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FOREWORD AND OPENING REMARK  

   

In the name of Allah, The Most Gracious the Merciful  

Assalamu’alaikum Wr. Wb.  

 

Heartiest Greeting from Indonesian Accounting Lecturer Association (ADAI) - 

Indonesia, to you All in all over the World  

 

Honourable Keynote Speaker. Respectable, all presenters for this THE 1st 

INTERNATIONAL ACCOUNTING STUDENTS CONFERENCE (IASC). 

Beloved committee, students, participants, ladies and gentlemen My Name is Arfan 

Ikhsan Lubis as Chairman of the Asosiasi Dosen Akuntansi Indonesia (Association of 

Indonesian Accounting Lecturers/ADAI), it is such an honor for me to welcome you all 

to our THE 1st INTERNATIONAL ACCOUNTING STUDENTS CONFERENCE 

(IASC) in keynote speakers’ session and parallel sessions with lecturers, researchers and 

students worldwide. This is our 1st International Accounting Students Conference Talk 

with the theme: MULTIPARADIGM PERSPECTIVE ON ACCOUNTING, 

FINANCE AND TAX. 

 

Dear Brothers and Sisters  

Through the introduction of this Forum, we can learn about the strengths/ weaknesses of 

students and give them the opportunity to learn through their strengths. Students have the 

opportunity to explore the world, develop their own skills and develop their own abilities. 

Accounting, Finance and Tax is a process that provides appropriate information from an 

entity not limited to financial data to stakeholders to ensure that the entity continues to 

carry out its operations within legal limits and achieve its socio-economic goals.  

 

The fundamental role of accounting is as a provider of information and a source of 

answers for all matters related to corporate finance. You can use reports that contain 

complete and accurate information to stabilize and even improve your company's 

performance. Therefore, you should immediately compile your books and update them 

regularly so that your company's finances can be neatly arranged. You can use accounting 

software or digital accounting services to make your accounting work easier. In addition, 

this step aims to prevent human errors that occur in manual recording, which can impact 

the company's performance. 

 

INTERNATIONAL ACCOUNTING STUDENTS CONFERENCE (IASC) is a 

series program for students. International conferences are an important thing for 

Indonesian and international students to attend, by attending international conferences, 

students can express opinions effectively. Academic benefits that can be obtained by 

participating in international conferences, namely international conferences will be a 

place for students to meet experts in various fields, so that these students feel they can 

expand their networking and also gain new knowledge from professors, speakers, and 

scientists from around the world, by participating in international conferences.  

Ladies and gentlemen, That’s the end of my opening remark, thank you very much for 

your kind attention.  

 

Best regard,  

Dr. Arfan Ikhsan Lubis  

Chairman of the Association of Indonesian Accounting Lecturers (ADAI) 
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CONCEPTUALIZATION MANAGEMENT CONTROL SYSTEM IN 

THE PERSPECTIVE OF JAVANESE "UNEN-UNEN" CULTURE 

 

Aang Kunaifi 

Universitas Airlangga 

aangkunaifi@gmail.com 

 

ABSTRACT 

 

The research aims to explore the conceptualization of a management control 

system through the perspective of the Javanese "unen-unen" culture. The research 

was conducted using a literature study approach. The results showed that the 

values in Javanese "unen-unen" culture could be conceptualized into the 

development of a management control system through the elements of self-

control, formal control, and environmental control. Limitations and suggestions 

for research have been given by the author at the end of the paper. 

Keywords: management control system; Javanese culture; self-control, formal 

control; environmental control 

 

INTRODUCTION 

The management control system is often understood as a system in an 

organization used by management to align employee behavior with organizational 

goals (Euske and Riccaboni, 1999). The management control system is one of the 

important elements in the operation of an organization. Management will try to 

develop a system in the organization that will be able to control the process and 

even the behavior of elements in an organization to achieve organizational goals. 

However, there is no standard concept in developing a management control 

system in the organization. This is due to the broad scope of the management 

control system and the many models of management control systems initiated by 

various experts and researchers such as Simons (1990), Otley (1999), and Malmi 

and Brown (2008). The idea of the management control system model often 

focuses more on the internal aspects of the company. Whereas the external 

elements of the organization also have the opportunity to form a suitable 

management control system model in the organization. 

The external aspects of the company have a role in developing the 

management control system model. One of the external elements of the 

organization that can be considered to create a management control system mode 

is culture. Culture offers a unique mechanism when internal processes and rules 

cannot be carried out through the action-repair cycle (Lebas and Weigestein 

1986). Internalization of culture will be able to move elements in the organization 

to act "properly". However, recent research has raised more internal 

organizational culture than the local culture where the organization is located, 

which also has the potential to be used as a foothold in developing an appropriate 

management control system model. 

Cultural aspects can also be used in developing a management control 

system model. Cultural reviews have the opportunity to contribute to developing 

a management control system model because culture will be attached to where an 

entity is located and contribute to human behavior. This is confirmed by 

Kolesnik's (2013) opinion that culture has a strong influence that underlies human 

behavior and social values and has an impact on business practices. 
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The purpose of this study is to explore the role of local culture in developing 

the conceptualization of management control systems. The cultural approach used 

as a reference in this study is Javanese culture. Javanese as the majority tribe in 

Indonesia has a noble culture that is still maintained and closely held by the 

Javanese people. The side of Javanese culture that is used as a perspective in this 

study is the "unen-unen" culture which is a traditional proverb inherent in the 

daily life of Javanese society. The "unen-unen" culture philosophically has 

meaning as Javanese norms and values that can be applied in the daily lives of 

Javanese people (Utomo and Hardyanto, 2021). 

This study is qualitative research with technique approach as library 

research. The object of research is verbal text data collected from scientific 

articles, textbooks, Javanese idiom dictionaries, and blogs or websites. The 

research data were analyzed using referential analysis. Referential analysis was 

conducted to reconstruct, identify, and describe the values of Javanese local 

wisdom to conceptualize the management control system. 

 

Conceptualization of Management Control System in Javanese Culture 

Cultural aspects as having an important role in the development of 

management control systems. Culture is able to become an action-repair 

mechanism when the rules and processes in an organization do not work (Lebas 

and Weigestein, 1986). However, this does not mean that the role of culture in the 

management control system is terminated. The role of cultural aspects can be 

taken in the process of preparing and designing management control systems in 

organizations. Therefore, the selection of culture to be adapted in the development 

of a management control system is the local culture where an organization is 

located or better known as local wisdom. 

The philosophical side of local wisdom can be categorized in two aspects, 

namely: (a) ideas, thoughts, intellect that are abstract, and (b) local wisdom in the 

form of concrete, visible things (Wagiran, 2021). Local wisdom in the abstract 

category includes various knowledge, views, values and practices of a community 

both obtained from previous generations of the community, as well as those 

obtained by the community in the present, which do not come from previous 

generations, but from various experiences in the present, including from contact 

with other communities or cultures. Meanwhile, local wisdom in the concrete 

category can include material things. Both elements of wisdom are united in the 

form of cultural heritage. 

The culture that can be raised in the development of management control 

systems in this article is Javanese culture. Javanese culture, which is owned by 

the majority of people in Indonesia, has a strong noble value and has been 

preserved for generations. In this research, the "unen-unen" culture will be taken 

which is an abstract local wisdom as a form of cultural heritage. Javanese "unen-

unen" culture is an adegium in the daily life of Javanese society and has become 

one of the propositions of Javanese culture.  Various kinds of unen-unen that are 

communicated to the supporting community make citizens able to understand and 

respond to the intent or message of cultural wisdom conveyed through language 

(Rahyono, 2021). The results of the analysis of the value content of the cultural 

"unen-unen" raised in this study are described in table 1. 

 

 

 

 



3 

 

Table 1 Literature Data Analysis 

No Reseacher Title Unen-Unen 
Value 

content 

1 Edtiyarsih et al. 

(2021) 

Interpretation of the 

traditional proverb “jer 

basuki mawa beya” on 

abnormal audit fees in 

the context of 

improving audit quality 

Jer basuki 

mawa beya 

Seriousness 

Sacrifice 

2 Yuniati et al. (2021) Pengendalian Internal 

Berbasis Budaya Jawa 

Pitutur Sinandi Ora 

Ilok: Implementasi 

Mewujudkan Kualitas 

Laporan Keuangan Di 

Pemerintahan Kota 

Kediri Di Jawa Timur. 

Sinandi ora 

ilok 

good habits 

togetherness 

reminding 

each other 

trust 

honesty 

3 Sariningsih & 

Widhyasmaramurti

. (2020) 

The Concept of Unen-

Unen and Free 

Corruption 

Environment: An Anti-

corruption Lesson from 

Javanese Heritage 

Aluwung 

kalah wang 

tinimbang 

kalah wong; 

Aja melik 

darbeking 

liyan; 

Narima ing 

pandum; 

Aja ketungkul 

marang 

kalungguhan, 

kadonyan lan 

kamareman 

Respect 

Honesty 

Optimistic 

Confident 

4 Rozai (2019) Perspektif Independensi 

Dan Budaya Jawa 

“Ewuh Pakewuh” 

Terhadap Kinerja 

Aparat Pengawas 

Internal Pemerintah 

(APIP) Di Solo Raya 

Ewuh 

pakewuh 

high regard 

respect 

implementin

g the policy 

sincerity 

5 Pangesti, R. D. 

(2017) 

Corporate Social 

Responsibility Dalam 

Pemikiran Budaya Jawa 

Berdimensi 

“Hamemayu Hayuning 

Bawana”(Pendekatan 

Studi Hermeneutika) 

Hamemayu 

hayuning 

bawana 

Guarding 

Control 

Beauty 

6 Pratiwi (2016) Perbaikan Yang Perlu 

Dilakukan Dalam 

Penerapan Personnel 

Dan Cultural Control 

Berbasis Filosofi 

Kepemimpinan Hasta 

Brata Untuk Mengatasi 

Control Problem Pada 

PO “MAHKOTA” Di 

Kediri. 

Hasta brata Empowering 

Fun 

Directing 

Careful and 

thorough 

Fair 

Open 

Broad 

outlook 

Steadfast 
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The typology of the management control system in the perspective of 

Javanese "unen-unen" culture includes 3 things, namely self-control, regulatory / 

formal control, and environmental control. Self-control includes the ability of 

each individual to control attitudes and thoughts. The values included in self-

control include: honesty, self-confidence, having good habits, seriousness, fun, 

carefulness, and determination. In addition to the concept of self-control, 

Javanese "unen-unen" culture also offers a number of values that can be acted out 

as formal control in the organization. Among the values of formal control are 

respect, optimism, guarding, controlling, togetherness, reminding each other, 

trust, high appreciation, respecting, implementing policies, strengthening, 

directing, and justice. In addition, the Javanese "unen-unen" culture also offers a 

number of values that, if connected to the development of a management control 

system, become external elements of the organization as environmental control. 

The values of environmental control include: sacrifice, beauty, openness, and 

broad outlook. 

 

CONCLUSION 

The purpose of this study is to explore the role of local culture in the 

development of management control system conceptualization. The cultural 

approach is used as another alternative in the conceptualization of the 

management control system. The results of the analysis of values in the Javanese 

"unen-unen" culture can be conceptualized into a typology of management 

control systems through 3 elements of management control, namely: self-control, 

formal control, and environmental control. Javanese people strongly uphold 

Javanese values from generation to generation so that Javanese "unen-unen" 

cultural values can be practiced in everyday life. The philosophical values of 

Javanese "unen-unen" culture can be an alternative conceptualization of 

management control systems in organizations. 

The results of this study contribute to the development of management 

control system literature. First, this study provides another perspective in the 

development of management control systems. Second, the exploration of 

Javanese cultural values in management control in organizations can be 

developed not only by paying attention to organizational culture but also by 

strengthening the local cultural values where an organization is located. The 

research results have a number of limitations because they were conducted only 

through literature studies so that the validity of the research through the 

triangulation mechanism can only be done by comparing one literature with 

another. Therefore, future research can develop research through an ethnographic 

methodological approach so that research sources can be diverse, and research 

can be carried out on certain sites in depth. 
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IMPROVEMENT SME’S PERFORMANCE THROUGH INNOVATION 

STRATEGIES, EMPATHETIC LEADERSHIP, INFORMATION 

TECHNOLOGY CAPABILITY, AND MARKET COMPETITIVE 

CAPABILITY (EMPIRICAL STUDY ON MSMES IN SERANG CITY) 

 

Arlienda, Tubagus Ismail, Galih Fajar Muttaqin 

Departemen of Accounting, Faculty of Economics and Business, Sultan Ageng 

Tirtayasa University 

E-mail:arindaarin56@gmail.com 

 

ABSTRACT 

 

This study aims to examine the effect of Innovation Strategy, Empathetic 

Leadership, Information Technology Capabilities, and Market Competition 

Capabilities on SME's Performance. This research is a type of quantitative 

research, data was collected using primary data and online questionnaires using 

the Google form to obtain information from respondents, namely SME's actors in 

Serang City. The analytical method used is Structural Equation Modeling (SEM) 

with Partial Least Square (PLS) Path Modeling with the SmartPLS 3.0 analysis 

tool. The results of this study are 1) Innovation Strategy has an effect on 

Information Technology Capability. 2) Innovation Strategy has an effect on 

Market Competition Capability. 3) Empathic Leadership influences Information 

Technology Capability. 4) Empathic Leadership influences Market Competition 

Capability. 5) Information Technology Capabilities affect the Performance of 

SMEs. 6) The ability of market competition affects the performance of SMEs. 

Keywords: Innovation Strategy, Empathetic Leadership, Information 

Technology Capability, Market Competition Capability, SME's Performance. 

 

INTRODUCTION 

The Covid-19 pandemic caused economic growth to weaken, which led to 

a decline in the national and global economy. Micro, Small and Medium 

Enterprises (MSMEs) are one of the sectors most affected by the pandemic. 

MSMEs help the growth of the underdeveloped people's economy and increase 

national income (Novitasari, 2021). MSMEs have a significant and strategic role 

in nation building (Sarfiah et al., 2019). The community, especially residents of 

the city of Serang, really feel the benefits of the existence of these SMEs. 

According to the researchers' initial observations, it shows that several MSMEs 

in Serang City have stopped selling, but there are also those that are operating 

despite limitations. To continue to survive in an unstable situation, MSMEs need 

high performance capabilities. To be able to achieve its goals, human resources 

must perform well. Therefore, companies must consider the factors that affect 

performance (Aulia et al., 2015). So far, more performance improvements have 

been associated with physical resources. Improving the company's performance 

from a physical and financial perspective is very relevant, but it is the actual HR 

capabilities that increase the value from both sides (Mayo, 2000). 

Effective business strategy will influence superior performance behavior 

(Mustikowati & Tysari, 2014).A survey shows that the lack of innovation is one 

of the reasons MSMEs cannot cope with challenges and are either forced to fail 

or struggle to thrive. The innovation strategy is one of the steps that must be taken 

to improve the performance of MSMEs. Along with increasingly fierce business 

competition, MSMEs are trying to gain competitive advantage through various 

mailto:arindaarin56@gmail.com
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strategic innovations. One element that can enhance strategic innovation is 

corporate leadership. This is because leadership has the ability to increase the 

amount of investment made to drive innovation, which in turn will improve 

company performance. 

A leader with strong leadership qualities will create a team. It is very 

important to be competent and empathetic, according to leadership experts 

because empathy is very important in leadership. Leadership requires empathy 

because it shows subordinates that the boss is interested in their needs and 

achievements (William A et al., 2016). In order to later be able to build a trusted 

team to improve MSME performance, IT capabilities and competitive capabilities 

in the market are very important to increase MSME success, as well as strategic 

innovation and empathetic leadership. 

SMEs face difficulties in using IT during the pandemic and new adaptation 

era. The ability of MSMEs to overcome technology and lack of technical 

infrastructure that cannot be offered is a barrier. Process quality can affect 

performance. In addition, information systems capabilities have a significant 

impact on how strategic IT is used (Lin et al., 2015). Data shows that changes in 

Covid-19 reduced market demand and caused 47% of MSMEs to close. The lack 

of market demand is caused by the ability of SMEs to compete in the market. In 

this digital era, IT capabilities are very closely related to market competition 

capabilities in supporting MSME performance improvements. 

 

LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT 

Resource-Based Theory 

According to RBT theory, the resources owned by a company can be used 

to gain competitive advantage and help the company's long-term performance 

(Wernerfelt, 1984). The RBT theory is considered relevant for this study because 

it examines company resources, namely those owned by the company and 

possibly controlled to improve company performance. 

 

Innovation Strategy 

The company's innovation direction is determined by the innovation 

strategy which serves as a fundamental tool (Dittmar et al., 2014). To create 

goods, services, procedures and new business models, companies must have the 

ability to manage a competitive environment. There is a possibility that strategic 

innovation is successful based on an orderly planning process because MSMEs 

need innovation planning because if it does not develop it will endanger the 

company in facing increasingly fierce competition. Both for buyers and sellers, 

the goods provided are gradually changing and getting better. Companies that can 

implement innovative ideas will be lucky. 

 

Empathic Leadership 

Empathic leadership isn't just about emotion, it benefits teams and 

organizations. When organizational managers maintain open lines of 

communication with employees and keep their attitudes and behavior aligned 

with organizational goals, employees will accept the responsibilities assigned and 

change their behavior more quickly. (Lings, 2004). 
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Information Technology Capability 

Technological capability is the ability of a business to gain a competitive 

advantage by utilizing various resources and technologies (Afuah, 2002). IT 

capability is defined as the ability to mobilize and deploy enterprise resources by 

using IT together with other capabilities and resources(Zhang et al., 2009). 

 

Market Competition Capability 

The company's ability to outperform its competition in the market through 

marketing. Effective planning involves analyzing prices, product channels, and 

frequent promotions by competing companies. This is a way to compete in the 

market. 

 

MSME performance 

MSME performance is the result of work done by individuals, which can 

be done within the company and for a certain period of time, this performance 

depends on the size or level of the organization where the individual works 

(Aribawa, 2016). Performance at work is never independent, it is always related 

to employee job satisfaction and the level of compensation provided, and is 

influenced by one's skills, abilities, and personal traits. 

 

RESULTS AND DISCUSSION 

 

Table 1 Path Analysis Results 

Path 
Original 

Sample (O) 

T-Statistics 

(|O/STERR|) 
P. Values Ket 

SI → KTI 0.427 4,369 0.000 Accepted 

SI → KPP 0.515 5,369 0.000 Accepted 

EMP → 

KTI 0.522 5,365 0.000 Accepted 

EMP → 

KPP 0.449 4,699 0.000 Accepted 

KTI → 

KUM 0.406 4,917 0.000 Accepted 

KPP → 

KUM 0.574 6,930 0.000 Accepted 

Source:outputSmartPLS (2023) 

 

In table 1, it can be seen from the results of data processing using SmartPLS 

that the relationship between SI and KTI is significant with a T-statistic greater 

than T-table (4.369 > 1.96) and the original sample value is positive, namely 

0.427, so it can be concluded that SI has a positive and significant effect on KTI 

so that H1 is accepted. The Innovation Strategy provides support in using 

information technology that will be used in SMEs. Selection of strategies can 

improve the ability of SMEs in improving their information technology 

capabilities. This research is in line with the research of Irhas et al (2020) which 

states that the implementation of an innovation strategy can influence businesses 

to have information technology capabilities. 

In the relationship between SI and KPP, which is significant with the T-

statistic greater than T-table (5,369 > 1.96) and the original sample value is 

positive, namely 0.515, it can be concluded that SI has a positive and significant 
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effect on KPP H2 is accepted. The Innovation Strategy provides support in 

implementing market competition that will be used by MSMEs to compete. The 

choice of strategy can increase the ability of SMEs to compete in the market. This 

research is in line with the research of Sahi et al (2019) which found that the effect 

of innovation strategy on market competition ability is significant and positive, 

as well as research by Zahoor et al (2022) which states that innovation strategy 

has a positive effect on market success in MSMEs. 

In the relationship between EMP to KTI, which is significant with the T-

statistic greater than T-table (5,365 > 1.96) and the original sample value is 

positive, namely 0.522, it can be concluded that EMP has a positive and 

significant effect on KTI H3 accepted. Empathic Leadership gives support in 

implementing information technology that will be used in SMEs. Empathic 

leadership can improve the ability of umkm in improving their information 

technology capabilities. This research is in line with the research of Jaroliya and 

Gyanchandani (2011) which states that there is a positive relationship between 

empathetic leadership style and information technology skills. 

In the relationship between EMP and KPP, which is significant with the T-

statistic greater than T-table (4,699> 1.96) and the original sample value is 

positive, namely 0.449, it can be concluded that EMP has a positive and 

significant effect on KPP H4 accepted. Empathic Leadership gives support in 

contributing to the application of market competition that will be used in SMEs. 

The decision of a leader to adopt empathetic leadership can increase the ability of 

SMEs to increase market competition. This research is in line with Ghezzi's 

research (2022) which states that to support the efforts of managers and 

entrepreneurs to be more empathetic and emotionally intelligent when dealing 

with competitors, which provides research results that empathetic leadership has 

a positive influence on market competition capabilities. 

In the relationship between KTI and KUM, which is significant with the T-

statistic greater than T-table (6,930 > 1.96) and the original sample value is 

positive, namely 0.574, it can be concluded that EMP has a positive and 

significant effect on KPP H5 is accepted. Information Technology capabilities 

provide support in improving performance in SMEs. The ability of Information 

Technology can improve MSME performance. This research is in line with the 

research of Sidiq and Astutik (2017) which states that information technology 

capabilities have a positive effect on MSME performance, and Byoungho jin and 

Hyeon Jeong Cho (2018) which state that information technology capabilities 

improve MSME performance. 

In the relationship between KPP and KUM, which is significant with the T-

statistic greater than T-table (4,369 > 1.96) and the original sample value is 

positive, namely 0.427, it can be concluded that EMP has a positive and 

significant effect on KPP H6 being accepted. Market Competition Capability 

provides support in improving MSME Performance. The ability of market 

competition can improve MSME performance. This research is in line with the 

research of Nayati Utami et al (2019) which states that the ability of market 

competition through e-commerce can affect the performance of MSMEs, and 

Byoungho Jin and Hyeon Jeong Cho (2018) which states that the ability of market 

competition improves the performance of MSMEs. 
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CONCLUSION 

It can be concluded that the Innovation Strategy, Empathetic Leadership, 

Information Technology Capability, and Market Competition Capability affect 

the Performance of MSMEs. This is a fact. Improving the performance of 

MSMEs is urgently needed to improve the people's economy in the post-Covid-

19 pandemic. Our study shows that Innovation Strategy and Empathic Leadership 

correlate mainly with Information Technology Capabilities and Market 

Competition Capabilities in improving MSME Performance. Furthermore, the 

authors identify that an optimal Innovation Strategy and empathetic leadership 

can produce a wise decision so as to achieve a company's competitive advantage. 

Innovation Strategy provides higher opportunities to compete in the market. A 

good innovation strategy can produce maximum performance. Likewise, the 

company's information technology capabilities and market competition 

capabilities in this globalization era will be very beneficial if they are improved. 

One of the limitations of this study is related to the size and structure of the sample 

because the number of MSMEs in Serang City is large and the researchers do not 

have enough time. Future research may involve more MSME actors from various 

regions with different activity profiles and coaching programs. 
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ABSTRACT 

 

The main purpose -This research was conducted to determine the effect of 

environmental cost on firm performance with Good Corporate Governance as a 

moderating variable.  

Method -This study uses simple linear and moderated regression analyses (MRA) 

to test the hypothesis. Main Findings –This research found that environmental 

cost effect on firm performance and influence environmental cost to firm 

performance cannot be moderated by variablesGood Corporate Governance. 

Theory and Policy Implications –The implications of this research are addressed 

to companies, especially companies related to the environment.  

Research Novelty –This study uses a moderating variable, Good Corporate 

Governance, as updates and the latest research period, 2018-2021.  

 

INTRODUCTION  

The issue of environmental damage is becoming increasingly concerned by 

various groups. Many companies take advantage of the surrounding environment 

in their activities, which can often negatively impact them. Concerns over this 

environmental problem will arise, which triggers the stakeholder to care and want 

the best effort to overcome these problems. To minimize the negative impacts that 

arise, it is necessary to take actions that can restore the function of the 

environment as it should.  

Environmental damage due to human activities, in this case by companies, 

will create environmental disputes between legal subjects, whether individual 

subjects or legal entities/corporations (Jamaluddin et al., 2020). One example of 

this case is that the Ministry of Environment and Forestry (KLHK) has filed a 

civil lawsuit against eleven companies that have caused forest fires and illegal 

logging to the Supreme Court with a total fine that must be paid reaching IDR 18 

trillion (tirto. id, 2019).  

Environmental management that is not optimal by the company can lead to 

a bad assessment of the company stakeholder. Companies aware of the 

importance of environmental management can increase company value resulting 

in increased revenue followed by increased company performance (Bahri & 

Cahyani, 2016). Various steps were taken by the company in order to produce 

firm performance better. One of these efforts is through environmental costs 

issued by the company. Environmental cost, as part of environmental accounting 

practice, is information regarding the amount issued by the company related to 

environmental problems for prevention, repair, and maintenance.  

In practice, can the environmental costs have incurred increase firm 

performance? Another factor to consider is how good Corporate Governance 

(GCG) manages environmental costs. Companies must ensure that they have 

implemented good GCG practices, including transparency in social activities, 
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especially environmental activities recorded in financial reports (Miladiasari et 

al., 2021). The main benefit for companies implementing GCG is gaining the trust 

of investors and the public. Several previous studies have shown the influence of 

environmental costs, as (Dewata et al., 2018) found a negative effect between 

environmental costs on company performance. Then Siregar et al. (2019) found 

no influence between environmental costs and financial performance. Then W. 

Setiawan et al. (2018) found that environmental costs have a positive and 

insignificant effect on financial performance. Furthermore, other studies have 

shown that environmental costs significantly affect being moderated by good 

Corporate Governance (Miladiasari et al., 2021). Seeing that there are differences 

from the results of previous studies, the researcher will research the influence of 

the environmental cost of good Corporate Governance as a moderating variable.  

 

LITERATURE REVIEW  

Legitimacy Theory  

Legitimacy is a condition related to the psychology of a person or group of 

people who have sensitivity to the symptoms of the surrounding environment, 

both physically and nonphysically (T. Setiawan, 2016). Organizational legitimacy 

is a process of legitimacy carried out by companies to get agreements and avoid 

sanctions from community groups (Mariani, 2017). Legitimacy theory can relate 

to the concept of a social contract. The survival of an organization will be 

threatened if the community feels that the organization has violated the social 

contract (Deegan, 2002).  

 

Agency Theory  

According to Jensen and Meckling (1967) in Fadillah (2017), agency theory 

states that a company is a legal, contractual relationship between shareholders 

(principal) with management (agent). Based on agency theory, agency conflict 

will arise if there are differences in interests between managers and shareholders 

(Candradewi et al., 2016). MechanismGood Corporate Governance (GCG) can 

be useful in managing and controlling companies to minimize agency conflicts to 

create positive value for all stakeholders (Kristiani & Werastuti, 2020).  

 

Environmental Cost  

Environmental costs (environmental costs) are costs incurred by the 

company due to the impact of having carried out an activity (Mariani, 2017). 

Environmental costs to companies are related to costs for preventing, detecting, 

and improving environmental degradation (Setiawan, 2016). Appropriate 

allocation of expenses and environmental costs for environmental responsibility 

activities will positively impact sustainable business companies (Dewata et al., 

2018).  

 

Firm Performance  

Company performance is the result the company obtains for the operational 

activities carried out (Lestari & Juliarto, 2017). The success of management in 

managing the company can be observed through the number of sales, assets 

owned, workforce, and ratio analysis (Setiawan et al., 2018).  

 

Good Corporate Governance  

By definition, corporate governance is a system that regulates and controls 

companies that create added value (value added) for all stakeholders (Monks, 
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2003). There are two things emphasized in this concept. First is the importance 

of shareholders' right to obtain correct and timely information. Second, the 

company must disclose (disclosure) accurately, timely, and transparently with all 

company performance, ownership, and performance information stakeholder 

(Kaihatu, 2006).  

 

Influence Environmental Cost to Firm Performance 

Environmental cost issued by the company to deal with environmental 

problems is one of the concerns for the company in improving firm performance. 

Judging from the theory of legitimacy, concern, and awareness of the company to 

allocate environmental costs able to prevent conflict with the people who live in 

the environment where the company is located. According to research results 

(Dwi & Handayani, 2018), CSR costs affect company performance because CSR 

costs incurred by companies can provide long-term benefits. This is in line with 

the results of Setiawan et al. (2018); environmental costs and financial 

performance have a positive and insignificant effect.  

H1: Environmental cost positive effect on firm performance  

 

Influence Environmental Cost to firm Performance with good Corporate 

Governance as the Moderating Variable  

Budgeting company environmental costs can minimize environmental 

damage, which can cause substantial losses, both for the community around the 

company and for the company itself. The company's purpose is to allocate 

environmental costs, namely as support for the company's activities. One of them 

is to support good Corporate Governance. ImplementationGood Corporate 

Governance (GCG) consistently has an important role in improving management 

oversight so that there is encouragement to make effective decisions and 

opportunistic actions that harm the company can be prevented. Good GCG is also 

expected to increase public trust in the company. Based on the results of 

Miladiasari et al. (2021) shows that environmental cost has a significant effect on 

firm performance, which good Corporate Governance moderates.  

H2: Good Corporate Governance can moderate influence environmental cost 

to firm performance  

 

METHOD  

This study uses a quantitative approach. The population used is all 

companies in the mining sector, basic industry and chemical sectors, various 

industrial sectors, and the consumer goods industry sector, listed on the Indonesia 

Stock Exchange (IDX) for 2018-2021. Research data comes from secondary data 

obtained through documentation techniques. Determination of the sample from 

the population using a purposive sampling technique with criteria including (1) 

Companies that publish complete annual reports and financial reports and (2) 

Companies whose annual reports present the data needed in research. Thirty-one 

companies are included in the research criteria with the year of observation 2018-

2021, so the total research sample is 124.  

The independent variable in this study is environmental cost (X). 

Environmental cost is the cost incurred by the company to manage the 

environment and prevent or mitigate environmental damage. Indicators used for 

environmental costs are the cost incurred for CSR activities.  

𝐸𝐶 =
𝐶𝑂𝑆𝑇

𝑃𝑟𝑜𝑓𝑖𝑡
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The dependent variable in this study is (Y). It is a measure to determine 

how much the company can produce achievements. Indicators used for firm 

performance are Tobin's Q.  

𝑇𝑜𝑏𝑖𝑛′𝑠𝑄 =
𝑀𝑉𝐸

𝐷𝑒𝑏𝑡
 

 
𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠 

The moderating variable is a variable that influences the relationship 

between the independent variable and the dependent variable, with its position as 

strengthening or weakening (Chotim, 2019: 33). The moderating variable in this 

study is good Corporate Governance (WITH). Good Corporate Governance is a 

system that controls and regulates the company to achieve optimal business 

performance. The indicator used for GCG is the size of the Board of directors.  

 
𝑆𝑖𝑧𝑒 𝑜𝑓 𝑡ℎ𝑒 𝐵𝑜𝑎𝑟𝑑 𝑜𝑓 𝐷𝑖𝑟𝑒𝑐𝑡𝑜𝑟𝑠 = 𝑆𝑢𝑚 𝑜𝑓 𝑎𝑙𝑙 𝑚𝑒𝑚𝑏𝑒𝑟𝑠 𝑜𝑓 𝑡ℎ𝑒 

𝐵𝑜𝑎𝑟𝑑 𝑜𝑓 𝑑𝑖𝑟𝑒𝑐𝑡𝑜𝑟𝑠  

 

Data analysis techniques in this study used descriptive statistical analysis 

and inferential statistical analysis. Descriptive statistical analysis is used to 

determine the minimum, maximum, average, and standard deviation values. 

Inferential statistical analysis uses simple linear and moderated regression 

analyses (MRA).  

  

RESULTS AND DISCUSSION  

Descriptive Statistics  

Table 1 Descriptive Statistical Analysis 

 N Minimum Maximum Mean 
Std. 

Deviation 

Environmental Cost  124 -,13065 ,54640 ,0246222 ,07686570 

Firm Performance  124 ,32 20,25 1,4613 1,84978 

Good Corporate 

Governance  
124 2 13 5,32 2,287 

Valid N (listwise)  124     

 

Table 1 shows a big difference between the maximum values of the 

variable's environmental cost, which is 0.5464, with an average variable value of 

0.0246. Likewise, with variables, firm performance, which has a maximum value 

of 20.25, has a big difference with its average value of 1.4613. Therefore, it is 

necessary to detect the presence or absence of data with extreme values that can 

affect the formed regression model. Outlier data detection is carried out with a 

standard deviation value for each variable with a value greater than (>) 3.  

After detecting the outlier data, 28 data had to be removed from the sample 

data, so the number of samples used in the study was 96. The following is the 

result of the descriptive statistical analysis after the outlier data was released for 

the variables used in the study:  
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Table 2 Statistical Analysis of Descriptive Statistics After Outlier Data 

 N Minimum Maximum Mean 
Std. 

Deviation 

Environmental 

Cost  96 -,03405 ,05483 ,0081226 ,01734465 

Firm 

Performance  96 ,32 2,69 1,1973 ,57489 

Good 

Corporate 

Governance  

96 2 11 4,95 1,981 

Valid N 

(listwise)  96     

 

Based on Table 2, variables environmental cost as measured by the CSR 

cost indicator shows that the minimum value is -0.03405 obtained by the 

company Krakatau Steel (Persero) Tbk. Next, the maximum value of 

environmental cost is 0.05483, which Aneka Tambang (Persero) Tbk obtained. 

Then the average value of environmental cost is equal to 0.00812. Then the 

standard deviation of environmental cost is equal to 0.01734.  

As measured by Tobin's Q indicator, variable firm performance shows that 

the minimum value is 0.32 obtained by the company Harum Energy Tbk. Next, 

the maximum value of firm performance is equal to 2.69, obtained by the 

company Indocement Tunggal Prakarsa Tbk. Then the average value of firm 

performance is equal to 1.1973. Then the standard deviation of firm performance 

is equal to 0.5749.  

Variable Good Corporate Governance, as measured by the Board of 

Directors size indicator, shows that the minimum value is two obtained by the 

companies Golden Eagle Energy Tbk, Duta Pertiwi Nusantara Tbk, Indo-Rama 

Synthetics Tbk, and Akasha Wira International Tbk. Next, the maximum value of 

good Corporate Governance equals 11 obtained by the companies Surya Toto 

Indonesia Tbk and Mandom Indonesia Tbk. Then the average value of good 

Corporate Governance is equal to 4.95. Then the standard deviation of good 

Corporate Governance is equal to 1.981.  

 

Normality test 

Table 3 Normality Test Results for Model 1 

One-Sample Kolmogorov-Smirnov Test 

 Unstandardized Residual 

N  96  

Normal Parameters,b  Mean  ,0000000  

Std. Deviation  ,20898338  

Most Extreme Differences  Absolute  ,057  

Positive  ,045  

Negative  -,057  

Test Statistic  ,057  

Asymp. Sig. (2-tailed)  ,200c,d  
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Based on the Kolmogorov-Smirnov statistical test results in Table 3 for 

model 1, the magnitude of the Kolmogorov-Smirnov value is 0.057 with a 

significance probability of 0.200, which is above 0.05. This shows that the 

residual data has been normally distributed.  

 

Table 4 Normality Test Results for Model 2 

 One-Sample Kolmogorov-Smirnov Test 

  
MRA Unstandardized 

Residual 

N   96  

Normal Parameters,b   Mean  ,0000000  

  Std. Deviation  ,20611217  

Most Extreme Differences  Absolute  ,054  

Positive  ,039  

Negative  -,054  

Test Statistic   ,054  

Asymp. Sig. (2-tailed)   ,200c,d  

 

Based on the Kolmogorov-Smirnov statistical test results in Table 4 for 

model 2, the magnitude of the Kolmogorov-Smirnov value is 0.054, with a 

significance probability of 0.200, which is above 0.05. This shows that the 

residual data has been normally distributed.  

 

Linearity Test  

Table 5 Linearity Test Results for Model 1 
ANOVA Table 

  
 

Sum of 

Square 
df 

Mean 

Square 
F Say. 

Firm 

Performance 

* 

Environment

al Cost  

Between 

Groups  

(Combined)  31,331 93 ,337 10,049 ,095 

Linearity  1,575 1 1,575 46,986 ,021 

Deviation 

from 

Linearity  

29,755 92 ,323 9,647 ,098 

Within Groups  ,067 2 ,034   

Total  31,398 95    

 

Based on the results of the linearity test in Table 5 for model 1, the 

Deviation from Linearity Sig value is obtained. of 0.098, and the value is greater 

than 0.05, so it can be concluded that there is a significant linear relationship 

between variables' environmental cost (X) with variables firm performance 

(AND).  
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Multicollinearity Test  

Table 6 Multicollinearity Test Results for Model 2 
Coefficients    

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Say. Collinearity 

Statistics 

B Std. 

Error 

Beta Tolerance VIF 

1  (Constant)  ,889 ,154  5,760 ,000   

Environmental 

Cost  

6,950 3,307 ,210 2,102 ,038 ,993 1,007 

Good 

Corporate 

Governance  

,051 ,029 ,175 1,754 ,083 ,993 1,007 

a. Dependent Variable: Firm Performance     

 

Based on the results of the multicollinearity test in Table 6 for model 2, 

variable environmental cost and variablesGood Corporate Governance has a VIF 

value of 1.007, and the value is less than 10, so it can be concluded that there is 

no multicollinearity between the independent variables in this regression model.  

 

Heteroscedasticity Test  

Table 7 Heteroscedasticity Test Results for Model 1 

Coefficients 

 Model 

Unstandardized 

Coefficients 

Standardi

zed 

Coefficie

nts 
t Say. 

B Std. Error Beta 

1  (Constant)  ,429 ,236  1,818 ,072 

Environmental 

Cost  

,380 ,345 ,113 1,101 ,274 

  a. Dependent Variable: Abs_RES    

 

Based on the results of the heteroscedasticity test in Table 7 for model 1, it 

is known that the significance value (Sig.) for the variable environmental cost (X) 

is 0.274, which is greater than 0.05 so it can be concluded that there are no 

symptoms of heteroscedasticity in the regression model 1.  

 

Table 8. Heteroscedasticity Test Results for Model 2 

Coefficients   

Model 

Unstandardized 

Coefficients 
Standardized Coefficients 

t Say. 

B 
Std. 

Error 
Beta 

1  (Constant)  ,219  ,241    ,908  ,366  

Environmental 

Cost  

,162  ,341  ,049  ,474  ,636  

Good  

Corporate  

Governance  

,090  ,065  ,142  1,381  ,171  

a. Dependent Variable: Abs_RES    
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Based on the results of the heteroscedasticity test in Table 8 for model 2, it 

is known that the significance value (Sig.) for the variable environmental cost (X) 

is 0.636, and for variablesGood Corporate Governance (Z) is 0.171. Sig. Value 

both variables are greater than 0.05, so it can be concluded that there are no 

symptoms of heteroscedasticity in the second regression model. 

 

Autocorrelation Test 

Table 9 Model 1 autocorrelation test results 

Model Summary   

Model R R Square 
Adjusted  R 

Square 

Std. Error of the 

Estimate 

Durbin- 

Watson 

1  ,224a  ,050  ,040  ,56326  2,113  

a. Predictors: (Constant), Environmental Cost    

b. Dependent Variable: Firm Performance    

 

Based on the results of the autocorrelation test in Table 9 for model 1, it is 

known that the Durbin-Watson (d) value is 2.113. Furthermore, this value will be 

compared with the DurbinWatson table value at 5% significance with the formula 

(k; N). "k" is the number of independent variables used in this study, then k = 1. 

Then "N" is the number of samples studied, N = 96. So (k; N) to see the Durbin-

Watson table is (1; 96) with a dL value of 1.6466 and a dU value of 1.6887. 

Durbin-Watson value (d) of 2.113 is greater than the upper limit (dU), which is 

1.6887, and less than (4-dU) or 4-1.6887 = 2.3113. So as the basis for decision-

making in the DurbinWatson test above, it can be concluded that there are no 

problems or symptoms of autocorrelation.  

 

Table 10. Model 2 autocorrelation test results 
Model Summary   

Model  R  R Square  Adjusted  R  

Square  

Std. Error of 

the Estimate  

Durbin- 

Watson  

1 ,284a ,081 ,061 ,55713 2,056 

a. Predictors: (Constant), Good Corporate Governance, Environmental Cost   

b. Dependent Variable: Firm Performance   

 

Based on the results of the autocorrelation test in Table 10 for model 2, it is 

known that the Durbin-Watson (d) value is 2.056. Furthermore, this value will be 

compared with the DurbinWatson table value at 5% significance with the formula 

(k; N), namely with k = 2 and N = 96 or (1; 96) so that the dL value is 1.6254 and 

the dU value is 1,7103. The Durbin-Watson value (d) of 2.056 is greater than the 

upper limit (dU), which is 1.7103 and less than (4-dU) or 41.7103 = 2.2897. So 

as the basis for decision-making in the Durbin-Watson test above, it can be 

concluded that there are no problems or symptoms of autocorrelation.  

 

Hypothesis testing  

Table 11 Simple Linear Regression Analysis Results for Model 1 

Coefficients 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients t Say. 

B Std. Error Beta 
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1  (Constant)  1,137  ,064    17,894  ,000  

Environmental 

Cost  

7,424  3,332  ,224  2,228  ,028**  

a. Dependent Variable: Firm Performance  

*, **, and *** indicate a significant effect at the significance level of 10%, 5%, and 1% 

respectively.  

 

Based on Table 11, it is known that the significance value (Sig.) is 0.028, 

which is smaller (<) than the probability of 0.05, so it can be concluded that H1 

accepted and H0 rejected, which has that meaning environmental cost effect on 

firm performance.  

 

Table 12. Analysis ResultsModerated Regression Analysis (MRA)  

for Model 2 

Coefficients 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients t Say. 

B Std. Error Beta 

1  (Constant)  ,987  ,163    6,074  ,000  

Environmental Cost  -8,368  9,311  -,252  -,899  ,371  

Good  Corporate  

Governance  

,030  ,031  ,104  ,978  ,330  

Interaction  2,989  1,701  ,504  1,757  ,082*  

a. Dependent Variable: Firm Performance     

*, **, and *** indicate a significant effect at the significance level of 10%, 5%, 

and 1% respectively.  

 

Based on the test results of moderated Regression Analysis (MRA) that has 

been carried out, the significance value (Sig.) of the moderating variableGood 

Corporate Governance (Z) on influence environmental cost (X) against firm 

performance (Y) is 0.082 and smaller (<) than 0.1. Hence, the moderating variable 

Good Corporate Governance (Z) can moderate the influence of environmental 

cost (X) against firm performance (Y) at a significance level of 10%. Therefore, 

H2 was accepted, and H0 was rejected.  

 

F Test (Model Feasibility Test)  

Table 13 F test results for Model 1 

ANOVAa   

Model 
Sum 

Squares 
of df Mean Square F Say. 

 Regression  1,575  1 1,575 4,965 ,028b 

Residual  29,822  94 ,317   

Total  31,398  95    

a. Dependent Variable: Firm Performance    

b. Predictors: (Constant), Environmental Cost    

 

Based on Table 13, there are two ways to see the results of the F test in 

model 1: looking at the significance value (Sig.) and comparing the calculated F 
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value with the F table value. Sig. The value in the table is 0.028 less than 0.05 or 

0.028 <0.05. Then if you compare the F count with the F table, the F count is 

4.965 greater than F (1.94) of 3.942 or 4.965 > 3.942. Of the two ways, the results 

of the F test show that model 1 is feasible or can be used to explain the effect of 

environmental cost on firm performance.  
 

Table 14 F test results for Model 2 

ANOVAa   

Model  Sum of 

Squares 
 df Mean Square  F Say. 

1  Regression  3,468  3 1,156  3,808 ,013b 

Residual  27,930  92 ,304    

Total  31,398  95     

a. Dependent Variable: Firm Performance    

b.  Predictors:  (Constant),  Interaction,  Good 

Environmental Cost  

Corporate 

 Go 

vernance,  

 

Based on Table 14, there are two ways to see the results of the F test on 

model 2. First, the value of Sig. in the table is 0.013 less than 0.05 or 0.013 <0.05. 

Then if you compare the F count with the F table, the F count is 3.808, greater 

than the F (3.92) of 2.704 or 3.808 > 2.704. Of the two ways, the results of the F 

test show that model 2 is feasible or can be used to explain the effect of 

environmental cost on firm performance with good Corporate Governance as a 

moderating variable.  

 

Coefficient of Determination  

Table 15 Coefficient of Determination for Model 1 

Model Summary  

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 ,224a ,050 ,040 ,56326 

a. Predictors: (Constant), Environmental Cost   

 

Based on Table 15, it is known that the coefficient of determination is 0.050. 

This value implies that the influence of environmental cost (X) against firm 

performance (Y) is only 5%, while the rest of 95%firm performance is influenced 

by other variables not examined.  

 

Table 16. Coefficient of Determination for Model 2 

Model Summary 

Model R R Square Adjusted R Square 
Std. Error of the 

Estimate 

1 ,332a ,110 ,081 ,55099 

to. Predictors: (Constant), Interaksi, Good Corporate Governance, Environmental Cost  

 

Based on Table 16, it is known that the coefficient of determination is 0.110. 

This value means that it is 11% variable firm performance (Y) can be explained 

by variables environmental cost (X), Good Corporate Governance (Z), and 

moderate (multiplication of X and Z). Then the remaining 89% is explained by 

other variables outside the model.  
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InfluenceEnvironmental Cost toFirm Performance  

Based on the results of statistical tests that have been carried out, it shows 

that the significance value (Sig.) of the variable environmental cost (X) is 0.028 

smaller (<) than 0.05, so this shows that the first hypothesis is accepted, which 

means environmental cost significantly influence. The results of this study are in 

line with the research of Nababan & Hasyir (2019), Bhattacharyya & Rahman 

(2019), Okafor (2018), and Widyawan & Sopian (2018).  

The environmental cost is closely related to eco-efficiency, which is the idea 

that businesses can provide higher-quality goods and services while reducing 

negative environmental consequences. Environmental cost companies can 

improve their economic and environmental performance. Environmental cost 

implies that the business practices environmental management to achieve long-

term sustainability and efficiency. Companies will gain legitimacy from the 

surrounding environment because they can fulfill social contracts regarding 

environmental management and limit environmental damage. This responsibility 

can be seen in two ways.  

First, the issue of responsibility is a moral and legal commitment that must 

be obeyed. Customers expect environmentally friendly products, governments 

require companies to follow environmental standards, and employees require a 

safe and clean work environment. Stakeholders who care about the environment 

will support the company. The consistency of environmental concern is 

demonstrated by a clear allocation of costs for environmental management which 

can build public trust. Companies are not only economic actors, but they are also 

social actors. Second, this accountability can be seen in the company's long-term 

investment strategy that places the organization in a conducive and competitive 

business climate.  

Application of appropriations environmental cost will impact the products 

produced and marketed. One of them is a positive image for consumers who want 

to buy the best quality, environmentally friendly, and affordable products. This 

will have an impact on increasing profitability in an industry. Environmental costs 

have a positive effect on competitive advantage because environmental costs 

issued by the company can improve the company's reputation, which has an 

impact (Setiawan & Honesty, 2021).  

Thus, the environmental cost allocated by the company as a form of 

awareness and compliance with environmental management increased. 

Allocating a company's environmental cost means it has fulfilled its legitimacy, 

especially in the surrounding environment. The company's sensitivity in carrying 

out activities to prevent and preserve the environment is an effort to comply with 

the rules and norms that apply in the surrounding environment so that public trust 

will be created and will avoid community sanctions. Apart from the surrounding 

community, other parties will have a favorable view of the company that allocates 

its environmental cost and report it. If the company already has a good image, 

then the sustainability of the company will continue to last for a long period. 

Consumers will choose products from companies that are committed to 

environmental preservation. The company's share price will also increase along 

with the company's environmental management activities. Opportunities to invest 

in companies that allocate environmental costs will also be more open because 

interest in sustainable investing is increasing.  
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Influence Environmental Cost toFirm Performance with Good Corporate 

Governance as the Moderating Variable.  

Based on the results of statistical tests that have been carried out, it shows 

that the significance value (Sig.) of the interaction variable (multiplication 

between environmental cost with good Corporate Governance) is 0.082, so this 

indicates that the second hypothesis is accepted using a significance level of 10% 

or 0.082 <0.1. It means good Corporate Governance can moderate influence 

environmental costs too. The results of this study are in line with the research of 

Miladiasari et al. (2021), Kabir & Thai (2017), Farhan et al. (2019), and Ciftci et 

al. (2019).  

Good Corporate Governance (GCG) is a system to regulate and control the 

company to create added value for all stakeholders. In GCG, there are two 

important things: the right of shareholders to obtain information and the 

company's obligation to make accurate, timely, and transparent disclosures. The 

existence of GCG in the company can be controlled agency conflict due to a 

conflict of interest between the party's principal (shareholders) and party’s agent 

(management). Party Principal certainly wants that the company can achieve its 

goals. One of the efforts to achieve this goal is through the party’s agent, which 

plays a role in regulating and managing the company so that there must be 

harmony between the interests of the party principal and the party’s agent.  

Environmental cost allocated by a company aims to support the company's 

activities. One of them is to support GCG. The implementation of GCG has an 

important role in its implementation because it can improve management 

oversight to encourage effective decisionmaking and prevent opportunistic 

actions that are not in accordance with the interests of the company. Good GCG 

is expected to increase public trust in companies, especially investors and 

creditors, because strong corporate GCG will affect positive perceptions of 

external parties compared to weak corporate GCG. 

The GCG indicator used in this study is the size of the Board of directors. 

The Board of directors supports managers in strategy formulation and 

implementation. The Board of directors contributes to strategic decision-making 

by providing access to the resources on which the company depends. Agency 

theory conceptualizes managers as self-interested agents who must be closely 

monitored. The Board of directors facilitates and empowers managers. Smaller 

board sizes can reach consensus more easily than larger board sizes. However, 

larger boards can be more effective because the monitoring manager's workload 

can be shared over a greater number of individuals. Larger boards can also assist 

companies in obtaining resources such as external funding amounts. Larger 

boards can also be associated with deeper intellectual knowledge that helps 

improve the decision-making process, which in turn increases the company's 

performance.  

Thus, the existence of the Board of Directors as an indicator of GCG can 

moderately influence environmental costs. The larger the size of a company's 

Board of directors can strengthen the influence of environmental costs. 

Environmental costs allocated by the company, especially for CSR activities, can 

be managed properly by the Board of Directors, and the Board of Directors can 

make the right strategy regarding environmental management. The 

Environmental cost If this is disclosed or reported in an annual report in detail, 

stakeholders can assess both the company and their right to obtain information 

fulfilled so that it can increase. The increase can be seen from the indicators used, 

namely Tobin's Q, which calculates the sum of the MVE values or market Value 
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of Equity (market capitalization) and Debt (total debt) and then compares it with 

total assets. The large Tobin's Q value is usually because the company's MVE 

value is also large, which means the company's stock price tends to be high. 

Therefore, that increases due to the influence of environmental cost and 

moderated by GCG due to the company's high share price. One of the triggers for 

stock prices to increase is due to a good assessment of the company that allocated 

its environmental costs, which the Board of Directors can properly manage.  

 

CONCLUSION  

Based on the research that has been done regarding the influence of 

environmental cost on firm performance withGood Corporate Governance as a 

moderating variable in companies in the mining sector, basic industry and 

chemical sectors, various industrial sectors, and the consumer goods industry 

sector listed in the Indonesia Stock Exchange (IDX) for the 2018-2021 period, it 

can be concluded that environmental cost effect on firm performance andGood 

Corporate Governance can moderate influence environmental cost to firm 

performance.  

 

THANK YOU  

Finally, we would like to thank the many people who have helped prepare 

this article. This article is still not perfect, but we hope that the next generation 

can improve it d engg all innovative ideas.  
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ABSTRACT 

The problem of a company that is having difficulties with finances can be 

described as “financial distress”, and it may even lead to bankruptcy. This 

research's goal to establish effects of financial ratios predicted by liquidity ratios 

projected with current ratio, solvency ratios projected with debt to assets ratio, 

profitability ratios projected with return on assets, and corporate governance 

projected with managerial and institutional ownership on industrial financial 

distress. For the years 2018 through 2022, the consumer cyclical sector on 

Indonesia's Stock Exchange (IDX). This method uses quantitative methods with a 

sampling technique using purposive sampling and at least 30 companies have 

been selected as samples of 150 data over five years. In this study the IBM SPSS 

26 testing tool has been applied via logistic regression analysis for data analysis. 

It could be described as the result of this research are simultaneously variable 

current ratio, debt to asset ratio, return on assets, managerial and institutional 

ownership have significant effects on financial distress while partial current ratio 

doesn`t have a significant effects on financial distress, debt to assets ratio, 

managerial and institutional ownership had a significant positive effect on 

financial distress, even when return on assets had a significant negative effects 

on financial distress. 

Keywords: Financial Distress, Current Ratio, Debt To Assets Ratio, Return On 

Assets, Managerial Ownership, Institutional Ownership. 

 

INTRODUCTION 

Consumer cyclical is one of the economic sectors in Indonesia that may be 

impacted by the state of Indonesia's economic growth, which fluctuates every 

year. Following economic expansion, Indonesia's consumer-cyclical industry's 

growth is prone to fluctuations. Due to Indonesia's being affected by the COVID-

19 epidemic, economic growth in 2020 witnessed a very abrupt decrease of -2.1% 

(BPS, 2020). These findings suggest that businesses in the consumer cycle are 

very susceptible to experiencing financial distress.  Because if economic 

development declines, consumer cycle purchases will also decline, businesses 

won't be able to make enough money to pay for their current obligations. 

When confronted with these situations, the business must be able to move 

promptly to improve the situation and the conditions such that they won't be able 

to continue, and ultimately, the demise of the business will result in bankruptcy.  

There are several predictors of financial distress including financial ratios, 

macroeconomics, corporate governance, and special ratios (Kristanti, 2019). 

In this study, financial ratios and corporate governance shall be applied to 

predict financial distress. The three financial ratios used are the projected liquidity 

ratios with the current ratio, the projected solvency ratios with debt to assets ratio, 

the projected profitability ratios with the return on assets, and the projected 

corporate governance with managerial ownership and institutional ownership as 

independent variables. Financial distress has previously been studied as a 

dependent variable. Earlier studies by Anggraeni et al. (2020) learned that current 

mailto:hanifahhana284@gmail.com
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liquidity ratio and leverage DAR had no impact on financial distress, whereas the 

profitability ROA did it.  

Another study was conducted by Syuhada, et al. (2020), the results shows 

the liquidity ratios had impacting financial distress positively, then ratio 

profitability, leverage, cash flow, and company size had impacting financial 

distress negatively, while activity ratio does not affect financial distress. Research 

on effects of institutional and managerial ownership on financial distress has also 

carried out before. Research conducted by Feani and Dillak (2021) with according 

to the study's findings, the independent variables of institutional and managerial 

ownership simultaneously had a significant impact on financial distress while 

partially managerial ownership had a significant positive impact on financial 

distress, while institutional ownership did not impact financial distress.  

