (e) 
Equity Factor.  
 
Plog (1972) classifies tourists typology as follows: (1) Allocentris, tourists only want to 
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visit unknown places and adventurous, and take advantage of the facilities provided by 
the local community; (2) Psycocentris, tourists who just want to visit tourist destinations 
with the standard facilities similar to their country; (3) Mid-Centris, located between 
Allocentris and Psycocentris typology. According Pitana (2005), tourists typology needs 
to identify the planning purposes, including the development of tourism. The more 
appropriate typology is based on the real needs of tourists, so that the management can 
develop the tourism spots in accordance with tourists segmentation.  

 
RESEARCH METHOD 
This qualitative-exploratory research emphasized the enrichment in the field as the 
strength of the research. Data were collected by: (1) Observation, (2) Depth Interview, 
(3) Documentation, (4) Focus Group Discussion (FGD), (5) Literature, and analyzed by 
SWOT analysis. In addition, the next step is to compare the data and use theoretical 
studies to determine the tourism development model.  

 
RESULTS  
1. Scope of the Research 

Belitung Island consists of two regencies namely Belitung with the capital 
Tanjungpandan and East Belitung with its capital Manggar. On the world map, 
Belitung Island or "Billiton" is the second largest island after Bangka Island, which has 
98 large and small islands being tourist destinations.  
 
Beautiful coast and islands, clear waters, and white sand beaches with various large 
and small rocks dominate the tourism spots in Belitung Island. However, cultural 
tourism, education museum, and a replica of SD Laskar Pelangi (Rainbow Troops) as 
well as culinary tourism also provide typical attraction to visitors.  
 

2. Social-Economic Condition After and Before Rainbow Troops Booming  
a. A Number of Air Traffic of Flights and Passengers through H. AS Hanandjoeddin 

Airport  
Table  1 

 Year Percentage 

2006 2012 

Arrival 945 2.349 148, 57 

Departure 945 2.349 148,57 

Arrival 83.082 237.892 186,33 

Departure 84.923 245.945 189,61 

Source: Bangka Belitung in 2006 and 2013 
 
Based on Table 1, it can be seen that the number of flight arrival and departure at H 
AS Hanandjoeddin airport Tanjung Pandan in 2012 increases about 148.57 percent 
greater than in 2006. It means there has been a progress about 1.5 times for 6 years. 
While the arrival and departure of passengers in 2012 increases nearly two times 
greater than in 2006.    
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b. Number of Hotels/Inn, Rooms, and Beds in Belitung and East Belitung Regency 
Table  2 

Description Year Percentage 

2005 2012 

Belitung 

Hotels/Inn  12 19 58,33 

Rooms 193 417 116,06 

Beds 282 546 93,62 

    

Belitung Timur 

Hotels  10 14 40 

Rooms 64 166 159,38 

Beds 72 209 190,28 

Source: Belitung and East Belitung in 2006 and 2013 
 

Table 2 shows the development of the number of hotels/inn in Belitung Regency. The 
numbers has increased significantly after Rainbow Troops booming. In 2012, the 
number of hotels/inn increases about 58.33 percent greater than 2006 as well as the 
number of hotel rooms and beds respectively increased by 116.06 percent and 93.62 
percent. While the development of a number of hotels/inns in East Belitung regency 
increases significantly about 40 percent, lower than Belitung regency. A number of 
rooms and beds increase greater than a number of hotels approximately about of 
159.38 percent and 190.28 percent.   

 
c. Tourists Visit Rate 

Tabulation of tourists visit in  Belitung and East Belitung Regency:  
Table 3 

Description Year Percentage 

2006 2012 

Belitung 

Domestic (person) 17.233 110.638 542,01 

Foreigner (person) 1.072 975 (9,05) 

Total (person) 18.305 111.613 509,74 

    

East Belitung  

Domestic (person) 2.607 - - 

Foreigner (person) 2 - - 

Total (person) 2.609 29.300 1023 

  Source: Belitung and East Belitung in 2006 and 2013  
 

Table 3 shows the level of domestic tourists visiting Belitung regency in 2012. It 
increases five times greater (540.01 per cent) than in 2006, from 17,233 people to 
110,638 people). But for foreign tourists, the level decreases into 9.05 percent. While 
the level of tourist visits to East Belitung regency in 2012 has increased 10 times 
greater (1023 percent) than in 2006, from 2,609 people in 2006 to 29,300 people in 
2012. The numbers indicates a remarkable growth after the booming of Rainbow 
Troops.  
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d. Socio-Economic Level and Income Per Capita 
To perceive the society’s economic level before and after the Rainbow Troops 
booming is based on the rate of economic growth and income per capita in Belitung 
and East Belitung regency as follows:   

Table 4 

Description Year Percentage 

2006 2012 

Belitung 

Economic Growth 
(percent) 

5,03 7,71 53,28 

Regional Income per 
capita (Rp) 

11.136.064 17.109.056 53,64 

    

East Belitung  

Economic Growth 
(percent) 

5,74 6,09 6,10 

Regional Income per 
capita (Rp) 

12.288.688 24.312.604 97,85 

  Source: Belitung and East Belitung in 2006 and 2013  
 
Table 4 shows the rate of economic growth and regional income per capita in Belitung 
regency which indicates a significant development. Economic growth in 2012 increases 
about 53.28 percent greater than in 2006 (from 5.03 percent in 2006 to 7.71 percent in 
2012). Regional income per capita also increases from Rp.11.136.064, - in 2006 to Rp 
17,109,056, - in 2012, or an increase of 53.64 percent. While the rate of economic 
growth and regional income per capita of East Belitung regency indicates a significant 
progress. Economic growth in 2012 increases about 6.10 percent greater than in 2006 
(from 5.74 percent in 2006 to 6.09 percent in 2012). Regional income per capita also 
increases from Rp 12,288,688, - in 2006 to Rp 24,312,604, - in 2012, or an increase of 
97.85 percent.  
 
3. SWOT Analysis  
3.1.  An Analysis of Strategic Factor IFAS –EFAS in East Belitung  

Here is the calculation of the quality of internal and external factors in the 
tabulation of IFAS and EFAS analysis:  
 

   An Analysis of Strategic Factor IFAS 

No Strategic Factors Quality Rating  Score 

I Strengths (S) 
Tourism spots, culture, tradition, history, beautiful 
and natural scenary, and known as  a regency of 
1001 “warung kopi (warkop) and a country of a 
million rainbow 

 
0,1 

 
4 

 
0,4 

Some spots are used to be the set of Rainbow 
Troops film, the main target tourist destinations 
promoted by travel agencies. 

0,1 4 0,4 

Dissemination of information, promotion and 
marketing extensively and integrated in various 
forms such as exhibitions, bazaar of tourist 

0,1 3 0,3 
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products at provincial and national level as well as 
the cooperation tourism groups or agencies 
involved in the sale of tour packages by travel 
agencies.  

Ensuring participation of employees from 
Department of Tourism in seminars, meetings or 
exhibitions nationally and the representative of 
inter-provincial arts teams out of the regency to 
attend various festival. 

0,1 2 0,2 

Many communicative tourism products of East 
Belitung have already been displayed in the Office.  

0,1 3 0,3 

Hosted several provincial and national events, and 
events that are conducted neatly in a year by 
leafleats and brochures. 

0,1 3 0,3 

Tourists visits increase each year. 0,1 3 0,3 

The existence of support from various parties for 
the development of tourism, including tourism 
office has issued tourism magazines as reading 
material and brochures to be the source of 
information for tourists. 

0,1 4 0,4 

Hospitality and open nature of the population or 
community to the travelers as well as safety and 
comfort in pretty good attraction.   

0,1 4 0,4 

Access to air transportation of Jakarta is very easy 
and the price of tours offered is quite cheap, even 
some spots are not charged for entry.  

0,1 4 0,4 

Total 1,0  3,4 

II 
 
 
 
 
 
 
 
 

Weaknesses (W) 
Tourists have to travel 1.5 hours from the airport 
to get to Manggar (East Belitung), and a number of 
means of transportation to the tourism spots is 
very limited (no public transportation). 

 
0,1 

 
1 

 
0,1 

Travel agency is still limited, as well as tour 
packages (both in quality and quantity) and service 
tour operator or travel services have not been as 
expected.  

0,1 2 0,2 
 

The number of hotels, restaurants, and centers of 
culinary is still limited as well as hotel 
accommodation and restaurant services and 
professional guides yet.  

 
0,2 

 
3 

 
0,6 

Lack of professionals in tourism sector 0,2 3 0,6 

Limited quantity and quality of souvenirs sold  0,1 2 0,2 

Lack of investor’s interest in opening business in 
East Belitung.  

0,1 1 0,1 

Lack of awareness of local people to maintain the 
cleanliness and the environment around the 
tourism spots. Some of them are less well 
maintained and less attention from the local 

0,1 1 0,1 
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government.  

The difficulty of the local government to develop 
local tourism spots related to land acquisition 
constraints that are not sold by the locals as well as 
tourist support infrastructure is not sufficiently 
available (drainage, waste disposal, 
communication, health facilities, and money 
changer).  

0,1 1 0,1 
 

Total 1,0  2.0 

Score of Strength – Weakness ► IFAS = 3,4 – 2,0 = +1,4 

   Source: Research Data in 2014 

  An Analysis of Strategic Factor EFAS 

No Strategic Factors Quality Rating  Score 

III Opportunities (O) 
Belitung Island has been the main target of 
tourists market nationally. 

 
0,2 

 
4 

 
0,8 

Representing Belitung Island by its art teams 
to the national and international level, 
participating in various fairs or exhibitions 
held both national and international.  

0,2 4 0,8 

Cooperation with tourism groups or certain 
institutions.  

0,1 3 0,3 

Economic growth and deregulation 
undertaken by the government of East 
Belitung regency provides opportunities in 
tourism sector. 

0,1 2 0,2 

Launching of Culture Week  and various 
events in East Belitung. 

0,2 3 0,6 

Creating and developing souvenirs like 
typical ‘batik’ printing of East Belitung.  

0,2 4 0,8 

Total 1,0  3,5 

IV 
 
 
 
 
 
 
 
 

Threats (T) 
The image of tourism as a driver of drug 
trafficking, encouraging prostitution, and the 
spread of HIV-AIDS disease.   

 
0,2 

 
2 

 
0,4 

Tourism image as an environmental pollutant 
for art and culture, and national identity.  

0,1 1 0,1 

Nature and weather conditions affect the 
tourist visit who uses sea transportation.  

0,2 3 0,6 

Government policy in developing tourism is 
still halfhearted.  

0,2 3 0,6 

Investors in tourism sector has not been 
included into priority sector.  

0,2 3 0,6 

The increase of local people interest to travel 
to other regions.  

0,1 1 0,1 

Total 1,0  2,4 

Score of Opportunity  – Threat ► IFAS = 3,5 – 2,4 = +1,1 
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Source : Research data in 2014 

 

According to the formulation of quadrant on the figure of the urgent strategy to 

develop tourism sectors of East Belitung Regency is located in quadrant I (because its 

value +) or lied between the external opportunities and internal strengths (growth 

strategy) is a strategy designed to achieve the growth of tourists visit (frequency of 

visits and the origin tourist area), assets (objects and tourism attractions, facilities and 

supporting infrastructure). Based on that quadrant, the urgent strategy in quadrant I 

includes the rapid growth strategy, a strategy in increasing the growth rate of tourist 

visit with a faster time (the second year is greater than the first year and thereafter), 

and improving the quality of the the power factor to maximize the use of all the 

opportunities.  

              O 

                                            

    

                           

 

        

                         

                                          

  W    S 

                                                                                                                                                                   

                  

                                                                         

                                    

      

                     Source : LM-FEUI (H. Oka A. Yoeti : 1996) 
Figure 1.   The Tourism Development Position of East Belitung Regency 
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3.2. Matrix of SWOT Analysis of  Tourism in East Belitung Regency 

                                                                                                                     STRENGTH (S) 
 

WEAKNESS (W) 
 

1. Tourism spots, culture, 
tradition, history, 
beautiful and natural 
scenary, and known as  
a regency of 1001 
“warung kopi (warkop) 
and a country of a 
million rainbow 
 

2. Some spots are used to 
be the set of Rainbow 
Troops film, the main 
target tourist 
destinations promoted 
by travel agents 

 
3. Dissemination of 

information, 
promotion, and 
marketing extensively 
and integrated in 
various forms such as 
exhibitions, bazaar of 
tourist products at 
provincial and national 
level as well as the 
cooperation tourist 
groups or agencies 
involved in the sale of 
tour packages by travel 
agencies. 

 
4. Ensuring participation 

of employees from 
Department of Tourism 
in seminars, meetings, 
or exhibitions nationally 
and the representative 
of inter-provincial art 
teams out of regency to 
attend various festival. 

 
5. Many communicative 

tourism products of 
East Belitung have 
already been displayed 

1. Tourists have to travel 1.5 
hours from the airport to 
get to Manggar (East 
Belitung), and a number of 
means of transportation to 
the tourism spots is very 
limited (no public 
transportation). 

 
2. Travel agency is still 

limited, as well as tour 
packages (both in quality 
and quantity) and service 
tour operator or travel 
services have not been as 
expected. 

 
3. The number of hotels, 

restaurants, and centers of 
culinary is still limited as 
well as hotel 
accommodation and 
restaurant services and 
professional guides yet. 

 
4. Lack of professionals in 

tourism sector 
 
5. Limited quantity and quality 

of souvenirs sold 
 
6. Lack of investor’s interest in 

opening business in East 
Belitung. 

 
7. Lack of awareness of local 

people to maintain the 
cleanliness and the 
environment around the 
tourism spots. Some of 
them are less well 
maintained and less 
attention from the local 
government. 

 
8. The difficulty of the local 

INTERNAL 
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in the office. 
 

6. Hosted several 
provincial and national 
events, and events that 
are conducted neatly in 
a year by leaflets and 
brochure.   

 
7. Tourist visits increase 

each year. 
 

8. The exixtence of 
support from various 
parties for the tourism 
development, including 
tourism office has 
issued tourism 
magazines as reading 
material and brochures 
to be the source of 
information for tourists. 

 
9. Hospitality and open 

nature of the 
population or 
community to the 
travelers as well as 
safety and comfort in 
pretty good attraction. 

 
10. Access to air 
transportation of Jakarta is 
very easy and the price of 
tours offered is quite 
cheap, even some spots 
are not charged for entry. 

government to develop 
local tourism spots related 
to land acquisition 
constraints that are not 
sold by the locals as well 
as tourist support 
infrastructure is not 
sufficiently available 
(drainage, waste disposal, 
communication, health 
facilities, and money 
changer). 

 

OPPORTUNITIES (O) SO WO 

1. Belitung Island has 
been the main target of 
tourists market 
nationally. 
 
2. Representing Belitung 
Island by its art teams to 
the national and 
international level, 
participating in various 
fairs or exhibitions held 

1.Developing dan improving 
the quality of tourism 
products. 

 
2.Developing tourism 

promotion especially 
through the participation in 
various events either 
national or international. 

 
3.Developing and improving 

1. Developing and improving 
the human resources in 
tourism sector being 
professional  
 

2. Developing and increasing 
hotels and culinary centers 
through cooperation with 
investors. 

 
3. Developing the tourism 

EXTERNAL 



                                                      Transforming Business in Emerging Markets 
 

565 
 

both national and 
international. 
 
3. Cooperation with 
tourism groups or certain 
institutions. 
 
4. Economic growth and 
deregulation undertaken 
by the government of 
East Belitung regency 
provides opportunities in 
tourism sector. 
 
5. Launching of Culture 
Week  and various events 
in East Belitung. 
 
6. Creating and 
developing souvenirs like 
typical ‘batik’ printing of 
East Belitung. 

the 
facilities/infrastructures of 
tourism spots.  

 
4.Developing and improving 

the public facilities such as 
ATM, Money Changer, and 
Bank. 
 

spots management to keep 
them clean.  

 

THREAT (T) ST WT 

1. The image of tourism 
as a driver of drug 
trafficking, encouraging 
prostitution, and the 
spread of HIV-AIDS 
disease. 

 
2. Tourism image as an 

environmental 
pollutant for art and 
culture, and national 
identity. 

  
3. Nature and weather 

conditions affect the 
tourist visit who uses 
sea transportation. 

 
4. Government policy in 

developing tourism is 
still halfhearted. 

 
5. Investors in tourism 

sector has not been 
included into priority 
sector. 

1.Developing cooperation 
with many business 
sectors.  

  
2.Creating tourism sector 

as a leading sector and 
focusing on its 
development.  

 
3.Educating and socializing 
society about the negative 
impacts of tourism 
activities.  

1.Developing the 
empowerment of people 
involvement.  
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6. The increase of local 
people interest to travel 
to other regions. 

Source :  Research Data in 2014 

3.3 An Analysis of Strategic Factors IFAS –EFAS of Belitung Regency  
The calculation of the quality of internal and external factors is assesed by the 
score tabulation of IFAS – EFAS (Internal – Eksternal Strategic Factor Analysis 
Summary) as follows:  

 
 An Analysis of Strategic Factors IFAS 

No Strategic Factors Quality Rating  Score 

 
I 

Strengths (S) 
Having diversity and potential tourism spots like 
exciting marine tourism, and has an icon called 
the country of Rainbow Troops (Laskar Pelangi).  

 
0,2 

 
4 

 
0,8 

Airport is located in Tanjung Pandan, so every 
tourist is almost certainly enjoy the culinary and 
can stay in Tanjung Pandan.  

0,2 4 0,8 

Easy access of air transportation from Jakarta, 
quite cheap tour price offered, free of charge for 
several tourism spots, and easy to reach  the 
spots location.  

0,1 4 0,4 

Variative Star Hotels and culinary spots.  0,1 4 0,4 

Hospitality of local people to foreigners.  0,1 3 0,3 

Providing security and comfort in a secure area 
and public facilities more widely such as bank, 
ATM, hospitals, etc.  

0,1 3 0,3 

Investors have invested more in tourism sectors. 0,1 3 0,3 

The increase of local people interest in 
developing the potential tourism sectors.  

0,1 3 0,3 

Jumlah Bobot 1,0  3,6 

II 
 
 
 
 
 
 
 
 

Weaknesses (W) 
No integrated tourism information center  

0,2 2 0,4 

Lack of professional human resources in tourism 
sector. 

0,1 2 0,2 

Attracting many investors to overcome the lack 
of fund in developing tourism. 

0,2 2 0,4 
 

Inadequate supporting infrastuctures for tourism 
such as drainage, rubbish bin, public rest rooms, 
mushola,  communication, health facilities, and 
money changer. 

0,2 3 0,6 
 

Limited quantity and quality of souvenirs.  0,1 3 0,3 

Lack of people’s awareness to keep environment 
around tourism spots clean. Some of them are 
less attention from local government.  

0,2 1 0,2 
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Total 1,0  2.1 

Score of Strength – Weakness ► IFAS = 3,6 – 2,1= +1,5 

 
   An Analysis of Strategic Factors EFAS 

No Strategic Factors Quality Rating  Score 

 
III 

Opportunities (O) 
Developed flight route and 
many airlines for CGK-TJQ 
route. 

 
0,2 

 
4 

 
0,8 

Belitung Island has been the 
main target of domestic 
tourists.  

0,2 4 0,8 

Launching of Culture Week  
and various events in Tanjung 
Pandan, Belitung regency. 

0,1 3 0,3 

Creating and developing 
souvenirs like satam stone.  

0,1 3 0,3 

Representing Belitung Island 
by its art teams to the 
national and international 
level, participating in various 
fairs or exhibitions held both 
national and international.  

0,2 3 0,6 

Cooperation with tourism 

groups or certain institutions. 

0,2 4 0,8 

Total 1,0  3,6 

IV 
 
 
 
 
 
 
 
 

Threats (T) 
The image of tourism as a 
driver of drug trafficking, 
encouraging prostitution, and 
the spread of HIV-AIDS 
disease. 

