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PREFACE
Telkom University is delighted to announce The 4th International Seminar &
Conference on Learning Organization. This conference is driven by the function of
Telkom University as a centralized of academicians in human capital and talent
development. It will focus on the integrated development of learning organization,
human resources and knowledge management development, strategic alignment,
workforce planning, performance management, talent management aligned with the
corporation's values and business requirements. The purpose of ISCLO is to broaden
discussions on the continuous improvements of business processes to capture
opportunities in the contemporary Digital era. In fact, Digital has been recognised as
being a rapidly-growing topic. Practically, digitalisation of business processes, learning
and development will encourage the creation of a leading learning organisation to cope
with the demands of globalisation. Formulation of the right strategy is hence becoming
a key success factor to become a learning organisation.
Business process is a series of activities aimed at achieving organisational goals.
A continual learning of business processes both in terms of people and systems as two
distinctive capabilities will ensure continuous improvements in a business as one of the
company's competitive advantage. On the other hand, learning organisation refers to an
organisation that has always been improving services and best practices for enhancing
organisational abilities to face the competition by maintaining patterns in new thinking,
collective aspiration and a continuity of learning (Senge, 1994; Smith & Lyles, 2011; Ali,
2011). In particular, SMEs is a sector known as practicing a continually learning into
their business processes. Due to the facts in which many SMEs experience an unstable
situation, it is necessary to perform a continuous learning for the development and
sustainability of their businesses (Anggadwita & Dhewanto, 2015). In fact,
Internalisation of SMEs has been driven by internal resources and capabilities,
memberships in networks or clusters, favourable government policies, economy,
competitive market conditions, and industry structures (Dana et al., 2006). Besides,
globalisation may have stimulated SMEs’ interest in learning global businesses to
compete with current multinational corporations (MNC) (Dana et al., 1999). In addition,
the resources of each member in a network may help explain the internationalisation
(Dana et al., 1999) of a business process within a learning organisation. Regional culture
is known as a driving factor in the creation of successful technology ventures (Tovstiga
et al., 2003), and this hence rises as a challenge for multi-cultural actions in the
organisation (Sianipar & Yudoko, 2014).
Nowadays, digitisation of business processes has become both challenges and
opportunities faced by most companies. Practically, the distinguished impact of
digitisation occurs in the forms of organisational changes in business processes. In a
highly dynamic global environment, business process digitisation has been posited as an
option for improving effectiveness, efficiency and velocity of the process. Workplace
learning in the digital era includes virtual collaboration, technological convergence,

global connectivity, online communities, and digital creativity (Karakas and Manisaligil,
2012; Sianipar & Yudoko, 2014). Advanced technologies are then critical to foster
learning activity and should be the centre of systems and processes in an organisation
(Bennett & O’Brient, 1994; Dhewanto, et al., 2015; Johnson, 2002; Santa, 2015). In the
contemporary digital era, all flows of information occur generously and unrestricted
through various media or digital tools (Sianipar & Yudoko, 2012). Recent studies have
suggested that investing in digital-based activities is a potential solution to gain a
competitive advantage (Sanchez-Casado et al., 2016). Besides, Etemad
et al. (2010) have given a notion in which internetization may have become the
necessary condition for internationalisation, particularly in innovation-leaning
entrepreneurial firms. Basically, the primary challenge for a company relates to how
digital tools in every business process can create more innovative learning processes.
Learning organisation on innovation is thus stated as an effective way for the company
in achieving a competitive advantage in the market (Ramadani & Gerguri, 2011).
Academicians and practitioners from around the world will share recently
business researches, best practices and engaging conference participants in discussions
at the 4th International Seminar and Conference on Learning Organization with the
theme “Continues Improvement of Business Process, Expanding Possibilities in Digital
Era.”

INTERNATIONAL SEMINAR AND CONFERENCE ON LEARNING
ORGANIZATION (ISCLO)

1st International Seminar and Conference on Learning Organization (ISCLO) 2013

4 – 5 December 2013, Trans Luxury Hotel, Bandung, Indonesia
PT Telekomunikasi Indonesia, Tbk (Telkom) bridges the needs of business enterprise
with scientific research and academia through the organization of the International
Seminar & Conference on Learning Organization (ISCLO) 2013 with the theme
"Corporate University to Improve Organizational Performance". University (Tel-U) in
collaboration with Telkom Corporate University (CorpU). Telkom being a pioneer of
international conferences to discuss the field of Learning Organization and Corporate
Learning in Indonesia. This provides an opportunity for Telkom to be a driving force in
the field of Corporate Learning. This international event attended by more than 250
participants consisting of academics and practitioners from countries including
Indonesia, Malaysia, Singapore, India, China, USA, France and Korea.
2nd International Seminar and Conference on Learning Organization (ISCLO) 2014

5 – 6 November 2014, Hotel Indonesia, Kempinski, Jakarta, Indonesia
Telkom Corporate University and Telkom University are delighted to announce the 2 nd
International Seminar and Conference on Learning Organization with the theme,
“Learning Organization in Increasing the Organization Performance”. The purpose of the
seminar and conference is to identify and explore the major challenges in implementing
Learning Organization and assess the real impacts on organization performance also to
form the future research guidance through the publication of high quality applied and
theoretical research findings. The following general topics in this conference are
Learning Organization, Leadership Pipeline, Global Competitiveness, Knowledge
Management, Instructional System Design and High Performance Technology, and
Learning Technology and Methodology. All accepted papers will be published in ISSN
conference proceedings.
3rd International Seminar and Conference on Learning Organization (ISCLO) 2015

25 – 26 November 2015, Hotel Tentrem, Yogyakarta, Indonesia
Telkom University & Telkom Corporate University are delighted to announce the 3rd
International Seminar & Conference on Learning Organization with the theme,
”Enhancing Organizational Survivability through Learning Organization”. This
conference is driven by the function of corporate university as a centralized training or
education system within a corporation together with Telkom University as a centralized
of academicians in knowledge management. It focused on the integrated development of

learning organization, human resources and knowledge management development
aligned with the corporation’s values and business requirements.

4th International Seminar and Conference on Learning Organization (ISCLO) 2016

26 October 2016, Grand Tjokro Hotel, Bandung, Indonesia
Telkom University is delighted to announce the 4th International Seminar & Conference
on Learning Organization (ISCLO). For the first time in 2016, this event organized by
Telkom University. This conference is driven by the function of Telkom University as a
centralized of academicians in human capital and talent development. It will focus on
the integrated development of learning organization, human resources and knowledge
management development, strategic alignment, workforce planning, performance
management, talent management aligned with the corporation’s values and business
requirements. Academicians and practitioners from around the world will share
recently business researches, best practices and engaging conference participants in
discussions on continues Improvement of Business Process, Expanding Possibilities in
Digital Era. All submitted abstracts/ papers will go through a blind peer review process
and accepted manuscripts will be published in conference proceedings. Selected
conference papers will be published in special / regular issue of Scopus, DOAJ,
EBSCOhost Research Databases, ProQuest indexed Journal, and Journal associated with
this conference as follows: International Journal of Business and Globalisation (IJBG),
International Journal of Learning and Change (IJLC), Oeconomia Copernicana, Journal of
Competitiveness, and Management and Business International Journal [ISSN: 23546603].
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Collective Creativity Within The Animation Industry in Malaysia
Vivienne Foo Rui Hua1 and Peter C. Woods2
Faculty of Creative Multimedia, Multimedia University, Selangor, Malaysia.
theartofviviennefoo@gmail.com1, p.woods@mmu.edu.my2

Abstract. Creativity is often credited to the brilliant mind of a single person who is perceived to champion
unique and new ideas all by him or herself. However ideas can often take new and improve forms should people
collaborated with one another. In the animation industry, creative ideas are crucial to the development of new
stories, worlds and characters that once only exists in imagination into reality. The research will attempt to
reveal if collective creativity efforts are being practiced in animation studios in Malaysia as well as to explore
employees’ beliefs in an attempt to explain the challenges faced by animation studios. This research was done in
a form of a survey given to members of the public who are involved in the animation industry. According to the
results, animations studios in Malaysia are on the right track; showing positive results towards collective
creativity though the process is not explicitly coordinated. And in a perceived reserved society, culture seems to
be the number 1 barrier when it comes to collective creativity.

Keywords. Animation; Organizational Creativity; Innovation; Knowledge Management; Malaysia.

I. INTRODUCTION
Creativity and innovation are simply thought of little importance to the success of
organizations due to the traditional view that skills can be hired to run any business. It is a
stereotype that remains with us today. The difference in the animation industry however is
that it deals with stories which are usually timeless and do not expire. This is therefore crucial
that animation companies create a good story and memorable characters to remain attractive
and entertaining to audiences.
The first animation series created in Malaysia called ―Hikayat Sang Kancil‖ was
successfully aired in the country in 1983(Hassan Abd. Muthalib,2012). But even after more
than three decades, this industry has yet to become cost effective for most animation studios
to continue producing animation series or movies. Despite numerous grants, government aids,
and an increasing number of institutions that provides training in the art of animation, most
studios find it hard to sustain a profitable business in this industry.
Creativity and innovation are the driving force for new ideas and creation. By thinking
and then producing, individuals and organizations are able to perceive things differently from
before, finding hidden patterns or connections between things that might not even be relevant
or obvious to each other which could result in unexpected solutions or creations.
In Malaysia, creativity and innovation are perceived to be often neglected in animations
studios with the belief that investors often are unable to see any potential or understand the
purpose of investing in creativity when many are barely able to sustain daily work operations
(Hassan Abdul Muthal, 2004). It is believed that many business owners still believe that skills
can be hired to run an animation business and there for do not invest much time or effort in
training the mindset of their people to collaborate creatively. The danger of this situation for
the animation organizations is that if the film isn‗t entertaining, informative or relevant, the
public will give it a bad review which will ruin the film‗s chance of success whilst also
ruining the company‗s reputation.
The animation industry in Malaysia needs to spend more time and resources to facilitate a
sound preproduction to inject more creativity/novelty into the content that is developed.
There is limited research done to establish if animation organisations in Malaysia are utilizing

pre-existing techniques or concepts to maximize creativity and to highlight the possible
opportunities and challenges of creative collaboration in the animation industry.
The Objectives of this study are as follows:
1. To identify if existing creative strategies or known factors that facilitates collective
creative are used/considered to enhance collective creativity.
2. To highlight challenges, attitudes and beliefs of creative collaboration in the animation
industry.
This paper will attempt to look at the aspects of creativity, innovation and collaboration
within the organisation in an attempt to study how coordinated collective creativity and
knowledge management can be utilized to guide the many departments in the animation
industry in Malaysia.
II. LITERATURE REVIEW
A. Animation industry in Malaysia
Animation in Malaysia was first established in the early 1980‗s and began commercially
in the 1990‗s (Hassan Abd. Muthalib,2012). The government formed FINAS (National Film
Development Corporation Malaysia) in 1981 to assist the development of the film industry
as a formal and a recognized national industry (Ahmad, 2000).
Between 1990‗s and 2015, many new local studios have emerged; some producing local
content while others providing animation services to other nations. Noted local animations
would include Kampong Boy (1997), Mustang Mama (2005); Upin & Ipin (2007), Saladin
(2009), Puteri Limau (2015) and many more. It is noted that with new technology, many
animation studios in Malaysia are now favoring 3D animations, with only a small number of
local studios still producing 2D animation.
Analyzing gross profit made by the international animation studios, cinemas or TV
stations proves that animation can be a highly lucrative business. In Malaysia however,
many animation studios are still struggling to reach their full potential. On a whole, the
animation industry in Malaysia plays a small role to the growth of the Malaysian economy.
Herwina Rosnan, et al.,(2010) believes that to breach this gap, the Malaysia film industry
has to first be successful in its own country before it can plan to make any mark on the
international market. Herwina Rosnan, et al.,(2010) also emphasizes the importance of
support. They believe that local studios would first have to rally the support of their own
countrymen to improve the chances of being successful on a global level.
B. Collective Creativity in Organizations.
In 2012, Adobe conducted a survey on the perception of creativity in the US, UK,
Germany, France and Japan. While results vary from country to country, it is prominent that
majority of the participants believes that creativity enables individuals to make a difference
in their lives and the lives of others and that it is valuable to society. (Adobe state of create
study, 2012).
Creativity is defined as the production of high quality, original, and elegant solutions to
problems (Besemer & O‗Quin, 1999; Christaans, 2002; Ghiselin, 1963; Mumford &
Gustafson, 1988). First, creativity is a form of performance— something the individual or
group does. Second, creative work, as an outcome of problem-solving is, ultimately, a
product of human cognition (Finke, Ward, & Smith, 1992; Marcy & Mumford, 2007).
According to Nonaka and Takeuchi (1995), successful companies are those that
consistently create new knowledge, disseminate it widely throughout the organization, and
rapidly include it in new products. This is true for creative organizations such as animation
studios, for the ideas and insights of their employees are of crucial importance for the

content that is developed. Most people at least have practice individual creativity as Adobe
(2012) reported a 40 percent of the general public perceived themselves preferring to be
doing it in private. However, as a creative industry, this industry must focus on the
collective aspect of creativity in the organization.
Paul B. Paulus, Mary Dzindolet, and Nicholas W. Kohn (2012) emphasizes that
collective or team creativity is much more than the accumulated sum of the creative output
of its individual group members. Group members are able to influence their coworker‗s
potential to be creative by affecting cognitive and motivational processes. Hearing an idea
shared by a colleague has the potential to motivate and individual to be creative while
hearing a group member complains has the potential to lower one‗s motivation to work hard
on the task. Basically, this means that each individual group member‗s creativity and actions
affects and is affected by the other members of the group.
C. Factors Influencing Collective Creativity
Runco (2007) describes facilitators to collective creativity as these being positive peergroup, resources, challenges, autonomy, cohesion, intellectual stimulation, and flexibility and
risk-taking while inhibitors were described as intransigency and authoritarian attitudes,
protectionism and paternalism, lack of integration between sectors, lack of support for new
ideas, and lack of encouragement.
Paul B. Paulus, Mary Dzindolet, and Nicholas W. Kohn (2012) writes that there are
several factors influencing effectively creative which are:












Psychological Safety — when members of an organization or a team feel that the
organization or team is receptive to and supportive of the expression of new ideas that
might be suggested because without psychological safety, individuals will not risk the
potential ridicule or negative reactions that may come with new ideas, especially radical
ones.
Leadership — important in providing both the task and the relational context for the work
environment of teams (Burke, Stagl, Klein, Goodwin, Salas, & Halpin, 2006).Leaders can
enhance creativity involve initiating structure, setting clear deadlines, and close
performance monitoring while being socially supportive.
Conflict — important to exchange conflicting perspectives in order to stimulate
innovation. Tjosvold (1991) championed constructive controversy as a means of
stimulating innovation in organizations, and according to Nemeth (2003) exposure to
conflicting perspectives can in fact increase one‗s creative or divergent thinking.
Cohesion — the extent to which group members has a strong social bonds or sense of
attraction (Forsyth, 2006). Teams that have strong interpersonal bonds, a strong shared
commitment to the task, and pride in their group would be expected to be more motivated
than teams without such features. Given the importance of motivation in creativity, team
cohesion should be a strong predictor of innovation.
Trust — the extent to which team members have confidence that their fellow group
members will act in accordance with accepted standards of conduct and fairness. This
means that team members expect their fellow group members to be honest, supportive,
and to reciprocate positive exchanges and to avoid negative exchanges.
Task Focus — degree of coordination within the group to accomplish goals. It is
important to note that not everyone may be going at the same pace, and group members
may have to shift their focus from their own task to helping other group members
(Hargadon & Bechky, 2006). They have to attend to each other‗s contributions and build
on them when they have an opportunity.



Communication — It appears to be important for team members to be in fairly close
physical proximity to facilitate the frequent personal interactions necessary to develop
enhanced shared understanding (Cummings & Kiesler, 2005). It is important for team
members to communicate frequently and to develop strong interpersonal bonds when
having to collaborate (Cross & Cummings, 2004; Drach-Zahavy & Somech, 2001).

III. RESEARCH METHODOLOGY
This paper adopts a case study methodology as well as a survey as a research instrument.
Case studying organisations such as Lockheed Martin‗s SKUNKWORKS Project, Disney
Animation Studios and Lescopaque Animation Studios will provide an opportunity for
exploration that may reveal aspects of the organization‗s actual practices. These organisations
are chosen because they have been successful in facilitating collective creativity and
innovation in their field and can contribute to the key indicators whilst creating the survey.
The survey method was chosen as another research method to access the opinions, trends
and perceptions amongst individuals working in the animation industry. An online survey
will allow a large number of individuals to participate in the research. The statistical data
gained from the survey could then be analysed and compare with the literature review as well
as case studies to provide a better insight
The survey consisted of 25 questions which were given to individuals who are engage in
the animation industry in Malaysia. This project achieves a target of 100 individuals working
in the Animation industry in Malaysia; all from studios that focuses and produces full
animation features or series. The survey was conducted online through www.typeform.com
and disseminated to individuals and organisations through e-mail, forums and other social
media platform.
The main objectives of the survey were to gather important data about the animation
studios in Malaysia, if they are utilizing existing creative strategies to facilitate collective
creativity in maximizing their creative output and to find out what these organizations feel are
the barriers to the collective creativity process in Malaysia.
IV. CASE STUDIES
A. Lockheed Martin’s SKUNKWORKS Project
Lockheed Martin is a global security and aerospace company that is mainly involve in the
research, design, development, manufacture, integration and sustainment of advanced
technology systems, products and services. It was formed in 1995 when Lockheed
Corporation and Martin Marietta merged. The designation "SKUNKWORKS‖ is widely used
to describe a small group within the organization who are given a high degree of autonomy
and unhampered by bureaucracy, tasked with working on advanced or secret projects.
There are 14 rules to a successful SKUNKWORKS (Kelly's 14 Rules & Practices, n.d.)
which are as follows:
The Skunk Works manager must be delegated practically complete control of his program
in all aspects. He should report to a division president or higher.
2. Strong but small project offices must be provided both by the military and industry.
3. The number of people having any connection with the project must be restricted in an
almost vicious manner. Use a small number of good people (10% to 25% compared to the
so-called normal systems).
4. A very simple drawing and drawing release system with great flexibility for making
changes must be provided.
1.

5.
6.
7.

8.

9.

10.

11.
12.

13.
14.

There must be a minimum number of reports required, but important work must be
recorded thoroughly.
There must be a monthly cost review covering not only what has been spent and
committed but also projected costs to the conclusion of the program.
The contractor must be delegated and must assume more than normal responsibility to get
good vendor bids for subcontract on the project. Commercial bid procedures are very
often better than military ones.
The inspection system as currently used by the Skunk Works, which has been approved
by both the Air Force and Navy, meets the intent of existing military requirements and
should be used on new projects. Push more basic inspection responsibility back to
subcontractors and vendors. Don't duplicate so much inspection.
The contractor must be delegated the authority to test his final product in flight. He can
and must test it in the initial stages. If he doesn't, he rapidly loses his competency to
design other vehicles.
The specifications applying to the hardware must be agreed to well in advance of
contracting. The Skunk Works practice of having a specification section stating clearly
which important military specification items will not knowingly be complied with and
reasons therefore is highly recommended.
Funding a program must be timely so that the contractor doesn't have to keep running to
the bank to support government projects.
There must be mutual trust between the military project organization and the contractor,
the very close cooperation and liaison on a day-to-day basis. This cuts down
misunderstanding and correspondence to an absolute minimum.
Access by outsiders to the project and its personnel must be strictly controlled by
appropriate security measures.
Because only a few people will be used in engineering and most other areas, ways must
be provided to reward good performance by pay not based on the number of personnel
supervised.

B. Disney and Pixar Animation Studios
Walt Disney Animation Studios is a well-established animation studio in America in
1923. The studio has pioneered and developed many of the techniques, concepts and
principles used in animation industry world-wide. The company‗s mascots, Mickey Mouse,
Donald Duck, Goofy, and Pluto are some of the most popular figures in the animation world.
Pixar is another American animation studio that produces CGI-animated feature films
made with the famous RenderMan software. The Walt Disney Company bought Pixar in
2006 and the two companies currently have a successful relationship, leveraging of the
success of each other‗s unique capabilities. Despite the merger, each studio was solely
responsible for its own projects and would not be allowed to borrow personnel from or lend
tasks out to the other to remain as a separate entity. According to C. Matt (2014): Disney
realized that it was not the CG technology that made every one of Pixar‗s animated film a
success; it was the talent and the creative process that accomplished that. Their culture of
collective creativity, as discussed previously, was the differentiating factor between Pixar and
other animation studios, and it gave them their competitive edge.
Over the years, Pixar developed a creative strategy called "Pixar Braintrust," It is a
scheduled meeting that involves a variety of people from the studio to look at each other's
projects on a regular basis and give each other very candid feedback; a casual peer to peer
review of a ideas.
The Pixar Braintrust differs from other feedback groups in that it consist of people with a
deep understanding of storytelling and, usually, people who have been through the process

themselves. Another key feature to the Braintrust is that is has no authority. The director does
not have to follow ideas or suggestions given during the session and it is up to him or her
how to address the feedback. Ed Catmul (2014) sums it up as to Put smart, passionate people
in a room together, charge them with identifying and solving problems, and encourage them
to be candid.
The Walt Disney Animation Studio has also included the Braintrust into their creative
strategy since the merger with Pixar Animation Studios. Before that, the studio would allow
employees to pitch their best ideas for a new film; an event that was held three times a year.
While the collective creativity nature is present, it was conducted under a strong hierarchy
where executives will give feedback to the ideas. Another one of their well-known strategies
for creativity is called the ―Disney Method‖ (D. Robert, 1992). The creative process of this
method is sorted into three functional stages: "Dreamer", Realist" and "Critic".
C. Les Copaque Productions.
Set up in 2005, Les Copaque Production Sdn. Bhd. is a Malaysian animation company
made famous by their mascots Upin and Ipin who are the main characters of a children‗s
show of the same title. They have also released full-length animated 3D film featuring the
two characters as well in 2009. All animations produced from this organization have a core
principle which is to contain positive values suitable for young children to learn from and that
they contain sentiments of the diverse culture in Malaysia.
Les Copaque Productions however does not a structured method in facilitating their
employees to work creatively together. H. Harris, K. Ab Aziz and M. Norhashim (2012)
states that ―There was no formal system for generating and capturing ideas. Rather, LCP
focused on promoting an environment of open communication and high morale to encourage
sharing of ideas.‖ They continued that, ―LCP ensured continuity of ideas and product
development was by instilling an organisational culture where staff was encouraged to have
an attitude of constantly refreshing‗ and keeping to the deadlines. Sources of ideas stemmed
from local inspirations such as superstitions and folklore. Current events were also used as a
source of ideas. Employees work as a team and support each other.
Other efforts include an animation training center where skill base training was given for
free to their employees, graduates or individuals who are interested in the Film & Animation
Industry and sending their staff out of the office for training, conferences, expos, festivals,
fairs, seminars, and workshops for their development(A. Ali, S. Suriawati and S. Salwa Isa,
2011).
V. SURVEY RESULTS
Descriptive statistic for segments of the survey consisting of Likert-type items are as
follows:
Table 1. Descriptive Statistics
Statement
Working with others is Key to unlocking creativity and innovation.
Would you consider yourself as a creative individual?
Are your team members supportive of new ideas or suggestions?
I am expected to be more productive rather than creative at work.
I am most creative when I work together with others.
I know my organization ‗s visions and its objectives.
I am allowed to talk freely to anyone without restrictions in my
organization.
I am free to decide how to perform tasks that are assigned to me.
My organization treats all employees fairly.

N

Min Max Mean

Std. D

100
100
100
100
100
100
100

1
1
1
1
1
1
1

4
3
4
5
4
5
5

1.68
1.58
2.12
2.38
2.41
2.27
2.1

0.736
0.535
0.769
0.951
0.911
0.802
0.893

100
100

1
1

5
5

2.16
2.52

0.906
0.947

There are sufficient resources in my organization‖ (Physical
Environment, Facilities, Information)
My organization provides training with the purpose of developing
creative potential and innovation.
Supervisors frequently provide feedback and encouragement.
Decisions that were made and tasks to be completed by individual group
members are clearly identified.
My organization ‗s culture encourages employees to trust and respect
each other.
My organization encourages employees collaborate with different
departments/other organizations to gain more knowledge.
Creative talent is the most important asset to the animation industry in
Malaysia.

100

1

4

2.66

0.890

100

1

5

2.63

0.970

100
100

1
1

5
5

2.35
2.26

0.957
0.746

100

1

5

2.17

0.943

100

1

5

2.36

1.049

100

1

5

1.85

0.914

The results from the survey indicate that the participants were predominately male which
may suggest that there are a higher number of men working in the animation industry in
Malaysia. Similarly, two thirds of respondents knew their organisation‗s visions and its
objectives. Majority of the participants that joined the survey were animators.
More than three quarters of the of the sample agrees that working with others is Key to
unlocking creativity and over half of the participants believe that they are most creative while
working with others. Slightly less than half of the participants consider themselves as creative
individuals. Despite those beliefs, a little more than half of the respondents prefer spending
more time being creative outside of work instead of in the office with their teammates despite
a large majority of the respondents acknowledge that their team members are supportive of
new ideas/ suggestions from their teammates. Floyd Henry Allport, (1920) reported that
while working in groups may increase the variety of inputs amongst team members as well as
improving the speed of the process, work requiring imagination or more concentrated and
original thought is best performed in seclusion.
Another finding of the survey reiterates the previous points when slightly more than half
of the participants would rather form a group with their colleagues to brainstorm/discuss
ideas rather than working alone as a strategy to come up with a new and creative idea for an
animation pitch. A large number of participants feel that they are allowed to talk freely to
anyone without restrictions as well as having the freedom to decide how to perform tasks that
are assigned to them. A large portion of the participants also do acknowledge that decisions
that were made and tasks to be completed by individual group members are clearly identified
However, slightly less than half of the participants agree that their organisation treats all
employees fairly; many are neutral regarding fair treatment at their workplace.
A little more than half of the respondents believe that deadlines encourage creativity.
Professor Matt Christensen (2014) writes, Strict deadlines are also upheld, not to be stifling
but rather to be encouraging and prevent overthinking. Although many of the respondents do
feel as if they are expected to be more productive rather than creative at work, there are also a
large number of participants who were neutral towards the statement. This may suggest that
for the most parts, individuals in the animation industry do have a relatively balanced time
being productive as well as creative.
Top three factors to being creative as a team are Teammates with 27% followed by
Environment/ Facilities with 20% and the third being Time with 15%. Biggest barriers to
being creative as a team on the other hand are Culture‖ 27 %. This is supported by the
findings of Hulsheger, Anderson, & Salgado, (2009) that it is found that background diversity
was negatively related to innovation. Money and Organisation‗s Rules and Policies‖ are the
second and third biggest barrier to being creative as a team in the animation industry
Malaysia. Many of the participants could not agree not disagree that there were sufficient

resources at their place of work. This may indicate that while there are resources available at
the workplace, perhaps they are not of the best of quality to perform assigned tasks.
Slightly more than half of the sample size does acknowledge that their organisation
provides training with the purpose of developing creative potential and innovation. Most of
the participants also agree that supervisors would frequently provide feedback and
encouragement. Many of the individuals that participated in the survey also that their
organisation encourages to trust and respect each other as well as to collaborate with different
departments or other organisations to gain more knowledge.
However, almost all participants report that their organisation does not fully utilise preexisting creative strategies like the Disney Method, Pixar Braintrust or Skunkwork‗s One
Step Ahead Approach. Majority of the sample size believe that their organisation referenced
these strategies but has adapted them to fit their organisation‗s goals. Lastly, a large majority
of the participants do agree that creative talent is the most important asset to the animation
industry in Malaysia.
The findings of this research suggest that organisations do not fully take advantage of
pre-existing creative strategies like the Disney Method, Pixar Braintrust or Skunkwork‗s One
Step Ahead Approach. Majority of the participants do believe that their organisation uses preexisting strategies as a reference, adapted to fit organisation goals but many others do not
agree that their organisation even reference these established strategies.
This does not mean that collective creativity is not practiced in the animation industry;
though perhaps the collective creativity process is somewhat uncoordinated. The data
collected from this research reveals that many respondents are supportive of and are
practicing many of the key principles of collaboration. For example, results from the survey
shows that majority of the participants agree that collaboration is Key to unlocking creative
and innovative potential and feel most creative when working with others. This indicates that
they acknowledge that by themselves, they might not always be able to come up with creative
solutions.
Culture is often linked to the behaviours, beliefs, values of a group of people that is
passed down from one generation to another. This may indicate that, despite mostly being
able to talk to anyone in the organization, background diversity might still be a challenge in
the animation industry. When allowed to give their own answers, several participants hinted
that there are too many limitations on what is allowed to be aired on television in Malaysia
thus feel restricted these regulations. This may indicate that people in Malaysians, regardless
working in the animation industry or not, are believed to be reserved, making it harder for
new ideas to be accepted or developed in the country.
It is often perceived that creative people look for job satisfaction over monetary rewards
but working in the animation industry in Malaysia proved to be difficult with the lack of
funds. After all, being creative really means to be experimenting, discussing, learning and
testing new ideas. Yet all creative acts are risky as studios might not be ready to accept the
consequences should an idea fail.
Finally, being held back by organisation‗s rules and regulations hints that there may be
too many unnecessary limitations and processes in the studio‗s workflow that it makes it
difficult for employees to be spontaneous; a necessary aspect of being creative. Another
indication of this could mean that employees might feel defensive when presenting a new
idea to a higher ranking colleague and therefor held back by the hierarchy of the organisation.
VI. LIMITATIONS AND FUTURE DIRECTIONS
This research was developed to examine the dynamics of collective creativity practiced
in the animation industry as well as to highlight challenges, attitudes and beliefs of this

industry in Malaysia. Although 100 people responded to the survey, the probability of the
research can be improved if lager sample size covering animation studios across Malaysia
can be collected and studied.
The second limitation emerged when the results of the survey showed that many of the
participants involved were animators and therefore is not a clear representation of the
industry as a whole. A study including participants of other talent fields would be desirable to
conduct further studies on.
It is also relevant to study how the ideas of the employees are implemented in their
organization and how colleagues/peers engage with each other and if they would influence
the initial idea. It would be interesting to study how frequent peers would meet face to face to
discuss ideas and how much of their work time is dedicated to being creative. Another area
would be to examine how hierarchy will influence the creative output of everyone.
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Abstract. Entrepreneurship is a potential efforts and strategies to boost employment and job creation for the
youth, so that entrepreneurship is considered as one of the alternative engine of economic growth.
Entrepreneurship can unleash the economy potential of young people. University is one of place to create and
develop new entrepreneurs. This study aims to identify entrepreneurship barriers among university students in
Bandung, Indonesia. The method used by quantitative approach method. The data collection used
questionnaires, while samples were selected using non-probability sampling method with the technique of
convenience sampling system. A total of 282 students participated as respondents in the filling of
questionnaires. Based on the studies, the factors that significantly influence entrepreneurialbarriers of students
including social/cultural legitimacy and acceptance, entrepreneurship education and training, and access to
finance.
Keywords. Entrepreneurship; Entrepreneurship barriers; Quantitative method; Students entrepreneur; Youth
entrepreneurs.

I. INTRODUCTION
Entrepreneurship is the process of generating ideas and creations were then embodied in
economic activity. The Indonesian government realizes the importance of entrepreneurial
activity as part of efforts in improving the economy of the community, so it can can create
jobs and reduce unemployment. According to [1], a country can be said prosper if the number
of entrepreneurs at least 2% of the population. Meanwhile, in 2014 recorded the number of
entrepreneurs in Indonesia reached 1.56%, this number is certainly far from ideal number.
Therefore, the Indonesian government is trying to encourage entrepreneurship program with
several programs including the national entrepreneurship movement. The program has been
underway since 2011, and has delivered many new entrepreneurs in Indonesia with the
increasing number of entrepreneurs in 2013 reached 1.65%, but if it refers to [1], the number
does not correspond to the standard number of entrepreneurs in a country. Based on the
demographics of the population, Indonesia has tremendous potential to encourage the
emergence of new entrepreneurs.
According to Central Bureau of Statistics, in 2014, the number of labor force in Indonesia
reached 121.87 million, while the unemployment rate decreased by 0.17% compared to the
previous year.This means that 6.17% number of unemployed decreased to 5.94%. Although
the unemployment rate decreased to 7.24 million people, but in fact in February-August 2014
in the numbers of unemployed from 7.15 million to 7.24 million people [2].
Enterpreneurship became one of the most appropriate solution in the face of
unemployment in Indonesia, especially for the unemployed in productive age.
Entrepreneurship can be a source of new jobs and economic dynamism in developed
countries, and can improve the livelihoods of youth and economic independence in
developing countries. Youth entrepreneurship is regarded as a way to integrate youth into the
labor market and reduce unemployment. According to Juan Somavia, Director-General of the
ILO, entrepreneurship and business creation is an alternative for younger age groups to

address unemployment, the youth were able to take on the challenge of starting a business
and how they see the opportunity for success, so it can be improved through various types of
assistance and the creation of supporting environment [3].
Educational institution is a place to produce the next generation who have knowledge in
various fields, and of course educational institution have roles in the formation of the
entrepreneurial spirit of students. Educational institutions in Indonesia offer a variety of
educational programs to encourage the emergence of young entrepreneurs. Student creativity
can be directed in an effort to encourage the emergence of new entrepreneurs. One of the
goals of educational institutions is to create an entrepreneurial spirit among academicians
committed to encouraging the emergence of reliable entrepreneurs. There is entrepreneurship
courses in the curriculum of some universities in Indonesia, where students are required to
make business ideas and build a business. However, not all students have an intentions in
entrepreneurship. This study aims to identify factors of entrepreneurship barriers that affect
the students intention to entrepreneurship. The result is expected to be input to the
institutions, especially the student council in an effort to overcome the entrepreneurship
barriers to increase students intention in entrepreneurship.
II. LITERATURE REVIEW
A. Entrepreneurhip
Ref [4] looked at entrepreneurship as a management approach and defines it as "the
pursuit of opportunity without regard to resources controlled currently". Ref [5] defines
entrepreneurship as the person or group of people to take economic risks to create a new
organization that will exploit new technologies or innovative processes that produce value for
others. Ref [6] defines entrepreneurship as the process of an individual pursue opportunities
without regard to resources owned currently.
Ref [7] provide a definition that accommodate all types of behavior entrepreneurship as
"the process of creating something new, valuable, by utilizing the effort and time required,
taking into account the risk of social, physical, and financial, and receive financial rewards,
personal satisfaction, and independence". In this study concluded that entrepreneurship is
defined as an innovative process of creating something new values to devote the time and
effort required (assuming the financial risk, psychological and social, and uncertainty) and
resulted in an award of profits generated and personal satisfaction.
B. Youth Entrepreneurs
Entrepreneur is someone who has the ability to view and evaluate business opportunities,
obtain the resources necessary to take advantage of it and took the initiative to take
appropriate measures to ensure success. Ref [8] seen the entrepreneur as an agent of change
who searches deliberate, careful planning and careful consideration when the entrepreneurial
process. Ref [9] described the entrepreneur as someone who creates new business with the
face of uncertainty and risk in order to achieve profitability and business growth through the
identification of significant opportunities and use the necessary resources.
In order to investigate the youth entrepreneurs and evaluate policies designed to promote,
the definition of youth entrepreneurs is required. Unfortunately, there is no generally agreed
definition of the term "entrepreneurship", "businessman" or "youth entrepreneurship" in the
previous literature. According [10], youth entrepreneurship category is divided into three
(transitional) stages, including Pre-entrepreneurs (15-19 years), which is a formative stage
where young entrepreneurs are in transition period from the formal education to working life;
Budding entrepreneurs (20-25 years) is a growth stage where youth entrepreneurs tend to
have gained some experience, skills and capital to enable them to run their own company;

and, emergence entrepreneurs (26-29 years) which is the main stage, where young
entrepreneurs have a higher maturity level of young people in the lower age groups.

Fig 1. Diagnostic Framework for Youth Entrepreneurs [11]
C. Entrepreneurship Barriers
According to [12] there are 6 factors of entrepreneurship barriers, including aversion to
risk, fear of failure, aversion to the stress and hard work, lack of social networking, lack of
resources, and demographic. These factors is the most often affects the prospective
entrepreneurs to dissuade the intention when will begin to conduct entrepreneurship.
Additionally, Ref [13] suggested a model that analyzes the five major groups of youth
entrepreneurship factors including social/cultural legitimicay and acceptance,
entrepreneurship education and training, access to finance, administrative and regulatory
framework, business assistance and support. This study used the model proposed by [13] as
deemed appropriate in representing the entrepreneurial barriers experienced by students at the
University in Indonesia. Moreover, the research also tried to identify other factors of
entrepreneurship barriers on students at the University.
III. RESEARCH DESIGN
This study is based on entreprenership-driven phenomenon which supports the vision and
mission of University in fostering an entrepreneurial spirit and to support government
programs in an effort to increase the number of entrepreneurs in Indonesia. Entrepreneurship
activities provide significant economic contribution and creating jobs for people, especially

youth. Entrepreneurship barriers should be identified from the level of education, so they can
be addressed immediately, before young entrepreneurs really dive into the communities.
Entrepreneurship education is one of provision for young entrepreneurs to be able to
overcome the problems to be faced and to compete on a wider level. The data and
information used in this study came from the results of a questionnaire distributed to students
who have taken the entrepreneurship courses. We consider students as respondents is very
appropriate for this study, because they have a higher opportunity to start their own business
after completing education [14]; [15]; [16].
This study used random sampling methods. A total of 282 respondents participated in the
study. The research instrument consists of six research variables were operationalized into
some of the questions. One dependent variable used to measure entrepreneurship barriers.
Data were collected through a structured questionnaire and every question measured by
Likert scale from strongly disagree to strongly agree (1. Strongly disagree 2. Disagree 3.
Neutral 4. Agree 5. Strongly agree). There are 43 items of questions to identify student
entrepreneurship barriers. This study tested the validity and reliability of the data to ensure
that the entire item in question represents the research purposes. Classic assumption test
performed prior to multiple regression analysis. Multiple regression analysis is used to
explain the total effect of the independent variables on the index of entrepreneurship barriers.
SPSSS 20.0 is used as a tool for data analysis in this study.
IV. RESULT AND DISCUSSION
A. Respondents Profile
Based on the results obtained from distributing questionnaires to 282 respondents of
university students who get entrepreneurship course, the description of the characteristics of
the respondents is as follows.
Based on survey results, the percentage of male students who participated in this survey
by 45% and 55% of female. This showed that students who have an entrepreneurial intention
but experiencing entrepreneurship barriers is dominated by female students. This data is
supported by the results of the Global Entrepreneurship Monitor in Indonesia in 2013, where
the criteria for education diploma / strata, the value of the fear of failure of women compared
to men is lower. This is because women feel more confident of her ability to do business
because it had higher education [17].
Survey based on the amount of pocket money per month given by the parents of each
respondent aimed at identifying students' ability in the process of capital they have, where
parents provide financial support and students are able to manage it properly so that they are
able to establish a small business. The majority of university students earn pocket money per
month around 1-2 million. It is quite understandable considering the cost of living in
Bandung is relatively high, but for students who are able to manage their finances well of
course that number is quite large so that they can set aside some money in their pocket to set
up business. Furthermore, 26% of respondents received pocket money per month is less than
one million. Respondents who receive pocket money per month reaches 2-3 million is also
quite large which is as much as 20%, while 5% earn pocket money of more than 3 million. It
shows that the students have a great opportunity to get capital support from parents as long as
they are able to manage well.
From the results of the survey showed that respondents from backgrounds of family
business is only 30%. While, the majority of respondents did not come from an
entrepreneurial family background. It shows that not always a background of entrepreneurial
intention because they came from family business, but also because of the desire

independently. However, one advantage of students who come from a family background of
entrepreneurs is that they get knowledge by observing directly the entrepreneurial process
that occurs through his family-owned businesses.
Based on the survey results showed that 22% of students have started to set up and run a
business in college, while 78% of respondents do not have a business. The types of business
that is run by students‘ university can be known that as many as 49% of students engaged in
the culinary business, 21% is engaged in the business of crafts, 13% of the fashion business,
9% is engaged in the business of content and applications, 5% is engaged in the
transportation business and 3% in the business of design. This data showed that the culinary
business is the largest field of business owned by the students, followed by the crafts business
B. Factors of Entrepreneurship Barriers
Multiple Linear Regression Analysis
Multiple linear regression used to analysis the effect of independent variables toward the
dependent variable using a linear equation and predict a dependent variable value with the
change of the independent variable. Here is an equation for multiple linear regression analysis
in this study:
Y = α + b1x1 + b2x2 + ... + bnxn
Multiple linear regression analysis is used to determine the influence or how big the
change of variable Y (Barriers) caused by the variable X1 (Legitimacy), X2 (Entre_Educ),
X3 (Financial), X4 (Administrative) and X5 (Business_Assist). Statistical data analysis using
SPSS 20 that can be seen in Table 1 below:

Table 1. The Result of Multiple Regression Linear
ANOVAa
Model

Sum of
df
Mean
F
Sig.
Squares
Square
Regression 2395,203
5
479,041 51,588 ,000b
1 Residual
2562,914
276
9,286
Total
4958,117
281
a.Dependent Variable: Barriers
b. Predictors: (Constant), Business_Assist, Legitimacy, Administrative,
Entre_Educ, Financial

Hypothesis of Partial Significance (T-test)
According to [18], t-test aims to show how far the influence of the explanatory variables
or independent variables in explaining the variation of the dependent variable. With a
significance level of 10%, then the testing criteria are as follows:
a. If the significance value of t < 0.05, then H0 is rejected, meaning that a significant influence
between the independent variable on the dependent variable.
b. If the significance value of t > 0.05, then H0 is accepted, meaning there is no a significant
influence between the independent variable on the dependent variable.
The results of the partial testing calculation can beseen in Table 2 below:

Table 2. Hypothesis Testing (T-test)
Coefficientsa
Model

Unstandardized
Coefficients
B
Std.
Error
(Constant)
-,358 1,289
Legitimacy
,584
,060
Entre_Educ
,142
,055
1
Financial
,142
,050
Administrative
-,050 ,089
Business_Assist ,010
,048
a. Dependent Variable: Barriers

Standardized
Coefficients
Beta

,511
,160
,179
-,034
,013

t

Sig.

-,278
9,697
2,569
2,856
-,558
,219

,781
,000
,011
,005
,577
,827

Based on the results of t-test, the variables of administrative and business assistance has
no significance values, indicated by value are 0.577 and 0.827 more than 0.05. So, variables
that influence the entrepreneurial barriers are legitimacy, entre_educ, and financial.
Coeffisient of Determination
According to [17], coefficient of determination (R2) essentially measures how far the
ability of the model to explain variations in the independent variables. If the R2 value small
means that the ability of the independent variables in explaining the variation of the
dependent variable are very limited, otherwise the value of R2 approaching 1, means of
independent variables provide almost all the information needed to predict the variation of
the independent variables. Can be seen in Table 3 below:
Table 3. Test Coefficient of Determination
Model Summary
Model

R

R Square

Adjusted R
Square

Std. Error of
the Estimate

1

,695a

,483

,474

3,047

a. Predictors: (Constant), Business_Assist, Legitimacy,
Administrative, Entre_Educ, Financial

In the Table 3 shows the R value is 0.695 and R square is 0,483. The magnitude effect of
the independent variable on the dependent variable amounted to 48.3%, while the rest
influenced by other variables not examined in this study.
Based on the results showed that the factors that influence the entrepreneurial barriers can
be explained in detail in the table below:
Tabel 4. Mean Values of Each Indicator Variable
No.
Questions
Entrepreneurship Barriers
The reluctance to take risks
Fear of failure
1
The reluctance to work hard and under stress
The lack of social networks
The lack of available resources

Mean
2,9468
3,0745
2,7872
2,8050
2,9716

Barriers demographic factors (age, gender, religion, tradition and culture)
Social/Cultural Legitimacy and Acceptance
The lack of support from students' personal environment (parents and family members)
The lack of awareness about the concept of entrepreneurship
The lack of achievement, acceptance and credibility of entrepreneurship in society
2
Religion and beliefs play a role in shaping the entrepreneurial process
Cultural values play a role in shaping the entrepreneurial process
Social and cultural behavior determines the success of entrepreneurship
Entrepreneurship Education
The lack of recognition and adoption regarding entrepreneurship education
An adequate of entrepreneurship curriculum and studies program
Entrepreneurial learning method that is not appropriate
Indifference of students about entrepreneurship education
3
The lack of professors trained / educated about entrepreneurship
The lack of career information and business possibilities
The lack of information about the linkages between education and business
The lack of infrastructure or ICT skills
Financial Access
The lack of savings and private resources
The lack of trust of financial institutions for debt financing
The lack of business experience and skills to debt financing
The tight of credit rules
The complexity of loan documentation procedure
4
Long waiting time (the time it takes to decide the funding application)
The lack of knowledge, understanding, and the possibility of financing a startup
The characteristics of companies are not clear
The legal status and the type of business is not yet clear
The lack of access to micro-credit and funding
Administrative and Regulatory Framework
Tax policies that do not support (system and tax costs)
The difficulty of the procedure of registration of business (business license) and the high
cost of registration
Business competition law ineffective
5
The lack of transparency regarding the regulatory framework and policies established
businesses
The difficulty of the procedure of making property rights, copyright, patent and trademark
laws
Business Assistance and Support (Institution of Education and Government)
The lack of business relationships: business communication with suppliers, the matched
partners, and the network
The lack of knowledge of business support services available
The lack of business training and sharing experiences with successful entrepreneurs
The lack of support from trainers, practitioners and institutions
6
The lack of mentoring capacity
The lack of workspace and ICT infrastructure
The lack of business networks, forums and meeting places
The lack of business development services other

2,6596
2,5567
2,7979
2,9078
2,8156
3,1383
3,4929
3,0106
3,2199
2,7057
2,7979
2,6170
2,9291
2,8652
2,7801
3,2908
3,1596
3,2234
3,2624
3,2447
3,2163
3,1950
2,9716
3,1525
3,2482
3,0496
3,2624
3,0851
3,1454
3,3972

3,0957
3,0957
3,0071
2,9610
2,9823
3,0603
3,0851
3,1844

In the above table shows that the indicators most influence on entrepreneurial barriers are
fear of failure, as indicated by the average value is greater than the value of other indicators.
In the variable of social/cultural legitimacy and acceptance show that indicators of social and
cultural behavior determine the success of entrepreneurship is an indicator of the most
influential with the average value of 3.4929. Cultural and social are important predictors for
individuals in shaping their lives, they are also influencer in promoting entrepreneurship and
cultural intentions [19]; [20]. Variable of entrepreneurship education indicates that an
adequate entrepreneurship curriculum and study programs is an indicator of the most

influential with the average value of 3.2199. Based on previous research, entrepreneurship
education in higher education is seen as a catalyst for stimulating student‘s entrepreneurship
intention [21]; [22]; [23]; [24]; [25]. The research was supported by [26] which confirmed
that the higher education system plays an important role in developing entrepreneurs, that the
university has the potential to promote entrepreneurial capacity, forming mindset and, more
importantly, stimulate entrepreneurial intentions. Variable of financial access showed that the
indicators of the lack of savings and personal resources is an indicator of the most influential
with the average value of 3.2908. Lack of financial resources is the biggest obstacle in
running a new company [27]; [28]. According to [29], lack of funding is a major obstacle to
the entrepreneurial intention. Variable of administrative and regulatory framework indicated
that the difficulty in the manufacturing procedure of property rights, copyright, patent and
trademark laws is an indicator of the most influential with the average value of 3.3972. And,
variable of business assistance and support from both the government and educational
institutions showed that the most influential indicator was the lack of other business
development services with the average value of 3.1844.
V. CONCLUSION AND RECOMMENDATION
Student entrepreneurial intention will increase if understand the potential risks and be
able to overcome the obstacles that occur, observation, study and record the events that are
important and influential for business continuity. This study tried to identify barriers of youth
entrepreneurs who will be the most important challenges in order to improve the ratio of
youth entrepreneurship. Based on the results of the study indicated that factors that
significantly influence on entrepreneurship barriers in university students are a social /
cultural legitimacy and acceptance, entrepreneurship education and training, and access to
finance. Factors of social / cultural legitimacy and acceptance indicates that the social and
cultural environment has a role in supporting the development of students, especially in the
social and cultural behavior indicators that determine the success of entrepreneurship.
According to [30], social perception significantly influencing personal attitude, which mean
that social environment have a role in determining the attitude of an entrepreneurs.
Factors of entrepreneurship education and training, indicated by curriculum and
entrepreneurial studies program, has not fully support the entrepreneurial process of students,
so that the necessary programs that can stimulate student intention in entrepreneurship. And,
another influencing factor is access to finance as indicated by the lack of savings and
personal resources, so that access to capital is still one of the main obstacles in setting up a
business.
Based on these study, entrepreneurship education is one of the important things,
especially in the integration of curriculum with entrepreneurship practices so that students
have a deeper understanding of the entrepreneurship knowledge, especially in overcoming the
obstacles that occur. Currently, education is still regarded as a form of theoretical learning
[21] so that the institution should be able to design a curriculum that can integrate between
theoretical and practical business training to better understand the entrepreneurial process.
This study has identified the factors most significant in entrepreneurial barriers for students,
so it is expected the participation of educational institutions and governments to support and
facilitate the process of developing youth entrepreneurship by establishing self-employment
programs are appropriate and effective. In the curriculum of entrepreneurship education
should be given more space to present a range of possible financing for start-ups and
practices that help build financial credibility. Entrepreneurship education should be able to
provide solutions to overcome barriers, including the practical education on administrative

procedures, the tax system and associated regulations legality of the business establishment.
Entrepreneurship education should also help to overcome the fear of failure.
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Abstract. Entrepreneurship at Telkom University is intended as a support for entrepreneurial spirit of the
graduates. The support is given by debrief each department in Telkom University an Entrepreneurship subject.
The purpose of this study is to replicate the Theory of Planned Behavior model towards student’s intention on
Telkom University students through the Theory of Planned Behavior approach to 1) see how attitudes,
subjective norms, and behavior control of the students after attending an entrepreneurship class; 2) know how
the entrepreneurship intention of the students after attending an entrepreneurship class; 3) measure how much
is attitudes, subjective norms, and behavior control can influence student’s entrepreneurship intentions after
attending an entrepreneurship class. The population of this study is the students of Faculty of Business and
Economics (FEB), Faculty of Business and Communications (FKB), Faculty of Creative Industry (FIK), Faculty
of Applied Science (FIT), and Faculty of Industrial Engineering (FRI) class of 2012-2013 which is already took
an entrepreneurship class. The sample size of this study is 344. This research is using quantitative study with
Path Analysis method using SPSS 22.0 for windows. This study used a significance level of 5% and hypothesis
testing performed simultaneously (entirely) and partially (individual). The result of the simultaneously test, the
value Fvalue> Ftable so that H0 is refused and H1 is accepted, meaning attitudes, subjective norms and
behavioral control significantly influenced student interest in entrepreneurship. Judging from the influence of
simultaneous variables, students interest in entrepreneurship could be explained by 70.2% by attitudes,
subjective norms and behavioral control, while the remaining percentage of 29.8% is influenced by other
factors were not examined in this study. The test results showed from partial hypothesis t showed that value of
tvalue of attitudes 8.704)>(1.960) so that H0 is refused and H1 is accepted, meaning that attitude significantly
influenced student interest in entrepreneurship. The value of tvalue subjective norms is (4.872)>(1.960) so that
H0 is refused and H1 is accepted, meaning subjective norms significantly influenced student interest in
entrepreneurship. Behavioral control had tvalue (6.071)>(1.960) so that H0 is refused and H1 is accepted,
meaning that behavioral control were significantly influenced student interest in entrepreneurship.

Keywords. Theory of Planned Behavior; Attitudes; Subjective Norms; Behavior Control; Path Analysis.

I. INTRODUCTION
As quoted in the website of the University of Telkom, Telkom Institute of Technology (IT
Telkom), Telkom Institute of Management (IM Telkom), Telkom College of Fine Arts and
Design (STISI Telkom) and Telkom Polytechnic Institute, their managements used to run
independently. Under the association of Telkom Education Foundation (YPT), the four had
the same goal namely to be recognized as International Universities who excel and become
the agents of change in the formation of intelligent and competitive beings, and contribute in
the formation of a prosperous society.
To achieve the target of becoming a World Class University (WCU) in 2017, the
alteration of the name, from Telkom School of Technology (STT Telkom) to Telkom Institute
of Technology (IT Telkom) in 2007 marked the start of the long term goal. The alteration was
officiated by the Decree of the Minister of Education No. 235/D/O/2007 on November 30th,
2007. After the approval, the official new logo of IT Telkom was announced, followed with
the placement of the first cornerstones of the IT Telkom Learning Center, Laboratory, and
Polytechnic buildings in Jl. Telekomunikasi Terusan Buah Batu, Kabupaten Bandung, on

Saturday, Februari 23rd, 2008. The University of Telkom (or Tel-U) is the incorporation of
several faculties under the association of Telkom Education Foundation (YPT), which are the
Faculty of Technology of Telkom (IT Telkom), the Faculty of Economic and Business and the
Faculty of Communication and Business (IM Telkom), and the Faculty of Applied Science
(Poltek Telkom) and the Faculty of Creative Industry (STISI Telkom).
The University of Telkom focuses on the field of studies of ―Information and
Communications Technologies, Management and Creative Industries‖ in response to the
demands of the rapid industrial development of Information and Communication Technology
(ICT). The University of Telkom has planned to become internationally recognized
universities that excel in the field of Information and Communication in 2017, and to become
the agents of change in the formation of intelligent and competitive beings.
The number of entrepreneurs in Indonesia has increased from 2012 to 2015 (Indonesia
Statistics Center). However, Indonesia still requires half of its population to be involved in
entrepreneurship (Perwitasari, 2012). The will to become an entrepreneur has proven to be
the best predictor for entrepreneurial behavior (Indriantoro and Supomo, 2002). A person's
will toward a particular behavior is influenced by three variables: attitude, subjective norm,
and perceived behavioral control (Icek Ajzen, 1991). The effect of entrepreneurship
education has been considered as one of the important factors to grow and develop
entrepreneurial passion, spirit and behavior among young people (Kourilsky and Walstad,
1998).
The University of Telkom aspires to implement entrepreneurship in their study programs,
aiming to encourage the spirit of entrepreneurship for the graduates. For starter, some of the
departments have already been given the introductory course of entrepreneurship. Not only
does it provide the students the lecture on the subject, but also the practice of
entrepreneurship.
Considering the increasing number of Indonesian entrepreneurs in the last four years, and
the fact that the University of Telkom has prepared the education and the practices of
entrepreneurship for the graduates, the writer would like to see if there is any relation
between the education of entrepreneurship and the will to become an entrepreneur. The writer
is going to study the entrepreneurial intention of the students of the University of Telkom, in
particular.
The objectives of the study is in line with the aforementioned background and research
questions: (1) To measure the attitude, subjective norm, and perceived behavioral control of
the students after taking the course of entrepreneurship, (2) to measure the effect of the
course of entrepreneurship in encouraging the students‘ intention to become an entrepreneur,
and (3) To measure the effect of attitude, subjective norm, and perceived behavioral control
of the students toward entrepreneurship after taking the course.
II. THEORETICAL FRAMEWORK
A. Entrepreneurship
The word ―entrepreneur‖ is originated from French; ―entre‖ means ―between‖ and
―prendre‖ means ―take‖. These words were initially used to describe people who dared to
take risks and to start something new (Wijatno, 2009:2). According to Alma (2009:19) the
term wirausaha is originated from ―entrepreneur‖ (French) which was translated into English
by the meaning of ―between taker‖ or ―go-between‖. There are some definitions of
entrepreneurship, one of them is ―entrepreneurship is the ability to be creative and innovative,
used as the basis, tips, and resources to find opportunities to success‖ (Suryana, 2006:2).

B. Process of Entrepreneurship
Entrepreneurship begins with innovation driven by personal, environmental and
sociological factors. Pioneering of entrepreneurship is driven by three factors, including:
a. Personal factors.
b. Related environmental factors.
c. Sociological factors.
C. Entrepreneurship Education
Entrepreneurship education began to develop around 60 years ago in the United States.
Katz study conducted in 2003 showed that the first entrepreneurship courses were given at
Harvard Business School in 1947.
D. The Theory of Planned Behavior (TPB)
This theory was originally named the Theory of Reasoned Action (TRA), which was
developed in 1967, which was continually revised and expanded by Icek Ajzen and Martin
Fishbein. Beginning in 1980, the theory is used to study human behavior and to develop more
effective interventions. Theory of Reasoned Action, is a manner determined by the intention
to behave, and intention to behave is influenced by two factors, one is personal and the other
is the attitude reflecting the influence of social, commonly called as the subjective norm. The
Theory of Planned Behavior (TPB) provides a framework for studying attitudes toward the
behavior. Ajzen (2005) explains that one's intention to conduct, in addition to be affected by
the attitude toward certain behavior and subjective norms, is also influenced by the perceived
behavioral control variable. Intention is a function of three basic determinations, which are
personal, social and control.

Attitude

Subjective Norms

Entrepreneurial
Intentions

Behavioral Control

Figure 1. Conceptual Model
According to Cooper and Schindler (2006: 35), to reduce bias in the collection of the
questionnaire, because respondents tend to choose a neutral alternative, a writer needs to use
an unbalanced rating scale. The scale is from 1 to 4.
III. RESEARCH METHOD
A. Classical Assumption Test
According to Wijaya (2012: 125), there are several kinds of classical assumption
including multicolinearity, autocorrelation, heterokedasticity and normality. In this study the
writer did not use autocorrelation test for autocorrelation test is only performed on the time

series data and does not need to be done on questionnaire data where the measurement of all
variables is simultaneously carried out at the same time.
B. Double Linear Regression Analysis
Regression analysis is the one that measures the effect of an independent variable on a
dependent variable. Double Regression Analysis is carried out to find out the attitude (x1),
subjective norms (X2), control behavior (X3) toward the entrepreneurial intention (Y) of the
students of the University of Telkom. Therefore, the writer opted to use Double Regression
Analysis with the following equation:
Y = a + b1X1 + b2X2 + b3X3 + e

(1)

C. Hypothesis Test
Determination Coefficient
According to Purwanto and Sulistyastuti (2011:195) determination coefficient which is
often symbolized by R2, in principle measures the ability of a model to explain the variance
of a dependent variable.
KD = R2 x 100%
Simultaneous Determination Coefficient
According to Riduwan (2010:145), to test the research hypotheses simultaneously:
(

) (

1.

If F calculated > F table, then H0 is rejected

2.

If F calculated ≤ F tabel, then H1 is accepted

)

Partial Determination Coefficient
Test for statistic value of t is a significance test of individual parameter.
√
1.
2.

√
If t table ≤ t calculated ≤ t table, then H0 is accepted or H1 is rejected.
If t calculated > t table or t calculated < -t table, then H0 is rejected or H1 is accepted.

D. Operational Variable
Table 1. Operational Variable
Variable

Variable
Definition

Indicators

Scale

No Item

Task-and-result oriented
Risk and challenge taking
Leadership
Innovative and creative originality
Future oriented
Taking entrepreneurship course brings success

Interval
Interval
Interval
Interval
Interval
Interval
Interval
Interval

1,3,5,15
4,7,9,12,14
10,11
8,16
13
2,6
17
18

Confidence
Entrepreneurial
Intentions (Y)

Entrepreneurial
Trait

Attitude (X1)

Academic
supports

Taking entrepreneurship course helps to

Variable

Variable
Definition

Behavior
confidence

Subjective
norm (X2)

Normative
confidence

Indicators
understand the practice
Interested in business opportunity
Creatively and innovatively thinking
Positive perspective of entrepreneurship
Sense of leadership and responsibility
Risks and culture
Parents let the children build their own
business

Individual
perception

No Item

Interval
Interval
Interval
Interval
Interval

22,25
26
20,21,24
27,28
23

Interval

29

Interval

30

Interval

31

Interval

32

Interval

33

Interval
Interval

34
35

Interval

36

Friends appreciate entrepreneurial activities
and other career paths

Interval

37

In my country, entrepreneurship is valued
although it is risky

Interval

38

Interval

39

Interval

40

Interval

41

Interval
Interval

42
43

Interval

44

Interval

45

Parents let the children become employees
Parents ask the children to handle family
business
Friends‘ support to start a business
Believe that the main family needs the
students to work on their own
Interested to start a business
Friends agree to start a business
Culture in the country is beneficial for a
business

The role of entrepreneurs in economic
development
Starting a business is an opportunity to
succeed
Control
Behavior (X3)

Scale

Ready to do what it takes to be an
entrepreneur
Confident about the skills they have
Starting a business without permission
Friends refused to support but the business
still goes on
All the efforts of starting their own business

IV. RESULTS AND DISUCUSSION
The result of data collection using the questionnaire simultaneously suggested that the
formation of entrepreneurial intention of the students with regard to the attitude variable is
considered very well, with the average item total score of 1068 or 99.8% by percentage. The
variable of attitude showed the highest score compared to the other two. This result suggested
that the Faculty of Economic and Business (FEB), the Faculty of Communication and
Business (FKB), the Faculty of Creative Industry (FIK), the Faculty of Engineered Industry
(FRI) and the Faculty of Applied Science (FIT) have managed to encourage entrepreneurial
intention to the students through the course of entrepreneurship.
The result of data collection using the questionnaire simultaneously suggested that the
formation of entrepreneurial intention of the students with regard to the subjective norm
variable is considered very well, with the average item total score of 1038,1 or 96.68% by
percentage.