 

THEORETICAL BASIS 

In general, signal theory is a signal that corporations give to investors. The 

signals can take many different configurations, both those that can be found by 

quick identification and those that require additional research. Fauziah 

(2017).  According to Setiyoharini and Taufiqurahman (2022), Financial distress 

defined by a persistent decline in business finances, possibly even severe every 

year, and this condition happens before the company experiences bankruptcy or 

liquidation. The Altman Z-Score formula with dummy variables is used to 

calculate financial distress, as is Prihadi's (2019) formula: 

Z = 6.56(X1) + 3.26(X2) +6.72(X3) + 1.05(X4) 

 

If dummy variable is given a value, it gets the value "1" if it is below the 

Alman Z-Score (2.6), and the value "0" if it does not. 

The current ratio is a commonly utilized a a measurement of a business`s 

capacity to satisfy debt maturity requirements in the short term. A company 

having a high level of liquidity indicates it has enough current assets to repay its 

short-term debt and thus avoids the risk of financial distress. Carolina et al (2017) 

The ratio of debt to assets ratio is describes of total liabilities to total assets.  If 

Liabilities of the business exceed the busniness assets, then funding financed by 

the obligations becomes larger and if the amount of liabilities is greater.  The 

business will have trouble making payments obligations, causing financial 

difficulties or financial distress. (Irham Fahmi (2014: 75)). 

The return on assets is a ratio that gauges many profits made on the assets 

that were utilized to make that profit. If the company's low profitability or the 

company's level of efficiency in generating low profits, then this company may 

indicate that it is experiencing financial distress (Dian Novita Sari and Nur 

Handayani (2022).  

According to Subagyo, et al. (2018) Institutional ownership, which includes 

share ownership by investment firms, banks, insurance companies, and other 

organizations, is different from managerial ownership, which refers to ownership 

of a company's shares by management. 

 

RESEARCH METHODOLOGY 

The quantitative research is a sort of analysis by using secondary 

information collected from financial accounts of consumer cyclical sector for the 

period 2018 – 2022 obtained from the official website of the Indonesia Stock 

Exchange, www.idx.co.id and company sites each with a sample size of 30 and 

150 research data for five years. 

http://www.idx.co.id/


30 

 

 

RESULTS AND DISCUSSION 

Results of Descriptive Statistical Analysis 

The average FD result is 0.34, with average standard deviation of 0.47. It 

means average consumer cyclical sector does not encounter financial distress. The 

average CR is 2.35, which means that every Rp. 2.00 of current debt is backed by 

Rp. 2.35 in assets. DAR has a mean of 0.43, which means that business debt 

accounts for 43.4% of the company's assets. The average ROA value is 0.006. 

This suggests that enterprises in consumer cyclical sector may incur significant 

losses because the profit earned is 0.006. The average rate of managerial 

ownership is 0.10, indicating that 10% of the company's management owns stock. 

The average result of institutional ownership is 0. 

 

Logistic Regression Analysis Results 

Results of the Model Feasibility Test  

Hosmer and Leméshow's Goodness of Fit, a feasibility of regression model 

has been evaluated. If the Hosmer and Lemeshow's Goodness of Fit Test value 

equals or falls below (0.05), the hypothesis shall be accepted.If the rate of Hosmer 

and Lemeshow's Goodness of Fit Test is greater than 0.05, the hypothesis cannot 

be rejected (Ghozali, 2021: 358). The chi-square value shown is 6.092 with a sig 

value of 0.637 which indicates there is There is no discernible difference between 

the predicted value and the actual value, and the model is valid since 0.0637 > 

0.05.  

 

Results of the overall model fit test 

The data analyzed in this model founded on the likelihood function. 

Likelihood L of the model there is a likelihood that the proposed model fits the 

data in question. To test the hypotheses, L is transformed to -2LogL. Decreased 

Likelihood (- 2Logl) shows a good regression model and a fit model with data 

(Ghozali, 2021: 357). The test results show that the -2Log Likelihood value has 

decreased from step 0 (192.329) to step 3 (192.311). This means the fit model is 

better. 

 

Results for Determinant Coefficient 

The Nagelkerke R Square values, is the utilized test for measuring the 

extent of an independent ability may have explained and affected a dependency 

variable, indicate the size of the determination coefficient to be found in Logistic 

Regression Model. (Ghozali, 2021: 358). This test displays a value of 0.796 which 

means the variable that is independent can explain the dependent factor as much 

as 79.6% and the remainder 21.4% is accounted for by other factors outside the 

scope of the research model. 

 

Parameter Estimation and its interpretation,  

The independent variable affects financial distress as shown by the 

independent variable hypothesis test with a sig level of <0.05 or <5%. If the 

independent variable has a sig level > 0.05 or 5%, it does not affect financial 

distress. The logistic regression test model equation obtained: 

𝐿𝑛 
𝐹𝐷

1 − 𝐹𝐷
= −12,039 − 0,299𝐶𝑅 + 12,262𝐷𝐴𝑅 − 31,973𝑅𝑂𝐴

+ 12,293𝐾𝐸𝑃𝑀𝐴𝑁 + 7,796𝐾𝐸𝑃𝐼𝑁𝑆 + 𝑒 
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Table 1 Result 
Variables in the Equation 

 B Sig. Exp(B) 

Step 1a Current Ratio -.299 .340 .742 

Debt to Asset Ratio 12,262 .000 211464.002 

Return on Assets -31,973 .000 .000 

Managerial ownership 12,293 .002 218073.744 

Institutional 

Ownership 
7,796 .008 2429,796 

Constant -12,039 .000 .000 

a. Variable(s) entered on step 1: Current Ratio, Debt to Asset Ratio, Return on Assets, 

Managerial Ownership, Institutional Ownership. 

 

The partial findings on the projected liquidity ratio with the current ratio 

hasn`t impact on financial distress because the current ratio's sig value is > 0.05 

with a CR of 0.34 so that H1 is Rejected, whereas the projected solvency ratio sig 

value is < 0,05 with a DAR of 0.00 had a impacting positively on financial distress 

so that H2 is Accepted, managerial ownership sig value is 0,002<0,05 had a 

impacting positively on financial distress so that H3 is Accepted, and institutional 

ownership sig value is 0.008 <0,05 had a impacting positively on financial 

distress so that H4 is Accepted and the projected profitability ratios with ROA sig 

value is 0,000 < 0,05 have a negative impact so that H5 is Accepted. 

While simultaneously seen in the Omnibus Tests of Model Coefficients 

value of 0.000 <0.05, meaning that simultaneously current ratio, debt to assets 

ratio, return on assets, managerial ownership and institutional ownership have an 

effect on financial distress so that H6 is Accepted. 

 

CONCLUSION 

 According to the results obtained in this study, Financial distress can be 

impacted by DAR, ROA, managerial ownership, and institutional ownership. As 

a result, businesses must increase the effectiveness of corporate debt management 

and profit utilization in order to send clear signals to investors that will encourage 

them to invest in their businesses and prevent financial distress. 
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ABSTRACK 

This research aims to empirically test the Effect of Internal Control Systems and 

Human Resources Competence on the Performance of Regional Financial 

Management.  The population in this study was ASN in the Aru Islands District 

Government Organization. The sample in this study was the entire ASN in the Aru 

Islands Regency Regional Revenue Agency. The sampling technique used is 

Purposive Sampling.  The research method used is a quantitative research 

method. Data is obtained through the distribution of questionnaires and measured 

using multiple regression analysis whose processing is through SPSS 23 software. 

The results of this study indicate that the Internal Control System and Human 

Resources Competency have a positive and significant effect on the Performance 

of Regional Financial Management.     

Keywords: Performance of Regional Financial Management, Internal Control 

Systems, Human Resources Competence. 

 

INTRODUCTION 

Indonesia as a developing country and has a lot of potential today always 

revamping in various sectors of government to advance the country and also 

carrying out its obligations to provide public services to the community 

intensively through agencies government that functions as a government 

apparatus (Dharmawan, 2015). Management as the main actor in planning 

activities at government agencies, of course, always tries to give good control to 

each employee concerned in activities at government agencies so that the vision 

specified in the organization can be achieved. Every year the BPK issues an 

opinion on the examination of financial statements. Opinions issued are Fair 

Without Exceptions (WTP), Fair with Exceptions (WDP), Disclaimer or not 

giving an opinion. In the Aru Islands District, for the 2020 financial statements, 

the BPK issued a Fair opinion with Exceptions (WDP).  

In the financial examination by the BPK there are still irregularities in 

financial statements that cannot be accounted for, where there is still evidence of 

spending that is doubtful about its validity. other than that also for budget 

impregnation does not reach 100% because there are some activities that are not 

carried out due to time constraints and natural conditions, in addition also findings 

related to payment of more official travel costs outside the area related to lumsum 

provided to state civil apparatus conducting service outside the region. This 

problem shows that the performance of full financial management has not yet 

achieved good results on the Aru Islands Regency Regional Revenue Agency. 

This information the researcher got when conducting preliminary research by 

interviewing the Head of the Aru Islands Regency Revenue Agency. It is clear 

that one of the internal control components is that internal supervision has not 

been fully carried out properly and also weak human resources in compiling 

mailto:julieeavajho@gmail.com
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quality financial statements so that it has an impact on financial management 

performance that is lacking good. 

This research refers to previous research from Susanto (2018) which 

examined the title Effect of the Internal Control System on local government 

performance in the Luwu Regency BPKAD. The difference in this study with 

previous research is that this study adds one free variable, namely HR 

competence, the addition of this variable is subject to research results from Mei 

Sari Simatupang (2017) showing that HR competencies affect the performance of 

regional financial management. 

 

GROUND THEORY  

Decision Usefullness Theory  

The theory of the usefulness of accounting information decisions is part of 

normative theory. The decision-use theory of accounting information was put 

forward in the Staubus dissertation for the first time in 1954. The decision model 

approach is aimed at knowing what information is needed to make a decision. 

The usefulness-decision terror includes the requirements of the quality of 

accounting information that is useful in decisions to be taken by users. The 

usefulness of accounting information decisions contains components that need to 

be considered by accounting information presenters so that the existing coverage 

can meet the needs of decision makers who will use it.  

The premise of the theory of the usefulness of decisions is the purpose of 

accounting to provide financial information about organizations for decision 

making. The purpose of accounting is associated with stakeholders is to provide 

financial information about an organization that will be used in decision making. 

Management's attitude towards the application of accounting standards is related 

to its importance to the disclosure of accounting information that describes 

finisial performance in the form of financial reporting.  

According to Mondy and Wayne (2008:257) defines performance appraisal 

as a formal system for assessing and evaluating the performance of employee 

duties, both individuals and teams. Performance appraisal is often considered a 

routine action that is disliked and negative and is considered not to require 

expertise. Though performance appraisal is an important activity and provides 

many benefits for the company.  

Regional financial management is regulated in the provisions of Article 4-

Article 22 of Government Regulation Number 12 of 2019 concerning Regional 

Financial Management. Before continuing the description of regional financial 

management, first conveyed the notion of regional financial management as 

stated in the provisions of Article 1 paragraph (2) Government Regulation 

Number 12 of 2019 concerning Regional Financial Management is the whole 

activity which includes planning, budgeting, implementation, company stylist, 

reporting, accountability and regional financial oversight.  

Based on the understanding as mentioned above, the official who carries 

out regional financial management is called the regional financial manager. 

Holders of regional financial management powers based on the provisions of 

Article 4 paragraph (1) Government Regulation Number 12 of 2019 are regional 

heads. The regional head has the authority to draw up to the establishment of a 

Regional Revenue Budget Plan. 

According to the Committee of Sponsoring Organizations (COSO) 

(2013:3) conditions internal controls as follows “Internal control is a process, 

effective by an entity’s board of directors, management, and other personnel, 
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designed to provide reasonable assurance regarding the achievement of objective 

relating to operations, reporting, and compliance”. It can be interpreted that 

internal control is a process that involves all members of the organization and has 

the main objective of effectiveness and efficiency of operations, encouraging the 

reliability of financial statements, and compliance with applicable laws and 

regulations. 

 

Hipotesis Development 

Based on Government Regulation Number 60 of 2008 concerning the 

Government's Internal Control System Article 2 states that: To achieve effective, 

efficient, transparent and accountable state financial management, the minister / 

leadership of the institution, the governor, and the regent / mayor are obliged to 

exercise control over the organization of government activities. Control over the 

implementation of government activities as referred to in paragraph (1), is carried 

out by bombing the SPIP as stipulated in this Government Regulation. In addition, 

the decision-use theory of accounting information put forward in the Staubus 

dissertation for the first time in 1954 has to do with a control system that is run at 

an agency where the decision model approach is aimed at knowing what 

information is needed to make a decision, for example, there are errors that can 

be detrimental and bring serious problems to the agency, then financial 

management can provide a decision based on accounting information obtained to 

be able to implement an internal control system optimally against financial 

management that looks inappropriate. The results of research from Susanto 

(2018) show that internal control systems affect the performance of regional 

financial management. Thus the first hypothesis developed is : 

H1: Internal control systems affect the performance of regional financial 

management. 

 

Wibowo (2011:229) explains that measurements of performance need to be 

made to find out whether during performance there are deviations from the 

specified plan, or whether performance can be carried out according to the 

specified time schedule, or whether the performance results have been achieved 

as expected. To carry out these assessments requires the ability to measure 

performance so that performance measurements are needed.The usefulness-

decision terror includes the requirements of the quality of accounting information 

that is useful in decisions to be taken by users. When a leader is faced with a 

problem that is closely related to the ability of employees, then based on this 

theory, The leadership then places employees with quality competencies to be 

able to work well in financial management to avoid financial problems that will 

later have an impact on financial management performance.  Research Results 

from Mei Sari Simatupang (2017) show that HR competencies affect the 

performance of regional financial controllers.  Thus the second hypothesis 

developed is : 

H2: HR competence affects the performance of regional financial 

management. 
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RESEARCH MODEL 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1 Research Framework 

 

RESEARCH METHOD 

Object, Location, Population and Samples Objects are variables used in a 

study. The object in this study is the internal control system and the competence 

of human resources and the location of this study, the Aru Islands District 

Government Organization, which amounts to 45 OPD.  

Population is a collection of objects in a study. The population in this study 

was all employees in the Aru Islands District Government Organization. Samples 

are part of the population that is representative of that population. A sample of 

this study was ASN in the Aru Islands District Government Organization. Filling 

the questionnaire is to use purposive sampling techniques with respondents who 

have the following criteria:  

i. Head of service Agency 

ii. Secretary 

iii. Planning/ Financial Kasubag 

iv. Treasurer 

v. Simda operator 

 

Operational Definition and Variable Measurement 

Internal Control System 

Sawyer, 2005: 144 Sukrisno Agus 2009: 100, developing Internal Control 

indicators consisting of five components that are interrelated to each other, 

namely the control environment, risk assessment, control activities, information 

and communication, and monitoring.  From the above statement it can be seen 

that the internal control system is considered to be more beneficial in providing 

more complete information that will support local governments when producing 

a quality financial statement. The internal control system was measured by 8 

statement items taken from the Novtania Mokoginta research questionnaire 

(2017). 

 

SDM Competency 

According to Government Regulation Number 101 of 2000 article 3, it 

states that competence is the ability and characteristics of civil servants (PNS), in 

the form of knowledge, skills, and the attitude of behavior required in carrying 

out his duties. In the concept of competence there must be “ Comparative Criteria 

” Criterion Reference as proof that the element of competence influences the good 

or bad performance of one's work.  In good regional financial management, SKPD 

SPI 

(X1) 

Competency 

SDM 

(X2) 

financial 

management 

performance 

(Y) 
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must have quality human resources, supported by a background in accounting 

education, often attending education and training, and having experience in 

finance. Human resource competence is measured by 6 statement items from the 

Angga Lestiana Putra research questionnaire (2018). 

 

Performance of Regional Financial Management 

According to Halim (2007), revealing indicators of regional financial 

management include: regional financial planning and budgeting, implementation 

and regional financial company, regional financial accountability and regional 

financial oversight. The performance of the regional financial manager is 

measured by 7 statement items from the Ni Luh Putu Yuni research questionnaire 

Among (2019). 

 

Analysis of Multiple Linear Regression 

To solve the problem while proving whether the hypothesis was accepted 

or rejected in this study, a multiple linear regression statistical analysis tool was 

used.  

 

RESULTS AND DISCUSSION 

Table 1 Descriptive Statistical Test Results 

 N Minimum Maximum Mean 
Std. 

Deviation 

SPI 160 36 40 38,61 1,308 

Human 

Resources 

Competence 

160 22 30 24,61 1,458 

Performance 

of Regional 

Financial 

Managers 

160 25 35 29,29 2,461 

Valid N 

(listwise) 
160     

     Source: Primary data treated 

 

Table 1 explains the internal control system variable (X1) the respondent's 

minimum answer is 36.00 and a maximum of 40.00 with an average total answer 

of 38.61 and a standard deviation of 1,308. human resource competency variable 

(X2) respondent's minimum answer is 22.00 and a maximum of 30.00 with an 

average total answer of 24.61 and a standard deviation of 1,458. The minimum 

respondent's regional financial manager performance variable is 25.00 and a 

maximum of 35.00 with an average total answer of 29.29 and a standard deviation 

of 2,461. Based on the resultareof the descriptive statistical test above it can be 

concluded that the average respondent's answer to internal control system 

variables, human resource competencies, and the performance of regional 

financial managers is to agree. 

 

Table 2 Reability Test Results 

Variabel 
Cronbach’s 

Alpha 

Item 

Amount 
Remarks 

SPI 0.646 8 Reliabel 

Human Resources 

Competence 
0.723 6 Reliabel 
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Performance of Regional 

Financial Managers 
0.763 7 Reliabel 

   Source: Primary data treated 

 

Table 2 above shows the value of cronbach’s alpha over the internal control 

system is 0.646, Human resource competence is 0.723, and the performance of 

regional financial managers is 0.763. Thus it can be concluded that the statements 

in this questionnaire are reliable. 

 

Table 3 Coefficientsa Multicolinearity Test Results
a
 

Model 
Collinearity Statistics 

Tolerance VIF 

1 (Constant)   

SPI ,957 1,045 

Human Resources 

Competence 
,957 1,045 

a. Dependent Variable: Performance of Regional Financial 

Managers 

 

Based on table 3 above it appears that the tolerance value is close to number 

1, and the variance inflation factor (VIF) exceeds number 1 for each variable 

indicated by the tolerance value for SPI (X1) and HR Competency (X2) 0.957 

and VIF for each SPI variable (X1) and HR Competency is 1,045. Thus, it can be 

concluded that the regression equation model has no multico problem and can be 

used in this study. 

 

Table 4 Kolmogrov-Smirnov Test Results (K-S) 

 

The Smirnov Kolmogrov test (Chakravart, Laha, and Roy 1967) is 

commonly used to decide if the sample comes from a population with / certain 

distribution. This test compares the set of data on the sample to the normal 

distribution of a set of values with the same mean and standard deviation. In this 

Test, data is not normally distributed if p< 0.05 and data are normally distributed 

if p> 0.05. Based on table 4. above, the results of the kolmogorov-smirnov test 

are 0.200 greater than 0.05 this means that H0 is received which means the 

residual data is normally distributed and the results are consistent with the 

previous test. 

One-Sample Kolmogorov-Smirnov Test 

 Unstandardized Predicted Value 

N 160 

Normal Parametersa,b Mean 29,2875000 

Std. Deviation 1,43724353 

Most Extreme Differences Absolute ,164 

Positive ,110 

Negative -,164 

Test Statistic ,164 

Asymp. Sig. (2-tailed) ,200c 

a. Test distribution is Normal. 

b. Calculated from data. 

c. Lilliefors Significance Correction. 
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Table 5 Test Results of Determination Coefficients (R
2
) Variabel X1, X2 

dan X3 

Model R R Square 
Adjusted R 

Square 

Std. Error of 

the Estimate 

1 ,584a ,341 ,333 2,010 

a. Predictors: (Constant), Human cmpetency, SPI  

b. Dependent Variable: Performance of Regional Financial 

Managers 

 

In Table 5 above shows the Adjusted R Square value (R2) of 0.341 or 

34.1%. The coefficient of determination Adjusted R Square (R2) of 33.3 gives the 

understanding that 33.3% of the performance of regional financial managers can 

be explained by internal control systems and human resource competencies while 

67.7% explained by other variables not explained in this study. 

 

Table 6 Statistical Test Results t 

Coefficientsa 

Model 
Unstandardized Coefficients 

Standardized 

Coefficients t Sig. 

B Std. Error Beta 

1 (Constant) -24,646 6,020  -4,094 ,000 

Human 

Resources 

Competence 

,944 ,125 ,502 7,573 ,000 

Performance 

of Regional 

Financial 

Managers 

,711 ,112 ,421 6,361 ,000 

a. Dependent Variable: Performance of Regional Financial Managers 

 

In table 6 above shows the significance value of the calculated test results 

on the Internal Control System (X1) of 7,573 whereas for t tables with a sample 

number of 160 with a significant level of 0,000 is 2,60691. the data above shows 

that the value of the table t is greater than the value of the count then H0 is rejected 

meaning there is a significant effect.  With a significant value of table 0,000 < 

0.05, this means receiving H1 so that it can be concluded that the internal control 

system (X1) has a significant positive effect on the performance of regional 

financial management (Y). The significance of the value of the test results t table 

on human resource competencies (X2) 6,361 is greater than the count of 2,60691 

then H0 is rejected meaning there is a significant influence. With a significant 

value of t of 0.001 < 0.05 which means receiving H2 so that it can be concluded 

that human resource competence (X2) has a significant positive effect on the 

performance of regional financial management (Y). 
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RESEARCH DISCUSSION 

Effect of SPI on the Performance of Regional Financial Management 

Statistical testing on the hypothesis (H1) shows that the internal control 

system (X1) has a significant positive effect on the performance of regional 

financial management (Y). In table 4.14 the results of the statistical test value t 

internal control system variable (X1) of 7,573 with a significance value of t of 

0.005 equal to the value of α = 0.05. Thus the H1 hypothesis is accepted so that 

it can be said that the internal control system has a significant positive effect on 

the performance of regional financial management. The results of this first 

hypothesis test prove that there is an influence of the internal control system on 

the performance of regional financial management. The results of the study are in 

line with research conducted by Mei Sari Simatupang (2017) which states that 

regional financial management will be realized effectively if a government 

organization is able to create, implement, and maintain an internal control system, 

so as to provide adequate confidence in achieving the objectives of an agency, 

securing state assets and increasing compliance with applicable laws and 

regulations. So, the conclusion that the control system has a very close 

relationship and has an important role to improve the performance of regional 

financial management, because if the internal control system is implemented in 

accordance with existing indicators, good local financial management 

performance will be realized. 

 

Effect of SDM Competence on the Performance of Regional Financial 

Management.  

Statistical testing of the (H2) hypothesis in table 4.13 can be seen the results 

of the statistical test value t human resource competency variable of 6,361 with a 

significant value of t of 0.001 smaller than α = 0.05. Thus, the H2 hypothesis is 

accepted so that it can be said that human resource competencies have a 

significant positive effect on the performance of regional financial management. 

The results of this second hypothesis test prove that there is a significant positive 

influence of human resource competence on the performance of regional financial 

management. If someone has good competence it will have a good influence on 

improving the performance of regional financial management.  

The results of this study are in line with research conducted by Mei Sari 

Simatupang (2017) which states that when local governments already have 

competent financial management apparatus, then regional financial management 

will run effectively. As such, the more competent the financial management 

apparatus will be effective, efficient and economical. Human resource 

competence is needed in financial managers to avoid problems related to regional 

finance. 

 

CONCLUSION  

Based on data that has been collected and processed so as to obtain the 

results of tests conducted on the problem, the following conclusions can be 

drawn: 1) The Internal Control System (SPI) had a significant positive effect on 

the performance of regional financial management and received the first 

hypothesis (H1).  One supporting factor for the performance of regional financial 

managers is the internal control system, because the monitoring system will 

greatly assist the government to further improve financial management 

performance. 2) Human resource competence has a significant positive effect on 

the performance of regional financial management and accepts the second 
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hypothesis (H2). The influence of human resource competence can improve 

financial management performance because someone who has good competence 

will have a good impact  

Limitations, This study only uses data from the results of the questionnaire. 

Measurement of data using a questionnaire caused the respondent's answer to be 

limited to the items in the statement in the questionnaire. In addition, respondents 

can also answer statements that are not in accordance with the actual 

circumstances. 

The following are suggestions made by researchers based on the limitations 

that can be in this study: For the Aru Islands District Government Organization 

to improve the performance of its financial managers by implementing an internal 

control system properly and further enhancing the competence of human 

resources that can make a good contribution to the work carried out so that it will 

have a good impact on the local government itself. 

Implications: 1) Subsequent research is expected to add other variables not 

examined in this study such as the regional financial accounting system, 

government accounting standards and conducting research in other regions. 2) It 

is expected to use different research methods, such as conducting qualitative 

methods, for further research. so that it will have a good impact on the local 

government itself. 
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ABSTRACT 

 

This study aims to examine the impact of corporate social responsibility (CSR) as 

an intervening variable on financial performance practices. The population in 

this study are manufacturing companies listed on the Indonesia Stock Exchange 

during 2020-2022 with a total of 430 companies. The number of samples used in 

this study was 135 companies obtained using purposive sampling. Data analysis 

used descriptive statistical analysis, simple regression analysis, multiple linear 

regression analysis, and path analysis. The variables in this study are the 

dependent variable of financial performance (ROA), the independent variable of 

environmental performance (PROPER), and the intervening CSR variable. The 

results showed that environmental performance variables had a positive effect on 

financial performance, while environmental performance variables had no effect 

on Corporate Social Responsibility (CSR), Corporate Social Responsibility 

(CSR) variables had a positive effect on financial performance and Corporate 

Social Responsibility (CSR) variables were not able to be intervening variable 

between the relationship between environmental performance and financial 

performance. 

Keywords: Financial performance, environmental performance, Corporate 

Social Responsibility 

 

INTRODUCTION 

A Manufacturing company has Lots of impact on the environment, like a 

cement company that produces limestone. If the environment used for operational 

business is not maintained well, then it will negatively impact the public in 

general. The general public wants social responsibility. This is controlled Because 

its own impact is significantly negative on the standard of life of the public 

generally. The government should start handling economic macro related to the 

preservation of the environment and the protection of land. 

Government through Ministry Environment Life Form Program Evaluation 

Rating Performance Company in Management Environment Life (PROPER) 

Which has held the start year 2002 in the field control impact environment for 

increasing role of company in preservation program environment live. 

Mechanism Proper assessment consists of application system management 

environment, utilization source Power Which explained in control pollution sea, 

management waste B3, control pollution air, control pollution sea, And 

implementation EIA. 

Use warnings in operation business range from gold best, green, blue, and 

red until black worst. The general public will more easily understand level 

arrangement management business blessing matters (Rakhiemah, 2009). 

Affiliated manufacturing company _ with the Ministry of the Environment Life 

throughout 2016 to 2018 experienced ups and downs in the management 

environment. In 2018 there are a number of producers listed on the Indonesia 
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Stock Exchange with price-high shares, including PT Mustika Ratu in the 

cosmetics industry, PT KMI Wire and Cable in the cable industry, and at least a 

number of again. 

There are lots of regulations for perpetrator effort that are not done in a 

clean environment as required by law. However, in part, big businesses confess 

that problem Social and environmental matters are also important for cooperation. 

Not quite enough answer social company (CSR) is the concept that refers to 

transparency in commitment social to project or activity social activities carried 

out by the business. In a matter of transparency, information is not only disclosed 

about the finance business but also about social and conditions of life that are 

influenced by the practices used by the company (Rakhima, 2009). 

Disclosure of the performance environment as company social can 

negatively impact performance finance. Because a business with a performance 

good environment does not always own information good social for increase 

mark company, this is in line with the postulate theory of Legitimate business, 

stating that a business with performance a good environment that implements 

CSR will also own performance good finances. 

View that something company that owns performance good environment, 

as well as disclosure information good company, to become material investor 

considerations for investing capital. Investors need to realize work environment 

is done too, not only from the perspective of finance. this show that businesses 

that practice CSR as possible expect Foraccept bait good return from market 

players. CSR reporting can be done by businesses through such media reports 

annually. this is done to build legitimacy social and maximize the amount of 

money owned by someone on account of the bank (Cahyani, 2016). 

 

METHOD STUDY 

This focus on the company manufacturers listed on the Indonesia Stock 

Exchange from 2016 to 2018. The sampling strategy used in the study This is 

purposive sampling. The criteria used in the study are (1) companies 

manufacturing express and publish reports his finances for in 2016, 2017, and 

2018, (2) companies manufacturing express his commitment to not quite enough 

answer social company (CSR), and (3) company manufactures that follow the 

PROPER program for 2016 to 2018. 

There are three variables in the analysis: variable independent, variable 

dependent, and intervening variables. The variable independent used is 

environment performance. environmental performance be measured by the effort 

company to meet PROPER. The KLH Program (Ministry of Environment Life) 

is the only matter most important to them for helping businesses with 

environmental life through the use of instrument information (Rakhiemah, 2009).  

Variability dependent in analysis This is characteristic of work employees. To 

hinder the ability of a company to produce profit, performance finance functions 

as towing relevant measures (Sucipto, 2003). In studies, performance service 

finance evaluated the use of return on assets (ROA) ratio in line with studies 

Rahimah year 2009. 

Intervening variable used in the study This is called not quite enough 

answer social company, or CSR. Corporate Social Responsibility here is 

measured with the use CSR index. If the amount acquired knowledge _ about 

operation business through more CSR Lots than the knowledge gained _ about 

operation business in a manner slowly, then the CSR variable can be used as an 

intervening variable. In this matter, variable CSR interventions include 
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environment, energy, health, and well-being of workers, as well as another aspect 

of place Work like productivity, product, reach society, and society in general. 

Approach For reducing CSR using CSR index. Data collection was carried 

out with the method documented Because the information used was obtained 

from the official website of the Indonesian stock exchange www.idx.co.id in the 

form report Finance known company with analysis introduction. Three types of 

analysis used are analysis descriptive, analysis linear regression, and analysis 

path. 

 

RESULTS RESEARCH AND DISCUSSION 

An analysis-based table of finances, responsibility answer social (CSR), 

and environmental data was done. Data used in the study originates from about 

135 different companies. In the analysis of this desk research, variables free is 

quality environment assessed work _ with use PROPER rating given by KLH, 

which is given a score of 2.96 or if converted use PROPER criteria category 

"blue". The lowest score is 2 meaning There are company samples that are in the 

criteria of " red " in the environmental period which means very less notice of the 

environment and values highest i.e. 5 means own criteria. Work not quite enough 

to answer the socially done produce ratio around 0.4960. This shows that in a 

manner whole There are about 78 items, or 49.6% of whole disclosures, which 

are accounted for by the business sample in a manner whole. This shows that the 

most expert company in their field is PT Indofood CBP which has a total of 60 

items out of 78 disclosures. Disclosure This shows that one _ of the 78 

disclosures, PT Holcim Indonesia, was an example of the fewest companies 

reported with a total disclosure of 21. 

Variable dependent in analysis This is mark swap currency (ROA) indicated 

on the exchange rate forecast 7.6767. this _ shows that a company with a pattern 

of the same ownership _ slowly gradually becomes its own condition of very 

profitable work. Work finance-based land worth around $20.80 owned by PT 

Bentoel International. This shows that the company’s own attitude is less than 

ideal for investment and performance team management in matters activities and 

delegation less than ideal. Financial performance is highest in the form of 50.00 

owned by PT Multi Bintang Indonesia, which shows that the company owns 

opportunities for good investment and management's own good performance _ in 

managing assets. Before using analysis regression to determine is There is an 

influence or No There is a connection between variable independent and 

dependent, must hypothesis testing is carried out in classic. 

Normality test own test one-colmogorof sample who have mark 1,282 with 

mark. sig. (2-tailed) of 0.062. Consequence level significance asymptotic (2-

tailed) taller from 0.05, p This refers to the residual data with normal distribution. 

Measurement multicollinearity lowered from factor tolerance and variance 

inflation. Analysis results show that multiplicity variable free No happened. 

This can be seen from mark tolerance and value deep VIF statistical 

collinearity, where the mark from tolerance has a value > 0.10 and value VIF<10. 

Test Durbin Watsons used to know exists autocorrelation in some regression 

models. The DW value is 1,856. Mark This will We compare with table value 

with use significance 5%, mark d u obtained as big 1.175 And d L as big 1,634. 

Because the DW value is 1,856 bigger than the limit over (du) 1.715 and less than 

4 -- 1.715(4–du) = 2,285 so can conclude that No autocorrelation occurs _ Good 

positive or negative. Heteroscedasticity tests use tests Because result is more 

accurate. Model regression used _ in study This No happen heteroscedasticity, p 
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the can seen from probability its significance for all variables are independent on 

0.05 or 5%. 

Variable performance environment shows a level significant of 0.444 and 

the CSR variable shows a level significant of 0.088 things This shows that not 

occur heteroscedasticity in the study Because mark its significance more of 0.05 

than the existing values in the community, one of them is PROPER, the 

stakeholders will evaluate company better from companies that don't Follow 

PROPER. 

 

Influence performance environment to performance finance 

Assessment Program Company Performance Rating in Management 

Environment Life (PROPER) created by the Ministry of Environment Life (KLH) 

is used to monitor environmental data. Every PROPER in a matter This is 

expected can ensure that businesses sensitive to the environment around the place 

stand. Sustainability is something the company also depends on from 

stakeholders Not only on upgrades performance finance course because 

something the company also depends on from stakeholders in following PROPER 

gets a good rating. However, based on the submitted sample _ pro rata, businesses 

accept Birch ranking indicating that part of big business has state concern for the 

environment. Equality Partial produces a level significance of about 0.039. the 

level of significance here is bigger than 0.05. With this, it is implied that the 

connection between environment and performance finance is a reciprocal 

relationship. Research results show that the information environment’s previous 

performance provided by the ministry environment life can influence 

performance finance. That is, the given PROPER to the perpetrator business can 

secretly _ increase conditions Work them, both those with ROA and no. 

 

Influence performance environment towards CSR 

The results of the analysis of the first model using analysis regression show 

that the performance environment has No influence on CSR. This can show 

through analysis ratings showing a level significance more than 0.05 or around 

0.553. this _ shows that perpetrator business with evaluation PROPER binding is 

not always adhered to CSR binding as well. this _ caused Because in CSR 

planning is not only it's the environment that counts, but also things like product, 

the welfare of employees, and policies about the environment outside _ the limit 

company. Company with PROPER 3 certification (blue) only discloses in a 

manner that completes 4-5 of the 78 required items disclosed. this _ show not 

quite enough answer to social life in Indonesia are still Enough strong. As a result, 

businesses in Indonesia today only implement CSR when fulfilling minimum 

requirements set by the government and not There is a sustainability problem 

(Susanto, 2003 in Raheemah, 2009). this _ is because the business world in 

Indonesia is new lately. This starts implementing CSR in a category, not quite 

enough to answer socially. This is a very worrying situation Because There is a 

number of benefits to the implementation of CSR. 

 

Influence CSR to Financial Performance 

Analysis results show that CSR has an effect positive and significant to 

activity finance. This is the results threshold limit significance which lies below 

0.05 or _ approximately at a value of 0.015. this _ show that businesses with high 

CSR standards will experience an effect negative on the condition of them. 

Research results This is in line with the triple bottom line theory (profit, people, 
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and planet) which states that not quite enough answer social company (CSR) must 

increase company output lab, involve stakeholders’ interest, and improve quality 

environment (Titisari, 2009). To get bait supportive feedback _ from stakeholders’ 

interests, the company will disclose involvement in previous social _ done in the 

report annually. stake interests, in particular, the public in general, would be 

alarmed if companies in the environment around do anti-environmental behavior. 

Not quite enough answer social is the only one most effective way for business 

to promote existence and well-being. 

A networked company will accept bait that comes back positive, and this 

can increase the performance of the business. For example, imagine If A company 

treats its employees with fairness or pushes them with various initiatives, like an 

allowance or promotion job. Consequently, trust in employees to their job will 

increase, and with increasing production so sales will increase, which will impact 

on growth performance finance. Sensitive business _ to the environment and the 

surroundings as well get good response. For example, businesses involved in 

initiatives cleaning the environment, scholarship programs, and initiatives. With 

the action above, the company will work in the eyes of the public general. Society 

will benefit from the ability to buy goods from the company above, and this will 

increase the ability of the company to produce income through sales. With 

increased sales, financial employment becomes more profitable, and p This will 

encourage investors to do investment. 

 

Influence CSR in mediating Connection Performance Environment with 

Financial Performance 

In a study, this factor or predictable factor impacts on conditions power 

Work finance is condition power Work local. However, articles also study To 

determine whether Corporate Social Responsibility (CSR) can mediate a 

connection between the world of business and society. Hypothesis test results 

show that not quite enough answer social company (CSR) is not capable increase 

the connection between performance environment and performance finance in 

period ong because it's a hypothesis test state that not quite enough answer social 

company (CSR) is not capable increase connection between performance 

environment and performance finance company. This is seen from the 

fundamental statistical t of 0.5505 which is smaller than the fundamental statistic 

t of 1.66, meaning that CSR is not capable of role as an intermediate intervening 

variable connection power Work local with power Work foreign. 

In a study, this factor or predictable factor impacts conditions power Work 

finance is condition power Work local. However, articles also study for 

determining whether Corporate Social Responsibility (CSR) can mediate the 

connection between the world of business and society. Hypothesis test results 

show that not quite enough answer social company (CSR) is not capable increase 

the connection between performance environment and performance finance over 

a period long because it's hypothesis test state that not quite enough answer social 

company (CSR) is not capable increase the connection between performance 

environment and performance finance company. This is seen from the 

fundamental statistical t of 0.5505 which is smaller than the fundamental statistic 

t of 1.66, meaning that CSR is not capable of role as an intermediate intervening 

variable connection power Work local with power Work foreign. 
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CONCLUSION 

The objective of the study is to study impact is not quite enough to answer 

social company (CSR) as an intervening variable to dynamics employment 

locally. Based on the results study can be said that (1) performance environment 

and CSR influence positively to performance finance. (2) Jobs public local the 

same very Not related with CSRs. (3) CSR is not capable of role as an influencing 

factor connection between performance environment and performance finance. 

Every company must be involved in an activity performance environment 

and CSR, thus stated, because the activity has an impact on operations finance 

organization. 

 

REFERENCES 

Anggraini, Fr. R. R. 2006. Disclosure Information Social and Factors Which 

Influence Disclosure Information Social in Report Finance annual. 

Symposium National Accountancy IX. Padang. 23-26 August. 

Al- Tuwajiri, And Solomon. 2004. The Relations Among Environmental 

Disclosure, Environmental Performance, and Economic Performance: A 

Simultaneous Equation approach. Accounting Environment Journals. The 

USA. 5-10. 

Cahyani. Bahri. 2016. Influence Performance Environment to Corporate 

Financial Performance with Corporate Social Responsibility Disclosure As 

Variable Intervene. Econics. Vol. 1, No. 2 matter 117-142. 

dairy, Mr. Ahmad. 2008. Standardization Not quite enough Answer Social 

Company. 

Deegan. C. Rankin. M. 1996. The materiality of environmental information to 

users of Annual Reports. accounting, Auditing & Accountability Journal. 

Vol. 10 N0. 4. Pp 562- 

583. Retrieved February. 2007. From Emerald Insights databases 

Ghozali, I And Chariri, A 2007. Theory Accounting. Semarang. Body Publisher 

UNDIP. 

Ghozali, Imam. 2011. Application Multivariate Analysis with SPSS Program. 

Semarang: Body Publisher University Diponegoro. 

Januarti, Indira and Early Aprianti. 2005. Influence Corporate Social 

Responsibility to Performance Finance. Journal Max, Vol. 5, No. 2, Matter 

227 – 243 Semarang: Faculty Economy University Diponegoro. 

Ministry Environment live. 2016. Field CSR Guidelines Environment. Minister 

of State Environment live. 

Ministry Environment live. 2014. Proper Period 2013-2014 Edition 

Announcement Proper. 

Secretariat Proper Ministry Environment live. 

where, Virgin Aditya. 2012. Influence Performance Environment and 

Characteristics Company to Corporate Social Responsibility. Diponegoro 

Journals of Accounting Volume 1, Number 2. 

Rajah. 2011. The Effect of Environmental Performance and Company 

Characteristics on CSR Disclosure. Journal University Diponegoro 

Rahiemah, Aldilla Noor. 2009. Effect of Environmental Performance Against 

Corporate Social Responsibility and Performance Financial. University 

Airlangga. 

Eddy Rismanda. 2005. Characteristics Company and Not quite enough answer 

social: Studies Empirical on Company Which recorded in BEJ. Symposium 

National Accountancy VIII. Solo. 



48 

 

Setyaningsih. 2016. Influence performance environment to performance finance 

with corporate social responsibility as moderation. Journal Science and 

Research Accounting: Volume 5, Number 4. 

Sudaryanto. 2011. Effect of Environmental Performance to Corporate Finance 

with CSR as Variable Intervention. thesis. University Diponegoro: 

Semarang 

Suharto, Eddie. 2008. Corporate social Responsibilities: What is and Benefits for 

Corporate.  

Suratno, Ignatius Bondan, et al. 2006. Effect of Environmental Performance on 

Environmental Disclosure and Economic Performance. Symposium 

National Accountancy 9. Padang. 

Titit, Kartika Hendra. 2009. Corporate Social Responsibility (CSR) And 

Performance Company. Dynamics Management, Vol. 1, No. 1, November. 

Surakarta: FE UNIBA. 

Ulum, Ihyaul. 2009. Intellectual Capital: Performance and Empirical Studies. 

Yogyakarta: Graha Science. 

  



49 

 

THE EFFECT OF USE OF DIGITAL MARKETING ON SALES 

VOLUME OF MICRO SMALL AND MEDIUM ENTERPRISES 

 

Iqbal Subhan  

Master of Accountancy graduate program,  

State University of Medan 

e- mail : iqbalsubhann@gmail.com 

 

ABSTRACT 

 

The Bagol Avocado Beat beverage business or commonly referred to as BACOK 

belongs to MSMEs located on jl. Dr. Wahidin Km. 19 Binjai. This research was 

conducted to find out how the form of digital marketing utilization for SMEs and 

how digital marketing affects the increase in sales volume for the business. This 

study uses qualitative methods and the method used to obtain research data is 

direct interviews. The results of this study indicate: the business has used the right 

digital marketing in the form of social media Instagram, Go Biz and Grab 

Merchant. As well as the significant influence of the use of digital marketing on 

the sales volume of Bagol Avocado Beat beverage business belonging to MSMEs 

on Jl. Dr. Wahidin Km. 19 Binjai. We are of the opinions that the Bagol Avocados 

Shakes business should add more digital marketing , such as Shopee Food or 

Maxim as business partners , and use social media Facebook as a promotion tools 

for the business's products . Because Instagram is generally only used by 

teenagers , and it is very different from Facebook, whose users come from all 

walks of life , both small children , teenagers , adults , and even parents . And by 

increasing the digital marketing scale used by this business , it will affect sales 

volumes. 

Keywords: Digital Marketing, MSMEs and Revenue Volume 

 

INTRODUCTION 

Technological advances are something that cannot be avoided in today's 

life, because technological advances will go hand in hand with advances in 

science. Every innovation created for give benefit positive, giving lots of 

convenience, as well as method new in do activity for life human. Special in field 

technology public already enjoy lots the benefits brought by the innovations that 

have been generated in decades final this. The benefits of the internet are 

increasingly felt for users who can’t free from the world of the internet. Like for 

example the internet marketers, narablog, bloggers, and also now online shop 

more and more have place in the eyes of moderate consumers look for goods 

certain. 

Development technology now this has lots show extraordinary progress 

normal. Many things from sector life that has use existence from technology that 

alone. His presence has given enough impact big to life people man in various 

aspects and dimensions. Thereby case with technology communication which is 

equipment device hard in structure containing organization mark socially possible 

individual for collect, process and exchange swap information. 

One of the strongest economic power this become support Indonesia's state 

economy and strength economy area is presence perpetrator micro, small and 

medium enterprises (MSMES). At the moment the world economy and the 

indonesian economy experienced recession, in fact smes do not a bit no caught 

impact negative recession economy such, even part big regular smes can develop 

mailto:iqbalsubhann@gmail.com
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his efforts in support country's economy. SMES can maintain and improve 

contribution growth economy area as well as enhancement sector acceptance state 

tax, in addition supported by industry scale great, also supported in a manner 

significantly by groups industry scale small. 

Digital marketing is one of the most popular media used by the perpetrator 

business because ability new consumer in follow current digitization, some 

company little by little start leaving the marketing model conventional and switch 

to marketing modern. With digital marketing communications and transactions 

can done every time / real time and can be accessed to around the world, someone 

can see various goods via the internet, in part big information about various 

product already available on the internet, convenience in ordering and capabilities 

consumer in compare one product with product others (kotler & keller, 2008). 

Based on background back already exposed so formula problem in study 

this will be discussed " how form use of digital marketing for SMES actors, 

namely the bacok (bagol avocado shake) beverage business jl. Dr. Wahidin km. 

19 binjai? And “how digital marketing matters to increase in sales volume for the 

bacok business?”. 

 

THEORETICAL STUDY 

Digital marketing can define as marketing activities including branding 

using various web-based media (sanjaya & tarigan, 2009). E-marketing or digital 

marketing is defined as use digital technology for reach objective marketing as 

well as effort development or adjustment draft marketing that yourself, got 

communicate in global coverage, and transform method company do business 

with customers (ali, 2013). Digital marketing is marketing with use application 

technology digitally. One form of digital marketing with using electronic media 

or the internet is internet marketing (e-marketing). E-marketing is a marketing 

process that uses technology communication electronics, especially the internet. 

The role of digital marketing strategy can be become important thing in 

follow development digital technology and develop plan for interesting 

consumers and direct it to the mix between communication electronics and 

communications traditional (chaffey, chadwick, mayer, & johnston, 2009). 

According to chaffey (2009:10) retention the can achieved with increase 

knowledge about consumer like profile, behavior, value, and level loyalty, then 

unite targeted communications and appropriate online services each individual's 

needs. Digital marketing is marketing activities including branding using various 

webbased media such as blogs, websites, e-mail, adwords, or network social 

(sanjaya & tarigan, 2009). The presence of digital marketing is due to its progress 

development technology with accompanying web 2.0 with mobile technology, 

quoted from cracking zone book by rhenald kasali (2011) where with mobile 

technology, everyone has internet network, can get information accurate only in 

grip. Make the company is ' easily ' accessible to customers with present in the 

media with access direct to customer is the essence of digital marketing.  

Here it is indeed horizontal approach. When marketers and customers are 

on the same line, both can each other reach, satisfaction customer will service can 

fulfilled, because the customer does must served horizontally (kartjaya, 2009) ali 

hasan (2013) describes that digital marketing has a number of characteristics as 

following: 

1. Efforts to improve interactivity business with technology dependent 

customers.  



51 

 

2. An electronic dialogue (technology interactive) for give access information 

to customers (community, individual), and vice versa. 

3. Efforts to conduct all business activities via the internet for research, 

analysis and planning purposes to find, attract and retain customers. 

4. Efforts to improve acceleration sell buy goods and services (certain), 

information and ideas via the internet. 

 

Digital technology has change method man in " speak ", communicate, act, 

and take decision. Every day we always relate with various type technology start 

from the internet to telephone handheld. This prove that world digital has be our 

worl. Following is concept, principle, or necessary law become attention 

especially for inside marketers do marketing, branding and selling activities in 

the digital world (sanjaya & tarigan, 2009). Consumer moment this notice content 

presented by marketers so that give n tuk thinking purposeful irrational for 

influence decision purchases of consumers ( febriyantoro , mt, 2016) the principle 

in question is the seven laws which is acronym of the 7 letters digital, namely : 

differentiated product or service ; simplify ideas; use creativity ; identification 

position customer or buyers in digital media ; keep what is promised ; align 

between digital marketing strategy and organizational strategy ; see what the 

market wants (sanjaya & tarigan, 2009).  

Draft this was first introduced by hermawan kartajaya from a collection of 

100 posts for 100 days in a row on kompas and kompas.com daily which later 

recorded in new wave marketing: the world is still round; the market is already 

flat. Presence draft marketing this is results from the birth of web 2.0 that made 

everyone without except, as long as you have internet access, you have same 

opportunity for can success (kartjaya, 2009) it is make marketers swipe approach 

vertical be horizontal. It is this horizontal approach that is assessed effective for 

current market state this, where position marketers and consumers is same. Both 

of them the same in matter get information and mutual exchange information with 

anyone, anywhere, and with same field. in this era consumer free access 

information without limits will be desired product and choose various offer from 

anywhere for obtain product with price best. In this new wave era increasingly 

demand marketers for think to direction marketing with a low budget high impact 

strategy.  

The power of this era push marketers, besides for get customer new, but 

also innovative for maintain old customers, let alone potential ones. With web 

2.0, people do easier express himself via social media. From here lots of 

marketers then start penetrating the world of social media for attract and retain 

the customer because of the marketing medium profitable for low budget compan, 

however the impact is very high (kodrat, 2009). Social media defined as bunch 

application internet- based creating foundation ideology and technology of web 

2.0 is possible creation and exchange of user generated content (stockdale, 

ahmed, & scheepers, 2012). Social media application available start from 

message instant to networking sites social offers user for interact, relate, and 

communicate one each other. Applications this mean with objective main reach 

out to the community. In context business, people engagement can lead to profit 

creation. Wardhana (2015) found that digital marketing strategies have an effect 

up to 78% against superiority compete umkdalam promote the product.  The use 

of digital marketing has a number of advantages, including:  

1. Targets can arrange in accordance demographics, domicile, style alive, and 

even habit.  
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2. Fast results seen so that marketers can do action correct or change if felt 

something is not appropriate. 

3. Cost far cheaper than marketing conventional. 

4. Reach wider because no limited geographic. 

5. Accessible any time no limited time. 

6. Results got measured, for example amount site visitors, count consumers 

do online purchases. 

7. The campaign can personalize. 

8. Can do engagement or reach consumer because communication happen in 

a manner direct and two- way so that perpetrator business build relationship 

and growth trust consumer. 

9. On the other hand, digital marketing also has weaknesses, including: 

10. Easily imitated by competitors.  

11. Can be abused by parties’ no responsible answer. 

12. Reputation become no good when there is response negative. 

 

Not everyone uses it yet internet/digital technology. 

Digital marketing strategy with using social media really important because 

can give knowledge to smes regarding method nor stages in expand network 

consumer through use of social media in promote the product so that can increase 

superiority compete for the msmes alone. Internet use has change part big draft 

from previous marketing only relying on the marketing mix consisting of of 

product, process, place and promotion, however development moment this exists 

base additions _ marketing that is 4c approach consisting of customer, cost, 

convenience and communication (smith, 2003). 

Business must consider cost forooo maximizing profir and internet use also 

makes comfortable consumers, because consumer can buy product only from 

house course, and the company need develop two- way communication to form 

good relationship with customers (smith, 2003) 

 

RESEARCH METHODS 

The research subject was a resource person, namely Inda Syifa Asaitum Nst 

who worked at Bagol Avocado Beat or commonly abbreviated as BACOK. The 

BACOK location itself is located on Jl. Dr. Wahidin Km. 19 Binjai. 

Data is required information for taking decision. Obtained with measure mark 

One or more variable in sample or population, the type of data can be 

distinguished into two types Soeratno (2008:67), namely: 

- Qualitative data is data that is not can be measured in scale numeric or 

data presented in a manner descriptive or shape description. 

- Quantitative data is the data presented in form scale numeric (numbers), 

however in statistics all data must inform numbers, then qualitative data 

generally quantified in order to get processed. 

 

This study done to know how to form the use of digital marketing for MSEs 

and how digital marketing has an effect to increase in sales volume for the 

Enterprise. Study This use method qualitative which is design characteristic 

research natural, in the sense of researchers No try manipulate research, but do 

studies to something phenomenon. 

The method used for obtaining research data This is interview direct. What 

is meant with interview according to Nazir (1988) is the process of obtaining 

information For objective study with method ask answer while stare advance 
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between si questioner or interviewer with si answer or respondent with use tool 

called an interview guide (guide interview). 

 

RESEARCH RESULTS AND DISCUSSION 

History and Business Profile BACOK ( Bagol Avocado Shake) 

At first business This founded by Iqbal Subhan in 2021 in April. This 

business is a very new business and already has a fairly large turnover for MSMEs 

in general. This avocado shake business was originally inspired by the owner's 

favorite drink, namely avocado juice, so a business that was still relatively small 

was formed using avocado as raw material and processed using a method that was 

quite different from the method of making avocado juice. In addition, the thing 

that makes this avocado shake business different from other avocado shake 

businesses is the price, which is much different from the price of avocado shakes 

in general. And also packaged with unique raw materials such as the use of oval 

cups and T-type plastic which are rarely found in other beverage businesses. The 

location is strategic and has its own charm by demonstrating the quality of the 

cleanliness of the business location, using lots of lights to illuminate at night, and 

using a mini Aquascape to increase consumer appeal. 

 

Digital Marketing Used by the Bagol Avocado Shake Drink Business. 

The digital marketing used by the BACOK beverage business is Instagram, 

GoBiz and Grab Merchants . Where social media Instagram is used to promote 

profiles and products issued by the business. Apart from that, Instagram social 

media is also used as a promotional medium for discounts and bonuses by 

imposing the terms and conditions made by the owner. 

While the Gobiz and Grab applications This Merchant is a digital sales 

partner with the method of increasing product prices by 25% as profit received 

by the business partner. Seeing that the digitalization era was developing very 

rapidly, the owner decided to keep up with the times. 

 

The Influence of Digital Marketing on Increase in Sales Volume Bagol 

Avocado Shake Business . 

According to the results of interviews with the employees of the business, 

there were very few sales in the early days of the business. If calculated in 1 day 

it can only sell around 3-9 cups and lasts up to 4 days more or less. After that, the 

owner started using pamphlets or banners as a promotional tool so that consumers 

were aware of the products being sold by the business, and sales volume increased 

by around 40% or so. After that, by looking at the times in the digitalization era, 

the owner decided to use some social media as a digital marketing tool , over 

time, sales volume increased rapidly to more or less 85%, and the owner 

concluded that 50% of products were sold through digital marketing . 

 

CONCLUSIONS AND RECOMMENDATIONS 

Conclusion 

From the results of the research we conducted on the Bagol Avocado Shake 

beverage business, it can be concluded that the business has used the right digital 

marketing in the form of Instagram, Go Biz and Grab social media. Merchants . 