 
0,2 

 
2 

 
0,4 

Tourism image as an 
environmental pollutant for 
art and culture, and national 
identity. 

0,1 1 0,1 

Nature and weather 
conditions affect the tourist 
visit who uses sea 
transportation. 

0,2 3 0,6 

Government policy in 
developing tourism is still 
halfhearted. 

0,2 3 0,6 

Low awareness of most local 
people to the environment. 

0,2 3 0,6 

Lack of the comfortable 
condition based on the tourist 

0,1 1 0,1 
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argument. 

Total 1,0  2,4 

Score of Opportunity  – Threat ► IFAS = 3,6 – 2,4 = +1,2 

   Source: Research data  in 2014 
 
According to the formulation of quadrant on the figure of the urgent strategy to 
develop tourism sectors of Belitung Regency is located in quadrant I (because its value 
+) or lied between the external opportunities and internal strengths (growth strategy) 
is a strategy designed to achieve the growth of tourists visit (frequency of visits and the 
origin tourist area), assets (objects and tourism attractions, facilities and supporting 
infrastructure). Based on that quadrant, the urgent strategy in quadrant I includes the 
rapid growth strategy, a strategy in increasing the growth rate of tourist visit with a 
faster time (the second year is greater than the first year and thereafter), and 
improving the quality of the the power factor to maximize the use of all the 
opportunities.  
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Source : LM-FEUI (H. Oka A. Yoeti : 1996) 
Figure 2.   The Tourism Development Position of Belitung Regency 
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3.4. Matrix of  SWOT Analysis of Tourism in Belitung Regency  

 STRENGTH (S) 
 

WEAKNESS (W) 
 

1. Having diversity and 
potential tourism spots like 
exciting marine tourism, 
and has an icon called the 
country of Rainbow Troops 
(Laskar Pelangi). 
 
2.. Airport is located in 
Tanjung Pandan, so every 
tourist is almost certainly 
enjoy the culinary and can 
stay in Tanjung Pandan. 
  
3. Easy access of air 
transportation from Jakarta, 
quite cheap tour price 
offered, free of charge for 
several tourism spots, and 
easy to reach  the spots 
location. 
 
4. Variative Star Hotels and 
culinary spots. 
 
5. Hospitality of local people 
to foreigners. 
 
6. Providing security and 
comfort in a secure area 
and public facilities more 
widely such as bank, ATM, 
hospitals, etc. 
 
7. Investors have invested 
more in tourism sectors. 
 
8. The increase of local 
people interest in 
developing the potential 
tourism sectors. 

1. No integrated tourism 
information center 
 
2. Lack of professional 
human resources in tourism 
sector. 
 
3.Attracting many investors 
to overcome the lack of 
fund in developing tourism. 
 
4. Inadequate supporting 
infrastuctures for tourism 
such as drainage, rubbish 
bin, public rest rooms, 
mushola,  communication, 
health facilities, and money 
changer. 
5.Limited quantity and 
quality of souvenirs. 
 
6. Lack of people’s 
awareness to keep 
environment around 
tourism spots clean. 
Some of them are less 
attention from local 
government. 
 

OPPORTUNITIES (O) SO WO 

1. Developed flight route 

and many airlines for CGK-

1. Preserving and increasing 

the variety of tourism 

1. Developing and 
improving the professional 
human resources in tourism 

INTERNAL 

EXTERNAL 
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TJQ route. 

 

2. Belitung Island has been 

the main target of 

domestic tourists. 

 

3. Launching of Culture 

Week  and various events 

in Tanjung Pandan, 

Belitung regency. 

 

4. Creating and developing 

souvenirs like satam stone.  

 

5. Representing Belitung 

Island by its art teams to 

the national and 

international level, 

participating in various 

fairs or exhibitions held 

both national and 

international. 

 

6. Cooperation with 

tourism groups or certain 

institutions. 

products.   

 

2. Preventing the image of 

tourism spots as a country 

of Rainbow Troops (Laskar 

pelangi) 

 

3. Developing and improving 

the tourism spots  facilities 

or infrastructures.  

sectors.  
 

2. .Increasing the tourism 
promotion especially 
through the participation 
in various events either 
national or international.  

 

3. Improving the tourism 
spots management to 
keep them clean. 
 

4. Improving the souvenirs 
variety and quality. 

 

THREAT (T) ST WT 

1. The image of tourism as 

a driver of drug trafficking, 

encouraging prostitution, 

and the spread of HIV-AIDS 

disease. 

 

2. Tourism image as an 

1. Developing cooperation 

with many business 

sectors.  

 

2. Educating and socializing 

society about the 

negative impacts of 

1.Increasing the public 

awareness on the 

importance of environment 

and sustainable tourism.  
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environmental pollutant 

for art and culture, and 

national identity. 

 

3. Nature and weather 

conditions affect the 

tourist visit who uses sea 

transportation. 

 

4. Government policy in 

developing tourism is still 

halfhearted. 

 

5. Low awareness of most 

local people to the 

environment. 

 

6. Lack of the comfortable 

condition based on the 

tourist argument. 

tourism activities. 

 

3. Preventing the image of 

tourism spots as a country 

of Rainbow Troops (Laskar 

pelangi) 

 

4. Increasing the public 

understanding about the 

importance of social and 

cultural tenacity. 

  

 

Source : Research data in 2014 

4.   Tourism Development Model 

Based on this study, the design of tourism development model of Belitung Island is 

Cooperation Forum Model. This model creates the booming momentum of Rainbow 

Troops as the early milestone or a gate of tourism development in Belitung Island. To 

thrive the tourism development being optimal and affect the economic growth and 

people’s prosperity, a planned, integrated, systematic, and sustainable development 

should be done by establishing a forum cooperated with many stakeholders namely 

Tourism Cooperation Forum of Belitung Island as follows:    
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Figure 3   
Cooperation Forum Model of Belitung Island’s Tourism 

 
CONCLUSION 

1. There has been a significant change of socio-economic condition in Belitung and 
East Belitung regency such as the growing number of hotels and hotel rooms, the 
increasing number of flights at H.AS Hanandjoedin airport Tanjung Pandan, income 
per capita, economy growth, number of restaurants, culinary business, and others.  

2. After SWOT analysis was implemented to the tourism condition in Belitung Island, 
several strategies come out as the followings:  

a. Cooperating with many stakeholders.  

Regional 
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b. Increasing the variety of tourism products, facilities at the tourism spots, and 
tourism promotion. The promotion includes the participation of parties to either 
national or international event.  

c. Preserving the image of Belitung as the tourism sector and the country of 
Rainbow Troops.  

d. Educating and socializing society about the negative impacts of tourism activities. 
e. Developing and improving human resources in tourism. 
f. Increasing the variety and quality of souvenirs. 
g. Increasing the people’s awareness on how important of environment and 

sustainable tourism. 
3.    Establishing a tourism forum and synergizing the tourism development of two 

regencies in Belitung Island by involving all stakeholders in tourism sector.  
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THE ANALYSIS OF CITRUS MARKETING SIAM IN MUSI RAWAS REGENCY 
 

Verry Yarda Ningsih, Adi Winata 
 

ABSTRACT 
 
This study aims to determine how much benefit citrus farming and to know how 
marketing channels and marketing functions in each citrus marketing agency in the 
village of Marga Puspita District of Megang Way Kebupaten Musi Rawas from May to 
July 2015. This study uses study (study cases) to determine the location of intentionally 
(purposive), while the sampling method used by the non-probability sampling method 
that gives equal opportunity or an opportunity for each element or to be made in the 
sample population. The results showed that the average profit citrus farm in the village 
of Marga Puspita is Rp. 28,323,725, - per person per year, while marketing in the village 
Marga Puspita consists of four marketing channels. 7 farmers marketing functions, 
collectors perform marketing functions 9, supermarket perform eight functions of 
marketing, retailers perform nine functions of marketing and consumer marketing 
perform one function. 
 
INTRODUCTION 
Indonesia is one of the country's second largest citrus importer in ASEAN after Malaysia, 
with the import volume amounted to 94 696 tonnes, while exports amounted to only 
1,251 tonnes with the aim to Malaysia, Brunei Darussalam and the Middle East. National 
citrus exports is still small compared to other citrus-producing countries such as Spain, 
Greece, Morocco and others. The development of national citrus is very important to be 
cultivated, in addition to increase farmers' income, employment, consumption of fruit 
and increase the exchange of national exports (Agency for Agricultural Research and 
Development, 2010). 
 
According to Irawan et al 2001 There are three main factors that led to the structure of 
agribusiness becomes discontinuous and the lack of competitiveness, namely: (1) there 
is no linkage of functional harmony between any activity or agribusiness, (2) the 
establishment of margin doubles so that the cost of production, processing and 
marketing of products which must be paid by consumers to be more expensive, so the 
agribusiness system is running inefficiently, (3) the absence of equality of bargaining 
power between farmers and other agribusiness, making it difficult for farmers to get a 
fair market price. 
 
The length of the marketing channels through which a result of agricultural commodities 
depends on several factors, 1) the distance between producers and consumers, 2) 
quickly whether or not the product is damaged, 3) the scale of production, 4) financial 
position pegusaha. Traders who have a strong keuanngannya trading system can 
perform more functions and tends to shorten the marketing channels (Hanafi and 
Saefuddin, 1986). 
 
The same is stated by Santika (1981) in Maskun (1992), that the marketing channels 
through which can be long or short depending on how marketing agencies play an active 
role in the marketing system. Then Limbong and Panggabean (1985) in Maskun (1992), 
put forward in the process of delivering goods from producer to consumer level required 
actions that can facilitate these activities and those activities called marketing functions. 
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Marga village District of Megang Way is one of the citrus production centers in Musi 
Rawas. Marketing channels chosen by the farmer influence on farmers' income due to 
short length of the marketing chain will lead to price differences and will affect the 
income of farmers. Hence both marketing channels and marketing functions of each 
institution into an important marketing is done in order to transform and improve the 
income of farmers that need to be known in order ,,,,,,,, The aim of this study was to 
determine how salauran marketing and marketing functions on each of the citrus 
marketing agency in the village of Marga Puspita District of Megang Way Musi Rawas. 
 
RESEARCH METHOD 
This research has been carried on in the village of Marga Puspita District of Megang Way 
Musi Rawas. The research method is done by using a case study (study cases). Sampling 
method for citrus growers in Non probility do with the method of sampling. Total 
population citrus farmers in the village of Marga Puspita District of Megang Way Musi 
Rawas is 25 kk farm and everything will be taken as respondents. While respondents 
marketing channels taken with Snow balling method (Ball Saju). Data that is required in 
this study are primary data and secondary data. The data obtained from the field further 
processed with tabulation method, to then explain in a descriptive and diagrammatic. To 
calculate the marketing margins then use the following formula: 
Mji = Hp - Hbi 
Where 
Mji = Margin marketing (USD / kg). 
Hp = sales price at the marketing agency (USD / kg). 
Hbi = The purchase price in the marketing agency (USD / kg). 
As for calculating the farmer's share is as follows: 
Fs = Hf / Hp X 100% 
Where 
Fs = The farmers receive (%) 
Hf = price received by farmers (USD / kg) 
Hp = price paid by consumers (USD / kg) 
 
RESULTS AND DISCUSSION 
Channel Marketing 
Based on data collected from 25 respondents citrus growers know that there are 4 
channels of marketing channels, namely; channel I of the farmers sell directly result 
citrus farmers, channel II farmers sell oranges to retailers last retailers sell to consumers, 
channel III of farmers sell oranges to the agent, the agent then sold to retailers and 
retailers sell to consumers, and channel IV citrus farmers sell to middlemen, traders sell 
to retailers last retailers sell to consumers, to more clearly seen as Fig. 1 below. 
  Saluran II 
   
         Saluran IV 
 
 
    Saluran III 
 
 
 
Figure. 1 Chanel Marketing 
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Pengumpul 
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Channel shortest is the channel I where from farmers to consumers, while the channel 
that is the longest is to III and IV where from farmers to traders to supermarkets and 
directly to consumers, and from farmers to traders to retailers and directly to 
consumers. Marketing Functions The marketing function is important in the process of 
marketing of citrus fruits. Every day marketing agencies perform functions in accordance 
with the needs of the institution. 
Table. 1. Functions Siam Citrus Marketing at Farmer, Trader Gatherer, Supermarket, 
Wholesalers Retailers and Consumers 
 
No Marketing Agencies Marketing Functions Carried Amount Proportion% 
1.Farmers 7 77.78 
2.Collector of 9 100.00 
3.Supermarket 8 88.89 
4.Traders Retailers 9 100.00 
5.Consumers 1 11.11 
Source: Results of study to Processed Data 2015 
I channel Farmers as traders, farmers perform seven different types of marketing 
functions with the proportion of 77.78% is divided on some marketing functions include 
the following: purchasing function, the sales function, the function of transporting, 
storage function, the function of packaging, market information function, the function of 
underwriting risks,  standardization function / sorting and financing. 
 
Sales function of farmers as sellers of garden produce directly kekonsumen without a 
sword collector. The transport functions of farmers transporting crops from the fields to 
the hands of consumers. Packaging functions, farmers do the packaging in the form of 
plastic bags before selling directly to the consumer so that the farmer is said to perform 
functions of the packaging. Functions of market information, farmers are looking for 
information to challenge the market price as a benchmark in determining the price. the 
function of underwriting risk, farmers bear the risk that shrinkage and damage while 
transporting from the land into the hands of consumers. Standardization and sorting 
functions, farmers perform the function of standardization and sorting aims to 
determine the same size, the same shape as the great standard-setting products in 
order to obtain high yields and financing, farmers have begun harvesting the cost of 
hauling up to the hands of consumers. 
 
Channel II farmers sell directly kepedagang retailers. Retailers perform nine functions of 
marketing with the proportion of 100.00%, as follows, namely: purchasing function, the 
sales function, the function of transporting, storage function, the function of packaging, 
market information function, the function of underwriting risk, standardize functions / 
sorting and financing. 
 
Purchasing function, traders buy products from farmers and transporting products 
purchased from farmers and then resell directly into the hands of the consumer, storage 
function, the merchant of storage while the product bought from the hands of farmers 
before reselling the consumer. 
 
Function packaging, traders do the packaging products have been bought from farmers, 
usually with the use of plastic packaging. Information function of the market, retailers 
are looking for market information to determine the resale price to the consumer. The 



                                                      Transforming Business in Emerging Markets 
 

577 
 

function of underwriting risk, traders bear the risk of rot and shrinkage. Functions 
standardization / sorting, retailers standardizing / sorting to determine the grade as a 
reference for determining the selling price. Traders perform financing functions ranging 
from purchasing to sales back into the hands of consumers. Traders do all the marketing 
functions, as traders acts as a conduit between farmers and consumers. 
 
Channel III farmers sell kepedagang collector, collecting a trader reselling 
kesupermarket. Traders perform nine functions of marketing with the proportion of 
100.00%, consisting of the purchase, sale, transport, storage, packaging, market 
information, underwriting risks, standardization / penyortian and financing. 
Supermarket perform eight functions of marketing 88.89% are as follows: purchase, 
sale, storage, packaging, market information, underwriting risks, standardization / 
penyortian and financing. 
 
Purchasing function, supermarket purchase products from the hands of collectors or 
suppliers. Sales functions, supermarkets sell back into the hands keonsumen. Storage 
function, supermarkets do storage for unsold product back into the hands of consumers. 
Function packaging, supermarket do the packaging of every product it sells back the 
hands of consumers. The function of underwriting risk, supermarket bear the risk of rot 
and shrinkage. Functions standardization / sorting, supemarket standardize and sorting 
every rotten product that has not sold. Finance function, supermarkets spend the 
purchase of arms traders to sell back into the hands of consumers. Channel IV farmers 
sell the hands of collectors, traders reselling kepedagang retailers. Sword retailers 
perform nine functions of marketing with the proportion of 100%, the marketing 
function are as follows: purchase, sale, transport, storage, packaging, market 
information, underwriting risks, standardization / penyortian and financing. 
 
Purchasing function, retailers buy products from the hands of traders then sell back into 
the hands of consumers. Sales functions, Retailers sell back products that have been 
bought to consumers. Functions of transportation, retailers carrying the product from 
the hands of collectors before selling back into the hands of consumers. Storage 
function retailers keep products that have been purchased from the hands of traders 
before reselling kekonsumen. Function packaging, retailers do packing every pruduknya 
sold the hands of consumers with a  
plastic bag. 
 
Information function of the market, retailers are looking for market price information is 
to determine the selling price back into the hands of consumers. The function of 
underwriting risk, retailers bear the risk of rot and shrinkage. Functions standardization / 
sorting, retailers determine standardization as a determinant of the resale price, the 
sorting is done to separate the good products and defective. Finance function, retailers 
pay ranging from purchasing, transport, packaging, to sell back into the hands of 
consumers, while consumers only perform one function of marketing with the 
proportion of 11.11%, ie direct purchase from the seller. 
 
Based on the results if the data is known that the manufacturers as traders tangerine 
oranges grade C sells directly to the consumer, by the consumer directly approached 
producers, consumers here in the mean is a restaurant as well as vendors that provide 
iced fruit drinks warm orange and lemon ice. Farmers sell to consumers at a price of Rp. 
6,000 / kg and the farmer's share in the can farmers by 83%. 
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Marketing channels II citrus producers sell to retailers by way retailers go to the 
manufacturer directly to buy oranges. The average manufacturer selling oranges to 
retailers at a price of Rp. 8,375 / kg for grade A and B, while grade C for Rp. 5,000 / kg 
with the selling price to the farmers Rp. 17,000 / kg for grade A and B, Rp. 12,000 / kg 
for grade C. While margins in the can retailers Rp. 8625 / kg for grade A and B, Rp. 7,000 
/ kg for grade C and the farmer's share in the can farmers by 49% for grade A and B for 
grade C 42%. 
 
In the third marketing channels citrus producers sell to traders, by traders came to the 
manufacturer directly with the price per kg Rp. 10,000 / kg, traders buy specialty citrus 
grade A and B because it will be deposited into the supermarket. 
 
Supermarket to buy oranges to a collector for a price of 15,000 / kg next supermarket to 
sell to consumers at a price of Rp.23.000 / kg. Margins were made by traders for 
Rp.7000 / kg, to the supermarket to get a margin of Rp. 6,000 / kg, while the farmer's 
share in getting farmers by 43%. 
 
In the marketing channel IV citrus producers sell to traders, by traders came to the 
manufacturer directly with the average price of Rp. 8,000 / kg for grade A and B, while 
for grade C Rp. 5,000 / kg. 
 
Furthermore, traders sell oranges to retailers by way of delivering directly to retailers 
orange with an average price of Rp. 12,000 / kg grade A and B Rp. 7,000 / kg for grade C, 
while retailers sell to consumers citrus directly to the way consumers visiting retailers 
directly, retailers sell oranges to consumers at an average price of Rp. 17,000 / kg for 
grade A and B and Rp. 12,000 / kg for grade C. Margin that were made by traders for 
grade A and B Rp. 4,000 / kg and Rp. 2,000 for grade C, while retailers get Rp. 5,000 / kg 
for grade A, B or C. Farmer's share in getting farmers by 47% for grade A and B and 42% 
for grade C. 
 