The result of data collection using the questionnaire simultaneously suggested that the
formation of entrepreneurial intention of the students with regard to the control behavior
variable is considered very well, with the average item total score of 1049.8 or 99.75% by
percentage.
The result of data collection using the questionnaire simultaneously suggested that the
formation of entrepreneurial intention of the students is considered very well, with the
average item total score of 1121.6 or 99.7% by percentage. Hence, it can be concluded from
the descriptive analysis using continuum line:
Attitude (X.1)
: very well
Subjective norm (x.2)
: very well
Control behavior (X.3)
: very well
Entrepreneurial intention (Y) : very well
All variables of X1, X2, X3 and Y fell into ―very well‖ category, meaning that there are
very good relationships among the studied variables.
The elements of the Theory of Planned Behavior including attitude, subjective norms, and
control behavior perceived by the students are all in the category of ―very well‖, with the
result score of 98.74%. The variable of attitude has the highest score, which is 99.8%. The
control behavior comes second with 99.75% and the last is subjective norm with 96.68%.
V. CONCLUSION AND SUGGESTION
Conclusion
From the research result related to the effect of attitude, subjective norms, and control
behavior factors on the entrepreneurial intention, a case study of the students of the Faculty of
Economic and Business, the Faculty of Business Communication, the Faculty of Applied
Science, the Faculty of Engineered Industry, and the Faculty of Creative Industry of the
University of Telkom it can be concluded that:
1. Attitude (X.1) is considered very well with average of total item score of 1068 or 99.8%.
2. Subjective norm (x.2) is considered very well with average of total item score of 1038,1
or 96.68%.
3. Control behavior (X.3) is considered very well with average of total item score of 1049.8
or 99.75%.
4. Entrepreneurial intention (Y) is considered very well with average of total item score of
1121.6 or 99.7%.
Because the results of X1, X2, X3 and Y are all very well, then it can be concluded that
there are very good relationships among the studied variables. Meanwhile, the elements of
the Theory of Planned Behavior including attitude, subjective norm, and control behavior
perceived by the students are also considered very well with a total score of 98.74%. The
variable of attitude has the highest score, which is 99.8%. The control behavior comes second
with 99.75% and the last is subjective norm with 96.68%.
Suggestion
Theoretical Aspect
Based on the research that has been conducted, the writer has some suggestions that may
help future researchers to further continue this research:
a) This study only used a sample of the students of the University of Telkom. It would be
better if future researches can be done by comparing samples from other universities that

implement entrepreneurship courses to the students, so that the study sample measured
can be varied for the similar research topic in all over Indonesia, especially in West Java.
b) This study only examined students' entrepreneurial intentions. To complete the Theory of
Planned Behavior, the current writer suggested that future researches can be directed to
investigate the issue longitudinally through the real behavior of students in
entrepreneurship, in order to obtain a complete and more accurate model framework.
Practical Aspect
Based on the results of the study, the author suggests:
a) The respondents' response indicated that the subjective norm variable had the lowest
score. That is because of lack of support from the closest person, therefore, the researcher
hopes for good supports from the parents, friends, or relatives of the students in order to
help them to be more confident to be involved in entrepreneurship.
b) Parents expecting their children to continue the family business showed the lowest point
in the indicators of subjective norm, as it is considered by some students as a stumbling
block for them to take up a desired job. It is expected that the parents of the students can
give greater freedom for the son or daughter to choose the job they want, because it can
encourage them to do something they actually are passionate about
c) Students are reluctant to start a new business because their parents do not give the
permission, and this is the lowest indicator on the control behavior variable in this study.
The advice given by the author is that the parents of the students should support the
business planned by their children, because it can boost their confidence to be successful
entrepreneurs.
d) Institutions should be able to encourage the students to start a business. This is because
getting entrepreneurship courses and practicing the skill can positively and significantly
affect the students' entrepreneurship intentions. The encouragement can be done by
conducting sharing session with the alumni who have successful entrepreneurial careers,
at least 2 times per semester, for these activities can support the students to start a
business.
e) Moreover, the lack of knowledge about the practical details needed to start a business has
become an important factor in growing the entrepreneurial intentions for the students.
They really need the information and knowledge on entrepreneurship so that later when
they run a business, they know what to do. One way to do it is to build the university's
Business Incubator Room in every faculty, so that the students can easily access the
information needed to start and run a business.
f) As for the suggestion for the government, according to the Draft Bill on National
Entrepreneurship Section 3 Article 19 Paragraph 1-3, the government is expected to
implement the Entrepreneurship Education as early as possible within the curriculum,
both in formal and informal education, as to spur Indonesian youth to become an
entrepreneur.
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Participative Budgeting, Organizational Commitment, And Performance
(Surveys of The Local Government Unit Agencies of West Java Province)
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Abstract. There is a process of lobbying, negotiation, and even conflict between the executive and legislative
branches with respect to the interests that must be accommodated during budget discussions. In the other side
the commitment of local government personnel in achieving the aims of the budget is still low, this can be seen
from the low uptake of the budget and evaluation Report Performance Accountability local government units
West Java Provincial Governmentis not in a good condition. This study aims to examine:1) the effect of
participative budgeting on performance;2) the effect of organization commitment on performance; and 3) the
effect of organizational commitment on the relationship between participative budgeting and performance.The
research method use descriptive and verificative analysis. Population target in this research is 55 Local
Government Unit Agencies in West Java Province. The primary data are collected by questionnaires and the
reports of the evaluation of performance accountability are use as secondary data. Validity and reliability of
questionnaires are tested before testing the hypotheses. Stuctural Equation Modelling with Partial Least Square
is used as the analysis technique in this research. The research findings:1) participative budgeting has
positively significant effect on performance; 2) organizational commitment does not significantly effect on
performance; and 3) organizational commitment has positively significant effects on the relationship between
participative budgeting and performance.

Keywords.Participative Budgeting; Organizational Commitment; Performance.

I. INTRODUCTION
Budget are at the heart of government [1]. Budgeting in public sector organizations is a
stage that is quite complicated and contains a high political overtone. In public sector
organizations, budgeting is a political process. Public sector budget is an instrument of
accountability for the management of public funds and the implementation of programs
funded with public funds. [2]
Several phenomena that underlie this study:
There is a process of lobbying, negotiation, and even conflict between the executive and
legislative branches with respect to the interests that must be accommodated during budget
discussions. Consequently, the interests of the community through participatory processes
have not been accommodated, delays in the preparation of the budget, and establishment of
the budget by the regional governments and legislators.
There are differences characteristics of the planning and preparation of the public-sector
budget, as well as their funding from central government to local governments tend to cause
financial dependence that can cause dysfunctional behavior over budget [2].In this case,
dysfunctional behavior in the form of misuse of funds, therefore can not provide the
maximum impact on growing of the society economy. [3]
The commitment of local government personnel in achieving the aims of the budget is
still low, this can be seen from the low uptake of the budget. For example, according to the
Report of Program Performance or activity Local Government Unit third quarter fiscal year
2010, the realization of budget absorption Education Department of West Java province until
the end of September 2010 reached 13.51 %. [4]
Evaluation Report Performance Accountability local government units West Java
Provincial Government in 2009 were 2 % Very Good; 26 % Good; 59 % fair; and 13 %

poor, while Evaluation Report Performance Accountability Local Government Units West
Java Provincial Government in 2010 were 4 % excellent; 13 % Very Good; 27 % Good; 20%
Fair; 10 % somewhat poor; and 2 % poor.
Based on the phenomenon, the research question in this article are:
1. Is participative budgeting significantly positive effect on performance?
2. Is organizational commitment significantly positive effect on performance?
3. Is organizational commitment has positively significant effects on the relationship
between participative budgeting and performance.
II. LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT
A. Participative Budgeting And Performance
Participation is a process of shared decision making by the parties or where such a
decision would have an impact on the future for those who make it. When applied into the
planning, participation refers to the involvement of middle and lower level managers in
decision-making that led to the determination of the operational objectives and performance
target setting. [5]
Participative budgeting is the level of involvement and influence of individuals in the
preparation of the budget [6] [7], while [8] states as a process in which the
subordinate/executors of the budget given the opportunity to engage more deeply and have
influence in the budgeting process.
Participation in the context of the budget preparation is the process of the individuals
whose performance is evaluated and rewarded based on budget emphasis, involved, and have
influence in the preparation of the budget targets [7].
Budget not only as a means of planning and control of the responsibility centre of an
organization but also a tool for top-level managers to motivate subordinates. The
participation of the managers in the budgeting process is expected to improve performance.
The higher manager involvement in the budgeting will further improve performance. [9]
The research results conclude that participative budgeting significant positive effect on
performance. [6] [9] [10] [11] [12] [13] [14] [15]
H1: Participative budgeting significantly positive effect on performance
B. Organizational Commitment And Performance
Organizational commitment is an important behavioral dimension that can be used to
assess the tendency of employees to remain a member of the organization [16].
Organizational commitment is the degree to which an employee in favor of a particular
organization and its goals, and intend to maintain membership in the organization. High
organizational commitment means alignments to the organization is also high. [17]
Organizational commitment as impetus from within the individual to do something in
order to support the success of the organization, to comply with the objectives of the
organization, and to prioritize the interests of the organization [18]. Organizational

commitment as the attitude of the employees to remain and involved in the organization and
efforts to achieve the mission, values, and goals of the organization. [19]
Organizational commitment formulated in three dimensions, namely: affective,
continuance, and normative. a) Affective commitment, the employee‘s emotional attachment
to, identification with, and involvement in the organization; b ) continuance commitment,
refer to an awareness of the costs associated with leaving the organization; c ) Normative
commitment, refer to a feeling of obligation to continue employment in an organization. [20]
The research results concluded that organizational commitment significantly positive
effect on performance. [21] [22] [23] [24]
H2: Organizational Commitment significantly positive effect on performance
C. Participative Budgeting, Organizational Commitment, And Performance
The research results concluded that organizational commitment significant positive effect
on relations between the participatory budgeting with performance. [23] [25] [26]
H3: Organizational commitment has positively significant effects on the relationship between
participative budgeting and performance.
III. RESEARCH METHOD
Descriptive research is basically a study to obtain a description of the characteristics of
variables. Meanwhile verification research is a type of research that aims to determine the
relationship between variables through a hypothesis testing. In connection with this type of
research, the research method used was survey method. [27]
Operationalization of variables:
1. Participative budgeting (X) was measured using an instrument introduced by Milani [6].
These instruments have been widely used and validated. [7][8] [14] [15] [28] [29] [30]
[31] [23] [32] [33] [34] [35]
2. Organizational commitment (M) was measured using an instrument consists of nine
questions [36]. These instruments have been widely used and validated. [23] [37] [38]
[39] [40]
3. Performance (Y). Performance measurement in the public-sector organization has its own
characteristics in which every Local Government Unit Agencies implement System of
Accountability Performance Government with self-assessment method. This selfassessment system require evaluation more independent in order to obtain feedback for
improved accountability and performance of local government units. Therefore, the
performance in this study was measured by scores obtained of the evaluation report of
performance accountability for Fiscal Year 2010. [41]
Hypothesis testing use Structural Equation Modeling (SEM) with Variance Structure
approach (Partial Least Square Path Modeling). The reason for using this technique is that the
study involves latent variables with a relatively small sample size.

Organizational
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Participative
Budgeting

Performance

Fig 1. Research Paradigm
Data were obtained through two sources :
a. Primary data obtained through interviews and questionnaires to the respondents (echelon
II, III, and IV) in each local government unit agencies (55 agencies). There are 122
questionnaires were returned from 164 respondents.
b. Secondary data were obtained from the Inspectorate of West Java province in the form of
evaluation report of performance accountability fiscal year 2010.
IV. RESULTS AND DISCUSSION
Data obtained through questionnaires tested for its validity and reliability using SPSS
version 22. Validity test results for participative budgeting and organizational commitment
shows that the entire of questionnaire item has a correlation of more than 0.3 means that the
entire item questions used in this study is valid and can be used to measure the variables
studied.
Reliability test results showed that Cronbach Alpha of variables participative budgeting is
0.813 and organizational commitment variable is 0.810. Cronbach alpha of each variable is
greater than 0.7 so that the measuring instrument is reliable.
Structural Equation Modeling (SEM) which used in this research is SEM with second
order approach. Fig 2 shows the results of calculations full model with SmartPLS 2.0.

Fig 2. Full Model
Structural equation model of organizational commitment significantly positive effect on
the relationship between participative budgeting and performance, is:
 = 0.343 + 0.117M +0.401.M+0.640
Fit models with PLS-SEM rated with 2 stages of assessment by looking at the results of
outer models and inner models. [42]
Outer Models assessed by internal consistency (composite reliability), indicators of
reliability, convergent validity (average variance extracted) and discriminant validity. Inner
models rated based on coefficients of determination (R2), effect sizes (f2), as well as size and
significance of the path coefficients. [43]
Convergent validity of the measurement model assessed based on the correlation between
the item score was estimated (Loading Factor). In this study, will be used limit of loading
factor 0.60. [44]
Table 1. Measurement Model - Participative Budgeting
Manifest Variable

Loading
Factor

Measurement
Model

t
value

Involvement in budget seting

0.808

X1= 0.808X+ 0.348

13.210

Influence on the final budget

0.859

X2 = 0.859X+ 0.261

28.259

Source : PLS-SEM results
Table 2. Measurement Model - Indicators of Dimension Participative Budgeting
Manifest Variable

Loading
Factor

Involvement in the preparation of the 0.929
program of activities and budget

Measurement
Model

t value

X1,1= 0.929X1+0.138

48.573

Contributions to the budget

0.916

X1,2= 0.916X1+0.160

29.384

Clarity revised budget

0,806

X2,1= 0.806X2+0.350

10.153

Affect the final budget

0,911

X2,2= 0.911X2+0.170

43.180

Superior sensitivity in budgeting

0,687

X1,1= 0.687X1+0.529

4.909

Source: PLS-SEM results
Calculation results of loading factor above the average of 0.6. That is, the correlation
between the constructs with variable (loading factor) already meets the convergent validity.
T value obtained for each loading factor of variable manifest from latent variable of
participative budgeting more than 1.96 so it can be said that the manifest variables used in
measuring variables participative budgeting meaningful.

Table 3. Measurement Model - Organizational Commitment
Manifest
Variable

Loading
Factor

Measurement
Model

t
value
12.011

Affective

0.823

Y1= 0.823Y+0.323

Continuance

0.853

Y2 = 0.853Y+0.272 17.311

Normative

0.711

Y3= 0.711Y+0.494

7.300

Source : PLS-SEM results
Table 4. Measurement Model - Indicators of Dimension Organizational Commitment
Manifest Variable

Loading
Factor

Measurement
Model

t
value

Willing to work hard

0.800

Y1,1= 0.800Y1+0.360

8.761

Boasts organizations

0.888

Y1,2= 0.888Y1+0.211

28.891

Willing to accept the task

0.910

Y1,3= 0.910Y1+0.173

42.833

Similiarity values

0.870

Y2,1= 0.870Y2+0.243

17.278

Losses left the organization

0.749

Y2,2= 0.749Y2+0.438

9.009

The best work places

0.907

Y2,3= 0.907Y2+0.178

22.889

Inspiration for performance 0.864
achievement

Y3,1= 0.864Y3+0.254

10.012

Glad to be in the 0.740
organization environment

Y3,2= 0.740Y3+0.452

7.046

Care about the organization

Y3,3= 0853Y3+0.273

9.470

0.853

Source : PLS-SEM results
Calculation results of loading factor above the average of 0,6. That is, the correlation
between the constructs with variable (loading factor) already meets the convergent validity.

T value obtained for each loading factor of variable manifest from latent variable of
organizational commitment more than 1.96 so it can be said that the manifest variables used
in measuring variables organizational commitment meaningful.
Criterion of validity can be seen from the discriminant validity based on the Average
Variance Extracted (AVE). A good construct if it has AVE above 0.50.
Table 5. Average Variance Extracted (AVE) of Latent Variables
Latent Variables
X (Participatory Budgeting)
X1 (Involvement in budget setting)
X2 (Influence on the final budget)
M (Organizational Commitment)
M1 (Affective)
M2 (Continuance)
M3 (Normative)
Y (Performance)

AVE
0.5058
0.8512
0.6505
0.4540
0.7523
0.7136
0.6736
1.0000

Source: PLS-SEM results
Discriminant validity results based on the value of AVE indicate construct of participative
budgeting variable has meet the minimum value for AVE (more than 0.5) its mean a good
construct meanwhile for the organizational commitment obtained AVE less than 0.5.
Composite reliability (CR) is a measure of internal consistency. Demonstrated the
reliability of latent variables (constructs) are formed and its manifest variable, so can form
the appropriate structural model is 0.60. [42]
For all three constructs used as variable obtained CR values above 0.70 as recommended
criteria. So, that all constructs meet the criteria of reliability.
Table 6. Value of Composite Reliability - Latent Variables
Latent Variable
X (Participative Budgeting)
X1 (Involvement in budget setting)
X2 (Influence on the final budget)
M (Organizational Commitment)
M1 (Affective)
M2 (Continuance)
M3 (Normative)
Y (Performance)

Composite
Reliability
0.8319
0.9196
0.8464
0.8802
0.9008
0.8813
0.8604
1.0000

Source: PLS-SEM results
Latent variable of participative budgeting formed by two manifest variables have a value
of CR 0.8319. This means that the latent variable of participative budgeting has high
consistent level. Latent variables of organizational commitment formed by three manifest
variables have a value of CR 0.8802. That is, the latent variable of organizational
commitment has high consistent level. Latent variable of performance formed by one
manifest variables have a value of CR 1.0000. That is, the latent variable of performance has
high consistent level.
R2 value for the model of the effect organizational commitment on the relationship
between participative budgeting and performance obtained 0.360. PLS theory explaining the

value of R2 has a weak effect (0.25), a medium effect (0.5), and a substantial effect (0.75).
[44]
R2 value shows the prediction accuracy of the model [43]. So, the accuracy of the
research model of the effect organizational commitment on the relationship between
participative budgeting and performance 0.360 (medium).
Effect size (f2) shows the contribution of each construct on performance. f2 value can be
interpreted that the predictors of latent variables have small effect (0.020), medium effect
(0.15), and large effect (0.35). [43]
f2 value of participative budgeting obtained at 0.1942 in the medium category and
organizational commitment obtained at 0.0202 in the small category. Thus, the contribution
of participative budgeting on performance is quite strong whereas the contribution of
organizational commitment on performance is low.
Table 7. Effect Size Assessment
Endogenous construct
Participative Budgeting (X)
Organizational Commitment (M)

0.360
0.360

0.196
0.001

0.164
0.359

0.247
0.247

Effect
size
0.1942
0.0202

Source: PLS-SEM results
The first hypothesis testing results show the effect of participative budgeting to
performance indicated by the path coefficient 0.343 with a t value 2.492. t value scores are
greater than t critical (1.960). This result proves the first hypothesis; participative budgeting
has positively significant effect on performance.
Table 8. Significance Tests of The Effect Participative Budgeting on Performance
Path coefficient
0.343

t-value
2.492

t-critical
1.96

Conclusion
Significant

Source: PLS-SEM results
Participative budgeting in this study relates to the involvement of various levels echelon
(II, III, and IV) in Local Government Unit Agencies is seen from the level of participation of
apparatus in budgeting and influence perceived byapparatus at the time of budget preparation.
Based on the research results, the participation level shown by their involvement in the
preparation of programs, activities, and budgets as well as the contribution of apparatus on
more budget reflected by officials were involved in the drafting process on programs,
activities and budgets. While the perceived influence shown by the clarity of the budget
revision, the influence on the final budget, and superior sensitivity at the time of budget
formulation more reflected by the inputs delivered by the apparatus which is reflected in the
final budget.
The results also show that the dimensions of the level of participation in the category
satisfactory and dimensions of the perceived influence in the very high category, but the
dimensions of the perceived influence more reflect the participative budgeting.
This means echelon officials in Local Government Unit Agencies have very high
involvement in the preparation of programs, activities, budget, provide repair, inputs,
received directives to fit with the priority program.

The second hypothesis testing results show the effect of organizational commitment on
performance indicated by the path coefficient 0.117 with a t value 0.889. t value scores is
lower than t critical (1.960). This result proves the second hypothesis; organizational
commitment does not significant effect on performance.
Table 9. Significance Tests of The Effect Organizational Commitment on Performance
Path coefficient
0.117

t-value
0.889

t-critical
1.96

Conclusion
Not significant

Source: PLS-SEM results
Apparatus with high affective commitment will remain with the organization because
they want it. These Apparatus know the organization and bound to remain a member of the
organization in order to achieve organizational goals. Continuance commitment reflects the
strength of the tendency of Apparatus to continue to work because there is no other
alternative.
It can be seen from the answers to the questionnaire, the apparatus persist in Local
Government Unit Agencies because their common vision and mission, preferring Local
Government Unit Agencies where they worked at the time as compared Local Government
Unit Agencies other, apparatus also feel the presence of a bond of high emotion to Local
Government Unit Agencies, so too detrimental to resign from the Local Government Unit
Agencies, unless it is a state that can not be avoided/rejected like to undergo mutations.
Thus, the apparatus that has a high continuance commitment remain in the organization
because the apparatus needed it. The apparatus will remain in the organization because they
will get the money pension,facilities, and seniority not because of the pleasant affective
relationship with the organization.
The third hypothesis testing results show that the effect of organizational commitment on
the relationship between participative budgeting and performance indicated by path
coefficient 0.401 with a t value 2.277. t value scores is greater than t critical (1.960). These
results show that Organizational commitment has positively significant effects on the
relationship between participative budgeting and performance.
Table 10. Significance Tests of The Effect Organizational Commitment on Relationship
Between Participative Budgeting and Performance
Path coefficient
0.401

t-value
2.277

t-critical
1.96

Conclusion
Significant

Source: PLS-SEM results
V. CONCLUSIONS
The results of the three hypotheses tested in this research infer that:
1. Participation in budgeting with the level of participation in the category satisfactory and
dimensions of the perceived influence in the very high category can increase the
performance of Local Government Unit Agencies.
2. Organizational commitment the apparatus of Local Government Unit Agencies with
affective commitment , continuance commitment , and normative commitment is very
high, as not proofed by their high organizational commitment can improve the
performance of Unit Government Local Agencies
3. Organizational commitment the apparatus of Local Government Unit Agencies with
affective commitment, continuance commitment , and normative commitment is very
high, influence the relationship between participative budgeting and performance.

Managerial implications: In order to achieve the organization commitment of apparatus in
accordance with the expected condition (affectivecommitment), the leaders advised not only
give the assignment in accordance with the primary task but it can also give an assignment
outside of the main tasks in the environment of local government unit agencies concerned so
as to further improve the fabric emotional between officials with the organization.
The level of participation in budget formulation can be further enhanced. The Leaders can
be more involve subordinates in terms of the preparation of programs, activities, and budget
so that subordinates assess that they have made a great contribution in the preparation of the
budget.
The Ability of apparatus of local government unit agencies in the preparation of
evaluation report of performance accountability can be further enhanced through training. It
can be gain a better understanding of the things that must be reported in evaluation report of
performance accountability, such as: documents (vision , mission, strategic plan, and the
annual work plan) should be available, compatibility between programs with activities,
establishing performance targets, establishing key performance Indicators, as well as the
utilization of performance information for feedback, refinement and learning for local
government unit agencies.
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Abstract. The large amount of mineral yield in Indonesia has made the mining sector one of the most active
sectors in the stock market. This encourages investors to invest on Indonesia's mining sector. However, there
has been a significant degradation in the return of the mining sector's shares from the value of 48.59% in 2010
to 40.75% in 2015. This research aims to discover whether the world's oil prices, inflation, interest rate, and
Rupiah / US Dollar exchange rate pose an influence, either partially or simultaneously, on the return of the
mining sector's shares. Macroeconomic factors studied in this research are the world's oil prices, inflation,
interest rate, and Rupiah / US Dollar exchange rate which are the variables allegedly influencing the return of
the mining sector's shares. The sample of this research is the secondary data on the closing price of the return
of the mining sector's shares, the world's oil prices (West Texas Intermediate), inflation, interest rate, and
exchange rate in 2010-2015. Multiple linear regressions is the methodology of this research, utilising the SPSS
2.1 programme and including the classic assumption test, hypothesis test (t-test and f-test), regression model
analysis, and the coefficient of determination test (R2). The result shows that the world's oil prices (West Texas
Intermediate) has a significant positive influence on the return of the mining sector's shares while interest and
exchange rates pose a significant negative one. On the other hand, inflation has no significant effect on the
return of the mining sector's shares. Based on the results of this research, in order to anticipate the return of the
mining sector's shares dropping because of the degrading prices of the world's oil, companies are suggested to
suppress production costs to maximize profits and increase the price and return of their shares. Implications
Also, since a high interest rate means the fall of shares return, companies should improve their performance so
that investors are convinced to invest and get a good return from their investment. Finally, to anticipate the fall
of shares return caused by the waning Rupiah / US Dollar exchange rate, companies could try to improve the
quality of their mineral yields so that they can be sold with better prices, gaining maximum profits for the
companies, and attracting investors with high shares return value.
Keywords. World’s oil prices; inflation; interest rate; Rupiah / US Dollar exchange rate; shares return.

I. INTRODUCTION
Indonesia is the largest tin producer to two in the world, copper the fourth largest in the
world, nickel fifth largest in the world, gold and coal eighth-largest in the world, Indonesia
has become one of country important in the field of mining in the world developments that
occurred in the index mining stocks can be shown by changes in the price of shares traded on
the stock exchange.
Mineral yield dominated by the kinds which can be turned into an energy source is the
substitute for the world's oil. This is the reason why the dynamics of the world's oil prices
will be followed by the prices of the mining sector's shares. This is supported further by the
results of a research by Wook and Ratti (2007: 90) which shows a positive correlation
between the world's oil prices and the index of share prices.
Mining companies perform relatively intense international trading activities through the
export of mineral yield. Because of this, a mining company is normally very sensitive
towards exchange rates' fluctuation as this potentially influences its internal condition which,
in turn, could bring risk of loss on the company. The dropping rate of Indonesian Rupiah
could also cause the accumulation of a company's debt and the escalation of production costs.

According to Sunariah (2006:168), a high level of inflation could cause the degrading
profitability of a company which will also reduce the payment of dividend and people's
purchasing capabilities. Conclusively, a high level of inflation correlates negatively with the
economy of the stock market.
Interest rate is the price connecting the present and the future (Mankiw, 2006:231). An
increasing interest rate will cause a reduction of share investment hinted by investors
withdrawing and transferring their shares to savings or deposits (Tandelilin, 2001:90).
Figure 1. Degradation in the return of the mining sector's shares.

Graph Stock Return Mining Sector 2010 – 2015 (Source: Processed Data)
In the same period stock returns mining sector increased from -26.40% to -4.21% in
2014, except in 2015 stock returns declined significantly Yag reached -40.75%.
Based on the above description, the researchers intend to study the influence of the
world's oil prices, inflation, interest rate, and Rupiah / US Dollar exchange rate on the return
of the mining sector's shares. Thus, the title "Analysis of the Influence of the World's Oil
Prices, Inflation, Interest Rate, and Rupiah / US Dollar Exchange Rate on the Return of
Mining Sector's Shares Registered in Indonesia Stock Exchange in 2010 - 2015" was chosen.
II. RESEARCH OBJECTIVES
Based on the issues explained beforehand, the following are the objectives of this research:
1. To determine whether the world's oil prices have any partial influence on the return of the
mining sector's shares registered in Indonesia Stock Exchange in 2010-2015.
2. To determine whether inflation has any partial influence on the return of the mining
sector's shares registered in Indonesia Stock Exchange in 2010-2015.
3. To determine whether interest rate has any partial influence on the return of the mining
sector's shares registered in Indonesia Stock Exchange in 2010-2015.
4. To determine whether Rupiah / US Dollar exchange rate has any partial influence on the
return of the mining sector's shares registered in Indonesia Stock Exchange in 2010-2015.
5. To determine whether the world's oil prices, inflation, interest rate, and Rupiah / US
Dollar exchange rate simultaneously influence the return of the mining sector's shares
registered in Indonesia Stock Exchange in 2010-2015.

III. LITERATURE REVIEW
A. Stock / Share
Stock or share is a valuable document published by a company (issuer) which states that
an investor in possession of said valuable document reserves the right of ownership of the
company's assets (Tandelilin, 2001:110).
B. Shares Return
Return is the profit expected by an investor for the investment he/she has made. The
objective of an investing investor is to maximise the return. Return is one of the factors
motivating investors to invest and is also the reward for an investor's courage in dealing with
the risks of his/her investment (Tandelilin, 2001:121).
C. World's Oil Prices
Witjaksono (2010:134) states that the general rise in oil prices will promote the rise in the
prices of the mining sector's shares and their return. This is because the increase of oil prices
generally promotes the price increase of all mineral yields.
D. Inflation
Inflation is the percentage of the upsurge of prices in a certain year compared to the year
before (Sukirno, 2010:56). According to Nopirin (2000:134), the kinds of inflation based on
its nature are creeping inflation, galloping inflation, and hyper inflation.
E. Interest Rate
According to Boediono (1996:71), interest rate is the price to be paid whenever an
exchange between one Rupiah in the present and one Rupiah in the future takes place. An
abnormal rise in interest rate will bring problems in the business world in the form of the
obligation to pay interest charge. This will surely reduce a company's profits.
F. Exchange Rate
The rupiah exchange rate is the exchange rate of rupiah amount needed to buy one US $
(Sukirno, 2010:120)
IV. METHODOLOGY
From the data obtained, this research is a quantitative one since it refers to the
calculations of data in the form of numbers. The variables of this research include dependent
and independent ones, explained as follows:
1. Dependent variable (Y) is the variable explained or influenced by the independent one.
The dependent variable of this research is the return of the mining sector's shares.
2. Independent variable (X) is the variable not affected by other variables. The independent
variables of this resesarch are the world's oil prices (X1), inflation (X2), interest rate
(X3), and Rupiah / US Dollar exchange rate (X4).
A. Population
Data population of this research consists of 40 mining companies registered in Indonesia
Stock Exchange in 2010-2015.

B. Data Collection Technique
The data of this research is the secondary kind. It was downloaded from the official
website of Indonesia Stock Exchange which is www.idx.co.id, www.bi.go.id, and
www.opec.org.
C. Data Analysis Technique
Research data is analysed by performing the the classic assumption test (consisting of
normality, heteroscedasticity, multicollinearity, and autocorrelation tests), hypothesis test (ttest and f-test), regression model analysis, and the coefficient of determination test (R2).
V. RESULTS
Based on the results of the classic assumption test, the data has satisfied the elements
required, normally distributed, and is free from the issues of heteroscedasticity,
multicollinearity, and autocorrelation. Thus, the analysis can be taken to the next level which
is the multiple linear regressions analysis and hypothesis test.
Table 1.Results of T-test Calculations
Model

Unstandardised Coefficients

B
(Constant)
1.737
World's Oil Prices
.357
Inflation
1.436
1
Interest Rate
-.415
Rupiah / US Dollar -.632
Exchange Rate
Dependent Variable: Shares Return

Std. Error
1.980
.161
.720
.186
.001

Standardised
Coefficients
Beta
.445
.304
-.035
-.297

T

Sig.

.878
2.062
1.995
-2.235
-2.329

.384
.044
.177
.016
.046

The world's oil prices variable has the significance value of 0.044 (< 0.05) and calculatedt value larger than table-t value (2.062 > 1.996). Thus, H0 is rejected. It can be concluded that
there is a significant partial influence between the world's oil prices and shares return.
The inflation variable has the significance value of 0.177 (> 0.05) and calculated-t value
below table-t value (1.995 < 1.996). Thus, H0 is accepted. It can be concluded that there is
not a significant partial influence between inflation and shares return.
The interest rate variable has the significance value of 0.016 (< 0.05) and calculated-t
value below table-t value (-2.235 < 1.996). Thus, H0 is rejected. It can be concluded that
there is a significant partial influence between interest rate and shares return.
The exchange rate variable has the significance value of 0.046 (< 0.05) and calculated-t
value below table-t value (-2.329 < 1.996). Thus, H0 is rejected. It can be concluded that
there is a significant partial influence between Rupiah / US Dollar exchange rate and shares
return.

Table 2. Results of F-test Calculations
Model

Sum of Squares
34.382
Regression
1
Residual
19.522
Total
53.904
Dependent Variable: Shares Return

Df
4
67
71

Mean Square
8.586
.368

F
23.362

Sig.
.004b

Simultaneously, all independent variables have a significant influence on the dependent
variable. This is proven by the value of calculated-f which is larger than the table-f (23.362 >
2.510) and the significance value of 0.004 (< 0.05). Thus, H0 is rejected. It can be concluded
that simultaneously, the world's oil prices, inflation, interest rate, and Rupiah / US Dollar
exchange rate have significant influence on the return of the mining sector's shares.
Table 3.Results of Coefficient of Determination Calculations (R2)
Model

R

R
Adjusted R Std. Error
Square
Square
of the
Estimate
1
.799a .638
.611
.60690
Predictors (Constant): world's oil prices, inflation,
interest rate, and Rupiah / US Dollar exchange rate

Based on the above table, an R2 value of 0.638 (63.8%) was obtained. This shows that the
world's oil prices, inflation, interest rate, and Rupiah / US Dollar exchange rate contribute
63.8% influence on the return of the mining sector's shares. In other words, the variance of
the independent variables in the model explains the 63.8% variance of the dependent
variable. The remaining 36.2% variance is influenced by other factors not included in this
research.
Table 4. Results of Multiple Linear Regressions
Model

Unstandardized
Coefficients
B
Std. Error
(Constant)
1.737
1.980
World's Oil Prices .357
.161
Inflation
1.436
.720
1
Interest Rate
-.415
.186
Rupiah / US Dollar -.632
.001
Exchange Rate
Dependent Variable: Shares Return

Standardized
Coefficients
Beta
.445
.304
-.035
-.297

T

Sig.

.878
2.062
1.995
-2.235
-2.329

.384
.044
.177
.016
.046

From the above data, the obtained regression equation is:
Y = α + b1X1 + b2X2 + b3X3 + b4X4 + c
Y = 1.737 + 0, 357X1 + 1,436X2 - 0,415X3 - 0,632X4
VI. SUMMARY OF RESEARCH RESULTS
Hypothesis World's Oil Prices Statistics Significance value 0.044 (< 0.05) Calculated-T >
Table-T (2.062 > 1.996), Result Influential, Description Most of the mineral yields are
substitute for oil as an energy source. When the price of oil declines, the same thing happens
to the price of the substitute. This brings profits, reduces the request for shares, and thus
reduces the price of the shares. As the price of the shares goes down, the shares return goes
down as well.
Hypothesis Inflation Statistics Significance value 0.177 (> 0.05) Calculated-T < Table-T
(1.995 < 1.996), Result Uninfluential, Description The current level of inflation is still
categorised as normal. The rising price of mineral yields does not reduce the people's buying

capabilities. The request for mineral yields is not influenced by price increases caused by
inflation. This means the price and return of the shares is also not affected.
Hypothesis Interest Rate Statistics Significance value 0.016 (< 0.05) Calculated-T >
Table-T (2.235 > 1,996), Result Influential, Description The high level of interest rate pushes
investor to invest in savings or deposits with lower risks compared to shares. This causes the
accumulation of mining sector's shares with low prices and return.
Hypothesis Rupiah / US Dollar Exchange Rate Statistics Significance value 0.046 (<
0.05) Calculated-T > Table-T (2.329 > 1.996), Result Influential, Description The waning
exchange rate causes the increase in production costs and selling prices. This reduces request,
resulting in the fall of the prices and return of the shares.
Hypothesis World's Oil Prices, Inflation, Interest Rate, and Rupiah / US Dollar Exchange
Statistics Significance value 0.004 (< 0.05) Calculated-F > Table-F (23.362 > 2.510), Result
Influential, Description The fluctuation of the return of the shares is influenced by the prices.
The forming of the prices is influenced by the requests and offers of the investors motivated
by both internal and external factors. The world's oil prices, inflation, interest rate, and
Rupiah / US Dollar exchange rate are external factors.
VII. CONCLUSION
From this research, some conclusions were ascertained, as follows:
1. Partially, the world's oil prices pose a significant influence on the return of the mining
sector's shares registered in Indonesia Stock Exchange in 2010-2015.
2. Partially, inflation does not pose a significant influence on the return of the mining
sector's shares registered in Indonesia Stock Exchange in 2010-2015.
3. Partially, interest rate poses a significant influence on the return of the mining sector's
shares registered in Indonesia Stock Exchange in 2010-2015.
4. Partially, Rupiah / US Dollar exchange rate poses a significant influence on the return of
the mining sector's shares registered in Indonesia Stock Exchange in 2010-2015.
5. Simultaneously, the world's oil prices, inflation, interest rate, and Rupiah / US Dollar
exchange rate pose a significant influence on the return of the mining sector's shares
registered in Indonesia Stock Exchange in 2010-2015.
The results of this research prove that the world's oil prices, inflation, interest rate, and
Rupiah / US Dollar exchange rate pose a significant influence on the return of the mining
sector's shares. This is in accordance with a prior research conducted by Suyanto (2007:99).
Meanwhile, the fact that inflation does not pose a significant influence on the return of the
mining sector's shares also fits the results of a prior research conducted by Sukirno
(2010:172).
Based on the results of this research, in order to anticipate the return of the mining
sector's shares dropping because of the degrading prices of the world's oil, companies are
suggested to suppress production costs to maximise profits and increase the price and return
of their shares
Also, since a high interest rate means the fall of shares return, companies should improve
their performance so that investors are convinced to invest and get a good return from their
investment.
Finally, to anticipate the fall of shares return caused by the waning Rupiah / US Dollar
exchange rate, companies could try to improve the quality of their mineral yields so that they
can be sold with better prices, gaining maximum profits for the companies, and attracting
investors with high shares return value.
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The Impact of Capital Expenditures, Operational Expenditures, Financial
Expenditures, Market to Book Value Ratio, Sales Growth, and Operational
Cash Flowon Working Capital Management of the Telecommunication
Companies Listed in Indonesia Stock Exchange for the Period of 2010 2014
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Abstract. The study was conducted to examine the impact of capital six independent variables comprise of :
Capital Expenditures, Operational Expenditures, Financial Expenditures, Market to Book Value Ratio, sales
growth, Operational Cash Flow, and the impact on Working Capital Management, that include Net Liquidity
Balance and Working Capital Requirement. The object for the study, were telecommunication companies listed
in Indonesian Stock Exchange within the period of 2010-2014, which periodicaly submit report to BEI authority.
Those six listed companies are: PT. Bakrie Telecom Tbk. (BTEL), PT. XL Axiata Tbk. (EXCL), PT. Indosat Tbk.
(ISA), PT. Smartfren Telecom Tbk. (FREN), PT. Telekomunikasi Indonesia Tbk. (TLKM), dan PT. Trikomsel
Oke Tbk. (TRIO).

Keywords. capital expenditures; financial performance; liquidity; capital budgeting; capital structure.

I. INTRODUCTION
In the financial management of the company there are three important strategic decisions,
which establishes the structure of capital, capital budgeting decisions and working capital
management decisions. In almost all telecommunications companies, management of
working capital is very important for management, the portion of current assets is much
larger than the company's other services, so if the value of current assets has decreased, then
the company will experience a disruption in their operations.
II. RESEARCH METHODOLOGY
In this study, methodology and analysis using the model introduced by Shulman and Cox
(1985), which in this model, the net working capital (net working capital) divided into two
components: the working capital requirement and net liquidity balance. This model is
considered as a complete approach in recognizing the working capital, due to a focus on
liquid financial assets and current liabilities. The main problem in this study is need to know
the factors that may impacted to the working capital management of the company. The
measurement of working capital management using the Working Capital Requirements and
Net Liquidity Balance is required for predicting the financial crisis of the company. NLB is a
company's ability to raise and allocate funds. WCR is an evaluation of the management of
working capital (Appuhami, 2008).

1. Capital Expenditure
2. Operational
Expenditures
3. Financial Expenditures
4. Market to Book Value
Ratio
5. Sales Growth
6. Operational Cash F low

Net Liquidity Balance

Working Capital Requirement

Figure 1. Framework

Hypothesis
a.

b.

c.

d.

The hypothesis presented in this study can be formulated as follows:
Capital Expenditures, Operational Expenditures, Financial Expenditures, Market to
Book Value Ratio, sales growth and Operational Cash Flow simultaneously has
significant impact on the Net Liquidity Balance.
Capital Expenditures, Operational Expenditures, Financial Expenditures, Market to
Book Value Ratio, sales growth and Operational Cash Flow is partially has significant
impact on the Net Liquidity Balance.
Capital Expenditures, Operational Expenditures, Financial Expenditures, Market to
Book Value Ratio, sales growth and Operational Cash Flow simultaneously has
significant impact on the Working Capital Requirement.
Capital Expenditures, Operational Expenditures, Financial Expenditures, Market to
Book Value Ratio, sales growth and Operational Cash Flow is partially has significant
impact on the Working Capital Requirement.

III. RESULT OF THE STUDY
Based on the results of classic assumption test, which includes four types of testing, the
normality test, heteroscedasticity, autocorrelation test and test of multikolinieritas, we have
concluded that the data used has meet the requirements of normality test, and the model does
not have heteroskedastisity on the regression, and has no autocorrelation nor multicollinearity
on the models tested.
A. Multiple Linear Regression Analysis
By using SPSS for windows 17:00 we have obtained the results on regression
coefficients, so we have the value of the constanta and the regression coefficients which
revealed on this multiple linear regression equation as follows:
Y1 = 1009,578 - 1281,119 x1 - 282,969 x2 - 1841,398 x3 - 0,446 x4 - 505,709 x5 + 475,405 x6
Y2 = -705,728+ 645,034 x1 + 558,907 x2 + 459,776 x3 + 0,055 x4 + 240,196 x5 - 435,836 x6
B. Determination Coefficient
Using R-Square we have valued the coefficient of determination variables known to
Capital Expenditures, Operational Expenditure, Financial Expenditure, Market to Book Value
Ratio, Sales Growth, Operational Cash Flow which impacted to Net Liquidity Balance

amounted to 55.7%, while the remaining 44.3% has been influenced by other factors that can
not be examined, on the other hand, the Working Capital Requirement has impacted by
independent variables reached by 78.5%, whilst the remaining 21.5% has been influenced by
other factors that can not be examined.
C. Simultaneous Hypothesis Testing
Based on the test results to Net Liquidity Balance we can see that Fvalue reached 4.825
with a significance value of 0.003. This value will be compared to Ftable where the table F for
α = 0.05 with degrees of freedom (6; 23) resulted on Ftable reached to 3.42. Therefore Fvalue
(4.825) is greater than the Ftable (3.42). Since we have define the error rate is 5% (α = 0.05)
so, we decided to accept Ho and rejected Ha. This means that with a 95% confidence level, it
can be concluded that the Capital Expenditures, Operational Expenditure, Financial
Expenditure, Market to Book Value Ratio, Sales Growth and Operational Cash Flow are
simultaneously has a significant impact to the Net Liquidity Balance.
As for the Working Capital Requirement, the above mentioned test results, can be seen
that Fvalue has reached to 14.037 with a significance value of 0.00. With Ftabel amounting to
3.42, then Fvalue (14.037) is greater than the Ftable (3.42) so that with the error rate of 5% (α =
0.05) we decided to accept Ho and rejected Ha. This means that with a 95% confidence level,
it an be concluded that the Capital Expenditures, Operational Expenditure, Financial
Expenditure, Market to Book Value Ratio, Sales Growth and Operational Cash Flow are
simultaneously has significanly affecting to the Working Capital Requirement.
D. Partial Hypothesis Testing
As ttable to the significant level of 5% (two-tailed test) and using the degrees of freedom
(df) of n-2 (30-2 = 28) is 2.04841, so the comparison between tvalue with ttable has show that
only Capital Expenditures has the value larger than ttable while the other variables tvalue
generated less than ttabel. So with the error rate of 5%, we have decided to accept Ho and
reject Ha, which means that Capital Expenditures has partially significant impact on Net
Liquidity Balance.
For Working Capital Requirement, the comparison between tvalue to ttable has show that
only Capital Expenditures, Operational Expenditure and Operational Cash Flow has larger
value than ttabel while the other variables has tvalue less than ttabel. So that with the error rate of
5% we decided to accept Ho and reject Ha, which means that Capital Expenditures,
Operational Expenditure and Operational Cash Flow, has partially significant impact on the
Working Capital Requirement. On the other hand, other independent variables partially has
no significant impact on the Working Capital Requirement.
IV. DISCUSSION
Based on the test results we can see that Capital Expenditures, Operational Expenditures,
Financial Expenditures, Market to Book Value Ratio, Sales Growth and Operational Cash
Flow simultaneously has a significant impact on Working Capital Requirements and
Liquidity Net Balance. This shows that the telecommunications companies in this research,
needs to expand their operation in order to increase the company values.
While the largest impact by those independent variables, are on Working Capital
Requirement that reached 78.5%. It show that Capital Expenditures, Operational
Expenditures, Financial Expenditures, Market to Book Value Ratio, Sales Growth and
Operational Cash Flow has strong relationship with the company's ability to raise and allocate
funds, if compared to the evaluation of the management of working capital.

Partial results of hypothesis testing showed that Net Liquidity Balance has obtained only
one significant impact from Capital Expenditures, but do the opposite direction since the Net
Liquidity Balance has a negative value. Which means, that the increase on Capital
Expenditures will reduce the value of Net Liquidiy Balance.
For Working Capital Requirement we have noted, three independent variables that have a
significant impact, which include: Capital Expenditures, Operational Expenditures and
Operational Cash Flow. From the test results, the Operational Expenditures and Capital
Expenditures have a positive relationship, while the Operational Cash Flow has a negative
relationship.
V. CONCLUSION
Refer to the study that has been discussed earlier, we can conclude that according to
multiple regression analysis, both models for Net Liquidity Balance and Working Capital
Requirement both are simultaneously have impacted signifcantly by independent variables,
while partialy, Net Liquidity Balance only impacted significantly by Capital Expenditures,
while the other variables do not have a significant effect because tvalue< ttable. Furthermore, the
Working Captal Requirement had impacted significant by Capital Expenditures, Operational
Expenditures and Operational Cash Flow.
The impact magnitude from independent variables to Net Liquidity Balance amounted to
55.7%, while the Working Capital Requirement impacted by 78.5%. This means that Capital
Expenditures, Operational Expenditures, Financial Expenditures, Market to Book Value
Ratio, sales growth and Operational Cash Flow are having bigger impact on Working Capital
Management.
The independent variable that has the most impact on Net Liqudity Balance is Capital
Expenditures, while independent variable that has the most impact on Working Captal
Requirement is Operational Expenditures.
Suggestions
As a result of this study, the company's financial management policy reflected on the
implications related to the supervision and control of their working capital and increase the
company's ability to collect and allocate funds. Therefore, the study recommend as follow:
For emiten of listed companies are suggested to increase capital spending, because it
affects the Net Liquidity Balance and Working Capital Requirement of the company, so the
companies may continue to grow and attract investors.
For academics, are suggested to do further study, in different industries. This will help in
the teaching process provides an illustration for the role of Capex, Opex, Finex, Market to
Book Value, Sales Growth and Operating Cash Flow in affecting the policy of companies
working capital management.
For investors, the results of this study will be beneficial as a method of investment
decision tools, through depth analisisis for companies in certain industries that have a policy
of working capital management, to have more aggressive capital spending, where it has the
greatest impact for companies' capitalization in the short term and in the run long.
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Abstract. To get the optimum return, investors need to know the information relating to the implementation of
the investment. It can be predicted by the analysis of financial statements. The financial statements include
information concerning the company's financial development. Variables and ratios that can be obtained from
the financial statements including profit management, liquidity ratios, leverage ratios, activity ratios,
profitability ratios, and firm size. This study aims to analyze the development of the above variables as well as
the effect of each variable and its interaction with stock returns telecommunications company that went public
on the Indonesian Stock Exchange (BEI). This is because the telecommunications company is closely connected
with the additional capital to expand its business. Collecting data in this study using secondary data and
methods of documentation and literature study. Population and sample in this research is the sixth
telecommunications company listed on the Stock Exchange in 2010-2014. The method used is descriptive
quantitative panel data regression analysis using a fixed effect, and hypothesis testing. The results show
simultaneously all variables have a significant effect on stock returns. The coefficient of determination shows
the dependent variable can be explained by the independent variables of 84.99%. Partially liquidity ratios,
activity ratios, profitability ratios and firm size have a significant effect on stock returns. Meanwhile, earnings
management and leverage ratio have no significant effect on stock returns.

Keywords. Earnings Management; Liquidity Ratio; Leverage Ratio; Activity Ratios; Profitability Ratios; Firm
Size; Stock returns.

I. INTRODUCTION
In this globalization era, many companies are faced with increasingly fierce competition
so requires firms to innovate, expand, and other strategies to improve company performance.
Thus, the company requires additional capital to boost its operations. Source of corporate
funding could be through loans or by offering to the public ownership of the company. In this
case, the capital markets are most appropriate. Capital markets act as a link between
companies that need additional capital to investors who have excess funds. Expectations of
investors against investment is to obtain the maximum return. The most frequently traded
instruments in the capital market is stock.
In an attempt to trade in shares, the company can not be separated to improve
performance. Companies that show good financial performance prospects, making its stock
demand by investors that have an impact on rising share prices and will increase the return.
Investors can view the performance of a company by looking at its financial statements.
Investors can compare the intrinsic value of the stock compared to the market price of shares
of the company concerned. Information needed is to know the relationship variables that
cause fluctuations in its share price. Profit is a measure that is extremely important in making
investment decisions and evaluate performance of the company, so that a manager will try to
show that the profit that manages to look healthy financially known as earnings management.

Other parameters in the financial statements that can be used to measure the performance
of the company is a financial ratio. According [17] Sartono (2008:114) Financial ratios
consists of four types of liquidity ratios, solvency or leverage ratio, activity ratio and
profitability ratio. Research on the influence of financial ratios on stock returns has been done
but still there is a difference. In addition to earnings management and financial ratios there
are other factors suspected to affect stock return that is firm size. Firm size describes the size
of a company can be measured by looking at total assets.
For those companies that open (Tbk) that shareholders continue to believe, things should
be done by the company is to improve performance and profit amid stiff competition from the
telecommunications industry. Telecommunications in Indonesia interesting to study because
it has a wide consumer prospects and continue to grow driven by the fanaticism of the people
to the development of technology. Investors who will invest in telecommunications
companies, it will be more difficult to determine which companies will be planted capital.
This study was conducted to see the consistency of previous researchers, moreover, there
are differences in the ratio used, as well as the object of research and thus have different
results. Based on the above background, the researchers took the title "The Effect of Earnings
Management, Liquidity Ratio, Leverage Ratio, Activity Ratios, Profitability Ratios Return on
Equity Firm size in the Telecommunications Company went public on the Stock Exchange
Period 2010-2014.
II. LITERATURE REVIEW AND SCOPE OF RESEARCH
Financial Statement
The financial report is a picture of a company at a certain time (usually indicated in the
accounting cycle), which shows the financial condition of a company that has been achieved
within a certain period. According [21] Tandelilin (2010:23) the financial statements of the
accounting information that describes how large the company's assets, income derived by an
enterprise as well as economic transactions the company has done that could affect the
company's wealth and income.
By looking at a company's financial statements are drawn inside the company's activities
during the period in question. Therefore, the financial statements of the company is the result
of the accounting process that can be used as a measure of corporate performance.
Financial Ratio Analysis
Benefit ratio analysis is not only useful for internal purposes of the company but also for
outsiders are potential investors who want to invest in the company through the capital
market. For company managers, by analyzing the financial ratios will gain information about
the strengths and weaknesses faced by companies in the financial sector, so as to make
important decisions for the company in the future. As for potential investors, financial
reporting is a material consideration whether favorable buying shares of the company
concerned or not.
Type of Financial Ratios
Types of financial ratios that can be used to assess the performance of the management is
very diverse. According [17] Sartono (2008: 114) Financial ratios grouped into four groups,
namely the ratio:


Liquidity ratio

The ratio that illustrates the company's ability to meet short-term financial obligations on
time. The liquidity ratio is represented by the current ratio. CR is showing current liabilities

are guaranteed for repayment by current assets. The higher the ratio of current assets to
current liabilities, the higher the company's ability to cover short-term liabilities [7] (Hidayat,
2010: 120).
CR = (Current assets) / (Current liabilities) × 100% (2.1)


Leverage ratio

The ratio is used to measure how much the company's assets are financed with debt. The
leverage ratio is represented by debt to equity ratio. DER is the ratio of the debt represented
by the ratio between the entire debt, with the company's own capital [13] (Kashmir, 2010:
112).
DER = (Total Debt) / (Equity)


(2.2)

Activity ratios

The ratio indicates the extent to which the company's efficiency in the use of the asset or its
resources to support the activities of companies in which the use of this activity to the fullest
with a view to obtaining a favorable result. The liquidity ratio is represented by total asset
turnover. TAT is an activity ratio that shows how to use the overall effectiveness of the
company assets to create sales and profit [4] (Fahmi, 2012:80).
TAT = Sales / (Total Assets)


(2.3)

Profitability ratios

Ratio to measure the effectiveness of policy and management decisions (financial
performance) as a whole are addressed by the size of the level of benefits (profits) in relation
to sales, assets, capital investment and profits for themselves. Profitability ratios represented
by return on assets.
ROA is a ratio that measures a company's ability to produce the net profit or profit based on a
specific asset level (every single rupiah assets used).
ROA = (Net Profit After Tax) / (Total Assets)

(2.4)

Stocks
[14] Keown et al. (2001: 235) defines the share of "Stocks is a certificate that indicates
ownership in a corporation" So it can be concluded that the stock is paper used as proof of
ownership of companies or equity issued by a company that has particularly benefit in the
form of dividends, capital gains, and benefit non-financial. Companies that want to increase
business capital can issue stock, then sell the shares through a public offering (go public) with
the help of securities firms as underwriters and as a stockbroker.
Shares of the company can be judged from the return (return) received by the
shareholders of the company concerned. Return is one of the factors that motivate investors
to invest and the level of profits financiers for his courage in bearing the risk of the
investments are doing. Investing in addition will make a profit, do not rule out also obtain
damages. Gains / losses are influenced by the ability of investors to analyze the state of the
stock price
Return the total shares represents the difference between profit or loss of current
investment price relative to the price of staple ago (capital gain or loss) plus the percentage of
dividend to share price the previous period (Yield). In this study, researchers only use capital
gain (loss) for representing the stock return.

Earning Management
Earnings management occurs because of an intentional interference management
(managers) in regulating the profits with the aim to benefit himself, using certain decisions in
financial reporting and the preparation of the transaction to modify the financial statements,
thus affecting the results relating to the contract depends on the accounting figures reported.
Patterns and Earnings Management Techniques
According to Scott (1997) in [20] Sulistyanto (2008: 177), the patterns of earnings
management, among others:


Taking A Bath

Taking a bath is done in order to profit in the next period to be higher than it should be. This
is possible because the management of assets and imposes remove some estimates are
coming in the current period.


Income Increasing

Is the company's efforts set the current period profit to be higher than actual earnings.


income Decreasing

The company's efforts set the current period income to be lower than actual earnings.


income Smoothing

An attempt by the company arranged to have the same relative earnings during some periods.
Empirical Model Earning Management
The model used is the model Modified Jones (Jones Modification). This method assumes
that all changes in credit sales in the period of occurrence is the result of earnings
manipulation. This is based on more easily manipulate earnings by changing the recognition
of revenue from credit sales compared with the change of revenue recognition from the sale
of cash.
Stages of discretionary accruals calculation according to Jones modified model can be
done as follows:


Searching Total Accruals (TAC):
(

)

(

)

)(

)

(

)

 Calculating the value of total accruals (TAC)
(

)

(

)

(

)

 Calculating non-discretionary accruals (NDA)
(

)

(

)

(

 Calculating the value of discretionary accruals (DA)
(

)

From the formula (2.8) it can be seen in the absence of earnings management practices,
the amount TA = NDA, or in other words the amount of DA = 0. income increasing

discretionary accrual Engineering indicated by DA positive value, and engineering income
decreasing discretionary accruals indicated by the value of the DA negative.
Firm Size
Firm size is the scale at which can be classified as large and small companies in various
ways, among others: total assets, total sales, total capital, market capitalization, log size, the
value of the stock market, and others. Groupings of companies on the basis of the scale of
operation (large & small) can be used by investors as one of the variables in determining
investment decisions (Siregar and Rahmat Saleh, 2010).
According to [10] Hartono and Jogiyanto (2013: 422) firm size can be proxied by the
logarithm of total assets. The natural logarithm (Ln) is used to refine the assets, the firm size
is formulated as follows:
(

)
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III. RESEARCH METHODOLOGY
Characteristics of the Study
The research method used by writer is a quantitative method and have a goal as
descriptive verification study that is causality. The quantitative method is a method of
research that is based on the philosophy of positivism, is used to examine the population and
the particular sample, the sampling technique is generally done at random, data collection
using research instruments, analysis of quantitative data / statistics with the aim of testing the
hypothesis that has been set.
Descriptive study was be able to explain the characteristics of the variables examined in a
situation. The study also included verification research aimed at finding possible causes of

one or more of the problems studied and to verify the correctness of the data collection and
the results of previous studies.
Operational Variables
Variabel
Earning
Management
(X1)
Liquidity Ratio
(X2)
Leverage
Ratio(X3)
Activity Ratio
(X4)
Profitability
Ratio (X5)
Firm size (X6)
Stock Return
(Y)

Concept
Components accrual managerial engineered by utilizing the freedom and
flexibility in the use of estimates and accounting standards [20] (Sulistyanto,
2008:164)
The ratio indicates the amount of current liabilities guaranteed by the payment of
current assets [7] (Hidayat, 2010:120)
Debt ratios are illustrated by a comparison between the entire debt with the
company's own capital [13] (Kasmir, 2010:112)
The ratio shows the overall effectiveness of the company in using assets to create
sales and profit [4] (Fahmi, 2012:80)
The ratio gives a measure of the profitability of the company because it shows
the effectiveness of management in using assets to generate revenue [13]
(Khasmir, 2010:115)
A scale which can be classified as large and small companies with total assets.
Groupings of companies on the basis of the scale of operation can be used by
investors as one of the variables in determining investment decisions
Stock returns is one of the factors that motivate investors to invest and also a
reward for the courage of investors to bear the risk on its
investments[21](Tandelilin, 2010:102)
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Population and Sample
The population in this study is a publicly traded company and is listed on the Indonesia
Stock Exchange (BEI) in 2010-2014 as many as six companies engaged in the field of
telecommunications, namely PT. Bakrie Telecom Tbk., PT. XL Axiata Tbk., PT. Smartfren
Telecom Tbk., PT. Inovisi Infracom Tbk., PT. Ooredoo Indosat Tbk, and PT. Telekomunikasi
Tbk. This study uses financial statements for 2010-2014 performance. As for the sampling
method used in this research is purposive sampling.
Data Collection
The data used in this research is secondary data panel. Secondary data is needed in this
research are:
a) Annual financial statements audited of telecommunication company that went public on
the Stock Exchange which is used to determine the values of variables and an explanation
for 2010-2014 which includes a cash flow statement, income statement and balance sheet
through the site www.idx.co.id.

b) The value data DA, CR, DER, TAT, ROA and Firm size that has been processed in the
company's annual report that the object of research.
c) Both the telecommunications company's stock price in the annual period for calculating
the value of stock returns.
d) Previous research that supports this research, can take the form of journals, thesis, essay
or article.
e) Books that support this research.
While the method of data collection by the author in this study is the Documentation and
Library Studies
Technical Analysis Data
Data analysis technique of this research is quantitative analysis using descriptive
statistical calculation technique. The analytical method used in this research is panel data
regression model. Data processing techniques carried out with the help of computer
technology is Microsoft Excel and use the application program eviews version 8 and SPSS
version 22.
IV. DISCUSSION
The Growth of Each Variable


The growth of Earning Management Period 2010-2014

DA which is positive due to increasing income and DA technique is negative due to the
technique of decreasing income. It can be concluded that the telecommunications companies
tend to use techniques Decreasing Income, which the company considers to be pessimistic
about the profit earned in the future. So do earnings management to shift income of the
current period to the next.


The growth of Liquidity Ratio Period 2010-2014

The increase in CR due to the increase in cash and cash equivalents which also resulted in an
increase in current assets is greater than the sum of short-term debt. While the decline in CR
due to declining cash, supplies or increase in current liabilities of the company.


The growth of Leverage Ratio Period 2010-2014

The increase in total debt due DER larger than the company's capital, which means the
company uses debt to finance activities is quite high. These debts are used to support longterm growth of the company to generate profit. While declining DER shows that the company
is better in the provision of funds and the use of short-term debt and long term.


The growth of Activity Ratio Period 2010-2014

Improved TAT because the company better utilize its assets in increasing sales, higher sales
are influenced by consumer demand or an increase in the selling price. While decreasing
TAT caused by the rate of increase of operational costs so the company is required to
increase its sales / reduce unproductive assets.


The growth of Profitability Ratio Period 2010-2014

ROA increase in value due to the increase in net income from increased sales and an increase
in total assets. The decline in ROA or minus worth due to some companies experiencing
losses or experiencing operating expenses are higher than income earned.



The growth of Firm Size Period 2011-2014

The average value of firm size telecom companies has increased every year this is due to
increasing the amount of assets in each company.


The growth of Stock Return Period 2010-2014

Rise and fall of the stock return is caused by the movement of the stock price. The highest
value of stock returns in 2010 as the average price of the company's shares are high enough
means companies can benefit shareholders. While the value of the lowest stock returns in
2013 due to unfavorable economic conditions, falling demand for goods / services, the
number of shares sold and the rupiah exchange rate would trigger a fall in stock prices which
result in low return stock.
Descriptive Statistic
Table 1. Statistic Descriptive
Periode
Mean
Median
Max
Min
Range
St.dev

DA
-0,00000
-0,00273
0,09662
-0,11672
0,21334
0,04632

CR
0,70908
0,53127
2,40361
0,02513
2,37848
0,57594

DER
-0,24817
1,32617
4,52656
-38,52513
43,05169
7,80066

TAT
0,38091
0,37124
0,69268
0,07761
0,61507
0,20124

ROA
-0,01372
0,01545
0,16488
-0,37837
0,54325
0,16304

SIZE
30,71363
30,93612
32,58559
27,74651
4,83908
1,28148

Rt
0,54019
0,02315
14,6875
-0,92126
15,60876
2,71994

Result of Research
Testing Model
Chow Test
Chow test (likelihood ratio) is enabled to determine whether the panel data to be
processed should be estimated using the common / pooled effect or fixed effect. Summary of
test results are presented in the following table:
Table 2. Fixed Effect Test
Redundant Fixed Effects Tests
Pool: INTAN10FIX
Test cross-section fixed effects
Effects Test

Statistic

d.f.

Prob.

Cross-section F
Cross-section Chi-square

4.598583
24.809180

(5,17)
5

0.0078
0.0002

In the table above, it can be seen prob-Chi-Square cross section of 0.0002 and less than
the significance level of 5%, indicating that the value prob (p-value)> 0.05 so that the
decision of the chow test results is to reject H0 with In other words the fixed effect model is
better used than commont effect.
Hausman Test
Hausman test is done to determine the type of model used in panel data regression
whether it is better to use random effects or fixed effect. In this research, random effect
model can not be used because the number of companies (cross section) with a number of
independent variables have the same number of 6, while the random effect can only be used
when the amount of data cross section more than the number of independent variables [23]
(Winarno: 2015 , 9:17).

Panel Data Regression Equations
Panel data regression equation for this study are as follows:
Where:
Y
X1
X2
X3
X4
X5
X6

: Stock Price
: Earnings management is proxied by discretionary accruals (DA)
: The liquidity ratio is proxied by the current ratio (CR)
: The leverage ratio is proxied by debt to equity ratio (DER)
: ratio of activity proxied by total asset turnover (TAT)
: Profitability ratios are proxied by return on assets (ROA)
: Firm size proxied by size

Hypothesis Testing
1. F Test (Simultaneous)
F test was conducted to test whether the independent variables jointly affect the
dependent variable. Significance level (α) which is used by 5%.
Fcount 8.748899> of the value of Ftable (2.549) and is the rejection region of H0, then
the 95% significance level was decided to reject H0 and accept Ha. The results showed that
simultaneous profit management, liquidity ratios, leverage ratios, activity ratios, profitability
ratios and firm size simultaneously significant effect on stock returns.
2. T Test (Partial)
The t test shows how far the influence of the independent variables individually in
explaining the variation of the dependent variable is the stock return whether significant or
not
a. Hypothesis I (Effect on Stock Return and Earning Management)
tcount amounted to 0.155058 no reception area H01, then with a significance level of 95%
decided to accept the H01. The results show that earnings management has no significant
effect on stock returns.
b. Hypothesis II (Effect on Stock Return and Liquidity Ratio)
tcount of -3.920762 no rejection region H02, then with a 95% level of significance was
decided to reject H02 and receive Ha2. The results showed that the liquidity ratio has a
significant effect on stock returns.
c. Hypothesis III (Effect on Stock Return and Leverage Ratio)
tcount amounted to 2.032077 no reception area H03, then with a significance level of 95%
decided to accept and reject H03 HA3. These results show that a leverage ratio does not
have a significant effect on stock returns.
d. Hypothesis IV (Effect on Stock Return and Activity Ratio)
tcount of -2.539797 no rejection region H04, then with a 95% level of significance was
decided to reject H04. The results showed that the TAT has a significant effect on stock
returns.
e. Hypothesis V (Effect on Stock Return and Profitability Ratio)

tcount amounted to 3.186071 there are areas rejection H05, then with a 95% level of
significance was decided to reject H05 and receive HA5. The results showed that the
profitability ratios have a significant impact on stock returns.
f. Hypothesis VI (Effect on Stock Return and Firm Size)
tcount of -3.355402 no rejection region H06, then with a 95% level of significance was
decided to reject H06 and receive Ha6. The results show that firm size has a significant
effect on stock returns.
Determination Coefficient
R-squared value obtained is equal to 0.8498740. The results show that earnings
management, liquidity ratios, leverage ratios, activity ratios, profitability ratios and firm size
simultaneously giving the effect of 84.99% on stock returns, while the remaining 15.01% is
the influence of other factors or variables not investigated.
V. SUMMARY
Based on the analysis and discussion that has been done in the previous chapter, it can be
concluded as follows:
1. The development of earnings management, liquidity ratios, leverage ratios, activity ratios,
profitability ratios, firm size, and the telecommunications company stock returns during
the 2010-2014 period are translated as follows:
a. The development of earnings management proxied by discretioner accruals (DA)
during the study period is positive and negative.
b. The development of liquidity ratios, leverage ratios, activity ratios, profitability ratios
and stock returns fluctuated over the study period.
c. The development firm size over the study period has increased from year to year.
2. Effect of earnings management, liquidity ratios, leverage ratios, activity ratios,
profitability ratios and firm size to return stock at the telecommunications company has a
significant influence on stock returns period 2010-2014.
3. The results of the partial hypothesis testing by t-test is as follows:
a. Earnings management does not have a significant effect on stock returns
telecommunication companies 2010-2014.
b. The liquidity ratio has a significant influence in a negative direction to return stock
telecommunications company 2010-2014.
c. The leverage ratio does not have a significant effect on stock returns
telecommunication companies 2010-2014.
d. Activity ratio has significant influence in a negative direction to return stock
telecommunications company 2010-2014.
e. Profitability ratios have significant influence with a positive direction to return stock
telecommunications company 2010-2014.
f. Firm Size has a significant influence in a negative direction to return stock
telecommunications company 2010-2014.
VI. SUGGESTION
Based on the conclusion of the study, the advice given is:
1. For Investor
It is advisable for investors who invest in the more expensive telecom companies mainly
fundamental factors, such as liquidity ratio, activity ratios, profitability ratios and firm size

because this research have a proven ability in predicting the ability of return the results of
investing in stocks. In addition, investors should not only pay attention to internal factors
of the company, but also macro-factors such as interest rates, inflation, economic factors,
and the exchange rate.
2. For Academics
a. This study still has limitations earnings management and financial ratios because only
four ratios use ie CR, DER, TAT, the ROE and firm size. Therefore, to study further
recommended to add other financial ratios as well as other factors besides financial ratios.
b. The period used in this study is limited to companies that went public on the Stock
Exchange in the year 2010-2014, for further research is recommended to add the study
period taking into account the economic conditions and the time span of the study.
c. The object of research is a telecommunications company listed on the Stock Exchange of
only six companies so it is advisable to take samples by an amount more or differently to
get maximum results.
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Abstract. This study examined about the effect of inflation, interest rates, exchange rates, return on assets
(ROA), and the debt ratio (DER) on stock returns. The object of this study is the telecommunication subsector
companies listed in Indonesia Stock Exchange 2011-2015 period. The sampling technique used is
nonprobability sampling with four companies as the sample, they are, PT Telekomunikasi Indonesia, PT
Indosat, PT XL, and PT Smartfren. Method used in this research is panel data regression method. The results
from this study is simultaneously variable inflation, interest rates, exchange rates, return on assets (ROA), and
the debt ratio (DER) had no significant effect on stock returns. Similarly, partially, variable inflation, interest
rates, exchange rates, return on assets (ROA), and the debt ratio (DER) had no significant effect on stock.