As well as the existence of a significant influence from the use of digital 

marketing on the sales volume of the Bagol Avocado Shake Beverage Business 

which belongs to MSMEs on Jl. Dr. Wahidin Km. 19 Binjai. 
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Suggestion 

Bagol Avocado Shake business should add more digital marketing , such as 

Shopee Food or Maxim as business partners, and use social media Facebook as a 

promotional tool for the business's products. Because Instagram is generally only 

used by teenagers, and it is very different from Facebook, whose users come from 

all walks of life, both small children, teenagers, adults, and even parents . And by 

increasing the digital marketing scale used by this business, it will affect sales 

volume. 
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ABSTRACT 

 

This study investigates the impact of optimism bias and crypto influencers on 

decisions to invest in digital currency assets. Investors in cryptographic digital 

assets in Surabaya made up the study's target audience. For this study, purposive 

sampling was chosen for a sample of 90 investors. The SmartPLS 3 application 

was used to analyze the research findings using structural equation modelling - 

partial least squares (SEM-PLS). The findings demonstrated that optimism bias 

and crypto influencers had a favourable and significant impact on decisions 

about purchasing digital assets in cryptocurrency. 

 

INTRODUCTION 

Many people desire financial freedom. Everyone is driven to invest in 

passive income to achieve financial freedom. As a result of recent economic and 

technical advancements, investors are now more receptive to the wide range of 

investment options available, including those in gold, real estate, savings 

accounts, stocks, bonds, mutual funds, and cryptocurrencies as the newest trend 

(Perayunda & Mahyuni, 2022). According to the letter from the Coordinating 

Minister for Economic Affairs Number S-302 / M.EKON/09 / 2018, in 

consideration of the high investment potential of cryptocurrencies in Indonesia, 

Badan Pengawas Perdagangan Berjangka Komoditi (2020) explains that 

cryptocurrency is treated as a commodity that can be traded as a means of 

investment on the futures exchange. If this is not the case, it could result in 

significant investment outflows as investors search for markets that permit crypto 

transactions. 

The Commodity Futures Trading Supervisory Agency claims that the 

investment in digital assets for cryptocurrencies is currently in a "winter phase," 

during which time values are expected to fall over an extended period for various 

reasons. However, as of August 2022, there were 16.1 million crypto digital asset 

investors, up from 11.2 million at the end of 2021 (Badan Pengawas Perdagangan 

Berjangka Komoditi, 2022). This is a 43.75% growth. According to statistics, 

investors in cryptocurrencies and other digital assets outnumbered stock market 

investors for the first time in August. Approximately 27.38% more than the 7.48 

million stock market investors in Indonesia in December 2021, there were 9.54 

million stock market investors in Indonesia as of August 2022 (Kustodian Sentral 

Efek Indonesia, 2022). In the meantime, cryptocurrency investors in Surabaya, 

home to the largest concentration of cryptocurrency investors in East Java, saw a 

rise from 20,000 to over 42,000 investors in digital crypto assets (Tokocrypto, 

2022). This demonstrates the growing interest among the general population in 

investing in cryptographic assets. 

Since investments are not always successful, there is a surge in public 

interest in investing in crypto assets because of the expected high returns (Usman 

& Wulandari, 2019). in order to choose wisely when investing (Usman & 

Wulandari, 2019). Given that investing in cryptocurrencies carries a high risk due 
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to the volatility of their value, which can cause the value of the currency to rise 

or fall significantly in a short period, it is essential for the general public to have 

a thorough understanding of the risks, rewards, and benefits of investing in 

cryptocurrencies. A thorough awareness of the advantages, possibilities, and risks 

involved with trading cryptocurrency (Dinas Penanaman Modal dan Pelayanan 

Terpadu Satu Pintu Provinsi Banten, 2023) 

According to the Taxation Supervisory Committee, young people between 

the ages of 18 and 34 make up most of Indonesia's crypto asset investors, as this 

age group uses social media the most (Komwasjak, 2022). Social media sites like 

Twitter, Instagram, Telegram, and YouTube have made it easier for some traders 

to gain followers, resulting in the emergence of the crypto influencer trend 

(Rosenberg, 2022). Through content and electronic word of mouth generated by 

their social media posts, influencers are thought to be capable of influencing 

investors' decisions to invest in cryptocurrency-related digital assets (Anjani & 

Irwansyah, 2020). The influencers use marketing strategies for digital crypto 

assets similar to influencer marketing approaches, grow to be market leaders, and 

produce content that significantly impacts the crypto market (Rayhan Zanesty et 

al., 2022).  

Optimism bias is a factor that, besides crypto influencers, can affect 

investing choices. The propensity to overestimate the likelihood of pleasant future 

outcomes and underestimate the possibility of unfavourable future outcomes is 

known as optimism bias, according to  Bracha & Brown (2012). Making the best 

investment decisions often makes an investor's behaviour irrational because most 

young investors are very eager and have yet to calculate the dangers involved 

(Budiman & Damingun, 2021). According to Ar-Rachman (2018), most investors 

who act irrationally think that their portfolio is performing well and will produce 

favourable results. The problem formulation here is whether optimism bias and 

crypto influencers impact the choice to invest in cryptocurrency digital assets 

based on the background phenomenon that has been presented. This study aimed 

to demonstrate how optimism bias and the involvement of cryptocurrency 

influencers affected Surabaya's investment choices in digital currency. 

 

LITERATURE REVIEW 

Reasoned Action Theory 

The Theory of Reasoned Action (TRA), developed in 1975 by Fishbein and 

Ajzen, describes how attitudes (attitudes toward a behaviour) and social influence 

(subjective norm) affect everyone's behaviour. A person's behavioural intention 

about a specific action determines whether or not they will conduct the behaviour 

(Ajzen, 2005). Triwijayati & Koesworo (2006) introduce the attitude theory, also 

known as the theory of reasoned action, which argues that the urge to act results 

from a specific desire to behave. This theory demonstrates that the intention to 

behave can be connected to the conduct. Someone interested in investing in 

cryptocurrencies will likely take steps to fulfil their goals in making investment 

decisions, such as following individuals thought to be significant and influential 

in investors' investment decisions, specifically crypto influencers. 

 

Behavioral Finance Theory 

Robert J. Shiller first proposed the behavioural finance theory in 1981 using 

a social science approach to explain market inefficiencies. Richard H. Thaler 

followed up with a working paper in 1991 that looked at the theory's development 

and how it can be used to understand financial and economic phenomena. 
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According to Byrne & Brooks Baillie Gifford (2008) behavioural finance is 

founded on the concept that confident investors—at least a tiny portion—have 

behavioural biases, which render their financial decisions less than entirely 

rational. Budiman & Damingun (2021) claim that behavioural finance also 

explains investors' rationale, including the emotional motivations that go along 

with them and the degree to which they affect investment choices. 

 

Crypto Influencers' Relationship to Cryptocurrency Digital Asset 

Investment Decisions 

Based on the theory of reasoned action, everyone's behaviour is impacted 

by social influence (subjective norm) and attitude (attitude toward a behaviour). 

According to Herviani et al. (2020), cryptocurrency influencers can influence and 

be taken into account by investors when making investment decisions. They do 

this through posting material and electronic word of mouth on social media. 

Hariyanti & Wirapraja (2018) define influencers as individuals or figures on 

social media who have a significant following and whose interactions on social 

media have the power to affect the actions of their followers. Anjani & Irwansyah 

(2020) define crypto influencers as individuals who can convey information to 

followers on social media about the value of investing in cryptocurrencies. These 

individuals put in the time, effort, and research necessary to understand 

cryptocurrency technology and industry fundamentals before deciphering it and 

making it simple (Anjani & Irwansyah, 2020). 

H1: Investor decisions in cryptocurrency digital assets are influenced by 

cryptocurrency influencers 

 

The Relationship of Optimism Bias to Cryptocurrency Digital Asset 

Investment Decisions 

According to the definition of behavioural finance theory, investors are 

prone to optimism bias, which can cause investors to make excessive decisions 

(Budiman & Damingun, 2021). By Bracha & Brown (2012), optimism bias is 

defined as the propensity to overestimate the likelihood of favourable future 

outcomes and underestimate the likelihood of unfavourable future outcomes, 

where emotional factors predominate investors exposed to optimism bias when 

making investment decisions without conducting initial analysis and only relying 

on investor confidence or optimism if the investor is in a good mood (Baker & 

Nofsinger, 2002) 

H2: Investing decisions in cryptocurrency digital assets are influenced by 

optimism bias. 

 

METHODOLOGY 

This study selected quantitative methods and used Google Forms to 

distribute internet questionnaires to collect primary data using a Likert scale with 

five possible responses to measure respondents' responses to study variables. The 

target audience for this study is Surabaya-based buyers of cryptocurrencies and 

other digital assets, and the sample size is 90 buyers. The purposive sampling 

method was used to select the sample based on the following sample criteria: (1) 

Surabaya residency; (2) age between 18 and 34; (3) following crypto influencers 

on social media platforms like Twitter, Instagram, Facebook, Discord, and 

Telegram; and (4) investing in digital assets related to cryptocurrencies. The 

Structural Equation Modeling - Partial Least Square (SEM-PLS) technique was 

utilized to analyze the research data with the aid of the SmartPLS 3 program. 
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According to Rosenberg (2022) cryptocurrency influencers are more than 

just regular Twitter users or YouTube creators; they put in the time, effort, and 

research to understand the fundamentals of technology and industry, and then 

understandably share that knowledge on their social media platforms. The crypto 

influencer indicators employed, including visibility, credibility, attractiveness, 

and power, are based on prior research by Rossiter & Percy (2013). 

Optimism bias is the propensity to overestimate the chance of pleasant 

future events and underestimate the likelihood of adverse future outcomes 

(Bracha & Brown, 2012). The belief that they will outperform other investors in 

terms of return on investment, capital at risk, and performance of their investment 

portfolio in the face of uncertainty are all indicators of this variable. They also 

include the expectation that future investment returns will be higher, that they will 

achieve tremendous financial success than other investors, and that they will 

outperform other investors in terms of future financial success (Ar-Rachman, 

2018). 

Novianggie & Asandimitra (2019) definition of an investment decision is a 

decision made by investors to lay aside a portion of their current income in 

anticipation of future asset value growth.  According to Ayu Wulandari & Iramani 

(2014) research, the indicators employed include investing based on instinct or 

feelings, investing without giving it much thought beforehand and investing 

without any promises. 

 

RESULT AND CONCLUTION 

The respondents in this study ranged in age from 18 to 34 years, with 75 

respondents (83.33%) being female on average and 15 respondents (16.67%) 

being male. Students make up 54 (60%), private employees up to 30 (33.33%), 

homemakers up to 3 (3.33%), and independent contractors up to 3 (3.33%) of the 

respondents to the study. To evaluate the model's validity and reliability, the 

measurement model (external model) is utilized. The Partial Least Squares (PLS) 

test's internal validity and reliability are evaluated using the outer model analysis, 

also known as the measurement model. 

The convergent Validity test is carried out by looking at the criteria for the 

value of the outer loadings. The outer loadings value of the indicator is considered 

valid if it is greater than 0.7 and the average variance extracted (AVE) value is 

more than 0.5. (Hair et al., 2014:103). 

 

Table 1 Outer Loadings Result 

  X1.IK X2.BO Y1.KI 

X1.1 0,748     

X1.2 0,640     

X1.3 0,803     

X1.4 0,879     

X1.5 0,607     

X1.6 0,590     

X1.7 0,731     

X1.8 0,906     

X2.1   0,790   

X2.2   0,837   

X2.3   0,794   
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X2.4   0,585   

X2.5   0,809   

X2.6   0,784   

Y1.1     0,800 

Y1.2     0,796 

Y1.3     0,922 

Y1.4     0,942 

Source: Data processed by Smart-PLS 2023 

 

To acquire accurate measurement model evaluation findings as shown in 

table 2, it is important to gradually remove some indications from table 1 that 

have outer loadings values less than 0.70. 

 

Table 2 Outer Loadings Result After Elimination 

  X1.IK X2.BO Y1.KI 

X1.1 0,722     

X1.3 0,862     

X1.4 0,913     

X1.7 0,744     

X1.8 0,923     

X2.1   0,834   

X2.2   0,852   

X2.3   0,786   

X2.5   0,805   

X2.6   0,779   

Y1.1     0,796 

Y1.2     0,799 

Y1.3     0,922 

Y1.4     0,942 

Source: Data processed by Smart-PLS 2023 

 

It can be seen in Table 2 that after eliminating unqualified indicators, all 

indicators have an outer loadings value of more than 0.7.  

 
Source: Data processed by Smart-PLS 2023 

Figure 1 Average Variance Extracted Result 
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Based on Figure 1, the Average Variance Extracted (AVE) value has met the 

requirements of more than 0.5. So that it meets the requirements of convergent 

validity and is declared valid. 

Discriminant validity testing uses the criteria for the value of the Fornell-

Larcker Criterion, and the Cross Loadings table must have a latent construct value 

that is higher than the latent construct value of other variables. 

 

Table 3 Cross Loadings Value 

  X1.IK X2.BO Y1.KI 

X1.1 0,722 0,657 0,508 

X1.3 0,862 0,611 0,650 

X1.4 0,913 0,584 0,680 

X1.7 0,744 0,569 0,576 

X1.8 0,923 0,792 0,728 

X2.1 0,625 0,834 0,650 

X2.2 0,613 0,852 0,591 

X2.3 0,593 0,786 0,641 

X2.5 0,665 0,805 0,624 

X2.6 0,617 0,779 0,559 

Y1.1 0,517 0,540 0,796 

Y1.2 0,740 0,572 0,799 

Y1.3 0,633 0,723 0,922 

Y1.4 0,715 0,767 0,942 

Source: Data processed by Smart-PLS 2023 

 

Table 4 Fornell-Larcker Criterion Result 
 X1.IK X2.BO Y1.KI 

X1.IK 0,837   

X2.BO 0,767 0,811  

Y1.KI 0,757 0,758 0,868 

Source: Data processed by Smart-PLS 2023 

 

Table 3's cross-loadings demonstrate that each construct's correlation is 

more significant than other constructs. The Fornell-Larcker criterion is satisfied 

when the latent construct value for the Fornell-Larcker criterion is higher than the 

latent construct value between other variables.  The reliability test is used to 

measure the consistency of respondents in answering the instrument statement. 

states that reliability testing can be concluded to be valid and reliable if,  

Cronbach Alpha >  0,7 

Rho_A > 0,7 

Composite Reliability > 0,6 

Average Variance Extracted (AVE) > 0,5 

 

Table 5 Composite Reability Result 

  
Cronbach's 

Alpha 
rho_A 

Composite 

Reliability 

Average 

Variance 

Extracted (AVE) 

X1.IK 0,890 0,906 0,920 0,700 

X2.BO 0,870 0,872 0,906 0,659 
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Y1.KI 0,888 0,903 0,924 0,753 

Source: Data processed by Smart-PLS 2023 

 

Based on the data in Table 5, the composite reliability value is more than 

0.6, the value of Cronbach's alpha must be more than 0.7, the rho_A value must 

be more than 0.7, and the Average Variance Extracted (AVE) value must be more 

than 0.5. Thus, all constructs of this study have met the requirements. 

Structural model analysis or inner model uses the R-Square test to predict whether 

the model is robust, moderate or poor. The test criteria, according toHair et al. 

(2014) as follows: 

a. If the R2 value = 0.75 means that the model is substantial (robust) 

b. If the value of R2 = 0.50 means that the model is moderate (moderate)  

c. If the value of R2 = 0.25 means that the model is weak (flawed) 

 

Tabel 6 R-Square 

  R Square R Square Adjusted 

Y1.KI 0,649 0,641 

Source: Data processed by Smart-PLS 2023 

 

The strength of the crypto influencer variable and optimism bias in predicting the 

investment decision variable is 64.9% with a moderate or moderate model, 

according to the R-Square test result of 0.649 for the investment decision variable. 

Other structures not included in this investigation account for the remaining 

35.1%. 

 

HYPOTESIS TEST 

Hypothesis testing is used to see the direct effect between the influencing 

variables (exogenous variables) and the influenced variables (endogenous 

variables). The relationship between variables is significant if the P-Values value 

is smaller than 0.05 or the T-Statistics value is greater than 1.96. (Hair et al., 

2014). 

 

Table 7 Hypotesis Test 

 
Original 

Sample 

(O) 

Sample 

Mean (M) 

Standard 

Deviation 

(STDEV) 

T Statistics 

(|O/STDE

V|) 

P Values 

X1.IK -> 

Y1.KI 
0,427 0,427 0,077 5,555 0,000 

X2.BO -> 

Y1.KI 
0,430 0,437 0,079 5,413 0,000 

Source: Data processed by Smart-PLS 2023 

 

Based on the data in the table presented, the analysis of the relationship 

between variables is directly explained as follows. The influence value of the 

crypto influencer variable on the cryptocurrency investment decision variable is 

0.427, the P value is 0.000 <0.05, and the T-Statistics value is 5.555> 1.96. It 

indicates that the crypto influencer variable on the cryptocurrency investment 

decision variable has a positive relationship and has a significant effect, so 

hypothesis H1 is accepted. The results of the analysis in this study support several 

studies conducted by Astuti Yuli Mia (2022); D. Pratiwi (2020); Rayhan Zanesty 

et al. (2022); Trisnaningsih et al.,(2022); Valentio Saiang et al. (2022) found that 
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social media influencers significantly and favourably affect people's interest in 

investing.  

The findings of this study show that the popularity of cryptocurrency 

influencers, the attention and respect that they receive from their followers when 

promoting and informing crypto investment, the attractiveness of cryptocurrency 

influencers in terms of appearance and having the same investment ideas as their 

followers, as well as the influencer's ability to persuade potential investors to 

make investment decisions in cryptocurrency digital assets can all increase. In 

this situation, crypto influencers must impact a person's decision before they take 

any action.  

Therefore, a person's interest in using is influenced by the opinion of 

someone with a history of impacting their desire to invest. In line with the theory 

of reasoned action, which contends that everyone's behaviour is impacted by their 

attitudes (attitudes toward their behaviour) and societal influences (subjective 

norms). Through the material and marketing they post on their social media, 

cryptocurrency influencers can operate as arbitrary standards that sway investors' 

investment decisions. This study also supports Rayhan Zanesty et al. (2022) 

assertion that Indonesians are loyal to influencers and believe that 

recommendations regarding cryptocurrencies are trustworthy. As a result, the 

research shows that the positive influence of influencers has a significant impact 

on decisions made regarding purchasing cryptocurrency digital assets. On the 

other hand, this study also supports the theory of Hariyanti & Wirapraja (2018), 

which states that social media influencers influence the behaviour of their 

followers, so they can influence their followers to buy or use the products they 

promote. 

The T-Statistics value of 5.413 is more than 1.96, the P value of 0.000 is 

smaller than 0.05, and the optimistic bias variable's influence value on the choice 

to invest in cryptocurrencies is 0.430. As a result, hypothesis H2 is accepted 

because it shows a positive association and a significant impact between the 

optimism bias variable and the bitcoin investment choice variable. Signalling that 

investors in Surabaya experience optimism bias when making cryptocurrency 

investment decisions. The findings of this study are consistent with those of 

studies by (Naveed, 2015; Riaz & Iqbal, 2015; Arik & Sri, 2021) that indicate 

optimism bias influences investing decision-making. The findings also 

demonstrate the influence of optimism bias on Surabaya investors' choice of 

investments.  

The more optimistic a person is, the more confident they are about the 

advantages of their investments' returns compared to other investors, the less 

confident they are about their investments' capital losses compared to other 

investors, the better their portfolio will perform when faced with uncertainty, and 

the more likely it is that their investments will produce results that are consistent 

with their expectations, allowing them to achieve their desired investment goals. 

However, in this optimism bias variable, the indicator of belief in outperforming 

other investors regarding financial success needed to be corrected in the 

measurement model assessment test, preventing the indicator from representing 

investor responses. Young investors tend to have a high level of confidence, 

which might lead investors subject to an overly optimistic bias to overlook the 

risks that lie ahead. According to a study by Budiman & Damingun (2021) which 

supports the idea that investing in cryptocurrencies carries a significant level of 

risk, investors need to be emotionally mature and stable to avoid misjudging the 

hazards they will encounter.  
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The study's findings are consistent with behavioural finance theory, which 

identifies optimism bias as one of the emotional biases that cause people to make 

poor decisions by giving more weight to their feelings and whims than the 

available facts (Sadalia & Butar-Butar, 2016). 

Based on the analysis of the data and the conversation that followed, 

optimism bias and crypto influencers have a positive and significant impact on 

decisions to invest in digital assets. It is advised that future researchers broaden 

the research region and increase the number of samples to improve the accuracy 

of the research findings, as this study can only include respondents who reside in 

Surabaya with a sample size of 90 persons. Additionally, the number of 

independent factors included in this study is restricted to crypto influencers and 

optimistic bias; thus, it is anticipated that new variables like cognitive bias and 

emotional bias will be added.  
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ABSTRACT 

 

This research aims to explore the relationship between the Bugis philosophy of 

Sipakatau, Sipakalebbi, and Sipakainge and the Uang Panai culture that occurs 

in the Bugis tribe. This study describes the accounting concepts that occur in the 

Panai culture because the current phenomenon, namely the Panai culture, is seen 

as a transactional activity leading to a wedding procession. In this study, we look 

at the culture of Uang Panai where a wife can be said to meet the definition and 

criteria of an intangible asset. This is rooted in the prevailing tradition in society 

of determining the nominal Uang Panai according to the quality of the girl and 

also the amount of Uang Panai as a symbol of the dignity of the female family. 

This article shows that Uang Panai culture should be based on the Bugis 

philosophy, which is an ancestral heritage as a guide in social life. The absence 

of values contained in this philosophy on individual character in society, will 

cause culture to only be a spectacle of transactions. This article also gives us a 

reflection on the fact that panai culture is a form of appreciation between one 

party and another. 

Keywords: bride pricing, panai, sipakatau, sipakalebbi, Sipakainge 

 

INTRODUCTION 

The practice of bride pricing or Uang Panai at the time of the marriage 

ceremony is a culture that has been passed down from generation to generation 

among the Bugis tribe of South Sulawesi.This practice describes the payment of 

compensation to prospective women who no longer belong to their parents' 

families (Bau et al., 2015) or the cost of a woman's dignity (Syarifuddin & 

Damayanti, 2015). In Bugis, the prospective groom must bear all wedding 

expenses, including shopping money (purchasing all wedding necessities), 

sompa/mahar, leko/sirih pinang, mappaota, and pallawa tana (Rahayu & Yudi, 

2015). The determination of bride pricing itself is an agreement between the two 

parties, but there are several things that are indicators of Bugis bride pricing 

(Syarifuddin & Damayanti, 2015), so it is undeniable that sometimes there are 

bargaining events in bride pricing with the Bugis before reaching an agreement 

on the value of bride pricing. 

The flow of the bride's pricing process closely like an illustration of 

accounting practices. The view of bride pricing is like a buying and selling 

transaction, which starts with setting a price on asset quality and ends with giving 

a sum of money so that the ownership rights of the assets change hands. 

Therefore, talking about bride pricing cannot be separated from the accounting 

aspects contained therein (Syarifuddin & Damayanti, 2015). Accounting is a 

socially constructed branch of science in which social development and 

accounting construction influence each other (Rahman et al., 2019). Research on 

critical accounting and local wisdom (Mulawarman, 2010) argues that an 

accounting approach with local wisdom brings about the discovery of unique 
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cultural phenomena in society (Salampessy et al., 2018; Yamamoto & Noguchi, 

2013; Efferin, 2015) 

This phenomenon forces us to raise again the noble values found in the 

Bugis community, namely Sipakatau, Sipakalebbi, and Sipakainge (3S). The 

values of 3S can be understood as cultural concepts that contain human values 

that have implications for all real people's behavior. This behavior is implied as a 

manifestation of the life of the Bugis people in South Sulawesi. The essence of 

being a human in this philosophy is starting to disappear. With the inculcation of 

the philosophy of 3S in carrying out the Uang Panai tradition, the noble values in 

this philosophy should be used as a guide in determining the amount of Uang 

Panai, so that Uang Panai is no longer seen as a routine transaction before 

marriage but as a form of appreciation between the two parties. 

 

Uang Panai and Intangible Assets 

Assets related to human resources are still being discussed and the debate 

does not end in the development of accounting (21). Intangible assets according 

to accounting standards are patents, brands, intellectual capital, industrial designs, 

and various other intangible assets. Even though it has long been a hot topic of 

discussion by experts, until now there has been no standard measurement in 

determining the value criteria of human resources objectively. Especially if you 

recognize human resources as an asset. Judging from the definition of intangible 

assets, not all of them qualify as assets so that their relevance, reliability, and 

morality are still being debated (Risaliti et al., 2013). 

In Uang Panai culture, a wife can be said to meet the definition and criteria 

of an intangible asset. Men propose to a girl by sacrificing their wealth to get 

benefits in the future, both for biological needs, giving offspring) and also 

because, directly or indirectly, the wife will produce economic benefits. The 

criteria attached to prospective women, namely being beautiful, educated, having 

good heredity, and having high social status, will be the basis for the woman's 

family to determine the appropriate value of Uang Panai for their daughter. This 

value is not the final value of Uang Panai. However, it can still change because it 

will still be determined after a bargaining process between the woman's family 

and the man's side. When both parties reach an agreement on a price, the wedding 

will take place. After the marriage takes place, accounting for the bride is owned 

by the man and can be said to be an intangible asset, or more specifically, an 

intellectual capital asset, to which the wife hopes to contribute socially, 

spiritually, and economically. When compared to other intangible assets, the 

different treatment for identifying human assets is being able to provide future 

economic benefits associated with the ability of human workers to generate cash 

flows and other services so as to create future economic benefits (Bullough & 

Coleman, 2019; Coluccia et al., 2018). 

 

Value Of Sipakatau, Sipakalebbi, and Sigunakannge as Bride Price Control 

Sipakatau is a trait that judges humans like humans. This means that in our 

social lives, we should view humans as the same under any circumstances, 

regardless of their social status. Mutual respect Under the field of Uang Panai 

culture, if the subject is a man who will propose to a girl, this is how men respect 

the family of the woman, especially in this case when talking about Uang Panai, 

which is a symbol of the dignity of a woman's family. When a man wants to 

propose to a girl, he should prepare the proper Uang Panai and the best according 

to his ability to give to the girl's family. Uang Panai also has the meaning of 
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thanking the woman's family for educating their daughter well. Uang Panai is a 

symbol of respecting the girl and her family; the girl will transfer property to the 

man. 

Whereas Sipakatau in Uang Panai culture is seen from the object side, 

namely the girl and her family, it is about how to respect the good intentions of a 

man in proposing their daughter. For this reason, women's families are obliged to 

provide equal rights and obligations to men by first releasing an assessment of 

the man's condition. The woman's family should ask for Uang Panai according to 

the ability of the man, even though the woman comes from aristocratic descent, 

comes from a wealthy family, is highly educated, and has a beautiful physique. 

By behaving like this, agency theory can be minimized or even no longer exist 

because women's families do not perceive that Uang Panai is a place for prestige. 

Sipakalebbi is a trait that forbids seeing human flaws. It's like just needing to 

remember people's strengths and cover other people's weaknesses, because every 

human being certainly has strengths and weaknesses. If it is related to the culture 

of Uang Panai, Sipakalebbi's values will restrain women's families who reject 

men just because they are not equal to their families. The woman will consider 

all the advantages of the man and appreciate the man who has the courage to make 

the decision to marry his daughter. 

 

CONCLUSION 

Panai culture in theBugis community is one of Indonesia's local wisdoms. 

This culture is a form of respect for women, where the entire cost of the wedding 

will be borne by the man. Besides that, it gives the impression that the man who 

wants to get married can already be economically responsible. The problem so 

far has been that there have been many cases where marriages have failed, or what 

is more serious is that young people have had to elope due to being burdened with 

banknotes. The determination of Uang Panai, which has been carried out ba sed 

on the social status of men, is of course very contrary to the noble values that 

should be instilled in each individual's character. 

Thus, this phenomenon continues. Girls are considered assets with values 

in accordance with their quality, not to mention the agency theory that can occur 

because a woman's family longs for a luxurious wedding as an event for prestige. 

Before this Uang Panai culture becomes extinct, swallowed up by worldly greed, 

we need to re-instill noble values as controls for individual actions, which of 

course deviate far from the norms in social life. So, it is hoped that every 

community, family, and parent teach the younger generation to practice the values 

contained in sipakatau, sipalebbi, and sigunakannge. Therefore, it is necessary to 

restore the concept of Uang Panai by being accompanied by the attitudes of 

sipakatau, sipalebbi, and sigunakannge, so that the concepts contained in a culture 

maintain their originality and can be proudly passed on to the next generations 

(Bau et al., 2015). 
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ABSTRACT 

 

This study aims to determine how much intellectual capital contributes to the level 

of profitability of MSMEs in Bandung City. The research method used is a 

verification method with a quantitative approach with primary data. The data 

collection technique used a questionnaire in the form of a google form, the 

population in the study was MSMEs in Bandung City, the observation unit was 

the owner or employee at MSMEs in Bandung City as many as 100 respondents. 

Technical data analysis using the coefficient of determination analysis and 

assisted by using the IBM SPSS 23 application. The results of this study indicate 

that Intellectual Capital has a significant effect on the level of profitability. 

Keyword: Intellectual Capital; Profitability Level; MSMEs 

 

INTRODUCTION 

In Indonesia, Article 35 Paragraph 3 of Government Regulation of the 

Republic of Indonesia Number 7 of 2021 One important part of the Indonesian 

economy is the micro, small, and medium enterprise (MSME) sector. Data from 

the Ministry of Cooperatives and Small and Medium Enterprises (M-CSME) 

shows the growth of MSMEs in various regions. In 2022, there were 8.71 million 

business units in Indonesia, with Java the largest with 1.49 million business units 

(Santika, 2022). Unfortunately, MSMEs suffered the biggest losses during the two 

years of the pandemic. 84% of MSMEs experienced a decrease in revenue due 

to physical distancing policies, and 62% of MSMEs experienced problems 

related to operations and employees (Mandiri Research Institute, 2022). 

Based on the phenomenon in Indonesia, Indonesia has experienced changes 

in the last three years during the Covid-19 pandemic. The income of MSMEs 

businesses dropped and they almost went bankrupt. One of the main problems 

that caused a decrease in income or turnover of up to 30% was difficulty in 

obtaining raw materials, decreased market demand, increased production costs, 

increased competition, and changes in regulations (Wicaksono, 2020). COVID-

19 has a significant impact on small and medium-sized enterprises (MSMEs). 

Therefore, to increase the profitability of MSMEs, the contribution of intellectual 

capital is necessary. 

Intellectual capital is the sum of the three main elements of the organisation 

(human capital, structural capital, and customer capital) produced. These 

elements are related to knowledge and technology and can provide additional 

value to the company through competitive advantage (Gunawan, 2012). 

According to Stewart (1997) in Sawarjuwono & Kadir (2003) researchers usually 

divide intellectual value into three components: human value (HC), structural 

value (SC), and customer value (CC). However, according to Murti, 2010), it is 

becoming increasingly strategic to be an important part of efforts to increase value 

in various companies. 

mailto:leesgrt@gmail.com
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Intellectual capital for MSMEs is the knowledge and expertise possessed 

by MSME owners and employees. By having relevant knowledge and expertise 

and a good knowledge of their industry, MSMEs can optimise their business 

processes, improve the quality of their products or services, and reduce production 

costs, which in turn can increase profitability. 

Provides a perspective on why companies voluntarily disclose intellectual 

capital, based on resource-based theories and stakeholder theories. According to 

resource- based theories, a company will have a competitive advantage if it can 

optimally manage its resources, both physical resources and intangible resources, 

such as intellectual capital. According to stakeholder theory, companies must 

ensure the equality of stakeholder interests by making disclosures that focus on 

financial and non-financial aspects, such as intellectual capital. 

Intellectual capital according to previous research Suhardjanto & Wardhani 

(2010) showed that intellectual capital affects the level of profitability. Therefore, 

as stated by Kartika (2013), the three components of Intellectual Property show 

that there is a significant influence on the level of profitability. Likewise, research 

conducted by Rosida & Aisyah (2021) states that intellectual value has a major 

effect on profitability. 

 

LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT 

Resource-based theory (RBT) says that resources affect the level of 

company profitability, which in turn will increase company value for MSME 

businesses. On the other hand, stakeholder theory says that the existence of a 

company is determined by its stakeholders, so the company must be able to fulfil 

the expectations of its stakeholders. 

 

Intellectual Capital 

Intellectual capital is defined as intellectual resources and knowledge 

owned by a company without physical form (Stewart, 1997). Companies can 

improve business processes, gain additional profits, and provide greater value to 

the company (Puspita. N., 2011). 

 

Profitability Level 

Profitability is a measure used to measure the ability of a company to 

generate profits at the desired level (Halim & Basri, 2016). According to 

Damayanti et al., (2020), the company's existing resources and capabilities 

include sales activities, cash, capital, number of employees, and number of 

company branches. 

Table 1 Operational Table 
VARIABLE DIMENSION INDICATOR SCALA 

DATA 

ITEM 

Intellectual 

Capital  

 

(Bontis, 

1998) 

Human capital  Employee freedom to 

express opinions. 

Training program planning 

for employees  

Adaptability of employees 

Improving employee skills 

Employees work together 

in teams.  

Scale Ordinal 1,2,3,4,5 
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 Structural 

capital 

Clear organizational 

structure 

Supports the company's 

business procedures. 

Support the development 

of company ideas. 

Complete transactions in 

the best possible time  

The company is a 

bureaucratic nightmare 

  

 Relational 

capital 

(Customer 

capital) 

Customer satisfaction 

Increased market share 

Increase in loyal 

customers. 

Capitalizing on customer 

desires 

Feedback with customers 

  

Profitability 

Level  

 

(Kasmir, 

2015) 

 Measuring the level of 

profit after sales 

Preserving assets and 

share capital 

Scale Ordinal 1,2 

 

RESULTS AND DISCUSSION 

Determination Coefficient Test 

Table 2 Model Summary 

Model R R Square 
Adjusted R 

Square 

Std. Error of 

the Estimate 

1 .783a .614 .610 .98292 

a. Predictors: (Constant), Intellectual Capital 

 

Based on table 2 above, it can be seen that the results of the coefficient of 

determination (R2) test show that the R-Square (R2) value is 0.614. This 

magnitude value indicates that the intellectual capital variable has an influence of 

61.40% (KD = 0.614 X 100%), while the remaining 38.60% is influenced by 

other variables not examined in this study. The R-Square (R2) value is close to 1 

(one) indicating that the effect of intellectual capital on the level of profitability 

is strong. 

Based on the results of the analysis above, the three components of 

Intellectual capital (human capital, structural capital, and relational capital) have 

a significant effect on the level of profitability of MSME in Bandung City.  In 

several studies conducted by Rosida & Aisyah (2021), it is said that intellectual 

capital has a significant effect on the level of profitability. Therefore, as stated by 

Kartika (2013), the three components of Intellectual Property show that there is a 

significant influence on the level of profitability
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CONCLUSSION 

Based on the results of research conducted in Bandung City, it was found 

that Intellectual Capital and Profitability Level had a significant effect when 

tested by determination. This research model explains the level of profitability of 

MSMEs by 61.4%. meaning that the contribution of intellectual capital has a 

positive influence on the level of profitability. for this reason, it is recommended 

for MSME business actors in Bandung City to be able to increase routine 

employee training programmes, provide customer desires, and feedback with 

customers in order to increase the profitability of MSMEs in Bandung City. 
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ABSTRACT 

 

This study investigates the role of perceived collectivity efficacy as a mediating 

variable between budget control systems and team effectiveness. In addition, this 

study also analyzes the direct effect of the budget control system on perceived 

collective efficacy and team effectiveness. Departments in Bung Hatta University 

are research objects. The primary data is employed and analyzed using the 

structural equity model (SEM) PLS. Seventeen departments finally participated 

in this study. The results reveal no role of perceived collectivity efficacy as a 

mediating variable between budget control systems (interactive and diagnostic) 

and team effectiveness. However, there are two significant direct relationships: 

(i) the effect of diagnostic use of Budget on perceived collectivity efficacy, and (ii) 

the relationship between perceived collectivity efficacy and team effectiveness. 

This study has practical and theoretical implications. Practically, team 

effectiveness can be developed through perceived collectivity efficacy. Hence, 

perceived collectivity efficacy can be improved by increasing the diagnostic use 

of Budget. Theoretically, this study contributes to the management control system 

literature. 

Keywords: interactive use of Budget, diagnostic use of Budget, perceived 

collective efficacy, team effectiveness. 

 

INTRODUCTION 

Indonesia's increasing economic growth has impacted economic actors, in 

this case, the government, private sector and cooperatives, which are facing 

increasingly fierce competition from outside and among the economic actors 

themselves. Therefore, economic actors are required to increase efficiency. 

Efficiency is needed both for the present and future; this is due to increasingly 

tight competition, diminishing resources, rising consumer satisfaction standards, 

and increasing living standards. To improve efficiency, a well-implemented 

management control system is required. 

According to Antony-Dearden (1992:13), there is a main discussion in the 

management control system, namely structure and process. The management 

control structure is the infrastructure used to carry out the management control 

process; funds are needed to establish responsibility centres, where managers can 

determine the characteristics and characteristics of the responsibility centres they 

lead. The management control process is how the existing responsibility centre 

carries out its operations through information interaction between managers and 

employees. It includes the programming, budgeting, implementation and 

measurement stages, as well as interrelated reporting and analysis. 

The management control system's style is divided into two, namely 

diagnostic control and interactive control. A coordination process can be effective 
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and developed with the use of diagnostic controls and interactive controls. In the 

usage style using diagnostic control, the Budget as a management control system 

is used to monitor a company's output and evaluate predetermined performance 

standards caused by a deviation (agbejule, 2007). Using budgets with diagnostic 

controls can be a forum for managers to make decisions directly (Sponem & 

Lambert, 2016). 

Henri (2006) stated in his research that using budgets with interactive 

controls also impacts improving a company's performance. This is because 

interactive control triggers communication and reciprocity between individuals, 

which will generate creativity and innovation and increase the company's 

competitive advantage. In the style of use with interactive control, budgets are 

used as a manager's control tool not only in monitoring but also to be directly 

involved or have direct intervention in decision-making (Kaveski et al., 2021). 

The use of budgets with diagnostic and interactive controls has direct 

involvement in one's actions. According to Chong & Mahama, (2014) the 

involvement of the Budget as a control tool within the team can enable 

management to improve company performance, including performance in human 

resources at every level. 

The purpose of this study was motivated by three interrelated factors. First, 

there are research limitations in examining the role of accounting in a team 

context. Second, there is limited evidence of how accounting controls and is 

involved in team motivation. Third, this study focuses on the style of budget use 

to examine the role of accounting controls in a team context.  

 

THEORETICAL BASIS  

Team Effectiveness 

A team is a group within a team whose members are interdependent on one 

another, share common goals, and are constituted by having one person 

coordinate their joint activities. Coordination is carried out to achieve common 

goals. The team is said to be effective if it meets and exceeds the needs of the 

team formed. If the organization supporting the team thinks the team is doing a 

good job, then the team is said to be effective(Febrianto, 2021). 

Team effectiveness is when a group fulfils three criteria: (1) produces 

output following client standards. (2) having a social process that can increase the 

capability of its members to work together again in the future, and (3) producing 

experiences that enhance member learning and well-being. 

Measuring team effectiveness in a company or agency is very important. 

With company measurements, you can find out the actual condition of the 

company. The measurement results can be used as material for development and 

improvement to achieve organizational goals. In addition, companies can use 

performance measurement to get results from investments to support the work 

team structure, so the company knows how effective the team is. 

According to Cumming & Worley (2008) in Mahama (2014), Team 

effectiveness can be seen from the input, design, components, and output 

produced by the team. There are six aspects in the design component. (1) clarity 

of purpose, namely how well the team can understand the team's goals to be 

achieved. (2) task structure, namely the way the team works seen from the 

structure of the division. (3) the composition of the team, namely the work team, 

can be seen from differences in age, education, experience, skills and abilities that 

can influence how individuals behave and interact within the team. (4) team 

function, namely team dynamics at work, seen from the extent to which each 
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member relates or communicates with other members of the work team because 

good relationships between members can affect good task performance. (6) 

performance norms, 

Research conducted by Febrianto, (2021) states that team effectiveness 

affects team achievement. 

 

Perceived Collective Efficacy 

Agency relational experiences contribute to a stronger sense of collective 

efficacy and envisioning the future. However, collective efficacy is not the sum 

of efficacy beliefs. Instead, he appears as a relationship-level character based on 

interactive and collaborative dynamics. Perceived collective efficacy was defined 

earlier as members' belief in their team's ability to organize and execute assigned 

tasks—relationships based on interactive and collaborative dynamics (Harumi & 

Kadiyono, 2021). 

Collective efficacy beliefs are said to be motivational because they have 

been found to influence goal setting, choice of activity, level of effort exerted, and 

persistence of coping behaviours. 

In summary, the existing team literature suggests that team members share 

collective efficacy beliefs, which influence how teams function. This research 

draws on the concept of perceived collective efficacy to explain how the extent 

to which the use of interactive and diagnostic budgets affects team performance. 

 

Diagnostic and Interactive Use of Budgets 

Budgets are one of the main characteristics of an accounting control system. 

They are used by management to coordinate and communicate strategic priorities 

with the reward system and often reinforce lower-level management's 

commitment to those priorities (Sinarasri, 2011). 

In the style of use by using diagnostic controls, the Budget as a management 

control system is used to monitor a company's output and evaluate predetermined 

performance standards caused by a deviation (Suandi, 2019). 

A diagnostic control system is a formal information system managers use 

to monitor organizational outcomes and take corrective action for deviations from 

established standards. While an interactive control system is a formal but non-

formal information system that emphasizes one individual's relationship with 

another, the person controlling and being held has a social relationship. 

Interactive control systems are formal information systems that allow 

managers to involve themselves personally in decision-making by subordinates 

(Musyarofah, 2004). This system, according to Simons, is to anticipate the 

strategic uncertainty faced by the organization. 

 

Interactive and Diagnostic Use of Budgets and Team Effectiveness 

The Budget is used to achieve cooperation which is the basis for evaluating 

the actual performance of management or the best starting point in assessing 

performance. Implementation of interactive budget use is certainly not easy; this 

requires top management involvement intensively in the budget process, 

including interactions between members of the organization. 

Interactive dialogue and dialogue associated with higher levels of 

interactive use of budgets are more likely to create an environment that 

encourages team members to discuss and evaluate each other's judgments by 

challenging underlying data, assumptions, and action plans(Ramdhana et al., 

2018). 
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According to Sinarasri (2011) & Pradnyani (2022) interactive use requires 

extensive involvement of central management in the budgeting process and close 

interaction among organizational members. Therefore, this interactive use can 

only improve organizational performance if the change in strategy is relatively 

high. The intention is that the benefits of interactive use outweigh the costs 

incurred in these situations. 

Previous research by Chong & Mahama, (2014) & Pradnyani, (2022) also 

demonstrated that budget diagnostics can be used to achieve effective 

performance results by providing motivation, resources, and information to 

ensure organizational strategies and goals are achieved. 

In research, Irfandi et al., (2023) & Adhitya & Wilson, (2022) demonstrated 

the influence of governance, such as budgeting, in increasing effectiveness in 

preparing implementation reports. In addition, leadership practices can invite all 

team members to interact with each other in achieving the point of organizational 

information systems, communication and coordination, indicating that integration 

occurs within the organization, which will affect team effectiveness (Choi et al., 

2018). Because sharing information is an important part of team success, 

organizations often replace members to minimize the effects of loss of technical 

or non-technical information (Bhat et al., 2017). 

The relationship between ongoing strategic change and organizational 

performance can be improved using the Budget intensively. 

H1a: The level of interactive budget use will positively affect team 

effectiveness. 

H1b: The level of use of the diagnostic Budget will have a direct positive 

relationship with team effectiveness. 

 

Interactive and Diagnostic Use of Budgets and Perceived Collective Efficacy 

Collective efficacy: Effective work teams have confidence in themselves. 

They sure do. The effectiveness of the work team can be assessed through the 

productivity of the work team, the level of superior satisfaction and the 

performance of the work team. The effectiveness of work teams is based on 

productive output results and personal satisfaction. 

Previous research by Mahama (2014) has identified at least three issues 

affecting team members’ perceived collective efficacy beliefs: clear roles, 

facilitating interactions, and coordination. The Budget is implemented to achieve 

cooperation which is the basis for evaluating the actual performance of 

management or the best starting point in assessing performance. Implementation 

of interactive use of the Budget is certainly not easy; this requires top 

management involvement intensively in the budget process, including 

interactions between members of the organization(Musyarofah, 2004; 

Rakhmadina & Setyaningrum, 2021). The interaction between team members and 

the external environment will provide feedback or notify whether the manager or 

reporter got a signal. In contrast, the manager ends the report or message(Sun et 

al., 2020). 

H2a: The degree of interactive use of budgets will positively correlate with 

perceived collective efficacy. 

 

In addition, in research Pradnyani, (2022) & Kaveski et al. (2021), The 

variable organizational commitment has a total mediating effect on the 

relationship between the use of budgetary control systems and managerial 
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performance on a diagnostic budgetary basis that can direct the attention of 

individual team members toward collective results. 

H2b: Diagnostic level of budget use will have a direct positive relationship 

with perceived collective efficacy. 

 

Perceived collective efficacy and team effectiveness 

Collective efficacy has an effect or influence on team performance. Team 

member well-being refers to factors such as well-being or mental health, growth 

and development of team members. Team continuity is the possibility that the 

team will work continuously. 

While previous studiesBhat et al. (2017) & Baviera et al. (2022) have that 

mutual trust and understanding are necessary for member growth. Because team 

members already know that they must interact for a limited time and can change 

their attitudes to develop confidence in other members (Irfandi et al., 2023). have 

found a strong relationship between belief and collective efficacy and team 

effectiveness 

H3: Perceived collective efficacy will positively correlate with team 

effectiveness. 

 

RESEARCH METHODS 

The study program at Bung Hatta University is the object of study for this 

research. From the total population (all study programs), it was found that 17 

study programs participated in this study. This study program uses the probability 

sampling method. The data used in this research is primary data. The data 

collection method is a survey using a questionnaire. The number of indicators or 

research question items is 21 indicators. The indicators of this research can be 

seen in Table 1.  

This study uses indicators adapted from several pieces of literature and 

discussed with people who understand research indicators to validate the 

components and indicators according to the study context so that four elements 

emerge, and each part has several indicators or observed variables. These 

components are the interactive use of budgets (7 indicators), diagnostics of budget 

use (4 indicators), perceived collective efficacy (4 indicators), and team 

effectiveness (6 indicators). The study program was asked to assess the 

effectiveness of their team using a Likert scale of seven ranging from very 

strongly disagree (1) to agree very much (7). diagnostic of budget use (4 

indicators), perceived collective efficacy (4 indicators), and team effectiveness (6 

indicators). The study program was asked to assess the effectiveness of their team 

using a Likert scale of seven ranging from very strongly disagree (1) to agree very 

much (7). diagnostic of budget use (4 indicators), perceived collective efficacy (4 

indicators), and team effectiveness (6 indicators). The study program was asked 

to assess the effectiveness of their team using a Likert scale of seven ranging from 

very strongly disagree (1) to agree very much (7). 
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Table 1 Research Indicator 

No STATEMENT 

a Interactive use of budgets 

 1. Enable discussion in meetings of superiors and team members 

 2. Enable continual challenges that affect the underlying data, assumptions and action plans 

of your team 
 3. Provide a common view of your team 
 4. Tie your team together 
 5. Enable your team to focus on common issues 
 6. Enable your team to focus on critical success factors 

 7. Develop a common vocabulary in your team 

b Diagnostic use of budgets 

 1. Track your team's progress to wards goals 

 2. Monitor your team's results 

 3. Compare your team's outcomes to expectations 

 4. Review your team's key measures 

c Perceived collective efficacy 

 1. I feel confident about the capability of my team to perform the tasks very well 

 2. My team can solve difficult tasks if we invest the necessary effort 

 3. I feel confident that my team will be able to manage unexpected troubles effectively 

 4. My team is competent in solving the task 

d Team effectiveness 

 1. Accuracy of work performed 

 2. Quantity of work performed 

 3. Quality of work performed 

 4. Operating efficiency 

 5. Client satisfaction 

 6. Timelines in meeting delivery schedules 

 

This study uses the Measurement model assessment (MMA) instrument test 

or measurement model evaluation to evaluate the relationship between 

variables/contracts with indicators or items. MMA is divided into two parts, 

namely convergent validity and discriminant validity. Convergent validity can be 

evaluated through four sections: outer loading, Cronbach's alpha, composite 

reliability and average variance extracted (AVE). In contrast, discriminant 

validity uses the Foenell-Laecker criterion cross-loading model and HTMT. 
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RESULTS AND DISCUSSION 

Respondent Profile 

Table 2 Respondent Profile 

Demographics Category 
Number of 

people) 
(%) 

Gender 
Man 3 17.65 

Woman 14 82.35 

Amount 17 100.00 

Age 

20-30 0 0.00 

31 – 40 4 23.53 

41 -50 4 23.53 

>50 9 52.94 

Amount 17 100.00 

Education 

Diploma 0 0.0 

S1 0 0.0 

S2 12 70.6 

S3 5 29.4 

Amount 17 100.0 

 

Table 2 shows that the heads of study programs at Bung Hatta University 

are dominated by female respondents, namely 14 people (82.35%), and the rest 

are male respondents, three people (17.65%). 

The profile of the next respondent is distinguished by age; where based on 

the age category of the heads of study programs at Bung Hatta University the 

most were aged> 50 years, as many as nine people (52.94%), followed by ages 

31 to 40 and 41 to 50, each of which was four people (23.53%) ). 

The profile of the last respondent was distinguished by education level; the 

respondent's education level was dominated by a Masters's degree with 12 people 

(70.6%), followed by Doctoral education with five people (29.4%). Meanwhile, 

no one respondent answered belonging to Diploma and S1 education. 

 

Measurement Model Assessment 

Convergent Validity 

Table 3 Convergent Validity 

Construct items 
Outer 

loading 

composite 

reliability 

(rho_a) 

composite 

reliability 

(rho_c) 

Cronbach 

Alpha 

Average 

Variance 

Extracted 

Diagnostic 

Use of 

Budgets 

DIAG1 0.920 

0.943 0.955 0.938 0.843 
DIAG2 0.946 

DIAG3 0893 

DIAG4 0913 

Team 

Effectiveness 

FECT1 0941 

0.949 0.955 0941 0.810 

FECT3 0912 

FECT4 0893 

FECT5 0.934 

FECT6 0.816 

Interactive use 

of Budgets 

INT1 0.907 

0.974 0978 0.973 0.883 

INT3 0.907 

INT4 0978 

INT5 0937 

INT6 0962 

INT7 0.946 

KMP1 0.819 0.904 0.932 0.902 0.774 
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Perceived 

Collective 

Efficacy 

KMP2 0.903 

KMP3 0.899 

KMP4 0897 

 

Based on Table 3, the variable Budget diagnostic is said to be valid because 

it has an outer loading > 0.7. Then all question items on the interactive Budget, 

perceived benefits and team effectiveness can also be declared valid because they 

have an auter loading value of > 0.7. Furthermore, all variables have a Cronbach 

alpha greater than 0.7, and the composite reliability value is greater than 0.7. This 

means the variable diagnostic Budget, interactive Budget, perceived benefits, and 

team effectiveness are reliable.  

While the AVE value for all variables was greater than 0.5, it can be 

interpreted that all variables have met the requirements. 

 

Disciminant Validity 

Table 4 Discriminant Validity 

 diagnostic use 

of Budget 

team 

effectiveness 

Interactive use 

of Budget 

perceived 

collective 

efficacy 

DIAG1 0.920 0.884 0.815 0.808 

DIAG2 0.946 0.833 0.725 0.761 

DIAG3 0893 0.704 0.576 0.751 

DIAG4 0913 0.694 0.450 0.733 

FECT1 0.852 0941 0.701 0.825 

FECT3 0.857 0912 0.719 0.827 

FECT4 0.759 0893 0.449 0.809 

FECT5 0.692 0.934 0.462 0.812 

FECT6 0.654 0.816 0.486 0.610 

INT1 0.661 0.580 0.907 0.572 

INT3 0.623 0.561 0.907 0.515 

INT4 0.682 0.602 0978 0.518 

INT5 0.671 0.592 0937 0.473 

INT6 0.729 0.638 0962 0.477 

INT7 0.628 0.601 0.946 0.487 

KMP1 0.710 0.807 0.444 0.819 

KMP2 0.706 0.665 0.415 0.903 

KMP3 0.789 0.789 0.509 0.899 

KMP4 0.718 0.784 0.524 0.897 

 

Based on the table above, it can be seen that the correlation coefficient value 

of the diagnostic use of budget variable with the diagnostic use of the Budget 

itself is, on average, at > 0.893. The value of this correlation coefficient is higher 

when compared to the correlation of other variables. Furthermore, the team 

effectiveness variable and the team effectiveness are, on average,> 0.816. The 

correlation coefficient value is higher when compared to the correlation of other 

variables. Then on the interactive Budget variable with the interactive Budget 

variable, the average is at a number > 0.907. The value of this correlation 

coefficient is higher when compared to the correlation of other variables. And 

finally, the variable perceived collective efficacy with the perceived collective 

efficacy itself is, on average, at > 8.19. The correlation coefficient value is higher 

when compared to the correlation of other variables. Thus, all variables have 

fulfilled the rule of thumb of the required Fornell Larcker Criteria value.  
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R square 

Table 5 R Square 
Variable   R-square Information 

FECT 0.817 Strong 

KMP 0.699 Currently 

  

From the table above, it can be seen that the R square value of the perceived 

collective efficacy variable is 0.699, which means that the magnitude of the 

influence of perceived collective efficacy on team effectiveness is 69.9% 

(moderate). 

 

Regression Result 

Table 6 Regression Results 

 Original 

sample (O) 

Sample 

mean (M) 

Standard 

deviation 

(STDEV) 

T statistics 

(|O/STDEV) 
P values 

DIAG -> KMP -

> FECT 
0.483 0.367 0.267 1,808 0.071 

INT -> KMP -> 

FECT 
-0.054 0.058 0.234 0.231 0.817 

Note : *,** And *** indicate significant at 10%, 5% and 1% 

 

Based on the discussion of the results above, it can be concluded that using 

the diagnostic Budget does not have a positive relationship with the perceived 

collective benefits of team effectiveness because it has a P value > 0.05. The next 

hypothesis is that interactive budgeting does not have a positive relationship with 

the perceived collective benefits of team effectiveness because it also has a P 

value > 0.05. 

 

Structural Model Assessment 

 

 
 

Figure 1 Structural Model Assessment 
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Table 4.5 Hypothesis Testing Results 

      

  

Original 

Sample (O) 
T Statistics P Values Conclusion 

DIAG -> 

FECT 

diagnostic use of 

Budget -> team 

effectiveness 

0.329 1009 0.313 Rejected 

DIAG -> 

KMP 

diagnostic use of 

Budget -> 

perceived collective 

efficacy 

0.905 2,245 0.025 Accepted 

INTs -> 

FECTs 

Interactive use of 

Budget -> team 

effectiveness 

0.112 0.336 0.737 Rejected 

INT -> 

KMP 

Interactive use of 

Budget -> 

perceived collective 

efficacy 

-0.101 0.268 0.789 Rejected 

KMP -> 

FECT 

perceived collective 

efficacy -> team 

effectiveness 

0.534 2,763 0.006 Accepted 

 

From the table above, it can be explained that the effect of Diagnostic use 

of Budget on perceived collective efficacy has an original sample value of 0.905, 

a T statistic of 2.245 (greater than 1.96) and a P value of 0.025 (smaller than 0.05) 

so that it can be interpreted that diagnostic use of Budget has a positive effect on 

perceived collective efficacy. This finding means that the better the diagnostic 

Budget applied to the Bung Hatta University study program, the greater the 

perceived collective benefits. 