CONCLUSIONS AND SUGGESTIONS 
conclusion 
Based on the results of data processing and research, it can be concluded as follows: 
1. The average profit citrus farm in the village of Marga Puspita is Rp.28.323.725, - per 
person per year. 
2. citrus marketing channels in the village Marga Puspita consists of four marketing 
channels, farmers do 7 functions, collectors perform marketing functions 9, supermarket 
perform 8 functions pemsaran, retailers perform nine functions of marketing, and 
consumers perform one function of marketing. 
Suggestion 
Suggestions that the author wants to give based on the conclusions of the research in 
the field is expected to farmers in order to further pursue citrus farm and used as the 
main business priorities in order to improve yields higher and gain maximum revenue. 
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Abstract 

The purpose of this research is to examine the effect of perceived value and corporate 
image on customer loyalty in the context of high and low perception of financial 
switching costs. The method used in this research was survey, conducted to 300 
respondents as customer of banking services and yield 280 processable questionnaire. 
Structural Equation Modelling (SEM) as a statistical tool used to examine the proposed 
hypothesize within the maximum likelihood estimation technique. To test the 
moderation effect, customer perception of financial switching costs are divide into two 
groups, there are high perception of financial switching costs and low perception of 
financial switching costs. The result reveals that the moderation effect doesn’t have a 
significant role in both perception of financial switching costs, eventhough there is a 
differences between the perception of two group. There is a positive significant 
relationship between customer perceived value and customer loyalty in the context of 
high switching costs, and positive significant relationship between corporate image and 
customer loyalty in the context of high switching costs. It indicate that in the high 
perception of financial costs to switch to different provider, the customer will stay loyal. 
Keywords: Perceived value, corporate image, and financial switching costs. 
 
1. Introduction 
Competitive business environment could be as a trigger for some companies to engage 
strategic effort based on technological and innovative services, those will create a 
competitive advantage for the companies (Cronin et al., 2000). In the competitive 
environment, corporate reputation and corporate image are acknowledge as having the 
potential impact on customer loyalty toward to the firm (Nguyen and Leblanc, 2001). 
This relationship is intuitively appealing given the idea that the image and reputation are 
two socially constructed entities and derived essentially from the customer’s perception 
of a firm. To instill the perception in the minds of consumers (positioning) for excellence 
and quality toward company's reputation is not easy, because the conditions of 
competition and consumer behavior tends to be change at any time (Assael, 2004). It 
can be occur if there is a competitor in the category of banking services that will 
enhance the bargaining position on the part of consumers is getting stronger because of 
the many alternatives available for competitive services (Ball et al., 2006).  
 
Store loyalty is often associated with the image of the store, it happens because there is 
a predecessor of loyalty store that arise because of the cognitive and affective so that it 
becomes an important part determinant of consumer evaluations regarding the store's 
image and affect the repeat purchase (Dick and Basu, 1994). Corporate image associated 
with physical attributes and behavior of the company, such as company name, company 
building form, the variety of products or services, and the company's interaction with his 
business partner (Nguyen and Leblanc, 2001). However these concepts are extensively 
used in practice as positioning instruments to maintain or modify customer behaviour. A 



                                                      Transforming Business in Emerging Markets 
 

581 
 

review of the research to date, however, reveals little empirical evidence to support the 
relationship between corporate image and corporate reputation, as well as the widely 
shared beliefs regarding the in#uence of these constructs on customer loyalty.  
 
Empirical literature suggests that control measures no further research effort to obtain 
more complete perpective, for example, studies of concerted action on the goal 
repeatedly with all its limitations. If this is done, it would be useful to explore the 
reciprocal loyalty, namely the displacement of the brand (brand switching) whose 
research is still very small, both in terms of incentives to move the brand as well as the 
process of moving itself (Dharmmesta, 1999). The behavior of consumers who want to 
switch brand is one indication of consumer behavior that is not loyal to the brand. In this 
case if the consumer has the intention to move the service, then it should be 
investigated more specifically the things that cause consumers are not loyal, though can 
also be tested is also a precursor of unfaithful behavior is specific to the company's 
services. 
 
Wang (2010) research reveals that the effect of the perceived value of consumer and 
corporate image on customer loyalty will decline in the condition of high switching costs. 
If the perceived switching costs increase, the relationship between perceived value and 
customer loyalty to be down, and if the value perceived by the consumer increases, the 
effect of switching costs on a declining loyalty. The relationship between corporate 
image and consumer loyalty depends on the level of consumer perceptions regarding 
switching costs. Costs incurred include costs for searching for a new service because of 
differences in geographical services, the cost of learning is an adaptation costs using a 
product or a service provider due to the different characteristics of the service provider 
(Guiltinan, 1989; in Burnham et al., 2003).  
 
Wang (2010) examined the role of switching cost as a moderating variable to distinguish 
the characteristics of consumers who perceive perception of high switching costs and 
low switching costs on variables perceived value, service quality, corporate image and 
customer loyalty. Nevertheless, there is disclosed a switching costs component 
specifically which act as moderating variables. This relates to the theories expressed by 
Burnham et al. (2003), that the perception of consumers regarding switching costs can 
be increased by improving their perception of the complexity of the product or the 
heterogeneity of service providers, their switching experience, and use the other service 
providers. 
 
In the previous studies have not been tested specifically these components as a 
moderating variable or as a precursor of loyalty (Bloemer and Ruyter, 1998; Lam et al., 
2004; Yang and Peterson, 2004; Ball et al., 2006) and there is some research the results 
are still not specifically examine the components of switching costs, for example, Yang 
and Peterson (2004) and Wang (2010). Based on the research background and review of 
the literature on previous research (Cronin, et al., 2000; Burnham et al., 2003; Lam et al., 
2004; Hu and Hwang, 2006; Wang, 2010), then in this study empiricaly examined the 
antecedent of customer loyalty. In this study will be tested empirically the influence of 
financial switching costs as a moderating variable on perceived value and corporate 
image to customer loyalty. 
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2. Literature review and Hypothesis Development 
Heskett et al. (1994) define customer value as a comparison of the average attributes of 
a product obtained with the attributes given by the consumer. Perceptions about the 
sacrifice is also a factor that determines the perception of the value (Dodds et al., 1991), 
the perception of sacrifice represents an exchange or a comparison between the quality 
or benefits perceived by consumers on a product at a price they have paid. Price is 
included in the monetary component of perception regarding the price and non-
monetary components, such as the time or the energy used. Desarbo et al. (2001) 
suggested terms of value as an exchange between the perception of the buyer on the 
performance of a product and the costs incurred. 
 
Klemperer's (1987) reveals there are at least three types of switching costs, among 
others: the transaction costs, the cost of learning, and contractual costs. His research 
revealed that the firm regulatory policies that can reduce switching costs, such as 
reinforcing standardization of procedures of the company, is a good step that 
consumers remain committed and loyal.  
 
Burnham et al. (2003) evaluated the factors forming the switching costs and identified 
three types of switching costs. His research identified three types of switching costs, 
among other procedural switching costs, the costs associated with the loss of time and 
effort to find an alternative product or service. Financial switching costs are costs 
related to financial losses and the loss of the benefits obtained as a loyal customer. 
Relational switching costs are the costs associated with the loss of the consumer's 
psychological or emotional comfort. 
 
2.1 The Role of Financial Switching Costs On Corporate Image and Customer Loyalty 
Corporate image are the overall perception in the minds of consumers regarding 
performance, values, norms, products, traditions, and behavioral attributes of a 
company (Barich and Kotler, 1999; Nguyen and Leblanc, 2001). Consumer statement 
about pleasure, satisfaction, and comfort can be triggered by a situation that support 
within the company (Donovan and Rossiter, 1982; in Hu and Jasper (2010). If the value 
and benefits perceived by the customer on a high company will increase the positive 
perception they are about the performance of a company to meet customer needs. 
 
Corporate image associated with physical attributes and behavior of the company, such 
as company name, company building form, the variety of products or services, and the 
company's interaction with his business partner (Nguyen and Leblanc, 2001). His 
research revealed that the company's image has a direct influence on customer loyalty. 
 
Previous research revealed that the company's image indirectly have an effect on 
consumer loyalty (Bloemer and Ruyter, 1998). The indirect effect can occur because 
there was a moderating variables in this relationship, the results of his research reveals 
that when switching costs perceived as high will decrease the perception about the 
benefits to switch other providers or other services with better corporate image (Ball et 
al., 2006 ). Their study also revealed that the company's image was also a positive effect 
on customer satisfaction. 
Lam et al. (2004) conducted an exploratory study to determine whether there is a 
relationship between customer satisfaction and switching costs on customer loyalty. The 
results also showed that perceived switching costs are having a positive effect on 
customer loyalty, these findings are consistent with Burnham et al. (2003). In the 
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situations of high perceived switching costs, customers will continue to use the same 
service; and in the condition of low perceived switching costs, the perception regarding 
the low value can result in faster consumers changed service providers. 
 
Hu and Hwang (2006) reveals that customers do not have the will to switch to other 
providers when they perceive difficult services procedures, they do not have the 
supporting information for the evaluation at another provider. The performance of the 
new services, perceived as uncertain services or require too much time and mental 
effort to learn the new services. Wang (2010) revealed that the influence of corporate 
image on customer loyalty becomes weak when the consumer perception of the high 
switching costs. Based on these descriptions, then in this study to test the hypothesis as 
follows. 
 
H1: Corporate image has positive effect on customer loyalty and increase when 
perceptions about financial switching costs are high.  
 
2.2 The Role of Financial Switching Costs In Perceived Value and Customer Loyalty 
Shapiro and Varian (1999) as disclosed in Hu and Hwang (2006) revealed that perceived 
switching costs act as a barrier for customers to switch to use the service provider or 
other provider. Customers will consider the benefits obtained and psychological losts 
during the process of switching services, when they consciously want to switch 
providers. Customers will not switch if they perceive they incur costs that must be 
greater than the benefits they will received. 
 
Several studies reveal the effect of switching cost as a moderating variable in explaining 
the relationship between customer satisfaction and loyalty (Yang and Peterson, 2004; 
Jones et al., 2000). According to Yang and Peterson (2004), the effect of switching costs 
as a moderating variable in influencing the relationship between loyalty, perceived value 
and customer satisfaction are significantly known only at the level of customer 
satisfaction and perceived value above the average. They revealed that the higher the 
perceived switching costs, the greater the likelihood of consumer satisfaction and 
perceived value will form an increasingly strong customer loyalty. 
 
Burnham et al. (2003) shows that the three types of switching costs significant influence 
on consumer intentions to continue using the service provider at the time, so that the 
three types of switching costs explain more variation of the effect on customer 
satisfaction. Burnham et al. (2003) revealed a negative correlation between the 
perception of the product modifications to procedural switching costs. Customer who 
perceive lower procedural switching costs can also perceive lower costs associated with 
the modification of the product made by the company, it may directing the company for 
more modifications. Customer perceptions of the switching costs are more specifically 
described in this study by using appropriate financial switching costs definition and 
measurement by Burnham et al. (2003). Based on these descriptions, then in this study 
to test the hypothesis as follows. 
 
H2: The perceived value has positive effect on customer loyalty and increase when 
perceptions about financial switching costs are high.  
 
 
 



                                                      Transforming Business in Emerging Markets 
 

584 
 

3. Research Method and Model 
This research was conducted by survey using a questionnaire to obtain data directly. 
Setting this research was conducted in the city of Bengkulu by taking a sample of 
consumers of banking services in Bengkulu. Sampling is done with the consideration that 
every banking services have characteristics of different services, products offered is the 
kind of services with high involvement, technology based for financial transactions, and 
having a service procedures. The sampling method in this study conducted in a non-
probability sampling using purposive sampling technique. According to Neuman (2006), 
a purposive sampling technique is one of appropriate sampling techniques used in 
special situations.  
 
The sample size used in this study were 300 respondents, and resulted in a 
questionnaire that can be processed as many as 280 questionnaires. The sample size is 
the size of the sample that can be used for the method of Structural Equation Modeling 
(SEM). By using a maximum likelihood estimation technique, the ideal conditions that 
the technique could provide a stable and valid results with sample sizes as small as fifty 
samples.  
 

 Research Model  
 

  
 
 
 
 

H2 
 
 
  H1 
  
 

 
Source: Adapted from Yang dan Peterson (2004), Lam et al., (2004) and Wang (2010). 

Figure 1 
The model in this research was adapted according to some theories and studies of Lam 
et al. (2004), Wang (2010), and Yang and Peterson (2004). Research results Wang (2010) 
revealed that the influence of perceived value and corporate image on customer loyalty 
will decline in the condition of high switching costs. 
 
4. Validity and Reliability Measurement 
In this research, construct validity test conducted convergent validity and discriminant 
validity. Face validity test is based on the opinion of experts on the research that has 
been done before and the assessment of researchers. Perceived value construct 
measured using a five-point Likert scale adapted from Yang and Peterson (2004). 
Corporate image measured using five-point Likert scale with attention to indicators used 
in the study of Bloemer and Ruyter (1998) and Wang (2010) to make observations in 
each indicator. Customer loyalty measured using a five-point Likert scale adapted from 
Wang (2010). Perceived financial switching costs are measured using a five-point Likert 
scale adapted from Burnham et al. (2003). 
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Convergent validity test is done by looking at the value of Average Variance Extracted 
(AVE) which is calculated from the sum of the squared standardized factor loading 
divided by the number of items of measurement. Convergent validity test is done by 
looking at the value of Average Variance Extracted (AVE) which is calculated from the 
sum of the squared standardized factor loading divided by the number of items of 
measurement. AVE value smaller than 0.5 indicates that on average conditions, the 
more errors contained in these items than the variance explained by the structure of 
latent factors that affect the measurement (Hair et al., 2010). The results of convergent 
validity test are presented in Table 1. 
 

Table 1 
Average Variance Extracted (AVE) Value of Each Construct 

Construct AVE Value  

Perceived Value 0,521 

Corporate Image 0,503 

Loyalty  0,651 

Perceived Financial switching 
costs 

0,530 

   Source: procesed data. 
 
The discriminant validity test to examine how different a construct with the other 
constructs (Hair et al., 2010). Discriminant validity conducted by comparing the average 
value AVE of the constructs with two squared value of the correlation between the two 
constructs tested. The test results demonstrated good discriminant validity with the AVE 
value that is higher than the value of the square of the correlation between the 
constructs tested (Hair et al., 2010). Discriminant validity test results are presented in 
Table 2. 

Table 2 
Comparison of Average AVE Rated And Squares 

Correlation Between Constructs 

Construct 1 Construct  2 

Average  AVE 
on Construct 1 
and Construct 

2 

Squared 
Correlation on 

Construct 1 and 
Construct 2  

Description 

Perceived Value 
Financial Switching Costs 0,526 0,047 Valid 

Loyalty 0,586 0,122 Valid 

Corporate Image 0,512 0,311 Valid 

Corporate Image 

Loyalty  0,577 0,176 Valid 

Financial Switching 
Costs 0,521 0,058 Valid 

Loyalty 
Financial Switching 

Costs 0,590 0,201 Valid 

 Source: processed data. 
 
Based on Table 2, showed that overall, the average value AVE two constructs is greater 
than the squared correlation between two constructs tested in this test. Table 2 shows a 
comparison of the average value AVE two constructs and squared correlation values 
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between two constructs. If the average value AVE two constructs is greater than the 
value of the square of the correlation between the two constructs tested, then a 
construct is different or discriminated well to others construct. 
 
The constructs reliability in this research is done by looking at the results of the 
calculation of the value of the square of the number of standardized factor loading 
divided by the sum of the square of the number of standardized factor loading and the 
amount of error variance. Results of calculation of reliability construct that value is 
greater than 0.7 showed good reliability (Hair et al., 2010). Construct reliability results 
are shown in Table 3. 

Table 3 
Construct Reliability 

Construct  
Construct Reliability 

Value 

Perceived Value 0,872 

Corporate Image 0,756 

Loyalty  0,871 

Perceived Financial switching costs 0,882 

    Source: processed data. 
 
Based on Table 3 it can be seen that the value of construct reliability on perceived value, 
corporate image, loyalty and perceived financial switching costs have a value greater 
than 0.7 on each construct, so the constructs used in this research are had good 
reliability. 

 
5. Structural Equation Modelling Test 
Comparison of the structural model fit and the measurement model need to be 
conducted to determine whether the structural model tested reduces the model fitness 
on the specific relationship. The value of goodness of fit index of the structural model 
could not be better than the measurement model (X2 has lower value). A structural 
model tries to explain the overall relationship between construct as simple as possible. 
X2 value on structural model is lower than the value of X2 of measurement model, it 
shows a better fit in the structural model (Hair et al., 2010). Results of comparison of the 
goodness of fit of the measurement model and the structural model can be seen in 
Table 4. 
 
Based on Table 4, the chi-square value in the structural model (X2 = 370.3) is smaller 
than the chi-square value measurement model (X2 = 432.6), X2 value comparison results 
indicate that the structural model is better than the model measurement. Furthermore, 
it can be seen on the index normed Chi-square (X2 / df) and RMSEA the structural model 
showed a better value than the measurement model, the value of CFI structural model 
showed values greater than 0.9 so that the overall value of the goodness of fit of the 
structural model already good enough or appropriate with empirical data in this study. 
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Table 4 
Goodness of Fit Index 

Goodness of fit Index Measurement  Structural  

Chi-square (X2) 432,6 370,3 

Probabilitas Scaled Chi-square (p-value) 0,000 0,000 

Degree of freedom (df) 172 160 

Normed Chi-square (X2/df) 2,515 2,314 

Goodness of Fit Index (GFI) 0,792 0,903 

Comparative Fit Index (CFI) 0,891 0,897 

Root Mean Square Error of Approximation 
(RMSEA) 

0,068 0,054 

Sources: processed data. 
To test the hypothesis 1 (H1) we conducted data processing using the software AMOS 18 
to examine the critical ratio (CR) in the relation between construct, there was to 
examine the influence of corporate image on customer loyalty. Based on the results of 
data processing  presented in Table 5 shows the CR value of the relationship between 
store image and customer loyalty are 3.127 at a significance level of 0.002. These results 
indicate that the hypothesis 1 is supported at a significance level of 1% under the 
condition of high financial switching costs perceived by customers. Therefore, corporate 
image positively effect on customer loyalty when the customers perceived high financial 
switching costs.  

Table 5 
Estimated And Significant Value Between Construct 

Source: processed data. 

*FSC= Financial Switching Costs 
*C.R= Critical Ratio 
Testing Hypothesis 2 (H2) is performed to examine the effect of perceived value on 
customer loyalty. Based on the results of data processing using the AMOS 18 software 
reveals that value of the critical ratio (CR) in the relation between construct perceived 
value and loyalty are 2.943 at a significance level of 0.003. These results indicate that 
the hypothesis 2 is supported at a significance level of 1% under the condition of high 
perceived financial switching costs.  
 
 
 
 
 
 

Structural Relationship 
Between Construct 

Low FSC High FSC  

Estimated  Sig Estimated Sig 

Value  
Standardized 

Regression 
Weights 

*C.R 
p 

value 
value 

Standardize
d Regression 

Weights 
*C.R 

p 
value 

  Perceived Value  --->   
Loyalty -2,170 -4,174 -0,99 00,321 0,616 0,416 

22,943 
00,003 

Corporate Image--->   
Loyalty 2,372 5,334 11,265 00,206 0,401 0,417 

33,127 
00,002 
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The Result of Structural Equation Modelling of The High Perception of Financial 

Switching Costs 
 
 

 
 
 
 
 

Figure 2 
 
Description: 
 : Significant  
         : Not significant 
 
 

The Result of Structural Equation Modelling of The Low Perception of Financial 
Switching Costs 

 
 
 
 
 
 
 
 
Description: 
 : Significant  
 : Not significant 

Figure 3 
 
Researchers must examine the differences in the estimation results in two groups of 
lines or different models by looking at standardized value estimated. The differences of 
standardize estimated between construct in the two groups shows the effect of 
moderating variables with a certain significance level. If it is known that the estimated 
value significantly in both groups, then there is a moderating influence between 
construct. 

 
Based on Table 5 the results of estimated relationship between construct of perceived 
value and customer loyalty are significant only in one group of respondents, namely the 
group of respondents who perceive high financial switching costs. The group of 
respondents who perceived high financial switching costs have estimated value in the 
relationship between the constructs at 0.616 (p = 0.003). While the group of 
respondents who perceive lower financial switching costs indicate the estimated value 
of -2.170 (p = 0.321).  