Keywords. stock returns; telecommunication subsector; macroeconomics; return on asset; debt ratio.

I. INTRODUCTION
Capital market is a market that provides expenditure resources with a relatively long
period of time, which invested in capital to create and multiply the means of production and
ultimately boost the economic activity [10].
Investments in financial assets can be in the form of direct investment and indirect
investment. Direct investment is done by directly buying financial assets of a company either
through intermediaries or by any other means. Meanwhile, indirect investment is done by
buying shares of the investment company that has a portfolio of financial assets from other
companies [5].
The investment advantages in the telecommunications sector have attracted several
foreign investors through direct investment. One of them is Singapore who is willing to
invest related to the provision of integrated communication line [1]. In addition to Singapore,
Malaysia also participating in the investment through PT XL Axiata that was ranked first in
investment of foreign funds flow in Indonesia Stock Exchange in 2015 [13]. Besides
Singapore, the UK also intends to invest in the telecommunications sector worth of USD 1.14
million which have received principle license from BKPM in early January 2016 in the field
of wireless telecommunications business [11].
Although the condition of telecommunications subsector is very good, however, the
income of the four major players in the field has a different pattern. Based on the financial
statements of the company, PT Telekomunikasi Indonesia (Telkom) had rising revenues from
2011-2015. PT Telkom's revenue in 2015 is amounted to 102.4 trillion rupiah. PT Indosat's
revenue increased in 2012, then declined in 2014 is amounted to 19.4 trillion rupiah, in 2015
the company succeed to raise the revenue to 26.4 trillion. PT XL experienced increasing
revenue continuously until 2014 reached 23.4 trillion, but declined in 2015 to 22.8 trillion. PT
Smartfren is a company that has the lowest income than any other company. Nevertheless the
company has actually experienced increasing revenue every year, the revenue of PT
Smartfren in 2015 is amounted to 3 trillion rupiah.

Director of the Institute for Development of Economics and Finance (INDEF), Sri Hartati
revealed that Indonesia's economic growth in the quarter II / 2015 is slower. The growh in
real sector industries including food and beverages was declined, while the tremendously
growing industry is the telecommunications industry [3]. According to economist Hendri
Saparini, the telecommunications industry is currently in need of long-term solutions. This
solution is needed because the telecommunications industry sector still grew more than 9%
[16].
Investment in the telecommunications sector had a positive impact on economic growth
so that investment and economic growth in the area is always proportional. The greater the
investment is, the greater the economic growth of the region. Meanwhile the smaller the
investment, the less the economic growth of the region [6].
The main objective of an investor doing an investation is to get return. Return is the total
return of an investment in a given period. In making investments, other than obtaining stock
returns in the form of dividends and capital gains, investors also have a variety of risks such
as capital loss and liquidation. To avoid the risk of substantial losses, investors should be able
to analyze the condition of the company. The analysis process can be done by analyzing the
company's internal conditions or external conditions. One of company's internal conditions is
the financial condition of companies that can be analyzed using financial ratio including
profitability ratio and funding decision ratios [5]
Profitability ratios are used to determine the company's ability to generate profit. One way
to measure the profitability ratios is by using Return on Asstes (ROA). Funding decision ratio
is a ratio used to determine a company's ability to pay its long term debts. How to measure
the funding decisions ratio is by Debt Ratio (DER) [8].
Meanwhile, to analyze the external conditions of a company can be done by analyzing the
macroeconomic factors such as considering the inflation rate, interest rate, and exchange rate.
Based on the data from Bank Indonesia, the highest inflation rate was recorded in August
2013 by 8.79%. The lowest inflation was recorded in 2012, with a value of 3.56% in
February. While the average rate of inflation in 2014 and 2015 is the same, which is 6.4%.
The condition of rupiah exchange rate against the USD in 2011 to 2015 was fluctuated but
tends to increased. Meanwhile, the interest rate also experience an increase and decrease, but
not significant during the years 2011 to 2015.
Research conducted by Nidianti obtained results that partially, ROA has no significant
effect on stock return, DER, interest rates and inflation have a significant effect on stock
returns. While simultaneously, ROA, DER, interest rates and inflation have a significant
effect on stock returns of food and beverage company at the Indonesia Stock Exchange [12].
The study in 2012 conducted by Zohaib Khan et al receive a result that interest rates and
inflation does not significantly influence stock return, while the exchange rate has a
significant value on stock returns [9].
The purpose of this study was to determine the effect of inflation, interest rates, exchange
rates, return on assets (ROA), and the debt ratio (DER) on stock returns simultaneously and
partially.
II. LITERATURE REVIEW
I. Inflation:
Inflation is a tendency of increasing general goods‘ price continuously, which are caused
by the money supply are too many compared to the goods and services provided [4]. The type
of inflation is :
1. Low inflation

Low inflation is inflation that occur less than 10 percent per year
2. Medium inflation
Medium inflation is inflation that occur between 10 percent until 30 percent per year
3. High inflation
High inflation is inflation that occur between 30 percent until 100 percent per year
4. Hiperinflation
Hiperinflation is the highest type of inflation that occur more than 100 percent per year
II. Exchange rate:
The currency exchange rate is the price of one foreign currency unit in domestic currency
or it can also be said as the price of domestic currency against foreign currencies [4].
Factors that effect the demand of exchange rate :
1. Import payment
Higher import of products and service will increasing the demand of foreign currency, it
makes the exchange rate going weak.
2. Capital outflow
Greater capital outflow, make the demand of foreign currency higher and will weaken the
exchange rate
3. Speculation
More speculative of foreign currency by the speculators, the demand of foreign currency
will raise and then weaken the exchange rate of the domestic currency against foreign
currencies.
Factor that effect the supply of exchange rate :
1. Percentage of export
The greater volume of a percentage of exports of products and services, the greater
amount of foreign exchange that is owned by a state which in turn will drive the exchange
rate higher.
2. Capital inflow
The greater inflows into a country, the exchange rate tends to strengthen.
III. Interest Rate:
Bank interest can be defined as remuneration given by the bank based on the conventional
principles to customers who buy or sell its products. Interest can also be interpreted as a price
to be paid to customers (who have deposits) and to be paid by customer to the bank (customer
who obtained a loan) [7].
Factor that effect interest rate are :
1. Funding requirements
If banks are short of funds, while increasing loan application, it is done by the bank
before the funds are quickly met by increasing deposit rates. The increase in deposit rates
will automatically increase lending. However, if the funds are deposits much while saving
a little request, then the savings rate will go down.
2. Competition
In the fight of deposits, the most important thing for bank are watching the competitors. If
the interest savings average is 16 % and the bank need quick fund, the bank should raise
the deposit interest above the interest of competitors. However, contrary to the loan
interest rate must be below competitors.
3. Government policy
Interest savings and loan interest rate must not exceed a predefined
4. Target of the desired profit

5.

6.
7.

8.

9.

If the desired profits is large, tokk a large loan interest
Time period
The longer the loan term, the higher interest. This is due to the magnitude of potential
future risk. Conversely, if a short-term loan, the interest is relativity lower
Quality of assurance
More liquid guarantees given, the lower credit interest is charged, and vice versa.
The company‘s reputation
The reliability of the company that will earn credits largely determine the interest rate to
be charged the company a bonafide possibility of relatively small risk of bad loans.
Competitive product
For product that are competitive, interest loans is relatively low when compared to
products which are less competitive
Guarantee of a third party
If the parties to guarantee is bonafide, both in terms of ability to pay, as well as loyalty to
the good name of the bank, the interest charged is different.

IV. Profitability Ratio:
Profitability ratios are used to determine relatively, whether the benefit generated is sufficient
compared to the assets invested. Profitability ratio used in this research is the return ration of
assets or Return on Assets (ROA) [7]. The return of the assets determine the amount of net
revenue generated from the company‘s assets by connecting the net income to the total assets.
ROA formula is:
(1)
V. Funding Decision Ratio
This ratio is used to determine the source of corporate funding, whether the assets financing
is by debt, or by stockholders‘ equity. The funding decision ratio used in this research is Debt
Ratio / DER [8]. Debt ratio shows how much debt used to finance the corporate assets. This
ratio formula is:
(2)
VI. Stock Return
Returnis the overall return of an investment in a given period. Return consists of capital gain
(loss) and dividends [5]. The formula of stock return is:
Stock return =
(3)
Return divided by capital gain (loss) and yield :
1. Capital gain (loss)
Capital gain (loss) is the difference of the price of current investment relative to the price
of last period.
2. Yield
Yield is the percentage of cash receipts periodically the investment price of a certain
period of an investment.
VII.

Theoretical Framework

In investing, the investors have several risks including capital loss and the possibility of
the company being liquidated. To avoid the risks, before investing, the investors should
conduct an analysis of the company. The analysis can be done both using macroeconomic
analysis and fundamental analysis. Macroeconomic analysis can be done by analyzing the

rate of inflation, interest rate, and exchange rate. While fundamental analysis can be done
using some financial ratios such as Return on Assets and Debt Ratio.
Inflation is the increasing trend of the prices for goods generally in continuous basis,
which is caused by the money supply too much compared to the goods and services provided.
Currency exchange rate (exchange rate) is the price of one unit of foreign currency in the
domestic currency or it can also be said as the price of domestic currency against foreign
currency. Bank interest can be defined as remuneration given by the bank based on the
conventional principles to customers who buy or sell products. The interest can also be
interpreted as a price to be paid to customers (who have deposits) against the price to be paid
by the customers to the bank (the customers who obtained a loan).
Return on Assets (ROA) is a ratio used to measure the effectiveness of the company in
generating profits. While Debt Ratio (DER) is a ratio between the debt and its own capital.
From the theoretical explanation, the framework formed is as follows:

Inflation
Interest
rate
Exchange rate

Partial
Simultan
Stock
Return

ROA
DER

Figure 1 Theoretical Framework
The hypothesis in this study is that there is a significant difference between inflation,
interest rate, exchange rate, ROA, and DER on stock return.
III. METHODOLOGY
Variables used in this research including dependent variable, which is stock return, and
the independent variables which are inflation, interest rates, exchange rates, ROA, and DER.
Samples of this study is all telecommunications subsector companies listed on the Indonesian
stock exchange year 2011-2015. This study uses secondary data obtained from the website of
the Indonesian stock exchange, the company's financial statements, as well as
www.finance.yahoo.comto get stock prices.
The sampling technique used is purposive sampling with the criteria
(1) telecommunications subsector company listed on the Indonesia Stock Exchange,
(2) have a complete financial statements.
Based on the criteria, then chosen 4 companies which are PT Telekomunikasi Indonesia,
PT Indosat, PT XL, and PT Smartfren.

The method used in this research is panel data regression analysis. Panel data is a data set
that contains individual data sample (households, companies, country/city, etc) at a specific
time period. The data panel have robust nature of some types of Gauss Markov‘s violations
assumptions, ie heteroskedasticity and normality. In addition, with certain treatments such
data structures can be expected to provide more information (high informational content) [2].
Statistical analysis used is regression analysis of panel data using Eviews7.0. The test
used is the model specification testing and hypothesis testing. Specification testing used is
chow test. Chow test is a statistic test which becomes the basis of consideration of common
effect or fixed effect model selection. Hypothesis testing conducted is F test and T test. F test
is used to determine the effect simultaneously, and T test is used to determine the effect
partially.
IV. RESULT AND DISCUSSIONS
Model Specification Testing
Table 1 Chow Test

Based on the results of Chow test, the value of Chi Square Prob is 0.3633, which means
higher than 0.05. Based on these values, it can be concluded that the right model for the study
is common effect.
Hypothesis Testing
Based on Chow test that has been done, the regression testing in this study uses common
effect model. The results of the test are in table 2 and table 3 below
Table 2 Common Effect Model, F Test

Based on Table 2, there is coefficient of determination R Square of 0.4901. It means that
49.01% of the independent variables (inflation, interest rate, exchange rate, ROA, and DER)
affects the dependent variable (stock return). The rest of 50.99% is explained by other
variables that are not examined in this study.
Based on Table 2, it can be seen that the value of F-statistic is 2.69. This value is greater
than the significance level of 0.05 so that it can be concluded that variables of inflation,
interest rate, exchange rate, ROA, and DER have no effect on stock returns of
telecommunication subsector companies listed in Indonesia Stock Exchange in the period of
2011 – 2015.

Table 3 Common Effect Model, T Test

1. The Effect of Inflation on Stock Returns
Based on table 3, variable of inflation has Prob. value (P-value) of 0.5232, which means
exceeding the significance level of 0.05 so that variable of inflation has no effect on stock
return. The condition of inflation in Indonesia from 2011 to 2015 is likely to increase
despite fluctuations from year to year. Inflation causes the weakening purchasing power
of consumers, but the stock returns of telecommunication subsector companies are not
affected by the size of inflation occurred in Indonesia. These results are similar to the
study conducted by Zohaib Khan and his colleagues in 2012 where inflation has no effect
on stock returns.
2. The Effect of Interest Rate on Stock Returns
Based on the results of the T-test, Prob. Value (P-value) for the variable of interest rate is
0.1179. This value is greater than 0.05 so variable of interest rate has no effect on stock
returns. If the interest rates increases, people tend to save rather than invest in the stock
market, because the risks of saving is smaller than the risks of investing in shares.
However, it does not correspond with the results of this study in which the interest rate
does not affect the rate of stock return in the telecommunications subsector. The results of
this study contradict the research conducted by Purnomo in 2012. Research conducted by
Purnomo came to the conclusion that the interest rate affects the stock returns.
3. The Effect of Exchange Rate on Stock Returns
The results of T test to variable of Exchange rate obtain Prob. value (P-value) of 0.3946.
As the value is greater than 0.05, so that there is no significant effect partially between the
exchange rate and stock returns.This result is contrary to the research conducted by Utami
and his colleagues in 2015. Research conducted by Utami provides results that exchange
rate has a significant effect on stock returns. The exchange rate in Indonesia itself is not
too volatile, but it tends to rise.
4. The Effect of ROA on Stock Returns
Based on the results of T test, the value obtained by ROA is 0.0770. This value is greater
than the specified significance level of 0.05. In theory, the higher the ROA, the better the
performance of the company assessed because the company can use the assets optimally.
However, in this study ROA has no significant effect. These results differ from the results
of research conducted by Nurhakim in 2016. Research conducted by Nurhakim shows
that ROA has significant effect on stock returns.

5. The Effect of DER on Stock Returns
Based on the results of T test, DER variable has Prob. value (P-value) of 0.8522. This
value is greater than the significance level of 0.05 so that H0 is accepted. It can be
concluded that in partial, DER variable has no effect on stock returns. These results
contradict the results of research conducted by Nidianti in 2013. In the research by
Nidianti, DER has a significant effect on stock returns.
V. CONCLUSION
This study investigated the impact of inflation, interest rate, exchange rate, ROA, and
DER on stock return of telecommunication subsector year 2011-2015. Result of the panel
data regression are :
Simultaneously, variable of inflation, interest rate, exchange rate, ROA and DER has no
significant effect on stock return.
Partially, inflation has no significant result on stock return. Interest rate has no significant
effect on stock return. Exchange rate has no significant effect on stock return. ROA has no
significant effect on stock return, and DER has no significant effect on stock return.
Based on these conclusions, investors should not analyze the variables of inflation,
interest rates, exchange rates, ROA, and DER when are about to invest even though the result
on the telecommunications sub-sector is not significant. Investor should look for other factor
that maybe can influence the stock return before decided to invest.
The recommendation for further research are use more variable to get the effect of
variable on stock return. Next researchers can use another year or added the year that use for
research.
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Tax Aggressiveness, Profitability, and Social Responsibility Disclosure:
Evidence from Indonesia
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School of Economics and Business, Telkom University, Bandung, Indonesia

Abstract. This study examines whether tax aggressiveness and profitability affect social responsibility
disclosure. Using firms listed in the Indonesia Stock Exchange, the result provides evidence that firms with
higher tax aggressiveness have lower social responsibility disclosure. Further, the result shows that in the lower
profitable firms, the higher tax aggressiveness associated with the lower social responsibility disclosure. This
result indicates that lower profitable firms are more likely to undertake aggressive tax avoidance to generate
tax saving and less interested in being socially responsible.
Keywords. tax aggressiveness; profitability; social responsibility disclosure.

I. INTRODUCTION
Shareholders expect the company could make a profit growing from year to year, because
the profit is a reflection of the wealth of shareholders. One way that can be used by the
company to meet the expectations of shareholders is to do tax planning. Tax planning can be
done by utilizing the tax incentives given by the government. Tax planning is used to
maximize the tax advantage by avoiding excess tax expense in the current year.
One way to avoid taxes is to take advantage of tax incentives related to the cost of social
responsibility. The Indonesian Government through the Directorate General of Taxation
issued regulation no. 93 year 2010. The government provides tax incentives based on these
regulations to allow expenditures of corporate social responsibility (CSR) is embodied in the
national disaster response donation, research and development donation, educational facility
donation, sports fostering donation, construction and social infrastructure costs deductible
from gross income, so that the obligations of social responsibility does not further burden the
company. The regulation is made so that the social responsibility activities in line with the
government program is to improve the quality of community life but sometimes companies
do social responsibility activities just to make a positive contribution to the reputation of a
company that is part of the company‘s marketing program.
The company‘s policy related to social responsibility program is highly dependent on the
policy of the top management team. If the leader‘s policy is for the cost efficiency, so that
social responsibility activities performed only to fulfill the rules. The management that has
short term orientation will reduce the costs that are considered irrelevant as social
responsibility costs because these costs are not directly related to revenue generation.
Firms may compensate managers for aggressive tax reporting for various reasons, the
most obvious of which is the tax savings associated with tax planning activities [1]. These tax
savings often increase after-tax cash flows, book income, net assets, and more generally,
financial slack – attributes that typically have a positive impact on firm value [1]. In addition,
firms may also compensate managers for aggressive tax reporting to reward risk-taking
behaviors, which managers may otherwise avoid [1-2].
Corporate tax aggressiveness has increased considerably over the past 20 years, and such
aggressiveness has a significant negative impact on society as it severely affects the
government‘s ability to provide public good [3]. This study investigates the effect of tax
aggressiveness and profitability on social responsibility disclosure among public firms in
Indonesia. This study considers tax aggressiveness as tax planning practices that do not
violate income tax rules.

This study is important to do for several reasons. First, the empirical evidence to explain
whether and how tax aggressiveness (TAG) and profitability affect social responsibility
disclosure (SRD) are still rare. Second, studies on that topic seem to show mixed result. Lanis
and Richardson [3] find a positive association between tax aggressiveness and social
responsibility disclosure, so the result supports legitimacy theory that in line with risk
management perspective. Hoi et al. [4] find a negative association between aggressive tax
avoidance practices and responsible CSR activities, so the result supports corporate culture
perspective.
Using 674 firm-year observations, this study finds that in general, firms with higher tax
aggressiveness report lower social responsibility disclosure. Further test indicates that in the
lower profitable firms, the higher tax aggressiveness associated with the lower social
responsibility disclosure. Overall, findingsfrom this study indicate that corporate culture is an
important factor affecting many corporate policies.
This study has several important contributions. This study contributes to the accounting
and management literature by providing evidence on the effect tax aggressiveness on social
responsibility disclosure and how firm profitability influences the association between the
two variables. This study provides insight to investors that public firms in Indonesia
implement social responsibility only for obey the rules so there is still lack of awareness to
implement social responsibility activities. This study gives information to government that
tax incentives not only attract foreign investors but also provide opportunity to avoid tax that
could decrease government revenue. The government also needs to make more effective
policies to stimulate corporate social responsibility activities.
The next section of this paper presents the theoretical basis which is used to explain the
relationship of tax aggressiveness, profitability, and social responsibility disclosure. This is
followed by discussions of the research design and empirical results. Finally, the paper
concludes with a discussion of the major ﬁndings, contributions, limitations and suggestions
for future research.
II. LITERATURE REVIEW
A. The Risk Management Perspective on TAG and SRD
There is an emerging trend among academics and in the popular press focusing on risk
management implications of CSR activities because CSR is best seen as the avoidance of
damages to the company‘s reputation from negative events that can arise inadvertently and
unexpectedly, such as oil spills [4]. According to the risk management argument, a firm could
serve the interests of its shareholders by managing its positive CSR reputation which can
potentially mitigate the risk associated with negative corporate events [4]. A positive CSR
reputation is particularly important when negative corporate events occur because it provides
some degree of insurance protection [4-5].
CSR disclosure denotes not only as an outcome of and part of reputation risk management
processes [6], but also enhances the corporate reputation by showing to society via CSR
disclosure that corporate is complying and managing the environmental, social and ethical
aspects of its existence [3]. There is also an evidence in support of the risk management
argument suggests that increasing social responsible activities can enhance a firm‘s positive
CSR reputation that provides some degree of insurance protection against the risk of market,
political, regulatory and social sanctions when negative corporate events occur [7].
Aggressive tax avoidance practices might result in significant negative sanctions and
judgments toward firms because they are costly to society and likely resemble opportunistic
behavior contrary to societal interests [4]. Furthermore, firms could either reduce

irresponsible CSR activities or increase responsible CSR activities to build up the firm‘s
positive CSR reputation so as to mitigate the risk of severe sanctions when negative events
occur, specifically their CSR reputation to lessen the severity of potential negative sanctions
associated with undertaking aggressive tax avoidance activities [4]. Accordingly, the risk
management perspective suggests that if negative events could damage company‘s
reputation, then tax aggressiveness and social responsibility disclosure are likely to be
positively related.
B. The Corporate Culture Perspective on TAG and SRD
Hambrick and Mason [8] vieworganizational outcomes as reflections of the values and
cognitive bases of powerful actors in the organization, referring to the chief executive officer
(CEO) and the top level executives or top management team. Corporate culture could be
viewed as a set of shared beliefs within the firm about the ―right‖ corporate behavior, or the
―optimal‖ course of action, or a set of conventions of doing business [9-10; 4). In addition,
some researchers argue that corporate culture reduces agency problems because it produces
shared beliefs and/or conventions of business practices that persist over time [11; 4].
Although the payment of tax is a fundamental way corporations engage with society, it is
seldom classified as a significant CSR activity [4]. Aggressive tax avoidance practices are
often regarded by some of society‘s arbiters as irresponsible, unethical and even unpatriotic
[4].Moreover,aggressive tax avoidance practices can be viewed as an opportunistic behavior
whereby the firmis exploiting the implicit contract between the firm and society [4].
Accordingly, the corporate culture perspective suggests that if corporate culture drives
company policies, then tax aggressiveness and social responsibility disclosure are likely to be
negatively related.
C. The Political Cost and Power Theory on Profitability
Noor et al. [12] explain that the relationship between profitability and tax aggressiveness
are mostly inconsistent across studies, because of two different points of view related to the
issue of company profitability, i.e. political cost theory and political power theory. Adhikari
et al. [13] found a positive relationship between tax aggressiveness and ROA, while Noor et
al. [12] found a negative relationship between tax aggressiveness and ROA. Based on
political power theory, the possible reason was that highly profitable companies bear lower
income tax burdens since they utilized tax incentives and other tax provisions to reduce their
taxable income which would result in higher tax aggressiveness [12]. Based on political cost
theory, the profitable companies faced higher income tax burdens [12].
Hypotheses Statement
Based on the arguments above, this study proposes the following the hypotheses:
H1: There is an association between tax aggressiveness and social responsibility disclosure.
H2: The firm profitability influences an association between tax aggressiveness and social
responsibility disclosure.
III. DESIGN RESEARCH
A. Population and Sampling
The study uses firms listed in the Indonesia Stock Exchange (IDX) from 2011 to 2014 as
the sample. Data were obtained from the company‘s annual reports for the periods 2011 2014. The initial sample consisted of a sum total of 1888 firms-years. However, the initial
sample was reduced by the following exclusions:

1) Financial corporations, because government regulations are likely to affect their ETRs
and SRDs differently from other corporations (315 firms-years).
2) Corporations that delisted or listed in IDX (120 firms-years).
3) Corporations that have effective tax rate (ETR) less than zero or ETR more than one, and
outlier data (779 firms-years).
Therefore, the final sample for testing hypothesis is 674 firms-years. The final sample
consists of 344 firms-years in high profile industry and 330 firms-years in low profile
industry.
B. Variables Measurement
The dependent variable for empirical tests is social responsibility disclosure (SRD). SRD
is measured by firm‘s total scoring SRD divided by total criteria for SRD based on 91
assessment criteria from the Global Reporting Initiative (GRI) guideline G4. GRI G4 is
consisting of economic category, environmental category, and social category. The approach
to scoring SRD is dichotomous in that an item score one if disclosed and zero if it did not.
The independent variables are tax aggressiveness (TAG) and profitability. TAG is
denoted by dummy variable tax aggressiveness (TAG), which takes a value of 1 if the
corporation has high tax aggressiveness (i.e. the value of ETR is lower than 0.26) and 0 if the
corporation has low tax aggressiveness (i.e. the value of ETR is 0.26 or higher). TAG is
measured using ETR, namely the income tax expense divided by income before taxes. ETR is
the most widely used proxy in the previous research and the tax aggressiveness is high when
the value of ETR is low [3]. Profitability is measured by return on assets (ROA) as pre-tax
income divided by total assets. Lang and Lundholm [14] ﬁnd a positive association between
ﬁnancial performance and level of CSR disclosure. Lang and Lundholm [14] suggest that
corporation with better quality earnings performance tends to have a higher propensity to
disclose its ―good news‖ to ﬁnancial markets.
This study includes several control variables in the OLS regression for other effects. They
include corporation size (STA), solvability (LTA), and public ownership (PO). This study
measures STA as the natural logarithm of total assets. Patten [15] and Cho et al. [16] find a
positive association between STA and CSR disclosure, that the larger companies are likely to
disclose more extensive CSR information in the annual report than smaller companies.
LTA is measured as total liabilities divided by total assets. Managers typically disclose
more CSR information as solvability increases in a corporation to reduce the level of
information asymmetry [17], as a consequence of additional scrutiny from ﬁnancial
institutions [18], and also to lower a corporation‘s cost of capital [19].
PO is incorporated in this study to control the effect of corporate governance on CSR.
Khan et al. [20] find public ownership has positive significant impacts on CSR disclosures.
Khan et al. [20] suggest that pressures exerted by external stakeholder groups and corporate
governance attributes play a vital role in ensuring organizational legitimacy through CSR
disclosures.
Sensitivity analysis is done by adding a dummy variable year of research and industrial
sector because there is a possibility that social responsibility disclosure fluctuates across
different years and industries. YEARis research period, measured by a dummy variable that
takes a value of 1 if the company in 2011 and 0 if the company in 2012-2014. INDUSTRYis
industry membership, measured by a dummy variable that takes a value of 1 if the company
in high profile industry (i.e. agriculture, mining, basic industry and chemicals, miscellaneous
industry, consumer goods industry, and infrastructure, utilities and transportation), and 0 if

the company in low profile industry (i.e. property, real estate and building construction and
trade, services and investment). This study use industry classification according to highprofile industry and low-profile industry [21]. Hackston and Milne [22] have been found that
firms in high-profile industries (i.e. high consumer visibility, high regulatory risk or
concentrated intense competition) have higher levels of CSR reporting.
C. Research Model
This study tests the hypothesis by using ordinary least squares (OLS) regression. This
study estimates the following OLS regression model:
SRDit =
β0+ β1TAGit+ β2PROFITit + β3STAit + β4LTAit + β5POit + β6YEARit +
β7INDUSTRYit + εit(1)
Variables definition: SRD = SR disclosure index between 0 and 1; TAG = a dummy
variable that takes a value of 1 if high TAG and 0 if low TAG; PROFIT = income before
income tax divided by total assets; STA = the natural logarithm of total assets; LTA = total
liabilities divided by total assets; PO = public ownership divided by the total ownership;
YEAR = a dummy variable that takes a value of 1 if the company in 2011 and 0 if the
company in 2012-2014; INDUSTRY = a dummy variable that takes a value of 1 if the
company in high profile industry and 0 if the company in low profile industry.
IV. RESULTS
The descriptive statistics test results of the variables are presented in Table 1. Table 1
shows that the average social responsibility disclosure is 12.9%, with the highest is 76.9%
and the lowest is 3.3%. Further, table 1 shows that the majority of the firms are high tax
aggressiveness (55.5%), while the highest profit is 88.5% and the lowest profit is 0,005%.
Table 1. Descriptive Statistics
Variables

N

Minimum Maximum

Mean

Median

Std. Dev.

SRD

674

0.033

0.769

0.129

0.110

0.082

TAG

674

0

1

0.555

1

0.497

PROFIT

674

5.19E-05

0.885

0.106

0.082

0.095

STA

674

10.313

18.764

14.644

14.617

1.545

LTA

674

0.001

2.116

0.442

0.435

0.212

PO

674

0.001

0.847

0.300

0.280

0.185

YEAR

674

0

1

0.518

1

0.500

INDUSTRY 674

0

1

0.510

1

0.500

Variables definition: SRD = SR disclosure index between 0 and 1; TAG = a
dummy variable that takes a value of 1 if high TAG and 0 otherwise;
PROFIT = income before income tax divided by total assets; STA = the
natural logarithm of total assets; LTA = total liabilities divided by total
assets; PO = public ownership divided by the total ownership; YEAR = a
dummy variable that takes a value of 1 if the company in 2011 and 0
otherwise; INDUSTRY = a dummy variable that takes a value of 1 if the
company in high profile industry and 0 otherwise.

Table 2 shows that the variable TAGfor the regression with the full sample has a negative
impact on SRD. The result implies that higher corporate tax aggressiveness is more likely to
disclose lower number of social responsibility information in their annual reports than lower
corporate tax aggressiveness. When public companies use aggressive tax avoidance, they will
become less transparent. Many public companies pay tax as if the payment of taxes is not a

socially responsible activity. The result supports H1 and is support corporate culture
perspective that views corporate culture as an important factor affecting many corporate
policies.
Table 2. Regression Results
Dependent Var.

Social Responsibility Disclosure (SRD)
Low-Profit (< 11%)

Independent Var.
TAG

Coef.

t-stat.

-0.017 *** -3.122

High-Profit (> 11%)

Full Sample

Coef.

t-stat.

Coef.

t-stat.

-0.006

-0.469

-0.016 ***

-2.672

0.111 ***

3.637

PROFIT
Control Variables
STA
LTA

0.017 ***

8.872

-0.034 *** -2.445

0.028 ***
-0.013

7.213
-0.467

PO

0.000

0.656

0.001 *

1.705

YEAR

0.006

0.958

0.007

0.518

INDUSTRY

0.016 ***

2.922

0.057 ***

4.744

n
Adj. R2
F-statistic

427

247

18.8%
17.435 ***

26.0%
15.382 ***

0.022 *** 11.677
-0.042 ***
0.000 *
-0.001
0.032 ***

-3.170
1.820
-0.265
5.825

674
25.91%
32.893 ***

***, **, and * indicate significance at 1%, 5%, and 10%, respectively. See table 1 for the
variables definition.

To test hypothesis 2, this study splits the sample into two groups based on the firm
profitability. The first group consists of observations with firm profitability is lower than 11%
(n = 427), while the second group consists of those with 11% or higher (n = 247). Table 2
shows firms that have lower profitability, higher tax aggressiveness generate lower social
responsibility disclosure. This result indicates that lower profitable firms are more likely to
undertake aggressive tax avoidance to generate tax saving and less interested in being
socially responsible. However, for firms that have high profitability, the result does not show
any association between tax aggressiveness and social responsibility disclosure. This result
implies that higher profitable firms have political power to reduce tax expense by using tax
planning strategy and based on political cost that firms will be more obedient to the tax
regulations in order to reduce political scrutiny. The result supports H2.
Table 2 also shows that some regression coefficients for the control variables are
significant. STA is positive and significant. The larger companies are likely to disclose more
extensive social responsibility information in the annual report than smaller companies [1516]. LTA is negative and significant. Managers typically disclose more social responsibility
information as solvability increases in a corporation to reduce the level of information
asymmetry [17], as a consequence of additional scrutiny from ﬁnancial institutions [18], and
also to lower a corporation‘s cost of capital [19]. PO is positive and significant. The pressures
exerted by external stakeholder groups and corporate governance attributes play a vital role in
ensuring organizational legitimacy through social responsibility disclosures [20].
The sensitivity analysis shows that social responsibility disclosure fluctuates across
different industry sectors. The evidence indicates that firms in high profile industries have
greater number of social responsibility disclosure [22].
This study also conducts robustness check to evaluate the reliability of the OLS
regression results presented in table 2. The robustness check is done by entering the control
variables consecutively into the regression model [3]. This study obtains similar results for
tax aggressiveness.

V. CONCLUSIONS
This study investigates the effect of tax aggressiveness and profitability on social
responsibility disclosure. This study finds that compared with lower corporate tax
aggressiveness, higher corporate tax aggressiveness tend to exhibit lesser number of social
responsibility disclosure. However, this study finds that the effect of tax aggressiveness is
prevalent only in the lower profitable firm. In the higher profitable firm, this study does not
find any significant difference in social responsibility disclosure between corporate with
higher tax aggressiveness and those with lower tax aggressiveness. This study contributes to
the accounting and management literature by providing evidence on the effect tax
aggressiveness on social responsibility disclosure and how profitability influences the
association between the two variables. This study provides insight to investors by providing a
plausible explanation as to why some corporations disclose fewer number of social
responsibility information than others. This study uses average ETR to separate the level of
corporate tax aggressiveness, so future research could identify corporation as tax
aggressiveness corporation or non tax aggressiveness corporation.
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The Role of Communication Effectiveness, Service Quality, Relationship
Quality on Developing Customer Loyalty in Enterprise Service Division
PT. Telkom Indonesia Tbk.
Ikka Novitasari

Abstract. This study aims to investigate the effect of communication effectiveness (CE) on service quality (SQ)
and relationship quality (RQ) leading to customer loyalty (CL) in the context of a professional service where
customers have difficulty in evaluating service quality confidently, even purchase, and consumption. CE was
decomposed into frequency, bi-directionality and quality of communication while SQ was decomposed into
functional and technical qualities, RQ into trust and relationship commitment, and CL into attitudinal and
behavioral loyalty. The impact of seven key of explanatory variables is examined. The result supports the
hypothesized model and shows that good CE with three dimensions can impact directly to SQ, but there is no
influence of communication frequency to technical service quality. The dimension of RQ, relationship
commitment has no influence on attitudinal loyalty but has a strong influence on behavioral loyalty. Detailed
findings imply that quality and bi-directional SQ communication is more critical than frequency
communication. Technical and functional SQ influencing the RQ. Trust and relationship commitment mediate
the mutual influence on CL.

Keywords. communication effectiveness; service quality; trust; relationship quality; customer loyalty.

I. INTRODUCTION
Marketing Unit is one of the important division in a company (Kotler & Philip, 2009).
Telkom is a very much aware of the importance of the field of marketing, therefore, by
focusing on the winning of a tight telecommunication industry competition, Recently,
Telkom has divided their customer into 3 (three) large segments namely,Personal Customer),
Corporate Customer and other Licensed Operators (OLO). In business services such as
Telkom, customer and employees of the company are located in the front line to interact each
other by creating services. As the result, effective interaction depends on the expertise of the
services employeesin the front line and accompanied process that supports employees.
Therefore, in order to succeed, services company must focus on both of the customer and
employees. Services companies must understand the service-profit chain which connects
service-profit chain with employees and customer satisfaction.
Telkom has divided their operational customer service into 2 (two) main fields namely
Distribution Center (DC) as the unit which is located on the front line and interact directly
with the customer and capture customer needs and ProductOwner (PO) as supporting unit
that provides a service that isneeded by the customer. In the management of
corporatecustomer (CC),Telkom establishes the division of Enterprise,Government and
Business Services (EBIS) as the distribution center (DC) which interacts directly with
Corporate Customer (CC).
The character of EBIS customer management is different with personal customer,
Account manager (AM) is Telkom front liner employees which interact directly with
Corporate Customer (CC) At the beginning of every year, it has been agreed upon the number
of CC which has been managed by the EBIS and divided into 3 segments Enterprise
,Government, and Business. Customer Enterprise as much as 1285 of CC,Government 1245
of GC and Business 1.072.875 of BC. The number of customer or customer base on the
Division of Enterprise Services (DES) who manages the High-End Market (HEM) is
determined and cannot be increasedagain, means the addition of revenue can only be done by
increasing Telkom share revenue on every managed CC (Farming). Therefore ,customer

loyalty determining the performance of EBIS. Although only managing 10% of the EBIS
total customer ,yet ES share revenue segment is 58 % of the total EBIS revenue, this is due to
the large revenue from the average CC customers of cluster 1 and 2 compare to the cluster 3.
Therefore, it is an important to maintain the corporate customer loyalty,in order to keep the
stability oreven increase the revenue.
The determination of Key Performance Indicators (KPI)as the measurement of success
which is clearly stated in the management contract. KPI that will be the basis for assessing
performance for your account manager (AM) are:
1. Revenue targets can be in form of revenue sustain,scaling, net revenue or gross revenue.
2. Sales Target for various products and solutionsTelkom Group.
3. Collection Target Rate.
4. Customer Satisfaction Index Target.
5. Customer Loyalty Index Target.
Management contract (KM) is the document that contains the target of KPI AM, KM is
required to be signed by AM concerned and become the basis for the general evaluation in
achieving its performance.
Telkom applied the Customer Satisfaction and LoyaltySurvey (CSLS) in order to know
the perception and customerexpectations toward Telkom services There are several factors
that become reason from the result of recapitulation which has shown the declines of CC
from selecting Telkom as the service provider in a previous year. One of the factors thathave
been strong reasons for the customer to choose Telkom is because they had a is high-quality
products, In 2015 survey showed a significant decrease from the previous 49,78% become
22,51%. In addition to the other factors, the level of trust from qualified after sales,quality
guarantee or ServiceLevel Guarantee (SLG) are declining, thus the available of Account
Manager (AM) and trouble investigation isnecessary.
Customer satisfaction, relationship dimension and customer loyalty also is also measured
every year. From theresults of the survey is also obtained the reduction of
customersatisfaction index, relationship dimension and also customer loyalty index during the
last two years. From the results of theCSLC, it can be seen in the year of 2015,CSI DES
decline is greater than the CSI industry, with -2,45 %,yet it is still above the CSI industry.
RDI data shows improvement occurs at shopper level and client. Meanwhile,the level of
partner and advocate are declined. This indicates a decline in relationship quality (RQ). The
CLI in 2015 is also showed a decline, evenunder the CSI industry which increased.
From the summary of the CSLS voice of customer results, it can be known that the
customer expectation is the update information in within Telkom service utilization. This will
be directly related to the quality of service, if the information is reinforced in a good way, it
will support the service quality. Service quality (SQ) consists of two maincomponents,
namely technical quality (core service or services what is delivered to the customer) and
Functional ServiceQuality (how such services delivered) (Gronroos, 1983;Parasuraman et al.
1985). Technical Quality related to the actual results from the core service felt by the
customer (Locelock, 1996). How Telkom can understand all these perceptions and
expectations of the customer if there is no good communication between AM and customer.
AM willfind difficulties in obtaining the information needed from the customer if there is no
trust from the customer toward AM. How AM can obtain customer trust, until finally, AM
can build a relationship with the customer, which can create customer loyalty, these are
things that will be sought from this research.

Based on the literature study that has been done, there are numbers of journals which
support this research because the condition of the research object is similar. One of them is
the journal written by Lee, Lee, and Park (2013) about"Communication effectiveness on IT
service relationship quality". The similarity between the journal with this researchis the
relationship between IT experts and its clients with the relationship between AM and CC
which they have managed. In the journal written by Park. et. All (2013) has been discovered
the influence of independent variablescommunication effectiveness (CE) and service quality
(SQ) against relationship quality (RQ) on dependent variables. While in this research RQ is
being used as independent variables, where its dependent variable is customer loyalty. The
adding of this variable is done in accordance with the journal that was written by Giovanis,
Athanasopoulou, and Tsoukatos (2014), "The role of service fairness in the servicequalityrelationship quality-customer loyalty chain". Theaddition of this dependent variable is
because the number of DES customer base has been assigned to be managed,then, the
customer loyalty is important for DES.
II. PROBLEM STATEMENT
From the exposure of the background on the subchapter 1.2, the formulation of the
problem of this research are as follows:
1. The number of corporate customer that are managed by the division of Enterprise
Services (DES) has been determined and defined as the customer base CC. This CC and
all of its affiliates can be managed by the DES,so that, the revenue target can be fulfilled.
The biggest obstacle in making the revenue grow is that the number of CC that cannot be
added during recent years as well as an efficiency that was done by each company
including telecommunication expenditure.
2. Good Relationship between the AM and CC can provide new opportunities to increase
revenue. Customer satisfaction on Telkom services is also expected to be able to increase
customer loyalty and making the enhancement on Telkom service expenditures which are
very influential on the achievement and DES growth revenue. DES through AM is not
selling products or services, but to build the relationship with the customer so that they
can know the value chain ecosystem of customer business and provide the solution and
innovation that which can be value added to the development of the customer business
and increasing Telkom share revenue.
3. Effective communication between AM with the customer is required, AM can understand
customer business process better. The provision of an appropriate solution can improve
The Quality Service and build Relationship Quality along with CustomerLoyalty.
4. According to the results of the literature review that have been done on the model of the
research done by the Park. et al (2013) on IT companies where bi-directional and the
quality of communication has a significant impact on the servicequality both technical
and functional.While the frequency ofcommunication did not affect significantly against
the servicequality. Service quality significantly affect the level of trust inthe customer
both technical and functional though not directly influence the commitment of a
relationship. But the level of trust in the customer significantly effect on relationship
commitment. Because the relationship between system between AM and CC with IT
experts and its clients have similarities, then there is a research question on the influence
of effective communication to the service quality -relationship quality. However, this
research adds the customerloyalty variable as the final dependent variables by referring to
the research Giovanis et al (2014).

III. RESEARCH FRAMEWORK
On services company where services are felt by the customer is an intangible service, the
service delivered is knowledge-based professional services. Effective communication in the
whole process is playing a critical role to get the trust of the customer and also a long-term
commitment. Trust and commitment depending on the perception of the quality of the service
provided (de Brabander & Thiers, 1984; Sharma & Patterson, 1999; Masey & Kyriaszis,
2007; Park et al. 2012). Based on the review of the service and relationship research (Aurier
& Goala, 2010) concluded that the cause of the establishment of the relationship in marketing
on services industries and encouraging the relationship quality is service quality and customer
satisfaction.
3.1 Transactional dan Relation Marketing
The differences between transactional marketing and relationship marketing mentioned
by Gronroos (2000) whichis stated as marketing strategy continuum refer to table 2.1. The
approach of relationship marketing is a long-term type, while transactional marketing is used
to get the customer (Christopher, 1999:9). Keeping the customer is more important because
the cost is smaller than the cost to get new customers (Kotler, 2000). This concept is a shift
from the concept of the previously known with "focus on single sale" transactional marketing
that focus more on the exchange.
Meanwhile, ―focus on developing 6 relational exchange"relationship marketing is
concentrate more on building relationships based on the values and marketing network
(Christopher, 1991)."Relationship marketing refer to all activities directed toward
establishing, developing and maintaining successful relational exchange", the basic concept
of relationship marketing is all forms of exchange activities withthe emphasis that build and
maintain long-term relationships with the customer (Morgan & Hunt, 1994).
Relationship marketing aims to build customerloyalty because customer loyalty will
increase revenue that culminated in the improvement of profitability. The process of the
development of the relationship caused the emergence of some levels in relationship
marketing which affect on the level of profit obtained the company (Kotler, 2003:77).
3.2 Communication Effectiveness
Communication is a very important and needed in making the decision process more
effectively (Dhawan, 2002). The communication also connects the organization with the
external environment of the company, because each member of the organization must be
concerned with the interests of all stakeholders, the availability of supplier and community
related to the organization. The communication process is the psychological process that
most complex. Communication can be defined as a series of the process in the group to share
and gather information with the aim of promoting the interest of the general public.
Communication behavior associated with the exchange and sharing of information to
improve the effectiveness of the organization (Tzafir, Harel, Baruch & Ayo Dolan, 2004).
Communication at the IT company also applies the interaction between the IT experts and
clients in the environment of IT services. De Brabander and Thiers (1984) conclude the
effective communication between IT experts and clients contributing to improving customer
satisfaction in the development process of an information system.
Massey and Kyriazis (2007) measure the three dimensions in the effective
communication, namely: communication frequency, bi-directional communication and
communication quality. Communication frequency refers tothe number of the communication
activity per unit of communication Effectiveness (CE) at a time, while bi-directional
communication defines the level of success of the process of delivering information in two-

way communication and the quality of the communication is defined as the extent to which
the information that is exchanged is precise and useful during communication.
Each dimension has a role in creating an effective communication. If the frequency of
increased communication in the organization and the division of ideas occurs between the
department of business and ability to every department can be combined to create
"appropriate solutions to create efficiency in the company (Reich & Benbasat, 2000). Bidirectional allows the information distributed and used as abasis for trouble investigation
issues or decision making, and this provides a positive effect on the CE (Fisher & Maltz,
1997). Thus the effective communication also has a dependency on the quality of
communication, how the message delivered properly is more important than the behavior of
communication itself. Communication is not asimple matter because one of the parties is
considered to communicate successfully when the second party as the listeners understand the
message delivered (Service, 2005).
3.3 Service Quality
Quality is the overall characteristics and nature of a product or service that affect its
ability to satisfy the expressed or implied needs (Kotler, 2003). Although the service often
includes important tangibles components, this component together and along with skilled
personnel become the dominant combination in a series of value creation to the invention of
the services performance (Lovelock & Wirtz, 2004).
The quality of service becoming a necessity that must be done by the company in order to
be able to survive and earning the customer trust. Consumption patterns and lifestyle
customers demanded the company to be able to provide a quality service. According to Berry
and Zeithaml (1984) quoted in Lupiyoadi (2006:181) holds that the success of the company
in providing quality professional services can be determined with the approach of service
quality that has been developed by Parasuraman. Service quality (SQ) is defined as the
opinion of the customer against the entire service excellence or superiority, perception is the
result of the evaluation of the comparison of the customer against expectations with service
that they receive (Gronroos, 1984), or perceived globally or the response related to the
superiority or specific service (Parasuraman et al. 1988). Wyckof quoted by Wisnalmawati
(2005: 155) holds that the quality of services is the level of excellence that is expected and
control over the level of benefits to meet the customer desire. When services received in
accordance with which it is expected that the perceived quality of services is good and
satisfying. Tjiptono (2006) explained that when the services received exceed customer
expectations, then the quality of perceived services is ideal. If the services that received lower
than expected, then the quality of services is considered bad.
Park et al. (2012) based Gronroos (1984) recommends that the Model states that the
dimensions SQ, as experienced by the user IT, consists of two dimensions: SQ technical and
SQ functional. SQ functional calculate how services are provided (namely courtesy,
accuracy, professionalism, etc.), while SQ refers to the technical results of services (i.e.,
information quality and system quality etc.). In this case, Gronroos (1984) and Park et al.
(2012) gives a theoretical explanation why SQ should be categorized in two dimensions
technical and functional and model SQ they used in this research.
3.4 Relationship Quality
On most services company, the essence of marketing is a long-term development, good
relations with the customer (Berry et al, 1988; Christoper et al. 1991). Most of the research
that has been done on the things which precede loyalty and commitment that focused on
industrial goods, distribution channel, and marketing (Morgan & Hunt, 1994). The perception
that both RQ built from the interaction between customer and service provider have a positive

impact on customer loyalty or repurchase intentions (Moliner, 2007).RQ consists of trust and
commitment (Morgan & Hunt, 1994). Morgan and Hunt (1994) holds that the commitment
and trust are the most important factor in the relational exchange.
The commitment can be defined as the desire to maintain a valuable relationship or
psychological condition marked with the intention to maintaining long-term relationships
(Moorman et al. 1993). Along with the belief, has been regarded as a critical variable RQ
(Morgan and Hunt, 1994). The high level of affective commitment in accordance with his
devotion to maintain relationships (Bendapudi & Berry, 1997). Sharma and Patterson (1999)
proposed that the commitment of the relationship with the client to the service provider
functions as a way to understand the performance of the service provider. The commitment of
the relationship also has been regarded as the final factor that determines the level of client
voluntary participation in the IT services (Carr, 2006).
3.5 Customer Loyalty
Oliver (1997:392) defines customer loyalty as the commitment that has been held to buy
back the preferred product or service consistently in the future, causing the purchase
repeatedly on the same brand, although the influence of situational answer and marketing
efforts have the potential to cause switching behavior. The Benefits of customer loyalty has
been discussed widely and includes among others to increase the volume of re-purchasing,
acquisition level is better than positive word-of-Mouth communication, and low sensitivity to
the price increase (Parasuraman et al. 1994). On the other hand, customer loyalty also reduces
costs and marketing investment capital (Oliver, 1997) and increase the profitability of your
service provider (Hayes, 2008).
In the past, loyalty many defined in matters related to the behavior. If someone makes
some purchases in the category of specific products from one supplier, regardless of the
reason the person is defined as a loyal customer. Customers who use a product regularly is
behavioral loyalty, while customers who said on others about the benefits of a product and
suggested on another customer to use also then is called attitudinal loyalty. The latest
research shows that there are two types of customer loyalty: the attitudes and behavior (Khan,
2009;. Chiu, Cheng Huang & Chen, 2013). Customer Loyalty behavior reveals the behavior
of re-purchasing customers or excellence for the certain brand (Jani & Han, 2011). Because it
is not possible to observe behavior in a cross-sectional study, loyalty unintentional becomes
the main factor that is used to express their loyalty behavior (Jones & Taylor, 2007). On the
other hand, loyalty attitude reveals the attitude of consumers toward certain products or
services (Bennet & Rundle-Thiele, 2002; Kumar & Reinartz, 2006).
Previous literature shows that the customer loyalty multi-dimensional measured in three
different ways: bi-dimensional, composite and second-order (Chiu et al, 2013).A study with
the bi-dimensional perspective of using thedimensions of the attitudes and behavior as a
separate construction to operate customer loyalty (Kwortnik & Han, 2011). The following
study using the composite perspective integrate the two dimensions into one change loyalty
(Wang et al, 2011). In the second order perspective, customer loyalty measured as reflective
that build second order have the loyalty of the attitudes and behavior as the first order subdimensions (Jones & Taylor, 2007; Chiu et al, 2013). According to Chiu et al. (2013), second
order approach is considered more parsimonious and difficult to be interpreted.
More specifically, follows Petters et al. (2007) measurement guidelines, they show that
the use of the second order change reflective is the most appropriate way for customer loyalty
modeling. This conclusion is based on the fact that the differentiation of high attitude that
reveals the company preference over others (dimensions) attitude and intention continuation
(behavior dimension) is the main manifestation of customer loyalty (Parasuraman et al, 1994;
Wang et al, 2011). Next, Kumar and Reinartz (2006) shows that high attitude differentiation,

and not only a positive attitude, very correlates with customer loyalty behavior in the long
term. In addition, Hellier, Guersen, Carr and Rickard (2003) find that brand preference is the
main impetus of intentions to buy back while Nadiri, Hussain, Ekiz and Erdogan (2008)
shows that both the construction are correlated and covary with one another. Based on the
explanation above, this research treats customer loyalty as reflective that build two
dimensions which have the loyalty of the attitudes and behavior as sub-components.
3.6 Frame work of Thinking
Framework of this research is base on relationship dimensions of each variable, the
explanation of the relationship as follows:
1. Relation between Communication Frequency with Functional Service Quality
The intensive communication between the company and the customer can provide
sufficient time for a customer to exchange information with experts when they need. Timely
interaction can help the customer to understand the good quality of service (functional
quality), therefore, the connection between the frequency of communication with the
functional quality of service should be sought.
Hypothesis: The communication frequency of telecommunication services is positively
associated with the Functional Service Quality.
2. Relation between Communication Frequency with Technical Service Quality
Service Quality that felt were influenced byvarious information provided by the experts
surrounding services (Sharma & Patterson, 1999). Themore communication occurs, the more
information that can be shared. By sharing this information, experts can identify customer
expectations of service output andprovide a better technical quality, then search for the
connection between the frequency of communication with the technical quality of service.
Hypothesis: The communication frequency of telecommunication services is positively
associated with the Technical Service Quality.
3. Relation between Bi-directional Communicationwith Functional Service Quality
The two-way communication as a form of collaboration and feedback during the process
of drafting a solution can help the customer to be more participate,thus affecting the
functional quality of service. Bennet and Barkensjo (2004) recommends two-way intensive
communication to improve the quality of functional service felt by the customer. Therefore,
the linkages between the two-way communication with the functional quality of service need
to be sought.
Hypothesis: The bi-directional communication of telecommunication services is
positively associated with the Functional Service Quality.
4. Relation between Bi-directional Communication withTechnical Service Quality
Two-way communication is also good to facilitate trouble investigation issues among
different parties (Massey & Kyriazis, 2007). The success of a solution that is compatible with
the needs of the customer and the handling of the complaint in fast response can improve the
quality of technical service felt by the customer as a result of two-way communication in the
improvement technical support services quality.
Hypothesis: The bi-directional communication of telecommunication services is
positively associated with the Technical Service Quality.
5. Relation between Communication Quality with Functional Service Quality

Park et al, (2012) stated that the quality of communication from service providers have a
strong impact on the quality of the functional compared with technical quality because the
customer will get a lot of information and knowledge during the process of delivery service.
This research is seeking the linkages between the quality of communication with the
functional quality.
Hypothesis: The communication quality of telecommunication services is positively
associated with the Functional Service Quality.
6. Relation between Communication Quality with Technical Service Quality
In previous research by Park et al, (2012) also mentioned that the quality of
communication also affects the quality of technical service which has been delivered to the
customer. Good communication between the customer with account manager will makesame
understanding between both sides toward the specification quality of technical service
according to the agreement. Therefore, this research is also seeking the linkage between the
quality of communication with technical quality.
Hypothesis: The communication quality of telecommunication services is positively
associated with the Technical service quality.
7. Relation between Functional Service Quality
With Trust The quality of functional service which is generallyfelt during the process of
project execution can also affect the perception of the customer and functional quality may
have an impact also in the formation of customer trust toward the service provider. This
research is also looking for the influence of the functional quality of customer trust.
Hypothesis: The functional service quality of telecommunication services is positively
associated with trust.
8. Relation between Functional Service Quality with Relationship Commitment
Design the appropriate solution with the needs and budget of the customer, trouble
investigation and handling complaint properly toward customer is a form of technical quality
that also influence the formation of customer trust. Therefore, this research is also seeking the
linkage between the quality of technical service and customer trust.
Hypothesis: The functional service quality of telecommunication services is positively
associated with relationship commitment.
9. Relation between Technical Service Quality with Trust
Eisingerich and Bell (2007) stated that the quality offunctional and technical quality
directly or indirectly have an impact on the customer repurchase intentions. Thus, the
relationship commitment is the main variable to make the service success. Therefore, this
research is also seekingthe linkage between the functional quality of service and relationship
commitment.
Hypothesis: The technical service quality of telecommunication services is positively
associated with Trust.
10. Relation between Technical Service Quality with relationship commitment
Technical quality services including trouble investigation must be given in accordance
with the service level guarantee (SLG) which has been agreed with the customer. The
accuracy in fulfilling the quality of technical service will have an effect on the desire of the
customer to do the re-purchasing and customer commitment in using the services from the

service provider. This research is also looking the linkage between the quality of technical
service with relationship commitment.
Hypothesis: The technical service quality of telecommunication services is positively
associated with relationship commitment.
11. Relation between Trust with Relationship Commitment
In most studies related to the relationship ofmarketing to prove that the trust has a
positive effect on the customer commitment (Crosby et al. 1990) while according to Sharma
and Patterson (1999) trust in experts who can provide the solutions and appropriate advice in
accordance with the needs of the customer will be able to build a strong emotional
relationship between customer and expert.
Hypothesis: Trust in your Account Manager is positively associated with relationship
commitment.
12. Relation between Trust with Behavioral Loyalty
The existence of customer trust to AM is expected to make customer continues to use the
service from Telkom and with no intention to switch to another service provider. Therefore,
this research is also looking the positive relationship between trust with behavioral loyalty.
Hypothesis: Trust in your Account Manager is positively associated with behavioral
loyalty.
13. Relation between Trust with Attitudinal Loyalty
One of the good marketing activities is a positive recommendation from the customer on
the other toward our good quality service. Customer trust to an account manager is expected
to make a customer says good things about the quality of Telkom service and also
recommend Telkom as a good service provider.
Hypothesis: Trust in your Account Manager is positively associated with attitudinal
loyalty.
14. Relation between Relationship Commitment with Behavioral Loyalty
Commitment is important to get the customer loyalty, build commitment with the
customer became the uneasy work for an account manager. Moreover, maintain the
commitment so that the customer always faithful and repurchase the products to Telkom.
This research is also looking the positive relationship between relationship commitment with
behavioral loyalty.
Hypothesis: Relationship commitment is positively associated with behavioral loyalty.
15. Relation between Relationship Commitment with Attitudinal Loyalty
A long-term commitment to customers with Telkom is also an important thing to be noted
by the account manager, it would be better if this commitment can encourage customers to
provide positive feedback and recommend Telkom as a reliable service provider.
Hypothesis: Relationship commitment is positively associated with attitudinal loyalty.

Figure 1. The Research Plan Model
IV. RESEARCH METHOD
This chapter discusses the results of research and the collection of the main data obtained
through the questionnaire. The discussion in this chapter will include the characteristics of
respondents, descriptive results of research respondents against research variable and testing
against the formulated hypothesis .
4.1. Survey Sample
In specifies the number of samples, sampling technique which has been implemented is
called as purposive sampling, according to Sekaran and Bougie (2010) is sampling toward
members of the population from a specific target. In this regard the intended target specific
are:
1. Corporate Customer (CC) Enterprise Services Division(DES) which has been taken as
the target of the research is the CC in Telkom customer DES base 2016.
2. CC DES which has included on the target is CC located in the province of Java island,
83% from 1285 then obtained 1067 CC.
3. CC DES which has been taken as respondents is CC whom managed by the same A.M.
within one year.
In order for the selected sample approach, the characteristics of the population and how
sampling or sampling techniques used must also consider the inclusion of the population in
the sample. To calculate a number of samples, this research using Slovin equations. So if N =
1067 with the level of α = 10 % then the amount of sample needed is 91.43 ≈ 92 CC.
According to the hair, Anderson, Tatham, and Black (1995) the representative size of the
sample to implement Structural Equation Model Technique (SEM) is ranged between 100200, then the sample in this research uses 200 CC. With the sample as much as 200 CC, it is
hoped that this research meets the requirements in the analysis using SEM.
4.2. Analysis Method
Method of analysis used in this research using PLS types of Shem with two steps of
evaluation namely, the evaluation of measurement model or outer model to assess the validity
and reliability of the model through the validity of convergent and discriminant, and

evaluation of the structural model or inner model that aims to predict the relationship between
thelatent variable. Analysis phase using PLS–SEM at least through the five process where
each stage will affect the next stage, namely the conceptual model, determine analysis
algorithm method, determine the resampling method, drawing a path diagram model
evaluation. PLS-SEM Software use in this research is the SMARTPLS version 3.0.
1. Model Conceptualization
Model conceptualization is the early step in the analysis of PLS-SEM, at this stage,
research must be done to develop and measure the construct. Fornell and Bookstein (1982) in
Ghozali and Latan (2015) explained that the change as personalities or attitude that generally
viewed as factors that lead to something that is observed so that the realization of the
indicators in the form of reflective. On the contrary, if the construct is a combination of the
descriptor from the indicator which is determined by the combination of the variables, then
the indicators must be in the form of formative.
To perform the measurement models (outer model) it is important to know the direction
of the construct indicator , whether in the form of reflective or informative in order to
evaluate the relationship between the latent variable with the indicators. In certain cases often
found that research using the formative indicator is to implement operationalization of the
reflexive construct. The misapplication is called a Type I Error, while research using
reflective indicator to implement formative construct called as Type II Error (Ghozali &
Latan, 2015).
2. The Determination of Algorithm Analysis Method
PLS-SEM is using SmartPLS program 3.0, algorithm analysis methods provides only
PLS algorithm with three scheme options namely, factorial centroid and path or structural
weighting. PLS algorithm scheme which is recommended by The Wold is a path or structural
weighting (Ghozali & Latan, 2015). After the researchers determine the method of algorithm
analysis as well as the used scheme, the next step is to determine the number of samples that
must be fulfilled.
3. Determine Resampling Method
Generally using two methods in resampling, namely, bootstrapping and jackknifing.
According to Monstellerand Turkey (1977) in Ghozali and Latan (2015), jackknifing method
using the original samples which aregrouped in the cluster to perform resampling. While
Diaconis and Ephron (1983) in Ghozali and Latan (2015) explain bootstrapping method using
all the originalsamples to perform resampling. Bootstrapping method is commonly used in
the structural equation model. The SmartPLS 3.0 program provides bootstrapping as
resampling method with three selections, they are NoSign Changes, Individual Sign Changes,
and Construct the Level Changes.
Tenenhaus et al. (2005) in Ghozali and Latan (2015) mentioned the resampling standard
method is No SignChanges, a statistics resampling which is calculatedwithout compensating
any signs. Individual SignChanges is the sign on each re-sampling made with signson the
original sample without ensuring the coherency globally. Meanwhile, on each of the outer
weightindividual in the re-sampling are made consistently. Andthe last one, Construct Level
Changes is specified to B mode, by using the outer weight for the comparison of latent
variables estimation on the original samples and re-sample resample. This option could
potentially have a strong multicollinearity problem among latent variables.