The effect of perceived collective efficacy on team effectiveness has an 

original sample value of 0.534, a T statistic of 3.763 and a P value of 0.006, so it 

can be interpreted that perceived collective efficacy has a positive effect on team 

effectiveness. This finding means that the more collective benefits felt in the Bung 

Hatta University study program, the better the perceived team effectiveness. 

Whereas for the effect of diagnostic use of Budget on team effectiveness, 

Interactive use of Budget on team effectiveness and interactive use of Budget on 

perceived collective efficacy do not influence each other because they have a 

small T statistic value of 1.96 and a large P value of 0. 05.  

 

CONCLUSION 

A company can run well when internal processes are running well. The 

effectiveness of a team in a company can be an indicator of an organization's 

effectiveness. Based on the study's results, it was found that (1) the effect of using 

the Budget is diagnostic of perceived collective efficacy and (2) the relationship 

between perceived collective efficacy and team effectiveness. 

As a next step, the results of this research can be used as a reference for 

organizations to set budgets appropriately. As well as expanding the study in some 

particular ways, further analysis can investigate the impact of using budgets 

interactively. In addition, this research focuses on the team in the study program 

at Bung Hatta University. 
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ABSTRACT 

 

The purpose of this essay is to assess the impact of capabilities and work habits 

on UKM's values. This study is a type of quantitative research, and the 

information from the respondent, a student at UKM in Kota Serang, was obtained 

online using a Google Formula and data from a primary data. Structural 

Equation Modeling (SEM) using Partial Least Square (PLS) Path Modeling and 

Analysis Tool SmartPLS 3.0 are the analysis methods that are used. This report's 

findings are 1) Innovation capability affects work performance, financial 

performance, and operational performance. 2) Information Technology 

Capability affects Work Performance, Financial Performance, and Operational 

Performance. 3) Market Competition Capability Affects Job Performance, 

Financial Performance, and Operational Performance. 4) Job performance 

affects the value of SME's. 5) Financial Performance influence the Value of 

SME's. 6) Operational Performance affects the value of SME's. 

Keywords: Innovation Capability, Information Technology Capability, Market 

Competition Capability, Work Performance, Financial Performance, 

Operational Performance, and SME's Value. 

 

INTRODUCTION 

Due to the Covid-19 pandemic, it is increasingly difficult for people to get 

jobs. As a result, more and more people are creating small, medium and large 

businesses. As a result, there are many types of businesses today, especially at the 

Micro, Small and Medium Enterprises (MSMEs) level. Micro, Small and 

Medium Enterprises (MSMEs) are the main group of companies in the Indonesian 

economy and one of the ways for the community to be creative with their regional 

products so that they can be recognized and provide business opportunities for 

the community. 

MSMEsis productive human behavior or business that meets the criteria of 

micro behavior. Small business is a productive activity that has its own identity 

and is carried out by individuals or organizations within the business; not a 

descendant of a larger or more established business that meets the requirements 

for a small business. Medium-sized business is a productive economic enterprise 

that stands alone, which is carried out by individuals or business entities that are 

not subsidiaries or branches that are owned, controlled, or become a part, either 

directly or indirectly, with small businesses or large businesses with total net 

assets or proceeds from sales. years (Law No. 20 of 2008). 

In fact, even though MSMEs make quite a positive contribution to the 

national economy, they still face a number of very basic problems. According to 

Adiningsih (2001), MSMEs continue to lack adequate business management 

skills, access to financial institutions, especially banks, and high-quality human 

resources (HR). MSMEs have difficulty getting information to market their 

products (Sharif, 2008). Studying the characteristics and problems experienced 
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by MSMEs is very important in efforts to encourage the growth of small 

businesses (Winarni, 2006). 

Many tactics are needed by business actors to be able to survive and 

compete with the fundamental problems of MSMEs in order to improve business 

performance in various ways, but the majority will answer with one word, namely 

innovation. Business actors must be able to manage their operations effectively 

in order to survive and compete with other business actors. Business actors are 

required to be inventive in creating their products through MSME business 

activities. New entrepreneurs appear every day with new items and improvements 

to their products. Innovation is a company's effort to create, produce, and promote 

new goods for the market by using technology and information (Freeman, 2004). 

Innovation watches consumers identify and satisfy their needs with new 

offerings. Every company must constantly invent products to maintain a 

competitive advantage in an environment of rapid technological change and 

intense competition. Every business need to regularly get creative with the things 

they market in order to have a competitive advantage. Product innovation can 

affect competitive advantage when new ideas are developed from existing ideas 

that are owned or obtained from third parties (Buchari, 2004:18). 

Business actors need technology to advance their businesses, apart from 

innovating as a way to improve the performance of MSMEs. The capacity to 

apply original thinking to current issues and opportunities to improve people's 

lives is called innovation. MSME actors can innovate in this situation by creating 

or improving MSME marketing through information technology (IT). It is 

proposed to conceptualize IT capabilities, improve inter-company governance 

through IT, and improve marketing performance through IT. To enhance the 

company's ability to manage relationships more effectively through joint control, 

inter-company coordination, cross-company formalization, and hybrid 

centralization, partner companies have separated RBV and TCE, IT resources, 

related human resources, and IT integration. Better upstream and downstream 

marketing performance on the host site is a result of this advantage. In addition, 

IT capabilities help minimize contextual hazards and constraints (Zhao, S., and 

Priporas, 2017). 

Adoption of technology in the MSME role strategy will help improve 

MSME performance, enable MSME marketing to reach a wider audience and 

compete in the global MSME market. Businesses that participate in the bidding 

process in a wider, more competitive geographic area can bid at a lower price than 

businesses that only operate locally. They are more competitive because they 

operate in a larger market, according to a natural experiment conducted on this 

(Arai, K., 2022). This claim is supported by research showing a favorable 

relationship between innovative success and measures of absorptive capacity, 

including formal and creative training. Besides that, 

In addition to the innovation capability strategy, information technology 

and market competition, work performance, financial performance and 

operational performance are also important in efforts to improve MSME 

performance. Performance is characterized as individual accomplishments in 

achieving strategic goals from four angles: financial, customer, process, and 

learning and growth. In connection with this, it can be said that performance is 

the end result of individual or group efforts coordinated with management 

decisions to achieve a goal successfully and efficiently (Effendi et al., 2013). By 

using indicators based on several company performance metrics that are often 

used by various studies, one can assess the performance of an organization. The 
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first indicator is based on a financial perspective, what is the company's control 

structure and costs like, because good financial management is a prerequisite for 

stable finances. The second indication relates to the ability of MSMEs to interact 

with customers who are users of the goods we sell. As businesses, it is our 

responsibility to generate ongoing customer loyalty for what we offer—both the 

newest and the oldest. The following actions are connected to the company's 

current strategy. Business actors must decide which action or approach is right to 

take so that operations produce the expected profit (Saraswati and Widiartanto, 

2016).  

According to the findings of Saraswati and Widiartanto's study, In addition, 

operational performance is a measure of the success of a business in its production 

operations and affects the performance of MSMEs. Operational performance can 

be thought of as a branch of management that focuses on creating goods and 

services and using specific methods and tools to solve production-related 

problems. According to the standard of success in achieving company goals, 

operational performance is an offer resulting from the transformation of inputs 

into outputs (results) (Deinadzar, 2019). Productivity, product quality, and timely 

delivery to customers are all ways to measure operational performance 

(Terziovski and Sammson, 1999). 

Thus, this study examines the existence of involvement that arises as a 

consequence of a new policy due to a pandemic that makes MSME actors create 

strategic steps to improve their performance, namely by increasing innovation 

capabilities, information technology capabilities, market competition capabilities, 

job performance, financial performance, performance operations, and the value 

of SMEs. In this study there are implications that market competition capabilities, 

job performance, and operational performance are the determining factors for the 

value of MSMEs which make this research new and different. 

 

LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT 

Literature Review 

Resource-Based Review Theory 

The Resource-Based View serves as a guiding principle of research as it 

addresses strategic concerns about how a company can perform better than its 

competitors while also maintaining its high levels of performance (Sustainable 

Superior Performance). Business management or a tool called Resource Based 

View (RBV) is used to identify strategic resources that can be accessed by 

companies. The basic principle of RBV is that a company's competitive advantage 

comes primarily from the effective use of its valuable resources. Resource Based 

View is a theoretical idea obtained from research by economists around the world, 

and it is estimated that this theory can help create competitive advantage for 

businesses (Kuncoro, 2005). 

A business management strategy based on Resource Based View (RBV) is 

one that can be used by organizations to overcome various opportunities and 

difficulties. Companies can use diverse resources to create a sustainable 

competitive advantage by using Resources Based View (RBV). The resource-

based perspective encourages and highlights the importance of internal resources 

in gaining long-term competitive advantage. According to this viewpoint, the 

ability of a leader (manager) to create an organization and retain resources that 

are valuable, difficult to imitate, and difficult to replace determines how well a 

company performs (Barney, 1991). 
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The concept of Resource Based View (RBV) claims that a company's ability 

to generate above-average profits largely depends on the characteristics of the 

company. This business strategy focuses on creating or acquiring significant 

assets and skills that are difficult or impossible for competitors to imitate. 

According to the RBV point of view, a company can gain and maintain a 

competitive advantage by using significantly more of its own resources than the 

industry structure. This method sees the company as a collection of resources and 

skills. Because every business has unique experiences, resources, and capabilities 

and culture, no two businesses are the same. Company assets and competencies 

will determine how efficiently and effectively each project is completed. This 

strategy assumes that certain critical resources will give the business a long-term 

competitive advantage. However, a company will be successful if it has the best 

and most suitable resources for its operations and planning. 

 

Innovation Capability 

Innovation is creativity turned into usable ideas that add value to the 

resources we already have. According to Scarborough and Cornwall (2016), 

innovation is the capacity to apply original thinking to problems and opportunities 

to improve or improve human life. Innovation is the introduction of a new product 

or process that becomes a physical representation of the information put into it. 

When creating new goods, procedures and services, their original form is 

important (Luecke and Katz, 2003). According to the research mentioned above, 

innovation is the capacity of an organization to achieve competitive advantage 

through the creation, development, and commercialization of new ideas for 

goods, services, operational procedures, or management techniques. 

 

Information Technology Capability 

The ability of computer systems, collections of computers, and related 

technologies within organizations to store, process, and transmit information is 

known as information technology (IT) capabilities (Nakata et al., 2008). 

According to Zhang et al. (2008), an organization's information technology 

capability is its capacity to mobilize and deploy information-based technology 

resources in addition to or together with other resources and skills. 

 

Market Competition Capability 

Companies that create goods or services can gain a sustainable competitive 

advantage through market competition. One of the fundamental plans used to set 

up a business as a whole can be seen as a marketing strategy. MSMEs must have 

a marketing strategy to overcome competition between MSMEs due to the 

increasingly tight competition faced by MSMEs and these conditions. It deals 

with competitive advantage, where the term refers to a company's capacity to 

generate higher revenues than competitors in the same market can generate. 

Businesses with a competitive advantage are always able to understand changing 

market structures and make wise marketing decisions. The basic strategy chosen 

by each organization will be based on an analysis of the business environment to 

identify opportunities and dangers. According to Porter's research, there are a 

number of strategies for gaining competitive advantage, including providing 

goods or services at the lowest possible cost (cost leadership), differentiating the 

product or service from competitors (differentiation), or concentrating on a 

particular market area (Porter, 1986). 
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Job Performance 

According to Anwar Prabu Mangkunegara (2015), performance is defined 

as "Work results in quality and quantity achieved by an employee in carrying out 

tasks in accordance with the responsibilities assigned to him." According to Rafiq 

(2019) Performance determines how much contribution they make to the 

organization. The focus of initiatives to improve organizational performance is 

the recovery of both individual and group performance. 

 

Financial performance 

Every company strives to measure and evaluate each success that generates 

profits so that they can identify growth opportunities and potential for future 

development. This is known as financial performance. An organization can be 

considered successful if it meets the standards and goals that have been set. The 

ability of a company or organization to generate profits is measured, among 

others, by its financial performance (Sucipto, 2003). 

 

Operational Performance 

In terms of cost, customer service, delivery of goods to customers, quality, 

flexibility, and process quality of products or services, operational performance 

can be interpreted as process suitability and evaluation of the performance of the 

company's internal operations against conditions or fulfillment of requirements 

(Brah and Lim, 2006). Operational performance and company performance are 

two different things. Operational performance is a measure of how well processes 

involving the flow and locking of commodities, from the supply of raw materials 

to the final goods in the hands of end users, are carried out. The scope of company 

performance is larger and is often assessed using profitability performance 

indicators, such as net profit margin and return on assets (rate of return on assets) 

(Zahra and George, 2000). 

 

MSME value 

The price at which a company can be sold with a price agreement that will 

be borne by the buyer is the value of the company. The value of the company will 

increase due to high stock prices, and investors will enjoy greater prosperity 

(Franita, 2016). The price investors are willing to pay for a company is reflected 

in the company's value, which is often calculated as the ratio of price to book 

value. The stock market price reflects the price investors are willing to pay 

(Nurainun and Sinta, 2009). From this research it can be concluded that SMEs 

are worth what they can sell at a price agreed by the buyer. 

 

Hypothesis Development 

Effect of Innovation Capability on Job Performance 

Innovation Capability has an impact on job performance. So it must be done 

to increase the responsiveness of organizational leaders, work strategies, 

organizational support, and team adaptation which are the keys to harvesting 

dynamic capabilities for better competition, even when the environment changes 

on a global scale (Kamning, DL, 2021). Participating in R&D alliances does not 

significantly benefit Colombian SMEs. Rather, it appears that their performance 

is influenced by internal innovation initiatives focused on product development. 

In addition, the findings show that imitators achieve performance levels that are 

almost on par with innovators (Restrepo Morales, JA, et al. 2019). The 

performance of agricultural companies in underdeveloped value chains can be 
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enhanced by transaction, management and development capacities (Leo, R. M., 

et al 2022). According to the research findings, innovation capability efforts and 

work performance have a positive impact on the value of MSMEs. Therefore, the 

hypothesis developed in this study is: 

H1: Innovation Capability has a positive and significant effect on Job 

Performance. 

 

The Effect of Innovation Capability on Financial Performance 

It has been found that CSRA significantly affects the company's financial 

performance. In addition, it has been shown that CA and innovation play a key 

role as mediators between CSRA and FP (Zahid, M., et al., 2021). Low-cost 

strategy and business performance have a strong positive relationship. It was 

found that competitive strategy has the most substantial impact on firm 

performance. The results show that there is no relationship between low-cost 

tactics and restaurant company success which is moderated by the level of 

competition (Kankam-Kwarteng, 2019). Consequently, the following are the 

research hypotheses: 

H2: Innovation Capability has a positive and significant effect on Financial 

Performance 

 

Effect of Innovation Capability on Operational Performance 

SEM analysis reveals that a firm's dynamic capabilities significantly impact 

open innovation performance and that open innovation, consequently, impacts 

firm competitive performance. In addition, the results show that the path between 

dynamic capabilities and competitive firm performance is partly mediated 

through open innovation (Pundziene, A., et al 2022). The existence of a budget 

gap IS information quality, process innovation, and product innovation are all 

significantly related to ICC, whereby high-quality information and low levels of 

budgetary gaps are key factors supporting perceived capacity for innovation to 

positively influence ICC, which in turn improves organizational performance. 

(Su, MF., et al 2018). Empirical analysis shows that R&D spending has a positive 

and significant effect on the performance of companies with higher sales (high 

growth or large companies). There is evidence that the introduction of new 

products or services boosts performance for companies with low growth or 

smaller size (Matekenya, W. and Moyo, C., 2022). Therefore, the hypothesis 

developed in this study is: 

H3: Innovation Capability has a positive and significant effect on 

Operational Performance 

 

Effect of Information Technology Capability on Job Performance 

There is a positive relationship between ICT and industry 4.0 technologies 

in terms of technology intensity and clusters (Web-based ICT, Management and 

Manufacturing: Operations, Customization, and Data processing 4.0), and how 

technology influences knowledge related performance in terms of products and 

processes, job learning, product-related services, and customer engagement 

(Bettiol, M., et al 2022). There is a positive relationship between technological 

ability, learning ability, and SME performance. Likewise, relational ability is 

significantly and positively related to learning ability of SMEs. However, 

relational ability is negatively related to SME performance, while technological 

ability is also negatively related to learning ability. Furthermore, learning ability 

mediates the negative relationship between relational ability and SME 
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performance into a significant positive relationship while not mediating the 

relationship between technological ability and performance (Salisu, Y. and Abu 

Bakar, LJ, 2020). Therefore, the hypothesis developed in this study is: 

H4: Information Technology Capability has a positive and significant effect 

on Job Performance. 

 

Effect of Information Technology Capability on Financial Performance 

The feasibility of an ICT-supported iIMO framework exists, its positive 

effect on SME organizational performance, and demonstrates ample empirical 

evidence for the proficiency of the iIMO concept and its suitability for 

operationalization by SMEs (Kazakov, S., et al 2021). The author formulates a 

new definition of industry 4.0 which emphasizes the role of the human factor. The 

author identifies the driving forces (efficiency with speed or information flow or 

precision) and barriers (technology compatibility, human fear, and lack of digital 

skills) in terms of industry 4.0 implementation and develops DIGI-TECH 

performance management dimensions (Obermayer, N., et al 2022).  Therefore, 

the hypothesis developed in this study is: 

H5: Information Technology Capability has a positive and significant effect 

on Financial Performance. 

 

Effect of Information Technology Capability on Operational Performance 

There is little understanding of digital transformation associated with 

managerial work. However, there are two clear patterns of adoption of digital 

tools for managerial work: (1) workflow and workforce management and (2) 

workflow and team management. The understanding of digital transformation and 

operative work focuses on either (2) the combination of organizations and 

changing the way people work, or (1) the operational work organization. The use 

of digital technology in operational work increasingly emphasizes the importance 

of the digital skills of operational personnel (Kraft, C., et al. 2022). IT has a direct 

beneficial impact on operational effectiveness (OE) in ports and a beneficial 

indirect impact through organizational culture (OC). There was no statistically 

significant effect of OC as a mediator. According to the findings of this 

investigation, there is a relationship between operational effectiveness and 

information technology (Adebere, S., et al., 2021). Consequently, the following 

are the research hypotheses: 

H6: Information Technology Capability has a positive and significant effect 

on Operational Performance. 

 

Effect of Market Competition Capability on Job Performance 

Marketing capabilities moderate the relationship between CSR and 

consumer responses in the telecommunications industry (Kankam-Kwarteng et al 

2022). Testing the scale of measurement of entrepreneurial orientation produces 

interesting results in this application in the retail supermarket industry. The results 

of the exploratory factor analysis show that the scale with three dimensions is 

important. Through the dimensions of innovation, proactivity and decision 

making used by management companies in their efforts to study and manage 

markets, develop products and services, and offer lower prices, the relationship 

between entrepreneurial orientation and marketing ability (H1) is risk positive. 

Good. Market research, market management, new product creation, and pricing 

are the four aspects of the marketing capability scale that have been shown to be 

important by exploratory factor analysis and confirmation factor analysis. 
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Comparison of these results with Reis Neto et al (2013) reveals differences, 

although the results, which were achieved using structural equation modeling, 

also have four factors, namely the promotion dimension is the most significant 

and absorbs other variables. Despite these differences, confirmatory factor 

analysis and structural equation modeling show that this construct satisfies the 

minimum conditions for adequacy, where (H2), formulated to test the relationship 

between the marketing capability constructs, is confirmed. The final construct 

analyzed in this study is business performance, originally suggested by Gonzalez-

Benito et al. (2009), and also used by Reis Neto et al. (2013a). they use the 

dimensions of profitability, market value, and market response. In this study after 

exploratory factor analysis, confirmatory factor analysis and structural equation 

modeling, the results are identical to those of the authors, where (H3), formulated 

with the aim of testing the relationship between the entrepreneurial orientation 

construct and business performance, is confirmed, and although not the strongest 

of the relationship postulated in the three hypotheses, but the significance is lower 

(Luiz dos Santos, I and Vieira Marinho, S., 2018).  

Therefore, the hypothesis developed in this study is: confirmatory factor 

analysis and structural equation modeling, the results are identical with the 

author's results, where (H3), formulated with the aim of testing the relationship 

between the entrepreneurial orientation construct and business performance, 

confirmed, and although not the strongest of the relationships postulated in the 

three hypotheses, but the significance is lower (Luiz dos Santos, I and Vieira 

Marinho, S., 2018). Therefore, the hypothesis developed in this study is: 

confirmatory factor analysis and structural equation modeling, the results are 

identical with the author's results, where (H3), formulated with the aim of testing 

the relationship between the entrepreneurial orientation construct and business 

performance, confirmed, and although not the strongest of the relationships 

postulated in the three hypotheses, but the significance is lower (Luiz dos Santos, 

I and Vieira Marinho, S., 2018). Therefore, the hypothesis developed in this study 

is: I and Vieira Marinho, S., 2018). Therefore, the hypothesis developed in this 

study is: I and Vieira Marinho, S., 2018). Therefore, the hypothesis developed in 

this study is: 

H7: Market Competition Capability has a positive and significant effect on 

Job Performance. 

 

Effect of Market Competition Capability on Financial Performance 

Marketing control mechanisms have a significant impact on business 

results, demonstrating a link between formal controls and market outcomes and 

an association between informal controls and financial results. Likewise, the 

authors were able to prove that there is a relationship between formal and informal 

control (Espinosa Saez, D., et al 2022). In line with structural equation modeling 

(SEM) reveals a significant relationship between a company's CSR spending and 

its reputation, but there is no relationship between CR and performance. When 

CR increases, the company's performance may not improve. Competitive 

Intensity (CI) has no statistically significant role in the CR-FP relationship for 

performance. The results show that well-known companies perform well despite 

high competition in an industry. High reputation is effective in increasing 

performance regardless of competition. CI has a positive impact on the 

reputation-performance relationship. Advertising intensity (AI) plays a 

significant moderator role in CSR intensity and CR relationship (Bashir, M., 
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2022). The mixed effect of information technology, international marketing, and 

export operations capabilities on third-party e-commerce strategic and financial 

crises reduces the effect of exporters' information technology capabilities on their 

e-commerce financial performance (Cassi, F. and Magno, F., 2022) . Therefore, 

the hypothesis developed in this study is: 

H8: Market Competition Capability has a positive and significant effect on 

Financial Performance. 

 

Effect of Market Competition Capability on Operational Performance 

IOI has positively influenced the success of the ESME international market. 

The authors further find that both cross-cultural competence and digital alliance 

capabilities moderate the relationship between IOI and international market 

success (Zahoor, N., et al 2022). The results show that market competition and 

bank capital efficiency have a positive impact on banking performance, while the 

efficiency of bank loans and non-performing loans has a negative relationship 

with the performance of the banking sector in G20 countries. These results 

provide guidance to regulators that they must formulate effective policies related 

to the practice of lending and non-performing loans that can improve the 

performance of the banking sector worldwide (Zhao, Y., et al 2021). Therefore, 

the hypothesis developed in this study is: 

H9: Market Competition Capability has a positive and significant effect on 

Operational Performance. 

 

Effect of Job Performance on MSME Value 

There is a significant effect of various determinants on the company's 

export performance. The findings of this study have significant scientific 

contributions and implications for understanding effective internal and external 

export drivers and mediators in improving SME export performance and market 

development (Safari, A. and Saleh, AS, 2020). The first study found a substantial 

impact of entrepreneurial orientation on the corporate strategy of SMEs in East 

Java engaged in the production of Indonesian specialties. Managers at SMEs have 

an entrepreneurial mindset when it comes to the production of an Indonesian 

delicacy company in East Java. Third, our research finds that the moderating 

factor is not government policy. Besides that, business strategy significantly 

influences how well the performance of SMEs in East Java that produce 

Indonesian specialties. Last but not least, corporate strategy and environmental 

dynamics have a major impact on how well the South Sulawesi manufacturing 

sector performs (Hutahayan, 2019). The following is the research hypothesis: 

H10: Work performance has a positive and significant effect on the value of 

UMKM. 

 

Effect of Financial Performance on MSME Value 

The financial performance shown in business reports is the ability to work 

in the financial sector shown by financial companies (Susianti, 2018). Financial 

performance is a description of the financial situation which, when studied using 

certain analytical tools, is described as job satisfaction over a certain period of 

time. It also includes indicators of inadequate management for decision making 

(Fenty, 2017).  

If financial performance can boost sales, it will be considered successful. 

Improved financial performance helps Small and Medium Enterprises (SMEs) by 

improving their financial health, which is a requirement for business development 
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and growth (Ismanto, 2016). Ratio analysis is a practice that can be carried out 

by businesses when evaluating the performance of financial institutions (A. 

Supriadi, 2021). The existence of analytical instruments in the form of financial 

ratio analysis makes it possible to describe the interrelationships between 

components of financial statements. In a study of Antik Curtain MSMEs, it was 

found that the business efficiency was high when viewed from its financial 

statistics. The solvency and profitability ratios show this. However, the company's 

liquidity ratio is less effective. As a result, businesses refrain from taking out 

loans. Riskier is the company's alleged debt (Aut, 2020). Consequently, the 

following are the research hypotheses: 

H11: Financial Performance has a positive and significant effect on MSME 

Value. 

 

Effect of Operational Performance on MSME Value 

Operations include product cost per unit, process quality, product quality, 

capacity to handle fluctuations in demand and consumer preferences, on-time 

delivery, and capacity to produce before deadlines (Leong et al. 1990). Functional 

capabilities Mediate the relationship between cooperative supply chain and 

operational effectiveness to some extent. These findings provide important 

suggestions to managers on how to improve their interactions with suppliers to 

continuously improve operational capabilities (Domenek, AC, et al., 2022). 

Consequently, the following are the research hypotheses: 

H12.Operational Performance has a positive and significant effect on MSME 

Value. 

 

Thus, this frame of mind is used by researchers to determine whether there 

is an influence of innovation capability, information technology capability, and 

market competition capability on work performance, financial performance, and 

operational performance as determining factors for improving MSME 

performance, namely as follows: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Developed by Researchers, 2022 

Figure 1 Research Framework 
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RESEARCH METHODS 

This study was created to investigate and show how the value of SMEs is 

influenced by elements related to innovation capabilities, information technology 

capabilities, market competition capabilities, job performance, financial 

performance, and operational performance. By testing the hypothesis, this study 

uses a type of quantitative research. 

 

Population And Sample 

MSME actors in Serang City are the population used in this study. 

Purposive sampling was used to take samples, with withdrawals selected by 

researchers, including (1) MSME actors have at least graduated from high school, 

at this age the actors are already able to make good and correct decisions, (2) The 

age of the business has been running for at least 1 Year, (3) Having a business 

plan by implementing new product or service innovations, (4) Having a minimum 

number of employees of 3 people. 

 

Measurement 

In accordance with the identification of the problem to be studied and the 

model developed, the operational variables used are as follows: 

Table 1 Operational Variables 
No Variable Indicator Scale 

1 Innovation 

Capability 

1. Product innovation Ordinal 

2. Process Innovation 

3. Source of Innovation 

pious. M (2008) 

2 Information 

Technology 

Capability 

1. Tech Knowledge Ordinal 

2. Technology Operations 

3. Infrastructure 

Turulja & Bagjoric (2016) 

3 Market Competition 

Capability 

1. Competitive Prices Ordinal 

2. Product Quality 

3. Flexibility 

Porters (2013) 

4 Job Performance 1. Quality of Work Ordinal 

2. Quantity 

3. Punctuality 

4. Effectiveness 

5. Independence 

Robbins (2016:260) 

5 Financial 

performance 

1. Capital Adequacy Ordinal 

2. Liquidity 

3. Profitability 

Friday (2006:239) 

6 Operational 

Performance 

1. Financial performance Ordinal 

2. Sales Performance 

3. Customer Satisfaction 

Sutrisno (2019) 

7 MSME value 1. Sales per year Ordinal 

2. Profit per year 

3. Net assets 

4. Number of workers 

Mamba et al (2012) 

Source:Data processed by Researchers, 2022 
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RESEARCH RESULTS AND DISCUSSION 

The minimum, maximum, average (mean), and standard deviation values 

of each research variable are used in descriptive statistical analysis to provide a 

summary or interpretation of a set of data. The minimum, maximum, average, and 

standard deviation values of the variables used in the descriptive analysis of this 

study consist of Innovation Capability (KI), Information Technology Capability 

(KTI), Market Competition Capability (KPP), Job Performance (KP) , Financial 

Performance (KK), Operational Performance (KO), and MSME Value (NU) 

which will be tested descriptively. This study conducted a survey on SMEs in 

Serang City. The selection of the UMKM sample in Serang City was carried out 

because the MSME population in Serang City consisted of 10,957 UMKM. This 

study uses a minimum sampling value according to Hair et al (2010), which is 5 

to 10 times the indicator with previously applied criteria. The data that was 

successfully collected in this study obtained 110 questionnaires which were 

distributed to MSME actors, 99 questionnaires were returned and 11 did not 

return. The questionnaire contains 24 questions and data processing uses 

SmartPLS. 

 

Table 2 Descriptive Statistical Test Results 
 N Minimum Maximum Means std. Deviation 

KI1 99 1 5 3.78 1,439 

KI2 99 1 5 3.78 1,425 

KI3 99 1 5 3.66 1,449 

KTI1 99 1 5 3.71 1,443 

KTI2 99 1 5 3.72 1,469 

KTI3 99 1 5 3.81 1,410 

KPP1 99 1 5 3.69 1,473 

KPP2 99 1 5 3.69 1,521 

KPP3 99 1 5 3.70 1,437 

KP1 99 1 5 3.75 1,491 

KP2 99 1 5 3.85 1,470 

KP3 99 1 5 3.80 1,440 

KP4 99 1 5 3.77 1,474 

KP5 99 1 5 3.69 1,425 

KK1 99 1 5 3.70 1,423 

KK2 99 1 5 3.71 1,415 

KK3 99 1 5 3.78 1,423 

KO1 99 1 5 3.67 1,490 

KO2 99 1 5 3.72 1,469 

KO3 99 1 5 3.72 1,476 

NU1 99 1 5 3,62 1,397 

NU2 99 1 5 3.57 1,457 

NU3 99 1 5 3,62 1,474 

NU4 99 1 5 3.66 1,443 

Valid N 

(listwise) 

99     

Source: outputSmartPLS (2023) 

 

Table 2 above it can be seen that the indicators for each construct of KI, 

KTI, KPP, KP, KK, KO, and NU are concentrated because the standard deviation 

value is smaller than the mean value so it is considered that the data is stable or 

can be said to be good. 
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Table 3 Data Quality 
 Average Variance 

Extracted (AVE) 

Information 

Innovation Capability 0.878 Valid 

Information Technology 

Capability 

0.872 Valid 

Market Competition 

Capability 

0.872 Valid 

Job Performance 0.880 Valid 

Financial performance 0.881 Valid 

Operational Performance 0.878 Valid 

MSME value 0.810 Valid 

 Source: outputSmartPLS (2023) 

  

Testing the quality of the data in table 3 above explains that the AVE value 

of the KI construct is 0.878, KTI is 0.872, KPP is 0.872, KP is 0.880, KK is 0.881, 

KO is 0.878, and NU is 0.810, which means the AVE value of the KI, KTI, KPP, 

KP, KK, KO, and NU constructs have a value above 0.5. This means that the 

constructs KI, KTI, KPP, KP, KK, KO, and NU have met good convergent validity 

values so that it can be concluded that each indicator used can represent and 

underlie each of these constructs. 

In addition, based on table 3 above it is known that the KI, KTI, KPP, KP, 

KK, KO, and NU constructs have a composite reliability value above 0.7. So it 

can be concluded that each construct has good or reliable consistency, instrument 

stability, and determination. In other words, this research construct has become a 

fit measuring tool and all the questions used to measure each construct have good 

reliability. 

 

Table 4 Path Coefficients 

 

Original 

Sample 

(O) 

Sample 

Means 

(M) 

Standard 

Deviation 

(STDEV) 

Standard 

Error 

(STERR) 

T-

Statistics 

(|O/STER

R|) 

Ket. 

KI ->KP 0.377 0.380 0.084 0.084 4,482 Accepted 

KI ->KK 0.348 0.359 0.096 0.096 3,621 Accepted 

KI ->KO 0.358 0.358 0.078 0.078 4,601 Accepted 

KTI ->KP 0.398 0.394 0.079 0.079 5036 Accepted 

KTI ->KK 0.491 0.484 0.084 0.084 5,843 Accepted 

KTI ->KO 0.410 0.408 0.080 0.080 5,154 Accepted 

KPP ->KP 0.221 0.221 0.080 0.080 2,774 Accepted 

KPP ->KK 0.137 0.133 0.095 0.095 1,438 Rejected 

KPP ->KO 0.223 0.225 0.083 0.083 2,673 Accepted 

KP -> NU 0.407 0.406 0.082 0.082 4,979 Accepted 

KK -> NU 0.267 0.265 0.082 0.082 3,241 Accepted 

KO -> NU 0.314 0.317 0.088 0.088 3,568 Accepted 

Source:SmartPLS outputs(2023) 

  

In table 4 above it can be seen that the results of data processing using 

SmartPLS show the relationship between KI and KP, which is 0.377 and is 

significant with a T-statistic greater than T-table 4.482 > 1.96). So, it can be 

concluded that the direction of the relationship between KI and KP is positive so 

that H1 which is expected that KI has a positive and significant effect on KP is 

accepted. The relationship between KI and KK is 0.348 and is significant with the 

T-statistic greater than the T-table (3.621 > 1.96). So, it can be concluded that the 
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direction of the relationship between KI and KK is positive so that H2 which is 

expected that KI has a positive and significant effect on KP is accepted. The 

relationship between KI and KO is 0.358 and is significant with a T-statistic 

greater than T-table 4,601 > 1.96). So, it can be concluded that the direction of 

the relationship between KI and KO is positive so that H3 which is expected that 

KI has a positive and significant effect on KO is accepted. 

 The relationship between KTI and KP is 0.398 and it is significant with the 

T-statistic greater than the T-table (5.036 > 1.96). So, it can be concluded that the 

direction of the relationship between KI and KP is positive so that H4 which is 

expected that KTI has a positive and significant effect on KP is accepted. So, it 

can be concluded that the direction of the relationship between KI and KP is 

positive so that H5 which is expected that KTI has a positive and significant effect 

on KK is accepted.  The relationship between KTI and KO is 0.410 and is 

significant with the T-statistic greater than the T-table (5.154 > 1.96). So, it can 

be concluded that the direction of the relationship between KI and KP is positive 

so that H6 which is expected that KTI has a positive and significant effect on KO 

is accepted.  

The relationship between KPP and KP is 0.221 and is significant with a T-

statistic greater than T-table (2.744 > 1.96). So, it can be concluded that the 

direction of the relationship between KI and KP is positive so that H7 which is 

expected that KPP has a positive and significant effect on KP is accepted. The 

relationship between KPP and KK is 0.137 and it is significant with the T-statistic 

greater than the T-table (1.438 > 1.96). So, it can be concluded that the direction 

of the relationship between KPP and KK is negative so that H8 which is expected 

that KPP has no effect on KK is rejected. The relationship between KPP and KO 

is 0.223 and it is significant with a T-statistic greater than T-table (2.673 > 1.96). 

So, it can be concluded that the direction of the relationship between KPP and 

KO is positive so that H9 which is expected that KPP has a positive and 

significant effect on KO is accepted.  

The relationship between KP and NU is 0.407 and it is significant with a T-

statistic greater than T-table (4.979 > 1.96). So, it can be concluded that the 

direction of the relationship between KP and NU is positive so that H10 which is 

expected that KP has a positive and significant effect on NU is accepted. The 

relationship between KK and NU is 0.267 and it is significant with a T-statistic 

greater than T-table (3.241 > 1.96). So, it can be concluded that the direction of 

the relationship between KI and KP is positive so that H11 which is expected that 

KK has a positive and significant effect on NU is accepted. The relationship 

between KO and NU is 0.314 and is significant with a T-statistic greater than T-

table (3.568 > 1.96). 

In total, 7 variables were used in this study: Innovation Capability (3 

question indicators), Information Technology (3 question indicators), Market 

Competition (3 question indicators), Job Performance (5 question indicators), 

Finance (3 question indicators), Operational (3 question indicators), and MSME 

Value (4 question indicators). It is clear that each construct correlation has a value 

or size that is reflected in a construct that is rated higher than 0.7. 
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Source: outputSmartPLS (2023) 

Figure 2 Full Partial Least Square Structural Model 

 

DISCUSSION 

In this study it can be concluded that innovation capability has a positive 

effect on work performance by verifying the relationship between KI and KP 

using the findings of a significance test. Innovation Capability will be more 

effective and have a positive impact on increasing Performance Work the more it 

is used. This is in accordance with the findings of a study conducted by Leo et al. 

(2022), Restrepo Morales (2019), and Kamning, DL According to the H2 of this 

study, Innovation Capability significantly increases Financial Performance. The 

calculation results are shown in table 4.14 based on the results of data processing 

performed using the SmartPLS software. Thus, it can be said that Innovation 

Capability has a beneficial and sizable influence on Financial Performance and 

the H2 hypothesis is accepted. This is in accordance with Kankam-Kwarteng 

research (2019) and Zahid et al. (2021). According to the findings of this study, 

Innovation Capability improves Operational Performance. Thus, it can be 

concluded that Innovation Capability has a beneficial and sizable influence on 

Operational Performance and the H3 hypothesis is accepted. This is in accordance 

with the research of Matekenya and Moyo (2022), Su et al (2018), and Pundziene 

et al (2022).  

According to H4 of this study, Information Technology Capability increases 

Work Performance. Thus, it can be concluded that Information Technology 

Capability has a beneficial and sizable influence on Job Performance and the H4 

hypothesis is accepted. This is in accordance with the research of Salisu and Abu 

Bakar (2020) and Bettiol et al. (2022). According to H5 of this study, financial 

performance is positively influenced by information technology capabilities. To 

draw the conclusion that Information Technology Capability has a beneficial and 

sizeable influence on Financial Performance, the H5 hypothesis is accepted. This 

is consistent with the study by Obermayer et al. (2022) and Kazakov et al. (2021). 

According to H6 of this study, Information Technology Capability improves 

Operational Performance. By accepting the H6 hypothesis, then it can be 

concluded that Information Technology Capability improves Operational 

Performance significantly. This is consistent with the study by Adebere et al. 

(2021) and Kraft et al. (2022).  
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According to H7 of this study, the opportunity to compete in the market has 

a beneficial impact on work performance. Thus, it can be concluded that Market 

Competition Ability has a beneficial and quite large influence on Work 

Performance and thus the H7 hypothesis is accepted. This is in accordance with 

the research of Luiz and Vieira (2018) and Kankam-Kwarteng et al. (2022). 

According to H8 of this study, the market's ability to compete has no effect on 

financial performance. stipulates that financial performance is not affected by 

market competition capabilities. Therefore, it can be concluded that Market 

Competition Capability has no effect on Financial Performance so that it rejects 

the H8 hypothesis. This contradicts the research findings of Cassi and Magno 

(2022), Bashir (2022), and Espinoza et al (2022). According to H9 of this study, 

Market Competition Capability benefits Operational Performance.  

Thus, it can be concluded that Market Competition Capability has a good 

and quite large influence on Operational Performance so that the H9 hypothesis is 

accepted. This is consistent with the study by Zhao et al. (2021) and Zahoor et al. 

(2022). Work performance, according to the H10 of this study, increases the 

ranking of MSMEs. Therefore, it can be concluded that work performance has a 

beneficial and sizeable impact on the value of MSMEs by accepting the H10 

hypothesis. This is related to the research conducted for Safari and Saleh in 2020 

and Hutahayan in 2019. H11 states in this study that financial labor has a positive 

impact on MSME prices. By confirming this hypothesis, it can be concluded that 

financial activity has a positive and significant correlation with MSMEs. In this 

case, Susianti (2018), Fenty (2017), Ismanto (2016), A. Supriadi (2001), and Aut 

(2020) are related studies. H12 states in this study that operational leadership has 

a positive effect on MSME Value.  

Thus, it can be concluded that Operational Performance has a good and 

quite large effect on MSME Value and the H12 hypothesis is accepted. This is 

consistent with the study by Domenec et al. (2022) and Leong et al. (1990). Thus, 

it can be concluded that Operational Performance has a good and quite large effect 

on MSME Value and the H12 hypothesis is accepted. This is consistent with the 

study by Domenec et al. (2022) and Leong et al. (1990). Thus, it can be concluded 

that Operational Performance has a good and quite large effect on MSME Value 

and the H12 hypothesis is accepted. This is consistent with the study by Domenec 

et al. (2022) and Leong et al. (1990). 

 

CONCLUSIONS AND SUGGESTIONS 

Based on the discussion of the results of the study entitled the effect of 

capability and performance on the value of MSMEs, it can be concluded that 

Innovation Capability, Information Technology Capability, Market Competition 

Capability, Job Performance, Financial Performance, Operational Performance 

have an effect on MSME Value. Innovation capability affects job performance. 

Innovation capability affects financial performance. Innovation capability affects 

operational performance. Technology and information capabilities affect job 

performance. Technology and information capabilities affect financial 

performance. Technology and information capabilities affect operational 

performance. Market competition capability affects job performance. Market 

competition capability has no effect on financial performance. Market 

competition capability influences operational performance. Innovation capability 

affects the value of SMEs. Technology and information capabilities affect the 

value of SMEs. Capability Market competition affects the value of UMKM. It is 

a fact that no business can operate properly without the ability and skills of its 
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business actors to implement innovation and take advantage of technological and 

information sophistication to facilitate business implementation. The better the 

innovation and information technology that is applied, the better and wider the 

reach of a business will affect the market competition of a business. 

There are still certain limitations in this research that can be considered by 

future researchers to get better results, such as the small number of research 

samples. In the future, this research is expected to include research samples or 

other factors that can affect the value of SMEs. 
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ABSTRACT 

 

This study aims to empirically test the Earning Per Share, Debt to Equity Ratio, 

Dividend Payout Ratio, Company Growth, and Price Earnings Ratio to determine 

their effects on Company Value, in companies listed on the Indonesia Stock 

Exchange LQ45 Index. Hypothesis testing was performed using multiple linear 

regression analysis. The results showed that, partially, Earning Per Share and 

Price Earnings Ratio positively influenced the company value, while other 

variables do not influence company value. Simultaneously, all independent 

variables had a positive influence on the value of the company. 

Keywords: Earning Per Share, Debt to Equity Ratio, Dividend Payout Ratio, 

Company Growth, Price Earnings Ratio, Company Value 

 

INTRODUCTION  

In general, the main reason for forming a company is to increase the 

prosperity of shareholders. The way to measure the level of prosperity of 

shareholders is through company value. A high increase in company value is a 

long-term goal that should be achieved by the company which will be reflected 

in its market price because investors' evaluation of the company can be observed 

through the movement of the company's stock price that is traded on the stock 

exchange of companies that have gone public. Firm value can be said to be a 

reflection of the company's condition that has been achieved in a certain period, 

which is usually used by investors as an illustration of the company's 

performance, so it can be assumed that company value is the price that 

prospective buyers are willing to pay if the company is sold. In increasing the 

value of the company, there are several things that need to be considered by the 

company. In this study, the authors want to raise the theme of things that can affect 

value company.  

Asset growth can affect company value with high and low profitability 

which can provide positive or negative signals about company growth in the 

future so that it can affect company value. Funding decisions can also affect the 

value of the company because the level of debt and equity can reflect the value of 

the company. The dividend policy affects the value of the company seen from the 

company's decision to distribute dividends, by increasing the dividend 

distribution, the value of the company will also increase. A high increase in 

corporate value will be accompanied by high shareholder prosperity. In this study, 

the research objects that have been determined by the author are companies listed 

on the LQ45 Index on the Indonesia Stock Exchange for the 2019-2021 period. 

According to Suriani Ginting's research (2018), LQ45 companies are the most 

liquid companies on the Indonesia Stock Exchange.Companies with the LQ45 

index category are companies that have the highest capitalization and liquidity 
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values. LQ45 can be an investor's appeal in measuring the company's dividend 

policy. 

 

LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT 

Company Value 

According to Husnan and Pudjiastuti (2015) company value is the price that 

prospective buyers are willing to pay if the company is sold. Firm value is very 

important because it reflects the company's performance which can affect 

investors' perceptions of the company. According to Brigham (2014) assumes that 

everyone, both investors and managers have the same information about the 

prospects of a company. The value of the company can provide information to 

shareholders about the situation being faced by the company. High corporate 

value is the desire of company owners, because with a high value it shows the 

prosperity of shareholders. 

 

Earning Per Share 

One indicator of a company's success is shown by the level of profit per 

share. In general, investors will expect benefits from their investment in the form 

of earnings per share (EPS). This is because EPS can describe the amount of profit 

earned for each common share. Meanwhile, the number of EPS that will be 

distributed to stock investors depends on the company's policy in terms of 

dividend payments. The high EPS indicates that the company is able to provide a 

better level of welfare to shareholders. Conversely, low EPS indicates that the 

company has failed to provide the benefits expected by shareholders. Therefore, 

a stable company will show stable EPS growth, whereas an unstable company 

will show fluctuating growth. (Silvi Reni, 2014) 

H1: Positive and significant influence of EPS on firm value 

 

Debt to Equity Ratio 

Husnan (2003) financial leverage involves the use of funds obtained at 

certain fixed costs with the hope of increasing the owner's own share of capital. 

The financial leverage which will be used in this study is the debt-to-equity ratio 

(DER), which is the ratio between the total debt to the total equity owned by the 

company. The total debt here is the total short-term debt and   the total long-term 

debt, while the total equity is the total equity (total paid-up capital and retained 

earnings) owned by the company. 

H2: The positive and significant effect of DER on firm value. 

 

Dividend Payout Ratio 

The Dividend Payout Ratio is a measure of the size of dividends expressed 

in the form of a comparison or ratio between the amount or share of profits 

provided for dividends with the total profits earned by the company in a certain 

period and expressed as a percentage. 

H3: Positive and Significant Influence of DPR on Company Value. 

 

Company Growth 

According to Harahap (2013) in Astutik (2017) the growth ratio describes 

the presentation of the growth of company posts from year to year. In addition, 

the growth of the company greatly affects the valuation of stock prices. 

Companies that grow well will be a positive signal for the market. This can 

increase the stock price, which in turn will increase the value of the company as 
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well. Companies that grow well will be a positive signal for the market. The types 

of growth ratio are sales growth, net profit growth, earnings per share growth and 

dividend per share growth. (Kasmir:2016) 

H4: Positive and significant influence of company growth on firm value. 

 

Price Earning Ratio 

A high PER indicates a good company investment and good company 

growth prospects     so that investors will be attracted. A high demand for shares 

will make investors appreciate the value of shares greater than the value recorded 

on the company's balance sheet, so that the company's PBV is high, and the 

company's value is also high. (Hari, 2016) 

H5: The positive and significant effect of PER on Firm Value 

 

RESULT AND DISCUSSION 

Table 1 Multiple Linear Regression Test Results 
Coefficientsa 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients t Sig. 

B Std. Error Beta 

1 (Constant) 5.485 7.569  .725 .476 

EPS .183 .096 .369 1.913 .068 

DER -.046 .102 -.084 -.450 .657 

DPR .067 .083 .153 .809 .426 

GR .018 .022 .171 .834 .412 

PER .217 .105 .390 2.078 .049 

a. Dependent Variable: PBV 

 Source: SPSS Output 26, processed in 2023 

 

Based on the results of multiple linear regression in table 4.12 the 

systematic, for multiple linear regression equation is as follows: 

PBV= 5.485 + 0.183 Xÿ + (-0.046) Xÿ + 0.067 Xÿ +0.018 Xÿ + 0.217 Xÿ + e 

 

The results of the t test are as follows: 

The Earning Per Share variable with a t value of 1,913 and a significance 

level of 0.068 is less than 0.05, so the first hypothesis can be said that Earning Per 

Share partially has a positive and significant effect on firm value. 

Variable Debt to Equity Ratio with a t value of -0.450 and level the 

significance of 0.657 is greater than 0.05, so the second hypothesis can be said 

that the Debt-to-Equity Ratio partially has a negative and not significant effect on 

firm value. 

The Dividend Payout Ratio variable with a t value of 0.809 and level the 

significance of 0.426 is greater than 0.05, so the third hypothesis can be said that 

the Dividend Payout Ratio partially has a positive and insignificant effect on firm 

value. 

Growth ratio variable with a t value of 0.834 and a significance level of 

0.412 is greater than 0.05, so the first hypothesis can be said that the Growth Ratio 

partially has a positive and insignificant effect on firm value. 

The variable Price Earning Ratio with a t value of 2.078 and a significance 

level of 0.049 is less than 0.05, so the first hypothesis can be said that the Price 

Earning Ratio partially has a positive and significant effect on firm value. 
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Tabel 2 Test Result F 
ANOVAa 

Model Sum of Squares Df 
Mean 

Square 
F Sig. 

1 Regression 9.469 5 1.894 2.093 .001b 

Residual 21.712 24 .905   

Total 31.182 29    

a. Dependent Variable: PBV 

b. Predictors: (Constant), PER, GR, DER, EPS, DPR 

Source: SPSS Output 26, processed in 2023 

 

Based on table 2 shows an F value of 2,093 with a significance level of 

0.001. the significance value is more than 0.05. So that the sixth hypothesis (H6) 

can be said that Earning Per Share, Debt to Equity Ratio, Dividend Payout Ratio, 

Company Growth and Price Earning Ratio simultaneously have a positive and 

significant effect on firm value (PBV). 

 

CONCLUSION 

Based on the results of the research and discussion taken previously 

stated, it can be concluded from research regarding the Effect of Earning Per 

Share, Debt to Equity Ratio, Dividend Payout Ratio, Company Growth and 

Price Earning Ratio on Firm Value in Companies Listed on the LQ45 Index of 

the Stock Exchange Indonesia for the 2019-2021 period are as follows: 

i. Earning Per Share (EPS) has a positive and significant effect on 

company value in companies listed on the LQ45 index on the Indonesia 

Stock Exchange for the 2019-2021 period. The high profitability (EPS) 

will affect the increase in firm value. So, the higher the level of 

profitability, the higher the value of the company. 

ii. The Debt-to-Equity Ratio (DER) has a negative and insignificant effect 

on Company Value of companies listed on the LQ45 index of the 

Indonesia Stock Exchange for the 2019-2021 period. This means that 

the higher the level of leverage, the higher the company's risk, which in 

turn will reduce the stock price. A fall in stock prices can result in a 

decrease in Price Book Value. 

iii. The Dividend Payout Ratio (DPR) has a positive and insignificant effect 

on company value in companies listed on the LQ45 index on the 

Indonesia Stock Exchange for the 2019-2021 period. An increase in the 

value of dividends is not always followed by an increase in the value of 

the company because the value of the company is determined only by 

the company's ability to generate profits from the company's assets or 

investment policies. 

iv. Company growth has a positive and insignificant effect on the Company 

Value of companies listed on the LQ45 index of the Indonesia Stock 

Exchange for the 2019-2021 period. High company growth will also 

cause the costs incurred by the company to be high in order to increase 

the company's assets. 

v. Price Earning Ratio (PER) has a positive and significant effect against 

the Company Value of companies listed on the LQ45 index of the 

Indonesia Stock Exchange for the 2019-2021 period is acceptable. The 

effect of stock prices on firm value is positive, meaning that the higher 
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the stock price, the firm value will increase. the greater the investment 

invested by the company, the higher the profit or profit the company will 

get. 

vi. Earning Per Share, Debt to Equity Ratio, Dividend Payout Ratio, 

company growth, and Price Earning Ratio simultaneously affect the 

Company Value of companies listed on the LQ45 index of the Indonesia 

Stock Exchange for the 2019-2021 period. 

 

REFERENCES 

Ali, Muhammad. 2016. Pengaruh Return on Equity, Debt to Equity Ratio dan 

Growth Terhadap Price to Book Value. Conference on Management and 

Behavioral Studies. Vol. No. Oktober. Hal 829-840. Retrieved from 

https://www.researchgate.net/profile/muhammad-ali 

120/publication/360186945 

Annisa, Rizka dan M. Chabachib. 2017. Analisis Pengaruh Current Ratio (CR), 

Debt to Equity Ratio (DER), Return On Asset (ROA) Terhadap Price To 

Book Value (PBV) dengan Devidend Payout Ratio Sebagai Variabel 

Intervening. Diponegoro Journal of Management. Vol. 6 No.1 Hal. 1-15. 

Retrieved from 

https://ejournal3.undip.ac.id/index.php/djom/article/view/17551 

Artati, Dwi. 2020. Pengaruh Return on Assets, Size dan Current Ratio Terhadap 

Nilai Perusahaan Melalui Kebijakan Deviden. Jurnal Bisnis, Manajemen 

dan Akuntansi.Vol. 7 No. 1. Maret. Hal 111-131. Retrieved from 

http://jurnal.amaypk.ac.id/index.php/jbma/article/view/92 

Astutik, Dwi. 2017. Pengaruh Aktivitas Rasio Keuangan Terhadap Nilai 

Perusahaan (Studi Pada Industri Manufaktur). Jurnal STIE Semarang. Vol 

9 No.1.Hal32-49Februari.Retrievedfrom 

https://jurnal3.stiesemarang.ac.id/index.php/jurnal/article/view/28 

Brigham, E. F. dan J. F. Houston. 2011. Dasar-dasar Manajemen Keuangan 

Terjemahan. Edisi Sepuluh. Salemba Empat. Jakarta. 

Brigham, E. F. dan J. F. Houston. 2014. Dasar-dasar Manajemen Keuangan 

Terjemahan. Edisi Sepuluh. Salemba Empat. Jakarta 

Cusyana, Silvi Reni dan Suyanto. 2014. Pengaruh Earning Per Share, Debt to 

Equity Ratio, Suku Bunga dan Inflasi terhadap Price to Book Value pada 

Perbankan di Bursa Efek Indonesia. Jurnal Riset Akuntansi dan Perpajakan. 

Vol1. No. 2 Hal. 160-170. 