 
The relationship between perceived value and customer loyalty appears stronger on the 
high perception of financial switching costs, with the estimated value of 0.616. Results 
of this analysis indicate that the financial switching costs can not act as a moderating 
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(1,561)  
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(1,116)  
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 (-0,99)  
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variable because results of the test statistically significant only in the group of high 
perception of financial switching costs. 

 
On the condition of perceived financial switching costs are low and customer perceived 
value also low, it can be easier for customer to switch to other service providers. 
Customer perceptions regarding switching costs is substantial, when the process for 
switching the service is a process that is difficult and costly, customers who do not get 
additional benefits will continue to use the service, and rejecting the dissolution of the 
relationship (Lam et al., 2004).  
 
6. Discussion and Conclussion 
The results of hypothesis testing shows the estimated standardized regression weight of 
0.401 with critical ratio value of 3.127 and p value of 0.002 (p <0.05) in the condition of 
high perceived financial switching costs and the estimated standardized regression 
weight of 2.372 with a critical ratio value of 1.265 and p value of 0.206 (p> 0.05) in the 
condition of low perceived financial switching costs. The value of the critical ratio of less 
than ± 1.96 indicate that the effect of store image on store loyalty is not significant. The 
results can be conclude that that the hypothesis 1 (H1) who stated that the corporate 
image has a positive effect on loyalty, supported, only on the high perception of 
financial switching costs. If the condition of perceived financial switching costs are low 
and consumer perceived value also low, it can be easier for consumers to switch to 
other service providers. 

 
The significant result in this study shows that the influence of corporate image on loyalty 
as has been previously hypothesized are not different from the reality experienced by 
the customers of banking services. Results of this study are similar to the findings of Hu 
and Jasper (2010), which revealed that a positive evaluation on a provider can increase 
the intent to use the same service provider. 

 
Results of testing the hypothesis 2 (H2) shows the estimated standardized regression 
weight of 0.616, the the critical ratio of 2.943 and have 0.003 value of significance level. 
The value of the critical ratio is greater than ± 1,96 so in the 5% significance level there is 
a significant effect in the relationship of perceived value to the customer loyalty. 
Significant results indicate that the effect of perceived value on customer loyalty that 
has been hypothesized in this study correspond to the reality that occurs in the 
perception of the customer in the banking industry. 

 
Hypothesis 2 (H2) which states that the perceived value has positive effect on customer 
loyalty and increase when perceptions about financial switching costs are high., 
supported. The results are consistent with the hypothesis that established and supports 
several theories and research of Yang and Peterson (2004), Jones et al. (2000) and Wang 
(2010). Consumer perceptions of the value and benefits of high product is the result of 
the evaluation of consumers about what they feel on the performance of a services. 

 
Based on the research that has been conducted and the limitations in this study, the 
researchers advise that the study is expected to provide better research opportunities in 
the future. The suggestions put forward in this study are as follows: 

 
1. Based on the research conducted, research will be expected to use other 

components of the switching costs construct. 
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2. Future studies are expected to use the experimental method. This is 
because the method is more robust to explain causality between 
construct. 
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ABSTRACT 

This study measures the level of readiness of Micro, Small and Medium Enterprises 
(MSMEs) Creative Industries in Bengkulu City in adopting the Information Technology 
(IT). Readiness levels are measured using the technology acceptance model (TAM) 
proposed by Davis (1989) and the Technology Readiness Index Readiness 
Technology/TRI (optimism, innovativeness, inconvenience and insecurity) are presented 
by Parasuraman (2000). Respondents were managers and employees of the creative 
industry SMEs, such as the advertising industry, architectures, art markets and antiques, 
crafts, fashion design, publishing and printing, IT services and software applications, 
television and radio. Sample selection technique was purposive sampling which criteria 
are MSMEs ever and are using an IT (whether based computer, internet, cellular 
technologies: GSM or CDMA, wifi or wimax). Data analysis techniques using Partial Least 
Square analysis (PLS).  
 
Key words:  Technology Readiness Index, Technology Acceptance Model, IT adoption, 

SME’s Creative Industry, Bengkulu 
 

INTRODUCTION 

History of global economic development showed that micro, small and medium 
enterprises (SMEs) are type of businesses that resistant to face the economic crisis. The 
ability to manage the domestic market and export provides great potential for SMEs to 
improve economies of scale and size of the company. Like in Bengkulu, at the time of 
economic crisis, the business sector in big categories and conglomerates many facing 
bankruptcy. Instead the business sector based on entrepreneurship is able to survive 
crisis. Some business sectors are classified in the category of SMEs play an important 
role in the growth and employment strategy, such as the creative industries (crafts, 
software applications, batik and cultural tourism). 

Important role of SMEs in the economy of Indonesia reflected in the increasing number 
of industries in every sector of the economy. Office of the State Ministry of Cooperatives 
and SMEs revealed that in 2000 there were at least 39 million SMEs in Indonesia. Of 
these at least 70 million workers absorbed or about one-third the population of 
Indonesia (BPS, 2008). However, it is undeniable that the classic problem faced by SMEs 
is difficult to growth because the problem of limited resources of capital, managerial 
skills, market access and assistive technologies, especially information technology (IT). 
Bossone and Lee (2004) states that SMEs with the particular characteristics have a great 
potential to penetrate the wider market share and leading to a global economic system 
with IT-based. 
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IT becomes a medium to build business networks, expand economies of scale, increase 
production efficiency and steer the company into a broader economic system. IT 
provides the opportunity for businesses to improve efficiency and effectiveness as well 
as being a tool to gain competitive advantage (Ives and Learmonth, 1984). A decrease in 
the cost of the use of information technology and the availability of software packages 
better and affordable in terms of price cause IT benefits can be enjoyed by small 
businesses (Thong, 1999). In addition, the rate of adoption of IT is an indicator of the 
comunity competitiveness (citizen advantage) of a nation. Therefore, diffusion of 
massive innovation needed to achieve this, particularly in SMEs. However, the data 
shows the rate of adoption of IT in SMEs is still very low. This was caused by factors 
other than lack of capital for investments in IT but also due to the lack of readiness 
factor for IT adoption.      

In general, the stages in the adoption of IT consist of stages of initiation, adoption and 
implementation (Pierce and Delbeck 1977) cited from Thong (1999). Initiation stage 
associated with the collection and evaluation of technological innovation. Adoption 
stage involves making decisions about adoption of technological innovations. The last, 
the implementation phase involves the implementation of technological innovations in 
the business. 

Research on IT adoption in SMEs is very important. Thong (1999) stated that the 
majority of research on small business is more concentrated to discuss the 
implementation stages, whereas the empirical research that examines the determinants 
of adoption of IT in small businesses is still relatively small. In fact, the study of the 
determinants of adoption and readiness of adopting IT provide strategic information for 
industry and government to formulate policies in the industrial development of SMEs. In 
addition, research on IT adoption tends to be done in large companies so that its 
findings can not be generalized to the adoption of IT in small businesses (Thong, 1999). 
This is because of the fundamental differences between large companies with small 
businesses, among other things: the size of the companies, economies of scale, 
managerial models and types of IT required. In addition, small businesses tend to have a 
centralized structure (centralized) by the leadership as a maker of mostly critical 
corporate decisions (Mintzberg, 1979 Thong, 1999). The central role of leadership 
reinforces the notion that leadership characteristics play a major role in the decision 
process to adopt IT.  

Another characteristic of small businesses related to IT adoption is related to lack of 
knowledge and technical skills related to IT either by the leadership and employees 
(Lees, 1987). Lack of knowledge about IT becomes an obstacle for small businesses in 
adopting information technology (Attewel, 1991). Based on this, it can be concluded 
that the role of managers as the sole decision makers in IT innovation and readiness of 
employees in IT adoption are the main factors that determine the success of the 
adoption and implementation of IT innovation. 
 
This study aims to assess the level of readiness of the creative industries SMEs in 
adopting IT by using the Individual Readiness Index to Technology (Technology 
Readiness Index / TRI) revision of the construct originally developed by Parasuraman 
(2000). This revision was based on the argument Liljander et al. (2006) which states that 
there is inconsistency in the findings of previous studies that use TRI. This is presumably 
because individuals to Technology Readiness Index is an index that measures the 
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readiness of individuals in general so not suitable for use specifically on applications or 
certain organizations. Therefore, this research is an interesting thing to conduct because 
it can give a different discussion. Technology Readiness Index previously measured the 
readiness of individuals to technology in general, more specifically in this study to 
measure the readiness of individuals to the adoption of IT within the context of creative 
industries SMEs. In addition, this study combines the technology acceptance model 
(Davis et al., 1989) with the Technology Readiness Indeks (Parasuraman, 2000). 
 
This study was replicated by modifying the research conducted by Walczuch et al. (2007) 
previously analyzed the effect of the readiness of individuals to technology to the 
acceptance of the technology is done on employee financial service providers. The size 
of the acceptance of the technology in this research is the perceived ease of use and 
perceived usefulness. In contrast to research conducted by Walczuch et al. (2007), this 
study adds the construct of behavioral intentions (behavioral intention) of Davis et al. 
(1989) as a measure of individual receipts. Behavioral intention is a measure of 
acceptance further than perceived ease of use and perceived usefulness of which is at a 
stage of confidence (belief). 

The results of previous studies, such as those performed by Davis et al., 1989; Taylor and 
Todd, 1995; Chau, 1996; Igbaria et al., 1997; Venkatesh and Davis, 2000; Lee et al., 2003, 
as well as Roca and Gagne 2007 showed that behavioral intention is a good predictor of 
the use of technology by users of the system. Based on these issues, this study aims to 
empirically examine the influence of individual preparedness on behavioral intention to 
use IT adoption. This study aims to identify the potential for adoption of IT in SMEs for 
IT-based creative industries by measuring the level of readiness of managers and 
employees in SMEs in IT adoption. The level of readiness will be measured using the 
technology acceptance model (TAM) proposed by Davis (1989) and the Technology 
Readiness Index (RTI) proposed by Parasuraman (2000). By measuring the level of RTI 
and perception managers and employees of an IT then the level of preparedness of 
SMEs in adopting an IT can be measured.  

This research is important because by knowing the potential of IT adoption in the IT-
based SME creative industries - by measuring the level of readiness of managers and 
employees in SMEs in adopting IT - can be prepared a variety of anticipation to develop 
the potential and competitiveness of SMEs in the IT. Therefore, the higher level of SMEs 
readiness in adopting IT, the higher potential level of citizen advantage in international 
perspective. 
  

LITERATURE REVIEW 

Technology Acceptance Model (TAM) 

Theory of the use of IT systems that are considered very influential and is commonly 
used to describe the individual acceptance of information systems is the Technology 
Acceptance Model (TAM) (Davis, 1989). Davis et al. (1989) in his study, found that there 
are three determinants in the use of computer managerial namely: (1) The use of the 
computer by the community can be predicted in a rational way of intention (intention), 
(2) perceived usefulness is a major determinant of intent people in using computers and 
(3) perceived ease of use is the second determining factor of society intent in using 
computers. 
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TAM is a revision of the Theory of Reason Action (TRA) proposed by Fishbein and Ajzen 
(1975). TRA proposition sequential process and causality between the constructs that 
affect the behavior of the use of IS. This theory assumes that human behavior is driven 
by intentions, attitudes and beliefs are influenced by subjective norm to do something 
consciously. This theory is then become a basic model of behavior which is adapted by 
research in the field of IS. TRA has been criticized by Triandis (1980) because of the 
assumptions used can not be used in any situation or condition. Basically, humans do 
not always behave in a conscious (voluntary), sometimes people act emotionally or 
forced to act (mandatory). Therefore, according to Triandis (1980) should TRA separate 
the cognitive and affective aspects in the dimension of attitude? Davis (1989) developed 
a model of TRA by replacing the construct of confidence (belief) to construct perceived 
usefulness and perceived ease of use construct. TAM considered more parsimonious 
models in explaining the behavior of the use of IS and supported by many empirical 
research results. However, TAM model separates the cognitive and affective aspects to 
make the construct of confidence (belief) as cognitive and attitude (attitude) as affective 
aspects.  

TAM development is then performed by Igbaria et al. (1996) by adding constructs 
perceived enjoyment in early models TAM. This addition is starting to show the 
separation of cognitive and affective aspects of the construct attitude. Van der Heidjen 
(2004) and Chesney (2006) used the same model to compare the utilitarian aspect and 
the pleasure of IS. Research results indicate that perceived usefulness is more influence 
than the perceived pleasure in IS recreational use.  

This study uses the variables used in the model TAM (Davis et al. 1989), the perceived 
usefulnees, perceived ease of use. Selection was based on several reasons, namely: 
1. TAM is a useful model of behavior to answer the question why a lot of applied 

information systems failed because the wearer does not have the intention to use 
it. Not many models the application of IT systems that include psychological or 
behavioral factors in the model and TAM is one consideration. 

2. TAM was built with a strong theoretical basis. 
3. TAM has been tested with many studies and the results largely support and 

concluded that TAM is a good model. Even TAM has been extensively tested and 
compared with other models, such as TRA and TPB and the results are consistently 
that TAM is good enough. 

4. Excess TAM's most important is this model is a parsimonious model that models a 
simple but valid. 

 

Individual readiness 

Individual readiness to technology refers to the tendency of a person to receive and use 
technology to accomplish the purpose of domestic life and in the workplace 
(Pasuraman, 2000). Individuals construct Readiness against technology can be seen as 
the overall state of mind resulting from mental gestalt driving and inhibiting that 
collectively determine the tendency to use new technologies.  

Individual readiness to technology defines four user groups are separated based on their 
personality characteristics common to the two motivations of new technology and the 
two factors become an obstacle. Individual Readiness to Technology covering 
(Parasuraman, 2000): 
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1. Optimism. Positive views toward the technology. Belief in improving control, 
flexibility, and efficiency in life because technology; 

2. Innovativeness. The tendency to be an early adopter of a new technology; 
3. Discomfort. Have a need to control and the sense of being overwhelmed; 
4. Insecure. Do not trust the technology due to reasons of security and privacy. 

Optimism and innovativeness are a positive trigger for the readiness of the individual to 
the technology. Both of these variables encourages a person to use the new technology. 
Discomfort and insecurity is the negative attitude that is inhibiting that makes a person 
reluctant to use the technology. 
 
Creative Industry Scale Small, Micro and Medium Enterprises (SMEs) 

Creative industries are one sector that is heavily involved in partnerships with medium 
and large businesses. Franz Gelbke (May 22, 2008) as an adviser to the German for 
Research and Technology presented his experience to develop SMEs in Germany. He 
expressed about the system and the purpose of innovation in Germany. The key in the 
innovation system is seriousness (commitment) related parties of operating the system. 
While the goal of innovation is to improve the competitiveness of SMEs which will lead 
to an increase in Gross National Product (GNP). Technology utilization can be increased 
through the transfer of technology (technology transfer). This requires a process of 
technology transfer intermediary bridge between industry and litbangyasa. In the 
national innovation system mechanisms need communication / dialogue across 
institutions. Good communication and dialogue can support the success of the 
intermediation process. Formation of PI-SME is a mandate contained in Presidential 
Decree No. 6 Year 2007 on the Acceleration of Development of Real Sector and SME 
Empowerment. Programs PI-SME will be synergized with programs that are already in 
technical institutions and other relevant institutions. Pilot PI-SME Project consists of 
three (3) groups: agribusiness, manufacturing, creative industries (AD-DDIPT). 
 

Relationship between Optimism and Perceptions of IT adoption 

Less optimistic type of person to focus on the negative things that are more open in 
dealing with technology. Someone who can accept the situation more optimistic and 
less likely to shy away from the reality. Therefore, optimistic have more desire to use 
new technologies (Scheier and Carver, 1987). Optimistic leads to a more positive 
attitude and will help bring a more positive attitude toward computers (Loyd and 
Gressard, 1984; Muger and Loyd, 1989). 

The optimistic face everything actively than the pessimistic. This view is more effective 
in achieving positive results. It is inversely related to emotional distress, anxiety, and 
fears of a bad experience (Taylor et al., 1992). Individuals who have high optimism is not 
much considering the restrictions that may occur. Based on these statements, it is 
assumed that an optimistic will perceive the technology as it is easy to use because of 
the lack of concern of the possibility of negative results. 

In his studies of individual preparedness against employees who are engaged in services, 
Walchuzhet al. (2007) found that the optimism of the employees had a significantly 
positive effect on perceived ease of use of information technology. In the context of this 
study, a person who is optimistic on the adoption of IT will have the perception that the 
adoption of IT is easy to use. 
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H1: Optimism have positive effect on perceived ease of use 

Optimism is a tendency to believe that the person will generally get good results than 
bad in his life (Scheier and Carver, 1987). Someone who is optimistic on a particular 
technology will feel that the technology is useful. The statement in accordance with the 
findings of the study Walchuzhet al. (2007) which states that the optimism of the 
employees had a positive effect significantly on perceived ease of use of information 
technology. Thus, a person who is optimistic on the adoption of IT will improve 
perceptions of the usefulness of IT adoption. 

H2: Optimism have a positive effect on perceived usefulness 

Relationship between Innovativeness and Perceptions of IT adoption 

Inovativeness is considered as a trait, not influenced by environmental or internal 
variables (Agarwal and Prasad, 1998). Innovators less reliance on subjective evaluations 
of others in the social environment of the consequences of adopting new innovations 
(Rogers, 1995). Someone with high PIIT (Personal Innovativeness in Technology 
Information) will have a positive perception with technology. Someone who inovative 
with the information technology (PIIT) is a person's desire to try any new information 
technologies (Midgley and Dowling, 1978; Flynn and Goldsmith, 1993). Karahanna et al. 
(1998) showed that the more innovative a person, then he will have a set of beliefs 
about the increasingly complex new technologies. Someone who will feel the innovative 
technology is an easy thing. The argument is supported by the findings of a study 
conducted by Walchuzhet al. (2007) which states that innovativeness significantly have a 
positive influence on perceived ease of use. In the context of the adoption of IT, 
innovative person who will perceive that adoption of IT is easy to use. 

H3: Inovativeness have a positif effect on perceived ease of use 

Someone who is innovative inclined to think that he would lose certain benefits when 
not try the new technology. Someone who will use the innovative new findings even 
when the potential value of these findings is uncertain and the benefits are unclear 
(Walchuzh et al., 2007). In the context of this study revealed that the person who will 
consider the adoption of innovative IT useful for the learning process. 

H4: Inovativeness have a positif effect on perceived usefulness 
 

Relationship between Insecurity and Perceptions of IT adoption 

Barrier of acceptance of the technology one of which is the consideration of security and 
privacy issues (Chen et al. In Walczuch et al., 2007). This can cause anxiety in accepting 
new technologies. Someone who feels insecure would reduce its intention to use a 
particular technology (Walczuch et al., 2007). Concerns, as described by Walczuch et al. 
(2007), is the result of the avoidance of the use of computers because of fears of 
individuals that is smooth to the technology. The reason for this lies in one's own 
skepticism towards new technology. Thus, individuals who feel insecure on a technology 
will reduce the perception of ease in using the technology.  

In his studies of individual preparedness against technology employees who are engaged 
in services, Walchuzhet al. (2007) found that the insecurity of employees of technology 
have significantly negative effect on the ease of use of these technologies. In the context 
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of IT adoption, individuals who feel insecure in using IT adoption will feel the adoption of 
IT is not easy to use. 

H5: Insecurity have a negative effect on perceived ease of use 

Insecurity arises because a person feels no confidence in technology for security and 
privacy reasons (Parasuraman, 2000). This will lead to suspicion and reduce the 
perception of usefulness in a particular information system (Walchuzhet al., 2007). 
Walchuzhet al. (2007) found a negative effect of insecurity on perceived usefulness. In 
the context of IT adoption, individuals who feel insecure in using IT adoption will feel 
useless IT adoption. 