4. Drawing a Path Diagram
Drawing a path diagram, Falk and Miller (1992) in Ghozali and Latan (2015)
recommends to use the nomogram reticular action modeling (RAM) procedurewith following
terms:
a. The theoretical construct which shows the latent variable must be drawn in the shape of a
circle or ellipse.
b. Observed variable or the indicator must be drawn inthe shape of rectangular.
c. The asymmetry relationships described by the singular direction arrow.
d. The symmetric relations described by the double direction arrow.
V. ANALYSIS AND RESULT
The discussion in this chapter will include the characteristics of respondents, descriptive
results of research respondents against research variable and test the hypothesis that has been
formulated and concluded along with suggestions.
5.1. Outer Model Result
Evaluation outer model is also called as the measurement model evaluation to assess the
validity and model reliability. Outer model with the reflexive indicator is evaluated through
convergent and discriminant validity as the indicators of the latentconstruct, as well as
through the composite reliability and Cronbach alpha for the indicators block.
a. Convergent Validity
Convergent validity is associated with the principle that the measuring (manifest
variables) from a construct should be highly correlated. Validity test on convergent reflexive
indicator can be seen from the values of loadingfactor for each construct, where the value of
recommended loading factor must be greater than the 0.7 for a confirmatory research, the
value of the average variance extracted (AVE) must be greater than 0.50 and commonality
value must be greater than 0.50.
The results of this research showed that the variables attitudinal loyalty, behavioral
loyalty, bi-directional communication, communication frequency, communication quality,
functional service quality, relationship commitment, technical service quality, and trust has a
high convergence validity. It can be seen from the loading value of each indicator more than
0.70; the value AVE each research variable more than 0.50 and commonality values of each
research variable more than 0.50.
b. Discriminant Validity
Discriminant validity is associated with the principle that the different construct
measuring (manifest variables) should not highly correlate. The way to test the discriminant
validity with the reflexive indicator is seeing the value of the cross loading for each variable
must be > 0.70. Another way that can be used to test the validity of the discriminant is by
comparing the square root from AVE for each construct with correlation value between the
model construct. A good discriminant validity is shown from the square root AVE for each
construct are greater than the correlation between the constructed model.
Discriminant validity results showed that each variable has a good discriminant validity
because each variable has the higher AVE roots value compare to the correlation of that
variable with other variables.

5.2. Construct Reliability Test
Final evaluation of the outer model is a composite reliability and Cronbach alpha.
Composite reliability and Cronbach alpha test the value of the reliability of the instrument on
variables. A variable is said to meet the reliability test if the value of composite reliability and
Cronbach alpha is greater than 0.7.
The results of research showed that the value of the composite reliability of variables
attitudinal loyalty, behavioral loyalty, bi-directional communication, communication
frequency, communication quality, functional service quality, relationship commitment,
technical service quality, and trust are more than 0.70 and value of Cronbach alpha is more
than 0.70, therefore,it can be concluded that the variables attitudinal loyalty, behavioral
loyalty, bi-directional communication, communication frequency, communication quality,
functional service quality, relationship commitment, technical service quality, and trust has a
high reliability levels.
5.3. Inner Model Result
In assessing the structural model with structural PLS can be seen from the R-Square
values for each endogenous latent variable as the strength of the prediction from the structural
model. The value of R-Square is a review of goodness fitmodel. The change of the R-Square
value is used to explainthe influence of specific exogenous latent variables toward
endogenous latent variable, whether it has the substantive impact. The results of PLS RSquares represent a number of variance from the construct described by the model.
This research showed that the major impact of communicationfrequency, communication
quality, and bi-directional communication toward a technical service quality is 68,7%,while
the major impact of communication frequency,communication quality and bi-directional
communication toward the functional service quality is 87.5%. The majorimpact of technical
service quality and functional servicequality toward the trust is 78,5%, while the great
influence of technical service quality and functional service quality on relationship
commitment is 88,7%.The large influence of trust and relationship commitment toward
behavioral loyalty is 54,3%,while the influence of trust and relationship commitment toward
attitudinal loyalty is 31.9%.
Based on the R-sq value on each variable, obtainable the average value of 0,683 where
the model in this research is categorized as strong. Where the average commonality is 0,911
while the recommended one is 0.50 and the average R-sq is 0,683, then GoF value produced
is 0,584 and categorized as large.
5.4.

Hypothesis Result Test

The hypothesis proposed in this research are 15 hypothesis, and the result showed all the
value of path coefficient on a variable indicates the value of T-statistics produce more than
1.96, then H0 is rejected and H1 is accepted which means all dimensions on the variables
have a positive effect on the dimensions of the other variables,except there are 3 dimensional
variables which have smaller t-count compare to t-table. Among others in the variable
communication frequency is 0,161 with T-statistics value 1,421. Because the value of Tstatistics is less than 1.96 then H0 is accepted and H1 is rejected, which means
communication frequency did not affect significantly to the technical service quality. In
addition to relationshipcommitment variable is 0,128 with T-statistics 0,910,then H0is
accepted and H1 is rejected, which means relationship commitment did not affect positively
significant toward attitudinal loyalty. And the last is trust variable of 0,289 withT-statistics
value of 1,677,then H0 is accepted and H1 is rejected, which means that the trust is not a
significantly effect behavioral loyalty.
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The Influence of Customer Experience towards Customer Satisfaction and
Loyalty on Plaza Telkom
Maya Ariyanti1 and Dyah Shinta Tri Wulandari2
School of Economic and Business, Telkom University, Bandung, Indonesia

Abstract. The objective of this research is to test customer experience on Plaza Telkom. This research tests 11
customer experience factors and identifies its influence on customer satisfaction and loyalty intention. Factor
which influences customer experience and its influence on their satisfaction and loyalty undergo confirmatory
factor analysis on PLS-SEM. This particular research only measure the customer experience on Plaza Telkom,
hence, other service sector needs to be widened. With the factors gotten from this research, the manager of
Plaza Telkom will be able to identify customer’s demand and make strategic and effective ways to satisfy them
and increase their loyalty. Based on the researcher’s opinion, this particular research is a newest one in
measuring customer experience on Plaza Telkom.

Keywords. customer experience; customer satisfaction; loyalty intention.

I. INTRODUCTION
In the middle of industrial rivalry which is gone tighter and more difficult, only long term
competitive advantage could make a company survive. Many experts suggest the way on how
to be a company with competitive advantage is to focus on the customers by fulfilling and
satisfying their needs better and faster compare to the competitors (Douglas and Craig, 2000;
Farinet and Ploncher, 2002; Kotler and Keller, 2016).
Satisfied customers tend to give a positive feedback and will make the company as a
reference to be told to other people, to come over and over, to extend their contract or to
increase other product purchases (Tjiptono, 2005). On the other way around, if the customers
are not satisfied, they will return the product, complain and tell their bad experiences to the
company, propose a gugatan against the company or even the worst is not doing anything but
quietly move to the other competitors. Therefore, customers who deliver their complainings
to the company are like gifts for the company itself (Barlow, 2000 cited from Tjiptono,
2005). Customers who are complaining can change into loyal customers if the company could
handle their complaining properly (Cannie, 1994). Thus, in this 21st century, the company
provides many kinds of media that can be used to deliver the customers‘ complaining or all of
their demands.
The successfulness of each company depends on the efforts that each company takes to
keep the customers‘ satisfaction with the product or service it offered (Goodman, 2009:1820). The company gives unlimited spare cost to create brand, increase operating process and
technology. Yet, it saves their efforts on customers‘ service. Meanwhile, poor service given
by the customer service could ruin all of the company efforts to satisfy, keep and increase
customer basis (Dresner, 2012; Payne, 1991; Jahanshani, 2014). Hence, strategic view is
needed to see the customer service as catalyst in every function and process linked with the
customers and it turns to be a vital tool in customer experience end-to-end.
Researches on the customer experience that have been well publicated either within or
outside the country all of this time mostly discuss things for the tourism industry, hospitality,
consumer goods and banking (Garg, Rahman and Qureshi, 2014; Walter et all, 2010; Otto
and Ritchie, 1996; Noval et al, 2000; Grace and O'Cass, 2004; nutson et al, 2007; Oh et al,
2007; Brakus et al, 2009; Ponsignon, Klaus and Maull,2014;). Nevertheless, there are no

publicated research discuss things for telecommunication industry especially Plaza Telkom as
the customer service from the Telkom itself.
Within the research development, the researcher have created any measurement for
customer experience specifically for the industry. Grace and O‘Cass (2004) are the example
of who measure customer service in bank industry and identify the influence of the core
service, employee service and servicescape factors. Knutson et al (2007) formed 7 factors
(environment, benefits, accessibility, convenience, utility, incentive and trust) to measure
experience on hospitality industry. Hosani and Gilbert (2009) created measurement
instruments for cruising industry.
Therefore, a necessity to invent comprehensive customer experience factors in
telecommunication industry is obviously needed. Hence, this research will be conducted in 2
steps, which the first ste will explore the customer experience factors in Plaza Telkom and the
second step will see the influence of customer experience on their satisfaction and loyalty.
Based on the introduction above, hence, the researches arises the title of ―The Influence of
Customer Experience towards Their Satisfaction and Loyalty on Plaza Telkom‖.
II. PROBLEM STATEMENT
In accordance with literature review result and field study regarding customer experience,
the research questions proposed are as follows:
1.

2.
3.
4.
5.

How influencing do customer interaction, presence of other customers, employees,
servicescape, convenience, customization, value addition, speed, core service, service
process, and mix marketing towards customers‘ experience of Plaza Telkom?
How influencing does customer experience towards customers‘ satisfaction?
How influencing does customer experience towards customers‘ loyalty intention?
How influencing does customer satisfaction towards customers‘ loyalty intention?
How influencing does customer experience along with customer satisfaction towards
customers‘ loyalty intention simultaneously?

III. RESEARCH FRAMEWORK
A. Customer Experience
Experience is a different economic bargain that has not approved and studied all of this
time. Pine and Gilmore (1999) stated that there is a clear economic distinction between
experience and commodity as well as between product and service.
The definition from customer experience has been presented in Table 3.1. The main ideas
of all those definition is that customer experience is an emotional connection between
customers and the organization and whole fully internal for the customers. Some previous
studies argue that customer experience is not only created by aspects controlled by the
company such as interface service, display and advertisement, but also by the factors outside
the company‘s control such as interactions among customers and purchase objective (Meyer
and Schwager, 2007; Verhoef et al., 2009). Therefore, the company better designs and
manage qualification and stimulation which are possible to make the customers getting their
desired experience rather than creating the experience itself (Gupta and Vajic, 2000).

Table 1. Definition of Customer Service
References
Otto and Ritchie (1996)

CE Definitions
In the service process, experience can be defined as a
subjective mental condition that is felt by the participants.

Pine II and Gilmore (2002)

CE occurs every time a company uses service as a medium
and product as a tool to interact with an individual in a
business that basically personal.

Gentile et all (2007)

CE is an interaction between the customers and the product,
the company or the part of the organization causes reaction.
This particular experience is truly personal and it shows
customers involvement in a different level (rational,
emotional, sensoric, physical and spiritual). The evaluation
of this experience depends on the comparison of
expectation and stimulation come from the interaction with
the company in a different correspondency during contact
or touch point.

Verhoef et al. (2009)

CE is a natural holistic and involves customers‘ responses
cognitively, affectively, emotionally, socially and
physically towards the organization. This particular
experience is not only in a form that can be controlled by
the organization (for example, service interface,
atmosphere, price, etc), but also in a form that cannot be
controlled by the organization (for example, the influence
of other customers and purchase objective).

Walter et al. (2010)

CE is defined as direct and indirect experience that is felt
by the customers in the service process, organization,
facility and how the customers interact with the employees
of the organization and other customers. This particular
experience creates cognitive, emotional and behavioral
response and leaves the customers with the memory of the
experience.

Garg, Rahman and Qureshi
(2014)

CE is an emotional connection between the customers and
the company which has internal characteristics for the
particular customers and it is very dependable on the
moment of customers-company interaction.

B. Customer Satisfaction
The word satisfaction comes from latin of ―satis‖ which means quite good or sufficient
and ―facio‖ which means to create or to do. Merriam-Webster Dictionary (2016) describes
satisfaction as the act of providing what is needed or desired‖; ―the act of satisfying a need or
desire‖; ―a result that deals with a problem or complaint in an acceptable way‖ and so on.
Kotler (2016:153) stated that satisfaction is a feeling of happiness or disappointment appears
after comparing perception with product performance. Although this description looks
simple, once it is linked with consumers‘ behaviors, hence, this particular description
becomes complex. Oliver (1997) stated that many people understand what satisfaction is, but
they cannot define it.
According to Giese & Cote (2000) cited from Tjiptono and Chandra (2016:204), there are
three main components in every description of customer satisfaction which are customers‘

satisfaction is emotional and cognitive responses; the particular responses include certain
focus such as expectation, product, experience, and so on; and the response occurs in certain
times, after consumption, after product/service selection, based on cumulative experiences
and so on).
C. Loyalty Intention
The understanding of the concept of loyalty is not separated from customer satisfaction.
Lovelock (2012) stated that the basis of true loyalty is customer satisfaction and service
quality which are the keys in service. Therefore, customer satisfaction and loyalty cannot be
separated even though currently, there is a phenomenon when the customers are not satisfied
and sometimes show no loyal behavior.
Oliver (1999) cited from Tjiptono nd Chandra (2016:63) introduce four phases of loyalty
model which are Cognitif loyalty, Affective loyalty, Conatif Loyalty, and Action Loyalty.
From the explanation above, it can be concluded that loyalty intention includes the customers
who perform long term purchases, repeated purchases and who have positive experience in
resulting loyalty.
D. Framework of Thinking
The researcher expects customer experience is the main determiner of customers‘
satisfaction and loyalty (for example, Caruana, 2002; Mascarenhas, 2006; Klaus and Maklan,
2013; Senjaya, 2013). According to Slatten et al (2009:727), interaction between the
customer and the service provider occurs during the service periode. Bitner (1992) stated that
in all organization, customers interact not only with the employees, but also with every part
of the company such as product/service, physical environment, other customers and so on.
The existence of other customers has been acknowledged as an important component in
service encounter. Hui and Bateson (1991) found that the crowd of customers has an
influence to others‘ emotional and behavioral response towards the provided service.
Furthermore, Bitner, Booms and Tetreault (1990) found that customer evaluation towards the
service can be influenced by how the employees react towards a situation when other
customers cause commotion.
Service provided by the employees is expected to play an important part in service
performance evaluation (Broderick, 1999). Crosby et al, 1990:68) argued that lack of
concreteness from many services increase an individual‘s responsibility in the delivery
process of the particular service. Hence, the service provided by the employees is expected to
have an influence towards customers‘ satisfaction (Gwinner et al, 1998) and loyalty (Pugh,
2001).
According to Bitner (1992:62), service setting can influence emotional, cognitive and
psychological responses which eventually will influence the customers‘ assessment and
behaviors. Many kinds of service settings are found to give certain influence towards
customers‘ responses. One of the example is Hutton and Richardson (1995) found that
physical environment in medical industry have a significant influence towards customers‘
satisfaction, service quality and patronage. Meanwhile, according to Lee (2013), for
intangible and utilitarian service, servicescape functions as endorser or supporter.
Convenience is a company skill to reduce non financial budget (such as time, energy and
effort) when purchasing or using the product (Berry et al, 2002; Seider et al, 2007).
Convenience also acts as an important component in creating customers‘ experience. Bell
(1999) found that proximity, parking and easiness in finding the location are attributes of
convenience. Berry et al (2002) found comprehensive and multidimensional convenience
model in forms of decision convenience, access convenience, transaction convenience,
benefit confenience and post-benefit conveninece.

Customization according to Addis and Holbrook (2001) is an adjustment towards the
service given to the customers. This is a customers‘ requirement based on what is given to
them by the company.
Core service is a basic service given by the company and based on how the company
positions themselves in the market (Grace and o‘Cass, 2004). McDougal and Levesque
(2000) found that core service in dental, auto service, restaurant, and hairstylist industries
have a direct effect to the customers‘ satisfaction.
According to Kotler (2016:47) promotion and price are factors that influence the
customers in makin purchase decision. The customers will compare the price that has to be
paid with the advantage they will get from the product. Service process is a combination of a
series of activities, flow and interface between those activities and resources needs used to
produce and deliver the service result (Bigne et al, 2008).
In order to be able to explain the factors that influence customers‘ experience in
telecommunication industry, especially Plaza Telkom, hence, this research will conduct ana
analysis towards the factors. Therefore, specific factors of customers‘ experience for the
telecommunication industry will be gained.
Hunt (1977) cited from Senjaya (2013:4) stated that the whole customers‘ satisfaction is a
result from the process that emphasizes perceptual, evaluative and psychological processes
resulted from ‗experience usage‘. This particular experience usage is part of the customer
experience in which the customers‘ experience is an emotional connection between
customers and the company with internal characteristics for the particular customers and it is
very dependable to the moment of customers-company interaction (Garg, Rahman and
Qureshi,2014).
Hypothesis: Customer experience has a significant influence towards customer
satisfaction
Hollyake (2009) conclude that good customer experience is gained from the understanding of
customer expectation, precise product delivery all the time, and many other factors which
cause loyalty. With the tighter rivalry, customer experience is the best way as a distinction
from the competitor.
Hypothesis: Customer experience has a significant influence towards loyalty intention
Satisfaction and loyalty has a close connection and inseparable (Yi & La, 2004). However,
the state of high satisfaction in customers does not always guarantee to make them a loyal
one (McDougall & Levesque 2000). Hence, this particular research will explore further the
influce of customer experience towards customer satisfaction and loyalty intention
independently.
Hypothesis: Customer satisfaction has a significant influence towards loyalty intention
The researcher also expects that experience will cause satisfaction which later will cause
loyalty as well (Shankar et al, 2003). Oliver (1999) cited from Senjaya (2013:4) found that
experience behavior has a strong and significant influence towards customer loyalty.
Hypothesis: Customer Experience along with customer satisfaction has a significant
influence towards loyalty intention simultaneously
The researcher expects the influence of customer experience along with customer satisfaction
will give a bigger impact compare to each variable of loyalty intention.
Based on the framework of thinking above, hence, the research model for this paper is

Convenience

Customer

ServiceScape

Satisfaction
Employee
Presence Of Other Customer
Customization

Customer
Experience

Value Addition
Speed
Core Service

Loyalty
Intention

Marketing Mix
Customer Interaction
Service Process

Fig. 1.Research Model

IV. DATA PROCESSING AND DISCUSSION
This research uses qualitative method and associative research. Questionnaire is made
using interval scale by sorting or ranking the characteristics quality, with the Likert order
scale starting from (1) strongly disagree; (2) disagree; (3) neutral; (4) gree; and (5) strongly
agree. Demography information is also questioned such as: gender, age, occupation,
educational level assesed in ordinal scale.
Sampling method in this research is done with purposive sampling method which is
selecting member of certain sample intended by the researcher since only that particular
sample which represents or could give information to answer the research problems
(Indrawati, 2015). This method is chosen since what is researched is the opinions of Plaza
Telkom customers towards the company itself. Hence, the chosen sample is customers who
visit Plaza Telkom or the customers who get the service from the company or to do
transaction in the company.
The population of this research is the whole customers of Telkom who visited Plaza
Telkom (Telkom Annual Report 2015:41). In measuring the influence of customer experience
owards their satisfaction and loyalty, Slovin method will be used. Hence, with population N
which is the amount of the customers who visited Plaza Telkom in a month is as many as
250.000 customers and the significancy level of α is as much as 5%, hence the amount of
sample n gained turns to be 399,36 which is rounded into 400 respondents.
A. Main Data Collection
The questionnaire is spread within the period of July - August 2016 via outbound call
TAM147 Surabaya. Respondents are gotten from the Simetrical application data which is
Sitem Manajemen Antrian in Plaza Telkom.
From the outbound call result, it is found that 652 respondents agree to pick the agent call
and become the respondents of this research. The respondents who answered visit Plaza
Telkom this mont are 478 respondents or 73%. From the 478 respondents, the ones who are
responsible with the telecommunication facility in their house/office are 342 respondents or
72%, the ones who are parent/children are 32 respondents or 7%, spouse 26 respondents or

5% and the rest id part/other field as much as 78 respondent or 16%. The respondents‘
answer on the ones who are visit Plaza Telkom this month and who are responsible with the
telecommunication facility in their houses are the respondents themselves or the
parents/children, spouses and so on which later are used ad the media in this research with the
whole amount of 400 respondents.
B. Outer Model Result
In first and second running of CFA using PLS-SEM 2.0, 7 item were deleted because
outer loading value <0,50. This item were POC3, POC4, VA2, VA4, MM3, CS4, CS5. Thus
we have 42 item remaining.
Table 2. Convergent Validity Result
Variabel

Indikator Outer Loading
CON1
0,609
CON2
0,734
Convenience
CON3
0,766
CON4
0,741
CORE1
0,850
Core Service
CORE2
0,516
CORE3
0,799
CI1
0,859
Customer
Interaction
CI2
0,879
CS1
0,748
Customer
CS2
0,893
Satisfaction
CS3
0,919
CUS1
0,852
Customization
CUS2
0,774
CUS3
0,815
EMP1
0,807
EMP2
0,672
Employee
EMP3
0,845
EMP4
0,792
EMP5
0,787
LI1
0,751
LI2
0,869
Loyalty Intention
LI3
0,611
LI4
0,759
LI5
0,796
MM1
0,595
Marketing Mix
MM2
0,980
POC1
0,888
Present Of
Other Customer
POC4
0,746
SP1
0,595
Service Process
SP2
0,842
SP3
0,885
SS1
0,605
SS2
0,744
Servicescape
SS3
0,757
SS4
0,731
SS5
0,724
Speed
SPE1
0,613

AVE

Communality

0,512

0,512

0,543

0,543

0,756

0,756

0,734

0,734

0,663

0,663

0,613

0,613

0,581

0,581

0,658

0,658

0,673

0,673

0,510

0,510

0,616

0,616

Status
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid
Valid

Value Added

SPE2
SPE3
VA1
VA3

0,873
0,749
0,604
0,801

0,503

Valid
Valid
Valid
Valid

0,503

Based on Table II The Convergent Validity Test Result can be seen that outer loading
value of the whole questions‘ items > 0,50 and Average Variance Extracted (AVE) value of
the whole variables > 0,50hence, it can be concluded that all indicators and variable fulfill the
convergent validity test.
C. Construct Validity Test
Discriminant validity test is assessed based on cross loading indicator measurement with
its construction. Cross loading value of the test result can be seen in Table 4.10 Discriminant
Test Result (Cross Loading Value) as follows:
Table 3. Construct Validity Result

Customer Experience
Customer Interaction
Convenience
Core Process
Customer Satisfaction
Customization
Employee
Loyalty Intention
Marketing Mix
Present Of Other Customer
Service Process
Speed
Servicescape
Value Added

Composite
Reliability
0.919504
0.919504
0.805490
0.774288
0.891339
0.854940
0.887250
0.872334
0.790327
0.803373
0.823838
0.793447
0.838177
0.664989

Cronbachs
Alpha
0.908969
0.676936
0.686503
0.589479
0.817480
0.744917
0.840699
0.815294
0.596172
0.525473
0.673979
0.616442
0.759012
0.011410

Status
Reliabel
Reliabel
Reliabel
Reliabel
Reliabel
Reliabel
Reliabel
Reliabel
Reliabel
Reliabel
Reliabel
Reliabel
Reliabel
Reliabel

According to reliability test result, it can be seen on Table III that composite reliability
value for Value Addition <0,7 which is 0,66; Hair et al (2008) in Jogiyanto (2015:196) stated
that composite reliability as much as 0,6 still can be accepted. Hence, it can be concluded that
Value Addition fulfill reliability test.
Salisbury, Chin, Gopal & Newsteed (2002) cited from Jogiyanto (2015:196) stated
thatcomposite reliability is better assessed in estimating internal consistency of a construction
rather than Cronbach Alpha. Therefore, it can be concluded that all construction indicators
are reliable or fulfill the reliability test.
and Speed as much as 48%, meanwhile, the rest 52% is influenced by ither variables
outside of this research. Klaus and Maklan models can also predict the loyalty intention
through customer experience with the variables of Customer Interaction, Convenience, Core
service, Customization, Employee, Servicescape, Value Addition, Presence of Other
Customer, Service Process, and Speed as much as 67,5%, meanwhile, the rest 32,5% is
influenced by other variables outside of this research.

D. Hypothesys Test Results
Table 4.T-Value Test Result
Original

Sample

Standard

Sample

Mean

Deviation

Standard
Error

T Statistics
(|O/STERR|)

(STERR)

(O)

(M)

(STDEV)

0,693

0,696

0,026

0,026

27,078

0,592

0,598

0,042

0,042

13,998

0,292

0,287

0,048

0,048

6,072

0,709

0,709

0,027

0.027461

25,804

0,071

0,071

0,010

0,010

7,310

0,709

0,709

0,027

0,027

25,804

Convenience --> Customer
Experience

0,123

0,122

0,011

0,011

11,356

Core Process --> Customer
Experience

0,140

0,139

0,014

0,014

10,123

Customization --> Customer
Experience

0,144

0,143

0,012

0,012

12,042

Employee --> Customer Experience

0,279

0,277

0,021

0,021

13,556

Marketing Mix --> Customer
Experience

0,019

0,019

0,010

0,010

1,942

0,066

0,066

0,009

0,009

7,574

Service Process --> Customer
Experience

0,168

0,168

0,012

0,012

13,986

Speed --> Customer Experience

0,163

0,163

0,011

0,011

14,307

Servicescape -> Customer Experience

0,158

0,156

0,015

0,015

10,586

Value Added -> Customer Experience

0,078

0,077

0,006

0,006

12,862

Customer Experience --> Customer
Satisfaction
Customer Experience -> Loyalty
Intention
Customer Satisfaction -> Loyalty
Intention
Customer Experience &
Satisfaction -> Loyalty Intention
Customer Interaction-->
Customer Experience
Customer Experience & Customer
Satisfaction -> Loyalty Intention

Present of Other Customer -->
Customer Experience

While the results of arithmetic R - Square to find out is as follows :

Table 5. R-Square Test Result
Variabel Dependen

Nilai RSquare

Customer Satisfaction

0,47983

Loyalty Intention

0,67473

V. CONCLUSION AND SUGGESTION
A. Conclusion
•

Based on a descriptive analysis, it can be found that customers who visited Plaza Telkom give
high assessment towards the variables of Customer Interaction (72%), Convenience (74,5%),
Core service (69,8%),
Customization (76,4%), Employee (73%), Servicescape
(75%), and Value Addition (69%). Variabel Mix
Marketing (59,9%), Presence Of Other Customer (63,3%), Service Process (66,4%), Speed
(67%) include in moderate category.

•

Based on the hypothesis test result, influencing variables towards customer experience in Plaza
Telkom are Customer Interaction, Convenience, Core service, Customization, Employee,
Servicescape, Value Addition, Presence of Other Customer, Service Process, and Speed.
Employee becomes the most influencing variable with highest path coefficient value which is
0,279, hence, the next highest influence are Service Process (0,168), Speed (0,163),
Servicescape (0,158), Customization (0,144),
Core service (0,139), Convenience (0,123), Value
Addition (0,078), Customer Interaction (0,071), and Presence of Other Customer (0,066) with
smallest influence.

•

Model in this research uses Klaus and Maklan models (2013). The R-Square value for customer
satisfaction is 0,480 and for loyalty intention is 0,675 include in moderate category. It can be
understood since Plaza Telkom provides a supportive service as a telecomunication company.
With the particular R-square value hence Klaus and Maklan models can predict the customer
satisfaction through customer experience with the variables of Customer Interaction,
Convenience, Core service, Customization, Employee, Servicescape, Value Addition, Presence
of Other Customer, Service Process,

B. Suggestion

•

•

Based on the descriptive analysis results and the statistics test result, from the eleven independent
variables, there are 10 variables proven to be influencing towards customer experience in Plaza
Telkom and 7 of it included in high assessment. Some respondents do not believe that Mix
Marketing, Presence of Other Customer, Service Process, Speed have influence towards the
experience that they got in Plaza Telkom.

•

Employee is the most influencing factor towards customer experience in Plaza Telkom. The
customers come to Plaza Telkom with an intention to directly meet the representative of Telkom
to deliver their complaining and demand. Hence, customer assessment towards Telkom is highly
influenced by the moment of truth when the customers meet the employee of Plaza Telkom
directly. Speed and Service Process which have big influence after the employee, is still in one
series with the employee. The employees of Plaza Telkom need to be supported by user friendly
IT Tools, clear, simple and standard procedure which could give the description of the
telecommunication facility condition of the customers‘ quickly and help solving the customers‘
demand precisely and fast. These particular procedure and IT Tools must be supported by all
involving parties in the process.

•

The customers also agree that Plaza Telkom has the ability to do customization or product and
service changing which can help fulfilling the customers‘ needs specifically. The customers also
agree that Plaza Telkom could give innovative and advantageous additional service.
First, this research is conducted for specific telecommunication industry within the developing
country. Hence, validation is needed to check whether the same results are also found if the same

research is conducted in developed country. Second, indicators and variables are validated for the
telecommunication consumers. Therefore, further research is needed to be conducted for the
customers from other sectors. Third, in this research, there is no negative or positive experience
encountered by the customers. Hence, future exploration is needed to be conducted regarding
negative or positive experience and its influence towards customer satisfaction. The last but not
least, this research only considers customer satisfaction and loyalty, hence, other variables such as
value, profitability and so on can be added into the model in order to get more concrete results.

References
[1]

Anshori, Muslich., Iswati, Sri.,(2009), Buku Ajar: Metodologi Penelitian Kuantitatif, Surabaya, Pusat
Penerbitan dan Percetakan Unair (AUP)

[2]

Bitner, Mary Jo., 1992, Servicescape: the impact of physical surrounding on customers and employees,
Journal of Marketing, vol 56 pp 57-71

[3]

Fisk, Raymond P., 1997, The Impact of Other Customers on Service Experiences: A Critical Incident
Examination of Getting Along, Journal of Retailing, vol 73 pp 63-85

[4]

Garg, Ruchi., Rahman, Zillur., Qureshi, M.N., 2014, Measuring Customer Experience in banks: scale
development and validation, Journal of Modelling in Management, Vol. 9 Iss 1 pp. 87 – 117

[5]

Gentile, Chiara., Spiller, Nicola., Noci, Giuliano., 2007, How to Sustain the Customer experience: An
Overview of Experience Components that Co-create Value With the Customer, European Management
Journal Vol. 25, pp. 395–410

[6]

Ghozali, Imam., Latan, Hengky., 2012, Partial Least Square: Konsep, Teknik dan Aplikasi, Badan
Penerbit Universitas Diponegoro,

[7]

Gilmore, James H.,Pine II, B. Joseph.,2002,Customer Experience places the new offering frontier,
Strategy & Leadership, Vol. 30 Iss 4, pp. 4 - 11

[8]

Goodman, John A, 2009, Strategic Customer Sercice: Managing The Customer Experience to Increase
Positive Word of Mouth, Build Loyalty, and Maximize Profits, AMACOM, New York

[9]

Indrawati, 2015, Metode Penelitian Manajemen dan Bisnis: Konverdensi Teknologi Komunikasi dan
Informasi, Refika Aditama, Bandung

[10] Jogiyanto, Abdillah, Willy., 2015, Partial Least Square (PLS) : Alternatif Structural Equation Modelling
dalam Penelitian Bisnis, Penerbit ANDI, Yogyakarta
[11] Karatepe, Osman M., Yavas, Ugur., Babakus, Emin., 2005, Measuring service quality of banks: Scale
development and validation, Journal of Retailing and Consumer Services, vol 12, pp 373-383
[12] Klaus, Phil., 2015, Measuring Customer experience: How to develop and execute the most profitable
Customer Experience strategies, Palgrave Macmillan, New York
[13] Klaus, Phil., Maklan, Stan., 2013, Towards a better measure of customer experience, International
Journal of Market Research, vol 55, pp 227-246
[14] Knutson, Bonnie J.,Beck, Jeffrey A.,2006, Identifying the dimensions of the experience constructs,
Journal of Hospitality & Leisure Marketing , Vol. 15 No. 3, pp. 31-47
[15] McColl-Kennedy, Janet R., Gustafsson, Anders., Jaakkola, Elina., Klaus, Phil., Radnor, Zoe Jane., Perks,
Helen., Friman, Margareta., 2015, Fresh perspectives on customer experience, Journal of Services
Marketing, Vol. 29 Iss 6/7 pp. 430 – 435
[16] Novak, T.P., Hoffman, D.L. and Yung, Y., 2000, Measuring the Customer Experience in online
environments a structural modeling approach, Marketing Science, Vol 19 pp 22-42
[17] Mascarenhas, Oswald A., Kesavan, Ram., and Bernacchi, Michael., 2006, Lasting customer loyalty: a
total Customer Experience approach, Journal of Consumer Marketing, Vol.23, pp.397-405
[18] Parasuraman, A., Zeithaml, V.A., Berry, L.L., 1988. SERVQUAL: a multiple-item scale for measuring
consumer perceptions of service quality, Journal of Retailing 64 (1), pp 12–37

[19] Pine II, B. Joseph., Gilmore, James H., 1999, Welcome to the experience economy, Harvard Business
School Press. Boston, Massachusetts
[20] Santoso, Singgih., 2014, Statistik Nonparametrik: Konsep dan Aplikasi dengan SPSS (Edisi Revisi), Elex
Media Komputindo, Jakarta
[21] Schneider, Benjamin., Bowen, David E., 1985, Employee and Customer Perceptions of Service in Banks:
Replication and extension, Journal of Applied Psychology, vol 70 pp 423-433
[22] Senjaya,Vivie., Semuel, Hatane., dan Dharmayanti, Diah., 2013, Pengaruh Customer Experience Quality
Terhadap Customer satisfaction & Customer Loyalty di Kafe Excelso Tunjungan Plaza Surabaya:
Perspektif b2c, Jurnal Manajemen Pemasaran Petra, Vol 1, pp 1-15
[23] Sugiyono., 2012, Metode Penelitian Bisnis: Pendekatan Kuantitatif, Kualitatif dan R&D, Alfabeta,
Bandung
[24] Tjiptono, Fandy., 2005, Pemasaran Jasa, Edisi-1, Banyumedia, MalangJakarta Timur
[25] Verhoef, Peter C., Lemon, Katherine N., Parasuraman, A.,Roggeveen, Anne., Tsiros, Michael.,
Schlesinger, Leonard A., 2009, Customer Experience Creation: Determinants, Dynamics and
Management Strategies, Journal of Retailing, Vol 85, pp 31-41

Factors Influencing E-Money Adoption
Bambang Supriyanto1 and Gadang Ramantoko2
Magister Management, School of Economic and Business, Telkom University, Bandung, Indonesia

6ambang.5upriyanto@gmail.com1, gadangramantoko@gmail.com2
Abstract. The development of medium of exchange and transfer system today is very rapid and sophisticated. In
terms of medium of exchange, beside money, which is still the main medium of exchange in the society, there are
other non-cash mediums of exchange, including electronic money (e-money). This study identified and predicted
factors influencing Telkomsel customers’ adoption of Tcash service using Mobile Payment Technology
Acceptance Model (MPTAM) modification model. Valid data was 400 of 983 returned questionnaires with a
result showing that the most influential factors on Intention to Use T-Cash were External Influences and
Attitude, while moderating variable Age only moderated External Influences and variable Gender moderated
Risk and External Influences.
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I. INTRODUCTION
The development of medium of exchange and transfer system today is very rapid and
sophisticated. In terms of medium of exchange, beside money, which is still the main
medium of exchange in the society, there are other non-cash mediums of exchange, including
electronic money (e-money) (Bank Indonesia, 2016). The usage of e-money in Indonesia
increases every year, but the penetration is small compared with other mediums of exchange.
The small penetration of e-money in Indonesia is also supported by the result of MARS
Indonesia survey in 2013. The awareness of customers in the 5 surveyed cities on e-money
service which was introduced to Indonesian in 2007 was relatively low, only around 23,8%
people were aware of it.
Studies on acceptance of mobile payment have been performed many times. Some of
them are Rakhi Thakur and Mala Srivastava (2013,) who study Adoption readiness, personal
innovativeness, perceived risk and usage intention across customer groups for mobile
payment services in India; Yongqing Yang, Yong Liu, Hongxiu Li, and Benhai Yu (2014,)
who study Understanding perceived risks in mobile payment acceptance in China; and
Francisco Jose Liebana-Cabanillas, Juan Sanchez -Fernandez and Francisco Munoz-Leiva
(2014,) who study Role of gender on acceptance of mobile payment in Spain. They use
different model constructs but have significant results. Rakhi Thakur and Mala Srivastava
(2013) use TAM and Perceived Risk model constructs, Yongqing Yang, Yong Liu, Hongxiu
Li, and Benhai Yu (2014) use perceived risk theoretical construct and Francisco Jose
Liebana-Cabanillas, Juan Sanchez-Fernandez and Francisco Munoz-Leiva (2014) use TAM
model construct.
I.

THE METHODOLOGY USED IN THE RESEARCH

A. Technology Acceptance Theory
Theory of Reasoned Action (TRA)
According to the theory, behavior is determined by behavior intention to create the
behavior. There are 2 main factors determining behavior intentions, which are: personal
factor or ‗attitude‘ and social factor or 'norm'. In line with expectation-value formulation, the

first component (one‘s attitude on certain behavior) is proposed as a function of an action
regarding consequence received if an action is performed and the result of personal
evaluation of the consequence. The second component, subjective norm, consists of behavior
perception on special reference used as a basis of action for an individual or group.
Subjective norm is one‘s function of trust (normative) related to every thought reference one
has to do and motivation to follow the reference. Relatively important way to act and
normative component in determining intention are expected to vary depending on attitude,
situation, and individual difference of an actor (Ajzen & Fishbein, 1980).
Technology Acceptance Model (TAM and TAM 2)
TAM is a model adapted from TRA model for the context of information system
acceptance. According to (Davis, 1993) the main purpose of TAM is providing a basis to
search the influence of external factor on user‘s trust, attitude, and purpose. TAM considers 2
individual‘s belief, which are perceived usefulness(PU) and perceived easy of use (PEOU),
are the main influences of computer acceptance behavior (Davis, 1993).
A. Research Framework

Figure 1. Research Model

The framework of this research was based on the relationship between variables with the
explanation of the relationship as follows:








The correlation between usefulness, ease of use, trust, risk, and external influences
In mobile payment service, ease of use and external influences have positive influence on
usefulness (Liebana-Cabanillas, Sanchez-Fernandez, & Munoz-Leiva, 2014). Trust and
external influences have positive influence on ease of use (Liebana-Cabanillas, SanchezFernandez, & Munoz-Leiva, 2014). Risk has negative influence on trust, while External
Influences has positive influence on trust use (Liebana-Cabanillas, Sanchez-Fernandez, &
Munoz-Leiva, 2014).
The correlation between (usefulness, ease of use, trust, risk, and external influences) and
(attitude and intention to use)
Usefulness, ease of use, trust, and risk have positive influence on attitude (LiebanaCabanillas, Sanchez-Fernandez, & Munoz-Leiva, 2014). Usefulness, attitude and external
influences have positive influence on intention to use while risk has negative influence on
intention to use (Liebana-Cabanillas, Sanchez-Fernandez, & Munoz-Leiva, 2014).
The influence of moderating variables (age and gender)
According to Venkatesh, Morris, Davis, & Davis (2003) variables age and gender play a
moderating role on the adoption of new technology. Rhodes (1983) also states that
variables age and gender play a moderating role on the relation between independent
variable social influence and dependent variable behavioral intention in the context of the

adoption of new technology. The survey by Mars Indonesia and the background of the
study show that different age ranges have different levels of adoption of e-money.
The result of Convergent Validity Test in Table 1 shows that outer loading value of all
question items > 0,70 and Average Variance Extracted (AVE) values of all variables > 0,50,
so it is concluded that all indicators and variables satisfied convergent validity test.
B. Construct Reliability Test
Reliability tests performed to prove the accuracy, consistency, and accuracy of
instruments to measure the construct. In PLS-SEM using SmartPLS software to measure the
reliability can be done in two ways, by Cronbach's Alpha and Composite Reliability. The
following table shows the results of testing the reliability of the construct:
Table 2. Construct Reliability
Variable
Usefulness
Ease of Use
Trust
Risk
External Influence
Attitude
Intention to Use
Use Behavior

Cronbach Alpha
0,809
0,872
0,840
0,742
0,880
0,799
0,720
1,000

Composite Reliability
0,887
0,907
0,887
0,853
0,907
0,870
0,843
1,000

Based on the result of reliability test, Table 2 shows that the values of Cronbach‘s Alpha
and Composite Reliability of all variables > 0,70, so it‘s concluded that all construct
indicators were reliable or met reliability test of Hypothesis Results Test
C. Goodness of Fit Test
PLS path modeling also can identify global optimization criteria to determine the
goodness of fit of the model like CB-SEM. According to PLS-SEM structure, every part of
the model requires validations of measurement model, structural model and overall model.
For PLS path modeling, there are three different fit indexes, which are communality index,
redundancy index and Goodness of Fit (GoF) index (Ghozali, 2008). Because the
recommended communality value = 0,50 (Fornel and Lareker 1981) and R Square Small
value = 0,02, Medium = 0,13 dan Large = 0,26 (Cohen 1988 in Ghozali 2015), so Goodness
of Fit small value = 0,10, medium value = 0,25 and big value = 0,36.
Table 3 shows that the Goodness of Fit value is 0,703. Based on rule of thumb of GoF >
0,36, it ‘s in the GoF Large category. Therefore, the GoF value of this research model is in
the category of GoF Large.
Table 3. The Result of Goodness of Fit Test
Variable
Usefulness
Ease of Use
Trust
Risk
External Influence
Attitude
Intention to Use
Use Behaviour
Mean
GoF

R Square
0,633
0,800
0,767

0,759
0,726
0,625
0,718

Communality
0,724
0,662
0,610
0,660
0,581
0,626
0,641
1,000
0,688
0,703

D. Hypothesis
Hypothesis test was performed using SmartPLS 3.0 and the result is shown in tables 4 and
5 below.
Table 4. The Result of H1 and H2 Hypothesis Test
Hypothesis
H1a
H1b
H1c

H2a

H2b

Independent
Variable
Ease of Use
External Influences
External Influences
Trust
Risk
External Influences
Usefulness
Ease of Use
Trust
Risk
Usefulness
Attitude
Risk
External Influences

Dependent
Variable
Usefulness
Ease of Use
Trust

Attitude

Intention to Use

Path
Coefficient
0,476
0,347
0,424
0,504
-0,330
0,585
0,146
0,332
0,346
-0,126
0,168
0,281
-0,189
0,291

T-Value
8,087***
5,607***
10,934***
13,050***
7,568***
13,810***
3,946***
6,161***
6,660***
2,653***
3,798***
5,109***
3,940***
5,015***

Table 5. The Result of H3 Hypothesis Test
Hypothesis

H3a

H3b

Note : *****

Independent
Variable
Usefulness
Ease of Use
Trust
Risk
Usefulness
Attitude
Risk
External Influences

Dependent
Variable

Attitude

Intention to Use

Moderating Variable
Age
Gender
T-Value
T-Value
0,809

0,233

3,238*

0,071

0,681

0,321

2,083*

0,117

0,171

0,687

0,252

1,053

1,162

1,336*

1,368*

1,472*

significant at confidence level 99,5%

****
significant at confidence level 99%
***
significant at confidence level 97,5%
** significant at confidence level 95%
*
significant at confidence level 90%

II. CONCLUSION AND SUGGESTION
This study was aimed to determine the adoption of Telkomsel e-money, which is T-Cash,
and determine variables influencing the adoption. Based on the result of the discussion of
empirical data and hypothesis test in the previous chapter, the following is concluded:
1. Based on descriptive analysis, it‘s determined that T-Cash users gave adequate / moderate
assessment on variables Usefulness (64,55%), Ease of Use (64,13%), Trust (65,20%),
Risk (55,97%), External Influences (65,79%), and Attitude (65,49%) and only variable
Risk was below 60%.
2. Variables influencing e-money adoption in T-Cash users in Indonesia were investigated
through variables influencing Intention to Use in Modified MPTAM model. Based on the
result of hypothesis test, the variables influencing e-money adoption were Usefulness,
Ease of Use, Trust, Risk, External Influences, and Attitude. The most influential variable
on Attitude was variable Trust with path coefficient value of 0,346. Variable Risk was the

variable with the smallest influence on Attitude with path coefficient value of – 0,126.
The most influential variable on Intention to Use was variable External Influences with
path coefficient value of 0,291, only differing slightly from variable Attitude, which was
on the second position with path coefficient value of 0,281, and the least influential
variable was Usefulness with path coefficient value of 0,168.
3. Variables which moderated independent variables (Attitude and Intention to Use) on the
adoption ofTelkomsel e-money, i.e. T-Cash in Indonesia, were tested by multigroup
analysis. The result of the hypothesis test is as follows:
a. Independent Variable Attitude:
Variables influencing Attitude were Usefulness, Ease of Use, Trust, and Risk. Moderating
variable Age moderated variable Ease of Use, in which the impact was greater on old age
group. Moderating variable Age also moderated variable Risk, in which the impact was
greater on young age group. Variable Age couldn‘t moderate variables Usefulness and
Trust. Moderating variable Gender couldn‘t moderate variables (Usefulness, Ease of Use,
Trust and Risk) influencing Attitude
b. Independent Variable Intention to Use
Variables influencing Intention to Use were Usefulness, Attitude, Risk, and External
Influences. Moderating variable Age moderated variable External Influences, in which
the impact was greater on young age group. Variable Age couldn‘t moderate variables
Usefulness, Attitude and Risk. Moderating variable Gender moderated variable Risk, in
which the impact was greater on male gender group. Variable Gender also moderated
variable External Influences, in which the impact was greater on male gender group.
Variable Gender couldn‘t moderate variables Usefulness and Attitude, which influenced
Intention to Use
4. The model in this study was Modified MPTAM model, which has R-squares values of
0,633 for Usefulness, 0,800 for Ease of Use. 0,767 for Trust, 0,759 for Attitude, 0,726 for
Intention of Use and 0,625 for Use Behavior and Goodness of Fit of 0,703. The values
and GoF are in strong or substantial model category. Therefore, Modified MPTAM model
could predict Telkomsel users‘ Attitude and intention to Use on T-Cash through variables
Usefulness, Ease of Use, Trust, Risk, External Influences, and Attitude.
Today, there are two types of e-money circulated inIndonesia based on money storage
media: (1) e-money which uses server as the money storage media; and (2) E-money which
uses chip planted in card as the money storage media. This study used T-Cash as the research
object, where the money storage media is server, so the following suggestions are only
suitable for e-money which uses server as the money storage media.
This study used T-Cash which uses server as the money storage media, but there is
another e-money type which uses chip planted in card as the money storage media. So, beside
moderating variables Age and Gender, moderating variable money storage media may be
added.
E-money providers often promote their products using discounts for purchase of certain
goods and services to increase the usage of e-money, so it may be used as an additional
variable in future studies.
E-money can‘t immediately be used, there should be several facilitating conditions, such
as: availability of merchants who support payment by e-money, availability of system for
loading e-money, availability of e-money instruments. Transaction process using can be
obstructed or inapplicable if one of the above can‘t be fulfilled. So variable Facilitating
Condition can be considered for additional variable in future studies.
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Factors Affecting Consumers’ Decision Toward Kios Tiket Mandiri
Adoption in Purchasing Train Tickets in Indonesia
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Abstract. Recently, the information communication technology has been developed very fast. It has been
implemented in many area of business including in business transaction such as e-payment. One of the epayment which has been developed is Kios Tiket Mandiri or KTM. KTM is a self-service electronic payment
machine provided by PT Finnet Indonesia for train ticket sales service at several stations in Indonesia. In
providing this KTM service, PT Finnet Indonesia has spent quite high investment, but adoption of KTM service
by customers is still low. Therefore, this study tries to identify and test the factors considered by train
passengers during adopting KTM service. Identified factors can be used to motivate the customers and
prospective customers to use the KTM once they need a train ticket. This study uses a modified unified theory of
acceptance and use of technology 2 (UTAUT2) model [1] approach in which the independent variables are
Performance Expectancy, Effort Expectancy, Social Influence, Facilitating Condition, Price Value, Habit and
Trust, while Behavior Intention is intervening variable, and Behavior to Use is a dependent variable. The study
also examines the variables of Age and Gender as moderating variables. The main data were collected by using
valid and reliable questionnaire distributed purposively in 3 train stations, namely station Bandung, Pasar
Senen and Gambir Jakarta. This study was able to collect data from 400 valid respondents which were analyzed
by using partial least square (PLS). This study found that Performance Expectancy was the most influential
variable to Behavioral Intention with the path coefficient value of 0.48, second variable was Social Influence
with the path coefficient value of 0.22, Effort expectancy with the path coefficient value of 0.14, Price Value
with the path coefficient value of 0.13, Habit with the path coefficient value of 0.13, Facilitating Condition with
the path coefficient value of 0.08, and Trust with the path coefficient value of 0.08. Based on the findings, this
study suggests PT. Finnet to make the customers and prospective customers find that KTM is useful by make
them easy to get train ticket, does not let them queuing. Making the customers want to motivate people around
them want to use KTM is another effort to do since Social Influence is the second biggest influential factor after
Performance Expectancy.

Keywords. KTM; Train Station; Ticket; Modified; UTAUT2; Indonesia.

I. INTRODUCTION
Advances in technology have an impact on social change in community. Consumers that
have been facilitated by the technology become communities who want to try something new
by following the technology trends growing continually. The technological advance in the
payment system is in line with the needs of consumers, in which technological developments
in the field of information and communication have an impact on non-cash payments with the
emergence of new innovations. Competition in the payment industry is forcing companies to
constantly innovate with services, solutions or new products in order to always survive in the
competition and hope to grow sustainably.
In a constantly evolving business environment, the only thing that remains is change
itself. Companies must be able to manage change effectively, continuously adjust the
bureaucracy, strategy, systems, products and culture, in order to withstand the shocks and to
grow due to the strength that is able to cut the competition.
The company's strategy to increase revenues can be done in various ways, one of which is
innovating products. The consequence of innovation is the increased cost. This way is carried
out in order that the company can continue to keep up with technology, and can significantly
increase the company's revenue.

One of the lines of business that currently becomes a trend and grows continuely is train
ticket sales business, where the trend of train passengers continues to increase from year to
year as showed by the Train Annual Report 2014 [2] in Table 1.
Table 1: Volume of Passenger Transportation
Description

Unit

2012

2013

2014

Passenger

Million Passengers

202.88

221.73

279.52

Jabodetabek Passenger

Million Passengers

134.09

158.34

208.49

Non-Jabodetabek Passenger

Million Passengers

68.79

63.38

71.03

Thiscertainly becomes a business opportunity for e-payment company, in which until now
no e-payment has touched passengers in stations directly, the development of ticket sales
which is currently carried out by various companiesonly focuses on outside of the train
station, so that passengers who buy tickets through the station seem to be neglected and are
only serviced by the Indonesian Railways Corporation as indicated byTrain ticket sales report
through the countersin the stations in April 2015 [3], in Table 2 below.
Table. 2 The number of ticket sales transactions through the counters of KAI stations

No

Station

1

Pasar Senen

2
3

Station Counter Transaction in April
2015
Daily
Weekly
Monthly
Transaction Transaction
1.014

7.101

30.420

Bandung

940

6.583

28.200

Gambir

913

6.392

27.390

4

Surabaya Gubeng

603

4.218

18.090

5

Yogyakarta

565

3.954

16.950

6

Solo Balapan

413

2.894

12.390

7

Cirebon

304

2.130

9.120

8

Semarang Tawang

275

1.926

8.250

9

Surabaya Pasar Turi

271

1.895

8.130

10

Purwokerto

245

1.713

7.350

11

Madiun

157

1.102

4.710

12

Jember

152

1.062

4.560

This report shows that there are still many Train passengers who choose to buy tickets
directly through the Train Station. This is a great opportunity for e-payment business. PT
Finnet Indonesia in cooperation with Kereta Api Indonesia (KAI) conducts payment business
development in the Train Station by launching a product that can serve ticket purchases
directly and independently without any help of the train officers. This product is named Kios
Tiket Mandiri or shortened to KTM. By using KTM, the passengers do not have to wait for
the counter to be opened, because it can serve 24 hours. KTM accepts payments in cash and
alsoaccepts payment through debit cardsof all banks. KTM can serve tickets purchase at one
hour before the train departs, in whichsuch a service was previously only done through the
countersof Train Station.

KTM is a new technological breakthrough in e-payment, especially in Indonesia, but this
has notbeen accepted fully yet by consumers, especially train passengers. Some adjustments
may need to be made and consumers should familiarize themserlves with its use, in which
they were always served and now they have to serve themselves. From this background, the
researcherstry to find out some factors that may influence behavioral intention and Behavior
to Use among passengers in using KTM in Train tickets purchase. Based on the Unified
Theory of Acceptance and Use of Technology (UTAUT) 2 from Venkatesh [1], a new
modified UTAUT 2 models proposed on KTM adoption. The purpose of this study is to
propose a model to predict behavior of customers toward KTM in Indonesia.
II. MODIFIED UNIFIED THEORY
TECHNOLOGY (UTAUT) 2

OF

ACCEPTANCE

AND

USE

OF

Based on the phenomena alreadydescribed above, the researchers have conducted a
review of several theories about the adoption of technology. Technology adoption theory is
divided into nine theories and each theory is interconnected to one another. One theory often
emerges due to the existence of previous theories, or the development of the previous theory
[4]. Approach methods to understand the adoption of a technology by user are: Theory of
Reasoned Action (TRA), Theory of Planned Behavior (TPB), Technology Acceptance
Model(TAM), Motivational Model (MM), Combined TAM – TPB (C-TAM-TPB), Model of
PC Utilization (MPCU), Innovation Difution Theory (IDT), Social Cognitive Theory (SCT),
Unified Theory of Acceptance and Use of Technology (UTAUT). UTAUT hasthe
highestpredictive power with R2 = 70% compared with eight previous theories that only have
R2 between 17-53% [4] Regarding the results of literature reviews on the nine theories, the
researchers decide to use UTAUT2 theory. There searchers choose to use this model because
the model has the greatest predicted power compared with eight other theories.
In the application of the model in every region has different results - different in this case
depends on many factors. One model that can be implemented in the country may not be
directly applicable in other countries due to characteristics customers, social and economic
backgrounds. Indonesia has customers' characteristics, socially and economically very
different from other countries [5]. As the study found some findings while doing observation
of interviews with business operators in this regard with officials of Railways Indonesia and
with some customers Railways associated with purchasing tickets through the service KTM,
researchers found that required the addition of a variable that is variable Trust in the model
UTAUT2. Therefore, this study used a modified UTAUT2. The level of trust in the
transaction with the new technology affects the intention to adopt Ticket Booking services
via KTM. Someone would prefer to use self-service technology if the service is perceived can
help simplify their work, ease of use, fun, and not at risk, and control [6].
Moderator variables in this study only involved Age and Gender, by not including the
Experience. Due to this research data collection is only done in a period of time, and is not a
longitudinal study, therefore, experience is not included in the model. In a previous study by
Indrawati [7] on the acceptance of 3G mobile multimedia services involved moderator
variables Age and Gender. Moderator variables can increase the value of the prediction
model, therefore this study only includes Age and Gender as moderating variable.
Variable Performance Expectancy has positive significant influence customer to many
service in Indonesia, such as 3G multimedia services [5]. The influence of Performance
Expectancy to Behavioral Intention varied to Age and Gender, research Venkatesh et al. [8]
found that the effect is more significant in younger men.

Adopted form Venkatesh et al [8], this study defines Effort Expectancy as the level of
convenience associated with the use of KTM service. The results of the study of Venkatesh et
al [8] found that Effort Expectancy has a positive effects on Behavioral Intention. The effect
of Effort Expectancy to Behavioral Intention is moderated by Age and Gender. The effect is
more significant to older women. Effort Expectancy has positively influenced to the
Behavioral Intention of consumers toward the use of 3G multimedia services [9].
This study defines Social influence as the extent an individual perceives that the other
person who is considered important influence someone in using the new system. According
Muhayiddin et al [10] Social influence is the extent to which individuals perceive others,
especially those that are considered important for the individual, convinced that he should use
the technology or the new system. Social influence positive effect on Behavioral Intention
[1,8,11,12].
This study defines Facilitating Conditionas as the extent to which an individual believes
that the organization and technical infrastructure exist to support the use of the system [8].
According Muhayiddin [10], Facilitating Condition is the degree to which an individual is
convinced that the organization and technical structures exist and will support the use of new
technology and system. Facilitating Condition positive effects Behavioral Intention [1,8,11].
Facilitating Condition positively affects actual use / use Behavior [1,8]. Age and gender
factors are moderating the effect of Facilitating Condition on Behavioral Intention and use
Behavior [1,8].
This study defines Habit as a perception that reflects the results of previous experiences.
Based on previous research reviewed by Venkatesh et al [1] Habit is an automatic action that
occurs based on the level of experience they have. Venkatesh et al [1] also proved that Habit
positively affects Behavioral Intention and use Behavior whichis moderated by age and
gender.
This study defines Price Value as a consumer cognitive exchange between the perceived
benefits over the use and the monetary cost to use it [1]. Price Value becomes positive when
the perceived benefit of technology use is higher than the monetary costs. Venkatesh et al [1]
have proved that Price Value is an important factor in determining the acceptance and use of
technology who‘s the effect is moderated by age and gender.
This study defines the Trust as an indicator of an individual in deciding to use a new
system. According Koufaris [13], indicators of trust include: ―trustworthy, keep the best
interest, keep the promises and commitment, believe the information provided and genuinely
concerned‖. Mayer et al. in Koufaris [13] defined trust as " the willingness of a party to be
vulnerable to the actions of another party based on the expectation that the other will perform
a particular action important to the trustor, irrespective of the agility to monitor or control that
other party ". Morgan and Hunt in Huang and Wilkinson [14] stated that trust will exist when
one party is confident that the partners are reliable and have integrity. In line with these
opinions Lewicki, et al in Bart, Shankar, Sultan, and Urban. [15] state that trust ―implies a
party‘s willingness to accept vulnerability but with an expectation or confidence that it
can rely on the other party". Some opinions above illustrate that trust can be obtained if a
person has the self-confidence towards the reliability and integrity of the partner. Considering
the important of trust in using a new system, this study adds Trust as independent variable to
UTAUT2 model.
Besides the addition of independent variable, the researchers also make adjustments
onmoderating variables, which are Age and Gender. Thus, the modified UTAUT 2 model is

composed of 7 independent variables, 2 moderating variables and 1 dependent variable. Fig.
1 is the modified UTAUT 2 proposed in this study.
Performance
expectancy

Effort expectancy

Social influence
Behavioral
Intention
Facilitating
Condition
Use Behavior
Price Value

Habit

Trust

Age

Gender

Fig. 1. Proposed Model based on UTAUT2 model of Venkatesh at al [1]

III. MEASUREMENT MODEL
In testing the modified model as shown in Fig. 1, in this study uses a set of questionnaire
developed in such a way to get content validity, face validity, construct validity, and
convergent validity [4]. In readability test, the questionnaires are given to a people in each
level of educations in the population. Having information that the questionnaire are readable,
the next step is pilot test to prove if the questionnaire fulfills the construct validity and
reliability [16]. For pilot test, this study was able to collect data from 30 respondens from
three different stations, namely station Pasar Senen, Gambir station and Bandung station
which use KTM to buy ticket. This was done following Hair, Black, Babin, Anderson. [17]
who stated that pilot test can use a small convenience sample of respondents, while the size
of samples is also following Levine [18] who stated that when the sample size is 30 and
above the sampling distribution looks approximately normal. The values in the column
labeled Corrected Item-Total Correlation (CITC) should be higher than 0.3 to be considered
valid [17]. Another common score to see the reliability of questionnaire is Cronbach Alpha
(CA). The accepted CA is 0.7 and above [4, 17, 18, 19]. The construct validity and reliability
of the questionnaires were analyzed using SPSS software. The results of the pilot study in this
research as shown in Table 3 which revealed that all the items and variables of questionnaires
fulfill the requirements of validity and reliability.
Table 3. Validity & Reliability Test Result
Construct
Performance Expectancy

Indicator

CIT C

PE1

.941

PE2

.947

PE3

.904

CA

.955

Effort Expectancy

Social Influence

Facilitating Condition

Price Value

Habit

Trust

Behavioral Intention

Use Behavior

PE4

.834

PE5

.771

PE6

.799

EE1

.943

EE2

.952

EE3

.953

EE4

.939

EE5

.941

EE6

.945

EE7

.954

SI1

.820

SI2

.827

SI3

.822

SI4

.879

SI5

.874

SI6

.854

FC1

.799

FC2

.798

FC3

.817

FC4

.841

FC5

.860

PV1

.824

PV2

.855

PV3

.827

H1

.772

H2

.860

H3

.883

T1

.950

T2

.951

T3

.947

T4

.945

T5

.940

T6

.945

T7

.948

BI1

.910

BI2

.887

BI3

.883

BI4

.879

BI5

.904

UB1

.885

UB2

.788

UB3

.755

UB4

.765

.954

.870

.855

.915

.884

.954

.912

.844

IV. HYPOTHESIS
Based on the modified UTAUT2 as presented in Fig. 1, the hypotheses of this study are
as shown in Table 4.
Table 4. Hypotheses of the Study
H1a
H2a
H3a
H4a
H4b
H5a
H6a
H6b
H7a
H8a1
H9a1
H8a2
H9a2
H8a3
H9a3
H8a4
H9a4
H8b4
H9b4
H8a5
H9a5
H8a6
H9a6
H8b6
H9b6
H8a7
H9a7
H10

Performance expectancy has positive significant influence to behavioral Intention
Effort expectancy has positive significant influence to behavioral Intention.
Social influence has positive significant influence to behavioral Intention.
Facilitating Conditions has positive significant influence to behavioral Intention.
Facilitating Conditions has positive significant influence to use behavior.
Price Value has positive significant influence to behavioral Intention.
Habit has positive significant influence to behavioral Intention.
Habit has positive significant influence to use behavior.
Trust has positive significant influence to behavioral Intention.
Age affects Performance Expectancy Influence to Behavioral Intention
Gender affects Performance Expectancy Influence to Behavioral Intention
Age affects Effort Expectancy Influence to Behavioral Intention
Gender affects Effort Expectancy Influence to Behavioral Intention
Age affects Social Influence Influence to Behavioral Intention
Gender affects Social Influence Influence to Behavioral Intention
Age affects Facilitating Condition Influence to Behavioral Intention
Gender affects Facilitating Condition Influence to Behavioral Intention
Age affects Facilitating Condition Influence to Use Behavioral
Gender affects Facilitating Condition Influence to Use Behavioral
Age affects Price Value Influence to Behavioral Intention
Gender affects Price Value Influence to Behavioral Intention
Age affects Habit Influence to Behavioral Intention
Gender affects Habit Influence to Behavioral Intention
Age affects Habit Influence to Use Behavioral
Gender affects Habit Influence to Use Behavioral
Age affects Trust Influence to Behavioral Intention
Gender affects Trust Influence to Behavioral Intention
Behavioral Intention has positive significant influence to Use behavioral.