DOI: https://doi.org/10.35838/jrap.2014.001.02.13 

Ganar, Yulian Bayu. 2018. Pengaruh Kebijakan Deviden dan Profitabilitas 

Terhadap Nilai Perusahaan Pada Perusahaan Yang Terdaftar Di Bursa Efek 

Indonesia Periode 2013-2017. Jurnal Sekuritas (Saham, Ekonomi, 

Keuangan dan Investasi). Vol 2. No. 1. Retrieved from article.php 

(kemdikbud.go.id) 

Ghazali, Imam. 2018. Aplikasi Analisis Multivariete dengan Program IBM SPSS 

23. Semarang: Badan Penerbit Universitas Diponegoro. 

Hanafi, Mamduh dan Abdul Halim. 2016. Analisis Laporan Keuangan. Edisi 

Kelima. Yogyakarta: UPP STIM YKPN 

Hari Purnama. 2016. Pengaruh Profitabilitas, Kebijakan hutang, Kebijakan 

Deviden, dan Keputusan Investasi terhadap Nilai Perusahaan. Jurnal 

Akuntansi. Vol. 4. No. 1 Juni. Hal 11-21.  Retrieved from 

http://repository.upy.ac.id/id/eprint/2073  

https://www.researchgate.net/profile/muhammad-ali%20120/publication/360186945
https://www.researchgate.net/profile/muhammad-ali%20120/publication/360186945
https://ejournal3.undip.ac.id/index.php/djom/article/view/17551
http://jurnal.amaypk.ac.id/index.php/jbma/article/view/92
https://jurnal3.stiesemarang.ac.id/index.php/jurnal/article/view/28
https://doi.org/10.35838/jrap.2014.001.02.13
http://download.garuda.kemdikbud.go.id/article.php?article=1050501&val=15736&title=PENGARUH%20KEBIJAKAN%20DIVIDEN%20DAN%20PROFITABILITAS%20TERHADAP%20NILAI%20PERUSAHAAN%20PADA%20PERUSAHAAN%20YANG%20TERDAFTAR%20DI%20BURSA%20EFEK%20INDONESIA%20PERIODE%202013-%202017
http://download.garuda.kemdikbud.go.id/article.php?article=1050501&val=15736&title=PENGARUH%20KEBIJAKAN%20DIVIDEN%20DAN%20PROFITABILITAS%20TERHADAP%20NILAI%20PERUSAHAAN%20PADA%20PERUSAHAAN%20YANG%20TERDAFTAR%20DI%20BURSA%20EFEK%20INDONESIA%20PERIODE%202013-%202017
http://repository.upy.ac.id/id/eprint/2073


115 

 

Hasanah, Aulia Nur dan Widyawati lekok. 2019. Faktor-faktor yang 

mempengaruhi Nilai Perusahaan: Kebijakan Deviden sebagai Pemediasi. 

Jurnal Bisnis dan Akuntansi. Vol 21. No. 2. Desember. Hal. 165-178 DOI 

https://doi.org/10.34208/jba.v21i2.617. 

Hery. 2016 Analisis Laporan Keuangan: Intergrated and Comprehensive Edition. 

Jakarta. Grasindo. https://www.idx.co.id/id 

Husnan, Suad dan Enny Pujiastuti. 2015. Dasar-dasar Manajemen Keuangan. 

Edisi Ketujuh. Yogyakarta: UPP STIM YKPN 

Husnan, S.,     2003.     Dasar-dasar     Teori     Portopolio   dan   Analisis   Sekuritas.   

Edisi   Keempat, Yogyakarta: UPP AMP YKPN 

Hutapea, Debora Oktaviani, Ever dan Keumala. 2021. Pengaruh Kinerja 

Keuangan, EPS, PER dan CR terhadap Nilai Perusahaan. Jambura 

Economic Education Journal. Vol. 3 No. 2. Hal. 61-71. 

DOI: https://doi.org/10.37479/jeej.v3i2.10452 

Iwan Firdaus. 2019.  Pengaruh DER, PER dan ROA Terhadap PBV Pada Industri 

Perbankan. Jurnal Ekonomi. Vol. 24. No. 2. July. Ha; 242-255 

Kasmir. 2016. Analisis Laporan Keuangan. Jakarta: Raja Grafindo Persada. 

ISBN: 978-979-769-216-3 

Kasmir. 2019. Analisis Laporan Keuangan. Edisi Revisi. Jakarta: Raja Grafindo 

Persada. ISBN: 978-602-425-945-7 

Kayobi, I Gusti Made Andrie dan Desy Anggraeni. 2015. Pengaruh Debt to 

Equity Ratio (DER), Debt to Total Asset (DTA), Deviden Tunai, dan 

Ukuran Perusahaan Terhadap Nilai Perusahaan (Perusahaan Manufaktur 

Sektor Barang Konsumsi yang Terdaftar di Bursa Efek Indonesia Periode 

2011–2014). Jurnal Akuntansi dan Keuangan. Vol. 4 No.1. April. Hal 100-

120. DOI: http://dx.doi.org/10.36080/jak.v4i1.396   

Lisandri, dan Rabiatul Adawiyah. 2013. Analisis Pengaruh Kinerja Keuangan 

Terhadap Harga Saham Pada Perusahaan Pertanian yang terdaftar di Bursa 

Efek Indonesia. Jurnal Manajemen dan Akuntansi. Vol. 14. No. 1. April. 

Hal. 11-20Retrievedfromhttp://journal.stiei-kayutangi 

bjm.ac.id/index.php/jma/article/view/155  

Lusiana, Dewi dan Dewi Agustina. 2017. Faktor-faktor yang mempengaruhi nilai 

perusahaan pada perusahaan non keuangan. Jurnal Bisnis dan Akuntansi. 

Vol. 19. No. 1 Juni. Hal 81-91 DOI: https://doi.org/10.34208/jba.v19i1.67  

Martono dan Harjito, Agus. 2007. Manajemen Keuangan. Ekonosia, Yogyakarta 

Misran, Medi dam M. Chabachib. 2017. Analisis Pengaruh DER, CR dan TATO 

Terhadap PBV Dengan ROA Sebagai Variabel Intervening (Studi Pada 

Perusahaan Properti dan Real Estate yang Terdaftar Pada BEI 2011-2014).  

Diponegoro Journal of Management. Vol. 6 No. 1. Hal 1-13. Retrieved from 

http://ejournal3.undip.ac.id/index.php/djom/article/view/17552  

Munawir, S. 2010. Analisis Laporan Keuangan. Yogyakarta: Liberty 

Novita, Herlina et. al. 2022. Pengaruh Harga Saham, Ukuran Perusahaan, 

Profitabilitas dan Leverage Terhadap Nilai Perusahaan Manufaktur 

Terdaftar BEI 2018-2020. Jurnal Studi Akuntansi dan Keuangan. Vol 5. No. 

1. Hal 77-86. Mei. DOI: https://doi.org/10.29303/akurasi.v5i1.150 

Novitasari, Reza dan Krisnando. 2021. Pengaruh Struktur Modal, Pertumbuhan 

Perusahaan, dan Firm Size terhadap Nilai Perusahaan Pada Perusahaan 

Consumer Goods yang Terdaftar di Bursa Efek Indonesia (BEI) Periode 

2017-2020.Jurnal Akuntansi dan Manajemen Vol 18 No 02. 71-81. Oktober. 

DOI: https://doi.org/10.36406/jam.v18i02.436  

https://www.idx.co.id/id
https://doi.org/10.37479/jeej.v3i2.10452
http://dx.doi.org/10.36080/jak.v4i1.396
https://doi.org/10.34208/jba.v19i1.67
http://ejournal3.undip.ac.id/index.php/djom/article/view/17552
https://doi.org/10.29303/akurasi.v5i1.150
https://doi.org/10.36406/jam.v18i02.436


116 

 

Pioh, Hizkia T. et. al. 2018. Pengaruh Debt to Equity Ratio, Earning Per Share 

dan Return On Asset Terhadap Nilai Perusahaan Sub Sector Food And 

Beverages di Bursa Efek Indonesia. Jurnal Riset Ekonomi, Manajemen, 

Bisnis dan Akuntansi. Vol. 5 No.4. September. Hal 2018-3027. DOI: 

https://doi.org/10.35794/emba.v6i4.21215  

Purnama, Hari. 2016. Pengaruh Profitabilitas, Kebijakan Hutang, Kebijakan 

Deviden, dan Keputusan Investasi Terhadap Nilai Perusahaan (Studi Kasus 

Perusahaan Manufaktur yang Go Public di BEI Periode 2010-2014. Jurnal 

Akuntansi. Vol. 4 No. 1. Juni. Retrieved from 

http://repository.upy.ac.id/id/eprint/2073  

Sari, Maya dan Jufrizen. 2019. Pengaruh Price Earning Ratio Dan Return On 

Asset Terhadap Price To Book Value. Kumpulan Riset Akuntansi, 10(2), 

196-203. Retrieved from 

https://www.ejournal.warmadewa.ac.id/index.php/krisna/article/view/903  

Septariani, Desy. 2017. Pengaruh Kebijakan Deviden dan Kebijakan Hutang 

Terhadap Nilai Perusahaan (Studi Empiris Pada perusahaan LQ45 di BEI 

Periode 2012-2015).  Journal of Applied Business and Economic. Vol. 3 

No. 3. Maret. Hal 183-195.  

DOI: http://dx.doi.org/10.30998/jabe.v3i3.1769 

Setyawan, Dendy. 2021. Pengaruh Likuditas dan Leverage Terhadap 

Profitabilitas dan Nilai Perusahaan Pada Perusahaan-Perusahaan 

IDXTECHNO Periode 2017-2019. Jurnal Ekonomi Akuntansi. Vol. 6 No. 

2. Oktober Hal 211-224. DOI: https://doi.org/10.30996/jea17.v6i2.5966 

Sondakh, Priska et. al. 2019. Pengaruh Struktur Modal (ROA, ROE dan DER) 

Terhadap Nilai Perusahaan Sektor Properti yang Terdaftar di BEI (Periode 

2013-2016.  Jurnal Riset Ekonomi, Manajemen, Bisnis dan Akuntansi.  Vol. 

7. No. 3. Juli. Hal 3079-3088. 

DOI: https://doi.org/10.35794/emba.7.3.2019.24196 

Sugiyono. 2018. Metode Penelitian Kuantitatif Kualitatif dan R&D. Bandung: 

Alfabeta 

Suwardika, I Nyoman Agus dan I Ketut Mustanda. 2017. Pengaruh Leverage, 

Ukuran Perusahaan, Pertumbuhan Perusahaan dan Profitabilitas Terhadap 

Nilai Perusahaan Pada Perusahaan Properti. E-Jurnal Manajemen Unud. 

Vol. 6 No. 3. Hal 1248-1277. Retrieved from 

https://ojs.unud.ac.id/index.php/ejuu/article/view/27276  

Tandelilin. 2017. Pasar Modal Manajemen Portofolio dan Investasi. Yogyakarta: 

Kanisius. 

Wulandari, Cici dan Drs. Syamsudin, M. M. 2015. Analisis Pengaruh Return On 

Assets (ROA), Earning Per Share (EPS), Debt to Equity Ratio (DER) 

Terhadap Price to Book Value (PBV) Pada Perusahaan Manufaktur. Skripsi. 

Surakarta: Fakultas Ekonomi dan Bisnis UMS. Retrieved from 

http://eprints.ums.ac.id/id/eprint/37077 

 

  

https://doi.org/10.35794/emba.v6i4.21215
http://repository.upy.ac.id/id/eprint/2073
https://www.ejournal.warmadewa.ac.id/index.php/krisna/article/view/903
http://dx.doi.org/10.30998/jabe.v3i3.1769
https://doi.org/10.30996/jea17.v6i2.5966
https://doi.org/10.35794/emba.7.3.2019.24196
https://ojs.unud.ac.id/index.php/ejuu/article/view/27276
http://eprints.ums.ac.id/id/eprint/37077


117 

 

THE INFLUENCE OF INDUSTRIAL WORK PRACTICES AND WORK 

MOTIVATION ON THE WORK READINESS OF ACCOUNTING 

CLASS XII STUDENTS STATE VOCATIONAL SCHOOL 1 MEDAN 

YEAR TEACHING 2019/2020 

 

Pristiwati Manurung 

Master of Accountancy graduate program,  

State University of Medan 

pristimanurung23@gmail.com 

 

ABSTRACT 

 

The problem in this study is the lack of work readiness of class XII accounting 

students at SMK 1 Medan due to a lack of understanding of Industrial Work 

Practices and Work Motivation. This study aims to examine the effect of industrial 

work practices and work motivation on the work readiness of class XII Amuntsi 

students at SMK Negeri 1 Medan. This research was conducted at SMK Negeri 1 

Medan. This type of research is ex post facto research. The sample selection 

technique uses simple random sampling. The population in this study were 134 

students of class XII accounting. The sample in this research is 100 students. The 

data analysis technique used is multiple linear regression analysis using IBM 

SPSS version 20 software. The results of this study state that industrial work 

practices and work motivation partially have a significant positive effect on the 

work readiness of students of SMK Negeri 1 Medan. Industrial work practices 

have a positive effect on student work readiness by 24.3 %, work motivation has 

a positive effect on student work readiness by 50.4%. 

Keywords: industrial work practices, work motivation, work readiness 

 

INTRODUCTION 

The condition of manpower needs and the challenges of the world of work 

in the era of globalization demand that human resources as workers must be able 

to compete in various fields with the provision of professional expertise. 

Education is a directed effort that aims to produce quality human resources to 

face competition and at the same time take advantage of opportunities to work 

together. The formation of a professional workforce must be formed through 

educational programs that are in accordance with the needs of the workforce. The 

quality of human resources is an important factor in meeting the needs and 

challenges of the world of work in the current era of globalization. 

Vocational High School is an institution that organizes education and 

training for its students. Based on the Law on the National Education System 

(UUSPN) number 20 of 2003 it can be seen that " Vocational Higher Education 

is education that prepares students to be able to work in certain fields “. In 

addition, in Government Regulation no. 19 of 2005 concerning National 

Education Standards states that " Vocational Higher Education is education at a 

level secondary education that prioritizes the development of students' abilities 

for certain types of work”. 

The specific objectives of vocational secondary education have been 

regulated in Law Number 20 of 2003, namely as follows: (a) preparing students 

to become productive human beings, able to work independently, filling existing 

job vacancies as middle-level workers according to competence in the skills 

program he chooses; (b) prepare students to be able to choose a career, be resilient 
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and persistent in competence, adapt in the work environment and develop a 

professional attitude in the field of expertise they are interested in; (c) equipping 

students with science, technology and art so that they are able to develop 

themselves in the future either independently or through a higher level of 

education; and (d) equip students with competencies in accordance with the 

chosen expertise program. 

Student Involvement Theory explains how to develop Outcomes and how 

students are involved in learning. The core concept of this theory consists of three 

elements, namely input, environment and outcome. Input in this theory consists 

of elements that come from students themselves such as student background, 

namely student work motivation. The second is the environment which is the 

entire experience of students while at school, such as industrial work practices. 

The last outcome which includes student characteristics, knowledge, attitudes, 

beliefs, and values obtained after students finish school is student work readiness.  

Student work readiness is the main goal of SMK, namely, to prepare students to 

be able to work in accordance with their areas of expertise and be able to achieve 

success. Referring to the contents of Law no. 20 of 2003 article 3 concerning 

National Education Goals and explanation of article 15 which states that 

vocational education is secondary education that prepares students especially to 

work in certain fields. According to Dirwanto (2008: 56) the factors that influence 

work readiness are learning motivation, practical experience, vocational 

guidance, family economic conditions, learning achievement, job information, 

expectations into the world of work, knowledge, level of intelligence, talent, 

interest, attitude, values, personality, physical condition, personal appearance, 

temperament, skills, creativity, independence, and discipline. From this factor, the 

workforce is expected to have knowledge, skills, and work attitudes that are in 

line with industry needs. 

Data on the Open Unemployment Rate (TPT) by education based on BPS 

(Central Statistics Agency) August 2019, namely elementary school graduates at 

2.41%, junior high school at 4.75%, high school at 7.92%, vocational high school 

at 10 .42%, and Universities at 5.67%. In fact, the highest unemployment rate was 

achieved by Vocational High Schools whose activities actually prioritize 

preparing students to enter the world of work. SMK as a secondary educational 

institution whose goal is to create a workforce has in fact not been fully achieved. 

This shows that the work of SMK students is still lacking. 

 

Table 1 Accounting Graduate Tracking Data SMK Negeri 1 Medan 

School year 

The 

number of 

students 

 

Work 

Continuin

g 

Education 

Not yet 

working 

2017-2018 
150 

46 

31% 

73 

49% 

31 

20% 

2018-2019 
143 

37 

26% 

79 

55% 

27 

19% 

Source: SMK Negeri 1 Medan 

 

From the employment data of SMK Negeri 1 Medan, it shows that the 

number of graduates who have worked in the 2018-2019 academic year is 26%, 

55% are continuing to higher education and 19% are not yet working. The data 

above reflects that there are still many graduates of SMK Negeri 1 Medan who 

are not ready to work. Based on alumni book data, it shows that many graduates 
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who are absorbed in the world of work are not in accordance with the areas of 

expertise that have been occupied while in school, especially those related to 

accounting. 

Most graduates work in companies engaged in trade such as supermarkets, 

malls or clothing stores as sales. this is clearly not in accordance with the 

objectives of the SMK listed in Law Number 20 of 2003 which explains that 

vocational education is intended to prepare students especially for work in certain 

fields, and is also not directly proportional to the A accreditation status obtained 

by the Accounting major at SMK Negeri 1 Medan where there are still many 

graduates from this school who work not in accordance with the specifications. 

Every SMK graduate is indeed prepared to become a human resource who 

is ready to work. The existence of SMK in preparing a trained workforce is very 

helpful to the business world, but not all SMK graduates can meet the needs of 

the world of work in accordance with their competency skills. This is because not 

all SMK graduates have matured job readiness, so there are still many 

unemployed vocational graduates. 

Many factors can affect work readiness, both from within students and from 

outside. Dirwanto (2008) in an analysis of the factors that influence the work 

readiness of vocational students concludes that the factors that affect the work 

readiness of vocational students are learning motivation, practical experience, 

vocational guidance, family economic conditions, job information, expectations 

of entering the world of work, knowledge, level of intelligence, talent, interest, 

attitude, values, personality, physical condition, personal appearance, 

temperament, skills, creativity, independence, and discipline. 

Vocational High Schools have their own program to prepare their students 

to enter the world of work, namely through Dual System Education (PSG) which 

is usually carried out with Industrial Work Practices (Prakerin). The program 

directs students to the field so they can practice the theory taught at school. The 

Internship Program is expected to provide opportunities for students to practice 

the theory they have learned and gain experience that cannot be obtained at 

school. The experience gained during the Internship is useful for students to 

prepare themselves to enter the world of work, because students have experience 

being a worker at the Prakerin place. The reality is that there are not a few 

Prakerin places that provide jobs to students that are not in accordance with their 

area of expertise. One of the work readiness of SMK graduates can be influenced 

by mental maturity. This mental maturity can be seen from the level of work 

motivation that exists in students. For vocational students, the role of work 

motivation in themselves is very important because this motivation will provide 

encouragement and enthusiasm to work. 

According to Anaroga (2009: 39-40) work motivation is anything that 

creates enthusiasm/encouragement to work. The role of motivation in entering the 

world of work, whether it comes from within himself or outside himself. Sirsa 

(2014: 6) suggests that the better the contribution of students' work motivation, it 

is expected that their work readiness will also increase. 

Based on table 1 it can be concluded that the work motivation of students 

decreases from year to year seen from the employment data of students who work 

less and less. Work motivation here is the motivation of students to enter the world 

of work. Motivation comes from each individual student. The existence of work 

motivation will affect the work readiness of students. 

Based on the background of the problems above, the researcher is interested 

in conducting research with the title "The Influence of Industrial Work Practices 
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and Work Motivation on the Work Readiness of Grade XII Students of SMK 

Negeri 1 Medan Academic Year 2019/2020". 

 

LITERATURE REVIEW 

Industrial Work Practices 

Industrial Work Practices have an important role in preparing students to 

enter the real world of work. Industrial Work Practices are directed at achieving 

professional abilities in accordance with the demands of job positions that apply 

in the work field. Students will be equipped with the knowledge and skills 

acquired at school to be applied in internships. Mastery, knowledge and skills can 

be obtained from one's daily activities either through education or through 

training.  According to Hamalik (2005: 21) states that "industrial work practices 

or in some schools are called on the job training (OJT) is a training model that 

aims to provide the skills needed in certain jobs in accordance with the demands 

of the abilities of these workers. 

According to Nurcahyono (2008:196-196) argues that "industrial work 

practice is the organization of professional skills education, which systematically 

integrates education in schools and mastery programs skills acquired through 

direct work activities in the world of work to achieve a certain professional level. 

The Industrial Work Practice Program at Vocational Schools aims for students to 

gain hands-on experience working in real industries. Industrial Work Practices 

will provide more intensive work experience and as an added value the level of 

competence for students and their experience will be much better. According to 

Hamalik (2005: 16) argues that "in general, training aims to prepare and foster a 

workforce, both structural and functional, who have good discipline skills". Thus, 

the activities of Industrial Work Practices carried out by party’s schools with 

predetermined institutions are expected to be able to improve the abilities and 

skills of students in accordance with the demands of the business world/industrial 

world (DU/DI). 

The implementation of industrial work practices will benefit students who 

carry them out. Through industrial work practices students can practice work 

directly, get to know the work that will be carried out in a real workplace. 

Industrial work practices provide benefits, especially to equip students with skills 

and expertise as well as experience that will be useful when entering the world of 

work. Hamalik (2005:93) states that the benefits of implementing internships for 

students include: 

i. Providing opportunities for students to practice management skills in actual 

field situations, this is important in the context of learning. 

ii. Providing practical experiences to participants so that the results of the 

training expand. 

iii. Participants have the opportunity to solve various management problems in 

the field by using their abilities. 

iv. Approaching and bridging the preparation of participants to plunge into 

their field of work after taking the training program. 

 

According to Emi (2012) the indicators for measuring industrial work practices 

are as follows: 

- Strengthening learning outcomes 

- Environmental introduction 

- Environmental awareness 

- Attitude formation 
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- Skills and abilities in accordance with the field. 

- Work motivation  

 

According to Sunyoto (2003:11) "motivation talks about how to encourage 

one's work enthusiasm. In order to want to work by optimally providing their 

abilities and expertise in order to achieve organizational goals.  According to 

Anagora (2009:39) "work motivation is everything that creates enthusiasm or 

encouragement to work". The role of motivation in the world of work, whether it 

comes from within himself or outside himself. Sirsa (2014: 16) argues "that the 

better the contribution of students' work motivation is expected to increase their 

work readiness". Work motivation arises because of the interest and desire from 

within students in a particular field of work. 

Based on the description above, it can be concluded that motivation is 

anything that creates strength, enthusiasm or encouragement for students to want 

to work by optimally providing their abilities and expertise in order to achieve 

the goal of entering the world of work.  According to Uno (2014: 23) motivation 

arises because of the following factors: 

i. Desire to engage in activities. 

The will to be able to achieve targets in learning and in everyday life is 

usually called the achievement motive. 

 

ii. There is an incentive to engage in activities. 

Completion of a dilator task is motivated by an urge to avoid failure that 

stems from the fear of failure. 

 

iii. There are hopes and dreams. 

The expectations that a person has will be influenced by how they feel about 

the projected results of the actions they have taken. 

 

iv. There is appreciation and respect for yourself. 

Verbal statements or awards for good behavior or learning outcomes are 

effective ways to improve better learning outcomes. 

 

v. There is a good environment. 

The existence of a comfortable environment is a factor supporting one's 

learning. 

 

vi. There are interesting activities. 

Interesting activities for students can generate enthusiasm to complete 

them. 

 

Working readiness 

Readiness to work consists of two words, namely readiness and work. 

"Readiness is a person's level of maturity in practicing something" (Chalpin, 

2006:419). According to dalyono (2005:52) states that "readiness is a person's 

ability both physically and mentally. Physical readiness includes adequate energy 

and good health, while mental readiness includes sufficient interest and 

motivation to carry out an activity. Hamalik (2008: 94) states "readiness is the 

level or condition that must be achieved in the process of individual development 

at the level of mental, physical, social, and emotional growth". Based on the 
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opinion of Dalyono and Hamalik, it can be concluded that readiness is the level 

of maturity of a person both physically and mentally to carry out an activity. 

Work is an activity of doing something to make a living. (KBBI: 175). 

According to Salamah (2006: 2-3) "work readiness is an individual condition to 

be able to accept and practice certain behaviors in relation to work that is 

influenced by psychological maturity and experiences gained from education". 

According to Andreas and Damian (2007:25) revealed that "work readiness is a 

state of a person who is ready or has the competence to do work with satisfactory 

results and in accordance with the goals or targets that have been set". 

Based on the description above, it can be concluded that work readiness is 

the level of maturity both mental, physical, social and emotional in a person and 

has the ability to carry out an activity that is in accordance with the potentials of 

students in order to meet their needs in the future. 

According to Sugihartono (2005:15) the characteristics of an individual 

who has work readiness are: 

There is a level of maturity that includes:  

i. Physical maturity, including the condition of the muscles and nerves. 

ii. Psychological maturity, including interests and ideals. 

 

Responsibility 

Learning experiences that include: 

i. Knowledge of schools, vocational/majors, and work ethics.   

 

According to Slameto (2013: 113) individual conditions that affect work 

readiness include several aspects, namely "physical, mental, emotional 

conditions, skills and knowledge". One of the mental conditions is intelligence, 

the higher the level of one's intelligence, the more likely it is to have high work 

readiness. In addition, emotional conditions are related to motives and 

encouragement as well as interests that affect work readiness. 

 

RESEARCH METHODS 

Location and Time of Research 

This research was conducted at SMK Negeri 1 Medan, Jl. Sindoro No. 1, 

Market Center, Medan City District, Medan City. This research was conducted in 

the even semester of the 2019/2020 school year. 

 

Population and Research Sample 

According to Arikunto (2016: 173) "the population is the entire research 

subject". The population in this study were all students of class XII Accounting 

at SMK Negeri 1 Medan with a total of 134 students consisting of four classes, 

namely XII AK1, XII AK2, XIIAK3, XII AK4. Sampling in this study used 

probability sampling, which means that each element of the population has the 

same opportunity to be selected as a member of the sample. The sample size is 

100 people with a percentage of the population of 74%. 

 

Data collection technique 

The questionnaire is a data collection technique that is carried out by giving 

a set of questions or written questions to the respondent to answer. In this case the 

Likert scale will be used. The Likert scale is usually used to measure attitudes, 

opinions, and perceptions of a person or group of people about social phenomena. 
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RESULTS AND DISCUSSION 

Research result 

Validity and Reliability Test 

The number of statement items used to test the validity and reliability of 

this questionnaire is 15 items. Based on the test results, it can be seen that of the 

15 statement items tested, 2 items were declared invalid. Where the calculated r value 

of the two statement items is smaller than the r table value. So that the two statement 

items are less able to describe indicators. Because the 13 valid statement items 

were still able to describe the indicators of work readiness results, 1 3 valid 

statement items were used for this study. And 2 invalid statement items were not 

used for data collection in this study. 

The reliability test was carried out using the Cronbach Alpha formula, the 

stipulation was that if the Cronbach Alpha value was > 0.60, the questionnaire 

was declared reliable, while if the Cronbach Alpha value was <0.60, the 

questionnaire was declared unreliable. 

 

Classic assumption test 

For the Classical Assumption Test, using normality, linearity, and 

multicollinearity tests with the following values obtained: 

i. The normality test shows that the data in this study are normally distributed. 

This can be seen from the Asymp value. Sig. (2-tailed) that is equal to 0, 

552. This value is greater than the significance value of 0.05 (0.552 > 0.05), 

so the data used in this study is normally distributed. Where it means that 

the answers given by the sample in this study can represent the population. 

ii. The linearity test is used to determine whether the independent variable (X) 

and the dependent variable (Y) have a linear relationship or not. the results 

obtained from the SPSS calculation show that the Sig deviation from 

linearity value for the industrial work practice variable (X 1) on work 

readiness is 0.414 > 0.05. So, it can be concluded that there is a linear 

influence between industrial work practices on work readiness. Likewise 

with the work motivation variable (X 2) it is known that the Sig deviation 

from linearity value is 0.910 > 0.05. And it can be concluded that there is 

also a linear influence between work motivation on student work readiness. 

iii. The multicollinearity test is used to see whether there is a relationship 

between the independent variables in the study. Based on the results of the 

SPSS calculations performed, the Tolerance value was 0.896 > 0.10 and the 

Variance Inflation Factor (VIF) value was 1.116 <10. This means that the 

two independent variables are not related to each other and are well used 

for the regression model. 

iv. heteroscedasticity test shows that the data points spread above and below 

the number 0 on the Y axis and the data points also do not form a clear 

pattern, so it can be concluded that there are no symptoms of 

heteroscedasticity. 

 

Hypothesis testing 

Based on the results of various tests that have been done previously, the 

data obtained in this study is suitable for use in multiple regression analysis. 

Multiple regression analysis was performed to determine the effect of the 

independent variables on the dependent variable. 

Based on the results described above, the regression model formed is as follows: 

Y = 23.909+ 0.243X 1 + 0.504X 2 
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Based on these equations, it can be interpreted as follows: 

Constant value (a) 

In the equation above, the constant value is 23.909, which means that 

without being influenced by the independent variables, namely industrial work 

practices and work motivation then the work readiness of students is 23.909. 

Industrial work practices (X 1). 

For the industrial work practice variable, a coefficient value of 0.243 is obtained, 

the calculated f value is 26,062 and a significance value of 0.000. With the F table value 

(F = (k; n – k)) = F (2 ; 98) with a significance of α = 0.05, the F table value is 3.09. 

Thus, the calculated F value > F table (26,062 > 3.09) and the significance value (0.000 

<0.05). So, it can be concluded that H3 is accepted. This means that there is a 

significant positive influence between industrial work practices (X 1) and work 

motivation (X 2) together on work readiness (Y) of class XII students at SMK 

Negeri 1 Medan. which means that if the industrial work practice variable 

increases by one unit, then the student's work readiness will increase by 0.243 

units. Assuming other independent variables are fixed. 

 

Work motivation (X 2) 

For the work motivation variable, a coefficient value of 0.504 is obtained, 

which means that if the work motivation variable increases by one unit, the 

student's work readiness will increase by 0.504 units. Assuming other 

independent variables are fixed. 

The t test in this study was conducted to see the significant effect of each 

independent variable, namely industrial work practices (X1) and work motivation 

(X2) on the dependent variable, namely work readiness (Y). The criterion used is 

to compare the tcount and ttable values with an error rate of 5% (0.05). So, the 

criterion is if the t count > t table and the significance value < 0.05 then H0 is rejected 

thus Ha is accepted and vice versa if the t count < t table and the significance value 

is > 0.05 then H0 is accepted thus Ha is rejected. 

It is known that the calculated t value for the industrial work practice variable (X 

1) is 3.002 with a significance value of 0.003. While the value of t table (= t (α/ 2; 

nk-1) = t (0.025; 97), is 1.985 at a significance level of 95%. So, from these results 

the value of t count > t table (3.002 > 1.985) and the value significance (0.003 < 0.05), 

thus H1 is accepted. This means that there is a positive and significant influence 

between industrial work practices (X 1) on work readiness (Y) of class XII 

students of SMK Negeri 1 Medan. 

For the work motivation variable (X 2) the t value is 5.249 with a 

significance value of 0.000. While the value of t table (= t (α/ 2; nk-1) = t (0.025; 

97), is 1.985 at a significance level of 95%. So, from these results it can be 

concluded that the value of t count > t table (5.249 > 1.985) and a significance value 

(0.000 < 0.05), thus H2 is accepted. This means that there is a positive and 

significant influence between work motivation (X2) on work readiness (Y) of 

class XII students at SMK Negeri 1 Medan. 

The F test was used to determine the effect of the independent variables on 

industrial work practices (X 1) and work motivation (X 2) simultaneously on the 

dependent variable (Y). the calculated f value is 26,062 and a significance value of 

0.000. With the F table value (F = (k ; n – k)) = F (2 ; 98) with a significance of α = 

0.05, the F table value is 3.09. Thus, the calculated F value > F table (26,062 > 3.09) and the 

significance value (0.000 <0.05). So it can be concluded that H3 is accepted. This 

means that there is a significant positive influence between industrial work 
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practices (X 1) and work motivation (X 2 ) together on work readiness (Y) of class 

XII students at SMK Negeri 1 Medan. 

The coefficient of determination test (R 2) is used to see the magnitude of 

the influence contribution given by the independent variables of industrial work 

practices (X 1 ) and work motivation (X 2 ) on the dependent variable, namely 

work readiness (Y). the Adjusted R Square value is 0.350. This means that the 

influence exerted by the independent variables of industrial work practices and 

work motivation on the dependent variable, namely work readiness (Y) is 35%, 

while the remaining 65% is influenced by other variables not examined in this 

study. 

 

DISCUSSION 

Based on the results of multiple linear regression analysis it is known that 

Y = 23.909+ 0.243X 1 + 0.504X 2 , this shows that when industrial work practices 

increase, student work readiness will increase and vice versa. For the industrial 

work practice variable, a coefficient value of 0.243 is obtained, which means that 

if the industrial work practice variable increases by one unit, the student's work 

readiness will increase by 0.243 unit. Assuming other independent variables are 

fixed.  

Based on partial hypothesis testing, there is a significant influence between 

industrial work practices on work readiness with a t count of 3.002 > 1.9 85 t table 

and a significant value of 0.00 3 < 0.05. This means that there is a positive and 

significant influence of industrial work practices (X 1) on work readiness (Y) of 

class XII students of SMK N 1 Medan in the 2019/2020 Academic Year. 

Based on the results of multiple linear regression analysis it is known that 

Y = 23.909 + 0.243X1 + 0.504X2, this shows that when work motivation 

increases, student work readiness will increase. For the work motivation variable, 

a coefficient value of 0.504 is obtained, which means that if the work motivation 

variable increases by one units, then the work readiness of students will increase 

by 0.504 units . Assuming other independent variables are fixed. Based on the 

partial hypothesis testing, work motivation has a significant effect on work 

readiness with a tcount of 5.249 > 1.9 85 ttable and a significant value of 0.0 00 

<0.05. This means that there is a positive and significant effect of work motivation 

(X2) on work readiness (Y) of class XII accounting students of SMK N 1 Medan 

in the 2019/2020 Academic Year. 

Simultaneously obtained f count of 26.062 and F table of 3.09. Thus the calculated 

F value > F table (26.062 > 3.09) and the significance value (0.000 <0.05). This means 

that there is a positive and significant influence of industrial work practices (X 1) 

and work motivation (X 2 ) on work readiness (Y) of class XII Accounting 

students at SMK Negeri 1 Medan in the 2019/2020 Academic Year. 

 

SUGGESTION CONCLUSION 

Based on the results of the analysis and discussion conducted regarding the 

influence of industrial work practices and work motivation on the work readiness 

of class XII accounting students of SMK Negeri 1 Medan for the 2019/2020 

Academic Year, the following conclusions can be drawn: 

i. There is a positive and significant influence of industrial work practices on 

the work readiness of class XII students of SMK Negeri 1 Medan for the 

2019/2020 academic year. This means that the better the student's industrial 

work practice experience, the higher the student's work readiness. 
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ii. There is a positive and significant effect of work motivation on the work 

readiness of class XII students of SMK Negeri 1 Medan in the 2019/2020 

academic year. This means that the higher the student's work motivation, the 

higher the student's work readiness. 

iii. There is a positive and significant influence of industrial work practices and 

work motivation on the work readiness of class XII students at SMK Negeri 

1 Medan in the 2019/2020 academic year. 

 

Based on the observations of researchers while conducting research in class 

XII at SMK Negeri 1 Medan for the 2019/2020 academic year, the researchers 

provide the following suggestions: 

i. The world of work or the world of industry (DU/DI) where field work 

practices should provide job specifications that are in accordance with 

students' expertise in accounting so that students have work experience in 

accounting to enter the world of work. 

ii. For schools, the author suggests building more extensive relations with the 

industrial world, and adjusting the place of apprenticeships accordingly so 

that they can develop students' accounting skills. 

iii. For further research, it is expected to conduct research with a wider 

population of majors and add or replace one of the variables because there 

are many other factors that affect job readiness. Where in this study it is 

known that the contribution made by the variables of industrial work 

practices and work motivation to student work readiness is 35%. This means 

that there is another 65% of other independent variables that affect student 

work readiness that are not studied in this study. 
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ABSTRAK 

This study aims to determine the perceptions of Micro, Small and Medium 

Enterprises in Pekanbaru City towards non-cash transactions in order to make 

decisions on the use of non-cash transactions as a means of payment. This 

research is a quantitative study using a Likert scale as a measuring tool. The 

population of this research is Micro, Small and Medium Enterprises in Pekanbaru 

City. The sample of this research was 391 respondents using the simple random 

sampling technique. The results of this study indicate that perceptions of ease of 

use, perceived usefulness, perceived security risks influence decision making on 

the use of non-cash transactions in Micro, Small and Medium Enterprises in 

Pekanbaru City. 

Keywords: Perceived Ease of Use, Perceived Usefulness, Perceived Risk, 

Perceived Security, Non-Cash Transactions. 

 

INTRODUCTION 

In this era of globalization, rapid technological developments have had a 

major impact on human life. Technological developments have penetrated into 

various fields. The rapid growth of the internet has given birth to a new innovation 

for its users, one of which is financial technology. One of the technological 

developments in the financial sector that is being widely introduced and in 

demand by its users is Non-Cash Transactions. Non-cash transactions are an 

electronic form of payment where the monetary value is stored in certain 

electronic media that can provide protection in the form of a password (Mulyani 

et al., 2022). 

Based on information quoted from the business circle, it is explained that 

the government makes non-cash transactions a challenge for micro, small and 

medium enterprises so that micro, small and medium enterprises can transform to 

digital platforms. However, there is a problem, namely that there are still many 

micro, small and medium enterprises that make payments manually. As a result, 

this has created a problem, many micro, small and medium enterprises have lost 

their customers because consumers have switched to buying and selling 

transactions with micro, small and medium enterprises which have used non-cash 

transactions (Kumparan, 2022). Therefore, in overcoming this problem, the 

Pekanbaru city government encourages micro, small and medium enterprises to 

be able to immediately switch to non-cash transactions (Databoks, 2022). 

Factors that can encourage micro, small and medium enterprises to use non-

cash transactions are perceived ease of use, perceived usefulness, perceived risk, 

and perceived security. This research is a development of research conducted by 

(Namira, 2022). In this study, researchers added a new independent variable, 

namely Perception of Security and the object of research conducted in this study, 

namely micro, small and medium enterprises in Pekanbaru City. 
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LITERATURE REVIEW & HYPOTHESIS DEVELOPMENT 

Unified Theory of Acceptance and Use of Technology 2 (UTAUT2) 

This study uses the grand theory Unified Theory Of Acceptance and Use of 

Technology 2 (UTAUT2) or the integrated theory of acceptance and use of 

technology developed by Venkatesh in 2012. The UTAUT2 model describes user 

acceptance of new technology in this study. This theory has a close relationship 

with interest in using non-cash transactions because it is based on the fact that to 

examine habitual factors, a user will use a technology if he has confidence and 

knowledge in using that technology (Antareza et al., 2021). 

 

Non-Cash Transactions 

According to Prasetya & Putra (2020) Non-cash transactions are payment 

instruments in electronic form that are prepaid and multi-purpose. According to 

Prasetya & Putra (2020) non-cash transactions are payment instruments in 

electronic form that are prepaid and multi-purpose. The rules regarding electronic 

money are summarized in Bank Indonesia Regulation No.11/12/PBI of 2009 

concerning Electronic Money (Electronic Money). 

 

Perceived Ease of Use 

Ease of Use has a relationship with the Unified Theory of Acceptance and 

Use of Technology 2 (UTAUT2) in this model users can accept a technology on 

the basis of ease of accessing data from top operators. Research that is in line with 

the description above, namely research conducted by Namira (2022) and 

Rahmawati & Yuliana (2020) who argue that perceptions of ease of use affect the 

intention to use non-cash transactions as a means of payment. Based on this 

description, the hypothesis can be formulated as follows: 

H1: Perceived Ease of Use Influences Decision Making on the Use of Non-

Cash Transactions. 

 

Perception of Usefulness 

The Unified Theory of Acceptance and Use of Technology 2 (UTAUT2) 

model explains that the emergence of a person's interest in the use of a technology 

by factors that provide positive benefits to its users. This description is in line 

with the research by Octaviana & Yusuf (2021) and Pratama & Suputra (2019) 

who argue that perceptions of usefulness influence interest in using e-money. 

Based on this description, the hypothesis can be formulated as follows: 

H2: Perceived Usefulness Influences Decision Making on the Use of Non-

Cash Transactions. 

 

Perception of Risk 

The Unified Theory of Acceptance and Use of Technology 2 (UTAUT2) 

model has four tools to be able to predict intentions with a level of accuracy for 

the key constructs, namely performance expectations, effort expectations, social 

influence and facilitating conditions. This description is in line with the research 

of Brahanta & Wardhani (2021) and Namira (2022) who argues that perceived 

risk influences interest in using e-money.  Based on this description, the following 

hypotheses can be formulated: 

H3: Perceived Risk Influences Decision Making on the Use of Non-Cash 

Transactions. 
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Perception of Security  

The Unified Theory Of Acceptance and Use of Technology 2 (UTAUT2) 

model is used as a theoretical foundation in helping to explain that a person will 

use a technology if he feels protected. This description is in line with research 

conducted by Lukito & Khairunnisa (2020) and Pitura et al (2018) who argue that 

perceptions of security affect the use of e-wallets. Based on this description, the 

following hypotheses can be formulated: 

H4: Perceived Security Influences Decision Making on the Use of Non-Cash 

Transactions. 

 

RESEARCH METHODS 

This research is a type of quantitative research. The data used in this 

research is primary data. The population in the study was 105,455. The sampling 

technique used simple random sampling technique with sample calculations using 

the slovin formula, namely 391 respondents. The research instrument used a 

questionnaire which was distributed to 391 micro small and medium enterprise 

in Pekanbaru City by submitting statements based on the indicators for each 

variable, namely: (1) non-cash transactions: user in daily life, telling other micro 

small and medium enterprise to participate in using, eligibility. (2) perceived ease 

of use: easy to use, ease of service. (3) perceived usefulness: payment speed, 

payment effectiveness. (4) risk perception: cannot function properly, is not safe, 

has too many risks. (5) security perceptions: trustworthiness, validity, avoiding 

viruses and counterfeit money. This research was conducted by testing the 

hypothesis using the SPSS 24 tool. 

 

RESEARCH RESULT 

Table 1 Partial Test Results (T test) 

Coefficientsa 
 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 
T 

Sig 

B 
Std. 

Error 
Beta  

1 (Constant) 9,687 1,275  7,599 ,000 

Perception of Ease 

of Use 
,683 ,163 ,308 4,199 ,000 

Perception of 

Usefullness 
,234 ,110 ,164 2,134 ,033 

Perception of Risk -,108 ,038 -,126 -2,829 ,005 

Perception of 

Security 
,149 ,051 ,144 2,930 ,004 

(Source: Data Processed by Researchers, 2023) 

 

The Influence of Perceived Ease of Use on Non-Cash Transactions 

Based on the results of the partial test (t test) the perceived ease of use variable 

has a positive total t-count value of 4.199 with a smaller significance value of 

0.05 which is equal to 0.000 <0.05, so it can be said that perceived ease of use 

influences decision making on the use of non-traditional transactions. cash so that 

H1 is accepted. This is because the owners of micro, small and medium 

enterprises as users of non-cash transactions have experienced the ease of use of 

non-cash transactions as a means of payment. The results of this study are also in 

accordance with the Unified Theory of Acceptance and Use of Technology 2 

(UTAUT2) where users can accept a technology on the basis of ease of use in 

accessing or using the technology. The results of this study support the results of 
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research conducted by Namira (2022) and Artina (2021) that perceived ease of 

use influences decision making on the use of non-cash transactions. 

 

The Influence of Perceived Usefulness of Non-Cash Transactions 

Based on the results of the partial test (t test) the perceived usefulness 

variable has a positive total t-count value of 2.134 with a smaller significance 

value of 0.05 which is equal to 0.033 <0.05, it can be said that the perceived 

usefulness influences decision making using non-cash transactions so that H2 is 

accepted. This is because there are benefits provided when using non-cash 

transactions such as effective and efficient buying and selling transactions so as 

to increase performance. This is in accordance with the Unified Theory of 

Acceptance and Use of Technology 2 (UTAUT2) which explains that an interest 

in technology can arise because of the positive benefits provided to its users. The 

results of this study support the results of research conducted by Namira (2022) 

and Ulurrosyad & Jayanto (2020) that perceptions of usefulness influence 

decision making on the use of non-cash transactions. 

 

The Influence of Perceived Risk on Non-Cash Transactions 

Based on the results of the partial test (t test) the risk perception variable 

has a negative t-count value of -2.829 with a smaller significance value of 0.05, 

which is 0.005 <0.05, it can be said that risk perception influences decision 

making using non-cash transactions so that H3 is accepted. This is because in a 

non-cash transaction, a person tends to see risk when there is uncertainty about 

the results that will occur from a non-cash transaction. This is in accordance with 

the Unified Theory Of Acceptance and Use of Technology 2 (UTAUT2) which 

explains that a person can accept technology if he can predict the risks that may 

occur by assessing how the performance, efforts, social and facilities exist in non-

cash transactions at that time. will make a decision.The results of this study 

support the results of research conducted by Desita & Dewi (2022) and Rodiah 

& Melati (2020) that perceived risk influences decision making on the use of non-

cash transactions. 

 

The Effect of Perceptions of Security on Non-Cash Transactions 

Based on the results of the partial test (t test) the security perception variable 

has a positive total t-count value of 2.930 with a smaller significance value of 

0.004 <0.05, it can be said that security perceptions influence decision making 

using non-cash transactions so that H4 is accepted. This is because the level of 

security plays an important role in determining to use non-cash transactions. The 

results of this study are in accordance with the Unified Theory of Acceptance and 

Use of Technology 2 (UTAUT2) that a person will use a technology if he feels 

protected both internally and externally. The results of this study support the 

results of research conducted by Rahmawati & Yuliana (2020) and Suryati (2021) 

that perceptions of security influence decision making on the use of non-cash 

transactions. 

 

CONCLUSION 

The results in this study are: 

i. Perceived ease of use influences decision making on the use of non-cash 

transactions in micro, small and medium enterprises in Pekanbaru City. 

ii. Perceived usefulness influences decision making on the use of non-cash 

transactions in micro, small and medium enterprises in Pekanbaru City. 
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iii. Perceived risk influences decision making on the use of non-cash 

transactions in micro, small and medium enterprises in Pekanbaru City. 

iv. Perceptions of security influence decision making on the use of non-cash 

transactions in micro, small and medium enterprises in Pekanbaru City. 
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ABSTRACT 

 

The study aims to analyze and determine the role of spirituality on practitioner 

accountant’s working environment to the effect of good governance and hierarchy 

culture on accountant performance in East Java. This study uses questionnaire to 

obtain the data, by distributing it through social media. Data is processed by 

using statistical software, namely Smart-PLS software. The sampling technique 

used was accidental sampling, the respondents in this study were practicing 

accountants working in the East Java region. The result of this study shows that 

spirituality at work has a significant role on accountant performance which 

affected by good governance and hierarchy culture. Hierarchy culture as a type 

of corporate culture which focuses on creating unique organizational structure 

through the implementation of certain policy as well as introducing the hierarchy 

of power and position. These cultural conditions certainly have an impact on 

employee psychology, thus affecting performance. Furthermore, good 

governance is one of the most important parts of employees being willing to work 

productively. Spirituality helps strengthen that influence, by providing a different 

circumstance of working experience. 

Keywords: Spirituality, Good Governance, Hierarchy Culture, Accountant, 

Performance 

 

INTRODUCTION 

One of factors that had big contribution for the successful organization is 

employee, both in private and public organizations. The good employees always 

trying to give their best to achieve several levels of company standards, in the 

form of behavior (Mennita & Puspita, 2022). Behavior can leads to feelings of 

ownership and loyalty, extra roles in tasks and cooperation (Mennita & Abdillah, 

2022). Within organizations culture and policy, different departments may benefit 
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from different structure or stratifications. In some cases, hierarchy is one of an 

unavoidable part of the workplace. The dominance in the workplace can also be 

problematic and creating dysfunctional power dynamics (Greer et al., 2018). To 

solve the problem that already face, Greer et al., (2018) believes that the 

expression of hierarchy can be moderated, by learn to behave in a way that’s less 

of hierarchical. Greer et al., (2018) proved that hierarchical culture in 

organization has significant impact to employee performance. The problem that 

is focused on is the spirituality in workplace, good governance and its hierarchical 

culture to accountant’s performance. The accountant's personality which basically 

functions as an individual's performance and attitude towards life (Nuckcheddy, 

2018). Accountability is a notion that is close to responsibility, but more than just 

responsibility, but can be interpreted as something that comes from personal 

spirituality and influences individual responses (Mennita & Soeherman, 2019a). 

Accountability can be described in several perspectives, for example economic 

and moral which lead to opinions and how to define the responsibility of business 

entities and individuals (Mennita & Soeherman, 2019b).  

The phenomenon of mental health is a special problem in the world (WHO, 

2019), which has responsibility and heavy workload as well as constantly 

changing regulations make accounting department can potentially easily be 

distracted with very low behavior. This concern also makes accountants 

sometimes feel dissatisfied with their work (Faragher et al., 2005), thus impact to 

their performance. In addition to related results Judge et al., (2001) also proved 

behavior to be one of the strongest correlations to job performance. This is what 

makes the importance of the individual in choose and determine the decision to 

pursue a field so that they can achieve performance to a certain level. The last 

five years have seen growing focus in spirituality at work such as Ashmos, D. P. 

& Duchon, D., ( 2000); Benefiel, M. et al., (2014); Dean, (2017); and Howell, 

(2013). Spirituality at work was linked with a number of outcomes such as 

boosting the commitment, productivity, job satisfaction, lower employee 

frustration, OCB and performance (Mennita & Priyanto, 2022; Pawar, B. S., 

2017; Verlinden, 2022).  

In other cases, the implementation of good governance also significantly 

has impact to the performance of institutions, through their employee 

performance (Wahyuni-TD et al., 2019). Agnesia et al., (2020) also proved that 

good governance had significant impact to performance in the public sector. A 

comparative study also proved that better good governance quality had higher 

performance (Kaufmann & Anne Lafarre, 2020). Based on previous research, this 

research aims to re-examine the effect of good governance and hierarchical 

culture on performance through workplace spirituality of accountants. The 

company's accountant as one of the pillars that greatly impacts the operational 

performance of the organization is a crucial point to be the subject of study. 

 

RESEARCH METHOD 

This study using a quantitative research method, with Smart-PLS software 

as an analytical tool. The research data used is primary data through collecting 

the answered of questionnaire. The variables used include exogenous variables, 

namely good governance and hierarchical culture; mediating variable namely 

spirituality at work; and endogenous variables is accountant performance. The 

research population is practitioner accountants who are then selected to use 

simple random sample method, and produce a number of 101 respondents 

according to the guidelines from Hair, Joseph F. et al., (2006) a number of 100-
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200 respondents. Data collection techniques with methods survey, namely 

distributing questionnaires through social media WhatsApp, Google mail and 

Instagram with Google Form. The questionnaire uses a Likert Scale with five (5) 

alternative answers namely: Strongly agree (5), agree (4), neutral (3), disagree 

(2), and strongly disagree (1). Classification and indicators used are as follows: 

 

Table 1 Classifications and Indicators of Variables 
Classification Indicator of Variables 

Endogenous Variable Performance (Prastiwi et al., 

2022) 

Work disciplines 

 Work Morale 

Exogenous Variable Spirituality at Work 

(Ashmos, D. P. & Duchon, 

D., 2000) 

Inner Life 

 Meaningful Work 

 Sense of Community 

Hierarchical culture (Greer et 

al., 2018) 

Task Oriented 

 Relation Oriented 

 Change Oriented 

 External Oriented 

Mediating Variable Good Governance 

(Kaufmann & Anne Lafarre, 

2020) 

Transparancy 

Accountability 

Responsibility 

Fairness 

Independency 

 

The formulation of the hypothesis in the research model proposed in this study is 

as follows: 

 
Figure 1 Research Model 

 

Research Hypothesis: 

H1 : Good Governance had significant effect to Spirituality at Work 

H2 : Hierarchical culture had significant effect to Spirituality at Work 

H3 : Spirituality at Work had significant effect to Performance 

H4 : Hierarchical culture had significant effect to Performance 

H5 : Good Governance had significant effect to Performance 
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RESULT AND DISCUSSION 

Smart-PLS Statistical Result 

The results of Goodness of Fit in the PLS model are measured by the 

predictive Q-square value, to determine the Goodness of Fit produced by the 

model and its parametric estimation. The evaluation uses predictive relevance 

value (Q2). The R2 value for each endogenous variable is as follows: 

 

Table 2 R-Square Value 
 

Endogenous Variable 
R2 

Spirituality at Work 0,616 

Performance 0,870 

Source: Data Analysis with Smart-PLS, 2023 

 

Based on table 2, the calculation of Q-Square predictive relevance is: 

Q2 = 1 – (1-R12) (1-R22) 

 = 1 – (1 – 0,616) (1 – 0,870) = 0,950 

 

The calculation above shows that the predictive value is 0.950 or 95%, so 

that the research model is feasible to have relevant predictive value. The 

predictive relevance value of 95% indicates that the diversity of data and 

information that can be explained by the model. While the remaining 2% can be 

explained by other variables (not included in the model) and errors. This means 

that the model created by Smart-PLS is fit. Structural model testing is carried out 

to see the relationship between the constructs of the research model. The basic 

assumption for testing the hypothesis is the output value in Table 3 below: 

 

Table 3 Inner Weights 
Construct Variables Path 

Coefficient 

t-

Statistics 

p-value Results 

Good Governance → 

Spirituality at Work 

0,211 2,882 0,058 Significant 

Hierarchical culture → 

Spirituality at Work 

0,380 1,246 0,020 Significant 

Spirituality at Work → 

Performance 

0,274 1,780 0,347 Significant 

Hierarchical culture → 

Performance 

0,453 4,119 0,050 Significant 

Good Governance →  

Performance 

0,065 0,511 0,465 Significant 

Source: Data Analysis with Smart-PLS, 2023 

 

Good Governance had significant effect to Spirituality at Work and 

Performance 

Based on the results of statistical testing using the Smart-PLS software it’ s 

proved that good governance has effect on the performance of accountants with 

a significance value of 0.058 and 0.465. In this case, companies that implement 

good governance will foster or support a spiritual work environment, which 

continues to improve performance in order to contribute to organizational 

performance. This research in line with the results of Firdayanti, (2022) which 

states that all individuals react and interact with other individuals in the form of 

attitudes, behaviors, and actions that are dynamic. The researcher concluded that 
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if the governance is good, the behavior of the members of the organization will 

increase so that the performance will easy to achieve with a lot of collaborations 

(Precious et al., 2020). 

The results of the study show that transparency and accountability play a 

big role in growing employees towards the company, so that they can more easily 

reach a certain level of performance (Nmai & Eric Delle, 2014). Furthermore, 

research also proves that performance can be achieved if employees feel that the 

company where they work contains spiritual principles, such as a sense of 

community, comfortable with work in the form of meaningfulness and a 

conducive social environment (Mennita & Tias, 2023). 