H6:  Insecurity have a negative effect on perceived usefulness 

 

Relationship between discomfort and Perceptions of IT adoption 

People with high scores of discomfort will perceive the technology more complex. The 
perception would lead to the perception that the technology is less easy or difficult to 
use. People with a high level of discomfort is less like a model with features that prefer 
technology to the standard model that is simpler (Parasuraman, 2000). The opinion 
above is consistent with the results Walczuch et al. (2007) who found that the 
inconvenience employees had significantly negative effect on perceived ease of use. In 
the context of IT adoption, it can be stated that the higher the person's level of 
discomfort to the adoption of IT, the lower perceptions of the ease of use of IT adoption. 
 
H7:  Discomfort have a negative effect on perceived ease of use 

Discomfort was defined as the need for control and the sense of being overwhelmed 
(Parasuraman, 2000). Sense of being overwhelmed causing a perception that technology 
is useless (Walczuch et al., 2007). In the context of IT adoption, inconvenience someone 
to adoption of IT will lead to increasingly poor perception of the usefulness of the IT 
adoption. 

H8:  Discomfort have a negative effect on perceived usefulness 

Relationship between Perceived Ease of Use and Perceived Usefulness 

Several empirical studies (Taylor and Todd, 1995; Venkatesh and Davis, 2000; Venkatesh 
and Morris, 2000) showed that the perceived ease of use is a significant and positive 
effect on the perception of usefulness. Individuals who feel that the information system 
is easy to use then he will feel that the information system was useful. In the context of 
this study, it can be stated that a person who perceives the IT adoption is easy to use 
then he will also perceive the adoption of IT is useful. 

H9: Perceived ease of use have a positive effect on perceived usefulness 
 

Relationship between Perceived Ease of Use, Perceived Usefulness and Behavioral 
Intention to Use IT Adoption 
Perceived easy of use and perceived usefulness both found to have an effect to the 
intention of behavioral to use IT systems (Davis et al., 1989; Chau, 1996; Igbaria et al., 
1997; Lee et al., 2003, Roca and Gagne, 2007). IT users have the intention of using the IT 
system if you feel the IT system useful and easy to use. In the context of the adoption of 
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IT, one would intend to use IT adoption if he feels the adoption of IT is easy to use and 
useful. 

H10:  Perceived easy of use have a positive effect on  Behavioral Intention to Use IT 
Adoption  

H11: Perceived usefulness have a positive effect on Behavioral Intention to Use IT 
Adoption  

 
RESEARCH METHODS 

This research is an explanatory-confirmatory study, the research uses a statistical 
approach to analyze data obtained from the results of the questionnaire survey based 
concepts and theories that can explain the readiness of IT adoption by SMEs in the 
creative industries in Bengkulu. Data were collected through self-administered 
questionnaire with a structure enclosed statement to confirm various information and 
concepts that explain the phenomenon of adoption of IT in SMEs. 

This study uses primary data taken directly from the research subjects, namely 
managers and employees of SMEs in the IT-based creative industries, such as the craft 
industry, manufacturers of software applications and cultural tourism in Bengkulu. The 
sampling procedure is non-probability sampling using purposive sampling method. The 
criteria used in determining the respondents are SMEs ever and are using a TI, both 
based computers, the Internet, cellular technology such as GSM or CDMA, wifi or wimax 

Tests of research instruments conducted through pre surveys with smaller samples in 
order to determine the validity and reliability of existing instruments that could be used 
to repair items that meet the requirements of the question before the actual survey. 
Although the items of the questions used in this study has been used in previous studies 
and declared valid and reliable, but the items need to be re-examined this question 
validity and reliability. 

Testing data on exploratory studies conducted using content analysis of the data while 
in an explanatory study were tested using the method of Structural Equation Modeling 
(SEM) -based variant by using analytical tools Partial Least Square (PLS) with the help of 
application SmartPLS Ver. 2.0 M3. 
 

RESULTS  

Measurement Model 

Measurement model in PLS is used to test the construct validity and reliability testing of 
measurement instrument. Strong correlation between the constructs and the items 
questions and a weak association with other variables is one way to test the construct 
validity. Construct validity was measured using convergent validity (convergent validity) 
and discriminant validity (discriminant validity).  Convergent validity test in PLS with 
reflective indicators assessed by loading factor (correlation between item score / score 
components with a score of constructs) indicators that measure the construct. Hair et al. 
(2006) suggested that the rule of thumb that is used requires loading values > 0:50 
considered practically significant. The higher the factor loading value, the better the 
indicator questions used represent the matrix factor. In addition, the rule of thumb that 
is used to test the convergent validity is communality > 0.5, and the average variance 
extracted (AVE) > 0.5 (Chin, 1995). 
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Based on the test results of the measurement model of research shows that individual 
involvement in social network sites has AVE and communality values respectively 0.499 
and 0.499 which is close to 0.5. Therefore, the latent constructs individual's involvement 
in social network sites is still considered appropriate to meet the requirements of 
convergent validity. In addition, other latent constructs in this study had good 
convergent validity with the outer loading values > 0.7, average variance extracted (AVE) 
> 0.5, and communality > 0.5. Thus, the overall measurement model test results have 
met the test of convergent validity. 

When viewed from the sample size needed for significance, the sample size of 100 
respondents loading factor is considered significant if it has a value of at least 0.55. 
Based on the data, eight indicators in the model do not meet the criteria for convergent 
validity. The indicators are OTM3, OTM4, OTM7, KTY4, KTY5, KTY6, KTY7, dan KTY8. 
These eight indicators are not used in subsequent analyzes.  

This study also uses discriminant validity of measurement. Measurement of discriminant 
validity of the measurement model in PLS can be assessed based cross loading of 
measurements with their construct. Discriminant validity test results showed that the 
correlation between the constructs with indicators higher than the correlation with the 
indicators in the other constructs. Thus, it can be concluded that the model is 
constructed in this study have met the test of discriminant validity. 
 

Reliability of a measure indicates the stability and consistency of an instrument to 
measure a concept or a variable (Cooper & Schindler, 2006; Hair et al., 2006). Reliability 
can be measured by looking at the value of Cronbach's alpha and Composite Reliability. 
Cronbach's alpha reliability measure the lower limit value of a construct, while 
composite reliability measure the real value of reliability of a construct (Chin & Gopal, 
1995). Rule of thumb of alpha value or composite reliability should be greater than the 
value of 0.7 although 0.5 is still acceptable in the explorative nature of the study (Hair et 
al., 2006). The results show the value of Composite Reliability of each construct was 
above 0.50 so it can be stated that the measure used in this study is reliable. 
 

Structural Model 

Hypothesis testing using the PLS structural model, which is based variant regression 
techniques. This study tested two hypotheses for the direct relationship between the 
independent variables with the dependent variable. Figure 1 below presents the results 
of testing the structural model. 
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Figure 1 Structural Model Output 

 
Table 1 presents a summary of the PLS structural model testing output for hypothesis 
testing. 

Table 1 Summary of Hypothesis Testing Results 

The Hypothesis Proposed  

Hypothesis 
Test Results 

(t-value) 
Resume 

H1: Optimism have positive effect on perceived 
ease of use 

1.371912 Not Supported 

H2: Optimism have a positive effect on perceived 
usefulness 

0.183298 Not Supported 

H3: Inovativeness have a positif effect on 
perceived ease of use 

1.434217 Not Supported 

H4: Inovativeness have a positif effect on 
perceived usefulness 

0.000121 Not Supported 

H5: Insecurity have a negative effect on perceived 
ease of use 

0.406291 Not Supported 

H6: Insecurity have a negative effect on perceived 
usefulness 

1.002252 Not Supported 

H7:   Discomfort have a negative effect on 
perceived ease of use 

5.331403 Supported 

H8: Discomfort have a negative effect on 
perceived usefulness 

0.802672 Not Supported 

H9: Perceived ease of use have a positive effect on 
perceived usefulness 

4.778335 Supported 

H10: Perceived easy of use have a positive effect on  
Behavioral Intention to Use IT Adoption 

1.584125 Not Supported 

H11: Perceived usefulness have a positive effect on 
Behavioral Intention to Use IT Adoption 

2.815449 Supported 

 



                                                      Transforming Business in Emerging Markets 
 

603 
 

Based on the tabulation of the results of hypothesis testing above, the conclusions of 
the eight hypotheses proposed only three hypotheses are supported. In general, the 
results of this study produced empirical model to measures the level of readiness of 
Micro, Small and Medium Enterprises (SMEs) Creative Industries in Bengkulu City 
adopted the Information Technology (IT). However, improvement and development of 
the research design needs to be done further, especially related to sample selection and 
improvement of stronger internal validity. 
 

CONCLUSION AND RECOMMENDATION 

The development of information technology, especially in the aspect of information 
systems helps people to facilitate transactions such as the purchase and sale of goods. 
Even through internet media the purchase of goods has becomes more easy, fun, and 
even more economic. Online purchase can save costs, facilitate purchase, payment, and 
even faster. This research is important to know the motivation of creative industries 
SME businesses adopting IT by measuring the level of readiness of managers and 
employees in SMEs in IT adoption. To answer the research question, the technology 
acceptance model (TAM) is integrated with models Technology Readiness Index (RTI) 
and behavioral intentions to use IT adoption. 

The study found that the inconvenience have a negative significant effect on behavioral 
intentions to use IT adoption. The higher manager and employee are in creative 
industries perceive inconvenience, the lower perceived ease of use by them. Factors 
discomfort can be influenced by many things, for example, complexity of use, the lack of 
experience of use, and the user dislikes, to the perception of features that are not 
appropriate. This significance of hypothesis testing results show that in general, people 
prefer technology with a standard model and simple. This is in line with the opinion of 
Parasuraman (2000) which suggests that people with high levels of discomfort that are 
less like IT models with various features. Furthermore, the findings of this study are also 
consistent with the results Walczuch et al. (2007) who found that the inconvenience 
employees had significantly negative effect on perceived ease of use.   

Statistical tests also found that the perceived ease of use have significant positive effect 
on perceived usefulness. SME managers and employees in creative industries likes 
technology that having standard model and more simpler when compared to technology 
that has many features and complicated. The owner needs to prepare various 
anticipatory strategies to develop the potential and competitiveness of their businesses 
in the IT adopting one through simplification features. Perceived ease of use as a 
person's level of confidence that in using a particular system is not required of effort. 
The higher the level of discomfort an individual uses of IT, the lower perceptions of 
perceived ease of use. To improve the competitiveness of the public (citizen advantage), 
a variety of factors that can cause feelings of discomfort to the users need to be 
eliminated. Inconvenience factor is believed to be an inhibitor of the individual 
readiness of the technology.   

The results also confirm the findings of previous empirical studies (Taylor and Todd, 
1995; Venkatesh and Davis, 2000; Venkatesh and Morris, 2000). Individuals who feel 
that the information system is easy to use then he will feel that the system was useful 
information. Although efforts according to each person is different but in general in 
order to avoid rejection of the system users on the system developed, then the system 
must be easily applied by the user without removing the burdensome effort, intensity of 



                                                      Transforming Business in Emerging Markets 
 

604 
 

use and the interaction between users and the system can also show the ease of use. 
The concept of ease of use indicates the degree to which a person believes that the 
information systems are easy and requires no effort from the wearer to be able to use it. 
Furthermore, perceived ease of use is also believed to be able to create the perception 
of efficiency efforts (both time and energy) a person in the study of information 
technology. This concept includes the purpose of clarity and ease of use of information 
systems for the purpose of use of the system in accordance with the wishes of the user. 
It gives the sense that if the information system is easy to use, then the user will tend to 
use the information system. These findings become inputs for the SME business people 
to create the perception of user friendly (ease of use) for managers and employees to be 
able to create the perception of ease of use that will eventually encourage managers 
and employees to use these technologies.  

The results of the study is also revealed that perceived usefulness have a positive effect 
on behavioral intentions IT adoption. Davis (1989) states that a person's perception of in 
using the technology will be able to improve its performance. The results of this study 
imply that the perceived usefulness significantly influence behavioral intentions to use IT 
adoption. Perceived usefulness is a degree to which a person believes that a particular 
system user will be able to increase the person's job performance. This may imply that 
the expediency of the use of ICTs can improve performance, work performance of 
people who use it. This result is in line with the opinion of Thompson et. al (1991) 
concluded that the usefulness of information technology are the benefits expected by 
users of information technology in performing duties. Thompson (1991) also mentions 
that people will use ICT if these people know the benefits or utility (usefulness) is 
positive over its use. 

So that the conclusions obtained, the creative industries SME owners need to anticipate 
the various things that hinder the adoption of IT by managers and employees to develop 
the competitiveness of SMEs in IT. By reducing the inconvenience of managers and 
employees to IT, the potential level of competitiveness of the public (citizen advantage) 
in an international perspective can be increased. Barriers (obstacles) IT adoption can be 
minimized by reducing the inconvenience to users and to improve ease of use and 
perceived usefulness perceived that will encourage keprilakuan intention in adopting IT. 

This study is also has some limitations that could affect the study results. The advice can 
be given, among others: 
1. This study used a sample size of 100 respondents who are managers and employees 

of SMEs in the creative industries in Bengkulu. To improve the generality of research 
results and reduce the deviation of data, further research can use a larger number of 
samples. 

2. The model used in this study is the incorporation of the technology acceptance 
model (TAM) Technology Readiness Index (RTI), and behavioral intention of 
adopting IT. Integration of observational study variables such as The Role of 
Personality in IS use in the context of MSMEs Creative Industry is very interesting to 
do. 

3. Accuracy of researchers in establishing a research model by integrating the various 
IT adoption theories are indispensable. Development of a model in the context of a 
particular research observation may not be able to be applied properly in the 
context of other research observations. Modeling technology transfer in the creative 
industries SME sector also needs to be tested in the context of other research 
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observations to produce valid and reliable models in explaining the process of 
technology transfer. 
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Abstract 
The concept of ethical bring awareness that unethical or deviant behavior giving 
negative implications in a business organization. insensitivity of this issue would reduce 
the competitiveness of the organization. One of the factor that  influence deviant 
workplace behavior is the ethical climate.  To understand the relationship between 
ethical climate and deviant workplace behavior in a  comprehensive way, this study 
suggest the mediating role of organizational commitment. Organizational commitment 
seen as  multidimensional construct that defined as  how the individual’s relationship 
with the organization, which play a vital role to build organizational effectiveness and to 
minimize the negative impact of deviant workplace behavior.  
Keywords: Ethical climate, Organizational commitment, Deviant workplace behavior 

 
INTRODUCTION 
The issues of ethics in organizations is a topic widely discussed especially since the issues 
about unethical behavior or deviance become a major concern in an organization and 
business due to the negative implications on individuals, groups or organizations. This 
circmstances encourage practitioners and academicians to give more attention to 
ethical management. Insensitivity on ethics may cause unethical behavior and deviance 
leading to a decrease on the competitiveness of the organizations. 
 
The researchers identify different terms for deviant behavior such as: workplace 
deviance (Robinson and Bennett, 1995), counterproductive behavior (Mangione and 
Quinn quoted from Vardi and Weitz, 2004), antisocial behavior (Giacolone 
andGreenberg, 1997), misbehavior (Vardi and Weitz, 2004). Organizational misbehavior 
(Vardi and Weitz, 2004), counterproductive behavior and antisocial behavior are 
different terminologies used for unethical behavior. All these terms reffering to the 
same core activities that violate organization norms significantly causing negative effects 
on the organization and its members. 
 
The concept of Deviant Workplace Behavior 
Deviant behavior is defined as voluntary behavior that violates significant organizational 
norms and in so doing threatens the well being of an organization, its members or both 
(Robinson & Bennett, 1995), from small actions like embarrass colleagues, leave early to 
even more serious act  such as sabotage and theft. Further Robinson and Bennet (1995) 
used the multidimensional scale to classify deviant workplace behavior. First, 
organizational deviance refers to deviant behaviors towards the organization such as 
theft, sabotage, late to work, leave early or attempt to withdraw from work; secondly 
the interpersonal deviance that refers to deviance acts toward co-workers or 
supervisors. 
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Appelbaum (2005) suggests four main causes of the emergence of deviant behavior: 
organizational, behavioral models, operational environment and individual perspective. 
First, organization viewed as an environment that gives big influence to the members’ 
behaviorally and mentally; second, a model of behavior in organizations / groups that 
generally effect the groups or individuals behavior; third, the operational environment, 
the characteristics of the operational environment is a good predictor of the labor 
violations; fourth is the individual's perspective, although individuals have high moral 
standards, organization hold a strong influence that it determines whether or not 
individual members would be involved in deviant behavior.  
 
Deviant workplace behavior cause decrease in productivity and performance, as 
expressed by Henle et al. (2005) that the victim of interpersonal deviance in the 
workplace such as stress-related problems will cause lower productivity, lost work hours 
and high turnover. Deviant behavior is also associated with the social and psychological 
costs in suppressing a wider impact on the organization and community (Bamikole, 
2012), significant negative effect on the performance of the individual (Muafi, 2011), 
low quality of work, lost time at work, health and high legal costs along with negative 
effect on public perception (Litzky, Eddleston&Kideles, 2006). 
 
Based on the concept of behavior, behavior related to norms / ethics effect on every 
aspect of life, where the instructions of ethics and values of ethics becomes a major 
factor of ethical behavior that have  a positive influence on employees’ performance 
(Saeed et al., 2013). Likewise, deviant behavior in individuals will affect the performance 
of employees. Individual with lower value of ethics reflects the tendency of deviant 
behavior leading to decrease productivity and performance. 
 
Deviant behavior caused by many things, as research results revealed by Bamikole 
(2012), the reasons for deviant behavior in several studies varies including negative job 
cognition (Lee and Allen, 2002); perceiving injustice (Aquino, Lewis and Bradfield, 1999), 
hostile attribution, trait anger, attitude revenge (Douglas and Martinko, 2001). In 
addition, deviant behavior in the workplace caused by intention to quit, dissatisfaction, 
and lack of appreciation of the company (Muafi, 2011). Nasir and Bashir (2012) argue 
that there are factors that responsible for creating deviant behavior namely financial 
pressure, low job satisfaction, inequality in organizations, environmental organizations, 
as well as the perception of workers. 
 
In the study of organizational behavior, organizational climate is considered as an 
important determinant of countraproductive behavior, this is enforced by the research 
of Kanten and Ulker (2013) which states that the dimension of organizational climate 
have significant negative effect on the behavior counterproductive. This implies that 
creating a positive and healthy organizational climate as well as ensuring the welfare of 
employees, generate a positive perception among employees that the organization 
objectives align with their own, so that unproductive behavior and deviant can be 
prevented or minimized. 
 
Ethical Climate and Deviant Workplace Behavior 
Creating an ethical climate in the organization is a way of preventing the deviant 
workplace behavior. The relationship between ethical climate and behavior of 
subordinates based on the Social Information Process Theory (SIPT) by Salancik and 
Pfeffer (1978). People observe their working environment to identify the characteristics 
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of the work environment and to determine the appropriate way to behave. The ethical 
climate in the organization help employee to understand the kind of behavior 
considered ethical or unethical within the organization along with consequences of all of 
these behaviors. This is done by observing cues regarding the norms for appropriate 
behavior and tend to follow. 
 
Results of previous studies claimed that the ethical climate in the organization plays a 
crucial contribution in the behavior of workers (Deshpande, 1996; Despande and Joseph, 
2009; Peterson, 2002), the healthy and ethical climate in organization reduces the 
tendency of deviant behavior to emerge. The relationship between ethical climate and 
ethical behavior of individual employees implies that by having a positive ethical 
climate, organization can expect an improve on individual  behavior that leads to 
positive work such as the higher level of job satisfaction and organizational commitment 
(Okpara & Wynn, 2008). 
 