V. DATA COLLECTION, ANALYSIS, AND RESULT
Primary data to test the model were collected from respondents by distributing the
questionnaire offline in three different stations, namely station Pasar Senen, Gambir station
and Bandung station starting from July 1 until August 25, 2016. The three stations are chosen
is based on the uniqueness of each station, which can represent a whole Railway station
throughout Indonesia. Data obtained from 475 respondents with 400 respondents declared to
be valid. The valid data were the respondents who have passed the screening question and
have answered all the questions. The analysis of respondents‘ profiles shows a considerable
difference between young-age under 25 years (31%) and old – age 25 until 65 years (69%)
respondents, male (64%) and female (36%) respondents.
The differenced of respondents‘ profiles for Gender is related to the use KTM, besides
they should already have an ID card they must also be able to use the service KTM where the
use of services like the use of ATM, so that for a child under the age of 16 years will find
KTM difficult to use.
Collected data were analyzed by using Partial Least Square (PLS) with SmartPLS 2.0
software which has two stages, namely assessment of the measurement model and testing of
structural models. The aim of assessment on a measurement model was to make sure that the
items used have the ability to measure the variables with reliable and valid. The tests carried

out using Cronbach's Alpha (CA) as a reliability indicator with the reference value of 0.7,
Composite Reliability (CR) with a reference value of 0.7 and Average Variance Extracted
(AVE) with the reference value of 0.5 [17,18,20].
The values of measurement testing revealed that all the reliability and validity
requirements were fulfilled the requirements. Having the test results that all variables were
valid and reliable, then the next testing stages of PLS is analyzing for Structural Model to get
the value of the path coefficients. The path coefficients and the t-values (from bootstrapping
method in the application tools of SmartPLS 2.0) of each variable are shown in Table 5
Table 5. Path Coefficients and t-Values
Hypothesis

Correlation of Variable

Path Coefficient

t-Value

Level of Significant

Result

H1a

PE --> BI

0.46

2.35

99%

Accepted

H2a

EE --> BI

0.14

2.47

99%

Accepted

H3a

SI --> BI

0.22

1.81

95%

Accepted

H4a

FC --> BI

0.08

3.97

99,9%

Accepted

H4b

FC --> UB

0.08

1.44

90%

Accepted

H5a

PV --> BI

0.13

0.71

90%

Rejected

H6a

H --> BI

0.13

1.35

90%

Accepted

H6b

H --> UB

0.08

2.52

99%

Accepted

H7a

T --> BI

0.08

4.97

99,9%

Accepted

H10

BI --> UB

0.25

8.58

99,9%

Accepted

Based on the results shown in Table 4, it can be concluded that the independent variables
Performance Expectancy, Effort Expectancy, Social Influence, Facilitating Conditions, Habit,
and Trust have positive significant influence on the Behavior Intention. Habit, Facilitating
Condition and Behavior Intention have positive significant influence on the Use Behavior.
Price Value does not have significant influence on the Behavior Intention.
In addition to the direct test of independent variables to the dependent variables, this
study also tested moderating variable, the result of the moderating variables of age and
gender are presented in Table 6.
Table 6. Results for Moderation Variables
Age

Gender

Correlation
of Variable

t-Value

Result

t-Value

Result

PE --> BI

0.360

Rejected

0.407

Rejected

EE --> BI

0.590

Rejected

0.840

Rejected

SI --> BI

0.579

Rejected

1.198

Rejected

FC --> BI

0.574

Rejected

0.723

Rejected

FC --> UB

0.004

Rejected

2.003

Accepted

PV --> BI

1.557

Rejected

1.184

Rejected

H --> BI

1.369

Rejected

2.654

Accepted

H --> UB

1.156

Rejected

0.460

Rejected

T --> BI

0.306

Rejected

0.766

Rejected

Based on Table 6, it can be seen that age does not moderate the relationships of the
variables in the model while gender only moderate the influence of Facilitating condition to
Use Behavior, and the influence of Habit to Behavioral Intention.
VI. CONCLUSIONS & SUGGESTIONS
This research‘s model reveals R-squares for Behaviour Intention of 0.40 which means
that the variables used in the model affect 40% of customer Behaviour Intention toward KTM
while the remaining (60%) is influenced by other variables outside of this study. The Rsquares for Use Behaviour is 0.34 which means that the variables used in this study affect
34% of customer toward using KTM while 66% is influenced by other variables outside of
this study. Thus the power of Modified UTAUT2 models to predict the intention and use
behavior of customers toward KTM Service is only average.
Suggestion for PT. Finnet Indonesia
Based on the result of this research which indicate that for customer Performance
Expectancy and Effort Expectancy are the two most important variable, therefore PT Finnet
Indonesia needs to add more complete information about KTM, such as how to use, the
benefits and functions of each menu. This should be done during customers are using the
KTM service. Based on the result of observation done by this study, no officer can escort the
customer directly to use the KTM without anxiety.
Suggestions for Further Study
This study reveals that the variable behavioral intention has only R square of 40%,
meaning that 60% of the behavioral intention is explained by other variables which are not
examined in this study. Variable use behavior has only R square of 34%, meaning that 66%
is explained by other variables which are not examined in this study. Thus this study suggest
to add or find other variables might influence the behavior, such as awareness, switching
cost, and user satisfaction. It is hope that further research can better explain behavioral
intention and use behavior to adopt KTM Service.
This study uses a Modified UTAUT 2 model by using age as moderation varieble with
the number of users in the age group "Adult" has a larger composition than users in the age
group "Youth", to expand the representativeness and balance of the group it is hope that in
the future research the number of people in each group should be balanced.
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Abstract. Internet user penetration in Indonesia continued to grow and now over 88.10 million, or more than
34.90% of the total population in Indonesia(APJII, 2015). APJII’s survey showed that the most favorite places
to access the internet is from home. XYZ, a local telco company, exert all efforts in order to revive the fixed line
business through the launch of triple-play product which is product bundling packages connected by optical
fiber consisting of a high-speed internet services, fixed phone and interactive TV. Triple-play product is a new
product launched in early 2015. However, due to its fault report numbers continue to rise, customers were
suspected have not been satisfied and have not felt a good service quality. Based on Grönroos's Service Quality
Model, the service quality as perceived by customer has three dimensions : functional, technical and image.
This study aims to look at how the influence of the service quality of triple play product on customer
satisfaction. The research data obtained directly from respondents by online questionnaires, were distributed
via e-mail to customers in Balikpapan, the number of valid respondents who filled out a questionnaire, were
400. SEM (Structural Equation Modelling) were employed to analyze the data, with help of SmartPLS 2.0.
Results indicate that functional quality and technical quality have positive and significant influence on image.
Functional quality, technical quality and image have positive influence on service quality. Service quality and
image have positive and significant influence on customer satisfaction. This research is an empirical evidence in
the use of Grönroos’s models to explain the influence of service quality on customer satisfaction.

Keywords. service quality; customer satisfaction; triple-play.

I.

INTRODUCTION

A survey conducted by the Association of Indonesian Internet Service Provider (APJII),
revealed that the penetration of Internet users in Indonesia continued to grow and by 2014 had
reached 88.1 million, or approximately 34.9% of the total population in Indonesia. This
number was grew 6% from the previous year. The most favorite place to access the internet is
from home (APJII, 2015: 24-26).
XYZ, a telco company, reached an excellent financial performance throughout 2014,
segment data, Internet and IT had the highest growth. XYZ also has assets in the fixed line
business unit which has the potential opportunity for substantial growth. Companies exert all
efforts in order to revive the fixed line business through the launch of triple-play product
which is product bundling packages connected by optical fiber consisting of a high-speed
internet services, fixed phone and interactive TV.
XYZ aggressively develop the infrastructure of fiber cable to the home (FTTH), with its
focus on monetization fiber cable homes-passed. Fiber optic is a latest and advanced
technology in transmitting data and are used in fixed broadband services, which has many
advantages of copper wires or coaxial, among others : (a) Fiber optics is able to transfer data
much faster, (b) The speed of fiber optics is much more stable, (c) Fiber optics are more
resistant to weather conditions such as lightning strikes and electromagnet disturbances.
XYZ has seven territory division, one of its divisions has the highest proportion of fiber
subscribers. In one of the cities in that division, the number of complaints reported tends to
increase. Suspected cause is customer satisfaction and quality of service, not good enough.

So far the measurement of quality of service is more focused on functional aspects
(delivery process) or on how to serve. SERVQUAL instruments are widely used by
researchers. Meanwhile, according to Grönroos (1982 , 2007), quality of service perceived by
the customer has three dimensions : functional dimensions (or process), the dimensions of
technical (or outcome) and the dimensions of corporate image (image). Image serves as a
filter for the individual in the perception of service quality.
Furthermore, Richard and Allaway (1993), quoted from Kang and James (2004), argued
that utilizing only functional quality attributes to explain and/or predict consumers‘ behavior
might be a misspecification of service quality and have low predictive validity.
Hence the current study will research the influence of the service quality of triple play
product on customer satisfaction.
To do this we employed Grönroos‘s service quality models to achieve research
objectives.
II. THEORETICALBACKGROUND
A.Service
Kotler and Keller (2016: 422) explains that a service is any act or performance which one
party can offer to another that is essentially intangible and does not result in the ownership
of anything. Its production may or may not be tied to a physical product. Services
components can be small or large part of the total offer.
Lovelock, Patterson & Walker (2004) in Tjiptono & Chandra (2016: 11), suggests a
perspective of "service" as a system. In this perspective, any service business is seen as a
system consisting of two main components: (1) a service operation where the input and
processed product elements created services; and (2) delivery of services where the elements
of service products are assembled, completed and delivered to the customer. Some of these
systems visible or known to customers (often called front office), while others are not visible
or is not even known to exist by the customer (back office).
B.Service Quality (Quality of Service)
Lewis & Bloom (1983) in Tjiptono & Chandra (2016) defines the quality of services as a
measure of how good the level of services rendered capable accordance with customer
expectations. So the quality of services can be realized by fulfilling the needs and desires of
consumers and delivery accuracy in balancing the expectations of customers. Thus, there are
two main factors that affect the quality of services, namely : expected service (services to be
expected) and perceived service (services perceived) (Parasuraman et al, 1985). Quality of
service (service quality) can be determined by comparing between the perceptions of
customer for services that obviously they received / obtained and the actual services they
expect / want to attribute of a company. If he/she receives as expected, then the perceived
service quality is good and satisfactory, if the services received exceed the expectations of
consumers, the perceived service quality is superb. Nevertheless, if the service received is
lower than expected, then the perceived quality of services is poor.
Parasuraman et al (1988), said that there are five main dimensions are structured as
follows :
1.
2.

Reliability : The ability to perform the promised service dependably and accurately.
Responsiveness : The willingness to help customers and provide prompt service.

Assurance : The knowledge and courtesy of employees and their ability to convey trust
and confidence.
4. Empathy : The provision of caring, individualized attention to customers.
5. Tangibles : The appearance of physical facilities, equipment, staff, and communication
materials.
Lehtinen and Lehtinen (1991) in Tjiptono and Chandra (2016), proposed two dimensions
of service quality, namely: process quality (a factor which evaluated the customer during the
service delivered) and the output quality (factors that are evaluated after the service is
delivered). Also distinguished between physical quality (related to the product and its
supporters), interactive quality (related to the interaction between customer and service
provider), and corporate quality (related to the company's image). Grönroos (1982, 2007),
describes three dimensions of service quality are almost identical, namely : outcome-related
(technical quality), process-related (functional quality), and image-related dimensions.
C.Customer Satisfaction
3.

In a literature review of customer satisfaction conducted by Giese and Cote (2000) in
Tjiptono & Chandra (2016), they identified 20 reference definitions in customer satisfaction
research over 30 years of period. Although definitions vary (some of which are mutually
inconsistent with each other), they have found similarities in terms of three main components
: (1) customer satisfaction is a response (emotional and cognitive); (2) The response
regarding a particular focus (expectations, product, consumption experience, and so on); (3)
response occurs at a specific time (after consumption, after the selection of products /
services, based on the accumulated experience, and others). In short, customer satisfaction
consists of three components : a response regarding a particular focus specified at a particular
time.
D.Research Model
Based on earlier research that based on Grönroos's service quality model (Grönroos,
1984, 2007) and the study of Kang and James (2004) as well as Zaibaf et al (2013), the
quality of service perceived by customers has three dimensions :
functional (or process), technical (or outcome) and image.

Figure 1. Research Model

Dimensional image serves as a filter for the individual in the perception of service
quality.
Discussions with five business players were also conducted to look opinions and
agreements that in the context of Grönroos's service quality model, three dimensions
(functional, technical and image) would have positive and significant influence on service
quality and customer satisfaction.
Therefore in this study will be examined the hypothesis as follows :
H1 : functional quality have positive and significant influence on image ; H2 : technical
quality have positive and significant influence on image ; H3 : functional quality have
positive and significant influence on service quality; H4 : technical quality have positive and
significant influence on service quality ; H5 : image have positive and significant influence
on service quality ; H6 : service quality have positive and significant influence on customer
satisfaction ; H7 : image have positive and significant influence on customer satisfaction.
The research framework is implemented in this study can be explained in the Fig. 1.
III. METHODOLOGY
A.Participants
Participants were the customers of triple-play products who are already have subscribed
for at least one month in Balikpapan City. Participant in this study were 400 respondents with
the following characteristics : 75.75% were male ; 64.75% were married ; 48.5% have
role/status in family as father, 67.25% have a diploma or a bachelor degree and 38% have as
many as Rp. 305.000,- until Rp. 500.000,- for telecommunication‘s budget per month
B.Instrument
The primary data in this study were obtained directly from respondents using
questionnaires.
Operationalization of variables in this study refers to Grönroos's service quality models :
functional quality, technical quality and image. As well as the latent variable customer
satisfaction. Functional quality translated from SERVQUAL instrument (Parasuraman et al,
1994), namely: Reliability (5 items), Responsiveness (4 items), Assurance (4 items),
Empathy (4 items), Tangible (4 items). Technical quality translated at 3 item in question
(Kang & James, 2004). Image translated at 8 item in question (Kang & James, 2004).
Service quality translated at 3 item in question (Tjiptono et al, 2004), and customer
satisfaction translated at 8 item in question (Kang & James, 2004).
C.Validity and Reliability Test
According to Indrawati (2015: 149), to exercise the convergent validity test of the
instrument, inter-item correlation coefficient (corrected item-total correlation or CITC) could
be used. Guilford (1956) in Indrawati (2015) suggest a correlation coefficient of at least 0.4.
In this study, validity and reliability test conducted on June 1, 2016 via online
questionnaire, by taking a sample of 60 respondents. Using SPSS, convergent validity were
tested by calculating the correlation coefficient then compared with Rtable. From the
convergent validity test results, it is known that the correlation coefficient between items for
each of the variables : Functional Quality (Reliability, Responsiveness, Assurance, Empathy,
Tangibles), Technical Quality, Image, Customer Satisfaction and Service Quality, have a

value greater than 0,4 (see Table 1). These can be concluded that the entire item in questions
meets the convergent validity criteria.
Table 1. Validity Test
Variable

Code

Corrected itemtotal
correlation

FUNCTIONAL QUALITY
a. Reliability
RL1
RL2
RL3
RL4
RL5
b. Responsiveness RS1
RS2
RS3
RS4
c. Assurance
AS1
AS2
AS3
AS4
d. Empathy
EM1
EM2
EM3
EM4
EM5
e. Tangibles
TA1
TA2
TA3
TA4

0.758
0.774
0.743
0.719
0.590
0.688
0.700
0.769
0.827
0.773
0.708
0.628
0.666
0.716
0.722
0.726
0.733
0.760
0.595
0.712
0.612
0.537

Variable

Code

TECHNICAL
QUALITY

TQ1
TQ2
TQ3
IMAGE
IM1
IM2
IM3
IM4
IM5
IM6
IM7
IM8
IM9
IM10
CUSTOMER
CS1
SATISFACTION CS2
CS3
CS4
CS5
CS6
CS7
CS8
SERVICE
SQ1
QUALITY
SQ2
PERCEPTIONS SQ3

Corrected itemtotal
correlation
0.716
0.625
0.746
0.701
0.758
0.758
0.725
0.758
0.808
0.713
0.529
0.774
0.728
0.806
0.829
0.819
0.801
0.841
0.869
0.865
0.845
0.845
0.789
0.845

In this study, the reliability test were calculated using Cronbach Alpha, which is the most
common technique. The value of Cronbach Alpha must be greater than 0.70, which indicates
that the questionnaire had a pretty good level of reliability, this theory refers to Hair et al.
(2010), Kaplan and Saccuzzo (1993: 126), Nunnally & Bernstein (1994), Pedhazur &
Pedhazur (1991); in Indrawati (2015: 155). Cronbach Alpha‘s calculation results for each
variable using SPSS software shown in Table 2.
The results indicate that the Cronbach Alpha value of each variable greater than 0.70, it
could be concluded that the measuring instrument in this study is reliable or meet reliability
criteria.
Table 2. Reliability Test
Dimension/ Variable

Cronbachs Alpha

Composite Reliability

Reliabilty

0,925

0,944

Responsiveness

0,902

0,932

Assurance

0,906

0,934

Empathy

0,931

0,948

Tangibles

0,890

0,924

Functional Quality

0,972

0,974

Technical Quality

0,862

0,917

Image

0,961

0,966

Service Quality

0,93

0,955

Customer Satisfaction

0,973

0,978

D. Data AnalysisTechnique
Data were analyzed using Structural Equation Modeling/SEM, type: SEM-PLS (partial
least square). There are two test stages : (a) Testing of Measurement Model (Outer Model)
and (b) Testing of Structural Model (Inner Model). The study hypothesis was tested by
evaluating the structural model, by looking at the significance relationship values between
the variables or to predict causal relationships between variables; it is performed by
bootstrapping procedure with SmartPLS 2.0. Then will be obtained value of t (t-test) and
compared with compared with t-table. If the t-test > ttable, then H0 rejected and H1 accepted.
Otherwise, if t <ttable, then H0 accepted and H1 rejected.
IV. RESULTS
A.Descriptive Analysis
Respondent‘s perceptions to the variables/dimensions which were measured, are
described in the Table 3 as follows :
Table 3. Scores and R-Square
Dimensions/ Variable Score % Category R Square
Functional Quality
-Reliability
-Responsiveness
-Assurance
-Empathy
-Tangibles
Technical Quality
Image
Service Quality
Customer Satisfaction

62,93%
67,03%
72,24%
66,66%
72,78%
68,18%
73,20%
68,77%
70,08%

Moderate
High
High
High
High
High
High
High
High

0,661
0,785
0,867

Based on Table 3, we know that respondents gave ratings "moderate" on reliability (62.93%),
and "high" to: responsiveness (67.03%), assurance (72.24%), empathy (66.66%) and
tangibles (72.78%). Furthermore, the majority of respondents gave ratings of "high" on the
variables: technical quality (68.18%), image (73.20%), service quality (68.77%) customer
satisfaction (70.08%).
B.Result of the measurement model test (outer model)
In this study, statistical tests employed using SmartPLS 2.0 software. Testing method use
two phases approach, the first phase focused on testing the measurement model (outer model)
and the second phase focused on testing the structural models (inner model).
Outer models done by assessing the validity and reliability representing each construct.
Validity and reliability test was calculated using SmartPLS 2.0 , the number of respondents
was 400. In these tests, loading factor, AVE, Communality, Cronbach's Alpha, and
Composite Reliability will be shown.

Figure 2. The result of structural equation model test
Validity test results obtained the value of the whole outer loading indicators that were
resented in the statement item have a value greater than 0.70. While the value of Average
Variance Extracted (AVE) of all variables > 0.50 and communality values > 0.5 . So it can
be concluded that all the indicators and variables fulfilled the convergent validity test (See
detail in table 4).
Table 4. Validity test result
Variable

Dimensions

Indicator Outer AVE Commu
nality
Functional Reliability
RL1
0.911 0.771 0.771
Quality
RL2
0.894
RL3
0.887
RL4
0.874
RL5
0.82
Responsiveness RS1
0.852 0.774 0.774
RS2
0.874
RS3
0.908
RS4
0.883
Assurance
AS1
0.896 0.781 0.781
AS2
0.908
AS3
0.854
AS4
0.876
Empathy
EM1 0.894 0.784 0.784
EM2 0.906
EM3 0.914
EM4 0.895
EM5 0.816
Tangibles
TA1 0.887 0.753 0.753
TA2 0.892
TA3 0.873
TA4 0.817

Variable

Indicator Outer AVE Commu
nality
Technical
TQ1
0.799 0.787 0.787
Quality
TQ2
0.919
TQ3
0.937
Image
IM1
0.859 0.742 0.742
IM2
0.874
IM3
0.842
IM4
0.882
IM5
0.865
IM6
0.9
IM7
0.892
IM8
0.704
IM9
0.897
IM10
0.881
Service
SQ1
0.94 0.877 0.877
Quality
SQ2
0.932
Perception
SQ3
0.938
Customer
CS1
0.82 0.845 0.845
Satisfaction CS2
0.931
CS3
0.914
CS4
0.949
CS5
0.887
CS6
0.952
CS7
0.953
CS8
0.94

The study also did Discriminant Test (Rated Cross Loading), it found that the largest
cross loading is at its constructs formed. It can be concluded that the indicators meet the
criteria of discriminant validity test.
The reliability test of construct variables, revealed that the value of Cronbach's Alpha and
Composite Reliability for all variables constructs were greater than 0.70, which means that
all variables are reliable or meet the reliability test (see Table 5).
Table 5. Reliability test result
Dimensions/ Variable

Cronbach's Alpha

Composite Reliability

Reliabilty
Responsiveness
Assurance
Empathy
Tangibles
Functional Quality
Technical Quality
Image
Service Quality
Customer Satisfaction

0.925
0.902
0.906
0.931
0.890
0.972
0.862
0.961
0.930
0.973

0.944
0.932
0.934
0.948
0.924
0.974
0.917
0.966
0.955
0.978

C.Result of the structural model test (inner model)
The results test of inner model and hypothesis testing are shown in the table 6.
Table 6. Result of Path Coefficient, Hypothesis Testing and R-Square

V.DISCUSSIONS & CONCLUSIONS
A.Discussions
Based on Table 6 and Fig.2, this study show several important findings as follows :
a.

variable functional quality and technical quality have positive and significant influence on
image. The path coefficient value of functional quality (0.696) higher than technical
quality (0.151). The previous study by Kang and James (2004), concluded the same thing,
that the functional quality and technical quality significantly influence on image, and the
path coefficient value of the functional quality higher than technical quality. Whereas in
the study by Zaibaf, et al (2013), found that functional quality is significantly affect the
image, but the technical quality is not significantly affect the image. Kang and James
examined the mobile phone companies in Korea, while Zaibaf, et al (2013) examined the
hospitality business in Iran. The research objects in this study have a similar
characteristics with the one studied by Kang and James, so the results related of technical

quality variables almost similar. The results support Grönroos theory, that the functional
quality, technical quality have positive and significant influence on image.
b.

variable functional quality, technical quality and image have positive and significant
influence on service quality. The path coefficient values on Image (0.445) is higher than
the functional quality (0.250) and technical quality (0.279). This indicates that the variable
image acts as a filter against functional and technical for the customer's perception of
service quality. This is consistent with a previous study by Kang and James (2004). Kang
and James (2004), concluded the same finding, that the functional quality, technical
quality and image significantly influence service quality. And the path coefficient value of
the image is higher than the functional quality, technical quality. Whereas in the study by
Zaibaf, et al (2013), concluded that the functional quality and image are significantly
affect service quality, but technical quality not significantly affect service quality and
coefficient value of functional quality are higher than the image. The results support the
Grönroos‘s service quality model, that the functional quality, technical quality and image
have a significant effect on service quality, and image acts as a filter.

c.

variable image and service quality have positive and significant influence on customer
satisfaction. In this case the path coefficient value on service quality (0.798) is higher than
image (0,156). Compared with the previous research by James and Kang (2004) and
Zaibaf, et al (2013), this study developed a research model by adding a direct relationship
between image with satisfaction. For research about influence of service quality on
customer satisfaction, in the previous study by Kang and James (2004) and Zaibaf, et al
(2013), both concluded that service quality have positive and significant influence on
customer satisfaction. The results support the theory, that the service quality and image
has positive and significant influence on customer satisfaction.

B.Conclusions
The conclusion that can revealed from the results of this study are as follows :
1.

Based on descriptive analysis known that the functional variable quality, the majority of
respondents gave ratings of "moderate" on reliability and "high" on another dimension,
namely: responsiveness, assurance, empathy and tangibles. Furthermore, the majority of
respondents gave ratings of "high" on the variables : technical quality, image, service
quality and customer satisfaction. This shows the overall customer perception towards
triple-play products provide value "pretty good" to the existing variables in this study.

2.

Based on the result of hypothesis test, (a) functional quality have positive and significant
influence on image with the path coefficient value of 0.696; (b) technical quality have
positive and significant influence on image with the path coefficient value of 0.151. (c)
functional quality have positive and significant influence on service quality with the path
coefficient value of 0.250; (d) technical quality have positive and significant influence on
service quality with the path coefficient value of 0.279; (e) image have positive and
significant influence on service quality with the path coefficient value of 0.445. (f) Service
quality have positive and significant influence on customer satisfaction with path
coefficient value of 0.798; (g) Image have positive and significant influence on customer
satisfaction with the path coefficient value of 0.156.

3.

The model which is used in this study has value of RSquare on research variable as follow
: image 0.661, service quality 0.785 and customer satisfaction 0.867, thus It is concluded
that this model can be used to predict the influence of functional quality and technical
quality on image, service quality and customer satisfaction. Where the functional quality
and technical quality variables influence 66.10% of image variable. Image, functional

quality and technical quality influence 78.50% of service quality variable. Furthermore,
image and service quality influence 86.70% of customer satisfaction variable.
C.Managerial Implications
As for suggestions that may be filed based on the results of research and discussion,
among others, are as follows:
a.

Because of the lowest descriptive value rated by customers is reliability dimension, it is
suggested that the management should more focus on improving reliability (the ability to
provide accurate service since the first without any errors and deliver the service in
accordance with the agreed time).

b.

From the test results, the research model containing : technical quality, functional quality
and image, can be used to measure to the customer's individual perception of service
quality.

c.

From the results of path coefficient value, it can be seen that service quality have more
influence on customer satisfaction, image have more influence on service quality,
functional quality have more influence on image.
Therefore the functional quality variable, needs to raise on higher priority for
improvement so that customer satisfaction will be better.

D.Research Implications
Suggestions for further research, the results of this study indicate that the influence of
functional quality is more powerful than technical quality, it is necessary to do further
research on the object with the type of products / services are different, especially on which
allows customers to assess aspects of technical.
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Abstract. This research is proposed to identify the customer requirements that will support the product
development of XYZ RESTO application. XYZ RESTO is a POS (Point of Sales) system developed by PT. XYZ.
This desktop based application is used in several restaurants and cafés in Bandung. The mix qualitative and
quantitative methods are used in this research to know the XYZ RESTO product further. Moreover, secondary
data obtained from the internal data of PT. XYZ regarding the customer complaints report is used to be
translated into voice of customers. There are several service quality development tools that can assist the
company to track what is the most required aspects of XYZ RESTO as POS system to meet its client’s needs. In
this research, one of service quality tools will be used is Quality Function Deployment (QFD) as this tool will
enable to clarify the customer requirements priority. The House of Quality (HOQ) will be deployed as the tool
of QFD. The result of this research will be examined is what kind of services offered by XYZ RESTO application
need to be kept and enhanced to increase the XYZ RESTO service quality that will meet the customer needs.

Keywords.POS; QFD; service deployment; House of Quality.

I. INTRODUCTION
In digital era, the way serving of business for customers is shifted to computerizationbased. A long service time is considered as a waste that will impact on customer
dissatisfaction. The benefits of using technology also encourage restaurants enterprise to
adapt a system in the daily operations that can help them to increase time efficiency and
effectiveness. There are a lot of benefits that can be obtained as examined by Kimes (2008):
shortening time spent in the ordering process (e.g., handheld terminals), enhancing
processing in food production (e.g., kitchen technology), speeding up the service time (e.g.,
table management systems), providing faster payment (e.g., handheld terminals), shortening
seat turnover or turnaround time (e.g., near field communications and/or table management
systems), and decreasing labor cost (e.g., labor management systems, online reservation
systems and POS integration into online ordering). A researcher found that the first
revolutionizing technology implemented by restaurants, was the well-known POS system
(Koutroumanis, 2011).
POS itself offers a lot of features that consider the information recorded automatically. It
can be a sales record, pricing, products detail, tax information and even tracking a cash
receipt to prevent theft. Ultimately the POS system had a positive effect on service quality
(Koutroumanis, 2011). Nevertheless, some aspects offered by POS still need to be considered
in terms of the cost and also the security. An error is possible to occur in the system. The IT
management of restaurant also needs to know which part is required to be in POS otherwise it
will be costly especially for start-up business. The usage of POS is highly related to service
quality; therefore the restaurant enterprises as the clients along with the POS developers have
to know how to maintain the system so that it will remain suitable with the needs of the
operations process improvement. According to Center for Study Social Policy (2007),
―improving service quality to meet customers‘ standards is an ongoing part of doing
business‖.

The rapid growth of technology development that impact on restaurants has led IT
industry to take part in this opportunity. Moreover, according to KOMINFO (Ministry of
Communication and Informatics) statistical data survey, there are 92% companies from all
sectors that already utilize computer which is all restaurant enterprises that used computer are
including in 86.14% of 92%. PT. XYZ is one of IT companies developing a POS system for
restaurant industry. PT. XYZ also sees the increasing number of restaurants and café as an
opportunity to expand the target market for their IT product. In 2014, total number of
restaurants, cafés, and bars in Bandung is 653 (Statistics of Bandung City, 2015).1 The POS
application developed by PT. XYZ is known as XYZ RESTO. XYZ RESTO itself was
released in late 2015 and it has already been used in some number of restaurants and cafés in
Bandung. The XYZ RESTO offers three different type of POS system: Production Zone,
Human Resource Zone, and Marketing Zone. This POS system is a desktop application based
which needs to be installed manually on every hardware such as PC, laptop, or smartphone.
Furthermore, Bychkov (2013) on Segue Technologies examined that ―updates to the
applications must be applied by the user directly to their installation, and may require
hardware upgrades or other changes in order to work‖. Since XYZ RESTO developed based
on desktop application, the IT technical supports of PT. XYZ need to come to the place to do
application installment whenever the clients want to change or add the hardware.
Considering the cost of POS installment in every hardware platform, usually the
restaurants require customization in order to make the system adjustable to the current needs
of the operations management. Therefore, as an IT Consultant, PT. XYZ, need to prioritize
what features are required the most by the customers since they are offered three different
types of POS system that consisting of several features. As the POS product features offered
by this company have been applied in some cafes and restaurants, it cannot be ignored that
the clients as the customer‘s complaints regarding the POS appeared. According to PT. XYZ
customer complaints record, mostly the system is error because they are late to upgrade the
system. As the XYZ RESTO system is still new, error and system failure still often occur,
requiring PT. XYZ to fix some features for the betterment. Even though XYZ RESTO
already had a good accounting report such as daily transaction report, but there are a lot of
clients who complained that the report can only be opened in PDF format, thus it is hard for
them to edit the data when necessary.
Based on the customer complaint records, PT. XYZ wants to know which parts need to be
enhanced to meet the customer requirements. To deal with this issue, there are several
service quality development tools that can assist the company to track the most required
aspects of XYZ RESTO as POS system to meet its client‘s needs. In this research, one of
service quality tools to be used is QFD. Baba et al (2009) in Prasad et al (2010) examined
that ―QFD is one of the Total Quality Management quantitative tools and techniques that
could be used to translate customer requirements and specifications into appropriate technical
or service requirements‖. The QFD is chosen to analyze the XYZ RESTO because it enables
to clarify the priority of customer requirements to be then implemented into development
stage to enhance the POS system of XYZ RESTO. The information related to the voice of
customers will be gathered through qualitative method which is interviewing the IT managers
of PT. XYZ and secondary data to be translated into customer requirements in QFD.
Previous research regarding POS system for restaurants industry was also conducted by
Sularto et al. (2014) and Cavusoglu (2015). Sularto et al. (2014) conducted an analysis about
customer requirements and technical requirements that are part of QFD to obtain POS system
design to be applied in SME restaurants in Jakarta, Bogor, Depok, Tangerang, and Bekasi
(Jabodetabek). In his paper, the development of POS system planning will be based on the
1http://www.westjavainc.org/wp-content/uploads/2016/04/Kota-Bandung-Dalam-Angka-2015.pdf?bf98dc Retrieved: August 25, 2016

research findings which are focused on accounting function in POS system. Without using
QFD analysis, Cavusoglu (2015) conducted a POS system analysis to know the difference
between the use of Front of House and Back of House POS function in different IT
management levels of U.S restaurants by using descriptive, factor analysis, and independent
sample t-test. Meanwhile, this study will focus on restaurants in Bandung that are clients of
PT. XYZ and already XYZ RESTO POS system.
II. RESEARCH OBJECTIVE



To identify the customer requirements and technical requirements which are parts of
Quality Function Deployment (QFD) as used in House of Quality (HOQ) of XYZ
RESTO in Bandung.
To know which services offered by XYZ RESTO application that is required to be
enhanced by PT. XYZ to meet the requirements of customer using XYZ RESTO in their
restaurants operations management in Bandung.

III. LITERATURE REVIEW
A. Defininition of POS
Point of Sales defined by Collins and Cobanoglu (2008:245) as ―a network of cashiers
and server terminals that typically handles food and beverage orders, transmission of orders
to the kitchen and bar, guest-check settlement, timekeeping, and interactive charge posting to
guest folios‖. POS hardware and POS software are two main components that compose the
POS system.
Since the technology development is rapidly grown, it also impacts on the use of POS in
business, such as restaurants that consider about the services for their customers.
Implementing POS system in their operations management can assist them to make the
delivery process to be more effectively due to the automation in recording every transaction
and order or even in warehouse to purchase all ingredients needed. The benefit of POS
system examined by Sularto et al (2014) is: ―some wireless POS systems for restaurants not
only allows to process mobile payments, but also allows the server to process the correct
sequence throughout the food ordered‖.
B. Service Quality
There are many scholars who examine different definition of service. However,
Fitzsimmons and Fitzsimmons (2011) explained that commonly the definition of service
itself consists of intangibility and simultaneous consumption. ―A service is an activity or
series of activities of more or less intangible nature that normally, but necessarily, takes place
in interactions between customer and service employees and/or physical resources or goods
and/or systems of the service provider, which are provided as solutions to customer
problems‖.
C. Quality Function Deployment (QFD)
“Quality function deployment (QFD) refers to both (1) determining what will satisfy the
customer and (2) translating those customer desires into the target design‖ (Heizer and
Render, 2009:191). According to Fitzsimmons and Fitzsimmons (2011:123), the resulting
process generated form a matrix, referred to as a ―house of quality‖, for a particular product
relates customer attributes to engineering characteristics. Moreover, Bestrefield et al

(2003:315) explained that ―quality function deployment focuses on customer expectations or
requirements, often referred to as the voice of customer‖.
D. House of Quality (HOQ)
According to Besterfield et al (2003), house of quality is the planning tool used in QFD.
Furthermore Besterfield et al (2003:322) explained the relationship between the voice of
customers and the organizations: ―The house of quality translates the voice of customer into
design requirements that meet specific target values and matches those against how an
organization will meet those requirements.‖ The house of quality itself consists of several
parts as the basic structure for the house of quality explained by Besterfield et al (2003:322)
as follow (see Fig. 1):
a. The exterior walls of the customer requirements.
b. The ceiling, or second floor, of the house contains the technical descriptors.
c. The interior walls of the house are the relationships between customer requirements and
technical descriptors.
d. The roof of the house is the interrelationship between technical descriptors.
e. The foundation of the house is the prioritized technical descriptors.

Fig. 1 House of Quality (Besterfield et al, 2003)
III. METHODS
A. Research Methodology
The research methodology used in this research is the mix of qualitative and quantitative
methods. The author conducted individual depth interview with the CEO of PT. XYZ to
know the XYZ RESTO further. ―An individual depth interview (IDI) is an interaction
between an individual interviewer and a single participant‖ (Cooper and Schnidler, 2011:
172). Descriptive study is conducted to describe relevant aspects of the phenomenon in this
research background. Sekaran and Bougie (2010:105) stated that ―descriptive study is
undertaken in order to ascertain and be able to describe the characteristics of the variables of
interest in situation‖.

The data collection techniques used is secondary data which obtained from the internal
data of PT. XYZ. This data regarding the customer complaints report is utilized to be
translated into voice of customers. Moreover, the data obtained from interview are used to get
information about technical descriptors for HOQ. This research focused on the analysis of the
XYZ RESTO application services required for the restaurants to measure the quality of POS
system. Nevertheless, this research is without benchmarking to the competitors who have
similar product like PT. XYZ since the author cannot get any information regarding the
competitors‘ product, thus the research will focus on internal management which is XYZ
RESTO as a research object.
B. Quality Function Deployment Procedure
This research will use House of Quality as one of the tools of Quality Function
Deployment. The HOQ building will refer to Besterfield et al (2003). According to
Besterfield et al (2003:325-339), there are seven steps to develop the House of Quality:






Step 1-List Customer Requirements
In this research, the customer requirements are gathered through the customer complaint
summary report. The list of customer complaint obtained from secondary data of PT.
XYZ that will be then translated into voice of customers. These voice of customers will
be described into customer needs as the secondary customer requirements see Table 2.
The list of primary customer requirements will not be included in the House of Quality.
Step 2-List Technical Descriptors
The next step is making a list of engineering characteristics or technical descriptors that
will affect one or more of the customer requirements. The author conducted an interview
with the CEO of PT. XYZ to get the data regarding the technical descriptors that knew
about the object of this research.
Step 3-Develop a Relationship Matrix Between WHATs and HOWs
The relationship matrix is used to represent graphically the degree of influence between
each technical descriptor and each customer requirement. The symbol is used to represent
the weight of relationship as seen in Table 1.
Table 1. Symbol Relationship between Customer Requirements and Technical Descriptors
Symbol Weight Relationships






+9

Strong

O

+3

Medium

Δ

+1

Weak

Step 4-Develop an Interrelationship Matrix Between HOWs
The correlation matrix is a triangular table attached to the technical descriptors to identify
any interrelationships between each of technical descriptors.
Step 5- Competitive Assessment
The competitive assessment tables are separated into two categories:
1) Customer Competitive Assessment
The customer competitive assessment is the block of columns responding to each
customer requirement in the house of quality on the right side of the relationship
matrix. The numbers are used to indicate rating of 1 for worst and 5 for the best.
2) Technical Competitive Assessment

The technical competitive assessment makes up a block of rows corresponding to
each technical descriptor in the house of quality beneath the relationship matrix. The
test data are converted to the numbers 1 through 5 (1 for worst and 5 for the best).
 Step 6-Develop Prioritized Customer Requirements
It consists of five assessments as follows:
1) Importance to Customer
Use a rating of 1 for the least important and 10 for the very important.
2) Target Value
The target value column is on the same scale as customer competitive assessment (1
for worst, 5 for best can be used).
3) Scale-up Factor
The scale-up factor is determined by dividing the target value by the product rating
given in the customer competitive assessment.
4) Sales Point
The sales point is a value between 1.0 and 2.0, with 2.0 being the highest.
5) Absolute weight
The absolute weight is calculated by multiplying the importance to customer, scale-up
factor, and sales point.
 Step 7-Develop Prioritized Technical Descriptors
It contains degree of technical difficulty, target value, and absolute and relative weights.
1) Degree of Difficulty
It is determined by rating each technical descriptor from 1 (the least) to 10 (very
difficult).
2) Target Value
The target value for each descriptor is determined the same way that the target value
was determined for each customer requirement.
3) Absolute Weight
The absolute weight for the jth technical descriptor is then given by

∑
4) Relative weight
In a similar manner, the relative weight for jth technical descriptor is the given by
replacing the degree of importance for the customer requirements with the absolute
weight for customer requirements.
∑

IV. RESULT AND DISCUSSIONS
A. Identifiation of Customer Requirements
The customer requirements obtained from the secondary data which is from the customer
complaint summary report 2016. There are twelve common complaints that occurred
frequently for last 7 months; January 2016 to July 2016.The complaints are vary from the
most occurred which is considered as major error till the least occurred. Moreover, the

complaints are classified by the type of feature errors to make translation of voice of
customer easier to be examined. The customer complaints relates to voice of business that are
translated into list of customer requirements as seen in Table 2. The customer requirements
will be listed in House of Quality as the WHATs that a customer needs or expects.
B. List of Technical Descriptors
The list of technical descriptors is obtained through an interview with the CEO of PT.
XYZ. It examines what kind of technical aspects in accordance with the design of features in
developing XYZ RESTO POS application. According to the interview result, there are 23
attributes of technical descriptors for XYZ RESTO application. (See Table 3)
Table 3. List of Technical Descriptors
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23

Technical Descriptors
Personal cashier data reports
Personal worker data reports
customer data report
Application has different access rights over different users
Application provides backup data facility
Application can perform automatic data backups periodically
Application is capable of sorting entry the data automatically
Previous data can be accessed in the future
Application can serve customers using a tablet
Accounting application is connected with excel and word
Transaction report for a certain period
Daily raw materials purchase reports
Monthly raw material purchase reports
Reports of raw material purchasing for a certain period
Application record inventory and stock level
Application is well-integrated with fingerprint hardware
System can manage the shift schedule
Appraisal data record
Worker credit data record
System has a primary rule for managing customer whist list record
Application can analyze and make a list of favorite menu
Software is updated periodically
Application can forward promotion towards online and messaging

Fig 2. Relation Matrix between WHATs and HOWs
Table 2. List of Customer Requirements
Complaint Description

Voice of customer

Customer requirements
(WHATs)

The application cannot record
the postponed payment for
purchase order (PO)
Unbalanced transaction record
due to postponed PO

The application should be able
to record the payment for
purchase order according to the
date of payment

The application can record the
purchase order payment based
on the date of payment

Fingerprint error

Error salary calculation

Inaccurate worker report
accordance with KPI
There is no primary rule in
inputting whist list customers
data
Online promotion through
email goes to spam
The transaction history cannot
be recorded by the system
when using credit card
The worker schedule
management is overlapped

The system should be able to
support fingerprint detection
The application must have a
precise and an accurate
calculation for each worker
salary
The worker report performance
assessment should be based on
KPI
There should be a rule that
must be filled up if the
customer reserve for whist list
The online promotion should
be sent to customers inbox in
email
The system should record
every transaction using credit
card
The system should have a good
worker schedule management

There is no fingerprint error
The application has an accurate
salary calculation
The worker report performance
assessment based on KPI
The whist list menu has a
primary rule
The online promotions are sent
directly to customer mailbox
The system can record
transaction using any kind of
payment method
The application notifies an
overlapped working schedule

The working schedule that has
been set for one-week shift
cannot be changed
Error during updating the
system
Client's hardware is not support
with the XZY RESTO
application system
Transaction data lost
The report can only be opened
in pdf
Fingerprint error
Fingerprint error

Error salary calculation

Inaccurate worker report
accordance with KPI
There is no primary rule in
inputting whist list customers
data
Fingerprint error

The working schedule should
be able to be changed
There is no error during system
update
The application should be
appropriate for any kind of
hardware
The application should have
data backup
The report should be able to be
opened in different format
The system should be able to
support fingerprint detection
The system should be able to
support fingerprint detection
The application must have a
precise and an accurate
calculation for each worker
salary
The worker report performance
assessment should be based on
KPI
There should be a rule that
must be filled up if the
customer reserve for whist list
The system should be able to
support fingerprint detection

The working schedule can be
set-up as flexible as it can
System updates run smoothly
The applications can be
installed in several hardware
Data are regularly backup
The report can be open in
different format such as word
and excel
There is no fingerprint error
The report can be easily edited
There is no fingerprint error
The application has an accurate
salary calculation
The worker report performance
assessment based on KPI
The whist list menu has a
primary rule
There is no fingerprint error

Fig 3. Interrelationship between HOWs

Fig 4. Customer and Technical Competitive Assessment

C. Analysis of House of Quality
The deployment of HOQ has been done in accordance with the stages as examined in
research methods. Determining the customer requirements and technical descriptors is
already described. The next stage is developing an interrelationship matrix between WHATs
and HOWs which can be seen in Fig. 2. Moreover, the interrelationship between HOWs
which is among technical descriptors can be seen inFig. 3. After filling up the matrix for
WHATs and HOWs, the next step is evaluating the product by calculating the customer
competitive assessment and technical competitive assessment. In customer competitive
assessment, absolute weight can be used to determine the rank for each customer
requirement. See Fig. 4
Table 3. Absolute weight of Customer Requirements
No. Customer Requirements
1
2
3
4
5
6
7
8
9
10
11
12
13
14

The application can record the purchase order payment
based on the date of payment
There is no fingerprint error
The application has an accurate salary calculation
The worker report performance assessment based on KPI
The whist list menu has a primary rule
The online promotions are sent directly to customer mailbox
The system can record transaction using any kind of
payment method
The application notifies an overlapped working schedule
The working schedule can be set-up as flexible as it can
System updates run smoothly
The applications can be installed in several hardware
Data are regularly backup
The report can be opened in different format such as word
and excel
The report can be easily edited

Absolute
Weight
15.6
5.6
15.6
3.2
6
11.7
30.6
17.85
10.5
23.4
14
20.8
40
9

From this absolute weight of customer competitive assessment, the report can be open in
different format is the highest required since the absolute weight is 40. The second most
required by the customers is the system can record transaction that using any kind of payment
method which has absolute weight of 30.6. Moreover, the third highest absolute weight of
23.4 represents that the system updates run smoothly is required most by the customers as
well. However the least required is there is no fingerprint error which represented by the
smallest assessment of absolute weight of 5.6. The other least required is the whist list menu
has a primary rule and the report can be easily edited.
For technical competitive assessment, it can be seen from Table 4 that the highest
absolute weight and relative weight score of 585 and 2408 respectively is the application can
perform automatic data backups periodically. This technical descriptor is related to almost all
customer requirements, except for system updates run smoothly and the applications can be
installed in several hardware. The second highest is the application is capable of sorting entry
the data automatically. The same as the first highest one, this is also related to the majority of
customer requirements. Previous data can be accessed in the future received score of 531 for

absolute weight and of 2176 for relative weight. All of these top 3 highest technical
competitive assessment are related to the same customer requirements list.
Table 4. Absolute and Relative Weight of Technical descriptors
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23

Technical Descriptors
Personal cashier data reports
Personal worker data reports
Customer data report
Application has different access rights over
different users
Application provides backup data facility
Application can perform automatic data
backups periodically
Application is capable of sorting entry the
data automatically
Previous data can be accessed in the future
Application can serve customers using a
tablet
Accounting application is connected with
excel and word
Transaction report for a certain period
Daily raw materials purchase reports
Monthly raw material purchase reports
Reports of raw material purchasing for a
certain period
Application records inventory and stock level
Application is well-integrated with
fingerprint hardware
System can manage the shift schedule
Appraisal data record
Worker credit data record
System has a primary rule for managing
customer whist list record
Application can analyze and make a list of
favorite menus
Software is updated periodically
Application can forward promotion towards
online and messaging

Customer
Req. #
5,7,8,12
2,3,4,8,9,12
5,6,7,12
1,3,4,6,7,8,9
,13,14
1,3,4,5,6,12,
13,14
1,3,4,5,6,7,8
,9,12,13,14
1,3,4,5,6,7,8
,9,12,13,14
1,3,4,5,6,7,8
,9,12,13,14

Absolute
Weight
126
318
306

Relative
Weight
349
1444
632

217

901

432

2168

585

2408

579

2224

531

2176

6,7,11,12

168

427

1,3,7,13,14

249

731

1,5,6,7
1,12
1,12

141
144
96

386
338
245

1,13,14

198

592

1

72

151

2,3,8,9

85

194

3,4,8,9
3,4,8,12
3,4,12

146
139
180

1096
260
367

5,6

60

76

5,6

72

134

10,11

88

235

5,6

60

122

V. CONCLUSION
The result of data processing using the Quality Function Deployment has identified 14
customer requirements i.e. report can be opened in different formats such as in office tools. It
becomes one of the most required by the customers since the current application can only
produce the reports in PDF format. Furthermore, having a system that can process all
transactions from various payment methods is also highly required, because currently the
number of customers who use credit card is increasing. Besides the features offered by XYZ

RESTO application, the system update is crucial to support the application to run well since
XYZ RESTO is a desktop application-based. There are technical descriptors that have to be
highlighted by IT management. The data backup facility becomes the most crucial one related
to data safety. According to the absolute and relative weights of technical descriptors, 3 out
of 5 the highest weights are related to data backup and guarantee that the data can be
accessed in the future.
According to the result, PT. XYZ needs to focus on enhancing the data backup matters.
Even though based on complaint records there are several kinds of problems in XYZ RESTO
application, but PT. XYZ must prioritize the data backup facility, because it is storage for all
information needed by the restaurants. If the data backup facility is not capable, then it will
cause disadvantage for the restaurant.
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Abstract. The success of Small and Medium Enterprises (SMEs) is the availability of a clear market for the
products. Meanwhile, the fundamental weaknesses faced by SMEs in marketing are low market orientation,
weakness in a complex and sharp competition and inadequate marketing infrastructure. Faced with an
increasingly open market mechanisms and competitive, market control is prerequisite for improving
competitiveness. Therefore, expansion of market access with Web-based Information Technology is now needed
as a medium for global communication. One thing that gives a competitive advantage in international trade
competition is information technology of electronic marketing or e-marketing. The method used in this research
is the conceptual framework and empirical based review of the literature related to information technology,
small and medium enterprises, e-commerce and e-marketing.This paper intend to shows the important role of emarketing for SMEs in Lombok Island - Indonesia and how to develop the model of e-marketing.

Keywords. small and medium enterprise; information technology; e-commerce; competitive advantage.

I. INTRODUCTION
The era of globalization is now also known as the New Economy Era, the Digital
Economy Era. New Economy era marked by the application of Information Technology in
running the economy. Application of Information Technology is now necessary in this era of
globalization. Application of Information Technology required is development model of webbased business applications for small and medium enterprises (SMEs) in order to increase
competitive advantage.
Small and Medium Enterprises (SMEs) have an important role in the economic and
industrial growth of a country. Recognizing the role of SMEs in the economy of this country,
it is appropriate if more government attention devoted to promoting self-reliance and success
of businesses in this sector. The groups of SMEs in Lombok Island – Indonesia divided in
five territory as Mataram, West Lombok, North Lombok, Central Lombok, East Lombok.
The main reason we choosing SMEs in Lombok, such as the first halal tourism
destinations in Indonesia. In addition SMEs in Lombok has a great potential, both
domestically and abroad, yet they are still weak in terms of promotion, therefore the study
was conducted in order to develop web-based applications that will help improve the
competitiveness of SMEs in Lombok.
The general objective of this research is to support the achievement of the ease,
efficiency, effectiveness in conduct business transactions and providing information that is
accurate, timely and relevant so that business transformation can be done quickly and
accurately. Additionally is to facilitate communication, exchange of data and information,
cooperation with organizations / companies to quickly and accurately.
Therefore, expansion of market access with Web-based Information Technology is now
needed as a medium for global communication. One thing that gives a competitive advantage
in international trade competition is information technology of electronic marketing or emarketing.The specific objective is to develop a model for the Web-based Business
Applications for group of Small and Medium Enterprises (SMEs). All of these activities aim

to support the strategic plan for excellence in competition to expand market share in the
country and abroad.
II. LITERATURE REVIEWS
E-marketing must be defined to include the management of the consumer‘s online
experience of the product, from first encounter through purchase to delivery and beyond.
Digital marketers should care about the consumer‘s online experiences for the simple reason
that all of them -- good, bad, or indifferent -- influence consumer perceptions of a product or
a brand. The web offers companies‘ ownership and control of all interactions with customers
and thus creates both the ability and the need to improve their overall experience [1].
There are two reasons for building the concept of e-marketing around consumer
experiences. First, this approach forces marketers to adopt the consumer‘s point of view.
Second, it forces managers to pay attention to all aspects of their digital brand‘s interactions
with the consumer, from the design of the product or service to the marketing message, the
sales and fulfillment processes, and the after-sales customer service effort [2].
A. The 7 Cs of E-Marketing
The Internet allows for the entire sales cycle to be conducted on one medium, nearly
instantaneously. From making the consumer aware of the product to providing additional
information to transacting the final purchase, the Internet can accomplish it all. The Internet
is like one big point-of-sales display, with easy access to products and the ability for impulse
shopping. Impulse shoppers have found a true friend in the Internet. Within seconds from
being made aware of a product, consumers can purchase it online. Further, with the targeting
techniques available to advertisers, consumers who turn down a product because of the price
can be identified and served a special offer more likely to result in a purchase. In the right
hands, with the right tools, the Internet really is an advertiser‘s dream come true [4].
As opposed to the 4 Ps of brick-and-mortar marketing, the changing outlook in the area of
e-marketing can be explained on the basis of 7 Cs of e-marketing [3].
Contract: The e-marketer‘s first goal is to communicate a core promise for a truly
distinctive value proposition appealing to the target customers.
Content: refers to whatever appears on the website itself and on hot linked websites. If
chosen appropriately, it can increase both the rates at which browsers are converted into
buyers and their transactions.
Construction: The promises made by e-marketers are not unique to the Internet, but the
medium‘s interactive capabilities make it easier for them to deliver on their promises quickly,
reliably, and rewardingly.In practice, this means that promises must be translated into
specific interactive functions and Web design features collectively giving consumers a
seamless experience. Such design features as one-click ordering and automated shopping help
deliver the promise of convenience.
Community: Through site-to-user and user-to-user forms of interactivity (such as chat
rooms), e-marketers can develop a core of dedicated customers who become avid marketers
of the site too.
Concentration: Targeting through online behavioral profiling. Advertisers have known for
some time that behavioral targeting (a.k.a., profiling) is vastly superior to simple
demographic targeting. Knowledge of a consumer‘s past purchases interests, likes/dislikes,
and behavior in general allows an advertiser to target an advertisement much more
effectively. Department stores have long kept track of consumers‘ past purchases. They are
thus able to project what other types of products a consumer might be interested in and then
send an appropriate coupon or sale offer. Credit card companies are the ultimate gatherers of

behavioral targeting information. They maintain vast databases of cardholders‘ past
transactions, and they sell lists of this data to advertisers. The same type of behavioral model
is forming on the Internet. Publishers and advertisement networks monitor the items that a
consumer has expressed interest in or purchased on a site (or network of sites) in the past and
target advertisements based on this information.
Convergence: We will soon enter the next round of the E-marketing battle as broadband
reaches the masses. The Internet will become more ubiquitous and wireless; televisions will
become more interactive; video/data/voice appliances will converge; brand advertising and
direct marketing practices will integrate; domestic brands, commerce and marketing will
become even more global; and big marketing spenders will spend more money online. Many
companies that are well positioned today will need to continue to evolve to take advantage of
the opportunities. The success of Internet advertising companies will largely be driven by
how they maneuver among the coming developments. Rich media, brought on by broadband,
will allow advertisers much greater creativity by bringing in new types of advertising to the
Internet, as well as enhancing some of the more traditional forms. Broadband technology will
allow the convergence of television and the Internet. Dubbed ―interactive TV,‖ in its simplest
form, will consist of a television with some interactive capabilities. Basically, a user will see
a television screen that is three-quarters traditional television, but with a frame that has
Internet capabilities. This frame will allow users to access up-to-the-minute sports scores or
news on the Web, for example. More importantly for E- marketers, it would allow viewers to
immediately leap to the website of an advertiser whose ad was being shown. The user could
find out more information or order the product right there.
Commerce: The last emerging fundamental of e-marketing is commerce, whether it
includes offering goods and services directly, or marketing those of another company for a
fee, thus helping to cover the fixed costs of site operations and to offset customer acquisition
costs [8].
III. METHODS
The method used in this research is the conceptual framework and empirical based review
of the literature related to information technology, small and medium enterprises, ecommerce and e-marketing. Application design follow the SOSTAC framework developed
by Paul Smith (1999) in [6] and rely on Turban‘s e-commerce transaction concept, that
involves three parties inside the concept. Through e-commerce transaction involves three
parties (Figure 1), namely: suppliers / partners, managing web site (our company) and
customers (customers).
IV. DISCUSSION
In this research aplication design follow the SOSTAC framework developed by Paul
Smith (1999) in [6] and rely on Turban‘s e-commerce transaction concept, that involves three
parties inside the concept. Through e-commerce transaction involves three parties (Figure 1),
namely: suppliers / partners, managing web site (our company) and customers (customers)
These three parties are interconnected to run e-commerce transactions, however in this
research, we are concern to design the application in the box at first relay on the problem
priority of SMEs in Lombok Island – Indonesia.

Figure 1. Application Design Concept [8]
Overall in the application to be constructed showing that the companies buy goods such
as raw materials, goods for resale or services from its suppliers and business partners in a
procurement process. Department of others such as finance, marketing support company
activities.
The basic idea of e-marketing is the process of automation of every process in the
company as at the start of the process of ordering goods, procurement of goods, delivery of
goods to customers and even better service to its customers by creating a Customer
Relationship Management (CRM). Customer Relationship Management is a marketing
strategy that is to get customers and retain customers so that those customers will be loyal to
the company.
Facing of increasingly open markets and competition, market control is a prerequisite to
improve the competitiveness of SMEs. In order to dominate the market, SMEs need to get
information easily and quickly, both information regarding the market for the output and the
resources of production factors. Information on the results of market production is needed to
expand the marketing of products produced by SMEs.
Commodity market information such as: (1) the type of goods are needed by consumers
in certain areas; (2) how the purchasing power of such products; (3) how the prevailing
market price; (4) the tastes of consumers in the local market, regional, and international
levels.
According to [4] information about market inputs are also needed, especially for
determine: (1) a source of raw materials needed; (2) the price of raw materials to be
purchased; (3) where and how to obtain venture capital; (4) where getting a professional
workforce; (5) the level of wages or salaries eligible for workers; (6) which can obtain the
tools or machines are needed.
Utilization of the Internet makes SMEs are able to do marketing with the purpose of the
global market, so the opportunity to penetrate the export is very likely. According to [7] an
opinion about the positive things that can be obtained by utilizing the Internet in developing
the business are (1) can increase the promotion of products and services through direct
contact, information, and interactive with the customer (2) creating a distribution channel for
products No (3) the cost of sending information to customers more efficient when compared
to the package or postal services (4) the time required to receive or send information very
briefly, just in a matter of minutes or even seconds.

Implementation of e-marketing should also be supported by the system of payment and
order fulfillment of the buyer, which is a portal containing content from the company. Means
necessary to build the things mentioned above are categorized in e-infrastructure (generally
contains systems that integrate the parts are interconnected, hosting, security, network
wireless, network), e-process (generally a matter of payments and logistics) , e-market
(generally a matter of marketing and advertising), e-communities (the problem of audience
and business partners), e-service (Customer Relationship Management, Partnership
Relationship Management and services that matter), e-content (supported by your provider
content). All forms must exist to support the activities of e-commerce.
E-marketing transactions can be made by several parties. Common are as follows: (1)
business-to-business (B2B) – in this transaction, both parties either buyer or seller is the
company‘s organization; (2) business-to-consumer (B2C) – in this transaction, the seller is
the organization, while the buyers are individuals. B2C is also known as e-tailing. E-tailing
(Electronic Retailing) is the sales transactions either in the form of goods or services
performed directly by using electronic storefronts or electronic malls; (3) consumer-toconsumer (C2C) – in this transaction, the seller is an individual who sells goods or services
also to the individual. So between sellers and buyers are individuals.
In the B2B applications, the two sides both buyer and seller are company organization.
This application uses electronic transactions with distributors, resellers, suppliers, customers
and business associates to another. In application of B2B, organizations can conduct
transactions in the expansion of the scope of the supply chain (value chain) with their
business associates. According to Turban (2010), models of B2B applications are: (1) sellside corporate marketplace; (2) The corporate buy-side marketplace; (3) public exchanges.
In the B2C application, sellers are organization and buyers are individual. Examples of
the B2C models in this application is Electronic Storefronts and Electronic Malls. From the
application model both Business-to-Business and Business-to-Consumer can be seen that
basically in the transaction model is similar to that done in the era of the old economy. That
gave the difference here is the e-marketing make it easy to buy from anywhere, anytime for
24 hours a day and 7 days a week. Use of E-Marketing (24/7) because it has been put on the
Internet facility. Then, more of the e-marketing also provide a large selection of goods and
services, including items that are unique items, and in a fairly cheap price than if it bought in
a store.
Online Sales and Online Purchase Transactions
Basically, the sale and purchase transactions in e-commerce is almost the same with that
done trandisional. What distinguishes here are ordering and payments made online.
The following stages are there to make online sales and online purchases:
1. online order – online order using the Order Form provided by sellers electronically. Seller
provides a product list or catalog (Product catalog) sold which is usually accompanied by
a description of the complete product with a picture of the product. At the time of filling
out the order form, the buyer / customer asked for fill out the information for payment
purposes (billing) and shipping (shipping). After charging order form is done, there is
further provided the stage for the confirmation of orders up to the selection method of
payment and the delivery of goods;
2. confirmation of payment – if the buyer/the customer has to make a payment, the seller
will confirm the payment which have been accepted;
3. check the availability of goods – in general, the seller already has product ready for sale.
But in anticipation of the lack of supplies, should the seller check the availability of
existing inventory;

4. management of the delivery of goods – if available, the product is shipped to the buyer. In
e-commerce transactions, products sold can in physical or digital form. If the products in
physical form and the product is available, then will be packing and shipping. If the
products in digital form, eg software (software), it is necessary to anticipate, if the
software is already has a new version or currently under revision;
5. returns – there is a possibility that goods delivered to customers is not in accordance with
customer expectations. In this case the seller must be members of a guarantee, that if the
goods are delivered to customers is not appropriate, then goods can be returned to the
seller.
Advances in technology will help people in life, in do the work, and others. To conduct
business in this case activities for Small and Medium Enterprises, the application of
technology that will be used with the Internet in an E-marketing activity. E-marketing is the
application of the technology also has advantages and limitations.
Advantages of e-marketing for the company are: (1) expand the marketing network both
in national even international; (2) shorten or even eliminate marketing distribution channels;
(3) assist small-scale enterprises to compete with large-scale enterprises.
The advantages of e-marketing for customers are: (1) provide an opportunity for
customers to choose the desired product; (2) provide detailed information on the products
quickly; (3) allow customers to interact in a community digitally and can exchange ideas.
The advantages of e-marketing for the community are: (1) make it possible for
individuals to work at home, so as to reduce travel costs, reduce traffic congestion, reduce
fuel consumption and reduce pollution; (2) gives the possibility to be able to buy goods at a
cheaper price; (3) provides an opportunity for people in rural areas can also enjoy the
products and services not previously enjoy.
Limitations of E-marketing from the technology include: (1) the absence of a standard
standard of quality, safety and reliability; (2) the problem of bandwidth; (3) requires a Web
server, especially to deal with network problems. While the limitations of the non-technology
including: (1) absence of government regulations concerning commercial transactions
through e-marketing; (2) the perception that e-marketing is unsafe and expensive; (3) many
buyers and sellers are waiting for e-marketing until the situation becomes stable for them to
participate.
V. CONCLUSION
In the current era of globalization is often referred to as the digital age, the application
Information technology has become a necessity for businesses, do not miss also for
businesses in the Small and Medium Enterprises. Application of Information Technology
needed is the development of web-based business application model for SMEs in order to
increase competitive advantage.
Application of Information Technology in the form of E-marketing, can be a
consideration for businesses. Because in e-marketing not just transaction inside, the company
also can exchange information through the Internet
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Abstract. This study aims to provide a solution strategy formulation of portfolio management of Very Small
Aperture Terminal (VSAT) product in the Telkom Group, particularly Patrakom. The research used qualitative
model, conducted through statistic descriptive to processing the primary data. The value of the processing
results are analyzed to find the meaning behind the value, seek connection with other data, and clearly reveals
the relationship each other, to become a common understanding. Primary data through interviews of six
experts. Secondary data from the financial statement documents, and consultant survey. The validity of the data
through triangulation of different sources with the same technique. The result of six portfolio products research
indicate “Current Product Position”, for five products are superior and one product is mediocre. As for the
“Estimated Product for the next 3 years”, all are superior. There are two proposed strategies, namely: (1)
Maintained strategy, maintaining the position of the product in the future in accordance with the position of the
product at this time; and (2) Upgraded strategy, improve product positioning in the future to be better than the
current one.

Keywords. mergers and acquisitions; product portfolio; VSAT; Strategy formulation.

I.