 

Hierarchical culture had significant effect to Spirituality at Work and 

Performance 

Based on the results of statistical testing using the Smart-PLS software it’ s 

proved that hierarchical culture has effect on the performance of accountants with 

a significance value of 0.020 and 0.050. This research in line with the results of 

Greer et al., (2018) which states that hierarchical culture had effect to 

performance. Furthermore, Alas & Mousa, (2016) have proved that 

organizational culture affirmed its significance roles in satisfying individuals' 

inner feeling and the needs of self-actualization. Organizational culture represents 

the “unique” personality of any organization, and has tremendous role in shaping 

organization orientations in current and future (Purwana et al., 2020). Lewis, D., 

(2002) affirm the importance role of culture in determining success or failure of 

organization, both private and government sectors. Such organizations 

understand that developing their human capital can no longer stay without a 

carefully planned the best practices to enhance and satisfy the employee. 

Recently, Ashmos, D. P. & Duchon, D., (2000) has demonstrated a growing 

interest in spirituality at workplace in modern business organizations. One of the 

main reasons for such growing interest is employees’ psychology or pressure 

when organizations set very high targets for them (Makiah et al., 2018).  The 

phenomenon that accountant already face today is the struggle to answer the 

questions about what they do and how it’ s to be done, so that a number of global 

organizations starting to organize and putting the spirituality vibes on 

organization, for example Google and Pizza Hut. 

 

Spirituality at Work had significant effect to Performance. 

Based on the results of statistical testing, it’ s proved that spirituality at work 

has effect on the performance of accountants with a significance value of 0.347. 

This study shows that spirituality in the workplace has a direct effect on 

performance. This research is in line with research of Dean, (2017); and Prastiwi 

et al., (2022) which states that the performance of accountants or employees is 

influenced by spirituality in the workplace. It caused by the employee feelings 

like comfortable, have a positive and supportive work environment, have 

meaningful work, and achieve personal satisfaction with the work they do. 

Accountants also feel that the pressure experienced in their work can be 

neutralized with this spirituality at work. 
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Table 4 Direct and Indirect Effect Result 
Exogenous Variables Effect 

Total Effect 
Direct Indirect (Y1) 

Good Governance  → Performance 0,002 0,170 0,172 

Hierarchical culture  → Performance 0,017 0,083 0,100 

Spirituality at Work  → Performance 0,105 0,115 0,220 

Source: Data Analysis with Smart-PLS, 2023 

 

Table 4 also show that there is mediating effect from spirituality at work to 

the effect of good governance and Hierarchical culture to Performance. 

Theoretically, the findings show that spirituality is one of factors considered in 

organizational theory, especially on behavioral aspect. Practically, this finding 

provides insight into the organizations to had attention to their employee’s 

spiritual needs. Thus, the results of this study have implications for organizations 

to support and develop spirituality practices in the workplace. 

 

DISCUSSION 

The specific components are organizing, clarifying rules and objectives are 

always focuses on development Human Resource quality as known as human 

capital. Redirected resources to continue to develop their performance will 

develop the innovation, collective learning or knowledge, and adaptation to the 

external environment. Where the company's unique policies are usually seen in 

organizational culture, which in this study is shown through a hierarchical culture. 

In several companies there is a policy that indicates a hierarchy, both in terms of 

duties, positions and job stratification. This phenomenon causes the 

psychological condition of some employees to be disrupted and has an impact on 

spirituality in the workplace at the point of a sense of community.  

However, not all employees are affected by a hierarchical culture, it means 

that they are motivated to be more productive, so that it has increasing mode of 

meaningful work in spirituality at work and also their own performance. It also 

caused the competition climate in the workplace is increasingly felt and gives 

unhealth competition. This study also shows that a hierarchical culture influences 

performance, which is indirectly due to disturbed spirituality in the workplace. 

Where spirituality in the workplace affects the performance of accountants. On 

the other hand, corporate governance is also an important focus that influences 

spirituality and performance. This is because governance plays an important role 

in creating employee engagement to perform well. 

 

CONCLUSION  

Good governance and hierarchical culture affect the performance of 

accountants. Accountants feel that companies with good governance provide 

rewards and good service to their employees, in other words they can appreciate 

the performance of accountants well. In addition, support from spirituality in the 

workplace strengthens the effect of good governance on performance. On another 

perspective, the hierarchical culture has a direct effect on spirituality and 

performance. This is because the existence of stratification causes a decrease in 

spirituality in the workplace which also impacts on employee performance. The 

results of this study indicate that spirituality in the workplace has a significant 

role on the performance of accountants which is influenced by good governance 

and a culture of hierarchy. Hierarchical culture as a type of corporate culture that 
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focuses on creating a unique organizational structure through implementing 

certain policies and introducing a hierarchy of power and position. These cultural 

conditions certainly have an impact on employee psychology, thereby affecting 

performance. Furthermore, good governance is one of the most important parts 

of employees wanting to work productively. Spirituality helps strengthen that 

influence, by providing a different work experience. 
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ABSTRACT 

 

The purpose of this study is to find out the picture and analyze the performance 

of PT. Aftech Makassar Indonesia uses a balanced scorecard approach in terms 

of finance and non-finance. The object of this research is PT. Aftech Makassar 

Indonesia in the observation period. With a research approach, namely 

qualitative and quantitative analysis by measuring the performance of financial 

perspectives, customer perspectives, internal business perspectives and learning 

and growth perspectives.The results of this study show that from the processing 

of seven indicators used by researchers at PT. Aftech Makassar Indonesia, 

performance of PT. Aftech Makassar Indonesia as a whole in terms of four 

perspectives of the balanced scorecard approach  is at a percentage level of 

57.14%. What percentage results are obtained in the range of 40%-60% on the 

Likert scale which is categorized as quite satisfied.  

 

Keywords: internal business perspective, financial perspective, customer 

perspective, learning and growth perspective. 

 

INTRODUCTION 

Business development today is increasingly rapid, many companies are 

increasingly innovative in producing new businesses and various kinds of 

companies are emerging. This resulted in the level of competition between 

companies getting tighter and more competitive, causing major changes in terms 

of competition, production, marketing, human resource management, and 

handling transactions between companies with consumers and companies with 

other companies.  

In the face of these changes, companies are required to prepare themselves 

to face global competition.  The tight global competition encourages companies 

to be more professional in managing their business in order to be able to develop 

their business to a greater level. With global competition, companies are faced 

with determining strategies in managing their business. One of the efforts that can 

be done by the company is to formulate and perfect business strategies. Therefore, 

a tool is needed to measure performance so that it can be known the extent of the 

strategy and goals that the company will achieve.  

Performance appraisal is a very important factor in the business world, 

because it can determine the effectiveness of implementing a strategy and its 

application in a certain period of time by referring to predetermined standards. 

Performance appraisal can detect weaknesses or shortcomings that still exist in 

the company, for further evaluation and improvement in the future. 

So far, what is commonly used in companies is traditional performance 

measurement which only focuses on the financial sector. Performance 

measurement with this system causes the company's orientation only on short-

term profits and tends to ignore the company's survival in the long run. 

Performance measurement that focuses on the financial sector alone is less able 

mailto:ummukalsum.ak@umi.ac.id
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to measure the performance of intangible assets and intellectual assets (human 

resources) of companies. In addition, performance measurement in this way is 

also less able to talk much about the company's past, less attention to the external 

sector, and is not able to fully guide the company in a better direction (Kaplan 

and Norton, 1996: 7). 

Because of some of these weaknesses, the idea arose to measure non-

financial performance. Kaplan and Norton (1996) developed a concept called 

Balanced Scorecard which consists of two words, namely scorecard (scorecard) 

and balanced (balanced). A scorecard is a card used to record the score of a 

person's or company's performance results. The word balanced means that 

personnel performance is measured equally from two aspects, namely financial 

and non-financial aspects, short and long term, or external and external.  

Balanced Scorecard is a tool to translate the company's vision, mission and 

strategy into a comprehensive performance measurement and produce a 

framework of management systems and strategic measurements. In the Balanced 

Scorecard, performance measurement is based on four perspectives, namely 

financial perspective, customer perspective, internal business perspective and 

learning and growth perspective. The company that is the object of research is PT. 

Aftech Makassar Indonesia is located in Makassar City, South Sulawesi Province, 

which is engaged in processing mineral water packaging plastics. So far, 

performance measurements carried out by PT. Aftech Makassar Indonesia still 

uses traditional methods, namely by measuring performance from the financial 

sector only. This measurement is still considered inadequate because it only uses 

general standards of financial assessment and ignores non-financial aspects. 

The balanced scorecard maintains a financial perspective because it is 

useful in summarizing the consequences of measurable economic actions taken 

by companies. Financial objectives serve as the focus for strategic objectives and 

measure all perspectives in the balanced scorecard. The possible loss of control 

over the company has motivated many executives to understand the importance 

of valuing and processing shareholder expectations. When defining value to 

shareholders, management must consider the stages in the business life cycle. 

Kaplan and Norton (1996: 42) the business life cycle is divided into three stages, 

namely: growth, sustain and harvest.  

The most important element in a business is customer needs. Before 

conducting customer analysis, according to Gaspersz (2005: 52) it is necessary to 

identify customers based on several considerations or characteristics, namely: 

geographical considerations, general activities of buyers, position or 

responsibility of buyers, and personal characteristics of buyers. Kaplan and 

Norton (1996:83), managers must be able to identify important internal processes 

that companies are required to perform well because internal business processes 

have values that consumers want and can provide the returns expected by 

shareholders. Stages in internal business processes include innovation process, 

operation process and after-sales service.  

On this learning and growth perspective identifies the infrastructure that 

companies must build to improve growth and long-term performance. This 

learning and growth process comes from human resource factors, systems, and 

organizational procedures. Included in this perspective is employee training and 

corporate culture related to individual and organizational improvement. 

Results from measurements of the previous three perspectives will usually 

show a large gap between the capabilities of current people, systems, and 

procedures and those needed to achieve desired performance. This is the reason 
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why companies must invest in these three factors to encourage the company to 

become a learning organization. From these four perspectives, there is a causal 

relationship which is a description of goals and measurements from each 

perspective. The relationship between various strategic objectives produced in 

strategic planning with the Balanced Scorecard framework promises to increase 

the company's ability to produce financial performance. This ability is 

indispensable for companies entering a competitive business environment. 

 

RESEARCH RESULTS 

Customer Perspective 

Customer perspective measurement is carried out to measure the level of 

customer satisfaction with the attributes of price, quality and service time. 

Customer satisfaction reflects the company's ability to satisfy customer needs for 

the products it uses. The number of questionnaires distributed was 30 

questionnaires given to customers of PT. Aftech Makassar Indonesia. The total 

questions in the questionnaire are 8 questions. To find out whether the measuring 

instrument used is appropriate, a test of data validity and reliability is carried out 

using SPSS 25. 

 

Internal Business Perspective 

From an internal business perspective, using supplier lead time 

measurement, is the amount of time that usually elapses between the time an order 

is received by a supplier and the time an order is shipped. The issue of time is a 

major concern for companies if the company wants a short lead time. Reducing 

supplier lead times can provide benefits for the company. According to company 

data, the average grace period for ordering raw materials for production purposes 

is 7 days. 

 

Learning and Growth Perspectives 

In the perspective of learning and growth, two measurements are used, 

namely the Employee Satisfaction Index and employee productivity. 

 

Employee Productivity 

Employee productivity  =  
Laba operasi

Jumlah karyawan
 

 

Productivity in 2014  =  
335.421.101

44
 

= 7,623,206 

 

Productivity in 2015  =  
324.168.626

42
 

=  7.718.300 

 

Productivity in 2016  =  
332.399.318

45
 

=  7.386.651 

 

Financial Perspectives 

The objective of this financial perspective is to meet the expectations of 

stakeholders. One of them is by improving the company's operating performance. 

So that the profit generated can increase. 
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The measure of financial performance provides a reference to whether or 

not the company's strategy contributes to the increase in company profits. 

Performance measures used include: 

 

Table 1 ROA Calculation 

Year 

Earnings After 

Interest and Tax 
Total Assets ROA 

A B C = A : B x 100% 

2014 334.681.401 32.607.587.909 1,03% 

2015 323.263.126 33.538.486.395 0,96% 

2016 331.485.266 33.962.302.629 0,98% 

Source: Processed Data 

 

Table 2 Current Ratio Calculation 

Year 
Current Assets 

Current 

Liabilities 
Current Ratio 

A B C = A : B x 100% 

2014 808.936.909 726.163.074 111,40% 

2015 2.153.186.312 1.687.684.774 127,58% 

2016 3.158.119.546 1.880.015.742 167,98% 

Source: Processed Data 

 

Table 3 NPM calculation 

Year 

Earnings After 

Interest and Tax 
Sales NPM 

A B C = A : B x 100% 

2014 334.681.401 10.519.371.638 3,18% 

2015 323.263.126 9.934.061.950 3,25% 

2016 331.485.266 11.729.085.765 2,83% 

                Source: Processed Data 

 

Based on the results of data processing, four balanced scorecard 

perspectives at PT. Aftech Makassar Indonesia can be presented a table that 

summarizes the results (score) of the company's overall performance. Below is a 

summary table of Performance measurement results. 

 

Table 4 Summary of the results of performance measurement of PT. Aftech 

Makassar Indonesia 

Perspective Standard 
State of the 

Company 

Performance 

Appraisal 

Customer: 

Customer Satisfaction 
816 - 1008 964 Enough 

Internal Business: 

Supplier Lead Time 
7 days 7 days Enough 

Learning and Growth: 

Employee Satisfaction 

Employee Productivity 

1020 – 1260 

 

7.718.300 

1252 

 

7.386.651 

Enough 

 

Bad 

 

Finance: 

ROA 

Current Ratio 

NPM 

 

30% 

200% 

20% 

 

0,98% 

167,98% 

2,83% 

 

Bad 

Enough 

Bad 
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DISCUSSION 

From the summary of the results of the performance appraisal of PT. Aftech 

Makassar Indonesia, then made a scale to assess the overall performance of the 

company using a balanced scorecard approach so that the company's 

performance can be said to be bad, sufficient, or good. Of the total seven 

benchmarks used in the four balanced scorecard perspectives, none of them 

exceeded the established standards. Four benchmarks achieve or meet the 

established standards, namely current ratio, customer satisfaction, supplier lead 

time, and employee satisfaction. While the other three benchmarks did not reach 

the set standards, namely ROA, net profit margin, and employee productivity. 

Thus, the total percentage of performance achieved is as follows: 

 

Total Performance Percentage  = 
Jumlah standar yang dicapai

Jumlah ukuran kinerja yang digunakan
 X 100% 

Total Performance Percentage = 
4

7
 x 100% 

     = 57.14% 

 

From the results of the calculation of overall performance benchmarks, it is 

known that the percentage of performance produced by PT. Aftech Makassar 

Indonesia through a balanced scorecard approach is 57.14% of the total 

benchmarks produced. This shows that the performance of PT. Aftech Makassar 

Indonesia as a whole is in the range of 40% - 60% on the scale of performance 

achievement which is categorized as quite satisfied. 

 

0% - 20%  categorized as very dissatisfied.  

20% - 40%   categorized as dissatisfied.  

40% - 60%   categorized as moderately satisfied. 

60% - 80%  categorized as satisfied.  

80% - 100%  categorized as very satisfied.   

(Sugiyono, 2004) 

 

The results obtained from the tabulation of performance measurement of 

PT. Aftech Makassar Indonesia using four balanced scorecard perspectives shows 

that the company's performance is in the category of quite satisfied. This can be 

seen from the employee satisfaction index which gets at point 1252 in the 

questionnaire score or is in the satisfied category which contributes to the decline 

in employee productivity levels which decreased by 4.30% compared to the 

previous year.  

The service carried out by the company causes the level of customer 

satisfaction on the questionnaire to be in the satisfied category which reflects the 

level of customer satisfaction has reached the category of quite satisfactory. The 

results obtained from the customer's perspective lead to the level of profitability 

of the company which is measured using ROA which is below the standard used, 

namely the industry standard according to cashmere (2008). In addition, the 

company's efficiency level also decreased due to an increase in employees in 2016 

and an increase in the company's total assets from year to year but was not 

followed by comparable profit growth in the previous year. Nevertheless, the 

company was still able to maintain the company's liquidity despite the increase in 

assets from year to year which affected the increase in current debt in 2015 by 

132.41% and continued to increase in 2016 by 11.40%. 
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CONCLUSION 

Based on the results of the analysis and discussion that have been presented, 

researchers can draw conclusions based on measurements using a balanced 

scorecard approach in terms of finance and non-finance. The results of the overall 

performance analysis through a balanced scorecard approach show that the 

performance of PT. Aftech Makassar Indonesia has had a fairly good 

performance. However, companies need to try to improve good relationships with 

customers, employees and suppliers. In addition, companies should also make 

new innovations that can improve company performance. Company assets are 

also things that need more attention. With large enough assets coupled with 

maximum utilization, the company is expected to be able to generate large profits 

and be able to advance the company.  
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ABSTRACT  

This study aims to determine the effect of the management control system on 

organizational performance mediated by the management innovation variable, 

where the management control system is combined with two different control 

levers: the enabling (beliefs and interactive) and the constraining (boundary and 

diagnostic), and management innovation which consists of four dimensions (new 

management practice, management process, organizational structure and 

management technique). The method used in this research is quantitative. The 

research sample uses primary data by distributing questionnaires. There are 9 

Regional Apparatus Organizations that are sampled in this study based on 

predetermined criteria (purposive sampling). Data analysis was performed by 

path analysis using the WarpPLS 7.0 program.  The results showed that the 

management control system both the enabling and constraining management 

control systems have a positive effect on organizational performance. And both 

the enabling and constraining management control systems have a positive effect 

on management innovation. Meanwhile, management innovation has a partial 

effect, where organizational structure has a negative effect on organizational 

performance and management techniques have a positive effect on organizational 

performance. On the other hand, new management practices and management 

processes show no significant effect on organizational performance. 

Keywords: Management Control System, Management Innovation, 

Organizational Performance. 

 

INTRODUCTION 

Organizational performance is the result of work that can be achieved by a 

person or group of people in an organization in accordance with their respective 

authorities and responsibilities in order to achieve organizational goals 

(Dharmayanti & Lestari, 2017). The COVID-19 pandemic has put pressure on the 

government's performance to act quickly in dealing with COVID-19 problems, 

such as an insufficient budget for spending, negotiating contracts, and declining 

revenues for both central and regional governments, thus creating challenges in 

regional financial management (Basri & Gusnardi, 2021). As experienced by the 

Regional Government of Serang Regency. An effective management control 

system is essential in managing change and achieving organizational goals. In 

addition, Indonesia faces challenges in innovation and quality of public services, 

highlighting the need for management innovation.  

Under the current condition, Indonesian innovation based on the 2022 

Global Innovation Index report, Indonesia's innovation rating is still low at 75th 

out of 132 countries. Then Indonesia's competitiveness ranking globally ranks 45 

where the lowest indicator is innovation and technology adoption with a value of 

37.7. Then the demands for improving the quality of public services and the low 

mailto:rismannursyamsir@gmail.com
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trust of the public and the business world towards the bureaucracy. (Ministry of 

Home Affairs Research and Development). 

Therefore, the importance of management control systems in managing 

change effectively by integrating the relationship between management control 

systems and management innovation. Because creativity provides new ideas and 

facilitates the adaptation necessary to survive and compete in a changing 

marketplace (Amabile et al. 1996; Anderson et al. 2014; Shaley et al. 2004). 

Meanwhile, management control facilitates strategic alignment of objectives 

among organizational members and supports efficiency (Gilson et al. 2005; Hirst 

et al. 2011). MCS is defined by Simons (1987) that MCS is seen as formal 

procedures and systems that use information to achieve or change various patterns 

in an organizational activity. Simon (1995) introduced four forms of control 

systems called the levers of control, consisting of: belief systems, relating to 

control over the core values of the organization, such as the vision, mission of the 

organization; then the boundary system, related to controlling employee behavior 

on what they cannot do, for example limiting ethical behavior; interactive control 

system, related to controlling the process of two-way communication between 

managers and subordinates at various levels of the organization, for example 

management involvement; diagnostic control systems, related to controls in terms 

of monitoring organizational results and correcting deviations, for example 

budget monitoring. 

Research on strategic uncertainty and competitive advantage has been 

widely carried out. Among these are studies that contributes to the MCS 

contingency literature by providing insight into the impact of changing strategy 

on MCS (Kober et al., 2003), the two-way relationship between MCS and 

strategy, the relationship between top management team professionalism in the 

use of interactive controls and diagnostics (Naranjo-Gil & Hartmann, 2006) and 

the use of controls across organizational life cycle stages (Su et al, 2017). 

Many studies have conceptualized MCS using four control levers (Su et al., 

2015; Widener, 2007), while research combining these four control levers is still 

rare. As research conducted by Baird et al (2019) uses two different combinations 

of these control levers, namely the enabling lever (which consists of a belief 

system and an interactive control system) and the constraining lever (which 

consists of a boundary system and a diagnostic control system). An enabling lever 

is a lever that can create intrinsic motivation by creating a positive information 

environment that encourages information sharing and learning. While 

constraining levers are levers that provide explicit goals, formula-based rewards, 

and clear boundaries for opportunity-seeking behavior. 

And management innovation plays an important role in increasing 

competitive advantage and therefore can assist organizations in improving 

organizational performance (Hamel, 2007; Mol and Birkinshaw, 2006). 

Management innovation can be defined as a difference in form, quality, or state 

over time from management activities in an organization, where the change is a 

novelty or an unprecedented departure from the past (Hargrave & Van de Ven, 

2006; Van de Ven & Poole, 1995: 512). Birkinshaw (2008) defines innovation 

management as the implementation of new managerial practices (related to 

organizational rules and procedures), managerial processes (related to 

organizations implementing management systems), organizational structure 

(related to updating of organizational structure elements), managerial techniques 

(related to with the techniques or tools used in carrying out organizational control) 
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Therefore, this study will examine the mediating role of management innovation 

in the relationship between enabling and constraining MCS and organizational 

performance. This study concentrates on management innovation using the four 

dimensions referred to by Birkinshaw et al (2008), namely new managerial 

practices, managerial processes, organizational structures and managerial 

techniques. 

 

LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT 

Contingency Theory 

Contingency theory is a behavioral theory that the essence of contingency 

states that the effectiveness of a company comes from aligning or adjusting the 

company's characteristics with possibilities that reflect the company's situation 

(Donaldson, 2001). Contingency is any variable that moderates the influence of 

organizational characteristics on performance. 

 

The Relationship Between Management Control System and Organizational 

Performance 

Based on the contingency theory, states that contingency factors are 

interrelated. Business environment, strategy, and control are three important 

contingency factors that have a correlation between them. While higher 

performance can be realized by adjusting or matching these factors. Simon 

introduces a control system consisting of belief, boundary, diagnostic and 

interactive systems can manage strategic uncertainty and increase competitive 

advantage. Systems that enable facilitate experimentation and creativity, so as to 

encourage creativity to improve performance (Simon, 2000). Therefore, we 

hypothesize that using an activating joystick will result in higher organizational 

performance: 

H1: Enabling MCS will be positively related to organizational performance. 

 

Besides the enabling system of Simon's control system form is a 

constraining system. According to (Mundy, 2010, p., 500) constraining systems 

facilitate control. Restricting levers focus on defining an organization's operating 

domain and monitoring its performance to ensure efficiency and effectiveness. 

Therefore, we hypothesize that the use of constraining levers of control will result 

in higher organizational performance: 

H2: Constraining MCS will be positively related to organizational 

performance. 

 

The Relation Between Enabling MCS and Management Innovation 

In contingency theory, the essence of contingency states that the 

effectiveness of a company comes from aligning or adjusting the company's 

characteristics with possibilities that reflect the company's situation (Donaldson, 

2001). Belief systems by imparting organizational values and beliefs can motivate 

“organizational participants to seek and create opportunities to complete the 

overall corporate mission” (Simons, 2000, p. 303), thus, serving to facilitate 

management innovation. Likewise, an interactive approach to using controls 

ensures widespread discussion and communication among employees, thus, 

facilitating greater experimentation and creativity (Simons, 2000). Therefore, in 

relation to the new management practices that are practices that are carried out as 

part of their daily work, we argue that control that activates provides support for 

creativity. Thus, we hypothesize that: 
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H3: Enabling MCS will be positively related to new management practices. 

Controls that activate in relation to management processes that refer to the 

routine work of managers, which include strategic planning, project management, 

and performance appraisal (Hamel, 2006, 2007; Birkinshaw et al., 2008), we 

argue that belief systems are the basic values of management processes and 

interactive approaches are used to communicate from the management processes 

to employees. Thus, we hypothesize that: 

H4: Enabling MCS will be positively related to the management process. 

 

Controls that activate in relation to the organizational structure, it can be 

said that the company's basic values can align employees to work according to 

company goals (Simon, 2000) and the organizational structure regulates 

communication between leaders and subordinates or at the same level 

(Birkinshaw et al, 2008). Thus, we hypothesize that: 

H5: Enabling MCS will be positively related to organizational structure. 

 

Controls that enable in relation to management techniques, management 

techniques involve the tools, approaches, or techniques adopted within the 

business framework (Waddell & Mallen, 2001). It can be said that enabling 

control serves as the main value to be achieved in using management techniques. 

And interactive control becomes a communication tool used in the management 

technique. So, we hypothesize that: 

H6: Enabling MCS will be positively related to management techniques. 

 

The Relation Between Constraining MCS and Management Innovation 

In contingency theory, constraining levers are the control of the MCS 

research contingency framework, while management innovation is a contingency 

factor that influences the relationship between MCS and organizational 

performance. It could be argued that the constraining levers limit creativity and 

innovation, but these factors provide management with the stability in 

performance necessary to explore opportunistic possibilities. As with the study of 

Spekle et al, (2017) that constraining control provides a structure to support 

innovation. Therefore, the stronger the overall control in terms of maintaining 

control over performance, the greater the opportunity for management to explore 

their creative side through management innovation new management practices. 

So, we hypothesize that: 

H7: Constraining MCS will be positively related to new management 

practices. 

 

Constraining controls in relation to management processes that refer to the 

routine work of managers, which include strategic planning, project management, 

and performance appraisal (Hamel, 2006, 2007; Birkinshaw et al., 2008), we 

argue that boundary systems and diagnostic approaches are limiting control of the 

management process but providing the stability in performance necessary to 

explore opportunistic possibilities. Thus, we hypothesize that: 

H8: Constraining MCS will be positively related to management process. 

 

Constraining controls in relation to organizational structure, it can be said that 

control limits can provide stability for employees to work according to company 

goals and organizational structures provide control limits that support innovation 

(Spekle et al., 2017). Thus, we hypothesize that: 
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H9: Constraining MCS will be positively related to organizational structure. 

 

Constraining controls in relation to management techniques, management 

techniques involve the tools, approaches, or techniques adopted within the 

business framework (Waddell & Mallen, 2001). Many studies have reported that 

formal management accounting and control systems (MACS) can contribute to 

innovation with Simons (1995), Speklé et al., (2017) and Bisbe and Magueno 

(2009) showing that tensions between different types of formal MACS drive 

innovation. So, we hypothesize that: 

H10: Constraining MCS will be positively related to management techniques. 

 

The Relation Between Management Innovation and Organizational 

Performance 

Based on the contingency theory, management innovation is part of a 

business strategy which is a contingency factor in the relationship between the 

management control system and organizational performance. Management 

innovation plays an important role in increasing the efficiency and effectiveness 

of internal organizational processes (Walker et al, 2010). So, the research 

hypothesis is as follows: 

H11 = New management practices will be positively related to organizational 

performance. 

 

In particular, compared to technological and product innovation, 

management innovation is more systemic, and more difficult to observe and 

imitate, thus leading to long-term competitive advantage of organizations 

(Hamel, 2006, 2007). So, the research hypothesis is as follows: 

H12: The management process will be positively related to organizational   

performance. 

 

Mol & Birkinshaw (2009) consider innovation management as a goal-

oriented activity, which intends to improve organizational performance. We think 

that the updated organizational structure is conducive to organizational 

performance, as General Motors achieved their success due to innovations in their 

organizational structure. So, the research hypothesis is as follows: 

H13 = Organizational structure will be positively related to organizational 

performance. 

 

In the auto industry, Toyota remains in a dominant position in a highly 

competitive industry because of its management innovations including just-in-

time and target costing (Mol & Birkinshaw, 2006). Just-in-time and target costing 

are techniques used in conducting company operations. So, the research 

hypothesis is as follows: 

H14: Management techniques will be positively related to organizational 

performance. 

 

The Mediating Role of Management Innovation in The Relationship 

Between the Enabling and The Constraining Control Levers and 

Organizational Performance 

Management innovation is part of the strategic factor which is a 

contingency factor that influences the MCS relationship and organizational 

performance. Alignment between the MCS and contingency factors (eg business 
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strategy) will result in superior performance. In particular, it is said that the impact 

of the controls, particularly the enabling and constraining control levers, 

operationalized or defined through the implementation of management initiatives, 

which in turn results in improved organizational performance. In accordance with 

the research of Birkinshaw et al, (2008) which states that although management 

innovation is risky and expensive, it will ultimately improve organizational 

performance. So, the research hypothesis is as follows: 

H15 = Management innovation mediates the relationship between 

management control systems and organizational performance. 

 

RESULTS AND DISCUSSION 

Results of Data Processing With PLS 

For path analysis used to see the direct effect and indirect effect of research 

variables. The significance of the estimated parameters provides very useful 

information about the relationship between the research variables. The limit for 

rejecting and accepting the proposed hypothesis is ± 1,96, where if the t statistic 

value is smaller than t table (1,96) then the hypothesis is rejected. 

 

Table 1 Path Analysis Results 
 ß P Value T Statistics Information 

MCS_Enable → OP 0,331 < 0,001 3,640 Accepted 

MCS_Const → OP 0,439 < 0,001 4,963 Accepted 

MCS_Enable → MIPMB 0,214 0,012 2,281 Accepted 

MCS_Enable → MIPM 0,167 0,041 2,761 Accepted 

MCS_Enable → MISO 0,253 0,004 2,728 Accepted 

MCS_Enable → MITK 0,444 < 0,001 5,038 Accepted 

MCS_Const → MIPMB 0,520 < 0,001 6,009 Accepted 

MCS_Const → MIPM 0,519 < 0,001 5,998 Accepted 

MCS_Const → MISO 0,433 < 0,001 4,889 Accepted 

MCS_Const → MITK 0,229 0,008 2,451 Accepted 

MIPMB → OP -0,121 0,106 -1,254 Rejected 

MIPM → OP 0,106 0,137 1,101 Rejected 

MISO → OP -0,215 0,012 -2,287 Rejected 

MITK → OP 0,219 0,011 2,337 Accepted 

 

While the mediation test was carried out using the Variance Accounted For 

(VAF) method to determine the category of mediating role by dividing the indirect 

effect on the total effect. A VAF value above 80% indicates a full mediation role. 

Then the VAF value ranges from 20% - 80% indicating the category of partial 

mediation role. Meanwhile the VAF value below 20% indicates that there is 

almost no mediating effect or mediation is not supported according to Hair et al. 

(in Sholikin & Ratmono, 2013: 82). 
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Table 2 MCS VAF Calculation on Organizational Performance 
Information 

The calculation results 

VAF MCS_Enable= Indirect Influence / Total Impact 
0,009 

VAF MCS_Const = Indirect Influence / Total Impact 
0,007 

 

The results of the calculations using the VAF method above show the VAF 

value in the mediation test of some of management innovation in the enabling 

MCS relationship with organizational performance of 0,009 or 0,9%. And the 

results of the calculations using the VAF method above show that the VAF value 

in the mediation test of some management innovation in the constraining MCS 

relationship with organizational performance of 0,007 or 0,7%. 

 

From table 1 above it can be explained as follows:  

1. Enabling MCS have a positive effect and significant with a path coefficient 

value of 0,331 and a p-value <0,001 on organizational performance and has 

a t statistic > 1,96 so that the hypothesis is accepted.  

2. Constraining MCS have a positive effect and significant with a path 

coefficient value of 0,439 and a p-value <0,001 on organizational 

performance and has a t statistic > 1,96 so that the hypothesis is accepted.  

3. Enabling MCS have a positive effect and significant with a path coefficient 

value of 0,214 and a p-value <0,05 for management innovation of new 

management practices, and has a t statistic > 1,96 so the hypothesis is 

accepted.  

4. Enabling MCS have a positive effect and significant with a path coefficient 

value of 0, 167 and a p-value <0,05 for management process innovation 

management, and has a t statistic > 1,96 so the hypothesis is accepted.  

5. Enabling MCS have a positive effect and significant with a path coefficient 

value of 0,253 and a p-value <0,05 on organizational structure management 

innovation, and has a t statistic > 1,96 so the hypothesis is accepted.  

6. Enabling MCS have a positive effect and significant with a path coefficient 

value of 0,444 and a p-value <0,001 for management innovation management 

techniques and has a t statistic > 1,96 so the hypothesis is accepted.  

7. Constraining MCS have a positive effect and significant with a path 

coefficient value of 0,520 and a p-value <0,001 on management innovation 

of new management practices and has a t statistic > 1,96 so that the 

hypothesis is accepted.  

8. Constraining MCS have a positive effect and significant with a path 

coefficient value of 0,519 and a p-value <0,001 on management process 

innovation management and has a t statistic > 1,96 so the hypothesis is 

accepted.  

9. Constraining MCS have a positive effect and significant with a path 

coefficient value of 0,433 and a p-value <0,001 on organizational structure 

management innovation and has a t statistic > 1,96 so the hypothesis is 

accepted.  

10. Constraining MCS have a positive effect and significant with a path 

coefficient value of 0,229 and a p-value <0,05 for management innovation 

management techniques, and has a t statistic > 1,96 so the hypothesis is 

accepted.  
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11. Management innovation, new management practice has a path coefficient 

value of -0,121 with a p-value > 0,05 has no effect on organizational 

performance, and has a t statistic <1,96 so the hypothesis is rejected. 

12. Management innovation, management process has a path coefficient value of 

0,106 with a p-value > 0,05 has no effect on organizational performance, and 

has a t statistic <1,96 so the hypothesis is rejected. 

13. Management innovation organizational structure has a negative effect and 

significant with a path coefficient value of -0,215 and a p-value <0,05 on 

organizational performance, but has a t statistic <1,96 so the hypothesis is 

rejected. 

14. Management innovation, management technique has a positive effect and 

significant with a path coefficient value of 0,219 and a p-value <0,05 on 

organizational performance, and has a t statistic > 1,96 so the hypothesis is 

accepted. 

15. Management innovation mediation in the enabling MCS and constraining 

MCS relationship with organizational performance can only partially 

mediate. Where organizational structure and management techniques can 

mediate the relationship between enabling MCS on organizational 

performance with a value of 0,9% and the relationship between constraining 

MCS on organizational performance with a value of 0,7%. It can be said that 

there is almost no mediating effect. Therefore, H15 was rejected. 

 

CONCLUSIONS AND SUGGESTIONS 

Conclusions 

Based on the results of data analysis and the discussion that has been 

described previously, it can be concluded that:  

1. The enabling management control systems have a positive effect on 
organizational performance.  

2. The constraining management control systems have a positive effect on 

organizational performance. Where an increase in enabling and constraining 

management control systems can improve organizational performance.  

3. 3. The enabling management control systems have a positive effect on 

management innovation which consists of new management practice.  

4. 4. The enabling management control systems have a positive effect on 

management innovation consisting of management process.  

5. 5. The enabling management control systems have a positive effect on 

management innovation consisting of organizational structure.  

6. 6. The enabling management control systems have a positive effect on 

management innovation consisting of management technique. Where an 

increase in the enabling management control system can increase 

management innovation.  

7. 7. The constraining management control systems have a positive effect on 

management innovation consisting of new management practice.  

8. 8. The constraining management control systems have a positive effect on 

management innovation consisting of management process.  

9. 9. The constraining management control systems have a positive effect on 

management innovation consisting of organizational structure.  

10. 10. The constraining management control systems have a positive effect on 

management innovation consisting of management technique. Where an 

increase in the constraining management control systems can increase 

management innovation.  
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11. 11. Management innovation consisting of new management practice has no 

effect on organizational performance.  

12. 12. Management innovation consisting of management process has no effect 

on organizational performance.  

13. 13. Management innovation consisting of organizational structure has a 

negative effect on organizational performance, where an increase in 

organizational structure can reduce organizational performance, and vice 

versa, a decrease in organizational structure can increase organizational 

performance.  

14. 14. Management innovation consisting of management technique has a 

positive effect on organizational performance, where an increase in 

management technique can increase organizational performance.  

15. 15. Management innovation is only able to partially mediate the relationship 

between management control systems, both enabling and constraining on 

organizational performance. 

 

Suggestions 

Based on the resulting conclusions, the following suggestions can be given: 

1. For future researchers, it is hoped that they can add other independent variables, 

so that they can strengthen the contingency factors that influence the MCS 

relationship and organizational performance; 2. The results of this study can be 

used as input for policy making, where the constraining MCS having a larger path 

coefficient value compared to enabling MCS, so that it can be used as a 

consideration that needs to be prioritized as a benchmark for improving 

organizational performance. 
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ABSTRACT 

This paper delves into a detailed case study of the Kanjuruhan Tragedy in 

Indonesian football, aiming to highlight the utmost significance of public 

accountability in sports events. By providing an overview of the tragic incident 

and its aftermath, it carefully examines the social factors that contributed to its 

occurrence and evaluates the measures taken to address the situation. 

Additionally, a critical analysis is conducted on the existing policies and 

regulations pertaining to sports events in Indonesia, uncovering significant gaps 

in legislation and enforcement that have resulted in hazardous conditions and a 

lack of accountability. To address these issues, the paper uses literature review to 

recommends the establishment of an independent regulatory body to oversee 

safety and security standards at sports events, mandatory risk assessment 

procedures and contingency plans, comprehensive training for all personnel 

involved in organizing sports events, and the fundamental need for enhanced 

public disclosure that promotes more accountability. By fostering an environment 

of openness, stakeholders can effectively engage with the public and enhance 

accountability. It calls upon stakeholders, including government bodies, sports 

organizations, and event organizers, to actively participate in bringing about 

these necessary changes to ensure the safety, integrity, and overall well-being of 

sports events in Indonesia. 

Keywords: Accountability, Public Disclosure, Indonesian Football, Sports 

Event, Safety and Security 

 

INTRODUCTION 

The Kanjuruhan Tragedy that occurred on October 1, 2022, during an 

Indonesian Liga 1 football match between Arema FC and Persebaya in Malang 

Regency revealed the pressing need for accountability, justice, and improved 

policies in sports events. The incident resulted in 712 people being injured, 

including 132 fatalities, 96 severe injuries, and 484 mild-to-moderate injuries 

(Tim Gabungan Independen Pencari Fakta (TGIPF), 2022). In response, the Joint 

Team of Independent Fact Finding of the Kanjuruhan Stadium Event 

(TGIPF) was established to investigate the incident (Presiden Republik Indonesia, 

2022).  The team identified significant factors contributing to the tragedy, such as 

inadequate crowd management, poor security measures, insufficient 

infrastructure and emergency planning, communication gaps, and weak 

enforcement of regulations (Tim Gabungan Independen Pencari Fakta (TGIPF), 

2022). 

Dishonesty, misunderstandings, and blame-shifting among the national 

football league's administrators further contributed to the riot (Tim Gabungan 

Independen Pencari Fakta (TGIPF), 2022). These longstanding issues call for 
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drastic and measurable actions to foster a new culture of safety and accountability 

in the national football community. 

Sports events are not just for entertainment but have social and cultural 

significance (Kim & Mao, 2021). They require accountability and justice to 

ensure safety for everyone involved. Lack of accountability can lead to tragedies 

like the Kanjuruhan Tragedy. Overall, a responsible and ethical approach 

emphasizing public accountability and disclosure is crucial (Knott & Tinaz, 

2021). 

Ensuring public accountability in sports events holds significant importance 

(Burns & Jollands, 2022). This paper examines the Kanjuruhan Tragedy in 

Indonesian football to highlight the importance of public accountability and 

justice in sports events. It analyzes social factors, critiques existing policies, and 

identifies gaps in legislation and enforcement. Recommendations for improving 

sports event management include establishing an independent regulatory body, 

implementing risk assessment procedures and contingency plans, comprehensive 

training, and enhancing public disclosure. This study contributes to discussions 

on accountability and provides practical insights for policymakers and 

stakeholders to enhance sports event accountability in Indonesia and beyond. 

 

Case Study Results, Discussion and Reccomendation 

In order to maintain authority and protect their own interests, those in power 

may vilify the victims of a disaster (Bennett, 2017). To prevent this, transparency 

and accountability are crucial (Hallwright & Handmer, 2019). The concept of 

accountability has multiple dimensions and is complex in nature (Cooper & 

Lapsley, 2021). (Cooper & Johnston, 2012) explored accountability in football, 

drawing upon the ideas of (Bourdieu & Wacquant, 2001), and found that the term 

has lost its political weight due to its diverse interpretations and lack of a strong 

political meaning.  

This paper focuses on the Kanjuruhan tragedy in Indonesian football, where 

a stampede during a match resulted in numerous fatalities and injuries (Utama et 

al., 2022). Regarded as one of the five most devastating incidents in football 

history, Indonesia stands as the second-largest contributor to such tragic riots 

(Utama et al., 2022). 

Several notable incidents in football history serve as reminders of the 

importance of public accountability in sports events. The Hillsborough disaster in 

England in 1989 resulted in the deaths of 96 people due to overcrowding, 

inadequate stadium design, and poor crowd control measures (Cocking & Drury, 

2014; Cronin, 2017; Williams & Vannucci, 2020). The tragedy led to significant 

changes in stadium safety regulations and a long campaign for justice by the 

victims' families (Cocking & Drury, 2014). 

Similarly, the Heysel Stadium disaster in Belgium in 1985, caused by 

inadequate stadium design, overcrowding, and historical violence between 

supporters, resulted in 39 fatalities (Elliott & Smith, 1993; Pyta, 2015; Steen, 

2016). This incident led to changes in safety regulations and prolonged bans for 

the involved clubs (Darby et al., 2004). Furthermore, these incidents emphasize 

the ongoing need for improved safety measures and holding accountable those 

responsible for public safety in sports events (Gomez & Ulmer, 2010). 

Analyzing corruption, incompetence, and lack of accountability in sports 

events is vital for improving public safety and achieving justice for those affected 

by tragic incidents (Fruh et al., 2023). Incidents like the Kanjuruhan Tragedy, 

Hillsborough disaster, and Heysel Stadium disaster have demonstrated how these 
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factors have played a role in causing such events (Pyta, 2015). Inadequate stadium 

design, poor security measures, and a history of violence among fan groups have 

contributed to disasters like the Heysel Stadium incident (Lewis, 1989), while the 

Hillsborough disaster was worsened by corruption and cover-ups, alongside 

overcrowding and failures in emergency response (Cronin, 2017; Williams & 

Vannucci, 2020). These analyses highlight the global need for improved 

regulations, oversight, and accountability in sports events to ensure a safer and 

fair environment for everyone involved (Cooper & Lapsley, 2021). 

Following the Kanjuruhan Tragedy in Indonesia, reforms were 

implemented to improve safety and accountability in sports events. The 

regulatory body, Sports Event Organizers Association (BOPI), was established by 

the government but disbanded in March 2020 (CNN Indonesia, 2020). (CNN 

Indonesia, 2020). Therefore, a new regulatory body like BOPI should be 

reestablished as an organization that oversees the governance and public 

disclosure of a sports event and sports club in Indonesia. Having good governance 

and public disclosure from a club and the sports event it organizes can enhance 

both the sporting and non-sporting performance of the club and the event 

(Malagila et al., 2021; Philippou, 2022; Welsh, 2022).  

Moreover, the establishment of a new regulatory body similar to BOPI is 

crucial. This regulatory body should enforce mandatory risk assessment 

procedures and contingency plans, ensuring that potential risks are identified and 

addressed in advance. Additionally, comprehensive training programs should be 

implemented for all personnel involved in organizing sports events to enhance 

their skills and knowledge in managing safety and security measures. Moreover, 

there should be a strong emphasis on enhanced public disclosure, making 

information about the event's safety measures, protocols, and any potential risks 

transparent and accessible to the public. This approach will foster greater 

accountability and ensure that sports events prioritize the well-being and safety 

of all participants. 

Recognizing the need for comprehensive reforms, the government also has 

to introduced new legislation designed to enhance safety and accountability in 

sports events. These legislative measures include the implementation of stricter 

penalties for acts of negligence and corruption, underscoring the government's 

commitment to fostering a culture of responsibility and transparency in the sports 

industry. By enacting these changes, Indonesia aims to address the gaps in 

existing policies and regulations, ensuring safer and more accountable sports 

events throughout the nation. 

 

CONCLUSION  

The paper examines the Kanjuruhan Tragedy in Indonesian football, 

identifies social factors contributing to the event, and criticizes existing sports 

event policies in the country. It recommends establishing an independent 

regulatory body, implementing mandatory risk assessment procedures and 

contingency plans, and providing comprehensive training for personnel involved 

in organizing sports events. The call-to-action urges stakeholders to prioritize 

accountability and reform in sports event policies in Indonesia. The implications 

extend to other countries, emphasizing the need for similar reforms and 

highlighting the importance of public accountability and safety measures in the 

broader sports community. Taking action and implementing reforms globally can 

help prevent tragic incidents like the Kanjuruhan Tragedy from happening again 

in the future. 
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ABSTRACT 

 

The purpose of this study was to determine the fundamental factors on stock 

prices in food and beverage sub-sector companies listed on the Indonesia Stock 

Exchange in 2018-2021. The variables used are Earning Per Share (EPS), Price 

Earning Ratio (PER), Price to Book value (PBV), Net Profit Margin (NPM), and 

Debt to Equity Ratio (DER). The type of research used by the author is 

quantitative research using secondary data. The population used in this study 

were 46 food and beverage sub-sector companies listed on the Indonesia Stock 

Exchange. Data analysis using descriptive statistics, classical assumption test 

consists of normality test, multicollinearity test, heteroscedasticity test and 

autocorrelation test. hypothesis testing using Multiple Linear Regression 

Analysis, t test and F test. From the test results of this study, it is known that 

simultaneously EPS, PER, PBV, NPM, and DER have a significant effect on stock 

prices. Partially EPS and PBV have a significant effect on stock prices while PER, 

NPM, and DER have no significant effect on stock prices. 

Keywords: Earning Per Share (EPS), Price Earning Ratio (PER), Price to 

Book value (PBV), Net Profit Margin (NPM), and Debt to Equity Ratio (DER), 

and stock price. 

 

INTRODUCTION 

Indonesia's economy is growing, seen from the number of companies 

listed on the Indonesia Stock Exchange (IDX). The thing that is done to obtain 

sources of funds is by attracting funds from outside the company. External 

funds can be obtained from the capital market. The capital market is a market 

for various long-term financial instruments that can be traded, including 

bonds, stocks, mutual funds, derivative instruments and other instruments. 

The Central Statistics Agency (BPS) noted that the gross domestic product 

(GDP) at constant prices (ADHK) for the food and beverage industry (mamin) 

was IDR 775.1 trillion in 2021. This value grew 2.54% compared to the previous 

year (year on year /yoy) of IDR 755.91 trillion. The food and beverage industry 

is classified as immune from the Covid-19 pandemic. The reason is this industry 

is still recording positive growth in 2020 and 2021 or when the epidemic strikes. 

Even so, the growth of the food and beverage industry has indeed slowed 

compared to normal times. Before the Covid-19 pandemic hit, this industry's 

growth was always above 7%. (https://dataindonesia.id/sector-riil/detail/industri-

mamin-tumbuh-254-pada-2021|Mar 16, 2022 - 4:58 PM). 

Fundamental analysis is an analysis that predicts stock prices in the future 

by estimating the value of the fundamental factors that affect stock prices in the 

future and applying the relationship between these variables to obtain an 

estimated stock price. In estimating the stock price, the most important step is to 

identify fundamental factors such as: government policy, economic growth, 

company sales growth, profit growth, dividend policy and so on. Referring to the 
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financial statements in which there are financial ratios according to Suad Husnan 

in(Rochmah, 2017). 

Priantono et al. (2018)The stock price is a very important factor and needs 

to be considered by investors because the stock price shows the performance of 

the issuer which is one of the benchmarks for the success of a company as a 

whole. This proves the good results of the company which has a positive impact 

on the development of the company itself and will certainly attract investors. 

 

Research result 

Dwinurcahyo and Mahfudz (2016)states that the variables Earning per 

Share (EPS), Price Earning Ratio (PER), Price to Book Value (PBV), Debt to 

Equity Ratio (DER) have a significant and simultaneous effect on stock prices. 

Research resultVeronica and Pebriani (2020)states that the variables Return On 

Equity, Debt To Equity Ratio, Net Profit Margin, and macroeconomic inflation, 

exchange rates, and interest rates simultaneously (together) affect stock prices. 

The reason for choosing the food and beverage sub-sector as the object of 

this research is because food and beverage companies are the largest pillar of the 

national economy, although their contribution tends to decrease from year to year. 

The food and beverage industry is one of the 9 sub-sectors of the non-oil and gas 

processing industry that recorded growth in 2021. Meanwhile, the other 8 sub-

industries out of 17 sectors are experiencing contraction, so further research is 

needed. 

 

HYPOTHESIS 

The Effect of Earning Per Share on Stock Prices 

Cashmere (2019, p. 209)Earning Per Share is a ratio to measure the success 

of management in achieving profits for shareholders. The results of research from 

Ridho Dwinurcahyo and Mahfudz (2016), Okky Ainnur Rochmah (2017) and Nur 

Awani (2019) show that EPS has a positive and significant effect on stock prices. 

Based on these thoughts, the hypothesis can be concluded as follows: 

𝑯𝟏= Earning Per Share has a significant effect on the stock price. 

 

Effect of Price Earning Ratio on Stock Prices 

Stiawan (2021, p. 13)Price Earning Ratioused to determine the effect of the 

stocks that you monitor are already cheap or still expensive. The results of 

research from Ridho Dwicahyo and Mahfudz (2016) state that PER has a 

significant effect on stock prices. According to research by Ocky Ainnur 

Rochmah (2017), it shows that PER has no significant effect on stock prices. 

Based on these thoughts, the hypothesis can be concluded as follows: 

𝑯𝟐= Price Earning Ratio has a significant effect on stock prices. 

 

Effect of Price to Book Value on Stock Prices 

Stiawan (2021, p. 13)In fundamental stock analysis, PBV is the ratio of 

stock price to book value per share. This analysis is used to determine the price 

of a stock, expensive or cheap influence. The results of research from Ridho 

Dwicahyo and Mahfudz (2016) state that PBV has a significant effect on stock 

prices. Based on these thoughts, the hypothesis can be concluded as follows: 

𝑯𝟑= Price to Book Value has a significant effect on stock prices. 
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Effect of Net Profit Margin on Stock Prices 

Cashmere (2019, p. 237)Net Profit Marginsis the ratio used to measure a 

bank's ability to generate net income from its main operating activities. The 

results of research from Meilin Veronica, Reny Aziatul Pebriani (2020), Matyani 

and Annisa Eka Septiani (2019) show that NPM has a significant effect on stock 

prices. According to Seger Priantono, Joni Hendra and Nova Dwi Anggraeni 

(2018), Intan, Hasna, Indun and Lusi (2020) NPM has no significant effect on 

stock prices. Based on these thoughts, the hypothesis can be concluded as follows: 

𝑯𝟒= Net Profit Margin has a significant effect on stock prices. 

 

Effect of Debt-to-Equity Ratio on Stock Prices 

Cashmere (2019, p. 159) The Debt-to-Equity Ratio is the ratio used to 

assess debt to equity. This ratio is sought by comparing all debt, including current 

debt with all equity. The results of previous research according to Ridho and 

Mahfudz (2016), Nur Awani (2019), Meilin and Reny (2020), Intan, Hasna, Indun 

and Lusi (2020), Ocky (2017) show that DER has no significant effect on stock 

prices. According to Seger Priantono et al (2018) stated that DER has a significant 

effect on stock prices. Based on these thoughts, the hypothesis can be concluded 

as follows: 

𝑯𝟓= Debt to Equity Ratio has no significant effect on stock prices. 

 

Earning Per Share, Price Earning Ratio, Price to Book Value, Net Profit 

Margin, Debt to Equity Ratio simultaneously affect the stock price. 

According to research from Ridho and Mahfudz (2016) shows that EPS, 

PER, PBV, and DER simultaneously and significantly affect stock prices. 

According to research by Seger Priantono, Joni Hendra and Nova Dwi Anggraeni 

(2018) Variable Current Ratio (CR), Debt To Equity Ratio (DER), Net Profit 

Margin (NPM), and Return On Investment (ROI) simultaneously have a 

significant effect on stock prices in Food and Beverage Companies Listed on the 

Indonesia Stock Exchange (IDX) in 2013-2016. 

𝑯𝟔 =Earning Per Share, Price Earning Ratio, Price to Book Value, Net Profit 

Margin, Debt to Equity Ratio simultaneously affect stock prices. 

 

CONCLUSION 

Partially Earning Per Share (EPS) has a significant influence on stock 

prices. If the EPS value increases, the profits obtained by investors will be greater 

and vice versa. 

Partially, the Price Earning Ratio (PER) has no significant effect on stock 

prices. PER has no effect on stock prices because PER is not a ratio that can stand 

alone, there are other factors to be considered besides PER such as business 

growth, stock liquidity level. 

Partially Price to Book Value (PBV) has a significant influence on stock 

prices. Naturally, the higher the PBV value, the more investors hope for higher 

returns. 

Partially, Net Profit Margin (NPM) has no significant effect on stock prices. 

This ratio is used to measure the rupiah profit generated on each sale and is an 

illustration of the profit of shareholders as a percentage of sales. 

Partially the Debt-to-Equity Ratio (DER) has no effect on stock prices. A 

high DER value indicates that the company has a high risk, so it tends to be 

avoided by investors and results in decreased demand for shares and triggers a 

decline in share prices. 
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Simultaneously Earning Per Share (EPS), Price Equity Ratio (PER), Price 

to Book Value (PBV), Net Profit Margin (NPM), and Debt to Equity Ratio (DER) 

have a significant effect on stock prices. 

 

REFERENCES 

Dwinurcahyo, R., & Mahfudz, M. (2016). THE INFLUENCE OF 

FUNDAMENTAL FACTORS ON STOCK PRICE (Study of Mining 

Companies Listed on the Indonesia Stock Exchange (IDX) in 2012-2014). 

Diponegoro Journal of Management, 5(3), 210-

224.https://ejournal3.undip.ac.id/index.php/djom/article/view/14191  

Cashmere. (2019). Analysis of Revised Edition Financial Statements of PT. 

Rajagrafindo persada. 

Priantono, S., Hendra, J., & Anggraeni, ND (2018). The Influence of Current 

Ratio (CR), Debt To Equity Ratio (DER), Net Profit Margin (NPM) and 

Return On Investment (ROI) on Share Prices in Food and Beverage 

Companies Listed on the Indonesia Stock Exchange (IDX) in 2013-2016. 