Ethical climate have significant negative effect on deviant workplace behavior 
(Appelbaum, 2005; Mayer et al., 2011; Elci et al., 2013; Kanten and Ulker, 2013).Further 
study develop the relationship between ethical climate with employee misconduct 
(Mayer et al., 2011) and relationship between ethical climate with  employee antisocial 
behavior (Elci et al., 2013). Moreover,other researchers reveal the relationship of ethical 
climate with deviant behavior by looking at the relationship of each indicator. Peterson  
(2002) look at the consistency of the relationship of ethical dimensions of climate ECQ 
(Cullen, 1993) as a predictor of the dimension of deviant behavior (Robinson and 
Bennett, 1995) and revealed that deviant behavior is partially predictable from the 
ethical climate. 
 
Organizational Commitment and Deviant Workplace Behavior 
Organizational commitment showed strong recognition and involvement of individuals 
in the organization, committed employees tend to be more comfortable with their jobs, 
reduce waste working time and more unlikely to leave work. The relationship between 
organizational commitment on deviant behavior Based on Social exchange theory (Blau, 
1964) which was developed in the research model of Mount et al. (2006) states that 
individuals who are receiving unpleasant treatment are dissatisfied. Consistent with the 
norms of reciprocity, when the individual was not satisfied and committed to their work, 
they can turn to destructive behavior as a way to react to the unpleasant situation. 
 
Organizational commitment is a multidimensional construct that defines the form of 
relationship with the organization (Gonzales & Guillen, 2008 on Sutherland, 2010). 
Ashman &Winstanly (2006) states that organizational commitment contain a moral 
dimension in form of normative commitment which reflects the moral responsibility of 
employees to the organization. 
 
Organizational commitment, as expressed by Porter (1974) acts as a 'psychological bond' 
of the individual workers that ensure their behavior align with the interests of the 
organization. Based on these opinions, it can be assumed that high work commitment 
have positive effect on the behavior of workers and on the other hand, lower 
organizational commitment produces dysfunctional behavior for the organization. 
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Ethical Climate and Organizational Commitment 
Organizational commitment is correlated with ethical climate, some researchers argue 
that the ethical climate have positive effect on organizational commitment (Hairunnisa, 
2012 and Schwepker, 2001).Cullen et al. (2003) says that there is a relationship of each 
dimension of ethical climate (benevolence, egoistic, principle ) to the organizational 
commitment.  The results show that the benevolence ethical climate  and principle 
ethical climate have positive effect on organizational commitment however for the 
egoistic ethical climate the relationship is negative.  These applies to professional 
workers as for the non-professional workers the relationship not existed.  
Based on previous studies the current relationship between ethical climate and ethical 
behavior of employees has not shown any solid evidence that ethical or non-deviate 
behavior is a consequences of ethical organizational climate. Various result of empirical 
studies on the effect of ethical climate towards deviant behavior  still shows  some 
inconsistencies. Therefore this paper propose a more comprehensive conceptual 
framework of the relationship between ethical climate, organizational commitment and 
deviant workplace behavior. 
 
Conceptual Framework 
Referring to the theoretical and empirical studies above, this article suggests that a 
more comprehensive form of the relationship between ethical climate, organizational 
commitment and deviant workplace behavior described as follows: 

 
Figure 1: Conseptual Framework 

 
 
 
 
 
 
 

The relationship between ethical climate and deviant workplace behavior based on the 
Social Informational Processing Theory  (Salancik and Pfeffer, 1978) state that people 
see the environment as a cue to characterize their working environment and understand 
how to behave. Peterson (2002) revealed that organizational deviant behavior arises 
due to low level of awareness of the ethical climate. Research related to the ethical 
climate and deviant behavior conducted by Mayer et al, (2011); Elci et al, (2013) shows 
that the ethical climate have significant negative effect on deviant behavior. 
 
The relationship between organizational commitment and deviant behavior refers to the 
opinion of Porter (1974); Mowday and McDade (1979) in Schwepker (2001) states that 
the organizational commitment act as "Psychological Bond" between organizations and 
individuals in order to behave in a consistent manner with the organization. Mathieu 
and Zajac (1990) in Schwepker (2001) states that low organizational commitment 
resulting a dysfunctional both for individuals and organizations. Wilks (2011) reveals that 
employee commitment and organizational identity is identified as determinants of 
individual feelings and behaviortowards the organization. Appelbaum (2005) states that 
organizational commitment negatively affect both the individual and organizational 
misbehavior. Research on organizational commitment and deviant behavior commenced 
by Ramshida and Manikandan (2013) and Gill et al, (2011) states that a high affective 
commitment reducesemployee misconduct in the workplace. 
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Conclusion 
Deviant behavior is the existence of behavior that violates norms that are harmful to the 
operating environment, groups and individuals as well as frustration in the organization. 
This can be minimized by changing and finding a better way to improve the ethical 
climate which is safe and healthy (Appelbaum et al. 2005). Organizational commitment 
is an attitude that shows the relationship between individuals and organizations which 
can influence individuals to behave as expected by the organization. Ethical climate 
created in the organization is expected to increase organizational commitment of 
workers which in turn can minimize various forms of deviant behavior of employees in 
the workplace. 
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Abstract 

Service Quality is one of variable that influencing satisfaction. For the last decade, 
dimensions of service quality have been explored by many scholars for different 
services. One services that has many dimension is education: higher education (HE). The 
purpose of this paper is to measure impact of service quality to student satisfaction of 
higher education in Indonesia that represented by Faculty of Economics and Business 
University of Brawijaya. Specifically, this study tries to proof dimension of service quality 
in higher education that proposed by Butt, Zaher, and Rehman (2010). A total number of 
375 undergraduate and postgraduate students of FEB UB are involved in this research. 
Confirmatory factor analysis is hired to measure and confirm dimension of service 
quality in higher education. The study found that dimension of service quality in HE 
(Environment, Course offered, Facility, and Lecturer) can explain 57% phenomena of 
student satisfaction. Environment and lecturer expertise has biggest influence on 
student satisfaction. 
 
Keyword: service quality, student satisfaction, higher education,  

 
1. Introduction 
Become internationally accredited institution, Faculty of Economic and Business 
University of Brawijaya (FEB UB) always looking for perfection on education services. 
FEB UB realize that excellence services resulting satisfaction among stakeholder. One of 
important stakeholder of FEB UB is student. As performance indicator, satisfaction of 
student become more important than before. Services that delivered to student 
determine success of institution and student. 
For many years, scholars have examine impact of service quality on consumer 
satisfaction. Quality of service play important role on consumer satisfaction. One of 
concept is proposed by Parasuraman (1984), SERVQUAL (TERAR) has been accepted as 
dimension of quality in service. In further development, SERVQUAL has many version 
depend on industry they applied. One industry that need specific measurement about 
service quality is education institution such as FEB UB. 
This research tries to apply SERVQUAL concept in Indonesian Higher Education 
represented by FEB UB. 
 
2. Literature Review 
Service marketing has been explored by many scholars. Zeithaml (2013) demonstrate 
that service marketing is value exchange of intangible benefit that fulfil need and wants. 
As Kotler and Armstrong (2012),  service has several characteristic: intangible, cant be 
separated, high variation, perishable, and can not be stored. The original SERVQUAL 
scale was comprised of ten dimensions, which following further testing by Parasuraman, 
Zeithaml, and Berry (1988) reduced from ten to five dimensions. The five key dimensions 
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of service quality namely reliability, responsiveness, assurance and empathy, and 
tangibles  
Quality as defined for higher education has been identified by Harvey and Knight (1996), 
another concept of service quality on higher education is proposed by Butt, Zaher, and 
Rehman (2010) and Dehagi, Morteza Rei& Abbas Rouhani (2014). They proposed model 
that quality of service in higher education can be measured by four dimension: 
environment, course offered, facility, and lecturer expertise. 
 
3. Methods 
    This research hired Multiple Regression with 375 respondents came from 
undergraduate and postgraduates student of FEB UB. Variables that used in this 
research are environment, course offered, facility, and lecturer expertise as Butt, Zaher, 
and Rahman (2010). 
     A self-administrated questionnaire survey was administered to collect empirical data 
from the undergraduate and postgraduates students in FEB UB during november-
december 2015 are taken as sample from student that active on those semester. 400 
questionnaires  is distribute and 380 returned with only 375 valid. SERVQUAL 
questionnaire was used to assess undergraduate and postgraduates students’ 
expectations and perceptions of service quality which included 34 items representing 5 
the five service quality dimensions environment (9 items), course (6 items), facility (6 
items), and lecturer expertise (9 items). The SERVQUAL scale was translated into the 
bahasa. A 5-point Likert-type scale was used, ranging from strongly disagree (1) to 
strongly agree (5) to access expectations and perceptions of undergraduate students in 
service quality of higher education institutions in FEB UB. 

 
4. Result and Discussion 

Profile of Respondent 

Age 
 

% Gender  % 

<20 11 2.9% Male 171 45.6% 

20< x <25 326 86.9% Female 204 54.4% 

>25 38 10.1% Total 375 100,0 

Total 375 100,0 

 
Validity and Reliability 

Variables Items r Sig Mark 

X1 X1.1 0.098 .000 Valid 

X1.2 0.098 .000 Valid 

X1.3 0.098 .000 Valid 

X1.4 0.098 .000 Valid 

X1.5 0.098 .000 Valid 

X1.6 0.098 .000 Valid 

X1.7 0.098 .000 Valid 

X1.8 0.098 .000 Valid 

X1.9 0.098 .000 Valid 

X2 X2.1 0.098 .000 Valid 

X2.2 0.098 .000 Valid 

X2.3 0.098 .000 Valid 

X2.4 0.098 .000 Valid 

X2.5 0.098 .000 Valid 
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X2.6 0.098 .000 Valid 

X3 X3.1 0.098 .000 Valid 

X3.2 0.098 .000 Valid 

X3.3 0.098 .000 Valid 

X3.4 0.098 .000 Valid 

X3.5 0.098 .000 Valid 

X3.6 0.098 .000 Valid 

X4 X4.1 0.098 .000 Valid 

X4.2 0.098 .000 Valid 

X4.3 0.098 .000 Valid 

X4.4 0.098 .000 Valid 

X4.5 0.098 .000 Valid 

X4.6 0.098 .000 Valid 

X4.7 0.098 .000 Valid 

X4.8 0.098 .000 Valid 

X4.9 0.098 .000 Valid 

Y1 Y1 0.098 .000 Valid 

Y2 0.098 .000 Valid 

Y3 0.098 .000 Valid 

Y4 0.098 .000 Valid 

Reliability 

Variable Alpha Cronbach Keterangan 

X1 .775 Reliable 

X2 .784 Reliable 

X3 .775 Reliable 

X4 .784 Reliable 

Y .752 Reliable 

 
Normality 
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Multicolinierity 

No 
Independent 

Variables 
VIF Value Mark 

1 X1 1,469 Non mulitico 

2 X2 1,414 Non mulitico 

3 X3 1,485 Non mulitico 

4 X4 1,453 Non mulitico 

 
 

Heterocedasticity 

 
 

Regression Analysis 

Variable Coeficient Beta 𝒕𝒗𝒂𝒍𝒖𝒆 Sig Mark 

X1 0.351 6,049 0,000 Significant  

X2 0.263 6,416 0,000 Significant 

X3 0.235 5,213 0,000 Significant 

X4 0.351 6,788 0,000 Significant 

Unstandardized beta    = -0,928                     Alpha                                 = 0,05 
R                                       = 0,759                      Adjusted R square            = 0,571 
F hitung                           = 125,699 
Signifikansi                      = 0,000                     t - tabel                                = 0,098 

 
Y= -0,928+ 0,351 X1 + 0,263 X2 + 0,235 X3 + 0,351 X4 

       
     From regression test it known that four variables of servqual in higher education 
simultaneously and partially impacting student satisfaction. Those four variables be able 
to explain 57% phenomena of student satisfaction in higher education. The highest 
influencers are environment and lecturer expertise. 
      Those two variables logically have biggest influence because environment support 
quality of service and lecturer expertise is main service that consume by student. 
Lecturer expertise that consists of experience, academic, and experience reflecting 



                                                      Transforming Business in Emerging Markets 
 

619 
 

quality of education that delivers on university. Lecturing is determined by quality of 
lecturer. High quality of lecturer will result good quality in delivering subject/ courses. 
As supporting services, environment of study play important role to enhance quality of 
study. Good environment can boost quality of overall services; in opposite bad 
environment can reduce quality of lecturing.  
      For future research, dimension of servqual on higher education must be tested using 
confirmatory factor analysis in order to make it fit and can be generalized in other 
country and region. 
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Abstract 
Entrepreneurship education and business know-how can affect entrepreneurial 
intentions only if they change key attitudes and perceptions. This study aim to find there 
is an effect of humanities value on entrepreneur characteristic in delivering a decision of 
being an entrepreneur. There are various constructs that may predict individual 
differences in entrepreneurship. An entrepreneur should have several special 
characteristics that help them to become a successful businessman. The general 
entrepreneur characteristics include desire for responsibility, preference for moderates 
risk, and confidence in personal success, desire for immediate feedback, high level of 
energy, sufficient emotional stability, objective approach to interpersonal relationships, 
low need for status, and a comprehensive awareness of total environment. 
Furthermore, business founders with university education apparently make higher 
investments in their business than non-academic entrepreneurs. The research methods 
that used in this study is survey research methods. By distributing questionnaires on 
total of 102 respondents and analyzed the data using path analysis it is proved that 
humanities value and entrepreneur characteristics has positive and significant impact on 
decision of being an entrepreneur. It is recommended to the next researcher that they 
should note that the official in their environment to broaden the model of 
entrepreneurship intention. 
Keywords: Humanities Value, Entrepreneur Characteristics, Decision of Being an 

Entrepreneur 
 
Introduction 
Entrepreneurship has been found as an important driver of economic growth, 
productivity and social development; however, academicians, practitioners and 
policymakers recognized its importance recently. People exposed to entrepreneurism 
reported great benefits including freedom in decision making, higher self-esteem, 
challenge and greater sense of control (Nickels, McHugh and McHugh, 2010). Bakotic 
and Kruzic (2010) noted that the entrepreneurship promotion has become one of the 
main issues in public policy of the most of industrial countries. In this context, well 
educated entrepreneurs are top priority.  
University is an institution which students go through on their way toward their business 
life. University students will be engaged in career decisions imminently after, and often 
before, graduation. In our opinion, students tend to gravitate toward popular career 
options.  
Given that entrepreneurial behavior is, among other factors, also a function of individual 
differences, (Kuratko, 2007; McKenzie, Ugbah, Smothers, 2007) person- ality and ability 
factors should predict entrepreneurial activity and success (Rauch, Frese, 2007; Zhao, 
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Seibert, 2006). There are various constructs that may predict individual differences in 
entrepreneurship.  
Fostering entrepreneurship through education and training has also received increasing 
attention from universities in many countries. Richter and Schiller (cite in, Luthje and 
Franke (2002)) compared academic and non-academic business founders. They 
identified that more than half of the academic entrepreneurs created new ventures in 
high-tech industries whereas non- academics founded their firms mainly in non-
innovative production and service sectors. Furthermore, business founders with 
university education apparently make higher investments in their business than non-
academic entrepreneurs.  
Scott and Twomey (1988) observed that undergraduate students, with the assistance of 
an entrepreneurial education strategy, could be helped to consider entrepreneurship as 
a career. Similarly, Postigo, Lacobucci, and Tamborini, (2006) acknowledged the 
significance of education and the role it plays in entrepreneurial activity, stating that it is 
critical to attract the young and educated to entrepreneurship, especially as current 
industrial trends are towards a knowledge-based environment.  
However, entrepreneurship education and business know-how can affect 
entrepreneurial intentions only if they change key attitudes and perceptions such as, 
perceived desirability of self-employment and perceived entrepreneurial self-efficacy. 
entrepreneurial education strategy could be improved to psychological and motivation 
aspect. 
 
Literature Review 
The most fundamental asset of societies is their human resource and the most 
important human quality is entrepreneurship. The word entrepreneur, made up of the 
words “entre” (to enter) and “prendre” (take over), means “building something” (Öğüt, 
2006: p. 431). Entrepreneurship can be defined as the general name given to innovation, 
risk taking, seeing opportunities and carrying them into practice. 
It is seen that three components are of significance in entrepreneurship. First, taking 
initiative; second, the effective use of resources by organizing economic and social 
conditions; and the third is the acceptance of failure and risk (Karahan & Ulu- soy, 2010). 
It is stated that entrepreneurs have three fundamental characteristics: “vision”, 
“mission” and “ambitiousness” (Smilor-Sexton, l996: pp. 7-9). Besides, being innovative, 
having a vision, craving for success, being able to do internal auditing, being able to bear 
uncertainties, creating values and directing transformation are among the 
characteristics of entrepreneurship (Turan & Nacimudinova, 2006: p. 352). In addition to 
these characteristics, the outstanding personality characteristics that psychodynamic 
and socio-psychological approaches emphasize are “pro-activity”, “dynamism”, 
“purposefulness”, “positivity” and “taking initiative”. Besides, “innovativeness”, 
“imaginativeness”, “creativeness”, “flexibleness” and so on are underscored as qualities 
that define entrepreneur identity. In addition, “being agreeable”, “having a feeling of 
trust”, “taking reasonable risks”, “being decisive” “being willful”, “having result-driven 
intellectual capacity and high self-confidence” are among the characteristics mentioned 
(Bridge et al, l998: p. 43).  
When entrepreneurship character is examined in terms of values, it is pointed out that 
Values which are regarded to be principles that guide people’s lives and means for 
expressing human needs shape current and means that motivate standard and ideal 
behavior patterns, learned rules, behavioral sanction, functions as a plan for decision 
making and conflict resolution (Russell, 2001: pp. 76-77; Kenny, 1994: p. 17). 
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The determination of the factors that cause people start a new business by taking social, 
psychological and financial risks is important for understanding entrepreneurship, which 
underlies economic development. Entrepreneurship tendency can be explained with 
humanistic values people prefer because values provide guidelines for people to choose 
and realize their social roles. Thus, people determine the requirements and expectations 
of various roles with certain values (Fichter, 1990).  
In the study, personal information form was used to obtain personal information about 
the participants. To measure value preferences of the individuals in life, Schwartz List of 
Values was used 
Schwartz List of Values (SDL) is composed of 57 values. A total of fifty-seven values were 
grouped under 10 sub-dimen- sions. These sub-dimensions are listed as follows: power, 
success, hedonism, stimulation, self-auditing, universality, benevo- lence, 
conventionalism, harmony and safety. Ten 'value types' are identified that gather 
multiple values into a single category there are power, achievement, hedonism, 
stimulation, Self-direction, Universalism, benevolence, tradition, conformity, security. 
Characteristics of successful entrepreneurs have also been well documented. While 
there is no agreement among the scholars as to the number and labels of these 
characteristics, they in general include desire for responsibility, preference for 
moderates risk, and confidence in personal success, desire for immediate feedback, high 
level of energy, sufficient emotional stability, objective approach to interpersonal 
relationships, low need for status, and a comprehensive awareness of total environment 
(Olm and Eddy, 1985; Zimmerer and Scarborough, 1988; and ILO, 1994). Feather (1988) 
only refers to successful owner/managers as those who have entrepreneurial 
characteristics. According to Cunningham and Lischeron, (1991) successful 
owner/managers have been identified with a personal value type referred as 
entrepreneurial.  
They have also argued that entrepreneurs place high value on ambition, achievement, 
reliability, responsibility, hard work, competence, optimism, innovation, aggressiveness, 
honesty, creativity, social recognition and growth (Kotey and Meredith, 1997).  
Rotter (1966) refers to an entrepreneur as a person with a high internal locus of control 
higher internal locus of control shows that the owners are responsible for their own 
actions. Schumpeter (1950) an entrepreneur is a person who is willing and able to 
convert a new idea or invention into a successful innovation.  
Khanka (1999) says, the three broad categories of an entrepreneur’s function: Risk 
taking, organization and innovation. Hisrich and peters (1998) characteristics 
entrepreneurship as a process of creating something new and assuming the risks and 
rewards. Kourilsky (1995) defined entrepreneurship education as “opportunity 
recognition, marshalling of resources in the presence of risk and building a business 
venture”. In terms of the individual entrepreneur, research suggests that these people 
do have certain characteristics and character traits that make them standout (Burns, 

2001). These traits are well documented in the literature on the subject and include risk 
taking and the need for achievement (McClelland, 1961), locus of control (Rotter, 1966) 
and the desire for autonomy and deviancy (De vries, 1977). Islam, Mamum and 
Jahiruddin (1999) identified some critical factors for the small entrepreneurs of 
Bangladesh like risk taking, flexible persistent, action, achievement motivation, self-
confidence, knowledge of the business for their success.  
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Research Design 
The model of the study, the universe and sample, means of data collection and 
statistical methods used for the analysis of data were reported in this section.  
This study was carried out with the relational screening model. The study model includes 
three variables there are the humanistic values, the entrepreneurship characteristic and 
decision to become entrepreneur. By using path analysis the model is being reported. 
 