INTRODUCTION

Globalization and the ASEAN Economic Community (AEC) makes competition
increasingly stringent and fierce in the ICT industry in Indonesia. To be able to compete in
the global arena, the company seeks to achieve efficiency and increase market share, one of
the strategies is through a merger or acquisition. Mergers and acquisitions in the
telecommunications industry in particular satellite, occurred in the area of global and
domestic. Examples in Indonesia is carried merger between Indosat, Satelindo, IM3, and
Bimagraha 2003; Axis Telekom's acquisition by XL Axiata and acquisitions Patrakom by
Telkom in 2013.
Mergers and acquisitions occured many in global arena and particularly for some of the
telecommunication company engaged in the satellite industry, such as Panasonic Avionics, a
leading provider of internet service flights (In-Flight Connectivity / IFC), acquired ITC
Global of Houston, a provider of satellite communications for the energy, mining and
maritime market [1], the acquisition occurred in 2015 and in the same year, SpeedCast
International, service provider mobile satellite communication, buy SAIT communications,
Greece and Cyprus, a provider of maritime communication with a customer base of as many
as 2500 boats [2]. The motivation of corporate actions above, mostly to expand its customer
base and satellite coverage acquirer. But there is also aiming to improve company operations.
This study aims to provide a solution for strategy formulation of VSAT product portfolio
management in Telkom Group after acquisition, in particular with regard to Patrakom and
Metrasat synergies. This business portfolio management strategy was in order to support
corporate action activities in Telkom's strategic business development, both in Patrakom,
Metrasat or a combination of both.

The primary data collection in this research was conducted through interviews with six
experts who have at least five years of struggling competence in the satellite industry for six
VSAT products. The secondary data collection was from financial report documents,
consultant survey, and documents related to the satellite industry.
Data validation through triangulation of different sources with the same technique,
supported by the secondary data. The collection of data, grouped into three criteria, external
to quarry business opportunities, internal to quarry business strengths, and strategic
compliance to alignment of market attractiveness and competitiveness of products with the
vision, mission and strategic goals of the company.

II. LITERATURE STUDY
A. Strategy
The concept of strategy in the context of the business initiated by Andrews et al. cited by
Heracleous [3], that strategy is ―the pattern of objectives, purposes, or goals and major
policies and plans for achieving these goals, stated in such a way as to define what business
the company is in, or is to be in and the kind of company it is or is to be‖
Ansoff [4] argues that ―strategy is one of several sets of decision-making rules for
guidance of organizational behaviour‖. Size can be qualitative (target achieved, objectives)
and quantitative (results to be achieved, goals). The strategy has four interrelated
components, namely: (1) the direction and strength of growth areas (geographical growth
vector); (2) competitive advantage; (3internally generated synergies; and (4) strategic
flexibility [4]. Heracleous [3] adds an element that is still relevant (5) product-market scope;
and explains the strategic flexibility as the decision to make or buy from the outside (make or
buy decisions), the fifth being ―red thread‖ for the company in determining the direction and
type of their business to grow. This model is commonly known by Ansoff's product / mission
matrix (Figure 1).
As for Hamel and Prahalad [5], the strategy described as something elastic (stretch) and
utilizing existing (leverage). Elastic meant by finding a niche market that is untapped,
compared to head to head with a market that has been tilled competitors, focus investment on
a relatively small number of core competencies possessed are believed likely to be large,
superior and forced to build a fabrication process slim with an emphasis on maximum results
from minimal process (more with less). And take advantage of what the company had, not
just allocate it alone, is in more creative ways. Resource utilization provide a far different
approach when compared with streamlining and trimming measures organization,
restructuring and savings are commonly used by business managers around the world.
From the above explanation, it can be said that the strategy has two basic meanings. First,
Strategy has two fundamental meanings. First, it is forward looking. It is about deciding

Figure 1. Ansoff‘s product/mission matrix
where you want to go and how you mean to get there. Second, The second meaning of
strategy is conveyed by the concept of strategic fit. The focus is upon the organization and the
world around it. To maximize competitive advantage a firm must match its capabilities and
resources to the opportunities available in the external environmen [6].
B. Strategic Approach and Product Portfolio
Ritson [7] split strategic management into three streams / doctrine or approach, namely:
(1) ―the planning school‖ by Andrew (1971) and Ansoff (1965), which tried to adjust its
strategy to its environment; (2) ―the positioning school‖ that formulate strategies analytically
and rationally with the purpose of placing a company or product in a favorable environment,
proposed by Porter (1980) with BCG Matrix output; and (3) ―the resource based school‖,
based on ―insideout‖, proposed by Jay Barney (1991) and Robert Grant (1998) where the
competitive advantage of organizations based on resources, capabilities and competences of
the company but not owned by competitor. GE also pioneered a form of the approach known
as GE Matrix. Analysis of the product portfolio is a combination of firm strength position
ratings and product attractiveness ratings in the market [8].
C. Product Portfolio Management
The success of a company or organization is how they find ways to differentiate
themselves from others. With portfolio management, can assist in making decisions that will
differentiate them from competitors [9].
Portfolio Management is a dynamic decision-making process, where project planning on
a business / new products (and the status of development) will always be up-to-date and
revised. In this process, new projects are evaluated, selected and given a priority level;
existing projects, accelerated, suspended or shut down; and resources are allocated and
relocated to existing projects.
There are four major objectives in business, if it is related to portfolio management [10],
namely: (1) Value maximization, by allocating resources, so as to maximize the value of the
portfolio; (2) Balance, his main concern is to develop a balanced portfolio - to achieve the
desired balance of the project with a number of parameters; (3) Strategic Direction is to
ensure that, regardless of all other considerations, the portfolio end of the project truly

reflects the business strategy - that a breakdown of spending the entire project, regions,
markets, and others, are directly linked to the business strategy ; and (4) Number of Projects
Right, because most companies have so many projects with limited resource availability. The
ultimate goal is to ensure a balance between the resources required for the "GO" project and
the resources available.
D. The Three Horizons of Growth Model
The Three Horizons of Growth Model was developed by McKinsey (Figure 2). Horizon 1
is an existing business enterprise that has a lifespan, growth rates and limited benefits.
Horizon 2 is a newly developed business and will represent the company's business in the
future to replace the business horizon 1. Horison 3 is a new business idea or business
embryos that will grow into a business horizon 2 and later became the first business in the
future horizon.
The product portfolio‘s analytical approach above aims to manage the product portfolio
through the balance of the portfolio in the context of sustainable growth of business
enterprises. The balance of the portfolio contributes to competitive advantage and reduce the
risk and uncertainty [8].

Figure 2. The Three Horizons of Growth Model.
(Source: Baghai, M., Coley, S., and White, D., 1999)

E.General Electric Matrix Position and Strategy
GE Matrix / McKinsey divided into nine cells - nine alternatives for positioning of each
SBU or product offering. Based on business strength and market attractiveness of each SBU,
it will have a different position in the matrix. Furthermore, the size of the market and the
current sales will distinguish each SBU.
Based on a clear understanding of all the factors that decision makers are able to develop
an effective strategy. Nine cells in the matrix can be grouped into three main segments:

Segmen 1

Segmen 2.

Segmen 3.

1) Segment-1: This is the best segment. Having a strong business and attractive market. The
company's strategy with the need to allocate resources in this segment and focus on
business growth and increase market Segmen-1 share.
2) Segment-2: Having a good business and strong, but the market is not attractive or
otherwise, a strong market and business is not strong enough to pursue potential
opportunities. The decision-makers have tomake strategic decisions about how to deal
further with this SBU. Some of them might consume a lot of resources and does not
promise while others may require additional resources and better strategies for growth.
3) Segment-3: This is the worst segment. Business in this segment of the market is weak and
unattractive. The decision-makers should consider repositioning the SBU to the different
market segments, offers cost-effective to develop a better, or get rid of this SBU and
invest resources into more promising and exciting SBU.

F. Normative Strategies for Outstanding Product
The company's performance can be improved by formulating the right strategy for each
product. The normative strategy is reference in formulating strategy which is divided into
nine quadrant groups according to the matrix product positioning based on the level of
attractiveness of the industry and the competitive position of the company / product. After
mapping the existing product (current position), it can be seen normative reference to the
formulation of strategies for managing the company's products.
Strategies proposed to shift the position of the product in accordance with the agreement
the position of the product in the future, called the proposed product strategy. There are two
types of proposed product strategy [8][11], as follow:
1) Upgraded strategy, which is a strategy to improve the positioning of products in the

future to be better than the current one; and
2) Maintained strategy, the strategy to maintain the position of the product in the future in

accordance with the position of the product at this time.
G. Theory of Constraints
Theory of constraints / TOC is a process improvement methodology oriented system, is
based on the theory that the system has the sole purpose of making a profit and that the
system consists of several related activities, with one of the activities can be an obstacle to
the entire system. TOC is a methodology that focuses on how to eliminate and exploit
constraints in order to optimize throughput. Identify constraints allow management to take
the necessary steps to reduce obstacles in the future.
A constraint is anything that limits the system to achieve the goals or desired level of
performance. Constraints can be seen as structural barriers that determine the maximum
capacity of a system. Experience shows that many of the constraints of the organization are
policy or procedural constraints rather than physical. In many cases, what limits or sometimes
even reduce the organization performance are actually organizational management policies
and operating procedures [12].
III.RESEARCH METHOD
A. Portfolio Management Framework
Quoted from Pramudiana & Rismayani [8], that for the business process of managing a
portfolio of products, there are a series of work that needs to be done from start to collect

data, analyze, interpret, make decisions, and formulate strategies. This series of work is
mapped out in the framework of the management of the product portfolio.
Product portfolio management framework consists of several stages. The stages in
managing the company's product portfolio multibisnis and multiproduct, are, as follows:
(1) gathering empirical and historical data. Data were collected by conducting interviews,
direct or written questions packed in the form of a questionnaire that can be filled by the
respondents, and also discussions through social media;
(2) Establish analytical tools and;
(3) Conduct analysis and mapping process; (4) Mapping Products, the position product
portfolio matrix, the picture of the position of products based on real data or historical to
current (current position) and is based on estimated future position. From this stage,
identified superior and non superior products; (5) Assess product superiority alignment with
strategic product parameters, a parameter-setting strategic level product in the context of the
company's overall strategy. These parameters include: strategic objectives, strategic
constraints, strategic competence, and strategic interlocking; (6) Product Policy Analysis is
the process of analyzing the position of the product within the framework of the company's
overall strategy derived from the strategic level parameters of the product; (7) Product
lntended Position is the process of identifying and establishing a superior product (seeded
product) and the products are turned off (pruned product); and (8) Proposed Product Strategy
is product strategy recommendation.
B. Analytical Instruments
The research used qualitative model, conducted through statistic descriptive in the
processing of primary data to obtain the average value of the weights and scores of expert
assessment which are subsequently applied into nine cells of GE Matrix / McKinsey. The
value of the processing results are analyzed to find the meaning behind the value, seek
connection with other data, and clearly reveals the relationship each other, to become a
common understanding.
The primary data collection in this research was conducted through interviews with six
experts who have at least five years of struggling competence in the satellite industry for six
VSAT products, namely VSAT-IP (corporate internet broadband), IDR (2 Megabyte per
second/Mbps leased circuit), DS3 (45 Mbps for lease circuit), STM-1 (155 Mbps leased
circuit), MANGOESKY (retail internet broadband), and MARITIME (maritime internet
broadband). The secondary data collection was from financial report documents, consultant
survey, and documents related to the satellite industry. Data validation through triangulation
of different sources with the same technique, supported by the secondary data.
The collection of data, grouped into three criteria: (1) external to quarry business
opportunities; (2) internal to quarry business strengths; and (3) strategic compliance to
alignment of market attractiveness and competitiveness of products with the vision, mission
and strategic goals of the company. And with two conditions: (1) the current conditions
(abbreviated as ―current‖); and (2) the condition of 3 years to come (abbreviated as ―future‖).
External Factors include Regulatory, Technology, Economics, Demographics, Market and
Industry Structure. Internal Factors include the ability Regulation, Funding and Finance,
Industry Structure (inside-out), Marketing and Sales, Corporate Operations, Resources
Organization, and Human Resources. While strategic compliance covers strategic objective,
strategic constrains, strategic interlocking, and strategic competences.
C. Mapping Products
The results of primary data processing of external and internal factors in the form of the
average value of the expert assessment‘s weights and scores were mapped into GE Matrix.

For example Product P mapping of the average value of external and internal factors (Table
1).

Superior and Non Superior Existing Products Identification based on the reference value,
as follows:
1) Superior Products is a product that has a value of internal and external value of more than

2:34.
2) Non Superior Products are classified into mediocre product and inferior product.

Mediocre product is a product that has an internal and external value between 1.67 - 2:34.
Inferior product is a product of external and internal value between 1.0 - 1.67.
The value of strategic compliance from data collection of product P can be seen in Table 2.
Table 2. Strategic Compliance of Product P
Strategic Compliance
Strategic Objective

Expert 1
40.00%

Expert 2
40.00%

Expert 3
40.00%

Strategic Constrains
Strategic Interlocking
Strategic Competences
Total Strategic

20.00%
20.00%
20.00%
100.00%

20.00%
20.00%
20.00%
100.00%

10.00%
20.00%
20.00%
90.00%

Total

96.67%

The calculation procedures of the adjustment score strategic compliance, is equal to 40%
of the (amount % of sub parameter shared across the strategic objectives) + 20% of the
(amount % sub parameter shared across the strategic constrains) + 20% of the (amount % sub
parameter shared across the strategic interlocking) + 20% of the (amount % sub parameter
shared across the strategic of competences).
From
the
calculation results will be obtained a score in three criteria scores,
namely: strategic products (80-100%);
semi strategic products (50-70%); and non
strategic products (0-49%). Based the calculation above, the identification of strategic, P is
worth a total of 96.67% (Table II), thus classifiable as strategic products (80100%).

Further step is to identification that the product is excellent products and prunned for
current, based on prior identification, product P is an inferior product, so that the mapping
into the Current Position vs Strategic Products Adjustment matrix, the product P is an
Average product (Figure 6).

Figure 6. Current Position vs Strategic semi-strategic and non Products Adjustment Matrix
strategic to the current state of product
By looking at the position of the product you want to jump in 3 years to come, mapping
products like figure 7 and 8 below.

Figure 7. Intended Product Mapping Future
Position (Product P‘)

Figure. 8. Superior and Non Superior
Products Identification

Identification of strategic products, semi-strategic and non strategic to condition 3 years
to come (―future‖), product P‘ is still a strategic product for 3 years to come, assuming the
total value of the current strategic compliance and next 3 years is fixed.
Further to the identification of excellent products and prunned for 3 years to come
(―future‖), based on the prior identification, product P‘ will be removed from the average
product for current to become Almost Excellent products for the ―Future‖ (Figure 9).

Figure 9. Intended Position vs Strategic product Products Adjustment Matrix
Proposed product strategy to shift the position of product P in accordance with the
agreement the position of the product in the future of the product Average for today into
products Almost Excellent for 3 years to come is upgraded strategy to improve the
positioning of products in the future came to be better than the current position.

IV. RESULTS AND DISCUSSIONS
A. VSAT-IP, IDR, DS3, STM-1 dan MangoeSky
Product A represents products of VSAT-IP, IDR, DS3, STM-1 and MangoeSky because
these five products having similar analysis results.
For mapping of current product position, based on the value of internal and external
factors and based on product grouping of this existing product, identified and included into
Superior products groups with the strong competitiveness and the intermediate opportunity
for the company (Figure 10 and 11). And as strategic products with the total strategic
compliance value is greater than 80%, Product A is an Excellent Product (Figure 12).

Figure 10. Current Product Mapping Superior
Position (Product A)

Figure 11. Superior and Non Existing
Products Identification

For mapping of estimated future position, based on the value of internal and external
factors for the next 3 years. Superior and non superior product identification for 3 years to
come indicate that the Product A' still in the position of Superior products with
competitiveness and opportunity for the company are higher. And assuming that the total
strategic value of the current and next 3 years still was fixed, then the Product A' is Still an
Excellent Product for 3 years to come.

Figure 12 Current Position vs Strategic Products Adjustment Matrix

Figure 13. Estimated Future Product Mapping Position (Product A‘)
B. Maritime
Product M represent product Maritime itself, since only this product which the results of
the analysis is different from other five products before. For mapping of current position
product, based on the value of internal and external factors and based on product grouping of
this existing product, identified and included into Mediocre products groups with the
intermediate, both of competitiveness and opportunity for the company (Figure 14) And as
strategic products with the total strategic value is greater than 80%, the Product M is an
Almost Excellent Product (Figure 15).
For mapping of estimated future position, based on the value of internal and external
factors for the next 3 years. Superior and non superior product identification the next 3 years
indicate that the Product M' in the Superior product position as the position of the target
(intended position) to become strong with competitiveness and opportunities product are
increasing (between modest and attractive). And assuming that the total strategic value for
the current and the next 3 years was still fixed, Product M' is still an Excellent Product for the
next 3 years.

Figure 14. Superior and Non Superior
Existing Products Identification (Product M)

Figure 15 Current Position vs Strategic
Products Adjustment Matrix

The six products above can be handled with two types of proposed product strategy: (1)
Upgraded strategy; and 2) Maintained strategy. The following generic strategy :
1) Maintained Strategy :
a) Increase Profits Through Productivity Growth, that is: Technology Alliance, the joint
operation in the deployment of infrastructure facilities; (ii) Funding and Financing, by
utilizing financing facilities in the form of Co-Borrowing; (iii) Industry Structure,
needs to be re-evaluated for its capital structure (cost of capital); (iv) Marketing and
Sales, by building a partnership of Bank-SME-Company and exploring opportunities
in the maritime segment; and (v) Operating Company, with the concept of one-stop
service registration or one gate shopping concept by establishing sales force in major
cities.
b) Building Ability To Fight Competition, this step can be done by increasing the
capability of upgrading and adaptation of technology.
2) Upgraded Strategy
Products for the current position and the next 3 years, they can be maximized by making
both the company's competitiveness and opportunities, to be strong. This can be done by:
1) The maximum investment; and 2) Concentration to manage the power. Here are the
things that can be suggested.
V. CONCLUSION
From the discussion above can be concluded, as follows:
Table 3. Conclusion
No

Portfolio Product

Existing

3 Tahun YAD

1.

VSAT-IP

Superior

Superior

2.

IDR

Superior

Superior

3.

STM-1

Superior

Superior

4.

DS3

Superior

Superior

5.

MangoeSky

Superior

Superior

6.

Maritime

Menengah

Superior

Generic strategies for superior products and to be a superior product, with strong
competitiveness and intermediate opportunity company, are: 1) Increase profits through
productivity growth; and 2) Developing the ability to fight off the competition. Both of these
strategies also referred to as an Investment Challenge to Grow. Here's what to do, Based on
product groupings, Current Position for all products (except Maritime) entered into the
Superior Product groups with strong competitiveness and intermediate opportunity for the
company, while the Maritime entered into the Mediocre Product group with both
intermediate of competitiveness and opportunity for the company. For 3 years to come
indicate that, all product in the position of Superior products with both of competitiveness
and opportunity for the company are higher.
Maximum investment, it is in order to protect the market position and increase
business growth and market share. And;
a)

b) Concentration to manage strength (the order adjusted to the priority that must be done

in advance): (i) Operations of the Company; (ii) Marketing and Sales; and (iii) Mastery
of Technology.

IV. LIMITATION OF THE RESEARCH
The author realizes that this research still has limitations. This study used six experts, all
from internal Telkom Group and also in this study has not yet touched the indicators of
performance to be used as a measure of success in achieving the formulation of a product
portfolio, it is suggested that if implemented research advanced:
1) Can combine expert Telkom Group's internal and external (Consultant Agent,

Academics and Practitioners / Competitor); and
2) By entering the parameter indicators of success of a development portfolio of

investigational product formulations;
the parameters indicators of success can be seen from several sides, for example: (i)
marketing (brand, product awareness, new products, customer service); (ii) financial
(revenue, EBITDA, net profit); (iii) human resources (corporate culture, productivity,
innovation); (iv) organizational resources (organizational efficiency, bureaucracy in
decision-making processes); (v) the company's operations (operational excellent, the chain of
production, business processes); and (vi) the mastery of technology (technology adoption).
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Abstract. The world is in quantum leap. Technology innovations are everywhere. The world is hungry for the
production-edge. This is now visible in Southeast Asia, wherein manufacturing facilities of the modern world
are like mushrooms as it grows in and out of the metropolitan cities, including Indonesia. Yes, most Southeast
Asian countries, especially Indonesia get the benefit of having the jobs as a host country of those manufacturing
giants and get better Foreign Direct Investment (FDI), which generally create a better life for the people.
However, there are negative impacts when the industrial sectors made a rapid progress. This massive expansion
is a threatening scenario to the host community when sustainable developments were not applied.This case
study focused on how double-layered scheme of protection meet the environmental and business challenge to
sustain and make balancing on this rapid development. It renders solution as to how environment will be
protected while businesses will enjoy the benefit of returns. It is true that it is a great challenge to everyone, to
all sectors of community, such as the Local Government Units (LGU’s) and the private sectors as well, and to
all stakeholders to get a sustained development within the host community. The concept of Double-Layered
Scheme of Protection is to protect the Environment with the accidental and some intentional discharge of waste
water from the businesses that is housed inside the IE and eventually continue with the business operations
between regulator-and-locators thus making both in a win-win condition.It is true that the most important
component that is always being affected by the technological advances especially in the arena of advance
manufacturing is the water in the environment. This nevertheless is always the issue, and this writing is a great
contributor to have the double-layered scheme of protection to meet the environmental and business challenge.
Findings in this study revealed that most manufacturing companies are being inconsiderate to their factory
discharge even they are located outside and inside the IE’s. Local government units that regulate and implement
the standards sometimes just close their eyes and snub the consequences of negative environmental impacts. It is
true in most developing countries. Most of us can see lenient sanctions when the demarcation lines over the
regulatory limits are crossed. These kinds of situation usually happen in the developing countries in which the
government is the direct regulating institution that supervise, monitor, control and enforce the regulations. If
sustainability is not easy, we can still forgo to the rapid industrialization without sacrificing the water pollution
from businesses that affect the environment. This writing will meet those environmental and business challenges
through an Industrial Estate that has double-layered scheme of protection and enhanced implementing rules
and regulations (IRR) which is by now undertaken in MM2100 Industrial Estate. By the time that more IE’s will
be built here in Indonesia, and company influx is in the IE’s, then the enormous benefit from the DoubleLayered Scheme of Protection will surely meet the Environmental and Business Challenge.

Keywords. technology innovations; industrial estate; foreign direct investment; environmental impacts;
industrialization; advance manufacturing.

I. INTRODUCTION
A. Background of the Study
Water is the most important and the most essential constituent of life support. When there
is no water, nobody could live. Almost all of our bodies of water have become polluted due
to rapid industrialization. Some of the pollutions are man-made due to human activity and
population growth. Contaminated drinking water due to poor sanitation, arising from the
activity of human, create serious problem in human health. Most of the sources of pollution
in the water are sewage and other waste, effluents from industrial sector, industrial waste
from chemical industries and others. Therefore water pollution simply means addition of
harmful chemicals to natural waters.

The cause of most diseases is from polluted water source. Most populations are served by
surface water such as rivers, lakes, brooks, streams and seas. When the degradation of this
surface water is abused, adverse impact in the quality of human drinking water is at risk.
(Katmandu University Medical Journal, 2006) As part of the degradation of the water is at the
industrial waste sector, then this writing is implying that the industrial estate‘s double-layered
scheme of protection can meet environmental and business challenge.
Since industrial effluent is a part of pollutions mentioned, then an industrial estate has big
role to this effect. ―Industrial Estate (IE)‖ refers to a community of industries and companies
in a tract of land subdivided and developed, provided with infrastructure, utilities and
amenities, with complete and wide array of plans, with an uninterrupted services to
businesses inside, under a unified continuous management with or without pre-built standard
factory buildings and community facilities for the intended use. (Philippine Economic Zone
Authority [PEZA], 1995) As these subdivided tract of land were sold to investors (commonly
called Locators), then industrial estate developers are obliged to provide facilities needed to
operate a manufacturing plants such as electricity, water, roads, bridges, telephones, internet
facility, gas, sewer lines, and other services. As more and more company locates in the
Industrial Estate, then, water pollution starts to accumulate.
Subsequently, the companies that were not housed inside IE‘s do have the contribution to
the water pollution. They have more leeway to do business and discharge effluents with less
monitoring from the authority. This is nevertheless the effect of a rapid degradation of the
surrounding water and the cause of the water pollution that is happening in the environment
mostly in rivers, lakes, seas and in all bodies of water. Some call these polluters the footloose
companies.
In order to balance the industrial effects to the environment, while businesses will still
forgo and operate at the fullest with good profit, the most logical way is to house the
manufacturing firms inside the IE thus the Double-Layered Scheme of Protection will be
availed by the manufacturers and yet the regulator of the IE will be also a winner to these
scheme. Winners are the companies that locate inside IE and regulator as well.
B. About the Company
MM2100 Industrial Estate was a fully integrated industrial estate developed by PT.
Megalopolis Manunggal Industrial Development (MMID). It was established in 1990 by two
well regarded corporation; Marubeni Corporation of Japan and Argo Manunggal Group of
Indonesia. As of the time of this project writings, it has 180 manufacturing facilities and
supporting companies that were housed inside this MM2100 industrial estate that do their
business. So far, with the current situation, this MM2100 industrial estate was well regarded
as the best valued industrial estate in Indonesia. The proven management skill and enhanced
enforcement of the rule over the monitoring and control of the environment made MM2100
industrial estate the best managed industrial estate. Further, in the year 2015, MMID captured
all the best performances in the field of industrial estate management namely:
Best performance in management and services 2015
Best in environmental management 2015
Best performance in infrastructure and facility 2015
Green Proper 2013-2014

C. MMID’s Vision and Mission
The vision of MMID is ―to be Indonesia‘s leading industrial provider of superior business
environment and services for manufacturing companies and its related operations‖.
MMID‘s mission is to develop, manage and promote industrial estate for major foreign
and local investors to satisfy their needs for operations based on continuous improvement and
innovation by:
Providing reliable, efficient and environmental friendly facilities and amenities with
world standard quality and outstanding support services to customers
Establishing and maintaining a safe and harmonious business environment for the
customers as well as promoting mutually supportive relationship with the host
communities
Creating the best value for the shareholders and a rewarding work environment for the
employee
D. MMID’s Quality Policy
MMID quality policy was to give the best quality of works and services for the customer
satisfaction. Environment department was being governed by professional officers and staff
of which mostly were accredited by the Ministry of Environment and the government
regulating bodies. Environmental quality management was of primary concern. MMID was
the first ever and the pioneering company in Indonesia that has Environmental Control
Officers (E.C.O.) Association within the estate that hand-in-hand working together as a group
to overcome the Industrial Estates Environmental worries.
MMID was now an Integrated Management System (IMS) company, having chosen the
field of management integration on ISO: 9001 proving the quality and consistency of
management for industrial management and services, ISO: 14001 for providing the quality,
systematic and consistent approach of industrial estate management and services in the long
term impact of environment, ISO: 18001 for the industrial estates occupational, health and
safety services for the employees and for the locators.
E. Infrastructure
Electricity :
Seventy percent of the electricity was supplied by Cikarang Listrindo (CL) which was an
excellent private power provider company with almost unlimited capacity for any industrial
requirement. This CL has its own dedicated powerlines to the MM2100 IE being generated
from a gas-powered power plant just 5 kilometers away. The remaining thirty percent was
supplied by PLN with an installed electrical sub-station inside MM2100 IE to ensure the
seamless supply of power within the estate.
Telecommunication :
Telecommunication was provided by PT Telekomunikasi Indonesia with availability of
up to 10,000 lines. The international direct dialing and data communications for speed
internet and voice clarity were available through a leased-line provided by PT Indosat, PT
NTT, ICON+ and Telkomsel.
Industrial Water Supply :
MMID has its own industrial water treatment plant with a total capacity of 72,000 m³ per
day. The process was a rapid sand filtration system with plate settlers to ensure the quality of
water to be at an industrial grade. This water treatment plant was stationed into 3 locations to

make a balance distribution with good supply pressure. The 3 locations have an independent
capacity of 12,000 m³ per day (Phase-1), 30,000 m³ per day (Phase-2), and 30,000 m³ per day
respectively.
Waste Water Treatment Plant :
As the time of this writing, there were two waste water treatment plants. The conventional
process was a 27,000 m³ per day using the surface aeration process. The activated sludge was
being processed via dehydrator to produce the sludge cake. These sludge cakes were being
transported via licensed transporter, Waste Management Indonesia, to their facility at Bogor.
The other 45,000 m³ per day waste water treatment plant was a new and innovated
technology called Organica waste water treatment plant. This was a process with a bio-film
attached growth to increase the habitat of the bacteria that will further enhance the treatment.
These 2 waste water treatment processes cater the second-layer of defense (the vital
component of this writing) in case there were breached on the effluent of any locator doing
business inside the IE.
Roads and Alleys :
The main road of MM2100 IE has a width of 41 meters up to 50 meters and the secondary
road has a width of 18 meters to 20 meters respectively. The center of the road was planted
with trees to increase the aesthetic values of the land and make the by-passers feel the
comfort of green surroundings. The wide sidewalks were provided for all the employees of
the IE to make sure of the safety while they were walking and going to their respective
companies.
Other Infra Services:
The area was supplied with a natural gas through an underground pipeline by PT
Perusaan Gas Negara (Persero) (PGN), and the industrial gas was provided by the PT Air
Liquide. MMID also construct MM2100 Service Apartment, as seen in Figure 1, with one
hundred two (102) rooms available for the expatriates to live.

Fig. 1 - Source: http://www.mm2100.co.id/
MMID has developed partially the MM2100 Industrial Town phase-per-phase in 3
segments containing 1,005 hectares and as of this date of writing, the industrial lots herein
were already sold out.

F. Objectives Of The Study
The intent is to confirm that the double-layered scheme of protection can meet
environmental and business challenge and as to how the IE developers can improve the
monitoring and enforcement on the rules and regulations with its available resources,
infrastructure and assets on hand. These needs to be funded with limited resources. Since the
most logical solution to these issues which has to be carried out was still unclear then, this
writing will construe the needs to such improvement.
With these, the main objective of this study therefore was to determine if double-layered
scheme of protection can meet the environmental and business challenge in MM2100
Industrial Estate with enhanced enforcement of the rules.
In addition, the following were the specific objectives of this study:
•

To determine whether this case study can be a boost to the government to attract
businesses using industrial estate as the model of eliminating water pollution problems

•

To improve the businesses by locating the manufacturing facility inside the industrial
estate thus eliminating the water pollution problem and at the same time enjoying the
benefits of the sustainable development with high business returns.

•

To determine the factors that can contribute to the realization of improving the current
situation of monitoring the businesses that pollutes the environment

G. Significance Of The Study
When the issue to the problem was resolved through the way how this study was
presented, this can be generally applied to other industrial estates in Indonesia with the same
related operations. Subsequently, implementing institutions can therefore have the full grasp
on how the environmental and business challenge is met through the effective use of doublelayered scheme of protection inside industrial estate with enhanced enforcement.
Moreover, those businesses that were in footloose can be pulled-in into the industrial
estates and warmly join in the clusters of companies that were housed inside the industrial
estate hence, improving the effective ways of preventing problems in the environment.
Furthermore, the outcome of this study would be a useful guide in the continuing effort to
re-engineer the strength of the IE infrastructure and enhance the existing rules and regulations
to fit-in for the needs of the affected environment on resolving the enigma. This study can
pave the way as to how the IE‘s can make the best control and monitoring as many
companies that they want with limited resources at hand.
Moreover, this study can lead the IE developers as to how they can intertwine and make
the best approach to make the double-layered scheme of protection to meet environmental
and business challenge, thus eliminating the enigma to the tributaries and at the same time
getting the benefit of these protections through an effective and efficient use of existing rules
(IRR) in the industrial estate being carried out in MM2100 Industrial Estate.
II. BUSINESS ISSUE EXPLORATIONS
A. Conceptual Framework
Clean Water and Pollution in Indonesia
With a population of about 250 million, Indonesia ranked number four in the world as the
most populated country and the South-east Asia‘s biggest economy. Due to this magnitude,

the country‘s water resources are expensive, a little bit far to get, some are contaminated, and
sanitation from the private is unaffordable without financing. More than 37 million
Indonesians have no such access to safe water, and 102 million has no improve sanitation
facilities. (World Bank Country Data, 2016)
In business, clean water act was overturned by the Constitutional Court in February 18,
2015, revoking the 2004 Law on Water resources, but instead re-instating the 1974 Water
Law as the controlling legislation until a new measure is adopted (Jakarta Post, 2015). This
means that the land, the water and natural resources shall be within the powers of the
government and shall be used for the benefit of the people. Private corporations are not
allowed to explore such.
In Indonesia, the environmental pollution was defined by Act No. 4 on the basic
provisions for the management of living environment (henceforth referred to as Act No. 4)
as:
‗the entry or introduction of living organisms, matters, energy, and/or necessary
components into the environment, and/or changes in the environmental system due to man‘s
activities or natural processes, resulting in the decline of the environmental quality to such a
level which causes the environment to function insufficiently or to lose its proper function.‖
There were environmental issues in Indonesia that has been reported alarming and some
had violated this rule Act No. 4. To name a few:
Factory of Battery in Cimanggis – Water underneath this battery plant was found
containing mercury. This mercury is a poison. The drinking water used by the workers in this
factory was contaminated by this mercury and half of these employees suffered disease in the
kidney. When the sample was revealed, this contain three times above the limit (0.014 PPM)
as standards for the human consumption and permissible limit. (Sunaryo, 1992)
In the year 1980 till 1993, organic waste in Indonesian water was doubled. This volume
directly entered to South China Sea. The wasters, also called as waste generators, came from
domestic activities that was increasing in the area and from the hotel development activities
near the coast. (Chou, 2009)
Citarum River (West Java) A Water Case Pollution – Industrial wasters from the national
textile industries and from the chemical wasters account for 80% of discharge to this river
which did exceed to standards for the water quality such as but not limited to Zn, Fe, Mn,
NH3, NO2, H2S (this was toxic and pose danger to aquatic organism) including Chemical
Oxygen Demand (COD) and Biological Oxygen Demand (BOD). (Dhahiyat, 2013)
Flooding - Non-sustainable development of the Jakarta‘s peripheries was strongly related
with the Jakarta‘s flooding. In the last few decades, IE‘s large-scale subdivision developers
converted water catchment areas to new towns. Many of the green areas and wetlands were
converted unto usable lands, and had proliferated in the peripheries of Jakarta. These
conversions of land led to increased flooding, and the severity was high. Former Jakarta
Governor, Sutiyoso, blamed overbuilding and deforestation in the peripheries of Jakarta
which were supposed to be water catchment or flood plain areas as the reasons for the
disasters (Rukmana, 2014).
These issues in Indonesia are just but a few and others can be found being reported to the
newspapers both local and national. With this current situation, this negative environmental
impact made the government in the negative situation and has hard way to pursue
environmental improvement.

Additionally, all the rivers in Jakarta were heavily polluted. Rivers in Jakarta have been
monitored in a regular basis for the past ten (10) years, and the findings in the last six (6)
years consistently showed that it was highly polluted (see Table 1). The sources of Biological
Oxygen Demand (BOD) in Jakarta‘s river system originate from industrial businesses and
other waste water (Apip et. al, 2015).
Table 1 - Quality Status of Rivers in Jakarta, Indonesia

B. Condition of Government Control
Common factories in Indonesia operate outside of the IE and the way that the government
agencies solve environmental problems tends to protect the factory interest. The impacts were
exacerbated by a lack of adequate monitoring and enforcement of environmental regulations
(Hadi, 1993). This trend nevertheless was the threatening scenario when government
regulators were not on the periphery of the factory. Workers and or company owners
sometimes tend to discharge effluents not on standards, or operate some of the equipment
without, or not sufficient pre-treatment devices. This made the surrounding environment at
threat when government policing was not around.
Mandatory requirement of the government to any industrial developer is to submit a
complete environmental impact analysis (EIA) or what is known to be ANDAL (Analisa
Dampak Lingkungan) before any development starts. ANDAL is an environmental
assessment of the environmental consequences (positive and negative) of a plan, policy,
program, or project prior to the decision to move forward with the proposed action (Waren &
Elston 1998).
Industrial estate developer is mandatorily required to submit a quarter reporting of
environmental management plan (RKL) and environmental monitoring plan (RPL) to the
office of the Environment. (Waren & Elston, 1998) The initial advantage of any business
doing inside the IE is the exemption from ANDAL. Automatically, all those companies are
under the umbrella covered by the ANDAL of IE hence, environmental mitigation and risk
are already prepared in the ANDAL of IE. This is part of good come-ons for IE developers,
and an advantage to new business.
C. Businesses outside of IE
As this issue about business that abuse the water on environment was critically discussed
earlier, that business outside of IE was the major culprit to the environmental problems. This
writing expressed that this issue can happen again anywhere, at any given time and in any
given company.
The extreme example of such phenomena was the issue created last 2013 by the big
garment industry including big multinational not just local, that operate outside of IE. These
companies have done the advantage of the loose control and or weak resources and
infrastructure of the government of Indonesia to handle such problems.

Figure 2 – Toxic Threads: Polluting Paradise
Source: Greenpeace International Communications, 2013

During the query on the Figure 2, it was established that there were two outfalls in this
big and global garment company. The smaller intermittent outfall was found discharging
waste water at a receiving river which was high in Alkaline (PH 14). This level of alkalinity
posed an acute hazard to the organisms of the tributary river and to the nearest vicinity of the
waste water discharge. Anyone that was very close to this outfall that will come into contact
might get burnt on the skin due to its caustic effect as a character of PH 14. The waste water
can have a severe impact on the organisms and unto the aquatic life within the area and the
impact might be fatal also. (Greenpeace International Communications, 2013)
Referring to other businesses which is outside of IE‘s, a study showed that most polluters
in the bodies of water, were mostly the businesses that operate outside the Industrial Estate,
as an effect of the deregulation made in 1993 that resulted in the development of
manufacturing activities in the Non-Industrial Estate areas especially in the adjacent areas of
regional arteries of Tangerang-Jakarta-Bekasi, Jakarta-Bogor and Bandung-Padalarang with
143 investment approvals to non-industrial estate areas given in the year 1992 alone (Firman
& Dharmapatni, 1995). Since, there was an increase in the investment approvals during these
periods, the industrial estate development begun to start.
Relevant issues from newspapers and complaints from the Local Government Units
(LGU) over some of the businesses were obvious but the address to call attentions over the
obliterations to environment is on a slow moves. One example of this issue was the
―Polluting Paradise: Big brands including big multi-national corporation was exposed in
Indonesian toxic water scandal‖ (Greenpeace International Communications, 2013).

Figure 3 – Toxic Effluent of a Big Company in the Garment Business.
Source: Greenpeace International Communications, 2013

The issue over toxic environmental spills committed in this scenario was a threat to
Indonesians. The issue involved a Big Company in the Garment Group. Nevertheless, this
handled the most top brands in the world.
Since this issue (Figure 3) did happen outside of the IE, no wonder that government units
of the regulating bodies for sure are not prepared to handle such issue at the very instant to
prevent escalations, and or company was not yet prepared to handle such environmental
discharge thus those river contaminations did occur.
D. IE situation in other ASEAN Region
It is true that in developed country like America, Europe and Japan, the private industrial
estate does exist but in a limited number. It is due mainly that they have the capability to
build infra facilities such as roads, bridges, powers and vast water supplies to any company
operating anywhere in their country. However, in the developing countries in South-east
Asia, the momentum of making IE‘s is popular because the private developers will invest
hugely in the infrastructure and the government sector can have the advantage of getting
improved foreign direct investments, that improve the gross domestic product, that improve
the labor sector as well.
Evaluating one South-east Asian country, specifically in Hoh Chi Minh City of Vietnam,
was a little bit different especially in the enforcement and policy guidelines. The year 2007
was the deadline to move out polluting companies from the city itself to the Leh Minh Xuan
3 Industrial Park, this is according to Viet Nam News (2015) Further, Mr. Tat Thanh Cang,
Deputy Chairman of the People‘s Committee of Vietnam had said, ―To improve
environmental quality, the city must close down all polluting enterprises and tighten
management to not allow any new polluting ones‖. Since then, after the year 2007, the
program to move out polluters have ended, the city reported that there were no more polluting
companies. However, since then around 835 workshops and companies have been found to
cause pollutions (Viet Nam News, 2015).

Figure 4 - Land Area vs. Number of Industrial Estate, Analysis for 5 Countries in Southeast
Asia Including Indonesia
Referring to Figure 4 above, In Malaysia, the land area was much smaller than that of the
Indonesia by almost 6 times. The number of industrial estates in Malaysia was 500. This
number of industrial estate was 7 times more than that of Indonesia (71).
Analyzing also the situation between Vietnam and Indonesia, the Vietnam land area was
smaller than that of Indonesia by almost 6 times but the number of industrial estate in
Vietnam (299) was 4 times more than that of Indonesia (71).
Comparing Philippines and Indonesia, the later has 71 IEs while Philippines have 307.
Despite Indonesia was 6 times bigger compared to Philippines in land area, it shows
Philippines has attracted more IE developer.

In comparing Thailand and Indonesia, Indonesia was yet higher by 15 IEs versus
Thailand. However, the land aggregate area of Indonesia was higher by as much as 4 times
Thailand.
Comparative analysis between Indonesia and the 4 countries of Southeast Asia implied
that there were many businesses in Indonesia that operates outside of IE. Further, this
analysis (Figure 4) may imply that IE in Indonesia was not yet gaining its popularity as the
time of this writing.

Figure 5 -Number of Businesses VS Number of Industrial Estate. Analysis for 5 Countries in
Southeast Asia Including Indonesia
Major comparative analysis in the Figure 5 revealed that Indonesia lagged behind in
terms of number of industrial estate against Malaysia. Malaysia has only 1.064 million of
businesses but has 500 IEs, while Indonesia has 9.988 million of businesses with only 71 IEs.
Further against Vietnam, the total number of businesses in Vietnam was 694,000 but has a
total number of IEs of 299, while Indonesia, despite a 9.988 million businesses it has only 71
IEs.
Subsequently against Philippines, Philippines has 945,000 registered businesses but has
catered 307 IEs, while Indonesia has attracted 9.988 million businesses with only 71 IEs
registered. As against Thailand, the Thailand made businesses of 226,000 with an IE of
around 56, while Indonesia has 9.988 million of businesses with only around 71 IEs.
Using this Figure 5, the degree of registration of businesses in Indonesia was so amazing
and huge. It was noted that there were 9.988 million registered business enterprises in the
field of trade and manufacturing whereas most of it was operating outside of the Industrial
Estate (Rukmana, 2014).

Figure 6 – Total Number of Business VS Total number of Enforcer in Indonesia
In Figure 6, the comparison is between the total numbers of business inside MM2100 IE
with the total number of enforcer on the environment.

Since MMID as enforcer, with the organization having doing the enhanced enforcement
of IRR, then the total enforcer was 300. This ratio was about 1 locator was being monitored
by 1 enforcer. In general it was 1:1 ratio.
Comparing the total number of enforcer in the entire management of environment and
forestry in Indonesia, the government has 57,550 enforcers with the businesses to monitor of
about 9,988,000. The ratio was about 1:174. This means 1 enforcer for every 174 businesses.
The major blind assumption stated herein in the number of enforcer on government of
Indonesia is 513 regions with 100 enforcers per region, plus 35 provinces with 150 enforcers
per province and plus the central office with 1,000 enforcers. This translates to a total
enforcer of 57,550 as estimated by an expert Sri Suryanti, a license environmental pollution
control manager of MMID.
After analyzing Figure 4, Figure 5, and Figure 6, there were some items which have to be
noted, to be studied carefully and adjusted.
1. Most business still tends to hugely operate outside of industrial estate with something
advantageous for the owners as hereto reflected in the magnitude of entry of businesses
outside of IE (Figure 5)
2. The influx of business outside IE was high because of the less capacity of the government
enforcer (Figure 6), thus these companies that do registered in Indonesia were doing
business outside of IE.
3. Though doing businesses inside IE was more effective compared outside of the industrial
estate, still most business tends to operate outside of IE.
4. There was no such proven data that business outside of IE has advantage over the
businesses inside of IE especially in the supply of workforce needed, the wages, the
incentives of tax holidays, supply chain and others. Yet still most business operates
outside of IE.
To go further on the discussion and to establish the further data that will enhance the
probable making on the business solutions, this paper gathered the number of total companies
housed inside the MM2110 Industrial Estate, which was about 300 in 2015. This was
including the four major IE companies inside MM2100 Industrial Estate. There were also
some supporting facilities inside the estate such as banks, restaurants, shopping center such as
Lotte Mart, commercial center for some 30 tenants coping for the sales of supplies for
locators, food courts, driving range and others.
Reflecting the data of the total waste water that was treated within this MM2100
Industrial Estate for the entire year of the 2015 , this writings do come up to the Figure 7.
This information was taken from the year-end management report of MMID in 2015.

Figure 7 - Total Cubic Meter of Waste Water that was treated by MMID in the last five (5)
years covering approximately 300 companies/locators

The total volume of waste water treated within MM2100 Industrial Estate was increasing
from the last 5 years (2011-2015). In the last data of 2015, it had reached to the totality of
about 7,332,434 m³.
The total number of companies inside MM2100 IE was 300 and the reflected data of the
total treated waste water within the period of 2015 was 7,332,434 m³. If the total number of
companies registered in Indonesia operating outside of IE was about 9,988,000 companies,
then the waste water discharge of these 9,988,000 companies direct to the tributaries was
about 244,121,169,000 m³ of waste water which was not totally monitored by the government
enforcer.
It was noted and analyzed in this writing that the total discharge of these companies
operating outside of the Industrial Estate to the tributaries such as rivers, brooks, streams,
lakes and seas in a year was almost 100 times the volume of the Jatiluhur Reservoir/Dam
with a volume of 2,448,000,000 m³ (Yoshida et.al, 2013).
E. Literature Review
Environment
Environment was the sum total of all surroundings of the living organism, including
natural forces, and other living things, which provides conditions for development and
growth as well as of danger and damage. Since this definition implied both the positive
(development and growth) and negative aspect of development (danger and damage), it was
to the hands of mankind as to how he can deal with the situation. Needless to say that, any
development shall have the balancing mitigation if decision is negative to the environment.
Subsequently, those that were making positive action shall have the reward for helping to
improve the growth of the mother Gaia.
The world do continue to grow faster and faster in terms of technology. The innovations
were widespread and there were a lot of breakthroughs. The globe never sleeps for
improvement. This was now visible in South-east Asia, wherein technology of the west and
facilities of the modern world were scrambling here in South-east Asia as it grows in.
All metropolitan cities were beginning to feel the riffles of these massive developments.
Now it was here in Indonesia. Thus the government of Indonesia should carry out all the
necessary platforms to improve environment controls over the businesses that are flocking in,
especially near the radius of Jakarta.
Water Pollution within MM2100 IE
POLLUTION as defined internally by the management of MMID is any alteration of the
physical, chemical, biological properties of any water, air and/or land resource inside
MM2100 Industrial Estate or any discharge thereto of any liquid, gaseous or solid waste, or
any production of unnecessary noise, or any emission of objectionable odor, as will or is
likely to create or to render such water, air and/or land resources, harmful, detrimental, or
injurious to public health, safety or welfare, or which will adversely affect their utilization
for domestic, industrial, agricultural, recreational or other legitimate purposes. (MMID
IRR, 2014 u.d.)
Since most of the company operating inside MM2100 IE was recorded to have industrial
waste, this waste was referred to as the by-products, including human by-products, sideproducts, process residues, or other substances from the locator‘s operations and effluents and
as consumer‘s discards of manufactured products which presents reasonable risks and/or
injury to health and safety to the environment. Further, as the locators of MM2100 start to
operate, this locator also starts to discharge also the waste water. This waste water is called

effluent. The effluent is a general term denoting any waste water from the locator,
partially or completely treated, or in its natural state, flowing out from locator‘s
premises. This effluent goes to the MMID‘s waste water treatment plant of which this
treatment plant is termed in this writing as the second-layer of defense.
Environmental Management Plan in Indonesia
There was an enactment of law in Indonesia which pertains to the environmental
management, and environmental protection plan. It was mandated in the Article 11 of Law
No. 32 of 2009. The purpose of this law was to support the systematic management and
environmental protection. The Government of Indonesia (GOI) named this law the
―Environmental Law‖. (Global Business Guide Indonesia, 2016)
Further, the GOI had integrated the two Ministries (Ministry of Environment and
Ministry of Forestry) into one group of Ministry which was now called the Ministry of
Environment and Forest (MOEF). The governor and or the mayor of this MOEF have the
respective authority to formulate their own environmental and management protection plan
consisting of, as to how the usage of the natural resources would be utilized, supervised and
monitored to adhere the quality of the environment. Further was the quality of environmental
functions to mitigate the problems. (Global Business Indonesia, 2016)
F. Research Approach
This writing had used the research approach called interpretivism, which means the
methodology of seeking out the answers and finding out the results of this writings were
qualitative, through interviews of the people working inside the MM2100 IE, observations of
the gathered data from the enforcer especially from the government regulators, a document
review of the past and present scenario in the basis of historical records. The facts about the
knowledge were taken unto the full observations, revalidations, and interpretations of all the
data that were collected. These data and observations were presumably true from the
trustworthy element of components, and the valid reasons of the interviewee. The model
framework of this writings was limited to data collections of the present and the past, and
gathering of true ideas via interviews and interpretation of the generated information.
Subsequently, the approach of inductive method was integrated hereto also to conquer the
bottom-to-up approach. The data that was observed and the specific information that was
gathered and identified will be pushed-through and driven up towards the findings of the
results.
G. Research Method
The method that was used in this writing was focused on a simple case study. The case
study that was reported was made not to create the hypothesis, but rather made to realize the
work for the models presented.
The output of this writing had been improvised through an observations and interviews
from the people mostly working inside of the IE and those also working outside of IE. A
simple case study was made to develop a comprehensive and comparative situation of the
businesses in and out of IE.
Interview
In conducting interview, there were questions that were needed to be answered:
1. Why is it that most businesses do tend to operate outside of industrial estate? Is there
something advantageous?

2.

Is it because of the good incentives of the government why these companies registered in
Indonesia are doing business outside of industrial estate?

3. Is the supply chain outside of industrial estate is more effective outside of the industrial
estate? Thus these companies do operate outside of IE?
4. Is the supply of workforce needed and the wages is advantageous outside of the industrial
estate?
An interview was conducted during the time of this writings using these simple four
questions above and an opinionated conclusion from the interviewee.
The interviewee was informed about the basics of industrial estate as how the business
was being governed. The simple information about the business operation of the locator
inside MM2100 IE was also revealed. Simultaneously, the interviewee was informed about
most businesses that operate outside of the industrial estate then, the issue about the
environment of Indonesia was also instilled unto them then, questionnaires was given to fillin.
The people that were interviewed were mostly employees within the industrial estate of
MM2100. Most of them were not experts, but has the capability to answer the 4 questions
above. These people were a mixture of genders, with different ages, different level of
maturity and in different walks of life. However all of them were in legal age to answer such
4 questions.
III. BUSINESS SOLUTION
The double-layered scheme of protection and Control (Figure 8)
In the discussed part of the business issue exploration, there was relevant information that
business manufacturers had breached the standard effluent to the environment and
discharging toxics either intentional or unintentional. If these manufacturers were inside the
Industrial estate, that has double-layered scheme of protection, then things will not come into
a halt.
It is true that double layered scheme of protection can meet environmental and business
challenge. Exact procedures can be attained and can be balanced gradually to a sustainable
development if government can attract more the presence of private developers of industrial
estates. Conclusive elements that will surely pre-empt the problems over the imbalances in
the Industrial Estate was the double-layered scheme of control over the environment which
was convey above. This if applied in the Deed of Restrictions, then welfare of the people will
be protected.
In the Industrial Estate, water was produced by private developers. Roads and alleys were
constructed and funded by the private developers too, and all the basic infra necessities such
as water treatment plant, waste water treatment plant, telephone data lines, voice lines, gas
lines are instilled. Government has a very limited investment cost in a privately owned and
managed industrial estates. This was relatively good in the developing country like Indonesia.
Ultimately, the job creations remain at high within the surrounding host communities.
Therefore the pros reside to both government and private developers with less on cons. As the
tandem between the government and the private developers were intact, there was less error
on the locators compliances. It was true because, the private developers will control the
pollutions of the Locators (layer-1), and then the government will control the private

developers (layer-2). This was called the double-layered scheme of protection and control
(Figure 8)
For the water pollution discharges, the anguish method were hurting the environment. It
was because of the continued operating the dysfunctional pollution control device and or not
operating the device by some erring companies. Relating this to the double-layered scheme of
protection with enforcement and control, as referred to in Figure 8, the industrial estate
developers enforced, and control the locators and then the government enforcing units will
enforce and control the industrial estate developer. This enhanced concept of industrial estate
management and enforcement that has double-layered scheme of protection will meet the
environmental business challenge here in Indonesia.
This method of double-layered scheme of protection can be available only to industrial
estates. Those companies that operate outside of industrial estate have no second layer of
protection.
Furthermore, considering the effective use of the IRR in the industrial estate, then finding
solutions to the aching environment thru this double layered scheme of protection was not
hard.

Figure 8 – Double-Layered Scheme of Protection
A. Business Advantage inside IE
At the beginning of any business, the need to do the AMDAL is mandatory. This is a
lengthily process that requires Consultants and so much interventions. The Cost of doing one
AMDAL for any given company is about 500,000,000 Rupiah (according to Expert-Pak Agus
Subiyakto – an ITB graduate of Environment Engineering). However, as the company will
start his business inside IE, then this company has the initial advantage of not making the
ANDAL because this company is housed inside IE. It was one of the advantages that
company already saved 500,000,000 Rupiah in the very beginning.
Business that chooses to operate inside of IE is no longer has to put up his roads as an
ingress and egress. So therefore, his initial cost is almost nil in the infra-road development.
Business that chooses to operate inside of IE is no longer has to put up his water piping
and do not have to drill and or treat for the water. He is already provided with complete water
facility for his production.
Business that chooses to operate inside of IE is no longer has to put up his electricity lines
and stations. He is already provided with a non-interrupted supply of power while he is inside
the IE

Subsequently, company that chooses to operate inside IE is already provided with the
Supply of Gas through underground pipelines. The availability of such supply is already inplace. Means the business will not think of this feature.
Moreover, the basic infra facility of telephone lines for data and voice are already in the
area. No need to think more of it. No need to spend money for it.
The advantages above are just a few, and more packages are at stake. The government
institutions that will help to promote the business inside IE are always at present. The
department of customs, the department of police, the local government units, the Desa, the
Bupati is always just at the front that gives assistance and help.
B. Business Gains on Sharing Cost
The continuity of the business is always at the mindset of every investor. A sustainable
growth, with a better management performance on financials is a must. In MMID while
implementing the IRR, the positive effect to business challenge and the positive effect to
environment go simultaneously. For these reason, hereto below are the aspects as to how
these financial gains is helping MMID to do more on implementing the double-layered
scheme of protection.
Data gathered on this writings on Total Revenues from the Sharing Cost (Summons) for
ten months (January-September 2015) was totaled to about 2,778,272,000 Rupiah
averaging 277,827,200 Rupiah per month.

Data gathered on Total Revenues from works on Laboratory Analysis is about
335,650,000 for ten months (January-September 2015). The Total average is about
33,565,000 Rupiah per month
Waste water treated volume did increase (7,332,464 m3 – data on Y-2015) then for sure
the revenue will increase. Since the tariff of treatment for waste water effluent from every
company is 0.60 USD then, the Total Revenue will reach to about 4,399,788.4 USD for
the year 2015. This is a perfect business therefore.
IV. CONCLUSION AND RECOMMENDATION
A. Conclusion
Saving mother earth was our ultimate obligation. It was an every individual‘s duty to
protect the mother Gaia. It was our absolute responsibility to keep our own environment in a
well-balanced condition. In a global perspective, each country and its government had each
own sets of rules to protect his citizens free from harm and danger. It was the government‘s
total duty to enact laws and implement the rules and regulations to be abided by his citizens
to assure of safe society. Nevertheless if these laws were violated by the citizens, a

corresponding penalty, and or punishment shall have to be imposed to individual that violates
such.
In return, each and every individual was required by these laws to follow such guidelines.
The citizen of every country shall have to acknowledge and protect those laws that was
enacted and diligently observed the contents of it. Ignorance of the law was not an excuse. It
was binding without due remorse.
Subsequently, businesses shall have the same attitude towards saving mother earth. As
businesses were represented by an individual as an entity, then businesses were not at liberty
to avoid laws that was enacted. As we can see in today‘s business perspective, most of the
vision and mission includes the care to an environment as a decisive corporate social
responsibility.
Moreover, the world now was facing consequences over the eventual disasters made to
nature by the people. Destructions to environment are everywhere and unstoppable. It was
due mainly on the hunger for technology and too much millennium activities. Advancement
as some decry as the factor that was affecting the environment. This advancement to
technology was truly created by the businesses that inclined profits more than that of the
responsibility to mother Gaia.
This writing was a simple pitch to the solution to take care of the environment in a micro
perspective that will at least help to save the mother earth. As it was discussed in chapter 2
that, now is the time to prepare and make solutions. Waiting will not help us at all.
This paper properly evaluated the effects of businesses in the environment while
operating it inside the IE or either operating outside of the IE. The distinguish pattern as to
how we can at least get a choice to operate business with care to the environment is hereto
described below:

Looking at the two Photo inside and outside of IE with the same breach, as hereto
compared (Picture-a and Picture-b), we can make an instant conclusion that Double-Layered
Scheme of Protection can meet Environmental and Business Challenge, together with
enhance monitoring using IRR.is very helpful to prevent further environmental problems
coming from businesses that violates the rule.


This writings did conclude therefore that as based on the main objective, the doublelayered scheme of protection can meet environment and business challenge in Indonesia.

It is by way answered through the total assessments of the data that was gathered,
observed and evaluated especially in making the comparative analogy between those
businesses that operates inside IE and those that operates outside of IE. This conclusion
that the double-layered scheme of protection and an enhanced monitoring within the
industrial estate will absolutely answer the environmental and business challenge of
Indonesia which is the anguished disposal of the pollutions of the footloose companies,
direct to the tributaries which was the river, streams, brooks, lakes down to seas. With
these writing, people will be aware of the distinction between those companies operating
outside of IE and those inside of IE. Perceptions of the people will change about the IE
and the betterment it can create to the surroundings. Further, businesses will know the
distinct advantage as they are housed inside IE even if they have breached the parameters
of standards in water effluent due to accidental, unintentional or even intentional as well.


This writing made an inference also that an alternative way of the government to prevent
environmental business enigma was to transfer these businesses outside of IE to inside of
IE and be subjected to the use of the double-layered scheme of protection to meet
environment and business challenge by the facility inside IE. When these businesses were
operating already inside IE, then these are fully subjected to the IRR procedures.



This writings concluded that in order to improve the businesses in Indonesia, government
should find ways to relocate the manufacturing facility inside the IE thus environmental
problems will be eliminated and at the same time those businesses that operates inside the
IE will enjoy the benefits of the sustainable development with high business returns.



This writings concluded also that the government‘s weakness was on the lack of capacity
on human resources and infrastructure (Nakatsuma, 2008) to monitor erring businesses of
Indonesia. Hence, the work on the ground was becoming re-active and not pro-active thus
damage to environment was inevitable. Realizing this factor of deficiency to monitoring
due to lack of human resource and infrastructure, the government of can now find ways to
improve this situation by simply attracting businesses to conduct operation inside the IE
and embrace the ways on the double-layered scheme of protection that meets the
environment and business challenge with enhanced enforcement on the ground, so as not
to pollute the water in environment.



This writings lastly concluded that the capability of the existing manpower resources and
physical assets of the government is not enough as evaluated in the interview processes
and in the data observation. Since the ratio of the manpower to the number of footloose
companies outside of IE is so huge, and the ratio of the businesses to the land area
covered by each enforcer is not enough then this conclusion of capability was really way
below to what was expected from the government. Improving the government assets at
present situation is not observable hence the capability of the government is really not
effective as the date of this writings, so therefore the IE with double-layered scheme of
protection could meet the environmental and business challenge and can pave the way to
control more on the environment with the most logical business returns as well.

B. Recommendation
This writing was recommending to immediately resolved issues over the businesses that
operates outside of IE so as to immediately protect the people which was now suffering much
on the negative impact of the environment especially on water quality. Furthermore in order
to protect this environment and to resolve the issues created by the footloose companies, it
was highly recommended to do the following:



Give incentives to the companies that operates inside the IE so that the double-layered
scheme of protection will be always included and in-placed in the day-to-day processes of
each and every businesses with complete compliance also to the enhanced enforcement of
the rules within IE.



Popularize the use of IE in Indonesia, so that attractiveness of businesses will be
concentrated inside the IE itself. If this will happen, then the water pollution will be
mitigated at the very first on hand at least, even if not to the fullest, and businesses are
still in a winning scenario.



Regulators and enforcers shall strictly imposed the rules and regulations to the utmost
to those businesses outside of IE even if there was lack of capacity on human resources
and infrastructure so that these businesses outside of IE will have no other way but to
enter to the IE so that potential errors will be at least eradicated.



Government should give more tax holidays and more incentives to IE infradevelopers so that more businesses will be housed inside the IE thus, the environmental
challenge and the business challenge will be properly alleviated through the use of
double-layered scheme of protection and with enhanced enforcement of IRR.



Each and every IE developers should adapt, follow, consider, copy, and duplicate the
IRR processes of summons as it was effectively done in MM2100 IE.



For the legislators, they should file a moratorium to give at least 10-15 years that
those businesses within the 100 kilometer radius of Jakarta that operates outside of IE be
transferred inside of IE in order to prevent water pollutions in Jakarta where the degree of
the people concentration was large. This was to lessen the business negative effect to
rivers, and to other bodies of water. Do the way how Ho Chi Minh City of Vietnam
implement such kind of regulations which was revealed in the earlier discussions hereto.



For the local business operators – If they were outside of IE, they should have to
operate their business with due diligence to follow the rules and regulations. If antipollution pre-treatment devices were not properly working, immediately stop the
operation of the business and find first the solutions. To house their facility inside IE will
lessen their anxieties of unintended errors, since there was a second-layer of protection
scheme which will be provided by the IE thus business continuity is still in effect.



IE employees as private enforcer regulators shall not stop the unending paradigms
inside IE even if these are already a redundant work for them. Continue to motivate
enforcers to actively participate in the Factory Inspection Orders over the Deed of
Restrictions to positively gain the improved environment in IE.



The government shall continuously and actively promote care to environment and
include in the requirement in making the ANDAL to have an emergency fund that will
alleviate the conditions of the surrounding environment where the proponent is located.
This is to at least increase the funding needed for a good monitoring and enforcement.

These recommendations were based on the data, observations, results of business
exploration, and business solution with proper interviews and opinions. Furthermore, the
recommendation that was made herein tends to answer all the objectives of the study stated
and declared in the early chapter of this writing.
For completing the effectiveness of this recommendation, the cost benefit of this writing
implies that there was bounty business gain for IE developers when the double-layered

scheme of protection was implied and the enhanced IRR was enforced. This is through a
penalty imposition which is called Sharing Cost.
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Abstract. The rapid growth of Information, Communication and Telecommunication (ICT) in this digital era has
been able to connect the resources that exist among humans, service offering, device, network and application
to build a business ecosystem that makes the world becomes convergence and borderless. The domination of
various research and development activities of ICT in Asia include Indonesia, shows that all of stakeholders in
this industry have to continually indentifying the innovatiove solution either technology, business or product and
services to have a significant role in the formation of end-to-end ICT ecosystem. TIMES service, especially
IMES is a new business developed by Telkom in the New Economy Business area in the form of New Digital
Services. Telkom performs the principles of creating, choosing, composing, chanelling and commercing to
create the innovations of Digital Startups that will be managed to achieve maximum result in the Incubation
Program of Telkom Group (Indigo). Through that stages, the management process is carried out to achieve the
success of innovation.This study tries to identify the success of Startup in Incubation Program of Telkom Group
(Indigo) to produce the successful digital product. The approach used in this study is a Qualitative Method that
the researcher previously carried out several literature study on Startup and Innovation in general and tried to
explore more detail together with the Expert and Starups that was assessed to have sucessfully producing digital
product in the Pasar on Telkom’s Incubation Program. The group of factor is examined by Sustainable
Competitive Advantage Model on the service industry as resource and skill variables that affects Sustainable
Competitive Advantage including Synergy, Product, Process, Innovaton Management, Communicaton, Culture,
Experience, Information of Technology, Innovation Skill, Functional Skill and Implementation Skill.