Ecobuss Scientific Journal, 6(1), 63-

68.https://ejournal.upm.ac.id/index.php/ecobuss/article/view/264  

Rochmah, OA (2017). Analysis of the Influence of Fundamental Factors and 

Systematic Risk on Stock Prices (Empirical Study of Manufacturing 

Companies Listed on the IDX). Journal of Accounting, 

5(2).http://ejournal.unp.ac.id/students/index.php/akt/article/view/2643  

Stiawan, E. (2021). SHARIA CAPITAL MARKET: Laboratory Module. CV. 

SINAR JAYA SERIOUS. 

Veronica, M., & Pebriani, RA (2020). The Influence of Fundamental and 

Macroeconomic Factors on Stock Prices in Property Industry Companies 

on the Indonesia Stock Exchange. Islamic Banking: Journal of Thought and 

Development of Islamic Banking, 6(1), 119-

138.https://ejournal.stebisigm.ac.id/index.php/isbank/article/view/155  

 

 

  

https://ejournal3.undip.ac.id/index.php/djom/article/view/14191
https://ejournal.upm.ac.id/index.php/ecobuss/article/view/264
http://ejournal.unp.ac.id/students/index.php/akt/article/view/2643
https://ejournal.stebisigm.ac.id/index.php/isbank/article/view/155


170 

 

 

THE MEANING OF CORPORATE SOCIAL RESPONSIBILITY IN THE 

COMPANY PT. TONASA CEMENT IN PANGKEP REGENCY 

 

Siti Ainur Ramlah Batfamah1, 

Syamsu Alam2*, 

Mursalim3 

123 Program Pasca Sarjana,  

Universitas Muslim Indonsia 

Email: syamsu.alam@umi.ac.id 

 

ABSTRACT 

 

This study aims to find out and obtain an overview, holistic CSR meaning 

activities carried out by companies and communities at PT Semen Tonasa in 

Pangkep Regency. The quality data analysis model used in this study is primary 

data in the form of interviews with parties who are members of the CSR bindag 

of PT. Semen Tonasa and primary data in the form of sustainability reports and 

corporate CSR reports. Data obtained from interviews from social situations 

consisting of 3 (three) elements, namely place, actor, and activity. The results 

showed that the meaning of corporate Social Responsibility at PT Semen Tonasa 

has not been implemented optimally, because the community and government feel 

less involved in the implementation of CSR activities, and the CSR funds have not 

been transparent. 

Keywords: Corporate Social Responsibility, Interpretation, community and 

village government 

 

INTRODUCTION 

Corporate social responsibility or known as CSR is an important aspect that 

must be carried out by companies in their operations. This does not merely 

comply with laws and regulations as for mining companies regulated in Law No. 

22 of 2001, as well as for Limited Liability Companies (PT) regulated in Law No. 

40 article 74 of 2007, but logically there is a law of cause and effect, where when 

the company's operations have a negative impact, there will be a much greater 

negative response from the community and the environment that is harmed 

(Rahmatullah,  2010).  

However, companies in implementing their CSR certainly should not just 

make and run but must be carefully thought out. Moreover, the meeting of 

interests among stakeholders, can cause serious problems. Every company has a 

different perspective on CSR, and this perspective can be used as an indicator of 

whether the company is serious about implementing CSR or just making an image 

in the community (Rahmatullah, 2010).  

This is where the role of accounting is expected to be able to respond to its 

social environment as a manifestation of the sensitivity and concern of business 

entities to their social environment (Kartika, 2010). The Company has set a CSR 

blueprint as a manual book for the implementation of CSR social and 

environmental responsibility (TJSL) programs, which includes the Strategic 

Corporate Flagship of Semen Tonasa with the theme "Energy Conservation for 

the Country". 

CSR programs implemented by the company refer to Law No. 40/2007 - 

Article 74 of the Company Law and the application of the triple bottom lines 

mailto:syamsu.alam@umi.ac.id
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concept that harmonizes economic, social and environmental. The Company is 

committed as stated in the company's policy to participate in sustainable 

economic development in order to improve the quality of life and the environment 

that is beneficial, both for the company itself, the local community, and society 

in general. The financing of social and environmental responsibility funds is 

budgeted in accordance with the Company's Annual Work Plan and Budget 

(RKAP).  

In addition to the TJSL program, the company also distributes the 

Partnership Program and Community Development Program (PKBL) whose 

funds are set aside a maximum of 2% of profit after tax. The source and use of 

PKBL funds are regulated in Ministerial Regulation No.05/MBU/2007 Article 9. 

In implementing TJSL according to the established blueprint, the company 

partners with the Pangkep Regency Government, related agencies, research 

institutions, NGOs, other companies in Pangkep and the surrounding community. 

The Company has established four main pillars in which there are various CSR 

programs and activities. The TJSL pillars are the Tonasa Healthy Program, Cerdas 

Tonasa, Bina Mitra Tonasa and Tonasa Independent Village. PT Semen Tonasa in 

Pangkep as one of the companies that uses natural resources in carrying out its 

company operations, already has useful CSR programs, which in their 

implementation and disclosure, give rise to various different perceptions, views, 

and interpretations from both local communities and village governments. So, in 

this study will be studied more deeply related to the meaning of CSR from the 

company and the community at PT Semen Tonasa in Pangkep."   

 

RESULTS AND DISCUSSION 

PT Semen Tonasa's Interpretation on the Meaning of CSR 

By carrying out the paradigm of sustainability, independence, welfare, and 

environmental preservation in the area around the factory, the implementation of 

CSR through the community development (comdev) program has focused the 

program in six areas included in the Short-Term Activity Plan, namely education, 

socio-economy, health, environment, religion, and sports. The series of programs 

are expected to be realized, especially the acceleration of sustainable welfare 

towards an independent community while maintaining partnerships with various 

stakeholder elements.  

The results of an interview with the manager of CSR and community 

development, Mr. Azis Tahir, he said that the paradigm of various people in the 

implementation of CSR is, legal / legal motives, he does CSR because there are 

sanctions, there are orders from the state through laws, economic motives, as an 

investment, namely expenses incurred by companies at the present time will get 

benefits in the future,  Because it concerns the image of the company. 

Programs carried out by CSR and community development are in the fields 

of health, education, facilities and infrastructure, environment, and poverty 

alleviation. Generally divided by area as follows: Ring I refers to community 

empowerment, Villages, which have a direct impact consisting of 11 villages, 

specifically handled by the company, requested or unsolicited Tonasa has made a 

program that is Button up for five years, then break down to the Annual RKPM, 

then compiled by the community from social meeping, then recorded to the 

company's official documents,  They prepare a working plan and budget for 

community empowerment, what are the immediate needs of the community or 

proposals from the community. 
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Interested parties or stakeholders are defined as parties that relate either 

directly or indirectly, namely departmental communities, NGOs, government, 

mass media, and internal companies. The way to recognize them is our 

interpretation so far, starting from budgeting village potential, potential 

community needs, making social meeping, preparing plans, monitoring 

evaluations to preparing reports. So, all elements involved so far, either directly 

or indirectly to programs / to all links from upstream to downstream, we consider 

as stakeholders, considered as people who are interested in the implementation 

of CSR programs.  

The responsibility of welfare, the responsibility of development is the 

responsibility of the government, but the implementation of development carried 

out by the government is very broad and the level of community satisfaction is 

high, so it causes us to share roles with the government, because it needs 

coordination between CSR and the government, both village, subdistrict, district 

governments so that the interests of the community do not overlap between 

government programs and programs carried out by CSR.  

In general, the community development partnership program with social 

responsibility programs, indifferent to the candy law, a maximum of 2% of the 

company's profits are transferred to the partnership program and a maximum of 

2% is transferred to the community development program. There are 2 directions 

of CSR, namely PKBL (the main activity of the Corporate Social Responsibility 

Program), namely the company sets aside a maximum profit of 2% and Social 

and Environmental Responsibility (TJSL), which is budgeted from the company's 

budget / there is a planned allocation of funds Tampa waits for the company's 

profit, which has been programmed by the company. 

 

Community Interpretation of PT Semen Tonasa Pangkep's CSR Disclosure    

To find out the views and interpretations of the community, researchers 

interviewed 4 residents as informants, namely Ibu Astuti (Midwife), Ibu Silvia 

(Self-employed), Ibu Nurjannah (Self-employed), and Ibu Ika (Self-employed). 

From the results of the study, it is known that the disclosure of PT Semen Tonasa 

Pangkep's social activities is still lacking because residents do not know in 

advance if there will be activities carried out by the company. 

Residents only found out when the activity was carried out, the health sector 

was also one of the aspects that received attention from the company. Mrs. Astuti 

as a midwife in Biring Ere Village admitted that she used to have meetings with 

the company. "Yes, there is. Not necessarily when. We are the ones into (the 

company). But if the meeting is a health-related problem only. Meeting midwives 

with cadres to Tonasa. If the others don't." The same is true for involvement in 

the implementation of CSR. "If the problem is involved, yes, it is involved. But 

that's a separate fund for me, meaning there is indeed a fund specifically for 

midwives. That's it. If others don't."  

Ibu Astuti continued, "But the meeting was only between midwives and 

cadres. If it's the same citizen, I don't know if there is or not. If it's here, it's only 

related to health problems." From this, it became clear that there was indeed no 

meeting with the residents, because Mrs. Astuti who is also a resident of Biring 

Ere village did not know whether there was a meeting between the residents and 

the company.  

The health sector also receives assistance funds from companies. As stated 

by Mrs. Astuti during the interview. "There are empowered funds for cadres, 

business funds, assistance from Tonasa. The funds are transferred (given) directly. 
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The funds are self-managed. Every year an accountability report is made and 

submitted to Tonasa." However, it is not enough just to make and collect 

accountability reports, companies need to disclose the amount of their social 

funds by notifying and reporting them to the surrounding community.  

Mrs. Silvia (private) said that There was no notification from the company 

about the activities carried out. "There is no (notice). Just heard that there is water 

assistance during the dry season, electricity and dust money. But for 20 years 

Silvia's mother lived around Tonasa Only water assistance was obtained during 

the drought. Mrs. Silvia (private) when the researcher asked if she had ever 

participated in a meeting with PT Tonasa, she had never been involved in the 

formulation or implementation of PT Semen Tonasa's social activities. "I was 

never called in. Not invited. It's not good to enter (the company) if there is no 

invitation.   

Mrs. Nurjannah (private) expressed the same thing. "He told me on 

forums." Of course, this makes it difficult for residents because they have to 

follow every forum that exists. This makes the distribution of information limited. 

"We don't know yet if there is help," he said. Regarding the social assistance 

provided, he admitted that assistance was given in kind. "The assistance provided 

was in the form of goods and packages. It's just a problem, if you give, don't be 

picky. All can, all hit, all feels. If one is given oil, all must get oil. So it can be 

said that the division is uneven."  

The forum, which is also used as a forum to accommodate the aspirations 

of the community, must be used as well as possible. Do not let it only be used as 

a "shield" by the company.  As Mrs. Nurjannah said during the interview. "Look, 

the FKK-Jaya Amanah forum is a forum to accommodate the aspirations of the 

community, not just considered a concrete fence, not to the inside. Don't let us tell 

you a lot here, but it didn't enter the company."  

The existence of a forum formed by the company has not been able to 

disseminate information about the activities carried out by the company. The 

company created a forum called Forum Komunikasi Kemitraan-Jaya Amanah 

(FKK-Jaya Amanah). The forum is a means for companies to inform about their 

activities. However, in its use, the forum is considered insufficient to provide 

information about the activities carried out by the company, because not all 

communities are involved in the forum, so that the existing information does not 

arrive and spread to all citizens. Ibu Ika admitted that she was not aware of such 

a youth forum. "I don't know about that forum," he said. Moreover, regarding the 

information in the forum, it is clear that he did not know.  

The company does not report to the public how much funds the company 

has spent. "If the problem of how much CSR funding is not clear," said Ibu 

Nurjannah. In line with that, Mrs. Ika and Mrs. Silvia also said that they did not 

know how much PT Semen Tonasa's CSR funds were. From this information, it 

can be concluded that the two forums created by the company are still considered 

inadequate both in terms of accommodating people's aspirations and as a forum 

to disclose the company's CSR activities. Even though if it is really put to good 

use, the forum is very helpful for companies in revealing their CSR programs.  

From the description above, it can be seen that the company does not invite 

residents to participate. Companies rarely involve citizens in either program 

planning or implementation. Companies cannot rely solely on the forum to absorb 

the aspirations of citizens and to disseminate information on their CSR activities, 

because not all citizens are actively involved in the forum. Reports made by the 

comdev section regarding as well as media such as the internet and books 
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discussing the implementation of PT Semen Tonasa's CSR activities are not easily 

accessible to the public. The way to find out the implementation of corporate 

activities and social funds is by the way the company notifies them directly.  

People certainly want companies to be more transparent and open about 

spending their social funds. How much funds are used during the year and for any 

activities. So, preferably at the end or beginning of the year, after recapitulating 

the amount of funds used, the company also shows the CSR report they have 

made to the public. By being more open to the public, the company will be more 

trusted by the public and eliminate suspicion.  

Some CSR programs try to increase the capacity of local communities but 

in general the realization of the program is more oriented towards charitable 

activities in the form of physical infrastructure establishment in the form of 

construction of education, health, transportation, clean water infrastructure, 

sports, and places of worship. In this context, it is sometimes difficult to separate 

what the real purpose of the development is. The construction of these facilities 

is sometimes not intended for the local community but for the company itself. 

The establishment of transportation facilities in the form of roads, for example, at 

a certain level is actually aimed at speeding up the course of the production 

process. Thus, even if it is beneficial for local communities, it is an externality 

that benefits local communities (Rahmatullah, 2010).  

Existing programs should be designed in such a way as to contribute 

significantly to improving the household economy. So that the community 

experiences a significant increase in income and can be empowered. They are still 

seen as recipients of passive programs. The community does not have enough 

space to participate in the determination of the program and manage it, because 

the community has not been placed in a central position in the realization of the 

program.  

 

CONCLUSION  

Disclosure of CSR expenses carried out by companies on notes to financial 

statements does not yet exist. The burden of CSR has not been clearly revealed 

because it is still combined with other expenses. Disclosure from the community 

development (comdev) section of PT Semen Tonasa Pangkep is also still lacking, 

both in terms of disclosure about the implementation of CSR and related to CSR 

funds used.  

Disclosures related to the implementation of activities have not been carried 

out properly. People tend not to know about the activities carried out by the 

company. This happens because the community is less involved in both the 

formulation and implementation of the company's CSR programs. Disclosures 

related to the amount of CSR funds have also not been carried out properly. The 

community feels that the company lacks transparency in informing about the 

funds they have spent.  

Disclosure is made to communicate all CSR activities of the company. The 

lack of disclosure can occur because the community and village government are 

less involved and participate in the realization of the program. This happens 

because of the lack of communication and coordination among companies, 

communities, and village governments, causing disclosure practices to be lacking.  

In addition, the existence of a forum created by the company as part of the 

company's partnership with the community has not been able to assist companies 

in informing their CSR activities because the forum does not touch all residents 

and village governments.  
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ABSTRACT 

 

This writing aims to examine the factors that cause fraud. Fraud is an act that 

causes reporting errors in financial statements, or an intentional act to use 

company resources unreasonably and misrepresent facts for personal gain. Fraud 

in financial statements can result in material misstatements. One of them is in 

accounting. The end product of an accounting field is a financial report. The 

auditor has a responsibility to fraud before concluding that the financial 

statements are presented fairly. Factors that influence the occurrence of fraud 

itself, namely starting from pressure, opportunity and rationalization. Therefore, 

the auditor must have awareness of fraud that can occur and learn how fraud 

sters commit fraud. The auditor must carry out audits systematically through the 

appropriate methodology. This study was conducted using the literature review 

method from several previous researchers. The results of the study show that there 

are a number of factors that cause fraud, including pressure, opportunity, and 

justification. A number of these factors easily occur due to the condition of the 

system and the behavior of people related to financial management.  

Keywords: fraud, Pressure, Opportunity, Justification 

  

INTRODUCTION  

Fraud is _ A causing action _ error reporting in report finance, or something 

follow intentional for use source Power company in a manner No fair and 

misrepresented fact for obtain profit personal. fraud is _ intentional for wrong 

statement to something truth or hidden state _ from A material facts that can 

influence others to do detrimental action, usually _ is error However in a number 

of case possible is a crime.  

Fraudulent act Actually has done since first. In life daily cheating is also 

common happened. If observed, cheating Lots happen in all field. this _ No 

regardless from desire personal, yes opportunity and desire take something from 

other people. Fraud this is also a lot happening in the field accounting. Product 

end from A field accountancy is report finance. In presentation report finance 

must clear and easy understood. Delivery report finance used by investors as 

reference will continue investment in the company or not. Besides it, user report 

finance must be careful Because possibility happening delivery information no 

finance _ fair. it _ can happen Because intentional. If factor fraud happened, then 

need audit by external audit.   

Auditors are also responsible answer for detect fraud that occurred before 

conclude report finance reasonable or not. Report finance is something 

presentation structured from position finance and performance something entity. 

Notes information finance something company at one period possible accounting 

_ used for describing performance company the Fraud that occurred _ in A 

company influenced by many one of the factors is internal control. Internal 

control can We interpret as an ongoing process and procedure for provide 
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adequate guarantee _ that objective control has fulfilled.  Internal control includes 

structure coordinated organization, methods and measures   for guard riches 

organization, check accuracy and reliability of accounting data, encouraging 

efficiency and drive he obeyed policy management. Objective an internal control 

company that is guard riches company, check accuracy and reliability of 

accounting data, encouraging efficiency and drive he obeyed policy management.  

Based on observations , some possibility reason involvement official in 

action  fraud _ is environment no work _ comfortable and not fun , for example 

treat employee  in a manner No ok , communicate in a manner closed and not 

exists mechanism For  convey every complaint , system measurement 

performance and reward , which is not  reasonable so that employee feel No 

treated in a manner fair, no exists help  consultation employee , for know problem 

in a manner early, acceptance process unfair employees as well _ carelessness or 

No be careful , remember motivation  somebody No can observed eye naked , 

otherwise product motivation the No can  hidden .  

Factor which is also suspected to have an effect to fraud is _ suitability 

compensation. Compensation different with wages or wages, compensation has a 

broad meaning, besides consists of salaries and wages, can also be facility 

housing, facilities vehicles, clothes uniforms, allowances family, alimony health, 

benefits food as well as Still Lots anything else that can _ rated with money too 

tend accepted by employees in a manner stay. Compensation received by 

employees _ Of course just will impact positive for employee nor one company 

_ is employee will feel satisfied so that employee No There is thought for do 

fraud. Besides that, with exists compensation Eat employee will own more 

motivation _ For Work so that impact Good to the output produced by employees 

that also has an impact positive to company.  

Factors are also suspected influential somebody for do action fraud is _ 

style leadership. Leadership style can We understanding as something the way 

one does leader so you can affect employees, so willing Work same and work in 

a manner productive for reach goals that have been set company. 

 

THEORITICAL REVIEW  

Fraud _  

Cheating (fraud) can define as containing cheating _ meaning something 

deviance and deed violate law (illegal act), which is done with on purpose for 

objective certain for example cheat or give description mistaken (mislead) to 

other parties performed by people, either from in or from outside organization. 

Fraud in report finance is a misstatement in disclosure intended amount. _ this _ 

prone to happen when company report taller from the real.  

Internal fraud _ report finance is intentional act by one _ or more member 

management, or administrator, or employee, or party third, through fraud for 

obtain no advantage _ legitimate or oppose law. Fraud is intentional deception 

done to cause loss without recognized by the aggrieved party it and give profit 

for perpetrator cheating. Fraud generally happen Because exists pressure For do 

deviation or encouragement For utilise existing and existing opportunities 

justification (accepted in a manner general) against action the that fraud Alone in 

a manner general is something deed oppose laws that are carried out by people of 

in and or outside organization, with Meaning For get profit private and or group 

that is direct harm party other.  
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Classification Cheating (fraud):  

a. Financial Statement Fraud  

Financial statement fraud can be defined as fraud in the form of material 

misstatement of financial statements which are stakeholders. This fraud can 

be financial or non-financial fraud.  

b. b. Storage of Assets   

Storage of Assets includes misuse/theft of assets.  

c. c. Corruption, Collusion and Nepotism - KKN  

KKN includes abuse of authority, bribery, illegal, acceptance, 

selection/appointment of employees based on kinship/family relations, 

agreement or cooperation between employees or other parties that have an 

adverse impact on the organization/company.  

 

Theories Fraud _  

1. Triangle Cheating (fraud)  

Cheating (fraud) triangle developed by Donald R. Cressey. In the fraud 

triangle, there are 3 factors that cause why someone commits fraud, namely 

pressure, opportunity, and rationalization.  

Pressure is the initial cause of fraud, for example, there is pressing 

pressure in the form of urgent financial needs but cannot be shared with 

anyone. So that fraud is used as a shortcut that is fast and precise to get out 

of this condition.  

Opportunity is the second cause; pressure is not necessarily the cause of 

someone committing fraud. However, an opportunity is needed so that the 

acts of fraud committed are not known by anyone.  

Justification (rationalization). Justification becomes a part that must exist 

and motivation to commit crimes. Justification is needed to defend the 

perpetrator as a trusted person. 

2. Diamond fraud  

Cheating (fraud) diamond is development from fraud triangle. Cheating 

(fraud) diamond explained that fraud occurs _ due to 4 factors ie pressure, 

opportunity, rationalization, and capability.   

Pressure is one of the main factors in someone committing fraud.  Pressure 

can be in the form of financial pressure experienced or pressure from the 

surrounding environment.  

Opportunity is a situation where a person gets the opportunity to commit 

an act of fraud.  

Rationalization/justification (rationalization) is a thought that justifies an 

action to be normal, which is morally acceptable in society normally.   

Capability is related to the ability needed to become a perpetrator of fraud.  

3. Gone Theory  

Gone theory identifies that Fraud is caused by 4 factors, namely greed, 

opportunity, needs, and disclosure.  

Greed related to the greed and greed of corruptors that potentially exist in 

everyone.  

Opportunity related to a system that provides holes for corruption, related 

to the state of the organization/agency or the community environment which 

opens up opportunities for someone to commit fraud.  

Need is a mental attitude that is never enough, full of consumerism, and 

always full of needs that never end.  
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Exposure as related to punishment for corruptors is low, punishment does 

not deter perpetrators or other people, and minimal deterrence effect.  

Cheating (fraud) can be done by anyone, reviewed from perpetrator fraud 

then fraud can classify as following: 

i. Management fraud or commonly referred to as white-collar crime, is a 

crime committed by important people or people with high social status 

and is carried out in the context of work. This crime involves violation of 

duties, obligations and responsibilities by carrying out actions or omitting 

vaguely or clearly in an intentional fraud, theft or misappropriation of an 

asset entrusted to him.  

ii. Fraud by employees, i.e. dishonest actions committed by employees 

causing losses to the entity even though management has taken preventive 

measures. c. Fraud from outside the organization, namely fraud committed 

by suppliers, contractors, and so on in connection with the delivery of 

work, goods, or services that harm the recipient.  

iii. Fraud involving outsiders and people within the organization through 

unhealthy partnerships.  

 

Another reason why fraud can happen that is originating cause _ from 

internal environment and causes from environment external. A number of 

coming cause _ from internal environment is environment no work _ 

supports, the system does not enough, system lack of appreciation, lack level 

interpersonal trust, lack level ethics, high stress levels, demands work, the 

competition is not healthy, no its functioning Company Internal Control, and 

no its functioning Management Company Risk. Whereas reason incoming 

fraud from environment external and in add motive fraud is condition full 

industry competition and conditions economy the economy does n't stable.  

 

In countries that have proceed Where enforcement law Already walk with 

well, condition economy public in a manner general Already Enough or more 

from enough, so the modus operandi of practices cheating becomes lesser.  There 

is indication fraud or cheating / irregularities in something company or agency 

government carried out by employees. deviation This Can happens in various 

layer Work organization, both in parts management peak company and official 

tall something agency.  

The efforts made by the owner company, manager company and employees 

for increase performance No will Once be achieved If in company Still 

entrenched actions cheating. In framework give something effect deter, minimize 

loss consequence cheating and fixing system control so If There is indication 

strong happen something fraud, company expected take the right action with 

conduct investigative audits. Company that owns risk loss finance Because action 

fraud that occurred can disclose Who the doing party fraud that's next will asked 

accountability for replace loss company. Next to have impact effect wary so need 

taken action Good administrative nor law to perpetrator cheating. Related with 

follow carry on in a manner law on fraud is found, then company must own 

thorough consideration _ covers aspect finance company and related legal aspects 

with regulation to employee nor to company.  

With thus, effectiveness disclosure fraud that occurred in the company will 

give mark plus especially for recovery of losses that occur, refinement system 

controlling and making perpetrator potential other fail do cheating. In turn, action 

This will give impact positive for mark company Because will possible company 
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For improve management with enhancement performance company Good from 

aspect economical procurement, efficiency of business processes and 

effectiveness of work programs company.  

Auditors have important role _ in detection and prevention fraud 

presentation report finance. Auditors are responsible answer for plan and perform 

audits for obtain sufficient confidence _ about is report finance free for a material 

misstatement, whether or not it occurred on mistake or cheating. In matter this, 

author do purposeful research _ For detect cheating and knowing What just the 

role of internal auditors’ fraud reports finance. 

 

RESEARCH METHODS  

Study This is study literature (literature review). aim in a manner systematic 

review existing literature _ about Factors Reason Happening Fraud. Literature 

review is research that examines or review in a manner critical knowledge, ideas, 

or the findings contained within _ studies before. Objects in research This is 

secondary data in the form of cheating fraud with _ use document or articles 

supporters with theme fraud. Temporary method study qualitative interpreted  

As something tool measuring, or tool qualitatively done for reflect topic/object 

research. Literature data collected and analyzed with understanding interpretation 

from describing writer factors reason happening fraud.  

 

RESEARCH RESULT  

Based on the results of research related to pre-existing research journals, 

there are factors that cause financial report fraud. Based on the results of Hendrik 

Manassok’s research, the factors that cause fraud to occur in the government in 

North Sulawesi province are the existence of aspects of pressure on officials, 

opportunities for officials and reasons to justify officials. The results of this study 

are in line with the results of Fimanaya and Muhamad Syafruddin's research with 

a journal entitled.  Factors causing fraud is the influence of pressure, opportunity, 

and rationalization of the possibility of fraudulent financial statements. The 

analytical technique used in this study is logistic regression with a stepwise 

method. Meanwhile, according to Ricky, Rida Rsitiyana, Mahdi etc. the factors 

that influence the occurrence of fraud are internal control, salary appropriateness, 

and leadership style. The results of Lusy Suprajadi’s research. Where the results 

of research on the causes of fraud are the existence of fraud risk assessment 

procedures, the audit team must identify fraud risks together into the elements of 

the fraud triangle. The risks that have been classified into the elements of the 

fraud triangle will later be assessed for their significance level based on 

professional judgment. Fraud.  

Furthermore, there are research results from Prapti Antariyata and Raras 

Ega Purnomo. The result is that the factors that cause fraud are the existence of 

organizational justice, internal control, appropriateness of compensation, and 

information asymmetry. The results of this study indicate that organizational 

justice and internal control have a significant effect on motivation to commit 

fraud. The results of this study are in line with the research of Wawan Setiawan, 

Nasron Alfianto and Willyanto Kartiko Kusumo, where the factors that influence 

the occurrence of fraud in the government sector at the Semarang City Service 

are leadership style, effectiveness of the internal control system, organizational 

commitment, suitability of compensation, culture organizational ethics and 

perceptions of law enforcement.  Furthermore, the results were written by Fira 

Fimanaya and Muhamad Syafruddin, where the factors causing fraud are share 



185 

 

ownership by directors and commissioners  can reduce the profitability of fraud, 

therefore companies are advised to consider  ownership of shares by directors and 

commissioners to improve their performance to  reduce the possibility of fraud in 

the company.  

 

CONCLUSION  

Based on results study before, got dis impulsed that there are 3 factors that can 

influence in a manner significant to fraud internal fraud reporting finance . Factor 

the is Pressure, Opportunity and Rationalization. An auditor also plays a role 

important in company for serve reporting finance. Because of cheating own 

element deception, trust, deceit power, and concealment strategy, then need exists 

understanding theory fraud, the factors that give rise fraud, observing signal 

cheating and understanding scenario fraud as well as methodology designed for 

find fraud is step systematic for detect happening fraud or fraud in something 

company. Very influential thing procedure further audit testing is existing results 

assessment risk fraud in room upper audit scope report finance.  
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ABSTRACT 

 

This study aims to reveal the extent to which the Application of Environmental 

Accounting for the Management of Hazardous and Toxic Waste (B3) at Masohi 

Hospital. The data analysis methods and techniques used in this research are 

qualitative descriptive and direct interviews with informants to describe the 

reality of the event under study. All the data used comes from the hospital's 

internal documentation. From the results of the study, it can be seen that Masohi 

Hospital has not yet implemented Environmental Accounting. Suggestions for 

hospitals to immediately manage their Environmental Costs by Implementing 

Environmental Accounting to make it easier for hospitals to evaluate 

performance, as well as environmental costs, 

Keywords: Disclosure of Application of Environmental Accounting, Hospital 

Waste, PSAP, Hansen & Mowen. 

 

INTRODUCTION 

Hospitals use a variety of materials, facilities, and equipment that may 

contain toxic or hazardous materials in carrying out their duties. Environmental 

health problems characterized by indicators of decreasing quality of 

environmental health media in hospitals such as water, air, food, facilities and 

buildings, disease-carrying animals, and vectors can result from interactions 

between patients and the hospital environment. As a result, the hospital 

environment does not meet the established environmental health quality standards 

and health requirements. 

According to the Regulation of the Minister of Health No.1204 / Menkes / 

PerXI / 2004 which regulates environmental hygiene requirements in hospitals, it 

is stated that "a hospital is a health service facility, a gathering place for sick and 

healthy people, or a place and environment that is permissive for the spread of 

disease. Pollution and health problems, to avoid risks and health problems, it is 

necessary to organize a hospital environment. According to Government 

Regulation No. 74 of 2001, "B3 waste generated in hospitals needs to be managed 

to prevent or reduce B3 impacts on the environment, human health and other 

biological impacts". Therefore, environmental management in hospitals needs to 

be carried out systematically and continuously. 

Environmental accounting is the identification, measurement and allocation 

of environmental costs and integration of costs into business decision making, 

Ikhsan (2008). The costs in question are costs incurred for environmental 

management, according to Hansen and Mowen (2005) environmental costs are 

costs incurred because of poor environmental quality or because of poor 

environmental quality that might occur. Environmental accounting plays a very 

important role in assisting the preparation of financial reports that disclose the 

mailto:pujiantosulkan@gmail.com
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costs of preventing environmental pollution, assisting internal hospital parties in 

making decisions and can provide clear information for external parties because 

it is explained in quantitative form which is useful for improving the image of the 

hospital. 

Until now, environmental accounting practices in Indonesia have not been 

effective. The rapid pace of development in each region with the existence of this 

autonomy sometimes overrides environmental aspects which are realized or not 

which will eventually become the main cause of environmental problems. 

Environmental activists in Indonesia assess the environmental damage that has 

occurred so far due to the government's inconsistency in implementing it. 

The Masohi Regional Public Hospital, Central Maluku Regency, is a type 

C hospital and is the only regional hospital that provides public services to the 

community in Central Maluku Regency. In daily service and healing activities, 

this hospital cannot be separated from the problem of waste it generates, 

especially B3 medical waste. The medical waste generated by the activities 

carried out at the Masohi Hospital is quite concerning because the hospital 

stockpiles so much medical waste that the volume exceeds the limit for the 

medical waste storage they provide in other places where the waste collection is 

considered inadequate.  

Management and destruction of B3 waste is carried out based on a work 

order issued by the first party or the hospital. Then the second party in the city of 

Ambon and the third party in Surabaya will carry out service work to the first 

party based on cost calculations when the B3 waste is received at the third-party 

facility. In its management, the impact of the medical waste that is stockpiled will 

not only pollute the hospital environment where many patients and health workers 

are active in it, but the surrounding community will also feel the impact because 

this hospital is located in a densely populated residential area. Even though it was 

explained in the agreement of the three parties in the management of B3 waste 

that the maximum limit for holding waste before it is managed is only 90 days 

from the work time of the three parties, but in the field, it is not in accordance 

with what is in the contents of the agreement because the waste is accommodated 

by the hospital has exceeded the maximum limit of waste management agreed by 

the three parties.  

As an organization working in the health sector, it is only fitting that this 

general hospital in the Masohi area pays attention to environmental conditions 

and the surrounding community as an impact that arises from its operational 

activities. Therefore, it is very important to report on environmental activities to 

gain confidence in developing the organization in the future. but in the field, it is 

not in accordance with what is in the contents of the agreement because the waste 

that is accommodated by the hospital has exceeded the maximum limit of waste 

management agreed by the three parties. As an organization working in the health 

sector, it is only fitting that this general hospital in the Masohi area pays attention 

to environmental conditions and the surrounding community as an impact that 

arises from its operational activities.  

Therefore, it is very important to report on environmental activities to gain 

confidence in developing the organization in the future. but in the field, it is not 

in accordance with what is in the contents of the agreement because the waste that 

is accommodated by the hospital has exceeded the maximum limit of waste 

management agreed by the three parties. As an organization working in the health 

sector, it is only fitting that this general hospital in the Masohi area pays attention 

to environmental conditions and the surrounding community as an impact that 
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arises from its operational activities. Therefore, it is very important to report on 

environmental activities to gain confidence in developing the organization in the 

future. It is fitting for the general hospital in the Masohi area to pay attention to 

environmental conditions and the surrounding community as an impact that arises 

from its operational activities. therefore, it is very important to report on 

environmental activities to gain confidence in developing the organization in the 

future. It is fitting for the general hospital in the Masohi area to pay attention to 

environmental conditions and the surrounding community as an impact that arises 

from its operational activities. therefore, it is very important to report on 

environmental activities to gain confidence in developing the organization in the 

future. 

 

LITERATURE REVIEW 

Environment 

Law No. 32 of 2009 concerning Environmental Protection and 

Management article 1 paragraph 1 is "The unity of space with all objects, power, 

conditions and living things, including humans and behavior, which affect the 

continuity of life and the welfare of humans and other living things." 

The environment, based on the general definition, is everything around 

human objects related to their activities. Environmental elements are matters 

related to land, air, natural resources, flora, fauna, humans, and the correlation 

between these factors. The central point of environmental issues is humans. 

 

Environmental Pollution 

The definition of environmental pollution in Law No. 23 of 1997 

concerning environmental management in Article 1 paragraph 12 concerning 

Environmental Pollution is the entry or inclusion of living things, substances, 

energy, and/or other components into the environment by human activities so that 

their quality drops to a level exclusivity which results in the environment not 

being able to function as intended.  

 

Hospital Waste 

Hospital waste is waste due to active processes where some of the waste is 

hazardous and toxic waste (B3) which contains pathogenic, infectious and 

radioactive micro-organisms. Some of this waste can be reused with exclusive 

technology and some can no longer be reused. Thus, hospital waste is all waste 

generated by all hospital activities (Sitepu, 2015). The amount of medical waste 

originating from health facilities is estimated to increase over time. The reason 

for this is the increasing number of hospitals, health centers, medical clinics, as 

well as medical laboratories. from Minister of Health No. 

1204/Menkes/SK/X/2004 regarding hospital environmental health requirements. 

 

Environmental Accounting 

The concept of environmental accounting for companies encourages the 

ability to minimize the environmental problems it faces. Many large industrial 

and service companies are now implementing environmental accounting. The aim 

is to increase the efficiency of environmental management by conducting an 

assessment of environmental activities from the point of view of environmental 

costs and economic benefits. 
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Purpose of Environmental Accounting 

According to Hermiyetti and Dondokambey (2012) the objectives of 

environmental accounting are: 

i. As an environmental management tool to assess the effectiveness of 

environmental conservation activities. Environmental accounting data is also 

used to determine the cost of environmental management facilities, assess 

output levels and achieve each year in order to ensure continuous 

improvement of environmental performance. 

ii. As a communication tool with the public, it is used to convey the impact of 

environmental accounting to the public. Responses and views on 

environmental accounting from customers and the public are used as 

corporate feedback in environmental management. 

 

Functions and roles of Environmental Accounting 

Internal Function 

Internal functions are functions related to the company's own internal 

parties. The internal party is the party that organizes the business. The internal 

function allows us to manage environmental protection costs and analyze 

environmental protection costs and activities in an effective, efficient and in sync 

with decision making. This internal function is expected to be a business 

management tool that can be used by managers when working with business 

units. 

 

External Functions 

External function is something related to aspects of financial reporting. The 

crucial factor that companies need to pay attention to is the disclosure of the 

results of environmental conservation activities in the form of accounting data. 

The information disclosed is the results that are measured quantitatively from 

environmental conservation activities. Included in it is the issue of economic 

resources of a company. 

 

Benefits of Environmental Accounting 

Ikhsan (2008), the benefits of implementing environmental management 

accounting include: 

i. Ability to accurately research and regulate the use and flow of energy and 

materials, including pollution/residual volume, other types and so on. 

ii. Ability to accurately identify, estimate, allocate, manage or reduce costs, 

especially environmental types. 

iii. More accurate and more comprehensive news to support origination and 

participation in voluntary, cost-effective programs to improve environmental 

performance. 

iv. More accurate and comprehensive news for measuring and reporting on 

environmental performance, such as improving corporate image in. 

stakeholders, customers, local residents, employees, government, and 

financial providers. 

 

Environmental Costs 

Environmental costs based on Hansen and Mowen (2009) are “costs that 

occur due to poor environmental quality or poor quality that may occur. Thus, 

environmental costs relate to the creation, detection, repair, and prevention of 

environmental degradation. According to Saputra, et al (2019) "Environmental 
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costs are all financial and non-financial sacrifices incurred by companies to 

maintain environmental stability." 

 

Environmental Cost Classification 

Environmental costs can be classified into four categories based on Hansen 

and Mowen (2009), namely: 

i. Environmental prevention costs are costs for activities carried out to prevent 

the production of waste and/or waste that results in environmental damage. 

Process and product design to reduce or eliminate waste. 

ii. Environmental detection costs (environmental detection costs) are costs for 

activities carried out in determining whether products, processes, other 

activities in the company meet applicable environmental standards or not. 

Examples of detection activities are: 

- Environmental internal failure costs are costs for activities carried out 

due to the production of waste and garbage, but not disposed of to the 

outside environment. material residue recycling 

iii. environmental external failure costs (environmental external failure costs) 

mean costs incurred after releasing waste or garbage into the environment. 

Cleaning polluted land. 

 

Application of Environmental Accounting 

To make it easier to analyze the role of environmental accounting for 

hospitals, Mulyani (2013) is of the opinion that in order for budget allocations to 

be implemented effectively and efficiently, steps are needed so that the planned 

rules can be implemented. The object of this research is a government-owned 

hospital, and the researcher refers to the Statement of Government Accounting 

Standards (PSAP) No. 1 of 2010 include the following: 

i. Identification 

According to Suciati (2018: 20) Identification is needed to determine 

management costs related to the environment, after identifying these 

economic incidents and then recording them to become a path for the 

company's financial activities. Any existing environmental costs are 

classified by the company differently. So, every company still has an 

asynchronous view of determining environmental accounting costs. in this 

study, the determination of cost grouping will follow environmental costs 

according to the theory of Hansen and Mowen (2008). 

 

ii. Confession 

After identifying the costs incurred, these costs are then recognized as an 

expense account when a number of benefits and values have been issued. 

According to Suwardjono on Wanggono (2016: 17) recognition is recording 

into the accounting system an number of rupiah so that this amount will affect 

the financial report post. The Basic Framework for Preparing the Presentation 

of Financial Statements (2015) in Suciati (2019) states that "Recognition is 

the process of forming a pattern that meets the definition of elements and 

recognition criteria". 

 

iii. Measurement 

Measurement from Suwardjono in Suciati (2019) is "Determination of a 

number or unit of measurement for an object to share a certain meaning of 

that object". The Basic Framework for Preparing the Presentation of 
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Financial Statements paragraph 100 (2015) in Suciati (2019) reveals that a 

number of asynchronous measurement bases are used to varying degrees and 

combinations in financial statements. 

 

iv. Presentation 

The costs involved in environmental management are presented along 

with the costs of other homogeneous units in sub-administrative and general 

costs. Presentation of costs in financial reports can be done using different 

account names because there are no standard provisions regarding the 

allocation of environmental financing. Government Accounting Standard 

Statement (PSAP) No. 1 regarding the Presentation of Financial Statements 

paragraph 14 reveals that the objective of financial statements is to meet the 

common needs of the majority of report users. 

 

Hansen and Mowen (2008) argue the importance of reporting 

environmental costs when an organization focuses on improving and controlling 

its environmental costs. A report that provides a breakdown of environmental 

costs by cost is a good environmental cost report. Grouping environmental costs 

according to cost category will convey two crucial results, namely the impact of 

environmental costs on profitability and the relative amount spent for each 

category. 

 

Disclosure 

Based on Ikhsan (2008) environmental accounting disclosures are 

disclosures in the form of environmental accounting reports, disclosures in 

environmental accounting are a type of voluntary disclosure, this arises because 

there is no standard that regulates environmental financial reports. This disclosure 

aims to show citizens the form of activities carried out in the company as a social 

and environmental concern. 

 

RESEARCH METHODS 

This type of research is a case study with a qualitative descriptive analysis. 

Case study research (Umar 2005:23) is a detailed study of an exclusive object 

over a certain period of time using in-depth and comprehensive coverage 

including environmental conditions and its past. 

Data collection techniques used in this study: 

i. Observation is carried out by observing the research object either exclusively 

or not without affecting the object. 

ii. An interview is a meeting of two people to exchange information and ideas 

through question-and-answer activities. 

iii. Documentation, taking news from records, literature books, magazines, 

online articles and other supporting documents to support this research. 

 

The data analysis technique in this research is descriptive qualitative with 

1 step as follows: 

i. Identify the environmental cost components of Masohi Hospital based on 

Hansen and Mowen, 

ii. Analyzing the recognition of environmental costs at Masohi Hospital from 

the Basic Framework for the Preparation and Presentation of Financial 

Statements (KDPPLK) 
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iii. Analyzing the measurement of environmental costs at Masohi Hospital from 

the Basic Framework for Preparation and Presentation of Financial 

Statements (KDPPLK) 

iv. Analyzing the presentation of the presentation and reporting of 

environmental costs at Masohi Hospital based on the Statement of 

Government Accounting Standards. 

v. Analyzing the disclosure of environmental costs at Masohi Hospital from the 

Statement of Government Accounting Standards 

vi. Draw conclusions. 
 

RESULTS AND DISCUSSION 

Based on the research conducted, it is known that Masohi Hospital has not 

implemented environmental accounting, identification of costs for needs related 

to the environment is still recognized as a general expense by Masohi Hospital. 

Presentation of cost reports for the environment has not been carried out 

specifically in operational reports, RSUD Masohi reports environmental costs as 

maintenance expenses. 

To find out the environmental costs incurred by Masohi Hospital, the 

researcher conducted manual identification by interviewing informants and 

tracing the Budget Plan (RAB) and Budget Realization Report (LRA) to get 

details of the expenses incurred by Masohi Hospital because there was no 

explanation regarding environmental costs. in the Notes to Financial Statements 

(CaLK), the data that the researchers found regarding the burden on the 

environment was only found in the explanation of stock taking for the 

procurement of cleaning equipment and cleaning materials. 

 

DISCUSSION 

The results of this study indicate that the object under study is a 

government-owned hospital, so the researcher refers to the Statement of 

Government Accounting Standards (PSAP) No. 1 of 2010, namely Identification, 

Recognition, Measurement, Presentation, and Disclosure. With the concept of 

environmental costs promoted by Hasen & Mowen. The following is a discussion 

of the results of the research studied: 

i. Identification of Environmental Costs at Masohi Hospital based on the theory 

of Hansen and Mowen 

ii. Identification is the initial stage in the accounting cycle, identification helps 

in categorizing various transactions. RSUD Masohi in identifying costs for 

environmental management are treated as general costs, the hospital has not 

carried out special treatment of these costs. 

  

The costs incurred by hospitals in 2021 and 2022 for managing 

environmental costs can be seen in the Hospital Budget Realization Report 

(LRA), then researchers made comparisons according to the results of the data 

found with Hansen and Mowen's theory. 

Hansen and Mowen's theory make it easy to classify the distribution of costs 

into four categories of environmental costs according to Hansen and Mowen, 

namely prevention costs, environmental detection costs, internal failure costs, and 

external environmental failure costs. In addition, by categorizing the costs 

incurred by the hospital to manage its environment, it can assist management in 

evaluating expenses for certain categories in order to minimize costs that will 

arise if prevention is not carried out first. 
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RSUD Masohi has not yet made an identification according to Hansen and 

Mowen's theory. RSUD Masohi does not incur costs for external environmental 

failures because the hospital has not reached the stage of releasing waste or 

garbage into the surrounding environment because the liquid and solid waste 

produced is managed first before being disposed of and there is no management 

for hazardous and toxic waste (B3) by the RSUD Masohi directly because the 

management of B3 waste is handed over to a third party, namely PT Artama 

Sentosa. This is in line with Hansen's theory (2009) which states that "The cost 

of external environmental failure is the cost incurred after releasing waste or 

garbage into the environment". 

 

Recognition of Environmental Costs at Masohi Hospital According to the 

Basic Framework for the Presentation of Financial Statements (KDPPLK) 

After the costs are identified, these costs will then be recognized as an 

expense account, recognition according to Wanggono (2016: 17) recognition is 

recording into the accounting system an amount in rupiah so that the amount will 

affect the financial report post. 

The researcher made a comparison regarding the recognition of costs used 

by Masohi Hospital with the Basic Framework for Preparing Financial Report 

Presentation (KDPPLK). income statement if the future economic benefits 

associated with a decrease in an asset or an increase in a liability can be measured 

reliably. 

The hospital has not made recognition based on the Basic Framework for 

Presentation of Financial Statements (KDPPLK) because there is no 

categorization related to activities related to the environment so that the decline 

in assets cannot be measured reliably as described in paragraph 94 in the Basic 

Framework for Preparing and Presenting Reports Finance. This explains that 

Masohi Hospital has not recognized environmental costs in accordance with the 

Basic Framework for the Preparation and Presentation of Financial Statements 

(KDPPLK). 

 

Measurement of environmental costs at Masohi Hospital according to the 

Basic Framework for Presentation of Financial Statements (KDPPLK) 

Measurement is intended as a determinant of numbers or units of 

measurement for an object so that there is an understanding of the value of the 

object. RSUD Masohi in measuring costs related to environmental management 

uses monetary units based on historical costs, the hospital uses the previous 

period's budget realization as a measure for the budget design for the next period. 

The Basic Framework for Preparing the Presentation of Financial Statements 

(KDPPLK) measures an element of financial statements based on historical cost, 

current cost, realized/completion value, and present value. 

Suwardjono (2010) states "Measurement is the process of assigning 

numbers or labels to the unit of analysis to represent the attributes of the concept 

of an attribute is something that is attached to an object that describes the 

properties or characteristics contained in the object". According to Suwardjono's 

explanation, measurement means assigning a number to an object, in other words 

there must be an object first so that the process of assigning a number can be 

carried out, whereas what has happened in hospitals has not been the 

identification of environmental costs. 

RSUD Masohi has not measured environmental costs based on the Basic 

Framework for Presentation of Financial Statements. This is because at the 
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measurement stage there are no objects that can describe the nature or 

characteristics they contain. 

 

Presentation of Environmental Costs at Masohi Hospital According to the 

Statement of Government Accounting Standards (PSAP) 

The Statement of Government Accounting Standards (PSAP) states that the 

presentation of expenses is presented in the operational report which is 

recognized as a deduction from net worth. RSUD Masohi presents environmental 

costs with similar costs as maintenance costs in their operational costs, there is 

no specific presentation regarding costs for environmental management. 

RSUD Masohi has not made presentations related to environmental costs 

in accordance with the Statement of Governmental Accounting Standards (PSAP) 

because environmental costs are presented in the Operational Report as 

maintenance costs. 

 

Disclosure of Environmental Costs at Masohi Hospital according to the 

Statement of Governmental Accounting Standards (PSAP) 

The Government Accounting Standards have not regulated environmental 

reports, unlike the Financial Accounting Standards which have mentioned a little 

about environmental reports which can be explained in the Notes to Financial 

Statements. In the Conceptual Framework on page 15 paragraph 14, which is in 

Government Accounting Standards (SAP) only mentions a little about the 

information presented should produce benefits that exceed costs in order to 

reduce costs, present environmental costs. According to Ikhsan (2008) it can 

provide several benefits including being able to increase performance in 

environmental management and improve corporate image. 

According to Dahlan (2003) there are 2 types of disclosure, namely 

mandatory and voluntary disclosures. Disclosure of environmental costs is a 

voluntary type because there are no rules that require entities to make special 

reports regarding their environmental management, however disclosing 

environmental costs can provide additional value for Masohi Hospital when 

making reports about their environment because it can provide a good image for 

users of financial statements besides Therefore, reports on the environment will 

assist management in assessing its performance. 

RSUD Masohi has not disclosed its environmental costs because 

environmental costs are combined with similar costs as maintenance costs in 

operational reports, and there is no disclosure of costs incurred for environmental 

management in the Notes to Accounting Reports (CaLK). 

RSUD has not disclosed costs for environmental management, in the Notes 

to Financial Statements, only the policies or rules used by the hospital and stock 

taking are disclosed. 

 

CONCLUSIONS AND RECOMMENDATIONS 

Conclusion 

RSUD Masohi has not yet implemented environmental accounting for its 

waste management. In identifying costs for environmental management at 

Masohi Hospital, Hansen and Mowen did not identify environmental costs. Then 

at the stage of recognizing environmental costs, it shows that Masohi Hospital is 

not in accordance with the Basic Framework for Preparing Financial Statements 

(KDPPLK). RSUD Masohi has not made measurements in accordance with the 

Basic Framework for the Presentation of Financial Statements. RSUD Masohi 
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has also not made presentations and disclosures related to the costs associated 

with managing their environment. 

 

Suggestion 

For hospitals to manage their environmental accounting, this will make it 

easier for Masohi Hospital to evaluate their performance so that costs incurred 

can be more organized in order to reduce larger costs due to a lack of precautions 

against environmental management. Environmental costs should be given special 

treatment to make it easier to track costs for environmental management because 

the total costs incurred by hospitals are also relatively large to avoid misusing the 

benefits of these costs. 
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ABSTRACT 

 

This study aims to determine the effect of customer accounting and strategic 

costing on organizational performance. This quantitative research was carried 

out at Health Clinics which are included in the classification of primary clinics 

and main clinics in Indonesia. A total of 101 respondents were obtained and used 

in the study. Multiple regression tests are used to test the effect of customer 

accounting and strategic costing on performance. The results show that the 

customer accounting variable has no effect on organizational performance in the 

health clinic business category of main clinics and pratama clinics. Meanwhile, 

strategic costing influences organizational performance. This supports the 

importance of strategy in financing within the organization. 

Keywords: Customer Accounting, Strategic Costing, strategic management 

accounting, Organizational Performance 

 

INTRODUCTION 

The challenges of dynamic economic conditions put a special pressure on 

business organization the company is trying to improve to adapt to the 

unstoppable advances in information technology, including market growth with 

various new business patterns. Positive performance as a target is used as an 

indicator of business success. In a competitive environment, efforts are directed 

at how to focus on customers as one of its competitive advantages (Ng & Wood, 

2018). The company seeks to view customer needs as something that should be 

adopted as a response to market needs. As a response to this condition, Guilding 

& Mcmanus, (2002) developed customer accounting techniques as well as 

strategic costing. This technique is directed at achieving profits and increasing 

sales generated from customers or groups of customers (Dang et al., 2021). Many 

studies and their applications have been carried out in manufacturing sector 

companies (Cinquini & Tenucci, 2006; Guilding et al., 2000; Tillmann & 

Goddard, 2008), but there are still few studies that look at the influence of 

strategic management accounting techniques---including customer accounting 

and strategic costing --- in service sector companies (Noordin, Zainuddin, Fuad, 

et al., 2015). Research on health service companies was carried out by Lachmann 

et al., (2013), Noordin, Zainuddin, Mail, et al., (2015). In addition to the hospital 

group, businesses at the clinic level also need to develop strategies to increase 

customer loyalty and visits, both from government insurance guarantees, private 

insurance, and non-insurance.  

Clinics or health services grow and develop in response to community 

needs. Health services in Indonesia are provided through medical practices, 

puskesmas, primary clinics, main clinics, and hospitals. As of January 2023, BPJS 

as health insurance provided by the government has recorded the number of 

participants in the national health insurance (JKN) reaching 246.67 million 

people, while the national health insurance facilities (JKN) are 10,283 puskesmas 

units, 7,158 pratama clinic units, 392 main clinic units, 2,601 hospital units and 
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the remaining 4,720 individual doctor practice service units, 1,138 dentist 

practice units (Bpjs-kesehatan.go.id). In addition to the national health insurance 

provided by the government, there are other health insurances that provide health 

protection such as healthy protection cigna, astra garda healthtech, Axa Mandiri 

Smartcare executive, lippo healthplus Family, Simas Sehat Gold, BRI Life 

Dasetera, Chubb Hospital Cashback Protection, Prudential PruPrime Healthcare 

Plus, Allianz Smarthealth, Manulife MiUltimate, BNI Life, AIA Hospital & 

Surgical Protection, and others (lifepal.co.id). Health insurance that protects the 

community selects the best, closest health service that covers the chosen service 

scheme. Insurance companies also provide space for users to choose which health 

service unit they prefer. The high level of competition between health service 

providers makes health service businesses try to prepare their competitive 

advantage to improve business performance. Performance measurement is 

important for management to plan the goals of an organization in the future and 

evaluate organizational performance (Lubis et al., 2019). Indeed, for the 

insurance group provided by the government, it is more regular with the location, 

type of treatment, and costs covered, however, customer satisfaction remains the 

focus of the clinic. 

Strategic Management Accounting Techniques (SMAT) combine financial 

and non-financial techniques aimed at providing reliable information in dealing 

with the environment (Pavlatos & Kostakis, 2018). In the context of this study, 

researchers focused more on the company's internal efforts, one of which was in 

service to customer quality or customer accounting (Valentine & Devie, 2015) 

and cost management or strategic costing (Cynthia & Devie, 2015). Al-mawali et 

al., (2012) showed that customer accounting can improve organizational 

performance. Previously (McManus, 2013) explained that the higher the level of 

industry competition, the manager must increase the potential related to 

consumers so that sales increase. Customer accounting focuses on how the 

customer service perspective is used as a means to improve company 

performance. This is confirmed by Valentine & Devie, (2015) which shows that 

customer accounting has an effect on company performance. Nonetheless, Al-

Mawali & Lam, (2016) shows two customer accounting indicators, namely, 

lifetime customer profitability analysis (lcpa) and valuation of customer as asset 

(vca) have no effect on organizational performance. In the research of Cynthia 

and Devie (2015) which states that strategic costing has a positive effect on 

organizational performance. Then the research by Ardiansyah et al. (2021) stated 

that strategic costing has an effect on organizational performance. Meanwhile, in 

Alsoboa et al. (2015) which states that three explanatory variables namely ABC, 

TC, and COQ have a statistically significant positive effect on overall 

performance, financial performance, and market performance. Other explanatory 

variables, namely costing, LCC, and VCC attributes, do not have a statistically 

significant effect on performance categories. The same thing is shown by Malmi 

et al., (2004) elements of customer accounting, namely customer profitability 

analysis has no effect on company performance. The difference in the results of 

this study encourages further research. 