Result  
The result of this quantitative study indicate that the decision to become entrepreneur 
has effected by entrepreneur characteristics and humanities value.  The study group of 
the study is composed of 120 samples who were selected with random sampling 
method among university students in Indonesia. Attending various faculties at Brawijaya 
University in 2015. While 59 of the students were male, and 43 were female. From 
reability test, all of the variables were reliable. The alpha crocbach coefficient of 
humanities value is 0,870 beside that, the alpha crocbach of entrepreneur characteristic 
is 0,837 and the last variable is decision to become entrepreneur is 0,787. From this 
reliability test all of the number of alpha cronbach were reliable. Means that the 
variables that used in this reaserch were reliable because the number is bigger than (α< 
0,6). 

 
Figure 1. Model of Path Analysis 

 
 
 
 
 
 
 
 
 
 
 
 

 
Table 1. Hypothesis test indirect effect 

X Y Z Path Level of Sig 

Humanities 
Value 

Entrepreneur 
Characteristics 

Decision to 
become 

entrepreneur 

0,717 x 0,343 = 
0,246 

Significant 

 
We entered in the path model, Humanities value, Entrepreneur characteristics, and 
Decision to become entrepreneur were significant. Total effect of humanities value and 
decision to become entrepreneur is significant. Because the p-value < 5%.  
Being a high –achieving entrepreneur is not that easy. An entrepreneur should have 
several special characteristics that help them to become a successful businessman. An 
entrepreneur should be a risk taker; he/she should be innovative, self-confident, goal 
setter, hard worker, and accountable (Siropolis, 1997). In other words, entrepreneurs 
must be persistent, self-confident, creative, and optimistic and independent minded 
(Holt, 1992). They are realistic about working hard and driving toward measurable 

Humanities Value (X) 

Entrepreneur 

Characteristics (Y) 

Decision to become 

entrepreneur (Z) 

0,064 
0,717 

0,343 
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results, tend to have superior conceptual abilities and are generally emotionally stable 
(Welsh and White, 1981)  
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Öğüt, A., Şendoğdu, A., & Yılmaz, N. (2006). The principals of infor- mation management 

in terms of typology of informatics’ entrepre- neurship. Bişkek: Türkiye Manas 
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AN ANALYSIS OF TOTAL QUALITY MANAGEMENT WITH THE ORIENTATION OF 
ENTREPRENEURSHIP AND MARKET TO IMPROVE THE COMPETITIVE ADVANTAGES 

TOWARD THE PROFITABILITY OF KOPERASI 
By Muhamad Sil 

 
ABSTRACT 

Robust durability of Koperasi dan UKM in the storm of the economic and monetary crisis 
has become a central issue of the necessity of strengthening the economy. Koperasi dan 
UKM proved to be more resilient and able to buffer the nation's economy as fairly 
flexible, adaptable to market fluctuations. Cooperative very important role in the growth 
of the national economy, particularly in the absorption of employment and source of 
income for most residents of the community. 
Improving the quality and management needs to be done in order to improve business 
growth and win the competition, one of the ways that can be done through the 
implementation of Total Quality Management, which has the entrepreneurial 
orientation that can develop business which is oriented to the needs of the market, and 
the capability of actors of Koperasi in entrepreneurial orientation and capital market 
orientation is essential for the Koperasi in order to have a competitive advantage. 
The results of, implementation of TQM can increase organizational productivity 
(quantitative performance), improve quality, increase the effectiveness on all activities, 
increase efficiency, and doing everything correctly in an appropriate manner. Higher 
entrepreneurial orientation can enhance the company's ability to market its products 
towards better business performance. Market-oriented companies are considered to 
have knowledge of a higher market as well as having the ability to connect with 
customers better. Competitive advantage is the ability of an enterprise to provide more 
value to its products than its competitors and the value it can bring benefits to 
customers. 
The main key of the efficiency of Koperasi is the services to members well, for services 
to members would be more efficient than non members of Koperasi. Therefore, 
measuring the efficiency of organizations and businesses, using financial ratios namely 
the Economic and Profitability, Return on Equity cooperative. 
 
Keywords: Total Quality Management, entrepreneurial orientation and market 

orientation, Competitive Advantage, and Profitability. 
 
INTRODUCTION 
Background 
Development strategy which is implemented since New Order has proved to be only 
able to magnify a private conglomeration that conquers economic resources from 
upstream to downstream (Adi Sasono, 1998). Most of the people of Indonesia to be very 
dependent on the private sector, without able to play a role in it. The economic sector 
that should be the main area of business development of Koperasi, small and medium 
enterprises, it has not been much impact increased prosperity for the people, small 
businesses and Koperasi. Koperasi is one of the perpetrators of economic actors on the 
basis of economy and local resources with the number of business units that are very 
much in all economic sectors and contribute greatly to employment and income. 
Characteristics of Koperasi dan UKM or Small and Medium Enterprises (SMEs) are 
engaged in the informal sector, the production of goods and services, labor-intensive, 
small-scale production units owned by individuals or families, the creation and 
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employment faster than other sectors, responsive to the needs customers, and the 
technology used is relatively simple. 
 
Robust durability of Koperasi dan UKM in the storm of the economic and monetary crisis 
has become a central issue of the necessity of strengthening the economy. Koperasi dan 
UKM proved to be more resilient and able to buffer the nation's economy because it is 
quite flexible, easy to adapt to market fluctuations, the structure of the source of funds 
from UKM is about 73% come from the (self • funding), 4% (of the Private Bank), 11% 
(Bank government) and 3% (supplier) (Timberg, 1999).  
Koperasi dan UKM has very important role in the growth nations’s economy, particularly 
in the absorption of employment and source of income for most residents of the 
community. Based on the results of the survey, it is found few constraints faced by the 
perpetrators of Koperasi including: weakness of improved access and the development 
of market share so that the products produced only limited to the skills that have been 
held not on the desires and needs of consumers, limited market information and quality 
of market information is not a reference to continuous improvement for the business 
and carry out an analysis of the advantages of competitors (Sismanto, 2006), weak 
capital structure into one of the limitations in the development of business and 
competitive products, the acquisition and use of production technology is still low and 
the resulting product is hereditary, limited business networks with economic actors 
other (BPS 2010 ), yet have an entrepreneurial spirit and a lack of organization and 
management skills, especially on supplier management and production processes (Sil 
and Coryanata, 2012). 
 
Era of increasingly fierce market competition with marked growth businesses 
increasingly make consumers more clever in choosing products and services in 
accordance with his wishes. The quality of products or services given the focus of 
attention is important for businesses to meet the needs and customer satisfaction. 
Improving the quality and management needs to be done in order to improve business 
growth and win the competition, one of the ways that can be done through the 
implementation of the Total Quality Management (Total Quality Management (TQM)). 
According to Ibrahim (2000) that TQM is a technique often used by both organizations 
are engaged in the service and manufacturing in order to help improve customer 
satisfaction, employee satisfaction, and productivity. 
 
The actors of Koperasi who have an entrepreneurial orientation can develop their 
business is oriented to the needs of the market. Capability of Koperasi actors on 
entrepreneurial orientation and market orientation is an important asset for the 
cooperative in order to have a competitive advantage with Koperasi and other UKM or 
large enterprises and to survive in the business environment with increasing 
competition levels. 
 
Problem Formulation 
The formulation of the problem of the above description is: 
1. How does the influence of the total quality management toward the entrepreneurial 
orientation and the competitive advantage of Koperasi? 
2. How does the influence between the Total Quality Management, Competitive 
Advantage toward the profitability rate of Koperasi. 
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Purpose 
The formulation of the problem of the above description is: 
1. To analyze the influence of the total quality management toward the entrepreneurial 
orientation and the competitive advantage of Koperasi 
2. To analyze the influence between the Total Quality Management, Competitive 
Advantage toward the profitability rate of Koperasi. 
 
Benefits 
The benefits to be achieved are: 
1. As the consideration for the actors of the Koperasi of the importance of an total 
quality management, entrepreneurial orientation, market orientation, and competitive 
advantage in running the business. 
2. As the consideration to see the goodness of Koperasi efforts in order menmbil future 
policy 
3. As the consideration for local government in policy making of quality improvement 
and competitive advantage products as well as the capacity of actors of Koperasi. 
 
TOTAL QUALITY MANAGEMENT WITH ENTREPRENEURIAL ORIENTATION, MARKET 
ORIENTATION TO IMPROVE PROFITABILITY OF KOPERASI 
Total Quality Management (TQM) 
Total Quality Management (Total Quality Management (TQM)) is a management 
philosophy that tries to integrate all functions of the organization, focused to satisfy 
consumer desires and goals of the organization (Heizer and Render, 2004). TQM 
philosophy emphasizes on customer satisfaction, employee engagement and suppliers 
as well as the continuous improvement on quality (Oakland, 2002). 
 
Five concepts of effective TQM program, namely: leadership, analysis and quality of 
information (Parast et al, 2006), employee empowerment, continuous improvement 
(Render and Heizer 2004), supplier management, and process management (Demirbag 
et al, 2006). The company's operating efficiency can be achieved among others need to 
implement TQM that have a positive impact on the company's business performance 
(Samson and Terziovski, 1999). 
 
Entrepreneurship Orientation 
In general, the problems faced by Koperasi are: (a) the limited ability to the cases on 
market and expansion of market share, (b) unable to access information (c) unable to 
utilize technology and technology sharing, (d) unable to access the sources of funding, 
especially in the credit in every bank, and (e) the low quality of human resources. 
Besides, Koperasi is generally less capable in the organization and management as well 
as networking and cooperation is weak (Dipta, 2008). 
 
Entrepreneurship is a creative and innovative capability which is used as the base, tips, 
and resources to find opportunities to success (Suryana, 2006). The benefits of 
entrepreneurship are: 1) the opportunity to gain self-determination, 2) the opportunity 
to make changes, 3) the chances of achieving their full potential, 4) the opportunity to 
benefit amazing, 5) the chances of getting recognition for business ownership, and 6) 
chances of having fun in working something like (Zimmerer and Scarborough, 2005). 
Business environment is uncertain and ever-changing, entrepreneurial orientation as the 
main mover of advantages that an entrepreneur has the opportunity to benefit from the 
emergence of these opportunities, which in turn positively affects business 
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performance. Higher entrepreneurial orientation can enhance the company's ability to 
market its products towards better business performance (Wiklund, 1999).  
 
Market Orientation 
Market orientation as the process and activities associated with the creation and 
satisfying customers by continually assess the needs and desires of the customer or 
organizational behavior that identify consumer needs, the behavior of competitors, 
disseminate information throughout the organization and responds with a coordination, 
timing, and the calculation of profit ( Uncles, 2000). Deshpande and Farley (1998) offers 
a conceptual regarding market orientation as a series of cross-functional processes and 
activities geared towards creating and satisfying customers through continuous needs 
assessment. Market-oriented company characterized the implementation of the main 
pillars of the marketing concept, the customer orientation, competitor orientation, and 
coordination between functions.  
 
Competitive Advantage 
Competitive advantage is the heart of business performance to face the competition. 
Competitive advantage is defined as a strategy that benefits from the company 
cooperated to create a more effective competitive advantage in the market. This 
strategy should be designed to achieve continuous competitive advantage that the 
company can dominate both markets as well as new markets. Competitive advantage to 
grow from the value - the value created by the company for the buyer, including: 
uniqueness of products, competitive pricing, rare, not easily imitated, not easily 
replaced (Porter, 1990). 
 
Then the main task of actors of Koperasi is to create a competitive advantage over its 
competitors cooperative. According to Limbong (2010), these advantages can be 
obtained in various ways as follows: 
(1) making Koperasi as a strong business in the market. Here, the task of Koperasi actors 
is to increase the efficiency of Koperasi through vertical integration into upstream and 
downstream by increasing the ability of continuous innovation in order to deliver huge 
profits generated from new technologies, or better production methods; 
(2) emphasizing transaction costs. The task of actors of Koperasi here is to reduce all the 
costs associated with the activities of the cooperative. For example in the cooperative 
producers is the cost of inputs or production resources are used, the cost of 
transportation, distribution and marketing costs, and other cost components; 
(3) utilizing transactions with other actors in the market. For Koperasi producers, other 
essential market actors is the buyer / consumer, raw material suppliers, financiers / 
lending (eg a bank). Wirakoperasi task in this regard is to create mutually beneficial 
cooperation in relation to the transaction in those markets; 
(4) utilizing the capital collectors, which means that capital is not managed by the 
members individually but together with other members. The more members the greater 
the accumulated capital and the stronger position of the venture capital of Koperasi. In 
this regard, the task of Koperasi actors is to manage the together capital of Koperasi and 
increase the participation of members in the capital formation; 
(5) controlling the uncertainty which means controlling transaction costs arising from 
uncertainty. In this case, the task of Koperasi actors are: (a) internalizing market 
transactions so that the uncertainty associated with the transaction can be reduced; (b) 
strengthening the role of cooperatives as an underwriter uncertainty cooperative 
transactions that still exist; and (c) improving service to members of Koperasi; and 
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(6) creating innovation activities of Koperasi to increase profits or Koperasi 
development. The actors’ main task in this regard is to seek or respond to the demands 
and business opportunities based on market dynamics. 
 
Profitability and Koperasi Efficiency 
Each year Koperasi is required by commercial law to make a financial report that must 
be completed within six (6) months. "The financial reports are information contains the 
financial position, results of operations, changes in equity and cash flows of the 
company, including Koperasi. Its load balance sheet property, debt, and capital are 
made to be assessed by the authorities. Of the balance can be assessed whether 
Koperasi experiences gains or losses. If Koperasi experience some gains, it has the 
advantage of profitability. Profitability is a number measuring the effectiveness of the 
use of capital to generate profit. The amount of profitability value depends on profits 
and capital owned in running Koperasi effort. Profitability is the ratio between profit 
with assests or the capital that produce such profits. In other words, profitability is the 
ability to generate profits during certain periods. Generally a matter of profitability is 
more important than the profit problem, because the huge profits alone is not a 
measure that the company or Koperasi has been able to work efficiently. The efficiency 
can be seen by comparing the profits obtained by wealth or capital that generate such 
profits or by any other word would be to calculate the profitability (Riyanto, 2001: 37). 
So both companies and Koperasi are not only trying to maximize profits, but more 
important is the attempt to enhance the profitability. 
 
From the description above it is clear that Koperasi actors in the management and 
capital leverage should focus efforts on meeting the needs of its members. Thus it is also 
clear that in the management and utilization of capital of koperasi, the managers are in 
demand for more exciting intelligence, foresight and flexibility of prioritizing efforts to 
satisfy compliance needs of the members, which those efforts can also bring in a decent 
income. 
 
The main key of the efficiency of Koperasi business is services to members. Koperasi also 
suppress the load as low as possible but the members are not getting good service can 
be said to have inefficient enterprises in addition to not possess a high degree of 
effectiveness, because the impact is not felt by members of their cooperation (Hendar 
and Kusnadi, 2007). To measure the efficiency of organizations and businesses, there are 
some financial ratios, such as, Economic Profitability financial ratios and Return on 
Equity. 
 
From the ratio analysis mentioned above, the Koperasi management will obtain 
information, among others, the lack of what is being faced or excess what is owned 
cooperatives in the financial management, so it can be determined ways to overcome 
them. Besides, with a certain ratio it can be used as a handle members to invest in the 
business activities of Koperasi in the future. Total quality management that oriented 
entrepreneurship, and market orientation to get competitive advantage can increase 
cooperatives profitability increased, so that the well-being of members and 
communities can increase as well. Therefore, the Minister of Koperasi dan UKM 
(Cooperatives and SMEs) in the 68th of Koperasi Day on July 12, 2015 said that Koperasi 
at this time and at the next time, we should grow Koperasi not only its quantity but also 
the quality. We want to build quality of Koperasi becomes great, healthy, strong, 
independent, and reliable and aligned with other economic actors in the country. We 
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are sure that it can be realized in various sectors of business activities of Koperasi, 
ranging from producers of Koperasi, credit unions, koperasi marketing and koperasi 
engaged in the services sector (AAGN, Puspayoga, Speech of Minister of Koperasi dan 
UKM RI, dated July 12, 2015). 
 
CONCLUSION 
1. Implementation of Total Quality Management can increase organizational 
productivity, improve quality, increase effectiveness  on all activities, increase efficiency, 
and conduct everything correctly in an appropriate manner. 
2. The higher entrepreneurial orientation can enhance the company's ability to market 
its products towards better business performance 
3. The market-oriented company is considered to have knowledge of a higher market as 
well as having the ability to connect with customers better, it is able to guarantee the 
company to earn a profit and higher performance compared with companies that are 
less market-oriented. 
4. Competitive advantage is the ability of an enterprise to provide more value to its 
products than its competitors and the value that it can bring benefits to customers. 
5. The key factor is the efficiency of cooperative business services to members well, for 
services to members would be more efficient than non members. Therefore, measuring 
the efficiency of organizations and businesses, must use financial ratios namely the 
Economic Profitability and the Return on Equity of Koperasi. 

 
REFERENCE 
 
Bharadwaj, Sundar G, P.R.Varadarajan, & Fahly, Jihn. 1993. “Sustainable Competitive 

Advantage in Service Industries: A Conceptual Model and Research Propositions“. 
Journal of Marketing. Vol. 57, Oktober. 

Demirbag, M., Tatoglu, E., Tekinkus, M. and Zaim, S. 2006. An Analysis of The 
Relationship Between TQM Implementation and Organizational Performance: 
Evidence From Turkish SMEs. Journal of Manufacturing Technology Management, 
Vol. 17, No. 6, pp. 829-47. 

Deshpande, R, and J.U. Farley. 2004. Organizational Culture, Market Orientation 
Innovativeness, and Firm Performance: An International Research Odyssey. 
International Journal of Research in Marketing Vol. 21, pp 3-22. 

Dipta, I Wayan, 2008, Penting nya kualitas Produk dan Jasa di Mata Pasar Dalam dan 
Luar Negeri, Jurnal Smecda online, Kemterian Koperasi dan UKM, diakses 
http//Semecda, tanggal 05 Februari 2015. 

Ferdinand, Augusty. 2006. Structural Equation Modeling dalam Penelitian Manajemen. 
Semarang: Universitas Diponegoro. 

Hendar dan Kusnadi, 2007, Mengapa dan Bagaimana Berkoperasi, LP UNRI, Edisi 2, 
Pekanbaru.  

Hisrich, Robert D, Michael P. Peters, dan Shepherd Dean A. 2005. Entrepreneurship. Edisi 
Keenam. Boston. USA: McGraw-Hill. 

Ibrahim, Buddy. 2000. TQM Total Quality Management – Panduan untuk Menghadapi 
Persaingan Global. Jakarta: Djambatan. 

Limbong,Bernhard,2010,Pengusaha Koperasi,Jakarta:Penerbit Margaretha Pustaka. 
Naver, J.C dan S.F Slater. 1990. “The Effect Market Orientation on Business Profitabily”. 

Journal of Marketing, Vol. 54 (October). 
Oakland, J.  2002. Best Practice In Business Excellence. Total Quality Management and 

Business Excellence, vol. 13, no. 8: 1125-1140. 