Keywords. Innovation; startup ; competitive; factors.

I. INTRODUCTION
Innovation is expected to give prospects to grow new business, new work, the growth of
productivity and more important is as a driver of economic growth and development.
Inovation has been recognized long ago as the main driver of economic growth in developed
countries. According to OECD reports as quoted by Declan Caroll (2016) in a Research
Report of The EU-Indonesia Trade Cooperation Facility that for more than 50% of world
economic growth, Innovation has driven economic growth and will be continue in the future.
The transition process will occur and developed country need to increase their ability to
compete in global economy and knowledge.
Tabel 1. Level of Competitiveness Several Countries
Indicators

Indonesia

Malaysia

UK

USA

Population

252.81m

30.1m

64.51m

318.86m

GDP

2,553bn

711.79bn

2,426.46bn

16,618.12bn

Competitiveness

37th

18th

10th

3rd

Innovation

97th

32nd

2nd

5th

New Start-ups

47,549

49,203

537,658

988,486

Start-up Rate A

18

163

833

310

As the previous table shows, the more innovative a country, the more competitive it is.
The UK, for example, as innovative and competitive country has produced significant amount
of Startup. Innovation needs to develop and have a highly educated human resources to create
innovation culture and entrepreneurship that will drive the future growth and prosperity. The
reports also stated that the economic and social growth through innovation in the creation of
new growth are also important for Indonesia which has the fourth largest population in the
world and the third highest in terms of youth, after India and China and as it is recognized
nowadays that the younger generation is becoming key actors in innovative sectors such as
Information and Communication Technology (ICT)
II. INNOVATION MANAGEMENT IN TELKOM
As a company engaged in ICT, Telkom responds with a startegy to develop end-to-end
integrated ecosystem ICT in Indonesia completed by business case for the holistic solution
development of TIMES Convergence (Telecommunication, Information, Media, Edutainment
Services) such as advertising, mobile applications, content, big data analytic, cloud, payment
system in every ecosystem which is being developed by TELKOM , among others, mobile,
home, small medium enterprises, and smart city.
To be the King of Digital is one of strategic business Telkom in realizing end-to-end
integrated ecosystem ICT in Indonesia, where digital business is a TELKOM‘s hope to be
able to competitively and sustainably grow (sustainable competitive growth) through Build
Coherence Digital Innovative Ecosystem.
In the implementation, nowadays, TELKOM carries out business services investment of
Telecomunication, Information, Media & Edutainment Service (TIMES) in Business
Ecosystem convergent. The investment carried out in the business services of TIMES is by
creating the innovation of digital products of TIMES services, especially IMES, which is a
New business developed by Telkom in the area of New Economy Business in the form of
New Digital Services. Hereafter, Telkom formed a Unit of Digital Services Division to
manage Telkom‘s Innovation (Group) performing the principles of creating, choosing,
composing, chanelling and commercing to realize innovation that will be managed in order to
achieve maximum results. Management process is carried out through those phases to
achieve a benchmark of the success of an innovation.
As obtained from several reference that about 90% (Ninty percent) of all Startup
businesses ended or can be said having a failure, and the first failure is in the first 120 days
(one hundred and twenty days). Avoiding the problems of innovation management, Telkom
has designed services and digital product innovation management that aims to keep it grows
facing the business competition by developing Creativity to Commerce (C2C) Startup Model
in the form of Open Innovation with several programs as follows:
A. Program Selection
Selection Program for Startup that has innovative idea/product/business to enter the
Incubation program. Roadshow is performed in several major cities to promote program and
also gather creative digital Startup in the location of roadshow so that they can participate in
Indigo Incubator Program. Mostly, Startup/ Startup candidate has just started the digital
business after they finished their education with less than two years of experience in an
average with the unformed digital business skills. The quality of Startup and talent source
have not been formed. The desire to try to become Startup is another form of seeking job so
that their commitment to develop the Startup becomes unfocused. Each team of Startup has
not have the same motivation to grow together with the Startup that their managed with the

possibility ignoring big salary offered by the major companies. Most of them come with ideas
that have not yet showing digital product market needs because it has not supported yet by
the understanding of good digital business. The early condition causes many ideas cannot be
continued.
B. Product Development
Provision of intial capital for Creative Digital Startup to carry out the validation of Idea,
Product, and Business Model. The average of selected idea is about 3-4 % or about 20
products each year. After finding the idea of product which is considered required by the
market, Startup have to focus in carrying out various specific role to develop product to
achieve some metrics in each stage as a measure to pass to the next stage. Metric defined at
each stage is a metric that describes Digital Product Performance suitable to the each of
market condition, so that it is expected that Startup completes their knowledge about digital
business from both market and technology aspects.
C. Program Management
The management/operation activity covering the organizing event to community
development and assistance program/mentorship for Startup inkubated. In general condition
as the Startup has focused on developing product, they can no longer be directly involved in
all things that it takes resources who have digital business ability or a management team
which is required to help manage the growth stage of a Startup. Mentorship activity in Indigo
Incubator itself involves the Business Digital Players consist of Permanent Mentor and Guest
Mentor both from domestic and abroad. The mentors will review the progress of product and
provide knowledge and experience to the Startups..
D. Mentoring Programs
The activities to increase the value of Indigo Incubator in terms of knowledge, incubation
concept, market access, through cooperation with Global Incubator and obtain guidance from
Global Mentor to the development of Startup compentency.
Considering the great expectation towards the growth of Digital Services to Telkom‘s
business in the future, it is required some efforts to maintain the success of Digital Innovation
of Startups in Indigo Incubator Program.
III. STARTUP
With the development of the business through online media which is supported by a very
fast internet penetration, many new companies with a platform website (web-based) have
sprung up. These companies are called Startup. Some experts defined that Startup as a early
company that is still looking for forms that full of uncertainty with the passion to grow.
Startup as a business unit is an information technology-based company that provides their
services or products via offline or online, and also mentioned that the development of today‘s
condition, Startup is more known as a small company that has hosting or domain in the form
of website or blog. (Arjanti and Mosal, 2012). Startup is a company that is still looking for
the form of business (profit) that can be enlarged continously. (Blank,2014). Startup is
Company which is designed to grow, its essence is growing and everything related to the
company is growing. (Graham, 2014)
Startup is an institution designed to develop new product or services and it is in the
condition that is full of uncertainty, a condition that is hard to model and it is not important
how much the risk is but it certainly is a risk of uncertainty itself. (Ries, 2014).

The development of technology brings many new opportunities to grow the national
economy. However, these opportunities are directly proportional to the challenges that still
impeding the movement of digital creative industry. The Agency of Creative Economy in
2015 presented the results of research as Indonesia Startup Opportunities as follows:
 The high adoption of mobile application by users of mobile devices (smartphones and
tablets) with a user penetration of smartphones and tablet itself reached 97.5%.
 The users in average open online application for 60 minutes per day. The most accessible
application is Chat application, later, marketplace application. Meanwhile, social media
application such as Instagram, Facebook and Path is in the third position (76 %).
 The age range of the most actively accessing digital applications is 18 to 21 years.
 The contribution of digital applications is still very small at only 1.6%
With the opportunities as described previously, the Startups in Indonesia have the
opportunity to develop and grow great but in line with the company which is still looking for
its form, then, Startup need to find the conditions that helped to successfully run the digital
business.
IV. THE SUCCESS FACTORS EXPLORATION OF INNOVATION
Becoming the successful Startup, Startup could follow the path of previous Startup. The
identified critical success factors are not much different from the factors that are found when
examining the success of entrepreneurs in general. Several factors are specific enough for the
innovative enterpreneurs. The two groups of important factors identified: organization and
enterpreneur itself. (Groenewegen and Langen, 2012). Even it is less known about how they
failed and our understanding of Digital Startup as the unit of enterpreneurial will not be
complete until we have a clear understanding of what makes them to be successful.
Liao(2008). It is important to consider this issue in order to help Startup build a digital
business effectively and efficiently, which in turn stimulate the innovation. Startup can learn
from the successful and unsuccessful startups to find out what factors are most important for
the success, and so the startup can gain benefit by focusing on such factors as their path to
success.
There are several identified factors that influence the success of innovation, specifically
on digital services innovation. The Sappho-study followed by Cooper New Product
Development Project (1980) stated that survival is determined by three factors. The first
factor is the extent to which a unique and winning product compared to existing alternatives.
The second factor is the understanding of innovation on the development of (future) market
and the third factor is the product synergies with the resources company's overall in
technology and manufacturing, these factors determine the half of product feasibility.
Research from Maidique and Zirger (1984) stated that the success of innovation is not the
success of a single factor but it is an achievement of the various activities of the company and
project-related factors. Lowson and Sampson (2001) provided a model of organizational
capability which consists of seven elements: vision and strategy, competence, Organizational
intelligences, creativity and idea management, organization and systems, culture and climate,
and technology management. The success factors of innovation are usually grouped on the
source of those factors. Panne et.al (2003) divided the factors grouped in the classification of
the four main areas (Firm related factors, Project related factors, Product related factors, and
Market related factors, which include the corporate culture, experience with innovation,
Research and Development teams ( R&D) and the company's strategy towards innovation,

complementary projects with the company's resources and innovation management, Relative
price and Quality, Market Potential and Market Communication. Nybakken, E and Jenssen,
J.I (2012) conveyed Innovation Strategy and Working Climate affects the performance of
Innovation. Nylen and Holmstrom (2015) identified the factors that influence the Digital
Innovation which includes user experience; value proposition, scanning the digital
environment; digital innovation, new skills; Team and dynamic digital innovation processes.
Menkveld (2012) identified the factors that influence the success of Startup Digital consisting
of Capital, Resources, Networking, Knowledge, Competence, commitment and motivation,
Vision, Experience, Decision Making, Technical Background, adaptation to change,
knowhow of Startup of how digital business run a business, business Models, Market
Knowledge, colaboration / Synergy team and Monetization.
From the literature review following a number of factors that are considered as factors
that affect the success of innovation as follows:
Table 2. Innovation Success Factors
AUTHOR

GROUP FACTOR

SIGNIFICANT FACTOR

Lowson and
Samson (2001)

Organisational Capability

vision and strategy,
competence base,
organizational intelligence,
creativity and idea management,
organizational structures and systems,
culture and climate,
management of technology

Gerben et.al
(2003)

Firm related factors;
Project related factors;
Product related factors; and
Market related factors.

Experience, Organisasi, Strategi
Inovasi, Inovation Management,
Complementarity, Inovativeness dan
Uniqunes, Skill Teknologi Marketing

Nybakk, E &
Jenssen, J.I.
(2012)

Innovation strategy
Innovation Working
Climate

products, processes, business systems,
expenditure in R&D.
team cohesion, encouragement,
resources, autonomy, challenge, and
openness to innovation

Daniel Nyl n dan Produk, Environment,
Jonny Holmström Organisation
(2015)

User Experience
Value Preposition
Digital evolution scanning
Skill
Improvisation

V. Research Variable
This study will take an approach of Sustainable competitive advantage model in service
industries: A Conceptual Model and Research Proposition Bharadwaj et.al (1993) stated that
the Resources and skills is one of Resources elements influencing Sustainable Competitive
Advantage. Resources and Skill Synergy herein include, among others, Product, Process and
Managerial Innovation, Culture, expertises / Learning / Experience, Information Technology,
Innovation Skills, Functional Skills and Implementation skill. These variables will be studied

more deeply as variables that is estimated to contribute to the success of digital Startup to
produce good products.

Figure 1 The proposed Research Variable.
VI. DEFINING VARIABLE AND RESEARCH ITEM
From the results of the literature and initial study, researcher defined several research
variables and indicators as follows:
A. Synergy
Digital business has led Startup enter the business world. Research reports of The EUIndonesia Trade Cooperation Facility stated that there is more than forty thousand new
companies that emerge each year in Indonesia alone. Almost all industries are filled with new
players who want to find out a niche for them, which means speed is essential. It is usually
synonymous with the early stages when startup attempted to stand with minimal resources
and should be able to do many things in a short time.
Behind all the facilities that will be acquired by the Startup in Indigo Incubator Program,
the work results especially in the early stages is determined by the team that lies behind.
Besides they must have a high ability to deliver maximum results, those who are on this team
often have to handle more than one task at a time.
Synergy variables that will be studied more deeply is how each member of the Startup
trying to improve their capability, share knowledge and skill among them so that they can
accelerate the existing development process and ultimately have an impact also on the
efficiency of resource used. According to the existing challenges in the Startup and literature
then some of the items that will be more examined for synergy variables are as follows:
1) Sharing knowledge and interpersonal skills.
2) Sharing knowledge and skills to accelerate the work.
3) Sharing knowledge and skills for resource possible
B. Products
In a digital product, the design is something very important. Good design is able to help
the company to achieve its business goals. A design is successful when the User involvement
is getting better. Products must be easily accessible to everyone, really easy to use by user

according to their priority needs and not make the User burdened with other disruptive
elements.
Consistent of the design should also be considered related to the layout, design elements,
typography and interactions to reduce the burden to the user. The consistent could have a
positive impact on the consistency of the user experience, so it is very necessary. Digital
products and services should be able to provide a meaningful experience for the user, have a
design that concern about aesthetics and raise the involvement of users (Nylen and
Holmstrom, 2015). These things will become a challenge when Startup starts the
development of digital products.
Product variables that will be studied more deeply is how Startup is able to produce
products that are easily accessible, easy to use and in accordance with the aesthetics of a
service of digital products so that users feel the ease and convenience of using the product.
According to the existing challenges in the Startup and references then some of the items that
will be more examined for variable products are as follows:
1) Ease of use Digital Product (User Experience)
2) Ease to interact with the Digital Product (User Interface)
3) Product aesthetic in Digital Products and Services Designs
4) Engagement : Digital Products and Services have been produced to provide a meaningful
experience to the user
C. Authors and Affiliations
After finding the idea of a product, the Startup should be able to make a product or
service that is preferred, desirable and of course, required by the customer. Startup must be
absolutely sure that they are making the right product for Users. The Startup must explore the
market, look for assumptions or opinions of people, and discover new opportunities that are
potentially more profitable. The digital product development process involves information
about the user, digital product components, information about new hardware and services as
well as knowledge of the channel being used. (Nylen and Holmstrom, 2015)
The process variables that will be studied more deeply is how Startup can run the product
development process so that it can produce a product which is preferred by customers and
provide solutions needed by customers. According to the existing challenges in the Startup
and references then some of the items that will be more examined for variable products are as
follows:
1) Exploring information about User Behavior
2) Exploring information about User Needs
3) Exploring information about Digital Product‘s Component
4) Exploring information about new hardware & services including those that are still in
development phase
5) Exploring information about the development of digital technology information channel
(eg, software platforms, operating systems, and web services)
D. Innovation Managements
Once want to establish a business or Startup, Startup must have an explicit purpose. It is
found that many of them that newly set up a Startup, dive directly into ideas that are very
brilliant for the development of their Startup, without thinking about why they do that.

Without an explicit purpose, a startup will have very difficult path to follow. Likewise, when
they face a problem, it will make them harder to resolve problems
Only establish without having a plan for growth, of course, it would be useless. Because
Startup certainly want a business that he started continues to grow and develop as long as
possible. Startup must have a plan for each process of growth that will be passed and be
realistic in planning future business. Startup is a unit that is designed to create new products
or services in the middle of high uncertainty.
The variable of innovation management that will be more examined is how Startup is able
to manage innovations so that it can run the development process fast and reduce the
uncertainty that will occur as a characteristic of digital products. According to the existing
challenges in the Startup and references then some of the items that will be more examined
for variables of innovation management are as follows:
1) The speed of decision making – (Cozijnsen (2000))
2) The use of a gradual process (Crawfor (1991: 27)) (Maidique and Zirger (1985); Pinto
and Slevin, (1989)).
3) Planning detailed activities and well defined.
4) The speed and depth of evaluation thereby minimizing the inherent uncertainty projects
5) The certainty of human resources availability
6) The certainty of funds availability
E. Communications
Startup of digital products in general will face the market situation which is not yet or
have recently established so that the efforts are required to introduce startups to the industry.
In general, an incubation program gives special attention to the media to introduce the
products made by the participants. Communication Variable that will be studied more deeply
is how Startup is able to publish the presence of Startup, mainly products value offered to
users so they can accelerate product acceptance in the market. According to the existing
challenges in the Startup and references then some of the items that will be more examined
for Communication Variables are as follows:
1) Publication of Startup digital product value (Connor and Rumelt, 1991) at Bharadwaj, et
al,(1993)
2) Publication of Startup achievement to become standard industry. (Connor and Rumelt,
1991) at Bharadwaj, et al,(1993)
F. Cultures
After finding ideas and make products needed by the market, each member of Startup
should focus on performing various specific roles of product development with targets as
outlined in several metric. This can only be performed by the best people. Initial discussion
together with Startup said that it was not as easy as expected. Startup must be motivated
constantly to face difficult times, especially in the growth stage. Digital startup that is
building its business should make the organization as a comfortable place to work, the
cultural aspects of labor must be kept. Especially when the people who work inside are from
a variety of different backgrounds. Startup, certainly do not want if each person feel not
belong to each other and indifferent to their partners, all team members must always know
what the company is doing, why, and what to do next and why.

Variable of Organizational culture that will be more examined is how Startup is able to
create a comfortable working atmosphere and conducive and can support them to interact and
communicate to make the Startup become Solid Team as a team formed of young people
from several different backgrounds . Culture is also expected to continue to grow motivation
and dedication of each team member to raise Startup. According to the existing challenges in
the Startup and references then some of the items that will be studied more deeply for
Variables of Organizational culture are as follows :
1) Management of flexible working ((Avital and Te‘eni (2009)).
2) Allocation of special time for improvisation efforts (Lawson and Samson (2001)
3) Effective communication between the Operator and Startup
4) Startup motivation to become Enterpreneur in Digital World
G. Experience
Referring to the Wall Street Journal published by Scott Austin on February 18, 2015 on
the website: //graphics.wsj.com/billion-dollar-club it is stated that 80% of the Startup
founders that are worth billions dollar have ever established one or several Startups
previously, so their success mostly are not from their firsts establishing Startup. Further
indicated only a few startup that had never had the experience of working in the area of
technology, almost all the major Startup have had experience in the technology sector. From
these data it appears that the experience is indeed a significant effect, especially if we want to
establish a digital startup that focuses on technology as a key component of our product.
Variable of Organizational experience that will be more examined is how Startup is able
to maximize previous experience to manage organization or produce better product.
According to the existing challenges in the Startup and references then some of the items that
will be studied more deeply for Variables of Organizational Experience are as follows:
1) Experience in developing previous product is allowing the company to fix the next
innovation (Panne, Beers and Kleinknecht, 2003)
2) Experience in previous product accelerate time to market (Maidique & Zirger, 1985;
Zirger, 1997).
3) Experience in previous product increase efficiency. (Maidique & Zirger, 1985; Zirger,
1997).
4) Startup provides higher priority to engage in similar products (Stuart and Abetti, 1987;
Bessant, 1993)
H. Information Technology
Startup in the development of the business will use, exploit, and develop information
technology as a support or even become a business startup itself. The challenge for Startup is
how to use existing technology to become a success Startup.
Technological resources such as architecture, standardization of information technology
systems as well as hardware and software units of information technology (Rockart & Short
(1993) and Goodhue (1996)
Variable Information Technology that will be studied more deeply is how Startup can
take advantage of information technology to support business success either as principal or as
a support and how the ownership of the Information Technology.

According to the existing challenges in the Startup and references then some of the items
that will be studied more deeply for Variables of Information Technology are as follows:
1) Architecure (manage units in IT system)
2) Standardization of IT system
3) Hardware and software used in IT system (for
I. Innovation Skill
The most common initial obstacle for Startup in building Startup is of course ideas,
capital, and resources. It is required unique and valuable ideas to the user in order to make
ideas become competitive and attractive to Financiers to provide start-up capital in order to
grow further Startup. Startup will start business with minimal resources and it is hard work
and requires high commitment. By running Startup business, it is required to think as an
enterpreuner. By starting a business/ Startup businesses will find a wide range of parties with
different views, different businesses which could possibly open up new opportunities for
Startup. Building relationship among enterpreneur even customer, sharing various ideas are
able to increase the ability towards new things to support business is something that must be
carried out by Startup to run their business.
Variable of Innovation Skill that will be more examined is a basic capability that supports
Startup to grow digital business which has high uncertainty with newly formed market and
also the team condition that still new formed with business ability which still have to be
increased. According to the existing challenges in the Startup and references then some of the
items that will be studied more deeply for Variables of Basic Skill are as follows:
1) The need for basic skills, knowledge, abilities and personal qualities to support the
success of managerial and entrepreneurial innovation (OECD, 2011) (Hawkins, Julia A.
Rudy, Wallace, 2012)
2) The sustainable learning from the unique nature of digital products.( Nylen , Holmstrom;
2015) (for
J. Functional Skill
Startup in its business development will use information technology as a support or even
become a business startup itself. The challenge for Startup is how to use existing technology
to become successful Startup.
Variable of Information Technology that will be studied more deeply is how Startup can take
advantage of information technology to support business success either as principal or as a
support product (Hawkins, Julia A. Rudy and Wallace; 2012) as follows:
1) Ability to use software and hardware
2) Understanding of internet technology
3) Understanding hardware / system architecture
4) Troubleshooting software and hardware problems
K. Implementations Skill
Startup is a kind of new business in the earliest stages of development with a relatively
new industry or unformed. Startup is usually formed because of the problems to be solved
such as the case of VenueKita which is one of Startup that fostered by Indigo that they felt it
was so hard to find room to conduct meetings, parties or anything in big city like Jakarta so
that they developed an application to bring the owner of the room and the user together.

Another example is the Transport Booking Online such as Gojek and Uber for instance,
started from the problem of how difficult to get vehicles in major cities, especially in Rush
Hour so they tried to make the application solution for ordering vehicles. By unformed
industry then some elements of industry do not exist as well. Seeing some cases of the digital
products implementation such as Uber Gojek, regulatory elements is one of the important
factors that must be anticipated for the implementation of digital products..
Variable of Implementation Skill that will be more examined is Startup ability to
anticipate and prepare regulations related to the implementation of the product to the user.
According to the existing constraints on Startup and references then some of the items that
will be examined further for Variable of Implementation Skill is as follows:
1) Knowledge of Government Regulations regarding the implementation of Digital
Products.
2) Knowledge of the legal aspects of digital products commitment
VII. MODEL AND RESEARCH VARIABLE REVIEW
Reviewing models and variables in this study, researcher conducted discussions with four
personnels that the author assumes having capacity and supported by direct assignment to
manage Innovation and Incubation Program of Telkom from the Startup. The personnel
composed of the same level of Manager and GM as well as Director of Telkom Subsidiary.
VIII. EXTRACTING DATA
Interview is the primary data collection techniques to collect data from informants /
participants in the qualitative methodology. Interview varies based on the number of people
involved during the interview, the level of the structure, proximity interviewers to
participants, and the number of interviews conducted during the study. The requirements in
the determination of the informants was based on the breadth of information owned by the
informant and activity related to the problems used as a focus of research.
As according to the requirement that there are criteria. First, participants are those who
must have the necessary information. Secondly, those who have the ability to recount their
experiences or provide needed information. Third, those who are really involved with
phenomenon, events, problem, in the sense that they experienced it directly. Fourth,
participated to be interviewed. Fifth, they must be not under pressure, but full of compliance
and awareness of the involvement.
In accordance with the topic of study then the selected informant is Startup believed to
have been successfully developed products and has reached Market Acceleration Stage in the
incubation process stage. Startups selected as a Participant / Information of Interview are as
follows:
Table 3. List of Informant .
NAME

AREA

STAGE

RESPONDENT

AMRSE

Energi

Market Acceleration

Founder/CEO

SONAR

Data Analytic

Market Commercial

Founder/CEO

INFOKES

ehealth

Market Commercial

Founder/CEO

XIGENT

Security

Market Acceleration

Founder/CEO

KAKATU

Family

Market Acceleration

Founder/CEO

IX. ANALYSIS OF INTERVIEW RESULTS
Interview is the primary data collection techniques to collect data from informants /
participants in the qualitative methodology. Interview varies based on the number of people
involved during the interview, the level of the structure, proximity interviewers to
participants, and the number of interviews conducted during the study. The requirements in
the determination of the informants was based on the breadth of information owned by the
informant and activity related to the problems used as a focus of research.
A. Sinergy
On the way raising the company, the Startup requires some aspects of skill that in general
consists of technical, business and marketing skills. The founders of Startup can be formed
from one or a few people and they will try to form such skills by sharing and collaborating
with each other to complement those skills. The forms of sharing performed namely in the
form of direct discussions, sharing knowledge, review and provide input in any activities
performed regularly as needed.
The Startup personnels should also be committed to share and open to learn new things
outside of the scientific background and set aside time for sharing. The level of knowledge
learned is not deeply but just to know globally. Sharing activities can be performed regularly
in accordance with the needs of the program and the theme taken can be adjusted to the
program needs such as the operational program issues while the other personnels would
provide the solution to overcome those problems. The sharing activities should indeed be
followed by three mandatory expertises for startup so that it can form discussion and
complete each other.
The benefit of sharing or collaboration that is felt by Startup is work processes and
decision-making become faster because each team member has had the same and more
comprehensive understandings about the Startup capabilities. Another thing that is revealed
from the Startup is that the benefit of sharing and collaboration is also to establish a
togetherness and mutually spread the spirit to be more advanced on all the team members and
create strong as a family to grow and succeed together.
From the interviews, Synergy becomes an important things to do for Startup as kind of
complementary expertise needed by Startup covering technic, business and marketing skills.
The form of synergy that is carried out include direct discussion, delivery of best practises,
review and provide input in every activity and can be carried out at anytime in accordance
with the program needs. The perceived benefit is more towards accelerating the work process
and decision-making.
B. Products
To provide a meaningful experience for the user, the product must provide direct benefit
to users. Startup must provide special attention that the product will be developed should
depart from the existing problems in the Users and deliver products in accordance with the
User needs.
Other things beyond the product functionality such as ease of use and convenience to
interact with the product are something that can be the next priority. It is also reinforced by
Sonar, the informant Startup, which stated that the User Interface is part of an application that
we should put something beneficial for the users first and then the ease of application will
follow automatically.
The ease of interaction is also depend on the users. The forms of B2B pattern services
with the users is the company. The form of ease and convinience can be made in the simple

form such as a color display and simple graphics. The ease and convinience factors as well as
aesthetics application can be placed as the other advantages factors facing the competition
after the aspect of product functional is accomplished.
From the interviews, all of Startups are giving equal emphasis that the products developed
must depart from the existing problems in the Users and provide benefits to users. Startup
must explore the problems perceived by the customer either by direct discussions or always
ask the customer.
C. Process
The initial process in developing product is how they have to understand what becomes
the user‘s problems and what kind of product is needed. It must be carried out as a first step
of development. Several things can be carried out to find out the problems and needs of
customers are regular discussion either through direct meetings or via online and or visiting
and making discussions with the holders of the process.
Extracting information about technology support for the product must be carried out by
Startups themselves. For Startup as it is strongly influenced by the role of Hardware and
Devices gives special attention to aspects of monitoring technology by forming special teams
The Startup emphasizes that technology factor is not something that should be discussed
as top priority, but the technology allows Startup to produce the innovation of better, nice,
easier and simpler product in accordance with user and market needs.
From the interviews, Startup said that the development process of digital product is
started from how they have to understand what becomes the user‘s problems and what kind
of product is needed. Several things can be carried out to find out the problems and needs of
customers such as an interview, regular discussion through direct meeting or via online. For
Startup as it is strongly influenced by the role of hardware and devices have to take special
attention to the monitoring aspect of technology by forming special teams or allocating
specific time for iteration and monitoring. Extracting information about technology support
for the product must be carried out by the Startup itself. The factor of technology is not
something that should be discussed as top priority, nevertheless, technology allows Startup to
produce the innovation of better, nice, easier, and simpler as well as faster product.
D. Process
The establishment of Startup usually starts from the ideas that emerged from one or
several personnel then they try to make the idea into a product. So that the existence of
Startup can be initiated from the availability of idea and personnel of the idea owner.
In the early stages of development, Startup usually do not generate revenue therefore
funds are required so that the team can be more focus. Unavailability of funds makes Startup
personnel will tend to do a side job (bootstrap) and it will make the team out of focus that
causing work to be longer. Once an idea is formed and Startup convinced of the idea, they
will focus and sometimes the personnel of Startup decided to resign from their previous work
that is why funds are required in order to make Startup focuses on developing product.
Startup is performing product development by phased process using an approach to
Project Management or Lean Process which the development process made in the stagephases and each target made in the detailed form.
The review process carried out at each stage based on the targets that have been prepared
and agreed with the involvement of the founder or the CEO as the holder of a dominant

decision. To facilitate the evaluation, some of the targets are made in the form of Matrix
targets
For a startup that have already grown and have a great team then evaluation mechanisme
is carried out hierarchical. Preparation of targets is carried out by team or division then the
review and evaluation carried out until the level of BOD
In the Development Process, Startup also makes the process of communication and
review with the Mentor facilitated by the management of Indigo Incubator Program.
Mentorship activities carried out regularly which is a means for the Startup to find the
reference of product development process. The mentorship programs are considered effective
for reference and sharing of experience in application development.
E. Communications
As a new emerging company, Startups need to communicate and introduce Startup to the
industry in the form of publications in accordance with the market pattern of each Startup. As
it is presented, As it is said, Startup with the pattern of B2B products tends to make a direct
approach to the user and do not use social media channels
The Startup feels the benefits of this publication as the number of downloads increased,
the number of active users increased or the emergence of several new cooperation
opportunities from multiple enterprise users.
F. Cultures
The Startup tries to establish a culture and working mechanism and adapted to the stage
of existing form of the company. The Startup that have started to grow and expand with the
increasing number of employees began to apply more formal work mechanism. It is
characterized by the more formal of working days and hours.
For the newly formed of Startup with the few number of personnel is still forming the
more flexible of work mechanism characterized by unregulated working hours but for
facilitating coordination could still be made to work in the same.
To support the creative atmosphere and continue to improvise, some of the activities
carried out by a certain time allocation and regular includes book review, discussion and
freshing ideas. Communication is also a matter that is trying to be built by Startup
The startup is also trying to bring the values outside the digital development process to
strengthen organizational values. As performed by Infokes and Kakatu, they tried to bring
Islamic values within the organization, activities such as reading the Koran and praying
together become things that they practice in working time. Those values are perceived can
bring them into a more balanced life and lead them to the same purpose in life.
From the results of the interviews, Startup tries to establish a culture and working
mechanism adapted to the stage of existing form of the company. The startup is also trying to
bring the values outside of digital development process to strengthen the organization values
such as bringing such as bringing Islamic values within the organization, activities such as
reading the Koran, praying together become things that they practice in working time. To
support the creative atmosphere and the willingness to keep learning, the Startup also do
some regular activities included joint discussions, book review and freshing ideas.
G. Experiences
Experience in the previous development program considered highly affect the
management of next program. Some influence experience perceived is acceleration time and

increasing the efficiency of work. Experience becomes the reference for the Startup to choose
products that are similar to the next products.
In addition to the experience, there are other things that must be considered, namely
Startup must also have a passion for problem areas / issues so that it can provide
encouragement and strength to the Startup to keep doing the process of developing and
producing products that provide solutions to the problems of the users.
Experience affects the next innovation management. Some things that can be used from
experience, Startup could take the best practices so that it can facilitate and speed up the work
process. Experience has also become a reference for the selection of the next program, but at
the next development, when implementation time is not a major focus so that Startup may do
the development with different types of previous products by the consideration that there is
time availability to learn new things.
In addition to the experience, there are other things that must be considered, namely
Startup must also have a passion for the developed product so that it can provide
encouragement to the Startup to produce the best result and to provide solution to the
perceived problems by the users.
H. Information Technology
In the development process of Digital product by Startups, the needs of information
technology is highle depend on the spesification of Startup product. The needs of information
technology for Startup includes software, hardware, access, interface and server.
The needs of information technology for the Startup should be made as simple and cheap
as possible in accordance with the development process which is carried out. With the
advances of information technology nowadays, some completeness of IT and other Support
Systems such as access, infrastructure, Storage Server, Application Interface have been able
to be met by several enterprise platforms with lease patterns by the mechanisme of Hosting /
Collocation which is a relatively low cost..
The needs of information technology is highly depend on the specific product of Startup
and the needs of information technology has to be made as simple and cheap as possible.
With the advances of information technology and other support system such as access,
infrastructure, storage server, interface application have been able to be met by several
enterprise platforms with lease pattern by the mechanisme of Hosting/Collocation that is
relatively low cost so that Startup can more focus to the development of devices and
software. With the condition, information technology becomes something easy and does not
become a barrier for the Startup anymore.
I. Innovation Skill
The Startup said that the primary capital to innovate is how the personnel of Startup has
the willingness to work. Startup personnel must open themselves to keep learning according
to the digital technology that continues to evolve and ready to work together as a team.
For the skill level required at this early stage is moderate skill level that is available on
product development.
J. Functional Skill
The composition of functional skill in the development of digital products is highly
dependent on the products developed and generally consists of technical covering Design,
Development, Programming, Testing and touble shooting, business and marketing as well as
support and administrative.

For supporting products such as access, network and storage can be outsourced to a third
party as a rental package for Information Technology, as it is already presented in the
previous discussion on Information Technology variables, so that the startup can focus on
software and hardware for development of products.
K. Implementation Skill
Product implementation process and the preparation of all aspects of the product such as
product-related rules and regulations are very important and must be performed by Startup
itself. The Startup must know which ecosystem that will be addressed where he will fight and
not merely technical product knowledge.
The aspets associated with the the success of products such as legal and regulatory
aspects are also presented by several Startup and also added that it should be done by Startup
themselves and can not be delegated to a third party
X. ANALYSIS OF INTERVIEW RESULTS
This study aims to determine kind of factors that affect the success of Startup to create
innovation Digital Services at Startup comprehensively associated to the factors relating to
the Organization, Company, Product and the Environment with variables that will be
examined include synergy, product, process, innovation management, communication,
organizational culture, experience, information technology, basic skill, functional skill and
implementation skill.
Based on the discussion results in the previous chapter associated with the discussion of
interview results, it can be summarized as follows:
1) Variables of synergy, product, process, innovation management, communication,
organizational culture, experience, information technology, innovatin skill, functional
skill and implementation skill are all factors considered influential towards the success of
Startup to produce innovation of Digital Services.
2) Variable of Information Technology is factor that considered to influence on the success
of Startup to produce Innovation Digital Services, but the completeness of the
Information Technology and other Support System such as access, infrastructure, storage
server, application interface have been able to be met by several enterprise platform with
the lease pattern then the coverage of Information Technology only includes devices and
software for the development.
3) The addition of a new variable in the form of interest and passion of Startup in a
particular issue, it can encourage the Startup to provide solutions to those problems.
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Abstract. The study attempted to identify factors affecting and assess the level of motivation of drivers working
using Uber Application in Uber Bandung. Motivation plays an important role in work environment. The purpose
of this study is to discover what factors of motivation that contribute most to the drivers who use Uber
application in Uber Bandung, intrinsically and extrinsically. This method of research is quantitative descriptive
with using factor analysis. The total population in this research is 875 respondents and use purposive sampling
technique to determine the sample amounted 150 respondents. For the validity test, all of the item are
considered valid since r-count > r-table. The variables which is extrinsic and intrinsic motivation are
considered reliable since the value of cronbach alpha are 0.753 and 0.752. Examination of hypothesis is done
by processing data that obtained from the questionnaire using the KMO, Bartlett’s Tests and Factor Rotation.
This tests functions to test the feasibility of a variable, and the results of the correlation between variables will
be seen by considering the MSA and test the reliability using Cronbach Alpha analysis, then interprets the
communality value of each variable using Principal Component Analysis. The KMO value is equal to 0.878
with Chi-square is 1227.983550 (df= 36) and sig= 0.000<0.05. The result show that the personal life factor has
the biggest component matrix value of 0.919 and the lowest component matrix value is the salary and wages
factor amounted 0.583. Finally, the study concluded that the drivers who using Uber application in Bandung
are adequately motivated, though a significant difference of level of motivation was noticed among gender,
different age groups, and length of employment comparison.

Keywords. Motivation; Intrinsic Motivation; Extrinsic Motivation; Factor Analysis; Two-Factor Herzberg
Theory.

I.

INTRODUCTION
According to ShaemiBarzoki, et al. (2012), human force is considered the most valuable
asset of an organization and different factors affect its performance and efficiency. In today's
world of non-stop change, in which organizations are competing with all their capabilities, a
big portion of organization's energy is put into the attention given to staff. Relying on their
human force inside the organization, today's organizations can improve their activities as
much as possible. Motivation is one of the most important factors affecting human behavior.
Motivation not only affects other cognitive factors like perception and learning but also
affects the total performance of an individual in organisational setting. Kempner (1971) and
Everaert (1997) in Velnampy (2007) stated that the importance of the training and
development programmes in order to motivate employees to cultivate higher performance
from them.Uber is an American international transportation network company headquartered
in San Francisco, California, United States of America. It develops, markets and operates the
Uber mobile app, which allows consumers to submit a trip request which is then routed to
sharing economy drivers. The case study that author choose is Uber Technologies Inc.
located in Bandung. Uber was available in 60 countries and 300 cities worldwide and
according to Loras (2015), 20 percent of it are come from APAC (Asia Pacific) countries.
Uber is basically a technology company that run the business in transportation sector. The
core business of Uber is providing the transport service that implemented in sourcing car
rental and tour as well as independent people that want to drive with Uber application
platform. Then, Uber add the words ―partners‖ that means Uber do not employ drivers and do

not invest in cars. The Uber driver is actually the driver from its car rental companies. Uber
do partnering with its partners in terms of providing service applications for Uber side and
cars supply for partner side. This paper will basically find out why people want to join with
Uber. What factors of motivation that lead them to choose Uber as their partners in gain more
earnings and be one of their occupation.
Rating System
According to Cook (2015), Uber introduce two-way rating system in 2010. The goal of
the two-way ratings system is to incentivize excellence on both sides of the supply and
demand equation. Uber uses driver ratings system to create an average rating for each driver.
It means both of drivers and riders can rate the service quality and personality each other.
And if a driver‘s rating slips below a certain amount, they‘re booted off Uber, attending retraining to share what goes wrong and explain more in detail how to get good rating from
riders, or left to either try other ridesharing services or change their job. Rating is highly
crucial for the drivers‘ career in Uber. Each cities set the different minimum ratings for its
drivers. In Bandung, Uber team set the minimum rating for drivers is 4.2 (Uber Bandung,
2015). If a driver‘s rating slips below it, Uber Bandung team will call the particular drivers to
office to do re-training. The average of drivers‘ rating in Uber San Francisco is 4.8. So, the
minimum rating that drivers need to survive is in 4.6 star. While the average rating of drivers
in Uber Bandung is 4.6 star. Uber Bandung (2015) stated that they set the minimum rating of
their drivers is in 4.2 star. The most frequent complaints that Uber riders have each week are:
a. Bad route or city knowledge
b. Poor attitude or disrespecting rider
c. Poor driving
d. Car quality
e. On phone during trip
II. LITERATURE REVIEW
Organizational Behavior
Ivancevich, et al. (2005: 4-10) explain organizational behaviour is the study of human
behaviour, attitudes, and performance within an organizational setting; drawing on theory,
methods, and principles from such disciplines as psychology, sociology and cultural
anthropology to learn about individual perceptions, values, learning capacities and actions
while working in groups within the total organizations; analyzing the external environment‘s
effect on the organization and its human resources, missions, objectives, and strategies. In the
end, the key to managing people in ways that lead to profits, productivity, innovation, and
real organizational learning ultimately lies in the manager‘s perspective.
Motivation
According to Porter, et al. (2003:1), the term ―motivation‖ was originally derived from
the Latin word movere, which means ―to move‖. What is needed is a description that
suffiicently covers the various components and processes associated with how human
behaviour is activated. Motivation theorists have stated important preassumptions that
without taking them into account, recognizing the theories of motivation and the importance
of these phenomena are impossible; this is because all motivation theories were developed
based on these preassumptions. In addition, Lai (2011) stated motivation involves a
constellation of beliefs, perceptions, values, interests, and actions that are all closely related.
As a result, various approaches to motivation can focus on cognitive behaviors (such as
monitoring and strategy use), non-cognitive aspects (such as perceptions, beliefs, and
attitudes), or both. In conclusion, motivation can be defined as a driving force within a person

which stimulates the individual to do something up to the target level in order to fulfill some
need or expectation and also involves a constellation of beliefs, perceptions, values, interests,
and actions that are all closely related.
Herzberg’s Two-factor Theory
Ryan and Deci (2000) define extrinsic motivation is a construct that pertains whenever an
activity is done in order to attain some separable outcome. Extrinsic motivation thus contrasts
with intrinsic motivation, which refers to doing an activity simply for the enjoyment of the
activity itself, rather than its instrumental value. Extrinsic motivation comes from outside of
the performer. These conditions are the dissatisfiers or hygiene factors or extrinsic factors,
they include:
1.
2.
3.
4.
5.
6.
7.

Salary
Job security
Working conditions
Status
Company procedures
Quality of technical supervision
Quality of interpersonal relations among peers, with superiors, and with subordinates.
Second, a set of intrinsic condition – the job content – when present in the job, builds
strong levels of motivation that can result in good job performance.

Ryan and Deci (2000) explain intrinsic motivation is defined as the doing of an activity
for its inherent satisfactions rather than for some separable consequence. When intrinsically
motivated a person is moved to act for the fun or challenge entailed rather than because of
external prods, pressures, or rewards. From birth onward, humans, in their healthiest states,
are active, inquisitive, curious, and playful creatures, displaying a ubiquitous readiness to
learn and explore, and they do not require extraneous incentives to do so. The factors in this
set are called satisfiers or instrinsic motivators and include:
1.
2.
3.
4.
5.
6.

Achievement
Recognition
Responsibility
Advancement
The work itself
The possibility of growth

Motivating Factors
According to Hossain, et al. (2012), Human beings are motivated by satisfying their
different kind of needs. Needs depend on many factors and vary by the person, situation,
organization, nature of works, risk, educational background of employees, experiences and
skills, position of work, etc. All employees, therefore, have their own motivational factors to
motivate them to perform their bests. In this study, Hossain, et al. (2012), ShaemiBarzoki, et
al. (2012) suggest the motivation factors that have been categorized, influence of factors on
motivation, and strategies to motivating workers.
Work itself and Environment
According to Maslow's Hierarchy of needs theory, safety and security needs come after
fulfilling biological and physiological needs. Appropriate job security assurance, challenging
work, work that yields a sense of personal accomplishment, increased responsibility are
factors cause motivation. An appropriate environment should be provided in the workplace.
These indexes can be mentioned in providing an appropriate workplace:

a.
b.
c.
d.

Low level of human emissions such as noise, dust, etc.
Safe working environment.
Absence of potential context for any workplace accidents.
Appropriacy and regularity of work tools.

Supervisor Relations
Good relationship between supervisor and the worker is a convincing issue which causes
work satisfaction. Employee's bad feelings to their immediate authority do impact on their job
performance which leads to dissatisfaction and lack of motivation.
Relation(s) with Peers
According to ShaemiBarzoki, et al. (2012), relations help to ensure the attainment of
beliefs, attitudes and shared values. Developing a shared understanding of the organization's
goals also creates unity and solidarity between different groups.
Organizational Policies
According to ShaemiBarzoki, et al. (2012), policies are the same constant guidelines
about the kind of approach that the organization plans to apply for its human resources. These
policies actually define philosophies and values about how to deal with human resources.
Thus, organizational policies as reference points are served to develop the process of making
decisions about human resources and designing employment related actions (Armstrong,
2009 in ShaemiBarzoki, et al., 2012). Company policy and administration is considered to be
hygienic factors (extrinsic factors), which have a disrupting effect on employees work
attitude and make them ultimately dissatisfied in their jobs when these needs are not
adequately met (ShaemiBarzoki, et al., 2012). Thus, oganizational policies can be stated as
general manifests of organization's values.
Job Security
According to ShaemiBarzoki, et al. (2012), when talked about job security, everyone
imagines that individuals should enjoy formal and stable employment to let their job security
be ensured, while this definition suffers from the inadequacy that the staff's thoughts about
progress and development will gradually recede. What is meant by job security is to provide a
situation for the individual to be reinforced, so that the organization becomes dependent upon
the person's expertise and capabilities, and his expertise and capabilities are also required
outside organization.
Recognition
According to Hossain, et al. (2012), appreciation is one of the most top desires of
employees which motivate and keep them productive by enhancing the employee's morale,
which allows them to think better of themselves and their ability to contribute towards
organization goals. Employees with high self-esteem are more intrinsically motivated,
optimistic, willing to work harder, participative at work, work efficiently, have lower
absenteeism rate and are generally more satisfied with their jobs.
Development and Growth
Skills development, training, growth opportunities and promotion are considered to be
powerful motivation factors for employees to satisfy their need for esteem and selfactualization. This also supported by Akanbi (2011) stated that No matter how automated an
organization may be, high productivity depends on the level of motivation and the
effectiveness of the workforce. Staff training is an indispensable strategy for motivating
workers.

Salary and Wages
According to Hossain, et al. (2012), money is considered to be a panacea used to have
solved to the most problems. Money, therefore, is the most motivating factor to all. It is a part
of the total incentive package of an organization. Salary is thought to be one of the key
factors influencing career choices. Good incentives, therefore, should provide with the aim of
attracting and retaining qualified people and motivating them to achieve goals of the
organization. ShaemiBarzoki, et al. (2012) explain that the main reason human involves
himself in economic activities is to earn money and satisfy his physiological needs and
support his family. Naturally, everyone needs food, clothing, shelter and other basic
requirements; these requirements in today's societies are often supplied by paying the price
for that. If staff's salary payments do not follow a fixed principle and they are not paid within
a certain time, this will disturb their peace and their relation with the job will break off
(ShaemiBarzoki, et al.,2012).
Personal Life
According to ShaemiBarzoki, et al. (2012), having various problems in their personal life,
trying to make a balance between personal life and the job they have chosen for their
livelihood, reaching an agreement with family about the person's job, and the person's marital
status. In everyone's life, there are three main areas that the person should be able to handle
them simultaneously and prefer none to the other; these are job, family and personal matters.
The main issue about it is that there isn't always enough time and opportunity available to
coordinate all the three areas. If employees can dominate at least the two main areas of their
lives, it can be said that they enjoy an acceptable life situation.
III. THEORETICAL FRAMEWORK
Research Questions
The purpose of this study is to identify critical factors underlying the work motivation of
drivers who using Uber application especially in Bandung. Specific research questions are:


What are the motivation factors of drivers chose to work as Uber drivers and use Uber
application in Uber Bandung?



What are the most dominant factors that affect the willingness of the drivers in use Uber
application to exert more effort in the job and better quality of service?

Research Objectives
Prime objective of the study is to identify the motivational factors of applied drivers who
using Uber application in Uber Bandung and sub-objectives are:


To find out what factors of motivation that dominantly influence the drivers chose to
work as Uber drivers and use Uber application in Bandung.



To find out the factors of motivation that contribute most to drivers who using Uber
application in Bandung.

Research Framework
This research will be conducted in quantitative approach with descriptive analysis. Data
analysis technique used is factor analysis. Factor analysis is an analytical technique used to
provide an understanding of the underlying dimension and the usefulness of this technique is
to reduce the number of data in order to identify factors that could explain variance that being

studied more clearly in a group of variables that have greater amount. Factor analysis is
useful to know which factors that more dominant from several variables that will be selected
and also distinguish variable priorities that ranked based on the results of analysis. To
summarize the factor of motivation and in order to make it easier for readers in understanding
this study, it can be seen in the following framework:

Fig. 1. Theoretical Framework
IV. RESEARCH RESULT AND DISCUSSION
Characteristic of Respondents
Characteristics of respondents based on the distribution of gender, 134 respondents
(89.33%) were male and 16 respondents (10.67%) were women that come from the total of
150 respondents. Based on distribution of age, 84 respondents (56%) aged between 18-33
years and 66 respondents (44%) aged between 34-49 years. And based on how long they
already join as an Uber drivers, 20 respondents (13.33%) have joined in less than one month,
68 respondents (45.33%) have joined in a period of 1- 3 months, 41 respondents (27.33%)
have joined in a period 91 of 4-6 months, and 21 respondents (14%) have joined in a period
of more than six months.
Result of KMO and Barlett’s Test of Sphrecity
Table 1. Result of kmo and barlett‘s test of sphrecity
KMO and Bartlett's Test
Kaiser-Meyer-Olkin
Sampling Adequacy.

Measure
Approx.
Square

Bartlett's Test of
Df
Sphericity

Sig.

of .878
Chi- 1227.9
83
36
.000

Based on Bartlett's Test of Sphrecity with Chi-Square 1227.983550 (df = 36) and sig =
0.000 <0.05 indicates that the correlation matrix is not an identity matrix so it can be go to do
principal component analysis. Other statistical tools is KMO (Kasier-Mayer-Olkin) for

explore the adequacy of sampling. This is an index used to examine the appropriateness of
factor analysis. In this study, the KMO value generated is equal to 0.878 and p-value of 0.000
(<0.05). If the MSA > 0.5, the variable is still unpredictable but can be analyzed further thus
factor analysis is appropriate (Malhotra, 2010:640). Therefore, the variables can be analyzed
further.
Result of Communalities
Table 2. Result of communalities

From the whole values in the Table 2, found that nine initial variable has a large value of
communalities (> 0.5). This may imply that the whole of the variables used have a strong
relationship with the form factor. In other words, the greater the value of communalities then
it will better the factor analysis is, because it will greater the origin variable characteristics
which may be represented by formed factors. The closeness of the correlation between the
factor of personal life against factors formed is huge and formed with the amount of 0.844
which is means that the relationship between factor of personal life against the formed factors
is close. It can be also said that the contributions of original variable against formed factors is
84.4%.
Result of Variance Explained
Table 3. Result of variance explained

Factor 1 has eigenvalue equal to 6.190. To determine how the components or factors used
in order to explain the total diversity, it can be seen from the total value of eigenvalue.
Components with eigenvalues > 1 are the components used. Column 'cumulative%' shows the
cumulative percentage of variance explained by the factors. The amount of diversity that is
able to be explained by factors 1 equal to 68.773 percent. The first factor is able to explain
the total diversity by 68.773 percent. On the basis of three factors that have eigenvalues more
than 1 and the cumulative percentage of three factors equal to 68.773 percent, it can be
concluded that the first factor is sufficient to represent the diversity of origin variables.
Result of Scree Plot
Table 4. Scree plot

The time of the components formed, still shows the steepness of the curve, beyond Point
1, the curves have started to ramps, more to the right will be more ramps.
Result of Component Matrix
TABLE 5. RESULT OF COMPONENT MATRIX

Table 5 shows how much correlation of each variable in formed factor. The values of the
correlation coefficient between variable of factors formed (loading factor) can be seen in the
Table 5. The first factor generate loading factors matrix that the values are the correlation
coefficient between the variables with these factors. When viewed variables that correlates to
each factor, it turns to loading factor that is not yet able to give the sense, as expected. So,

judging from the factors that has the most influential factor or has the strongest correlation
with the first factor is personal life, while very low impact factor is salary and wages.
V. CONCLUSION AND FURTHER RESEARCH SUGGESTION
Conclusion
The study attempted to identify dominant factors and indicators that affect the drivers‘
motivation who using Uber application in Bandung and assess their motivation level. Results
suggest that there are nine factors and 53 items choose to work using Uber application in
Bandung and what the most dominant factors that motivate them that can be concluded as
follows:


The research reveals that non-financial factors have a significantly higher impact on the
drivers‘ motivation than the financial factors such as salary and wages which substantiate
the result in relation to reasons choose to work using Uber application in Bandung. This
indicates that Uber Bandung and rental companies needs to focus on non-financial factors
along with financial factors to ensure that its workforce is effectively engaged and
consequently motivated. The drivers who using Uber application in Bandung are more
motivated by factors relating to the personal life. This means that rental companies that
partnering with Uber Bandung needs to create a good worklife balance environment and
drivers receive recognition and feel valued.



And the most important motivation factors of drivers is personal life with the value of
component matrix is equal to 0.919 that means personal life factor has the most
influential factor or has the strongest correlation with the first factor. Personal life has
five indicator and all of them have high level of score total percentage. But, looking for
the whole indicator in this research, the highest score total percentage is the indicator
―feeling accepted in group‖. This means the brotherhood between drivers is so high so
rental companies along with Uber must maintain it in order to strengthen the motivation
of the drivers.

Further Research Suggestion





Researchers suggested for further research to be able to use another analysis technique,
such as path analysis technique or correlation analysis to examine the relationship
between further proposed variables by taking into account the variables are correlated.
And reasons such as more detailed analysis of the results using path analysis to make the
strongest reason to apply it in future studies.
This study used a descriptive approach, for further research to develop by using analytical
research approach to determine the causal relationship between the variables
observationally.
Given the sample in this study there were 150 respondents considering the average
drivers who using Uber application on the daily basis. For further research is expected to
multiply samples because the growth of total drivers that online everyday is increasing
day by day so researchers can then use the cluster technique, where the technique is often
used in research in the field that vast territory. This technique can save the cost and effort
in meeting the respondents who becomes the object of research. Specifically, to enhance
the prospect of generalizing the findings of the current study, it is necessary to expand the
scope in terms of the sample size and the selection strategy. It is therefore suggested that
the study be replicated by using a much larger sample selected more broadly from all













cities that Uber exists in Indonesia, it will much better if the further researcher can expand
the scope until the all cities in South-east Asia.
Being a survey research, further study is most likely to provoke some other studies as a
follow up in a bid to establish the likely effect of motivation on performance.
The results further suggested that the motivation among a person chose to work as Uber
drivers in Bandung can significantly influence their performance. We can say that if top
management, Uber itself or the rental companies, put their focus upon motivation of each
drivers then it will leaders toward a positive increase in drivers‘s performance.
The results of study shows that mostly drivers in Bandung are sundanese and the culture
of Bandung itself are togetherness, friendly, and strong relationship with each other. So,
the rental companies along with Uber should sometimes gather all of them together to do
some introduction to each other so the feeling of accepted is maintained even increased.
Rental companies must to caring their drivers individually so the driver will feeling
special so it can increase their motivation as well as productivity and performance. Beside
that, Uber along with rental companies should be more free their time to hear the drivers‘
comments and complains so the drivers know more how to be an Uber drivers and more
motivated.
The study shows that most of the drivers who using Uber application in Bandung are
unhappy with the salary and benefits they get. In order to increase their motivation in
picking up more riders or passengers, Uber must formulate new and effective payment
plan so it can advantage both of Uber side and partner side. Partner or rental companies
also must to communicate in honest and transparent regarding payment incentive and plan
to drivers so drivers can do more effort to gain more income. Uber may apply new
incentive plan like increase the fares of the ride or some multiplier from the base fare. So,
drivers will be more motivaed because the harder they try to get a passenger to ride, the
bigger income will be.
Uber may provide every drivers who using Uber application in Bandung an insurance to
cover their daily life, family, and future.
Uber and rental companies should formulate some promotion policy so it can motivate
the drivers. For example like if the particular drivers get the best rating or the highest
fares each week, they can switch their cars to more fancy cars, or something else.
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Abstract. This study aimed to determine the style of leadership and employee satisfaction as well as the
influence of leadership style (autocratic, democratic and laissez faire) simultaneously and partially on job
satisfaction of employees at PT. X. Data collection methods conducted by distributing questionnaires to 36
respondents. Analysis used in this research is multiple regression analysis. The results showed that
simultaneous leadership style (autocratic, democratic and laissez faire) had a significant effect to job
satisfaction of employees at PT. X and partially laissez faire leadership style provided the most significant effect
on job satisfaction of employees at PT. X.
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I.

INTRODUCTION

Background
Human resources have an important role as implementers of all the organization's
activities. Different interests and needs of each employee need to be managed properly, in
order to make the employees feel satisfied with what they do. Employee satisfaction will
create a better productivity thus facilitating the company to achieve the goal.
Related to this, it takes a leader to harmonize between the individual needs and the needs
of the organization in order to achieve company goals. The leader must be able to lead,
manage, and affects employees with the implementation of leadership styles. Leadership style
has an important role because the success or the failure of an organization affected by the
leader abilities to influence employees.
According to Mangkunagara (2013), the measurement of job satisfaction can use
employee absenteeism indicator, employees who are not happy tend to show high levels of
absenteeism [4]. In 2015, the percentage of absenteeism at PT. X showed a high percentage.
The percentage of absenteeism in each month had more than 50%. “Table. I”
Table 1. The Percentage Of Absenteeism In 2015
Absenteeism

Period

Total
Employees

S

L

ND

Total of Absent
Employees

Percentage of
Absenteeism

April

35

-

-

30

30

85,71%

May

35

-

-

22

22

62,86%

June

35

-

-

24

24

68,57%

July

35

-

-

25

25

71,43%

August

36

-

-

23

23

63,89%

September

36

-

19

-

19

52,78%

October

36

1

2

19

22

61,11%

S : Sickness
L : Leave
ND : No Description

Afterward, according to Hasibuan (1995), the job satisfaction could be measured by the
discipline and the turnover of employees [2]. The discipline of employees could be seen from
the punctuality of employees to be present at the workplace; if the employees have low
discipline then the job satisfaction of employees in the company is less. In 2015, the
percentage of belated employees at PT. X indicated that there were many employees who
came late.“Table. II”
Table 2. The Percentage Of Belated Employees In 2015
Period

Total Employees

Total of Belated
Employees

Percentage

April

35

23

65,71%

May

35

23

65,71%

June

35

16

45,71%

July

35

13

37,14%

August

36

16

44,44%

September

36

22

61,11%

October

36

21

58,33%

In 2015, PT. X experienced turnover as many as three employees. In the small sector
company of 36 employees, surely it affected the effectiveness of the organization, because
each employee held their job desk respectively.
If associated with the applied leadership style, based on the results of a pilot study by the
distribution of questionnaires to 5 employees, indicated the percentage of employees'
satisfaction towards the applied leadership style at PT. X (autocratic, democratic and laissez
faire) had not reached 100%. The employee satisfaction towards the applied autocratic and
laissez faire leadership style at PT. X was still at low percentage.“Fig. 1”
100.00%
90.00%
80.00%
70.00%
60.00%
50.00%
40.00%
30.00%
20.00%
10.00%
0.00%

57.14%
25.71%
Autocratic

14.28%
Democratic

Laissez faire

Fig. 1. The Percentage Of Employee Satisfaction Towards Leadership Styles
Based on the description above, the writer is keen to conduct a research of ―The
Influence of Leadership Style to Employees Satisfaction (Case Study of PT. X)”.

Research Objectives
This study aims to determine:
 The leadership style of PT. X.
 The employees satisfaction of PT. X.
 The influence of leadership style (autocratic, democratic and laissez faire) simultaneously
on job satisfaction of employees at PT. X.
 The influence of leadership style (autocratic, democratic and laissez faire) partially on job
satisfaction of employees at PT. X.
II. BASIC THEORY AND METHODOLOGY
Leadership Style
According to Robbins (2005), the leadership style consisted of: a) Autocratic leadership
style that describes the style of a leader tend to centralize authority, dictate work methods,
make unilateral decisions, and limit employee participation. b) Democratic leadership style
that describes a leader who tend to involve employees in decision making, delegate authority,
encourage participation in deciding the working methods and targets, and use feedback as an
opportunity to train employees. c) Laissez faire leadership style is generally a leader giving
the group full liberty to make decisions and complete the job by any means deemed
appropriate [5].
Job Satisfaction
According to Sutrisno (2010) there are four factors that affect job satisfaction, namely: 1)
Psychological factors, a factor related to mental health of employees which include interest,
aptitude, attitude towards work, and skills. 2) Social factors, a factor associated with social
interaction between employees as well as employees with the superiors. 3) Physical factors, a
factor associated with the physical condition of employees including the type of work,
working time arrangements, work equipment, state of the room, temperature, lighting,
ventilation, age, and so on. 4) The financial factor, a factor associated with an assurance as
well as the welfare of the employees, which include systems and the amount of salary, social
security, various allowances, facilities provided, promotions, and so on [12].
Framework

Leadership Style (X)
Autocratic Leadership Style (X1)

Democratic Leadership Style (X2)

Laissez faire Leadership Style (X3)

Fig. 2. Framework

Job Satisfaction (Y)

Research Method
This study is a descriptive study, according to Sugiyono (2011), descriptive study used to
analyze the data in ways that describe or depict the data that has been collected without any
intention to draw conclusions that applicable to the public [7]. The data collection method
conducted using a questionnaire with Likert scale (strongly agree, agree, disagree, and
strongly disagree) to reduce the central tendency error, which is the tendency of respondents
to choose neutral so that the data became inaccurate.
The sampling technique in this research used a non-probability sampling, the saturation
sampling technique. According to Sugiyono (2012), the saturation sampling is a sampling
technique when all members of the population used as a sample, because the population is
relatively small [8]. Therefore, the amounts of samples in this study were all employees of
PT. X, which are 36 employees. Data analysis techniques used in this study, are:
1) Descriptive analysis, to determine the percentage of respondents towards the variable
questionnaire answers of leadership style and job satisfaction in PT. X. The results of
percentage would be seen on a continuum line so it can be deduced.
ercentage=

Total Score of Respondent Answers
Ideal Score(The Highest Score x The NumberofSamples)

(1)

2) MSI (Method Successive Interval), to change the ordinal data into interval as a
requirement for classical assumption and regression test. According to Agusyana (2011), the
transformation of data into interval should be existed due to the requirements for data
analysis that requires interval data [1]. MSI (Method Successive Interval) in this study used
specialized Microsoft Excel, in which add ons was equipped.
3) Classic assumption test, there are three tests performed in this study as follows:
a) Normality test, according to Sarwono (2013), it aims to look at the distribution of data [6].
b) Multicollinearity test, according to Kurniawan (2014), it aims to see whether there is a
high correlation between the independent variables in a multiple linear regression model
or not [3].
c) Heteroskedasticity test, according to Sarwono (2013), it aims to examine the inequality of
variance of the observations residuals to other observations [6].
d) Multiple regression analysis, according to Sugiyono (2014), it is to measure the effect
between two or more independent variables on the dependent variable [9]. In this study, it
was used to measure the effect of leadership style (autocratic, democratic and laissez
faire) to job satisfaction of employees at PT. X.
4) Hypothesis Tests, this study used two hypothesis tests:
a) F test (Simultaneous Test), with the hypothesis:
 Ha: β1 ≠ β2 ≠ β3 ≠ 0, simultaneously there is significant influence of leadership style
(autocratic, democratic, laissez faire) to job satisfaction of employees at PT. X.
b) t test (Partial Test), with the hypothesis:
 Ha: β1 ≠ 0,partially there is significant influence of autocratic leadership style on job
satisfaction of employees at PT. X.
 Ha: β2 ≠ 0, partially there is significant influence of democratic leadership style on job
satisfaction of employees at PT. X.
 Ha: β3 ≠ 0,partially there is significant influence of laissez faire leadership style on job
satisfaction of employees at PT. X.
5) Determination coefficient, according to Supardi (2013), to state the proportion of the
overall variation in the value of the dependent variable that can be explained or caused by a

linear relationship with the independent variables, apart from that the rest is explained by
other variables [11].

III. DISCUSSION
Descriptive Analysis Results
Based on the results of data processing by calculating each score respondents and then
divided the ideal score, then obtained:
1) Leadership Style:
a) The percentage of autocratic leadership style total score was 61.01%, is categorized as
disagree. It means that according to the responses, employees do not agree that
autocratic leadership style applied to the PT. X.
b) The percentage of democratic leadership style total score was 70.31%, is categorized
as agree. It means that according to the response, the employees agree that the
democratic leadership style has been applied to the PT. X.
c) The percentage of laissez faire total score was 75.35%, is categorized as agree and has
the greatest percentage. It means that according to the responses, the employees agree
that the laissez faire leadership style has been applied to the PT.X.
Thus, based on the recapitulation of the average total score style of leadership was
68.89% which is categorized as agree, meaning that the respondents agreed of leadership
style (autocratic, democratic and laissez faire) dominated by laissez faire leadership style at
PT. X is generally has been conducted properly.
2) Employees Satisfaction:
a) The percentage of job satisfaction total score on psychological factors was 62.6%, is
categorized as satisfied, meaning that employees are satisfied with the psychological
factors in PT. X.
b) The percentage of job satisfaction total score on social factors was 68.98%, is
categorized as satisfied, meaning that employees are satisfied with the social factors
in PT. X.
c) The percentage of job satisfaction total score on physical factors was 68.19%, is
categorized as satisfied, meaning that employees are satisfied with the physical factors
in PT. X.
d) The percentage of job satisfaction total score on financial factors was 56.71%, is
categorized as dissatisfied, meaning that employees feel not satisfied with the
financial factor in PT. X.
Thus, based on the recapitulation of the average total score employee satisfaction was
62.35% which is categorized as dissatisfied, meaning that overall respondents are not
satisfied with the job satisfaction in PT. X.