Focus on customers is important to get new and loyal customers, but to get 

competitive services, strategic costing is needed to design the right financing. 

Cynthia & Devie, (2015) shows that there is a positive and significant influence 

between strategic costing on organizational performance. However, Noordin, 

Zainuddin, Mail, et al., (2015) shows that strategic costing, which is also called 

product related information, has no effect on financial performance. Based on the 
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background explanation above and the differences in previous research, this 

research is important to provide further information that can explain the 

relationship between customer accounting and strategic costing which is a 

strategic management accounting technique for performance 

 

THEORETICAL FOUNDATION 

Theory of Resource Based View (RBV) 

Barney, (1991) explains that in order to understand how sources of 

competitive advantage are formed, it is first understood that a company's 

resources may be heterogeneous and immobile. Nonetheless, not all company 

resources have the potential for sustainable competitive advantage. Potential 

company resources must have four attributes, namely (a) they must be of value 

that can create opportunities and neutralize threats in the company's environment, 

(b). resources are scarce, (c) these resources cannot be completely imitated, (d) 

these resources strategically have equivalent substitutes. The Core Resource 

Based View (RBV) was developed by Barney (1991). The Resource Based View 

states that the company's resources and capabilities are an important component 

for the company which is the basis of the company's competitiveness and 

performance capabilities. In this view, potential resources must be maintained and 

developed to form a competitive advantage. Customer accounting based on the 

development of potential customers seen from a financial perspective. The use of 

affective resources can be used as a means to determine strategic financing for 

company service products that encourage the formation of competitive advantage. 

Crook et al., (2008) describe that strategic resources can explain a significant part 

of the performance variance. The same thing was explained by Azmi et al., (2021) 

that different resources will be able to produce different performance. 

 

Organizational Performance 

Organizational performance is the achievement of the results of company 

members which can be measured in terms of revenue, profit, growth, 

development and expansion of the organization (Ejere and Abasilim, 2011). 

Balance scorecard is a management tool designed to measure every activity 

carried out by an organization in order to realize organizational goals (Kaplan and 

Norton, 2000). 

Strategic Management Accounting 

Management accounting is a management accounting system to support strategic 

decision making (Dixon & Smith, 1993). Cadez & Guilding, (2008) argues that 

strategic management accounting can be viewed from a perspective that focuses 

on strategic-oriented accounting techniques and focuses on the involvement of 

accountants in the strategic decision-making process. Strategic management 

accounting techniques are classified into five topics, namely (1) strategic costing; 

(2) strategic planning, control and performance measurement; (3) strategic 

decision making; (4) competitor accounting; and (5) customer accounting (Cadez 

& Guilding, 2012; Cescon et al., 2018). 

 

Customer Accounting 

Customer accounting was originally introduced by Simmonds (1981). The 

normative contribution of strategic management accounting is attached to 

competitor accounting practices and competitive position monitoring, strategic 

cost management, strategic investment appraisal, and the development of 

contemporary accounting with strategic components such as activity based 
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costing and balanced scorecard. Customer accounting focuses on strategies to 

measure each customer up to the contribution made by the customer to the 

profitability of a company both in the past, present and future. According to Cadez 

& Guilding (2008), there are 3 indicators of customer accounting, namely 

customer profitability analysis, lifetime customer profitability analysis, customer 

assessment as an asset. By using customer accounting, companies can update 

their strategy in viewing profitable customers. This grouping allows the company 

to capitalize on its potential resources by hooking up its potential customers and 

designing different things for previously unprofitable customers by offering them 

new services. 

 

Strategic costing 

Strategic costing or cost strategy is a market-oriented strategy and costs and 

data to put forward and develop strategies that can become a strength in 

competitive advantage in the future (Cadez and Guilding, 2008). Aksoylu and 

Aykan stated that there are 5 indicators of strategic costing, namely activity-based 

costs, chain costs, target costs, life cycle costs, quality costs. 

 

Customer Accounting influences organizational performance 

In the context of performance achievement, the perspective of the theory of 

resources-based view looks at the utilization of potential resources used to 

support strategies that form competitive advantage. Utilization of its competitive 

advantage can improve organizational performance. Customer accounting is one 

of the strategic technical resources to support organizational performance. Turner 

et al., (2017) explained that as an organizational effort to increase competitiveness 

and performance, the company also implements internal policies and procedures 

that are consistent with its business strategy. Therefore, strategic management 

accounting techniques such as customer accounting can lead to the success of the 

company. Dang et al., (2021) show that customer accounting as a strategic 

management accounting technique influences business performance. The use of 

strategic management accounting techniques including customer accounting has 

a positive effect on performance (Cadez & Guilding, 2008; Lubis et al., 2019). 

Likewise, Connor & Cheung, (2007) showed consistent predictions that 

performance would increase if customer accounting practices were more widely 

used in organizations. Based on these arguments, then: 

H1: Customer accounting influences organizational performance 

 

Strategic Costing affects organizational performance. 

Strategic costing is part of strategic management accounting used by 

organizations or companies to achieve organizational performance. Referring to 

the theory of resources-based view, utilization of potential resources related to 

strategies such as strategic costing can increase competitive advantage and 

organizational performance. Aksoylu & Aykan, (2013) show that strategic 

costing-oriented strategic management accounting techniques have an effect on 

performance. This is in line with Cynthia & Devie, (2015) showing that strategic 

costing has a positive effect on performance. Therefore, the hypothesis is 

formulated: 

H2: Strategic Costing affects organizational performance. 
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RESEARCH METHOD 

Data collected through a survey questionnaire survey conducted in small 

and medium enterprises in the health clinic sector which is included in the 

classification of primary clinics and main clinics. The database was obtained from 

www.bpjs-kesehatan.go.id. From 7,158 primary clinic units, 392 main clinic units 

in Indonesia, 101 data were collected and could be processed, while 9 survey 

questionnaire filling data could not be obtained because they were incomplete. 

The questionnaire instrument uses a Likert scale starting from a score of 1 

strongly disagree to a score of 5 strongly agree. The dependent variable in this 

research is organizational performance which refers to Hernaus et al., (2008), 

while the independent variables namely customer accounting and strategic 

costing are measured respectively and refer to Al-Mawali, (2015); Al-mawali et 

al., (2012) and Cynthia & Devie, (2015). The research results were obtained from 

the processing of multiple regression tests that had previously passed the validity 

and reliability of the data, classical assumption tests. 

 

RESULTS AND DISCUSSION 

Descriptive analysis explains the description of the characteristics of the 

respondents and explains the respondents' assessment of the research variables, 

namely Customer Accounting, Strategic Costing and Organizational 

Performance. The results of the descriptive analysis show that there are 101 

processed data with a standard deviation recapitulation that is smaller than the 

average in each variable. 

        

Table 1 Results of descriptive analysis 

 

N 
Min Max Means 

Std. 

Deviation 

X1 101 27 39 33.89 2,545 

X2 101 23 40 34.00 3,484 

Y 101 28 40 36.13 2,795 

Source: Author 

 

Based on the results of multiple linear regression for the dependent variable 

organizational performance is shown in table 2. Based on table 2, the customer 

accounting variable shows an insignificant p value, thus hypothesis 1 is not 

supported. Strategic costing affects organizational performance, so hypothesis 2 

is supported. This can be seen in the t value of 2.788 and the p value of .006. 

Adjusted R2 value shows 5.7% of organizational performance is influenced by 

customer accounting and strategic costing variables, while the rest is influenced 

by other variables. 

Table 2 Multiple regression test results 

 statistics 

Variables coefficient std. error t-value p-value 

intercepts 31,345 3,769 8,317 .000 

customer 

accounting 
-1.08 .122 -.884 .379 

strategic costing .248 089 2,788 .006 

     F Statistics: 4,026; Sig. .021; while R2: .076; Adjusted R2: .057 

Source: authors 
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Based on the results of table 2, it can be seen that customer accounting has 

no effect on organizational performance at pratam clinics and main clinics in 

Indonesia. This is in line with Al-Mawali & Lam, (2016) which shows that 

customer accounting for lifetime customer profitability analysis instruments and 

instrument valuation of customers as assets has no effect on performance. 

According to Connor & Cheung, (2007) the size of the influence of customer 

accounting on the organization is influenced by the fit between customer 

accounting practices and the organization itself. Pavlatos, (2015) explains that the 

use of strategic management accounting is influenced by perceived 

environmental uncertainty.  

Therefore, if the company is in a high environmental uncertainty, the 

company will tend to use more strategic management accounting tools to improve 

managerial planning and control. Companies will use customer accounting as a 

strategic management accounting technique to improve their performance, 

conversely if the environmental uncertainty is low, then the company may not 

really need tools to help strategy. For general conditions at primary and primary 

clinics, management focuses more on government insurance services (BPJS) 

whose value has been determined in forms of cooperation such as capitation 

contracts. So that many clinical businesses have probably felt safe with the 

cooperation of health insurance from the government for health services rather 

than patients who come at their own expense, who are funded by the company 

where the patient works, or who are financed by other private insurances. The 

strategic costing variable has an effect on organizational performance. This is in 

line with Aksoylu & Aykan, (2013); Cynthia & Devie, (2015) that strategic 

costing is needed to plan and control the company's strategic financing in order 

to increase competitive advantage and organizational performance. 

 

CONCLUSION 

An interesting finding in this research is that customer accounting has no 

effect on organizational performance for pratama clinics and main clinics in 

Indonesia. Customer accounting instruments in some conditions are not really 

needed for companies with a low perceived level of environmental uncertainty. 

Meanwhile, strategic costing influences organizational performance. Strategic 

costing instruments are important for developing financing strategies for primary 

and primary clinics in Indonesia. Nonetheless, the limited number of samples can 

be interpreted with caution, and the focus of this research is only on customer 

accounting and strategic costing so that the role of other variables is not the focus 

of this study. 
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ABSTRACT 

 

This study aims to analyze the effect of Internal Control and Management Control 

System (MCS) on Employee Performance with Work Commitment as a 

moderating variable (Empirical Study on Pandeglang Regency Government). The 

research methodology used is a quantitative method, using primary data obtained 

from the results of distributing questionnaires to respondents. The data analysis 

technique used is multiple linear regression analysis with PLS software. The 

results of this study indicate that Internal Control influences Employee 

Performance, Management Control System (MCS) influences Employee 

Performance, Work Commitment moderates Internal Control influences 

Employee Performance, and Work Commitment moderates Management Control 

System (MCS) influences Employee Performance. 

Keywords: Internal Control, Management Control System (MCS), Employee 

Performance, Work Commitment 

  

INTRODUCTION 

Performance is a function of the worker's ability to accept work goals, the 

level of goal attainment and the interaction between goals and worker abilities 

(Nawawi, 2016). So that it can be said that employees play an important role in 

carrying out all company activities so that they can grow and develop to maintain 

the viability of the company. To create reliable human resources requires good 

management so that employee performance is more optimal. 

Performance is very important for the organization because (1) high 

performance can certainly reduce absenteeism or not working due to laziness, (2) 

with high performance from workers and employees, the work given or assigned 

to them will be completed in less time or faster, (3) with high performance the 

organization gains from the angle of the small number of damages because the 

more dissatisfied at work, the more dissatisfied at work, the greater the number 

of damages, (4) high performance automatically makes employees feel happy 

work so that it is less likely that employees will move to work elsewhere,(5) high 

performance can reduce accident rates because employees who have high 

performance tend to work carefully and thoroughly so that they work according 

to existing procedures (Tohardi, 2002). 

Employee performance is the result in quantity and quality achieved by an 

employee in carrying out his work duties in accordance with the responsibilities 

given to him (Prayoga & Dewi, 2017). The achievement of company goals is 

influenced by the performance of the company's employees themselves. 

Therefore, companies need human resources with potential and superior quality, 

both in terms of leaders and employees. Apart from that, companies must also 

establish effective patterns of duties and responsibilities in accordance with 

company regulations and goals. 
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Given the importance of the employee's performance for achieving 

organizational goals, this research was conducted because there was a 

phenomenon that showed weak employee discipline at OPD in Pandeglang 

Regency. The 2020 BPK-RI LHP shows legal compliance, especially for Civil 

Servants in Pandeglang Regency, which is still lacking, this is evidenced by the 

case in 2019 which stated that a total of 27 civil servants were subject to severe 

sanctions ranging from demotion, demotion to dismissal. disrespectfully. The 

violations committed included skipping work for 46 days, cases of polygamy and 

corruption. 

Apart from that, in 2021 there will also be 5 civil servants in Pandeglang 

Regency who will be involved in a criminal code of ethics case. The Pandeglang 

Personnel and Education and Training Agency (BKD) revealed that there were 

five state civil servants (ASN) who were threatened with dishonorable dismissal, 

this was because the five ASN had violated rules ranging from being dragged into 

criminal cases to violating the code of ethics as servants of the state. 

Accounting literature documents one of the important factors that determine 

employee performance is internal control. Fundamentally, effective internal 

control is when the applied system is able to identify factors that cause a decrease 

in employee performance, such as low work motivation and also identification of 

opportunities to commit fraud. One important factor in managing employee 

performance is internal control. 

A company needs to carry out supervision to avoid fraud and ensure that 

every company activity is directed at achieving the goals that have been running 

should monitor all of its operational activities. A control is used to help monitor 

company activities. Supervision itself is a very crucial part of the control system 

framework. 

AICPA (American Institute of Certified Public Accountants) explains that 

internal control is very important, among other things, to provide protection for 

entities against human weaknesses as well as to reduce the possibility of errors 

and actions that are not in accordance with the rules (Wilopo, 2006). Therefore, 

good management and implementation of internal control allows a company to 

achieve its goals more easily. 

Internal control is a process that is influenced by the company's board of 

commissioners, management and other personnel. Internal control is applied in 

determining the strategy that covers the whole company. Internal control is also 

designed to identify potential events that might affect the organization and 

manage the company according to the company's risk appetite to provide 

adequate assurance regarding the achievement of company goals (Prayoga & 

Dewi, 2017). 

In addition, by implementing good internal control in all organizational 

structures, the company can obtain guarantees regarding achievement and 

performance targets. The company can also control the efficiency and 

effectiveness of the company's operations. Ultimately, internal control is aimed at 

ensuring that financial reports can be prepared in accordance with legal and 

regulatory requirements. 

If Internal Control is weak, it can result in the company's assets not being 

guaranteed. In addition, the accounting information that is available is not 

accurate and cannot be trusted for accuracy, operational activities are also not 

guaranteed for the efficiency and effectiveness of the company's operational 

activities and the policies that have been set cannot be complied with. 
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In addition to internal control, employee performance is also influenced by 

the Management Control System. Management Control System is a system used 

by management to influence organizational members to carry out organizational 

strategies and policies efficiently and effectively in order to achieve 

organizational goals (Cavicchi et al., 2022). Management Control System is an 

integral part of management responsibility. This system provides information to 

managers to assist in making decisions in accordance with company plans and 

goals. 

Management Control Systemis a policy procedure or control that facilitates 

the organization to ensure that the expected goals and objectives have been met 

(Zuriana, 2013). Management Control System is a way of managers and usually 

repeated to control the activities of an organization to implement the 

organization's strategy (Anthony, 2002). The control process by which managers 

at all levels ensure that the people they supervise implement the intended strategy. 

Through the Management Control System, efforts are made to unify the 

objectives of various businesses, organizational and management subunits 

consisting of structures and processes. 

Management Control Systemin achieving organizational goals related to 

how managers can actually use planning and control systems to guide it in 

achieving organizational goals. Management Control System is used to collect 

and report data and evaluate organizational performance. Management Control 

System is seen as a tool for implementing corporate strategy. 

This research was conducted in the context of government organizations by 

applying the MCS concept. On the other hand, the accounting literature develops 

the MCS literature more about private organizations, therefore it is necessary to 

develop a conceptual approach to presentative features of local government 

organizations. 

There are differences between private organizations and local government 

organizations. In a private organization, MCS focuses on organizational change 

that is considered important because of the need for organizations to adapt to their 

changing operating environment. It is characterized by intense competition, 

intense globalization, continuous change and economic crisis (Nuhu, 2019). 

MCS in governmental organizations have unique characteristics worldwide 

with regard to their environment, purpose and ownership, with structures and 

systems characterized by hierarchical rigidity, centrality of authority and 

formality of rules and procedures (Nuhu, 2019).However, there are also 

similarities in some of the basic concepts of MCS and internal control in both 

private organizations and government organizations. Therefore, this research was 

conducted to explain the phenomenon of low civil servant performance in 

Pandeglang Regency using the perspective of internal control and MCS. 

The role of MCS in achieving employee performance is to ensure work 

commitment, because the better the MCS is in achieving performance, the work 

commitment will increase (Trisnanda et al., 2022). Work commitment, defined as 

a situation where an employee sided with a particular organization and its goals 

and desire to maintain membership in the organization (Muhammad et al., 2022). 

So, high job involvement means taking sides with an individual's particular job, 

while high organizational commitment means taking sides with the organization 

that recruited the individual. 

Work commitment is the degree to which employees believe and accept 

organizational goals and will stay or not leave the organization. Employees who 

identify with the organization demonstrate that they are well aligned and in 
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accordance with the ethics and expectations of the organization that they 

experience a feeling of oneness with the company. Work commitment shows a 

person's power in identifying his involvement in a part of the organization. 

Work commitment is built on the basis of employee trust in organizational 

values, employee willingness to help realize organizational goals and loyalty to 

remain part of the organization. Therefore, work commitment will create a sense 

of belonging (sense of belonging) for employees towards the organization. If 

employees feel they are bound by existing organizational values, they will feel 

happy at work, so that their performance can increase. Employees who already 

have a sense of being part of the company and have pride in the company must 

always be maintained by management, this is part of an indicator of employees 

who have organizational commitment. Furthermore, if organizational 

commitment has been owned by employees, they will have a professional 

attitude, 

The benefit that can be obtained from this research is to provide a more 

complete perspective on the perspective of stewardship theory on employee 

performance. This thesis research complements Nuhu, Baird and Ranjith (2019) 

regarding employee performance in terms of the MCS point of view. Therefore, 

a more complete understanding of employee performance can be obtained. The 

development of this research that uses internal control and MCS which explains 

in Pandeglang Regency is based on an explanation of stewardship theory. 

Stewardship theory has psychological and sociological roots which are 

designed to explain situations where managers act as stewards and act in the 

interests of owners (Donaldson & Davis, 1991). In stewardship theory, managers 

will behave according to common interests. When the interests of the steward 

(servant) and the owner are not the same, the steward will try to cooperate rather 

than oppose them, because the steward prioritizes shared interests to achieve 

organizational goals (Raharjo, 2007). 

The government is responsible for the trust that has been given, the people 

have the awareness to continue to realize transparency through good LKPD 

disclosure as a party that has a lot of information. This is done as an effort to self-

actualize as obedient government employees (Khasanah & Rahardjo, 2014). 

Based on this theory, local government is responsible for employee performance 

so that it will create efficiency and effectiveness in achieving organizational 

goals. 

The purpose of this research is to; (1) analyze the effect of internal controls 

on employee performance in the government of Pandeglang Regency, (2) analyze 

the effect of management control system (MCS) performance of employees in the 

Pandeglang Regency government, (3) analyze the effect of work commitment 

moderates of internal control on employee performance in the Pandeglang 

Regency government, (4) analyze the effect of work commitment moderates of 

MCS on employee performance in the Pandeglang District government. 

 

RESEARCH METHOD 

The research was conducted at the Regional Apparatus Organizations in the 

Pandeglang Regency government environment. The sampling technique in this 

study is to use a saturated sample. So, the sample in this study were all Heads of 

Administrative Subdivisions in the Pandeglang Regency government 

environment. 
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Sample Collection Techniques 

The data collection technique in this study is by distributing questionnaires 

through google forms, because there are OPD locations that cannot be reached in 

a short time. After that, the questionnaires were given or distributed directly to 

the respondents who were sampled. Respondents were asked to fill out a list of 

statements in the questionnaire, then the researcher would request and collect the 

completed questionnaires again. Questionnaires that have been filled in by 

respondents will then be tested and analyzed. 

 

Data Types and Sources 

The type of data used in this study is subject data, namely data in the form 

of opinions, attitudes, experiences or characteristics of a person/group of people 

who are the research subjects (respondents). The source of data used in this study 

is primary data obtained through survey methods using questionnaires. The 

questionnaire is a list of statements that must be answered or a list of fields that 

must be filled in by the respondent. Questionnaires were distributed directly to 

respondents in each OPD of Pandegang Regency. 

 

Data analysis method 

To estimate the path between the constructs shown in the research model, 

the research uses PLS, which is software that functions to analyze data and 

perform statistical calculations both parametric and non-parametric with 

windows. 

 

RESULT AND DISCUSSION 

RESULTS 

Measurement Model Evaluation (Outer Model) 

Evaluation of the measurement model (outer model) is carried out to assess 

the validity and reliability of the model. Outer models in research with reflexive 

indicators are evaluated through convergent validity and discriminant validity of 

indicators forming latent constructs, while assessing model reliability through 

composite reliability and Cronbach alpha for the block indicators. In this 

evaluation, model measurements (Outer Model) will be carried out using Second 

Order. 

 
Source: Smart-PLS Processing Results, 2023 

Figure 1. Outer Model measurement results (Measurement Model) 
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Convergent Validity 

Evaluation of convergent validity begins by looking at item reliability 

(validity indicator) as indicated by the loading factor value. Loading factor is a 

number that shows the correlation between the score of a question item and the 

score of the variable indicator that measures that variable. The loading factor 

value > 0.7 is said to be valid. The rules of thumb that are usually used for initial 

examination of the factor matrix are ± 0.3 considered to have met the minimum 

level, and for loading factors ± 0.4 is considered better, and for loading factors > 

0.5 are generally considered significant. 

 

Table 1 Convergent Validity 
 Outer Loading Information 

IC. 1 0.805 Valid 

IC. 2 0.848 Valid 

IC. 3 0.812 Valid 

IC. 4 0.786 Valid 

IC. 5 0.858 Valid 

IC. 6 0.792 Valid 

KK. 1 0.823 Valid 

KK. 2 0.756 Valid 

KK. 3 0.945 Valid 

KK. 4 0.876 Valid 

KK. 5 0.861 Valid 

Kin. Kar. 1 0.803 Valid 

Kin. Kar. 2 0.829 Valid 

Kin. Kar. 3 0.736 Valid 

Kin. Kar. 4 0.887 Valid 

Kin. Kar. 5 0.758 Valid 

MCS. 1 0.775 Valid 

MCS. 2 0.855 Valid 

MCS. 3 0.764 Valid 

MCS. 4 0.874 Valid 

MCS. 5 0.781 Valid 

 

Based on the table above, the test results in the second stage show that all 

loading factor values for each indicator show a value of more than 0.70 so it can 

be concluded that the indicator is convergent validity. 

 

Discriminant Validity 

In addition to observing the Cross Loadings value, discriminant validity can 

also be known through other methods, namely by looking at the average variant 

extracted (AVE) value for each indicator, it is required that the value must be> 

0.5 for a good model. 

 

Table 2 Discriminant Validity 
 Average Variance Extracted (AVE) 

IC 0.668 

IC X KK 1,000 

KK 0.730 

Kin. Kar. 0.647 

MCS 0.658 

MCS X KK 1,000 

Source: Smart-PLS Processing Results, 2023 
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Based on the table above, it can be seen that each indicator has an AVE 

value > 0.50, so that the indicator is said to be valid for measuring other relevant 

variables. 

 

Composite Reliability 

Reliability can be measured by looking at Cronbach's alpha and composite 

reliability. Cronbach's alpha is a reliability coefficient that indicates how well the 

items in a set are positively correlated with one another. The value of Cronbach's 

alpha and composite reliability for all constructs is above 0.7. 

 

Table 3 Composite Reliability 
 Composite Reliability 

IC 0.923 

IC X KK 1,000 

KK 0.931 

Kin. Kar. 0.901 

MCS 0.905 

MCS X KK 1,000 

Source: Smart-PLS Processing Results, 2023 

 

Based on the table above, the output results for Composite Reliability and 

Cronbach's Alpha for all constructs are also above 0.70, which means that all 

constructs have good reliability. 

 

Evaluation of the Structural Model (Inner Model) 

The structural model (Inner Model) in PLS can be seen from the R-Squares 

for each endogenous latent variable as the predictive power of the structural 

model. Changes in the value of R-Squares can be used to explain the effect of 

certain exogenous latent variables on endogenous latent variables whether they 

have a substantive effect. R-Square value of 0.75 means a strong model, 0.50 

means a moderate model, and 0.25 means a weak model. 

 

Table 4 R Square Test Results 

 R Square 
Adjusted R 

Square 

Kin. Kar. 0.871 0.859 

Source: Smart-PLS Processing Results, 2023 

 

Measurement of the value structural model is used to measure the degree of 

variation in the independent variable changes to the dependent variable. The 

higher the value means the better the prediction model of the research model. The 

Adjusted R Square value of 0.859 means that the effect of the independent 

variable on the dependent is 0.859 or 85.9%, and the remaining 14.1% is 

influenced by other variables outside this research model.R2R2 

 

HYPOTHESIS TESTING 

Hypothesis testing is done by testing the structural model (inner model) by 

looking at the R-Square value. Another test is to look at the path coefficients on 

the Bootstrapping method. The path coefficients show the value of the parameter 
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coefficient and the statistical significance value of t. Criteria for accepting or 

rejecting a hypothesis P-Values. Following are the results of hypothesis testing: 

 

Table 5 Hypothesis Test Results 

 
Original 

Sample 

(O) 

Sample 

Average 

(M) 

Standard 

Deviation 

(STDEV) 

T Statistics 

(|O/STDEV|) 
P Values 

IC -> Kin. Kar. 0.194 0.209 0.080 2,437 0.015 

MCS -> Kin. Kar. 0.464 0.470 0.093 4,995 0.000 

IC X KK -> Kin. 

Kar. 
0.138 0.136 0.068 2,010 0.045 

MCS X KK -> Kin. 

Kar. 
-0.190 -0.198 0.076 2,516 0.012 

Source: Smart-PLS Processing Results, 2023 

 

Based on the results of calculations using the Partial Least Square (PLS) 

approach, the results of hypothesis testing are obtained as presented as follows: 

i. The P values for the relationship between the Internal Control variable and 

Employee Performance are 0.015 or less than 0.05 so it can be concluded 

that the Internal Control variable has a significant effect on Employee 

Performance, or H1 is accepted. 

ii. The P values for the relationship between the Management Control System 

variable and Employee Performance are 0.000 or less than 0.05 so it can be 

concluded that the Management Control System variable has a significant 

effect on Employee Performance, or H2 is accepted. 

iii. The P Value of Work Commitment in moderating the relationship between 

Internal Control and Employee Performance is 0.045 or less than 0.05 so it 

can be concluded that the Work Commitment variable is able to moderate 

the relationship between Internal Control on Employee Performance, or H3 

is accepted. 

iv. The P Value of Work Commitment in moderating the relationship between 

the Management Control System and Employee Performance is 0.012 or 

less than 0.05 so it can be concluded that the Work Commitment variable is 

able to moderate the relationship between the Management Control System 

on Employee Performance, or H4 is accepted. 

 

Table 6 Hypothesis Summary 

Variable Direct Effects 
Indirect 

Effects 
Conclusion 

IC→Kin Kar 0.015 - H1 Accepted 

MCS→Kin Kar 0.000 - H2 Accepted 

IcxKK→Kin Kar - 0.045 H3 Accepted 

MCSxKK→Kin Kar - 0.012 H4 Accepted 

Source: Primary Data Processed, 2023 

 

Based on the results of the hypothesis summary table above, it can be seen 

that: 

i. Internal Controls has a significant effect on employee performance, and 

with a contribution value of 0.194, it can also be concluded that the 

influence of Internal Control directly on Employee Performance is faster 

than through the moderating variable Work Commitment which only 
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contributes 0.138, although in the end Work Commitment is able to 

moderate the Internal Control relationship with Employee performance. 

ii. Management Control System has a significant effect on employee 

performance, and with a contribution value of 0.464, it can also be 

concluded that the Management Control System directly affects employee 

performance faster than through the Moderation variable Work 

Commitment which only contributes -0.190, although in the end Work 

Commitment is able to moderate Management relations Control System 

with Employee Performance. 

 

DISCUSSION 

The Effect of Internal Control on Employee Performance 

The test results show that Internal Control has a significant effect on 

Employee Performance, or H1 is accepted. Internal Control is a process carried 

out by the board of commissioners, management and other personnel of the entity 

that is designed to provide adequate information regarding the achievement of 

company goals consisting of reliability of financial reports, effectiveness and 

efficiency of operations, as well as compliance with applicable laws and 

regulations. 

Internal Controls is an organization's independent evaluation function that 

functions as a review tool and evaluation tool for organizational performance that 

has been implemented. The existence of an orderly Internal Control has an impact 

on the company to achieve predetermined goals and can improve employee 

performance more easily. 

The results of this study are in line with research conducted by (Prayoga & 

Dewi, 2017) and (Haryanto & Setiawan, 2022) which states that internal control 

has a significant effect on employee performance. This is because effective 

internal control can provide information related to company performance and 

management as well as information that can be used as a basis for planning. 

The results of this study support the stewardship theory, in which the stewardship 

theory describes a situation where management is not motivated by individual 

goals but rather aims at their main results for the benefit of the organization. The 

theory assumes that there is a strong relationship between organizational 

satisfaction and success. Where the implementation of internal control that goes 

well will improve employee performance. 

 

Effect of Management Control System on Employee Performance 

The test results show that the Management Control System has a significant 

effect on Employee Performance, or H2 is accepted. The Management Control 

System functions to control the entire process of the organization's activities, 

including control over all resources used both human, tools and technology, as 

well as the results obtained by the organization, so that the achievement of 

organizational goals can run smoothly. 

Management Control System is a tool of other tools to implement strategy, 

which serves to motivate organizational members to achieve organizational goals. 

A good Management Control System will form better quality employees, more 

disciplined, more motivated and have good performance. So, a good management 

control system will improve employee performance. 

The results of this study are in line with research conducted by (Lubis & 

Ayu, 2022), (Iska et al., 2022) and (Laoli & Ndraha, 2022) which states that the 

Management Control System has a significant effect on employee performance. 
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This is because when managers or leaders carry out control activities properly 

supported by participatory leadership patterns, employees tend to be self-

motivated. It is this intrinsic motivation which in turn encourages employees to 

be willing to carry out their duties and responsibilities to the fullest and try to 

achieve their best performance. 

The results of this study support stewardship theory, the concept of this 

theory is the principle of trust in those who are given authority to achieve 

organizational goals. The purpose of public sector organizations is to provide 

services to the public (community) and can be accounted for by the government. 

So that stewardship theory can be applied in specific models of public sector 

organizations. 

The government, which acts as stewardship, carries out the tasks assigned 

to it to manage resources and is responsible for the welfare of its people as the 

principal, who is the owner of the resources. Therefore, the government in 

carrying out its administration will try to achieve government goals, namely for 

the welfare of its people by improving public infrastructure, the economy, and 

development through state spending. In achieving these goals, the role of 

management in a government organization will be considered important, because 

it is the driving wheel that determines the performance of the employees below 

it. 

 

Work Commitment moderates the effect of Internal Control on Employee 

Performance 

The test results show that the Work Commitment variable is able to 

moderate the relationship between Internal Control and Employee Performance, 

or H3 is accepted. That is, if employees feel committed to their work, then they 

are more likely to respect and apply the internal controls implemented by the 

company. As a result, employee performance improves. Conversely, if employees 

do not feel committed to their jobs, internal controls may not have an impact on 

their performance. This can happen if employees feel dissatisfied with their work 

or feel underappreciated by the company. 

The results of this study are in line with research conducted by (Andika, 

2020) which states that Work Commitment is able to moderate the Internal 

Control relationship to Employee Performance. Work commitment is a feeling of 

attachment or psychological or physical attachment to employees towards the 

organization where they work or the organization where they are members. 

Commitment is a psychological condition that characterizes the relationship 

between employees and the organization and has implications for individual 

decisions to remain or leave the organization. 

Work commitment is related to the closeness of employees or employees to 

the organization. Work commitment can reflect strength related to employee 

attachment and loyalty to the organization, which is indicated by the employee's 

performance and loyalty to the organization where the employee works. High 

work commitment arises because employees are able to apply Internal Control in 

every job. Internal Control's involvement in work commitments is usually 

influenced by how much work is assigned to employees or subordinates and is 

always carried out with optimal performance in accordance with the expectations 

of the leadership of the organization. 

The results of this study support stewardship theory, where stewardship 

theory is an alternative theory that arises from the existence of agency theory that 

has previously existed in principal and agent relationships within a company or 
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organization (Jefri, 2018). Stewardship theorists have argued that individuals 

have a contractual relationship with their organization that represents a moral 

commitment and binds both parties to work toward a common goal, without 

taking advantage of one another. 

This is in accordance with the principles of public service, which can be 

realized by creating a commitment to work by each employee. Service is the basis 

of stewardship theory which suggests that behavior can be shaped so that you can 

always be invited to work together in an organization, prioritizing collective or 

shared interests rather than personal interests and always willing to serve. 

 

Work Commitment moderates the influence of the Management Control 

System on Employee Performance 

The test results show that the Work Commitment variable is able to 

moderate the relationship between the Management Control System and 

Employee Performance, or H4 is accepted. That is, the higher one's work 

commitment to the organization, the greater the influence of the Management 

Control System on employee performance. For example, if an employee has a 

high level of work commitment to the organization, he or she may be more 

involved and open to the management control system implemented by 

management. 

In this case, the Management Control System can help employees to be 

more focused and have high performance in achieving set organizational goals. 

However, if an employee has a low level of work commitment to the organization, 

he or she may not be very open or involved in the management control system 

implemented by management. 

The results of this study are in line with research conducted by(Karina & 

Ardana, 2020)which states that Work Commitment is able to moderate the 

Management Control System relationship to Employee Performance. The 

Management Control System is very necessary because it is the main reason why 

employees remain in the company according to their ability to carry out work. 

Efforts to improve employee performance have become an important issue in an 

organization in addition to winning the competition as well as supporting the 

company's sustainability. Therefore, it can be said that improving employee 

performance is an ongoing HR concern and a significant responsibility for all 

company leaders. 

The results of this study support the theory of stewardship, in conjunction 

with the Management Control System leaders encourage stewardship in their 

employees through various relational, motivational, and contextually supportive 

leadership behaviors. Performance is an embodiment carried out by employees 

which is usually used as the basis for evaluating employees or organizations. 

Good performance is a step towards achieving agency/organizational goals. 

Therefore, performance can be a determinant in achieving organizational goals. 

So that it is necessary to strive for performance improvement, although this is not 

easy because many factors cause high and low performance of a person. 

Work commitment is an attitude that reflects employee loyalty to the 

organization and is an ongoing process in which members of the organization 

express their concern for the organization and its continued success and progress. 

With the existence of a Management Control System where the processes carried 

out by company management to manage employees run effectively, it will have 

an impact on employee performance with the support of work commitment. 
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CONCLUSION 

Management Control Systemon the performance of government service 

employees in Pandeglang Regency has been carried out effectively. This can be 

seen from the indicators of the management control structure and management 

control system processes in the good category. 

Internal Controlson the performance of employees of the Pandeglang 

Regency Government has been carried out effectively. This can be seen from the 

indicators of the control environment, risk assessment, control activities, 

information and communication and monitoring that are in the good category, 

meaning that internal control has carried out its duties in accordance with the rules 

or procedures applied in the Pandeglang Regency Government. 

The performance of employees in the Government of Pandeglang Regency 

has been effective. This is seen from the indicators of effectiveness and efficiency, 

responsibility, discipline and initiative. With good effectiveness and efficiency 

being able to achieve the goals or objectives desired by the Pandeglang Regency 

Government, good responsibility at work is able to take risks for the tasks given. 

The implementation of the Internal Control and Management Control System on 

the performance of Pandeglang Regency Government employees has been carried 

out effectively and efficiently. 
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ABSTRACT 

 

The company in its business activities has a goal to be able to increase the value 

of the company in each period, which means that value can be seen from the  

market price of its shares. The higher and maximum the stock price of a company, 

then this also illustrates an increasing company value, and vice versa, if a 

company’s stock price decreases, it is certain that the value of the company will 

also decrease.  This study examines whether there is a relationship between tax 

avoidance practices on firm value mediated by financial performance. This 

research was examined by collecting data quantitatively and statistically, and the 

conclusions from this study, the financial performance is described by the 

calculation of profitability ratios, can directly mediate tax avoidance practices 

on firm value. But on the other hand, when viewed from the theories of the results 

of previous research, tax avoidance practices that aim to increase company 

profits without violating the law can also directly have a significant relationship 

with company value.  

Keywords: Tax Avoidance Practices, Firm Value, Financial Performance, 

Stock Price.  

 

INTRODUCTION  

The establishment of a company is inseparable from the aim of creating 

corporate value by maximizing shareholder wealth. The higher the company 

value, the more prosperous the owner will be. To maximize the value of the 

company requires special attention, especially in dealing with the capital market 

which is growing rapidly from time to time. The value of a company each period 

can also be seen from its stock price. Shares are certificates that show proof of 

ownership of a company, and shareholders have claim rights to the company's 

income and assets.  According to Aji (2017), the higher the price of a share, the 

greater the security of shareholders. Mardiyati, Ahmad and Putri (2012) argue that 

the value of companies that go public in the capital market is reflected in the 

company's stock price, Brigham and Houston (2019) state that maximizing the 

price (value) of shares means maximizing the value (value) of the company.  

This is because the main goal of company management is to maximize 

shareholder wealth (stockholders wealth maximization) which translates into 

maximizing the price of the company’s common stock. The fact is that the 

increase and decrease (fluctuation) of stock prices in the capital market is 

something that usually happens. Increases and decreases in stock prices occur all 

the time. One of the fluctuations in stock prices occurs in banking companies 

listed on the Indonesia Stock Exchange (IDX).  According to Kasmir, (2017: 12) 

that a bank is a company engaged in the financial sector. In developed countries, 

banks are a major requirement in transaction activities. There are various factors 

that influence fluctuations in banking company stock prices which have an impact 

on company value.  
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This can be seen from various previous studies, including Silaban's research 

(2020: 54) with the finding that there is a significant effect between tax avoidance 

and profitability on company value.  Maduma and Naibaho (2022) tax avoidance 

and profitability have a positive direction but do not have a significant effect on 

firm value, dividend policy as a moderating variable weakens the positive 

relationship between tax avoidance and capital structure and firm value. 

Adityamurti and Ghozali's research ((2017) found that tax avoidance has no effect 

on firm value.  

Research by Apsari & Setiawan (2018) and Arviana & Pratiwi (2018) 

revealed that tax avoidance has a positive effect on company value. In this study, 

the study of factors that are suspected of influencing firm value is limited to the 

quality of financial reports, profitability and tax avoidance practices and financial 

performance as variables that mediate the relationship between causal factor 

variables and firm value variables.  

The factor discussed in this study is the practice of tax avoidance which is 

part of tax planning. Tax avoidance is a form of resistance to taxes where 

companies will reduce their tax burden in a legal way, and this does not conflict 

with applicable tax laws. Suandy (2011) states that tax avoidance is an effort to 

efficiency the tax burden by avoiding tax imposition through transactions that are 

not tax objects. The higher or increasing tax avoidance, the less dense the 

information from the financial statements, and the lower the value of a company.  

This tax avoidance problem is a complicated and unique problem because in this 

case, tax avoidance does not violate the law (legal), but on the other hand, tax 

avoidance is not expected by companies.  

The opportunity for tax avoidance to occur is also due to the fact that the 

Indonesian government adheres to a self- assessment system in its tax collection 

system (Razif & Rasyidah, 2020). Taxpayers are given full discretion in 

calculating, paying and reporting their own tax obligations. The application of 

this taxation seems to open opportunities for taxpayers to manipulate the amount 

of tax figures to be paid in an effort to reduce company costs, including in the tax 

burden. Although literally no law has been violated, all parties agree that tax 

evasion is something that is practically unacceptable. Tax avoidance is generally 

carried out through complex transaction schemes that are designed systematically 

and generally can only be carried out by large corporations. This is what gives 

rise to perceptions of injustice, where large corporations seem to pay less taxes 

(Wijaya, 2014).  

The following factor is the mediating variable in this study, namely 

financial performance. According to Pujarini (2020), that the company's financial 

performance is one of the factors that potential investors see in determining stock 

investment. For a company, maintaining and improving financial performance is 

a must so that these shares continue to exist and remain in demand by investors. 

The financial statements issued by the company are a reflection of the company’s 

financial performance. This financial information has a function as a means of 

information, management accountability tool to company owners, description of 

indicators of company success and as material for consideration in decision 

making.  

Financial performance is the main factor used to manage company finances.  

If the financial performance of the bank is very good, it will also have a good 

impact on long-term interests. However, banks are also facing various risks and 

challenges both within the company and external to the company. In relation to 

various kinds of risks, the financial performance of the banking sector also has 
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various kinds of risks, such as credit risk, liquidity risk, market risk, compliance 

risk, and bank reputation risk (Kangmartono, Yusniar & Jikrillah, 2019).  

Every company will try to improve its financial performance, because it 

hopes that good financial performance will increase the value of the company so 

that it attracts many investors. Investors' perceptions of company value are often 

associated with stock prices. High stock prices, make the company's value is also 

high. For this reason, banks are required to be able to manage their financial 

performance properly and submit their financial reports in a transparent manner, 

so that investors are interested in investing their funds in these banks (Fakhruddin 

& Hadianto in Pujarini, 2020).  

Financial performance mediates the relationship between tax avoidance and 

firm value by Kristianto, Andini and Santoso (2018) who examined 

Manufacturing Companies in the Property and Real Estate Sector Listed on the 

IDX Period (2012- 2016). Research findings that financial performance (Return 

on Assets/ROA) can mediate tax avoidance (Effective Tax Rate/ETR) on firm 

value (Price Earning Ratio/PER). The connection in terms of ratios for measuring 

financial performance can be done with profitability ratios. In other words, 

profitability describes a company’s performance measure that describes the 

company's ability to reduce the amount of taxes so as to increase profits as well 

as firm value. Ratio analysis that can be used to measure the company's financial 

performance isReturn on Equity (ROE)namely the ratio that measures the extent 

to which the company's ability to obtain profits available to the company’s 

shareholders. This ratio shows the efficiency of using own capital, meaning that 

this ratio measures the level of profit from investments that have been made by 

owners of their own capital or company shareholders (Fahmi, 2017: 135 in 

Pujarini, 2020). This research is a development of previous research which is 

briefly described in the following table.  

 

Table 1 Research Originality 

No. Developed research The difference 

1. Silaban and Siagian (2020); 

The Effect of Tax Avoidance 

and Profitability on the 

Value of Companies Listed 

on the IDX for the 2017-

2019 Period. 

The objects in this study are banking sector 

companies namely BNI, BRI, Mandiri, BCA and 

Bank Cim B Niaga which are listed on the Indonesia 

Stock Exchange in 2017-2022.  

The difference between this research and 

researchSilaban and Siagian (2020), that is, to the 

research object and to the research variables, the 

quality of financial reports is added to the 

independent variables and financial performance as a 

mediating variable. 

2. Maduma and Naibaho   

(2022); Effect of Tax   

Avoidance, Leverage, and 

Profitability on Firm Value 

with Dividend Policy as 

Moderating Variable 

The difference between this research and research 

Maduma and Naibaho (2022), namely in the research 

object and in the independent variables, there are two 

that are the same and one different, namely leverage 

and dividend policy moderation variables, while this 

study uses financial performance mediating 

variables. 
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3. Kalbuana et al (tt); The 

Effect of Profitability, 

Leverage, and Size on Firm 

Value in   

Banking Sector Companies 

Listed on the Indonesia 

Stock Exchange 

The difference between this study and that of 

Kalbuana et al (tt)that is, there are two different 

independent variables, namely leverage and size. 

 

Based on the description of the background, phenomena and research gaps 

with previous research, the researcher is interested in conducting research with 

the title: "The Effect of Tax Avoidance Practices on Firm Value through Financial 

Performance as a Mediation Variable in Banking Sector Companies Listed on the 

IDX (2017-2022).”  

 

RESEARCH METHODS  

This type of research is causal associative research with a quantitative 

approach. According to Sugiyono (2018) associative research is research that 

aims to find out the relationship between two or more variables, while a causal 

relationship is a relationship that is causal. Quantitative approach is an approach 

used to examine certain populations, data collection uses research instruments, 

data analysis is quantitative or statistical, with the aim of testing the established 

hypothesis.  

The relationship or influence between the variables studied in this study is 

the relationship between the independent variable practice of tax avoidance on 

the dependent variable the value of banking companies listed on the IDX for the 

2017- 2022 period mediated by financial performance variables. The sampling 

technique in this study used the purposive sampling method. Testing the 

significance of the effect -This influence is done by the bootstrapping method. If 

this value is statistically significant, then the research hypothesis is accepted. For 

mediating variables, financial performance here is a factor that strengthens or 

weakens the effect of the quality of financial statements, profitability and tax 

avoidance practices  on firm value.  

 

RESULTS AND DISCUSSION  

Tax avoidance is a transaction scheme aimed at minimizing the tax burden 

by exploiting weaknesses (loopholes) the taxation provisions of a country, so that 

tax experts declare it legal because they do not violate tax regulations (Silaban, 

2020). Tax avoidance is an act of saving taxes that are still within the corridors of 

laws and regulations. This means that no law violations are committed and vice 

versa tax savings will be obtained by regulating actions that avoid the application 

of taxation by controlling facts in such a way as to avoid taxation (Fiandri & 

Muid, 2017). Panggabean (2018) states that tax avoidance is a tax reduction 

strategy by taking advantage of existing tax loopholes so as to provide benefits 

for the company. Sitinjak & Andreas Basri (2018) explain that tax avoidance is 

able to reduce the amount of tax so as to increase profit as well as company value.  

Research related to this topic but without being mediated by financial 

performance was conducted by Chena, Cheokb, Rasiah (China, 2016) with the 

finding that tax avoidance can be a value-adding activity but for companies to 

adjust their profits.  Yee, Sapiei and Abdullah (Malaysia, 2018) found that tax 

avoidance does not increase firm value.  
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Financial performance mediates the relationship between tax avoidance and 

company value by Kristianto, Andini and Santoso (2018) researching 

Manufacturing Companies in the Property and Real Estate Sector Listed on the 

IDX Period (2012-2016). Research findings that financial performance (Return 

on Assets/ROA) can mediate tax avoidance (Effective Tax Rate/ETR) on firm 

value (Price Earning Ratio/PER).  Qurrotulaini and Anwar's research (2021) uses 

profitability as an intervening variable to intervene in the relationship between 

tax avoidance and firm value.  

The finding is that there is no direct relationship between tax avoidance and 

firm value.  So far, researchers are still drawing conclusions based on pre-existing 

theories, in which researchers conclude that there is a relationship between tax 

avoidance practices and firm value in which financial performance is used as a 

mediating variable, even so there are still deficiencies in this writing, which are 

for development. For further research, research will use quantitative and 

statistical data calculations in numbers from the annual report data on the IDX to 

better support the maximum conclusions that have been carried out by 

researchers. Based on the description regarding financial performance as a 

mediating variable in the relationship between tax avoidance practices and firm 

value that is still minimal, the researcher is interested and motivated to enrich the 

literature by formulating a hypothesis:  

Ho: Significant financial performance mediates the relationship between tax 

avoidance practices and firm value.  

 

CONCLUSION  

This research is said to be relevant because there is a close relationship 

between financial performance and profitability. The connection in terms of ratios 

for measuring financial performance can be done with profitability ratios. In other 

words, profitability describes a company's performance measure that describes a 

company’s ability to generate net income, this profitability describes a company's  

performance measure that is used to measure a company's ability to generate net  

income based on a certain level of assets by using the ratio Return On Assets 

(ROA)  and Return On Equity (ROE).  
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ABSTRAK 

 

This article examines the impact of corporate governance quality and board 

gender diversity on corporate dividend policies for all non-financial companies 

listed on the Indonesia Stock Exchange (IDX) during the 2018-2022 period. The 

results show the quality of corporate governance and the board's gender diversity 

proxies have a positive impact not only on the propensity to pay dividends but 

also on the amount of dividend payments. In addition, the results of the 

correlation matrix show that companies with diverse boards are more profitable 

than companies with non-diverse boards; The presence of women on the board is 

considered a contributing factor to the quality of good corporate governance; 

And women are more conservative and risk-averse in financial decisions than 

men. The results of the study have specific recommendations for regulatory bodies 

to take steps to encourage gender diversity on boards initially through a "obey or 

explain" approach. And for non-financial companies listed on the IDX should 

improve their compliance with the corporate governance code and adopt 

diversity policies to improve the effectiveness of boards and maintain good 

relations with their shareholders. 

Keywords: Quality of Corporate Governance, Board Gender Diversity, Women 

on Boards, Female Directors, Corporate Dividend Policy 

 

INTRODUCTION 

In the current era of globalization, investment is one of the important things 

so that companies can carry out their business activities. The purpose of investors 

investing funds in a company is to get income in the form of dividends. The 

manager who is chosen by the shareholders as the company manager is expected 

to be able to optimize the profit earned by the company which will later be 

distributed as dividends or will be retained for the company's investment needs in 

the future.  

Good corporate governance is a factor that can influence dividend policy. 

In Good Corporate Governance there is the implementation of corporate 

governance such as the presence of women in the company which can improve 

performance in the company. Companies with female directors provide more 

incentives and bring in greater corporate turnover thereby increasing dividends. 

The implementation of corporate governance is indicated by the existence of 

gender diversity in company management positions, such as the presence of 

women as independent directors, and the tenure of women on the board of 

directors. 

Literature in Indonesia reveals that there is a link between corporate 

governance and dividend policy. However, less attention has been paid to the area 

regarding the relationship between the quality of corporate governance and 

corporate dividend policy. Specifically, the aim of this article is to examine the 
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impact of corporate governance quality and board gender diversity on corporate 

dividend policy. This article is primarily motivated by the international interest in 

corporate governance as well as gender diversity on boards as important factors 

contributing to the quality of corporate governance. 

 

Corporate Governance, Gender Diversity dan Dividend Policy 

In corporate governance there is a structure that divides different tasks and 

responsibilities between parties involved in the company such as commissioners, 

directors, shareholders and other stakeholders and regulates decision-making 

procedures. This raises the potential for agency problems or conflicts of interest 

between owners and company managers. In general, agency problems arise 

because decisions taken by company managers affect their wealth and also the 

wealth of shareholders. Corporate governance has an important role in mitigating 

the emergence of these problems. 

Board gender diversity can increase board effectiveness by providing a 

variety of views that can increase creativity and innovation. Several studies have 

shown that the presence of women on the board can improve company 

performance. This is due to the nature of women who tend to be conservative and 

tend to invest more in sustainable projects.  

Dividend policy is a company policy in deciding the amount paid to 

shareholders in the form of dividends. Dividends are understood as a signal that 

a company has good performance, stable and shows positive growth. Dividend 

distribution has an important role in resolving conflicts of interest between 

managers and shareholders because dividends can reduce free cash flow 

problems. The corporate governance quality mitigates agency problems, and the 

gender diversity of boards contributes to the effectiveness and efficiency of 

corporate governance. Thus, it is expected that corporate governance and board 

gender diversity can have an impact on the company's dividend policy. 

 

RESEARCH METHOD 

The research object used in this research is a manufacturing company 

registered during 2018-2022. There are 170 companies listed on the Indonesia 

Stock Exchange which are divided into 3 industrial sectors and 19 industrial sub-

sectors. The data used is obtained from the company's annual report which is 

published annually and downloaded from idx.co.id. 

The dependent variable of this study is the company's dividend policy as 

measured by a) dummy variable to see whether the company distributes dividends 

(1) or not (0), b) dividend ratio per total asset, and c) dividend per share divided 

by EPS before extraordinary items. 

The independent variables of the study consist of corporate governance 

quality variables and board gender diversity. Corporate governance quality is 

measured based on items that have been determined by the National Committee 

on Governance Policy (KNKG). When the company complies with the 

provisions, it will be given a value of 1 if it has not been given a value of 0. The 

maximum score obtained is 190 points from 190 items. Gender diversity is 

measured by a) the proportion of women on the board of commissioners, b) the 

proportion of women on the board of directors, c) the percentage of female board 

share ownership and d) the percentage of majority shares owned by women. The 

test method used to confirm the relationship between these variables is logistic 

regression and multiple regression. 
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RESULTS AND DISCUSSION 

Logistic Regression 

The results of the study reveal that the percentage of female executives on 

the board has a significant positive impact on a company's likelihood of paying 

dividends to shareholders at a significance level of 0.05, indicating that firms with 

more female executives on the board are more likely to pay dividends to their 

shareholders.  

The percentage of shares owned by women on the board of commissioners 

has a positive effect on the tendency of companies to pay dividends at a 

significance level of 0.01, an indication that women tend to increase the 

likelihood of companies paying dividends when they own them. shares that 

support the agency theorist's argument that having a sizable shareholding of firm 

capital is a way to resolve agency conflicts of interest. The probability of paying 

dividends is positively influenced by the percentage of shares owned by the firm's 

female major shareholders at a significance level of 0.05, which supports the 

argument that block owners may be more effective in monitoring management 

than dissolving and small shareholders because block holders have important 

investments and significant voting rights to protect this investment.  

The results also show that the tendency to pay dividends is positively 

influenced by firm size and profitability at a significance level of 0.01, which 

indicates that large firms and profitable firms are more likely to pay dividends 

relative to small firms and less profitable firms. However, the possibility of 

companies to pay dividends is negatively affected by the company's financial 

leverage at a significance level of 0.01, an indication that companies with high 

debt tend not to pay dividends to their shareholders. 

 

Ordinary Least Square 

Dividend payout proxies, namely dividends per share to EPS and dividends 

to assets, are positively influenced by the quality of corporate governance and the 

board's gender diversity proxies. Proxy of company dividend payout is positively 

influenced by company size and company's profitability but negatively by 

company's financial leverage. These results support previous logistic regression 

results. Thus, it can be concluded that corporate governance quality and board 

gender diversity have a significant positive impact not only on the tendency to 

pay dividends but also on the amount of dividend payments. 

 

CONCLUSION 

Corporate governance quality and board gender diversity have a positive 

impact not only on the propensity to pay dividends but also on the number of 

dividends paid. The results of the correlation matrix show that companies with 

diverse boards are more profitable than companies with non-diverse boards. The 

presence of women on the board is considered a contributing factor to the quality 

of good corporate governance and women are more conservative and risk averse 

in financial decisions than men. 

The results of the study recommend that regulators take steps to encourage 

gender diversity in the board. And for manufacturing companies listed on the 

Indonesia Stock Exchange, they must improve their adherence to the corporate 

governance code and adopt diversity policies to increase board effectiveness and 

maintain good relations with their shareholders. 
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