                                                      Transforming Business in Emerging Markets 
 

632 
 

Parast, M. M., Adams, S. G., Jones, E. C., Rao, S. S., and Raghu-Nathan, T.S. 2006. 
Comparing Quality Management Practices between the United States and Mexico. 
Quality Management Journal, 13(4), 36-49. 

Pupayoga, AAGN, 2015, Kata sambutan Menteri Koperasi dan UKM, Kemnerian Koperasi 
dan UKM Tanggal 12 Juli 2015. 

Porter, Michael, E. 1990. “Competitive Strategy”. The Free Press. New York. 
Ramlawati, Surachman, Djumilah Zain, dan Djumahir. 2011. Implikasi Praktek Total 

Quality Management (TQM) terhadap Daya Saing, Kepuasan Konsumen, dan 
Kinerja Bisnis pada Perusahaan Manufaktur di Kota Makassar. Jurnal Aplikasi 
Manajemen, Volume 9 Nomor 3, Mei 2011. Fakultas Ekonomi dan Bisnis 
Universitas Brawijaya 

Riyanto, Bambang, 2001, Manajemen Pembelanjaan, FE UGM Press, Yokyakarta. 
Render, Barry and Jay Heizer. 2004. Operations Management, International Edition. New 

Jersey: Pearson Education Inc. 
Samson, D., Terziovski’, M. 1999. The Relationship Between Total Quality Management 

Practices and Operational Performance. Journal of Operations Management 17, 
393–409. 

Sasono, Adi, 1998, Pengusahaan Sumberdaya Kehutanan oleh Koperasi, Pengusaha Kecil 
dan Menengah untuk Pemerataan Kemakmuran Rakyat dan Rescue Ekonomi, 
Makalah disampaikan pada Seminarm Hutan untuk Kemakmuran Rakyat, 
diselenggarakan oleh DPP HIPPI, 30 Juli 1998, di Jakarta. 

Sil, M. dan Coryanata, Isma. 2012. Model Pengembangan Potensi Kapasitas Manajemen 
Kewirausahaan Melalui Program Nasional Pemberdayaan Masyarakat (PNPM) 
Mandiri Perkotaan (P2KP) di Kota Bengkulu. Laporan Penelitian Madya. Jakarta: 
Universitas Terbuka.  

Sismanto, Adi. 2006. Analisis Pengaruh Orientasi Pembelajaran, Orientasi Pasar dan 
Inovasi terhadap Keunggulan Bersaing untuk Meningkatkan Kinerja Pemasaran 
(Studi Empiris pada Industri Kecil dan Menengah Produk Makanan di Propinsi 
Bengkulu). Tesis. Semarang: Universitas Diponegoro. 

Suci, Rahayu Puji. 2009. Peningkatan Kinerja Melalui Orientasi Kewirausahaan, 
Kemampuan Manajemen, dan Strategi Bisnis (Studi Pada Industri Kecil Menengah 
Bordir Di Jawa Timur). Jurnal Manajemen Dan Kewirausahaan, Vol.11, No. 1, 
Maret 2009: 46-58. Malang: Fakultas Ekonomi, Universitas Widyagama. 

Suryana. 2006. Kewirausahaan Pedoman Praktis, Kiat dan Proses Menuju Sukses, Edisi 
Revisi. Jakarta: Salemba Empat. 

Timberg, Thomas. 1999. “What We Know about Small and Medium Enterprise (SME) 
Finance in Indonesia.” A seminar paper. 

Uncles, Mark. 2000. “Market Orientation”. Australian Journal of Management. Vol. 25, 
No. 2. 

Wiklund. 1999. The Sustainability of the Entrepreneurial Orientation-Performance 
Relationship, Entrepreneurship Theory and Practice. Baylor University. 

Zimmerer, Thomas W., and Norman M. Scarborough. 2005. Essentials of 
Entrepreneurship and Small Business Management, 4th edition. New Jersey : 
Prentice Hall, Inc. 

  



                                                      Transforming Business in Emerging Markets 
 

633 
 

EID MUBARAK: WHAT AND HOW DO THEY PURCHASE? 

EXLPORING THE CONSUMPTION PATTERN OF MUSLIMS AT KEDIRI,  

EAST JAVA, INDONESIA 

 

Dr. FATCHUR ROHMAN, SE, M.Si. 

TAUFIQ ISMAIL, SE, SS, MM 

Faculty of Economics and Business 

University Of Brawijaya 

 

Eid Al-Fitr is the biggest celebrated muslim’s holiday in Indonesia as perceived from the 

number of people who celebrate it and how they celebrate. Among 237,641,326 

population of Indonesia, there are 87.18% Muslim, 6.96% Christian, 2.9% Catholic, 

1.69% Hinduism, 0.72% Buddhist, and 0.13% are Conghuchu. In East Java, there are 

36,133,396 muslims; it is ranked as the third largest muslim population in Indonesia 

after West Java and Central Java respectively. This research will take Kediri, one of the 

big cities in East Java- Indonesia, as its location. This location has one of reputable the 

Islamic education centers for Nahdlatul Ulama namely Pondok Pesantren Lirboyo. This 

location is chosen since it is expected to reflect how NU muslims perceive Eid Al-Fitr 

(Lebaran) related to their consumption priority and consumption pattern. Utilizing 

phenomenological approach, this research will involves some informants to explore the 

topics regarding with what consumers have in mind about Eid Al-Fitr day, what 

consumers usually buy during the day, and what have influenced them to buy those 

things. The objective of this research is to provide the perspective of particular occasion 

from the consumers themselves. It is aimed to deliver more insight that is not yet 

commonly discussed in consumer behavior literature.  

Keywords: Eid Al-Fitr, Muslim, Purchase Consumption 

 

1. INTRODUCTION 

1.1.  BACKGROUND 

Eid Al-Fitr is the biggest celebrated muslim’s holiday in Indonesia as perceived from the 

number of people who celebrate it and how they celebrate. Based on the census in 2010 

(Indonesia Statistic, 2013), among 237,641,326 population of Indonesia, there are 

87.18% are Muslim, 6.96% are Christian, 2.9% Catholic,  1.69% are Hinduism, 0.72% 

Buddhist, and 0.13% are Conghuchu. There are more than 200 million of muslims who 

celebrate Ied al-Fitr each year. Eid Al-Fitr itself is a holiday that marks the end of 

Ramadhan a full-month fasting.  Eid al-Fitr in Indonesia is called as Idul Fitri (or Lebaran).  

 During the end of Ramadhan (fasting) month, shopping malls and bazaars are 

usually flooded by people to buy things for Lebaran such as: new clothes, new shoes, 

food and snack, etc.  On the Lebaran day, people will dress in their best clothes and send 

greeting to their families and neighbors. Another interesting phenomenon is massive 

temporary migration of human as workers, labors, and other people return to their 

hometown or city to celebrate Lebaran with their family.  
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 In East Java, there are 36,133,396 muslims; it is ranked as the third largest 

muslim population in Indonesia after West Java and Central Java respectively. East Java 

has several centers of Muslim study such as in Ngawi (Pondek Modern Gontor), Kediri 

(Lirboyo), Tebu Ireng, Pacul Gowang, and Darul Ulum (Jombang).  Most of them are 

affiliated with the biggest Islam organization called as Nahdlatul Ulama (NU). The 

influential figures of NU came from East Java as well as its founder, K.H. Hasyim Ashari. 

The history of NU cannot be separated by the development of Muslim population in East 

Java.  

 Considering the huge population of Muslim, it is interesting to explore their 

consumption pattern during Lebaran related to what they purchase and how much they 

spend to celebrate the day. This concept is called as consumption plan (Pettigrew, et.al., 

2001). The consumer behaviour literature provides some insights into the ways in which 

consumers celebrate highly symbolic occasions. Events that occur on an annual basis, 

such as Christmas (Belk and Bryce, 1993), Thanksgiving (Wallendorf and Arnould, 1991), 

Halloween (Belk, 1990), and other western culture-based occasions, including Valentine 

(Close & Zinkhan, 2009); however, there are a few articles in reputable journal that 

discuss Eid al-Fitr celebration, particularly in Indonesia context (called as Lebaran).  

Therefore, this research aims to to explore what they purchase during Lebaran day 

which involves huge spending amount of money in cumulative population. Thus, it 

needs to explore further from the consumer’s perspective about what they experience 

during that holiday related to their consumption plan and priorities.  

1.2.  PROBLEMS FORMULATION 

As discussed above, this research is aimed to reveal the following questions: 

1. What do they think about about Lebaran? 

2. What do they buy during Lebaran? 

3. What do affect them to buy things during Lebaran?  

1.3. RESEARCH OBJECTIVE S 

The objective of this research is to provide the perspective of particular occasion 

form the consumers themselves. It is aimed to deliver an insight that is not yet 

commonly discussed in consumer behavior literature. After exploring this research, it is 

expected to understand the thoughts of the Muslim’s population in Kediri about 

Labaran, what they buy during Lebaran, and what do affect them to buy things during 

Lebaran. In practical, the benefit will reveal about the initial stage of behavior in Lebaran 

day (planning, related to need identification and priorities) and what consumers usually 

purchase during the occasion. Further, their excessive spending may inspire marketing 

practitioners (retail or wholesale brand) to create proper marketing communication 

program to attract more customers to buy more goods as well as retain them to be loyal 

to particular store in celebrating religious event such as Ied al Fitr.  

2. REVIEW OF LITERATURE 

2.1. EID AL-FITR OR LEBARAN IN INDONESIA 

Eid is known in Indonesia as Idul Fitri (or more popular as Lebaran) and is a 

national holiday. Shopping malls and bazaars are usually filled with people to get things 

for Lebaran such as; new clothes, shoes, sandals even food to serve days ahead of Idul 
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Fitri, which creates a distinctive festive atmosphere throughout the country, along with 

traffic mayhem. Many banks, government and private offices are closed for the duration 

of the Lebaran festivities. 

One of the largest temporary human migrations globally is the prevailing custom 

of the Lebaran where workers, particularly return to their home town or city to 

celebrate with their families and to ask forgiveness from parents, in-laws, and other 

elders. This is known in Indonesia as mudik, pulang kampung (homecoming). It is an 

annual tradition that people in big cities such as Jakarta, Surabaya, or elsewhere in 

Indonesia. The government of Indonesia provides additional transportation to handle 

the huge amount of travelers. However, the impact is still tremendous as millions of cars 

and motorcycles jam the roads and highways, causing kilometres of traffic jams each 

year.  

The night before Idul Fitri is called takbiran, it is filled with the sounds of many 

muezzin chanting the takbir in the mosques or musallahs, people usually fill the street 

and also chanting takbir. In many parts of Indonesia, especially in the rural areas, pelita 

(oil lamps, similar to torches) are lit up and placed outside and around homes. 

On the Lebaran day, after performing Eid prayer in the morning, people dressed 

in their new or best clothes will gather to greet their family and neighbors. It is common 

to greet people with "Selamat Idul Fitri" which means "Happy Eid" or “Eid Mubarak”. 

Muslims also greet one another with "mohon maaf lahir dan batin", which means 

"Forgive my physical and emotional (wrongdoings)", because Idul Fitri is not only for 

celebrations but also a time for atonement to ask for forgiveness for sins which they 

may have committed but was cleansed as a result of the fasting in the Muslim month of 

Ramadan. During this Eid morning to afternoon, the zakat alms for poors usually 

distributed in the mosques. 

Families usually will have special Lebaran meal; special dishes will be served 

such as ketupat, opor ayam, rendang, sambal goreng ati, sayur lodeh and lemang (a 

type of glutinous rice cake cooked in bamboo). Various types of kue, cookies and dodol 

sweet delicacies are also served during this day. Younger families usually visit their older 

neighbors or relatives to wish and greet them a Happy Eid also to ask for forgiveness. 

Idul Fitri is a very joyful day for children as adults give them money in colorful envelopes. 

It is customary for Muslim-Indonesians to wear traditional cultural clothing on 

Eid al-Fitr. The Indonesian male outfit is known as baju koko: a collarless long or short-

sleeve shirt with traditional embroidered designs with a "kilt" sarung of songket, ikat or 

similar woven, plaid-cloth, and a headwear known as songkok. Alternatively, men may 

wear either Western-style business suits or more traditional loose-fitting trousers with 

color-matched shirts, and either a peci hat. Traditional female dress is known as kebaya 

kurung. It consists of, normally, a loose-fitting kebaya blouse (which may be enhanced 

with brocade and embroidery), a long skirt both of which may be batik, or the sarung 

skirt made of batik, ikat or songket and either the jilbab (hijab) or its variant the 

stiffened kerudung. 

Later, it is common for many Muslims in both Indonesia to visit the graves of 

loved ones. During this visit, they will clean the grave, recite Ya-Seen, a chapter (sura) 
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from the Quran and also perform the tahlil ceremony. In Indonesia there is a special 

ritual called halal bi-halal. This could be done during or several days after Idul Fitri. 

Usually core family and neighbor first during first day of Idul Fitri, further relatives in the 

next day, and work colleagues in days to weeks later after they get back to work. They 

will also seek reconciliation (if needed), and preserve or restore harmonious relations. 

The rest of the day is spent visiting relatives or serving visitors. 

2.4. ETHNIC MARKET  

Kotler and Keller (2009:84) mentioned that marketers should consider more to 

avoid making over generalization when send a product or service to target one or more 

ethnic groups which also may have another particular identity (religion, customs, and 

other social symbol). In the context of Indonesian’s ethnic market, even in one island as 

Java for example, consumers talk in different language and dialect (Java, Sunda, Madura, 

Tegal, etc), eat different foods (prefer more salty food, sweet food, or spicy food as the 

basic taste), and live within various religions (Islam, Christianity, Catholic, Buddhism, 

Hinduism, Kong Hu Chu). When someone has adopted value and beliefs of particular 

sub-culture, then this person’s identity will be bind tighter to the particular sub-culture 

that he has adopted (Green, 2001). In the sociology perspective, Soekanto (1990) stated 

that social interaction is the main factor in social life; the form of social interaction can 

be either associative or dissociative processes. The associative process may guide us to 

the acculturation and assimilation on certain culture (Seokanto, 1990). Failure in 

understanding the diversity and uniqueness of each ethnic causes serious problem on 

organization performance. 

3. METHOD 

3.1. RESEARCH APPROACH 

This research aims to explore the experience of the muslims when they celebrate Ied 

Mubarak in making a purchase. The important research questions are: what do they 

think about Lebaran, what do they buy during Lebaran, and what do affect them to buy 

things during Lebaran. From the answers of those research questions, it is expected that 

we are be able to describe and interpret the they way muslims perceive and experience 

Ied Mubarak. To begin with, this research will utilize qualitative approach. 

In marketing field, qualitative marketing research is a research that addresses 

marketing objectives through techniques that allow the researcher to provide elaborate 

interpretations of market phenomena without depending on numerical measurement. 

Its focus is on discovering true inner meanings and new insights (Zigmund and Babin, 

2007: p.128). Based on Creswell, Denzin and Lincoln, as well as Guba and Lincoln (in 

Herdiansyah, 2010: pp 10-12), like naturalistic context and setting, aims to obtain 

deeper understanding about a phenomenon, deep-involvement and good relationship 

between the researchers and research subject, data collection method is uniquely 

qualitative, no treatment or manipulation on variable, value digging inherited in a 

behavior, flexible, and the data accuracy is affected by the relationship between 

researcher and research subject. To support data reliability in qualitative setting, it 

needs a good relationship between researcher and research subject; thus, the 

researcher arranges a cultural approach with certain politeness norms. To be fully 
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accepted by the informants is the objective of the researcher to obtain accurate data 

from research subject/ informant. 

As this research wants to reveal deeper understanding on consumer’s 

perspective on Ied al Fitr and elaborate interpretation on their behavior to purchase 

related to what they buy and what affect them to buy, a qualitative research is the 

proper method to obtain the objective.  

Particularly for this research, there are some reasons in employing qualitative 

approach for this research. First, qualitative phenomenological studies are still few 

particularly in a specific case such as the consumers’ perception on celebrating religion 

event. This research is expected to deliver some contribution in understanding the 

consumer’s behavior related their consumption pattern and shopping intention. Second, 

qualitative research is able to dig in-depth information by using data collection methods 

that causes only narrow bias on the findings of the conducted research. Since the author 

perceives that a research on exploring consumption pattern and purchase behavior 

qualitatively is still a few, this result will be one of the significant parts in developing 

further research. It employs qualitative approach to grab the insight based on the 

consumer’s experience about what they actually perceive on the Ied Al Fitr day, what 

they buy to celebrate the day, and what have influenced them during the purchase 

behavior. In doing so, this research applies phenomenology as its research model. Using 

qualitative methods allows for some flexibility to explore the topic in a novel context in a 

manner that provides an in-depth look at the phenomenon in question (Meagher, 2009: 

p.42). 

By handling this research using phenomenology perspective, it is expected to be 

able to describe the lived experience of the participant or informant as the people 

celebrate the Ied al Fitr related to what is they think about Ied al Fitr, what they buy 

during Lebaran, and what affect them to buy things in Ied al Fitr. 

3.3. RESEARCH LOCATION 

This research takes Kediri, one of the big cities in East Java- Indonesia, as its 

location. This location has one of reputable the Islamic education centers for Nahdlatul 

Ulama namely Pondok Pesantren Lirboyo. This location is chosen as it is expected to 

reflect how muslims perceive Eid Al-Fitr (Lebaran) related to their consumption priority 

and consumption pattern.  

3.4. RESEARCH INSTRUMENT AND DATA COLLECTION 

Qualitative research relies more on the researcher as the data collection 

instrument. Researcher utilizes in-depth interview and participative observation to 

obtain the data. There are three items utilized by the researcher to obtain data and to 

find proper informants. 

3.4.1. Screening Form 

It is utilized to screen and scan the informant candidates to know whether or not they 

fulfill the requirement/criteria. It explains some directions to fill in the blank space or 

choose one of the choices provided in form. The screening form contains some 

questions such as (a) How do they know about the research?, (b) How long have they 
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been living in Kediri, (c) Will they agree to join this research and participate in interview 

session? 

3.4.2. Demographic questionnaire 

Demographic questionnaire aims to obtain demographic information of the informant 

candidate related to know the age, gender, educational background, marital status, 

religion, occupancy, and monthly income. 

3.4.3. Open-ended list of questions 

This list of questions guides the interview process to focus on the discussed topic as well 

as provide short description about what the researcher wants to dig in-depth during the 

interview for the informants. It is important for informant’s decision making to join or 

cancel as the questions reflect about the kind of information to grab. 

3.5. RESEARCH INFORMANTS 

3.5.1. Choosing the Informants 

Finding the informants is quite hard task in this research. The research location was a 

new environment for the researcher so that a help from the researcher’s friends who 

live in Kediri is significant during the initial stage of informants finding process. The 

population of this research is all of the Kediri residents.  

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1. Informants Selection Process 

The researchers started by trying to know the activities some of the pengajian (holy 

Quran recitation) groups in Kediri. After being introduced by one of the researcher’s 

friends to the informants, the researcher conducted an intensive approach to the 

informants by guaranteeing that the collected data are merely aimed for academic 

purposes. The group is a non formal group which is considered based on the mosque to 

where they conduct pengajian activities. There are several pengajian groups that can be 

visited to find the informant; in each group, it has some members who regularly join the 

activities. Yet, the researcher tries to find out the opinion leader among the small groups 

of pengajian (holy Quran reciting activity) to ensure the proper informants are involved. 

It takes a month to find out the figures of informants based on the preliminary interview 
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Some rejection occurs from the informants whom then are not involved in this research 

due to various reasons such as: too busy, not interested in, and hesitated to participate. 

This problem is commonly found in a research which takes informants in small city who 

do not have any familiarity with research matters; moreover in qualitative approach, the 

rejection to be an informant is more frequent to occur since it needs intensive 

involvement from the participant.  
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