Classic Assumption Test
1) NormalityTest
Table 3. Normality Test Results
One-Sample Kolmogorov-Smirnov Test
Unstandardized Residual
N

36

Normal Parameters

a,b

Mean

.0000000
8.68480558
.097
.097
-.070
.097

Std. Deviation
Absolute

Most Extreme Differences

Positive
Negative
Test Statistic
Asymp. Sig. (2-tailed)

.200c,d

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

According to Kurniawan (2014), normal data decision-making distributed if it has the
value of Sig. greater than α set [3]. Thus, based on the output results in “Table.3”, it is
known that the significant value of 0.200, meaning greater than 0.05 (the value of Sig. In this
study) so it can be concluded that the data in this study is normal distributed.
2) Multicollinearity Test
Table 4. Multicollinearity Test Results
Coefficientsa
Model

Unstandardized

Standardized

Coefficients

Coefficients

B

Std. Error

(Constant)

-7.157

9.742

Autocratic

.105

.500

Democratic

1.986

1 Laissezfaire

6.559

T

Sig.

Beta

Collinearity Statistics
Tolerance

VIF

-.735

.468

.034

.211

.834

.417

2.400

.791

.355

2.509

.017

.531

1.884

1.324

.607

4.952

.000

.709

1.411

a. Dependent Variable: Kepuasan_Kerja

According to Kurniawan (2014), it is said to pass the VIF test when the value is not more
than 10 and Tolerance value of not less than 0.1 [3]. Based on the output “Table.4”, it can be
seen that the value of Tolerance autocratic leadership style, democratic, and laissez faire >

0.1 and VIF value < 10.00. So that it can be concluded that multicollinearity towards
regression model in this study did not happen.
3) Heteroskedasticity Test
Table 5. Heteroskedasticity Test Results
Coefficients

a

Unstandardized
Coefficients
Model

Std.
Error

B

Standardized
Coefficients
T

Beta

Sig.

1
(Constant)

6.310

6.666

Autocratic

.123

.342

Democratic

-.019

Laissezfaire

-.507

.351

.947
.098

.359

.722

.542

-.008 -.035

.973

.906

-.117 -.560

.580

a. Dependent Variable: RES2

According to Kuniawan (2014), it is said to pass the glejsertest when the value of Sig. >
the value of α [3]. Based on the output results in ―Table.5‖, the significant value of autocratic
leadership style is worth 0.722 > value Sig. (0.05), democratic leadership style is worth 0.973
> value Sig. (0.05), laissez faire leadership style is worth 0.580 > value Sig. (0.05). This
means that all variables has the value of Sig. > 0.05, so it can be concluded that there was no
heteroskedasticityproblem in data.
Multiple Regression Analysis
Table 6. Multiple Regression Analysis
Coefficients

a

Unstandardized
Coefficients
Model

B

1
(Constant)

-7.157

Std. Error

Standardized
Coefficients
T

Sig.

-.735

.468

Beta

9.742

Autocratic

.105

.500

.034

.211

.834

Democratic

1.986

.791

.355

2.509

.017

1.324

.607

4.952

.000

Laissezfaire
6.559
a. Dependent Variable: Job_Satisfaction

Based on the results of SPSS processing in “Table.6”, the multiple regression equation
can be written as follows:
Ŷ = -7,157 + 0,105X1 + 1,986X2 + 6,559X

(2)

The results of multiple regression equation above indicate that:
1) The constant α = -7.157 indicated if the autocratic (X1), democratic (X2), and laissez
faire (X3) leadership style factors were equal to zero then there were no employee
satisfaction, it could even occur minuses.

2) For the autocratic leadership style variable (X1) indicated a positive regression
coefficient, thus, when the autocratic leadership style was getting better and increased by one
unit then the employees satisfaction would be increased by 0,105 units, assuming other
variables remain constant.
3) For the democratic leadership style variable (X2) indicated regression coefficient was
positive, thus, when the democratic leadership style was getting better and increased by one
unit then the employees satisfaction would be increased by 1,986 units, assuming other
variables remain constant.
4) For the laissez faire leadership style variable (X3) indicated regression coefficient was
positive, thus, when the laissez faire leadership style was getting better and increased by one
unit then the employees satisfaction would be increased by 6.559 units, assuming other
variables remain constant.
Hypothesis Test Results
1) F test (Simultaneous)
Table 7. F Test Results
ANOVAa
Model
Sum of Squares Df Mean Square
F
1 Regression
3412.092
3
1137.364 20.676
Residual
1760.274 32
55.009
Total
5172.366 35
a. Dependent Variable: Job_Satisfaction
b. Predictors: (Constant), Laissezfaire, Democratic, Autocratic

Sig.
.000b

Kurniawan (2014) argued Ha is accepted if calculated F > F table [3]. The calculated F
value obtained from SPSS processing was 20, 676. The value on F table with α = 0.05 and
DF1 = (k-1 = 3), DF2 = (n-k = 32) was 2.90. From these results, it can be explained that the
calculated F (20.676) > F table (2.90). Thus, Ha is received, and the significant value in the
calculation (Sig.) of 0.00 < 0.05, it means leadership style variable (autocratic, democratic
and laissez faire) simultaneously has a significant effect to job satisfaction of employees at
PT. X.
2) T Test (Partial)
Table 8. T Test Results
a

Coefficients

Unstandardized Standardized
Coefficients
Coefficients
Model
B
Std. Error
Beta
1 (Constant)
-7.157
9.742
Autokratic
.105
.500
.034
Democratic
1.986
.791
.355
Laissezfaire
6.559
1.324
.607
a. Dependent Variable: Job_Satisfaction

T
-.735
.211
2.509
4.952

Sig.
.468
.834
.017
.000

Sujarweni&Endrayanto (2012) argued Ha is accepted if calculated T > T table [10]. T
value in autocratic was 0,211. Compared to the value of t table (α = 0.050) and worth df = n-

k-1 = (36-3-1 = 32) was 2.03693. From the results above it is known that t < t table, it means
Ha rejected. However, if viewed on a multiple linear regression equation, the value of
variable coefficients X1 is positive (+). So it can be concluded that partial autocratic
leadership style has an effect but not significant on employees satisfaction at PT. X by 3.4%.
The t value on democratic was 2.509. Compared to the value of t table (α = 0.050) and
worth df = n-k-1 = (36-3-1 = 32) was 2.03693. From these results, the t count > t table and
then sig on democratic leadership style was 0.017 <0.05 thus Ha is accepted. In conclusion,
democratic leadership style partially has a significant effect on employees satisfaction at PT.
X by 35.5%.
The t value on laissez faire leadership style was 4,952. Compared to the value of t table (α
= 0.050) and worth df = n-k-1 = (36-3-1 = 32) was 2.03693. From these results, it can be seen
that t > t table and then sig on leadership style laissez-faire was 0.000 <0.05 thus Ha is
accepted. In conclusion, laissez-faire leadership style partially has a significant effect on
employees satisfaction at PT. X by 60.7%.
3) Determination Coefficient Results
Table 9. Determination Coefficient Results
Model Summaryb
Model
1

R

R Square Adjusted R Square Std. Error of the Estimate

.812a

.660

.628

7.41678

Durbin-Watson
2.299

a. Predictors: (Constant), Laissezfaire, Democratic, Autocratic
b. Dependent Variable: Job_Satisfaction

According to the “Table.IX”, indicates the determination coefficient value was 0.660 or
by 66%. Thus can be interpreted that the leadership style (autocratic, democratic and laissez
faire) simultaneously influence the employee satisfaction by 66%.

IV. CONCLUSION
Conclusion
1) The dominant leadership style of PT. X was laissez faire leadership style..
2) The overall employees satisfaction at PT. X are in the category of not satisfied. The
factors causing the most dissatisfied are financial factors.
3) Leadership style (autocratic, democratic and laissez faire) simultaneously has a
significant effect on employees satisfaction at PT. X by 66%.
4) Autocratic leadership style is partially, but not significantly, effect on employee job
satisfaction PT. X by 3.4%. Democratic leadership style partially has a significant
influence on employee job satisfaction of PT. X by 35.5%. Laissez faire leadership style
is partially provide the most significant influence on employee job satisfaction of PT. X
by 60.7%
Suggestion
1) Leaders are suggested to maintain and improve the laissez faire leadership style to be
applied to PT.X, because it provides the most significant influence on employee job
satisfaction.

2) Leaders are suggested to be able to increase the job satisfaction of employees at PT. X,
due to overall employee satisfaction is still categorized as not satisfied. It is advisable to
make improvements to the financial factors that most felt dissatisfied by employees at PT.
X.
3) The Company should focus more on leadership style variable applied to the PT. X due to
the leadership style able to give effect simultaneously to employees satisfaction at PT. X
by 66%.
4) It is recommended for the next researchers to examine other factors that may affect
employee satisfaction which are not examined in this study is.
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Is There a Possibility of Learning Organization to Improve the Professional
Educator Performance? (Learning Organization in Higher Education)
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Abstract. The problem in this research based on a phenomenon condition indicates of the professional educator
performance of private polytechnic in West Java. Community service, is the part of professional educator
performance. That phenomenon look at organizational learning variable and performance as individual level of
organizational variable. This study includes some aim to obtain empirical evidence and find clarity and try to
develop a theory of the phenomenon above. Among these are, to see how o Polytechnic as a learning
organization influence the professional educator performance through work-life balance. And the last is
measurement of how efficienty the existing of private polytechnic in West Java as a learning organization to
improve their performance. Research design is studying the affect of learning organization on work-life
balance, and impact of learning organization on performance of professional educator. Which took three place,
on 14 educators who has undergraduate qualifications and minimum Asisten Ahli functional academic. The
results shown that the views of the indicators of learning organization, private polytechnic leads to learning
organization. Where a learning organization can affect the performance improvement of professional educators,
indirectly through the work-life balance. From the results of calculations by distribution frequency seen that
three private polytechnic in West Java can serve as benchmarks in running learning organization activites to
improve performance.

Keywords. Community service; Learning organization; Educator performance; Work-life balance.

I.

INTRODUCTION

In the framework of the advancement of education in Indonesia, one of a polytechnic
vocational education, directing the graduates to have a special skill. So that teachers are
required to provide a practice-based teaching around 70% and only 30% theory. The pattern
of the existing education carried out similar work patterns in the industrialized world, the
hours of study for approximately eight hours. So it can be said that the vocational education
pattern based on the link and match. Polytechnic in Indonesia, especially in West Java was
established as part of the appreciation of the people of West Java to economic growth and
participation in improving ability of people in the education field. Other than that, a part of
the embodiment polytechnic education with vocational education. West Java is famous since
antiquity as Parij Van Java. Where has the beauty of nature and weather conditions and
temperature that makes the inhabitants feel at home
In the process of quality value-added formation for the community welfare, faculty, or
called as educators is part of a human resources major. In line with this, the educators who
work in vocational education course also required to produce a pattern of teaching in
accordance with the industrial world. To align industrial desire to the teaching pattern in
vocational education is rather difficult, because the industry itself is loaded with some of the
mechanisms that differ from one industry to another industry. This will impact the teaching
patterns and the existing curriculum in higher education. Desire of industry is very complex.
Alignment of the education system with the pattern of the industrial world is a
impossible thing to achieve, because the industry is very diverse, in a dynamic and
complex environment. We also live in a complex environment. As said by Gérard Fillion,dkk

: ―Since few decades we are living in a world characterized by a more and more accelerated
shift of change. Indeed, ―our environments are more and more complex, more and more
interdependent, more and more fleeting, more and more unstable, and more and more
unforeseeable‖(G rard Fillion, Vivi Koffi, Jean-Pierre Boonto Ekionea,2015,p.73). This
complexity will be parsed in this study through the application of learning organization, as
one means to unravel the complexities that exist in the education world. As we know that
teaching and learning are fundamental or essential. Jan Irvine and Amanda Cossham (2011)
said that,‖While the fundamentals of teaching and learning have not changed, delivery
methods have altered both because of the possibilities offered by information and
communication technologies and in response to the demands of a fast-changing world‖
(p.712). Therefore learning organization is important subject to learn. As said by Hong Bui
dan Yehuda Baruch:‖The concept of LP focuses on learning as a tool, a lever, and a
philosophy for sustainable change and renovation in organizations in a fastchaning
world‖(Hong Bui and Yehuda Baruch,2010, p.208). Both of these experts have the same idea
which is in this world that everything is rapidly changing. If individual of professional
educator want to be successful, it must also make changes in their performance. The changes
were done of course in accordance with the characteristics or traits inherent in the teaching
force in order to explore their performance. Learning in organizations associated with
balancing work life and teaching staff, indicated will have an impact on the success of the
professional eduator performance in private Polytechnic.
Alignment life with work as lecturer (professional educator) need the skills of its own. As
said Moshood Ayinde Hassan,‖If the university lecturers‘ involvement in leadership and
administrative work will make itdifficult for them to move in their career and work-life
balance is unattairable, the lifelong education needs to be explored‖(Moshood Ayinde
Hassan,2015, p.433). Many things are done by the faculty so that it requires the initiative
to collaborate nicely with the regulations of the underlying performance of educators. As
educators, the measured performance indicator views of teaching and learning, devotion to
the community and writing scientific papers. The indicators are adjusted to the identity of the
teaching staff, which each have different faculty. "Lecturer identity" Refers to the complex
personal understanding of the way in the which the world works inclucing what it means to
teach and learn in a professional degree program (Michael Henderson and Scott Bradey,
2008, p. 8). Here would be an indicator of the Service to the community as performance
benchmarks lecturer at the Polytechnic. One indicator of work-life balance measured is the
awareness of the strengths and weaknesses. However, it is not easy for individual faculty
members to align personal life with work as a lecturer who must be accompanied by learning
to the organization. Taranjit Rao, et al (2015, P.20), "Performance of institutions in higher
education is greatly dependent on the performance of teachers". While the teaching force is
an asset that institution should have good experience in balancing life and work. So that the
teaching staff as individuals and institutions can be said to relate to in order to improve
performance. "But the nature of academic work is never ending," (Aditi Aeran, 2015, p.57).
Indeed Because many work to do as a faculty member.
Aditi Aeran further said that : Education sector is the ultimate cognitive work where the
development and exchange of ideas are constantly brewing in people‘s mind, the job offers
an enormous amount of flexibility, other than giving lecturers and attending the occasional
meeting. Academic whether male or female have to render their services for specific period
of time as in traditional 9 to 5 jobs. On this surface this appears to be ideal job for achieving
work/life balance (Aditi Aeran, 2015, p.57)

Dedication to the community as a benchmark the performance of lecturers in Indonesia,
is believed to be a special skill that is based on the application of learning organization
capability. Contributions expertise of teaching staff is one part in the implementation of
community service. Besides community service is one of the standard reference quality
excellence accreditation polytechnic institutions, and as a result of the implementation of the
utilization of educational, research that is useful to the public.

II. REVIEW OF LITERATURE
A. Learning Organization in Polytechnic
Learning is process of deepest concern in something. The learning process by individual
will be an asset for the company or organization to evolve the direction of growth (Rina
Anindita, 201, p.22). Qualification of vocational directing lecturer staff to have skills as
supports soft skills of the students. No doubt a lot of power procured by the practitioners of
vocational education in transferring knowledge. This relates to community service activities,
where the teaching force is required as a trainer or motivator. For practitioners, it is
(learning) associated most closely with training (Alessia Contu, Hugh Willmott, 2003, p.
283).
Higher education institutional is a complex organization in managing the academic
community consisting of students, lecturers and other education personnel. So it requires a
deep understanding of the competency of the teaching force in the learning organization.
Peter J.Smith and Eugene Sadler-Smith (2006) defined competence at the organizational
level is to train and develop the workforce is a complex and companyspecific, and henc
competitively unique, resource. Therefore, as part of the organization, teaching staff as
individuals must learn something quickly and focus on the changes if the organization does
not want to outdated. They must learn better and faster or they will die (Michael J.
Marquardt, 2002, P.23).
Of course, organizational learning for each individual faculty requires competence and
skills of its own. Studying the complex organization requires experience, not just a study of
the applicable theory. Luca Iandoli and Giuseppe Zollo (2008,p.28) define that entering
complexity means experiencing something new , placing yourself at the edge of habitual
experience , in an area where personal experience does not yet have a social existence, where
the collectivity is not able to sustain itself with words, concepts categories and adequate
examples. Different statement said by William H. Starbuck and Bo Hedberg (2001, p.2)
which research studies have found large errors and biases in people‘s perception both of their
organizations‘ environemtns and of their organizations. In this case the seriousness needed to
unravel the complexity to achieve the qualified/ good institution / polytechnic. The
seriousness of the institution to have advanced to be offered to students as an end user and
society as stakeholders, there will be good if it starts with an understanding of the meaning
and function of the polytechnics establishment. Furthermore William H. Starbuck and Bo
Hedberg said that other research suggests that people are ignorant about or misperveive their
own organizations (2001, p. 3).
Educational institutions at the level polytechnic faculty have as a resource. Teaching staff
(faculty members) likened the teacher if the world of elementary school, junior high and high
school. As with teachers, professors are required as a leader in the management of
community service. Furthermore Phillip C.Schlechty (2009, p.42) said : ―Teachers are

viewed as leaders, designers or work for students, and guides to instruction‖. So it can be
said that there are actually learning organization can be a full and reliable program for an
individual in the organization to learn about the organization. As teachers whose job is to
transform science and technology, knowledge must be easily communicated through
information technology. The role of transferring existing knowledge on the learning
organization is needed. As said by Michael J.Marquardt (2002) that: Transferrring
knowledge between people or from databases to people infuses energy and vigor into the
body of the organization. Knowledge transfer based on mechanical, electronic, and
interpersonal movements of information diffuses knowledge quickly throughout the
organization – before it becomes dared misinformation.
Learning organizations thrive on quality knowledge and communications. Therefore
knowledge should be easily accessible whether received from people or through
information technology. It should flow up as well as down throughout the organization.
Encourage open discussion and cenversation througout the company (p.226)
Peter M.Senge on the book The Fifth Discipline, propound:―Learning‖ in this context
does not mean acquiring more information, but expanding the ability to produce the results
we truly want in life. It is lifelong generative learning. And learning organizations are not
possible unless they have people at every lavel who practice it. (p.127)
So in this case the resource is people who play a role. At the organizational level
vocational education level that private polytechnic, faculty was instrumental in his ability to
produce a learning organization. Actually, the character of learning organization at
vocational colleges with different levels. The difference lies in the level at which the focus
of the learning organization. Organizational learning covers individual, grouping and
organizational learning with the simultaneous proceeding effort for organizational and
individual learning (Chang and Lee, 2007, p.156). From there lies the obstacle known to
have learning organization committed to the institution of higher education organizations.
As said by White and Wheatersby (2002, p.292-292) that the university as a learning
organization obstacles to learning in terms of individual members of the organization is due
to the characteristics of teaching staff, often already mearasa know so stop doing the
learning.
B. Work-Life Balance In Polytechnic
Our teaching is more of a vocation,in the sense of calling, than simply a job (John
W.Curtis,2004,p.21). Indeed, colleges that have strong workplaces support, consult with, and
appreciate their employees (Carolyn Mooney, 2013,p.1). As a lecturer at the polytechnic in
Indonesia, in accordance with the regulations of the Minister of Education, only permanent
teaching staff who are required to work full time. Meanwhile, in Indonesia there is no
permanent faculty. History stigma that some people want to work as lecturer have the time
because that can be conditioned (flexible time hours). It turned out that in contrast with the
underlying regulations..
Nevertheless , flexible working hours schemes are offered as work-life balance allowing
employers to appear employeefriendly whilst meeting businees needs (Doris Ruth Eikhof, et
all, 2007, p.327). Both those who study the workplace and those who work in it say that
flexibility is the key to allowing employee to excel both at home and at work (Margaret
Steen, 1998, p.105). Not meant for faculty members remain replace full-time work schedule
became part-time. Because the policies that exist in every institution is different, although the
reference to the underlying regulations. The policy is based on the regulations to be based on

the characteristics than related organizations. Since not all the rules / regulations that underlie
policy in general can be used as the basis to establish resources that are geographically very
different, especially geographically in West Java.
As lecturer, many of them take the work home, while the family wanted time together
(Ifada, 2016, p.52). This is indicated because as lecturers need more time to organize their
work, especially at polytechnics are required to do a lot of things. Faculty members are
required to be more focused on skills for the field of teaching and reported in the form of
faculty workload. Need for professional educators to realize the aspirations of
professionalism (Robbins and Coulter, 2010, p.284). In order not to conflict between work
and life, Kreitner and Kinicki (2014, p.157)) provides solutions that:
1.
2.

3.

4.
5.
6.

The balance of family work starts at home
The philosophy of a company that supports the family is more important than specific
programs
Flexibility informal policy working hours and allow employees to work at home is very
important to improve the balance of work / family
Spouses and supportive supervisor who can help.
Perform a proactive approach to dealing with conflict of work / family
Identify and address the sources of conflict of work / family

In this study revealed the learning organization that will be tested to improve the
performance of the teaching force in the indicator community service through work-life
balance. Could learning organization can improve the performance of community service
directly, or learning organization can boost community service if through work-life balance?
For the work-life balance can be seen in terms of individuals and organizations. It is at this
point that WLB (work-life balance) programs will be seen as beneficial for all workers to
Participate in, both from an individual and organizational perspective (Natalie Raiter, 2007,
p.291). Different idea reveal that, "It was clear that the university, Although probably in
many cases an ideal place to work because of the independence and autonomy, was far
behind the private sector in terms of providing flexibility to faculty," (Jon Marcus, 2007 ,
18). He considers that higher education is a good place to provide flexibility, but as revealed
in the above discussion that higher education is precisely the place where a lot of work for
teachers. In addition to education and teaching, research and development, as well as
community service activities. That's all we need to divide a wellorganized, so that faculty
can contribute perfectly on its activities. In this study respondents are not distinguished by
gender. Both man and woman are having same capacity. Eventhough the problem is
different between woman and man. The problem faced by women academics aren‘t really
very different from what was once true in the private sector, says Claire Van Ummersen,
Vice president of the Center for Effective Leadership at the American Council of Education
(ACE) as said by Jon Marcus (2007 , p. 28).
C. Community Service In Polytechnic
As educators who are professionals in their fields of social life are required for high
performance. Lecturers are professional educators and scientists with the main task:
transorm, develop, and disseminate science, technology and arts throught education,
research, and community service (Kuswandi, 2015, p.85). Field community service as part
of the standard reference for the performance of the teaching force is experiencing rapid
development. As said by Barry Checkoway (2000, p.24-28), "There is a new interest in
community service on campus, and some educators are organizing a national movement to

promote it". At the level of university education valuable resources can be seen from the
teaching force. Universities have valuable resources (for example, students, faculty, staff,
classroms, libraries, technology, research expertise) that Become accessible to the
community when partnerships address community needs (Robert G.Bringle and Julie
A.Hatcher, 1996, p.221 ). But do not rule out the possibility of these resources are owned by
the level of vocational education, which is examined in this article.
Dedication to the community is not only owned by S1 education level institutions
(universities), but also the level of vocational education, the polytechnic. But actually
community service are different forms depending rather than the institution itself. Therefore
Community service activities can be defined differently Depending on the institution
(E.Wolverton Jr. and Robert K. Heiselt April, 2010, p.387).
Community service can be viewed in terms of the provision of the transformation of
science to the public is both counseling and training involving the lecturer as a counselor /
coach. Implementation of community service tasks as defined in this study conducted by
faculty as part of their performance, can be paid or not depends on the relevant institutions.
In some cases, community service equated with unpaid volunteers. But some experts say
different things that in all cases, community service work is performed by volunteers who are
not paid for Reviews their time (Magno M. Quendangan and Jerico S. Laquesta, 2014, p. 99).
Performance of lecturer based on Tati Setiawati (2009,p.3) there are some characteristics:
1.
2.
3.
4.
5.
6.
7.
8.

It meets all the lectures on time
Provide assistance and guidance services to students at the scheduled time
Provide assistance and guidance services to students at the scheduled time
Renewal of the lecture material on a regular basis
Formulate and develop test materials
Discuss the test results with students as a positive feedback
Provide tuition effectively
Creating facilities for the implementation of classroom discussions, as well as student
learning activities

However, in other research, Sri Trisnaningsih (2011, p.85) suggest about lecturer
performance :
1.
2.
3.

4.
5.
6.

Development of institutional and scientific cadres
Designing policies and overall academic master plan
Designing wisdom in the overall master plan
(academic and physical)
Holders of authority in his field of specialization
Planning and implementing the formation program / coaching cadre
Help the community by providing information and implementation of research results.

D. Learning Organization And Work-Life Balance
Integrating learning organization and work have been studied over several decades. As
said by Appelbarun and Batt, 1994; Schumann, 1998 cited by Ellstrom, 2001, p.421 that In
line with this increasing emphasis on learning at work, there has been a strong tendency in
many countries to abandon traditional models of work organization Tayloristic in favor of
allegedly more humanistic, flexible, and integrated work systems. Research on the
relationship of organizational learning and work-life balance conducted by Juan-Gabriel

Cegarra-Navarro (2015) revealed that the Congenital learning process is positively
associated with the WLB supporting culture. But not many studies that reveal the
relationship of learning organization and work-life balance.
Research on Learning Organization and Work-life balance is to be studied and deepened.
Because not many journals and studies that reveal both parallel relationship and a mutual
relationship, or influence the direction, or the reciprocal influences.
E. Work-Life Balance And Community Service
Balancing between work and life is such a difficult, way to manage by the employee if
they have many works to do in insitution. Especially for the professional educator. They have
three kinds of lecturer perfomance: education and teaching, research and development,
community service. Reviews These three kind of educator performance should organize by
Reviews their self if they want to be a good score in faculty member workload (lecturer
workload). Balancing work and life when doing perfomance is not as simple as clapping
hands. To balance work and life need attention and effort especially in community service as
faculty members. It means the interest of integrating work-life balance in employee
performance maybe Affect the performance, include the physical of faculty members. "The
increasing interest in wellbeing at work has emerged against the backdrop of the general
decline in the nature of workplace ill health from the resulting physical, psychosocial and
personal factors", said Nicole Renee Baptiste (2007, p.285). It means that the need for health
will affect employee performance. "....., The perceptions of employees about WLB support
Directly influence job performance" (Felicity Asiedu-Appiah, et al, 2015, p. 387). The expert
opinion to prove that indeed there is a significant effect between WLB to performance. In
this study examined the effect of WLB to faculty members performance, namely community
service.
F. Learning Organization and Community Service
According to Tichy, et al (1997) said, "Community service initiatives enable individuals
to Contribute Reviews their time and skills to help improve Reviews their local communities,
with the goal of enhancing individuals' awareness of constituents in the broader community
as well as enhancing self- awareness (Tichy, et all, 1997 in Caroline A.Bartel, et al, 2001,
p.368). Learning organization may Affect the performance of a professional educator. But in
the other studies mentioned on the relationship between learning and organizational
performance organizaitional studied by Kim, 1993 in an article written by Manila S.Austin
and Debra A.Haskins, 2008, p.108 says, "Early critiques highlighted the apparent Among
practitioners and Academics disagreement about what organizational learning means and
how to go about creating it ((Kim, 1993), in Manila S.Austin and Debra A. Haskins, 2008,
p.108)).
G. Learning organization , Work-life balance and Community Service.
The relationship these three variables if dilogikakan will have a relationship. From
several studies literature of the above can be concluded. But have not found any journals or
research that discussed the relationships between the three, namely the Learning
Organization Affect to community service through work-life balance.

III. OBJECTIVES OF THE STUDY
•
•

To study the posibility affect of learning organization improve the profesional educator
performance directly, or indirectly through the work-life balance
To study the condition among learning organization, work-life balance and community
services as a profesional educator at private polytechnic in West Java province

IV. RESEARCH METHODOLOGY
The respondens selected geographically by area / geographycally. Taking a
representative from each region / geographical area (Moch.Idohi, 2014, p.16). Observational
studies conducted on both teaching force personnel remain or not remain in private
polytechnic in West Java. The use of the questionnaire is possible to scale attitude. The scale
of attitudes in this questionnaire is an ordinal scale.
A sample of 14 faculty members of different academic position as a Assistant Expert S2
with the highest eduation in Sukabumi and Bekasi district only. Structured questionnaire was
used as an instrument to collect the primary data.
The analysis used to determine the condition of a learning organization, work-life balance
and community service at a private polytechnic teachers in West Java using a subset of the
statistics descriptive frequency distribution. estimator variables of this study extend to
distribution of the questionnaire in order to obtain a score of answers based on the attitude
scale above. The scale of attitudes in this penelitiani are presented in the following table:
Table 1. Variable rating categories
Weight rating
Question
item
Strongly disagree Disagree
Less agree
Positive
1
2
3
Negative
5
4
3

Agree
4
2

Strongly agree
5
1

To give you an idea will then be made frekuency distribution table that will be calculated
scores for each respondent's answer to the question item, percentage, frequency, and
catogory value. Formula to determine the category value range can use the formula:
I = Highest score – Lower score
5
(Source: Sugiyono, 2012)
In which the highest value is multiplied by the number of respondents weighting score
centipede. While the lowest value is multiplied by the weighted number of respondents
lowest score. The results of the above mentioned SSR assessment then created guidelines as
shown in table 2 below:
Table 2. Research variables assessment criteria
COMPONENT

VARIABLE

SCORE RANGE
20,00 – 35,99
36,00 – 51,99
52,00 – 67,90
68,00 – 83,99
84,00 – 100

PREDICATE
BAD CONDITION
LESS GOOD CONDITION
SUFFICIENT CONDITION
GOOD CONDITION
VERY GOOD CONDITION

Source: Adoption from Umi Narimawati, if the data adjusted , 2016.

The division of questions tailored to the stages, ie there are three stages. Phase - 1
suggests the characteristic of respondent, Phase - 2 related to question studying the Affect of
Learning organization to work-life balance, Phase - 3 related to question studying the Affect
of work-life balance to community service, Phase - 4 related to question studying the Affect
of learning organization to community service, Phase - 5 question related to studying the
Affect of learning organization to community service through the work-life balance.
Analyzing the data was used averages and frequency distribution.
Gender s
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6
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Figure 1. Characteristic Profile of Respondent Based on Academic Position and Highest
Background Education
Pie chart revealed the characteristics of respondent. Amount of Asisten Ahli (AA) there
were = 6 person , the amount of Lektor (L) were = 3 person, and the rest are NO Academic
position (functional academic). Pie chart of Education revealed the amount of S1 (Bachelor
degree) : 1 personl, S2 (undergraduate) : 13 person.
Gender s
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Figure 2. Characteristic profile of Respondent Based on Gender and Organisation
Membership
From pie chart in figure-2 above revealed that there were only amount of 6 men and 2
women who has own membership fields are : 2 women have membership fields , computer
and administration field of each person. There are 6 men have the membership , they are
computer field, economic, management, and accounting fields.
2

1

7

AGE (Years)

4

25 - 39
40 - 59
60 - 79
80 - 99

2

EXPERIENCES (YEARS)
5 1 - 4 thn
5 - 8 thn

7

9 - 12 thn

Figure – 3 . Characteristic Profile of Respondent Based on Age and The working
experiences (years)
There are 4 people in 1 – 4 years experiences. Only 1 person already get an AA academic
functional. There are 7 lecturers in 5-8 years experiences. There are 2 lecturers have an
academic functional Lektor , 4 lecturers are AA, and 1 no academic functional. There are 2
lecturers in 9-12 years experiences. Each are AA and L. There are young lecturer in age 35
years old already get an academik functional as Lektor. This is a good achievement for that
person because the others are did not get the Lektor academic functional as Lektor yet when
they were in 35 years old.

From the pie chart above made into a table , below :
Table 3. The Characteristic Profile of Respondents
AGE
(Years)

Functional
Academic

Experience
(Years)

Educational
background

PRIVATE / STATE
University

32
37
33
27
54
35
28
60
36
31
39
35
29
44

L
AA
AA
NO
AA
AA
NO
L
L
no
no
AA
NO
AA

10
9
5
1,5
8
6
3
6
6
5
2
3
3
6

S2
S2
S2
S2
S2
S2
S2
S2
S2
S2
S2
S2
S1
S2

P
P
P
S
P
P
P
P
P
P
P
P
P
S

Membership Field
NO
KOMPUTER
NO
NO
EKONOMI
MANAJEMEN
NO
MANAJEMEN
KOMPUTER
ADMINISTRASI
NO
ACCOUNTING
NO
MANAJEMEN

Male

Female

V
V
V
V
V
V
V
V
V
V
V
V
V
V

Source : primary data processed

A. Affects Of Learning Organization On Worklife Balance
Table 4 . The questionnaire questions
Coding
X1
X2
X3
X4
X5

Statement
Assist and guide services to college student at the time scheduled
Renew materials regularly
Invites faculty member regularly (professional educator) to renew materials
Preparing and developing teaching methods training to professional educator
Create the facilities for implementation of class discussion, and student learning activities

Source : the primary data processed.
Table 5. Factors of Learning organization affects on Work-life balance
1
2
f
%
f
%
X1 0
0
0 0
X2 0
0
1 7,14
X3 0
0
1 7,14
X4 1
7,14 3 21,4
X5 0
0
1 7,14
AMOUNT OF
TOTAL SCORE
PROSENTAGE

f
1
1
2
4
2

3
% f
7,14 7
7,14 7
14,3 4
28,6 4
14,3 6

4
% f
50 6
50 5
28,577
28,572
42,865

5
%
42,86
35,71
50
14,29
35,71

JUMLAH
f
%
14 100
14 100
14 100
14 100
14 100

Total Score Ideal Score
61
58
59
45
57
280

70
70
70
70
70

80%

Source : the primary data processed
From the score above , revealed the amount of total score is 280 , the prosentage is 80%.
The lowest score appears on coding X4 : preparing the developinng teaching methods
training to professional educator. The question given to respondents to assess the
management of the call-management to provide training for professional educator in
preparing and developing teaching methods. It means that the management did not give the

training which provide training in preparing and developing teaching methods to professional
educator. The continum line from the Table 5 , bellow :

20%%

36%%

52%%

68% 84%

1001%

Figure – 4. The continum line
From the figure and table above can be seen that the results of respondents perception
achieve 80% from 100% score. It reflecs good condition of respondent perception about the
learning organization and work-life balance.
B. Affects Of Work-Life Balance On Community Service
Table 6. The Questionnaire questions
Coding
Statement
X6
Authority in helping people provide counseling and implementation of research results
X7
Training of design policies and overal academic master plan
Granted of full rights as holders of authority in the rating assignment / exam students and student
X8
attendance control
X9
Listening before talk each other
X10
Planning and implementing programs of formation / cadres training

Source : the primary data processed
Table 7. Factors of Work-life balance affects on Community service
1

2
X6 0
0
2 14,3 4
X7 2 14,3 2 14,3 6
X8 0
0
0 0 1
X9 1 7,14 0 0 6
X10 2 14,3 1 7,14 6
JUMLAH SKOR
TOTAL
PROSENTASI

3
4
5
28,6 6 42,86 2 14,29
42,9 3 21,43 1 7,143
7,14 4 28,57 9 64,29
42,9 3 21,43 4 28,57
42,9 5 35,71 0 0

JUMLAH
14 100
14 100
14 100
14 100
14 100

TOTAL
SCORE

IDEAL
SCORE

50
41
64
51
42

70
70
70
70
70
248
71%

Source : The primary data processed
Results of the average data processed shown that the lowest score lies in code X7. The
question is about wheter the professional educator were trained to design policies and overall
academic master plan. It means that they did not trained to design policies and academic
master plan. The Continum Line bellow :

20%

36%

52%
68% 71%
Figure – 5. The Continum Line

84%

100%%

From the figure and table above can be seen that the results of respondents perception
achieve 71% from 100% score. It reflecs good condition of respondent perception about the
Work-life balance and Community service. Lower than response Learning organization on
Work-life balance. However it still represent good condition.

C. Affects Of Learning Organization On Community Service Through The Work-Life
Balance
Table 8. The Questionnaire questions.
Coding
X11
X12
X13
X14
X15

Statement
Authority to select job assisten
Focus on each task
The leader provide opportunity to balancing the work and life
Institution provide the opportunity to learning
Mutual respect

Table 9. The Factors of Learning Organization affects of Community Service through the
Work-life balance

X11
X12
X13
X14
X15

2 14,3
1 7,14 6
0
0 2 14,3 3
0
0 5 35,7 4
0
0 0
02
0
0 0
02
JUMLAH SKOR
TOTAL
PROSENTASE

TOTAL IDEAL
JUMLAH SCORE SCORE
42,9 5 35,71 0
0 14 100
42
70
21,4 5 35,71 4 28,57 14 100
53
70
28,6 3 21,43 2 14,29 14 100
44
70
14,3 7
50 5 35,71 14 100
59
70
14,3 6 42,86 6 42,86 14 100
60
70
258
74%

Source : the primary data processed
From the table above can be seen that the lowest score looks clearly at code X11. The
statement about authority given to the professional educator to choose resources that will
assist their job. The Continum line bellow :
%

20%

36%
52%
68%
84%
100%
Figure – 6. Continum Line
From the figure and table above can be seen that the results of respondents perception
achieve 74% from 100% score. It describe the good condition of respondent perception in
continum line about the Work-life balance and Community service. Lower than response
Learning organization on Worklife balance, but higher than the response of Work-life
balance on Community service. However it still represent good condition.

V. FINDINGS
Temuan pada study ini sangat menarik. Karena dari beberapa gambar dan table di atas
dapat dilihat dan dimaknai sebagai berikut : Tenaga pendidik dengan academic position
Asisten Ahli menduduki prosentase terbanyak yakni 50% , dengan jumlah 7 orang dari total
keseluruhan tenaga pendidik yang menjadi responden yaitu 14 orang. Untuk yang menduduki
academic position Lektor with total 5 person it means 35,714 % from total the 14 person
respondents. Profesional educator with academic position Lektor Kepala ,total 2 person. It is
only about 14, 285% from total person who have the academic position. On the governance
regulation , the person who wants to be a lecturer (faculty member) must have minimum
Asisten Ahli academic position. That is the based standar from Ministry of Education.
Based on Education background. The facts are shown that only one person who get the
S1 degree. The others are S2 and S3. It because the Governance make statement that all of
the person who wants to be a lecturer must be graduate minimally from S2 background. It is
very recommended that the person who wants to be a lecturer improve the education higher
than before. In 2020 maybe all the lecturer ( professional educator) must be graduated from
PhD or Doctoral students.
Seen on the percentage that the educational background S1 is only 7,1428 % from total
the 100% educational background. As the regulation which govern the professional educators
must have degree S2, not S1. And the S2 educational background is on the score 78,571%
from total 100%. It means that the educator professional realized if they want to continue to
work as a lecturer / professional educator, so they have to obey the rule / Educational
regulation. And the professional educator must have knowledge and skills higher than the
students they lectured.
Only 28, 571 % are Female , and 71,428 % are Male. The condition of the institution
make the applicants educator professional Male are more dominated than female. Male
interesting lecture in polytechnic because of the courses spesificity. Spesificity of the
educator professional background must be applicable. Such as typing with ten fingers or
blind system, understand and expert in laboratorium of technique, two-wheeled vehicles,
four-wheel vehicles, or any other uniqueness skilss , spesificity as a educator professional
background. As a professional educator not only lecture but also finding a new product /
service through the research. That‘s not easy because the faculty member should focus and
spending much time to do the research or collect field data , observation , etc.
Table 3 shown that mostly the educator professional who has Membership organization
are Men, the rest are women. Men are dominate the Functional academic, Educational
background, and Membership organization field. Only a woman graduated from S1. The
membership field on Management dominate the professional educator. From the academic
position Lektor , also can be seen that the positions can be achieved when a person has
worked for more than 5 years. However there are still educator professional who has
academic position as a Asisten Ahli even though they had been working for more than 5
years. Table 3 showing that there are 4 person still having academic position Asisten Ahli in
more than 5 years working experience. The behavior condition of each professional educator
, maybe seniority and closeness affect of arrangement of the academic position in many
private polytechnic. There are still 5 person who do not have the functional academic. They
like take care of other activites than handling many portofolio as a functional academic
requirements. The professional educator feel uninspired caring the portofolio, such as
research including writing editing and finding some journals, writing a book, monograf,
article, etc. It seems like many activities should be handled by one person.

VI. CONSLUSIONS AND SUGGESTIONS
As educators , it should continue to do the learning process. It means learning
organization done by the individual level. Avoid the feeling ―I know everything‖ or
―Everything i know‖ , cycle of learning easily broke by that feeling. Organizational learning
higher education / polytechnic type is different from other organization. In private
polytechnic as a vocational educational level have a uniqueness type such as : leadership ,
team based, transfering knowledge, doing research , and responsibility to community.
Whereas work-life balance can be intepreted as a policy or strategy set as the employees‘
pattern. Implementing the worklife balance does not easy for every organization. There are
rules , employee must abide by the rules. However, work-life balance becomes issues rapidly
growing.. Treating the employee as possible to see in terms of a balance in terms of their
health, social life, family , welfare, because the employee is an asset of the organization.
Responsibility as a professional educator embodied in part of community. Not easy being
a professional educator due to its responsibility not only for the students but also for
community. So it is possible applying a positive relationship among learning organization ,
work-life balance and community service. Learning organization affect community service
indirectly through work-life balance. From the results of discussion above implying
professional educator performance positively increase after learning organization affect the
work-life balance. It concluded that learning organization process touches every aspect of
life. If they can learn faster , they can balance between work and private life. If they can
balance work and life , they can improve the performance.
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Abstract. The company needs to maintain and create knowledge assets originating from employees to be one of
the keys to success in the era of knowledge economy. Knowledge assets owned enterprise employees need to be
managed systematically in order to increase the leverage of the achievement of the target. Assessment of the
level of readiness required an enterprise knowledge management to knowledge management better. One way of
knowledge management readiness assessment through surveys. The study was confined to the Directorate of
Human Capital & CSR PT ANTAM (Persero) Tbk using knowledge management assessment survey of nine
competency-based models. Results of the assessment showed that the general level of preparedness of the
organization is in its early stages so-so. Ninth organizational competence should be encouraged more strongly
to increase leverage the achievement of value-added organization aligned with its business strategy. Assessment
results are used for mapping organizational knowledge management initiatives opportunity and become one of
the inputs in the preparation of the road map knowledge management company. One of the initiative is to build
the capacity to create basic tallent pool and networking infrastructure through expertise locator to strengthen
the foundation of knowledge management.

Keywords. Knowledge; knowledge based organization; expertise locator; knowledge management.

I.

INTRODUCTION

A company may be superior and world-class quality in the era of knowledge economy,
more dependent on the assets that are intangible (not shown) than the tangible (visible). With
more advanced level of knowledge of the organization, the easier for the company to deal
with change and win the competition.
Recognizing the importance of knowledge as the company's Intellectual Asset
Management is committed to make ANTAM as a knowledge-based enterprises. In
accordance with the corporate values which PIONEER, ANTAM has incorporated the
functions of Knowledge Management (KM) in order to create a culture of learning and
knowledge sharing within the organization. This commitment alone have poured in ANTAM
KM objectives, namely:
a. KM ANTAM aims to encourage interest and create a climate that supports learning and
development program Human Capital Excellence.
b. All human knowledge ANTAM managed and belong to the company, and used to support
business processes, innovation and disseminated for the maximum benefit of the
company.
KM development in ANTAM needs to be done systematically. One of them is the
measurement of the level of maturity or readiness KM for identifying and analyzing the need
for the KM better.
One method used is the method of 9 competencies Knowledge Management basen on
Knowledge Based Organization.

II. PROCESS
Measurement of KM readiness aims to identify the readiness KM in ANTAM in being a
Knowledge Based Organization.
Primary data collection activities conducted through KM Readiness Survey on 12-13 May
2015 with the main limitation on the perceptions of employees in the Directorate of Human
Resources and in consideration of time and then the sample needs the addition of other
samples at the Directorate.
Collecting data using techniques off line survey on 12 - 13 May 2015. The number of
samples is 60 people. Focus limited to the Directorate of Human Resources. Figure 1 to 4
describe the profile of respondents when the survey was conducted.

Figure 1. Respondents by Directorate

Figure 2. Respondents by Division

Figure 3. Respondents by Level Position

Figure 4. Respondents by role
The method used is the method of 9 frames knowledge management competencies as
shown in Figure 5.

Figure 5. Method 9 frame knowledge management competencies

Survey using ordinal scale, so that the method of presenting the survey results using a
more precise depiction of the respondent's answers. To give real meaning, then how to read
the results of the survey follow the rules as shown in Figure 6.

Figure 6. Interpretation Guideline
1) The results of Expertise Locator dimension shown in figure 7 to figure 9.

Figure 7. Average Dimension Expertise Locator

Figure 8. Question Expertise Locator and Response

Figure 9. Critical Indicators - Expertise Locator
2) Results Dimensional Community of Interest is shown in figure 10 to figure 12.

Figure 10. Average Dimensional Community of Interest

Figure 11. Questions Community of Interest and Response

Figure 12. Critical Indicators - Community of Interest
3) Results of Peer Assist Dimensions shown in figure 13 to 15.

Figure 13. Average Dimension Peer Assist

Figure 14. Peer Assist Questions and Responses

Figure 15. Critical Indicators - Peer Assist
4) Results Shared Learning Dimensions shown in Figure 16 to Figure 18.

Figure 16. Average Dimension Shared Learning

Figure 17. Shared Learning Question and Response

Figure 18. Critical Indicators - Shared Learning
5) The results of Project Retrospect Dimensions shown in figure 19 to 21.

Figure 19. Average Dimension Project Retrospect

Figure 20. Question and Response Project Retrospect

Figure 21. Critical Indicators - Project Retrospect
6) Dimensions Community of Practice Results are shown in Figure 22 to Figure 24

Figure 22. Average Dimensional Community of Practice

Figure 23. Community of Practice Questions and Responses

Figure 24. Critical Indicators - Community of Practice
7) The results shown in the picture Dimension Technology Figure 25 to 27.

Figure 25. Average Dimension Technology

Figure 26. Question Technology and Response

Figure 27. Critical Indicators - Technology
8) The results shown in the picture Dimension Strategy Figure 28 to 30.

Figure 28. Average Dimension Strategy

Figure 29. Questions and Response Strategies

Figure 30. Critical Indicators - Strategy
9) Dimensional Change Management results shown in Figure 31 to 33.

Figure 31. Average Dimensional Change Management

Figure 32. Change Management and Response Questions

Figure 33. Critical Indicators - Change Management
The spread of the measurement results can be seen in the radar diagram as shown in
Figure 34.

Figure 34. Radar diagram of 9 dimension
Recommendations from the survey readiness of KM in ANTAM particularly in the
Directorate of Human Resources can be seen in Figure 35.

Figure 35. Recommended readiness measurement results KM
IV. CONCLUSIONS
1. Methods of measuring the readiness of KM with methods 9 competencies able to identify
systematically the needs of a knowledge-based organization.
2. The technique can be applied in ANTAM, Subsidiary ANTAM.
3. Recommended the implementation of KM done gradually by defining the KM strategy
aligned with business strategy in ANTAM.
4. Development Roadmap KM ANTAM can guide the development of the KM
systematically.
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Abstract. This study focuses on the work-related self-directed learning (WRSDL) practices in order to capture a
comprehensive understanding regarding the phenomena. Considering that there has been no solid theory about
WRSDL, it is necessary to conduct an explorative study that shall provide a rich data in order to strengthen the
body of knowledge. This explorative study using qualitative method was conducted in examining WRSDL
practices among staffs and managers from various departments in a private organization in Indonesia. This
organization has been chosen deliberately by knowing that being a learning organization is one towards the
goal to be achieved. In this organization, improvement and innovation have always been the central issues and
become a way of life ingrained among employees. A total of thirty staffs and managers were purposively
selected and interviewed in-depth using the semi-structured approach. The rich data gathered were analyzed
using content analysis technique. This study resulted in the construction of a conceptual model of WRSDL that
highlights three important factors; the driving factors, the barriers, and the preferred learning practices. This
model shows the dynamic interaction of these three factors and indicates the benefits and ways how to cultivate
WRSDL in an organization. Implications of the model to the body of knowledge, future research and
practitioner are provided at the end of the paper.
Keywords. Self-Directed Learning; Work-Related Self-Directed Learning; Organizational Learning.

I.

INTRODUCTION

Globalization, tight competition and uncertain eco-sociopolitical circumstances have
brought drastic changes to the way organizations conduct their business. In these
circumstances, not only the management that must be able to adapt and strive to survive
instead the employees at all levels are required to change to improve their competencies.
They need to change their mindset about the way they develop their competencies and the
way they learn in the workplace [1]. The employees need to realize that organizations require
people who perceive that learning is important and they must have initiative to take learning
as their own responsibility [2, 3]. Even though learning is a natural process for survival [3.4],
yet the initiative to learn for some individuals are very low, dependent on others (such as
supervisor, trainer or colleague) to direct their learning. Thus it is no longer tenable. Every
employee needs to be ready as self-directed learner in order to survive in the rapidly changing
business environment [5].
II. LITERATURE REVIEW
A common definition of self-directed learning (SDL) introduced by Knowles [3] is as a
process in which individuals take the initiative, with or without the help of others, in
diagnosing their learning needs, formulating learning goals, identifying human and material
resources for learning, choosing and implementing appropriate learning strategies, and
evaluating learning outcomes. The self-directed learners are those who have self-concept as
independent and active learners [3], who demonstrate a greater initiative to take responsibility
in making learning meaningful [6], view problems as challenges, ready to change and enjoy
learning [7]. Other characteristics such as curiosity, discipline, confidence, goal-oriented,
committed, and ability for self-reflection [8,9] are also essential of a self-directed learner.

Besides the personal characteristics, some researchers [9, 10, 11,12] identified some of
the organizational factors that could enhance the emergence of WRSDL. Self-directed
learning does not occur in a vacuum [13]. SDL is a natural learning for each of the individual,
however its manifestations are in a continuum [3,4]. Learners may perform different levels of
self-direction in different learning situations [12,14]. Setting up a supportive learning climate
such as providing the availability of resources (both human and non human), establishing
fluent communication could enhance the tendency for self-directed learning to emerge
[15,16], even the nature of works that is susceptible to change will coerce the emergence of
WRSDL [17]. However, lacking of solid evidence that could answer what factors could
cultivate the emergence of WRSDL [18, 19] and how organization promotes WRSDL [1, 20,
21, 22] implicates the need for further study on this matter. A better understanding of
WRSDL will contribute to the development of a robust theory, practical implication as well
as for future research reference.
III. RESEARCH METHODOLOGY
Considering that there has been no solid theory about WRSDL, it is necessary to conduct
an explorative study that shall provide a rich data in order to strengthen the body of
knowledge [22]. This qualitative study was carried out in one of the largest motorcycle
manufacturing company in Indonesia where improvement and innovation have always been
the central issues and a way of life among employees. The participants in this study were
selected using purposive sampling technique. The participants selected were those who have
a minimal of one year working experience in the company and perceived being prominent in
practicing WRSDL by their Supervisor and HR department. Thirty staffs and managers were
interviewed in-depth using semi-structured instrument to get their views and experience of
what, why and how they carry out WRSDL. Data collected were analyzed using content
analysis technique.
IV. FINDING: CONSTRUCTION A MODEL OF WRSDL
This study propose a model which incorporates the driving factors that consist of personal
characteristics (motivation, curiosity, personal mastery, learning skills, sense of
responsibility, self-efficacy, independence/self-reliance, adaptiveness/flexibility, knowledge
sharing and value of knowledge); organizational factors (shared vision, positive learning
environment, leader as agent of learning, and nature of work); and family support. This
model identifies the barrier factors (situational, institutional and dispositional); and the
preferred learning-practices (informal and formal learning). The dynamic interaction among
factors that explain ways how to cultivate WRSDL in the organization [3, 6, 13, 14, 15, 16,
23, 24, 25, 26, 27, 28, 29] are also highlighted.
A. The Driving Factors
Research findings indicated that the emergence of WRSDL is influenced by the dynamics
interaction between the driving factors and the barrier factors, where the occurrence is also
moderated by the learning practices that are applied in the organization. This study identifies
the driving factors of the emergence of WRSDL that consist of personal characteristics,
organizational factors, and family factors.
Personal Characteristics
This research findings have strengthened previous findings where the emergence of
WRSDL is driven by certain personal characteristics including motivation, curiosity, personal

mastery, learning skills, sense of responsibility, self-efficacy, independence/self-reliance,
adaptiveness/flexibility, knowledge sharing and value of knowledge which are identified as
characteristics of highly self-directed learners. Personal characteristics become an important
variable in determining a learners‘ ability to self-direct their own learning [1, 30, 31, 32]. By
understanding the personal characteristics of self-directed learners it is expected to develop
learners to be more self-directed in their own learning which brings benefit for their own and
their organization.
a) Motivation
Motivation is an important factor that needs to be existing for self-directed learning to
take place [27]. People are motivated to learn when they know that they will receive some
kind of rewards intrinsically and extrinsically after they successfully accomplish their goals.
Learners who are motivated and take the initiative in learning will learn more things and
tends to maintain and utilize what they learn better and longer than those who sat at the feet
of teachers/trainers passively waiting to be taught [3]. Even some learners who are motivated
by intrinsic rewards put their learning effort simply for the acquisition of knowledge, skills
and ability; where they continually expand their knowledge in a broad range of topics and
fields of knowledge.
b) Curiosity
This study has strengthened previous literature where curiosity was acknowledged as one
of the prominent personal characteristics of learners who are self-directed [26, 33, 34,] 35,
36). Learners carry out WRSDL because of their curiosity or willingness to deepen their
knowledge related to their field. This curiosity could be internally driven based on their
reading or observation or past experiences or even through engagement with their colleagues.
This is relevant with some previous studies where curiosity was identified as one of the
important factor that needs to exist to drive self-directedness in learning [35, 36, 37].
Moreover, it is indicated that curiosity is the second most frequent reason for adults to
involve in learning project [38]. The same researcher further asserted that satisfaction of
curiosity is the second most frequent reason for adults to involve in a learning project [38].
c) Personal Mastery
Self-directed learners view their workplace as a place to develop personal growth by
utilizing their intellectual potential [39]. This study showed that the self-directed learners
have high-self-conscious; they recognize and monitor their life purpose, vision, values and
commitment and they commit in taking steps towards continual development in mastering
what they aspire to achieve. It is named as personal mastery orientation [40]. These are
learners who have high orientation in mastering certain knowledge and skill at their
workplace to ensure personal growth and optimizing their true potentials. They set learning
objective at a very high level [41, 42] and take each learning task as interesting and
important [42]. They must be able to think critically and question rules or norms of what they
are doing [14].
d) Learning Skills
This study strengthen what previous scholars found about the importance of cognitive
skills as the key role of the emergence of WRSDL in terms of deciding learning goals,
selecting learning strategies and materials, and implementing evaluation [7, 43, 44]. Adult
education scholars agree that self-directed learners get benefit from having core learning
skills such as reading, comprehension, arithmetic, critical thinking and problem solving [6,
45]. This capability will equip the learner to critically identify and modify weak or
unconfirmed ideas, which helps to strengthen the individual‘s knowledge base [45]. This is

relevant with what some scholars have emphasized that cognitive skills such as analytical
thinking, critical thinking, system thinking and mental model play as key roles in WRSDL in
terms of deciding learning goals, selecting learning strategies and materials, and
implementing evaluation ( 43, 44, 46]. This study also found that the system thinking skill is
also important where they can see themselves as part of a complex system where every little
actions taken will have impact on the main system. They seek connectivity between their
works with others so that they could indirectly contribute to improve the overall productivity
and quality of the organization.
e) Sense of Responsibility
This study found that the learners take responsibility to do WRSDL because of their
awareness on the importance of enhancing their knowledge, skills and abilities to ensure that
they can achieve the goals set by the organization or by themselves. This is relevant with the
opinions that self-directed learners assume ownership of the tasks assigned and takes it as
personal responsibilities for completing it not because of they were given the task by their
supervisors and viewing problems as challenges, not obstacles [47, 49]. The self-directed
learners demonstrate a greater awareness and willingness to take responsibility in making
learning meaningful thus making them more effective learners [6, 3, 48].
f) Self-Efficacy
Self-efficacy is the perceived ability to cope with specific situations in relation to the selfassessment of their ability to perform any tasks or action to achieve the goals [50]. Selfefficacy was recognized as important component of self-directed learning pursuits [7, 51, 52].
The self directed learners have clear understanding of their learning needs. They are confident
and able to locate learning resources and know when they would need them. They took
difficult tasks as challenges not as obstacles to avoid [49]. They believed that if they continue
learning they would be able to perform or solve whatever obstacles that arise. Self-efficacy
also helps improve the level of self-directed learning [53]. Furthermore, it is asserted that the
learners who have high self-efficacy are more successful when carrying out self-directed
learning when compare to learners with low self-efficacy [54].
g) Independence/Self-reliance
This study found that the need to be self-reliant is one of the factors that drive WRSDL.
This is in line with another researcher who mentioned that a self-directed learner is a person
who has self-concept, independent and an active learner [3]. In self-directed learning the
locus of control is in the hand of the learner and not the supervisor or trainer [45]. The heart
of WRSDL is the issue of power, control and access to resources [55]. Therefore, the selfdirected learners are autonomous and independent in their learning [48].
h) Adaptiveness/Flexibility
One of the important research finding indicate that adaptiveness/flexibility is one of the
prominent characteristics of the self-directed learners. In situations where they encounter
severe problems that they were not sure about the solution they keep persistence by holding
to the belief that they have the capacity to learn and adapt in accordance to the situational
needs. The participants of this study address that every challenging circumstance as a trigger
and motivator for them to learn. This is relevant with the initiative to learn which derives
from the need to adapt to environmental changes [3]. The initiative to learn is a mean for
survival. However, learners may perform different levels of self-direction in different
learning situations; the higher the level of self-directedness the more ready the learners are
willing to adapt to the situation [12, 14].

i) Knowledge sharing
One of the characteristics of the self-directed learners is willingness to continually update
their knowledge and making their knowledge applicable in their related fieldwork or
surrounding. The self-directed learners are not only updating but also looking forward to
share their knowledge. They believe that by sharing it can further be multiplied through
questions or discussions that occurred. They love to teach and share their knowledge because
by doing so they increasingly feel the need to be more resourceful and it motivates them to
further gain and generate new knowledge.
j) Value of Knowledge
This study found the importance of values as a principle to guide what is important in
their life. The participants of this study put a high value of knowledge gained as result of
learning as compared to material things. Knowledge will multiply and bring positive impacts
not only to the owner but also to others, and can be shared from one person to another or
from one generation to the next generation. The feeling of satisfaction on the ability to
acquire and share knowledge motivates a learner to carry on their quest for learning.
Organizational Factors
Besides the personal characteristics, there are several organizational factors that influence
the emergence of WRSDL. These factors consist of shared vision, positive learning
environment (PLE), leader as agent of learning and nature of job.
a) Shared Vision
Employees need a clear picture of what need to be achieved so that they can translate and
take it as personal objective (internalization) and stay on track and align their effort into it
[16]. A clear shared vision will flourish a sense of common purpose [16]. This will enable
employees to plan, strategize, monitor, evaluate and make decision on their learning in line
with achieving the organizational objective. Furthermore, once the employees obtain a sense
of clear purpose the work itself can be an intrinsic motivator for the employees [56].
b) Positive Learning Environment (PLE)
This study found that the serious effort of the management in encouraging learning by
providing learning opportunities, facilities and ensuring the availability of experts (could be
the senior employees or other networking sources) to provide consultation, and even the
reward policy that is related to learning has been perceived as important factors in
encouraging the emergence of WRSDL. The positive learning environment reflected by daily
working activities, interaction, problem solving and the way they face challenges shape
values that influence their propensity to learn such as what, why and how to learn. The
management encouraged exploration, research, experimentation, learning from errors and
ensuring a conducive learning environment by promoting smooth communication, dialogue
and discussion so that employees continue learning and make learning as their way of life.
The supervisor‘s attitude where they believe that their staffs have natural willingness and
abilities to develop themselves has nourished the emergence of WRSDL. At the same time,
the employees perceived their workplace as a working environment where diverse
perspective are acceptable, mistake are tolerable and collaboration and access to the
organizational information are uncomplicated. It is clearly stated that the availability of
resources enhances self-directedness in learning and the lack of certain resources diminishes
it [11]. And relevant with it another study implicated the availability of learning materials and
resources strongly influences self-directedness of the employees to carry out their learning
[28]. The daily working activities, interaction, problem solving and the way they face

challenges shape values and beliefs of the organizational members and influence their
initiative to carry out learning [57]. Even, in this organization the employees will feel left
behind if he/she does not continuously do learning.
c) Leader as Agent of Learning
Leaders as role models who inspire their staffs to go higher perceived as important factors
in cultivating the emergence of WRSDL [58]. Leaders encourage employees‘ learning by
showing positive examples such as reading and knowledge sharing as a habit, encouraging
employees to try new things, and build strong interpersonal relationship so that employees
feel free to interact and ask questions without fear or prejudice. Moreover, leaders themselves
need to have critical skills to encourage WRSDL [58] among their staffs.
d) Nature of job
Nature of job that requires rapid adaptation, deep analysis and critical thinking require
employees to do a lot of higher order thinking. In this kind of work, flexibility of action and
creativity for solving problems, trigger the needs for learning. Freedom on how the
employees learn and work has become vital in generating new ideas, innovations and
continuous improvement. This nature of work has driven them to carry out WRSDL, to
ensure that they are able to keep up with up-to-date knowledge. This is relevant with what
another researcher mentioned in that WRSDL is particularly relevant when learning must be
done fast in response to the unexpected changes [59]. Therefore, organizational environment
plays a role in affecting WRSDL activities [60].
Family Support
This study also implicated that family support is a significant factor in motivating
employees to take the initiative to always do self-improvement. Some of the participants
came from family background whose parents are educators. This is relevant with the study
done by Brockett and Hiemstra [47], Brookfield [61], Cho and Kwon [30] and Candy [14]
that family background influences the emergence of WRSDL. Since childhood they have
been instilled by their parents regarding the importance of learning and trained them to take
responsibility for their own learning. Likewise, those who have spouse who emphasizes selfdevelopment have higher tendency to do WRSDL.
B. The Barriers
Several factors could inhibit the emergence of self-directed learning [15,16]. This study
identifies three categorizations of barriers that could inhibit the emergence of WRSDL. It is
similar to the classification of the barriers of SDL introduced by Zirkle [62]. The three
categorizations are situational barriers (barriers due to the given situation such as familywork conflict, unsupportive social environment), institutional barriers (barriers due to the
organizational practices that exclude or discourage learning such as work-overload, no
discretionary time for learning), and dispositional barriers (barriers that come from within of
the individual such as attitudes and perceptions about oneself as a learner, physical limitation,
such as fatigue).
a) Situational
A given situation may not allow learning to take place even if the willingness has been
high. The individual circumstances such as work-family conflict, lack of money, or
geographical concerns may inhibit the occurrence of WRSDL [62].

b) Institutional
Institutional barriers such as lack of time for learning, over-load of work, tight deadlines,
and negative leadership characteristics have been identified as inhibit factors of the
emergence of WRSDL. This is relevant with previous study [62, 63].
c) Dispositional
This study found that something within individual condition such as negative attitude,
physical and/or mental fatigue or exhaustion could limit the emergence of WRSDL. Age also
was identified as the barrier where older people may experience physical and cognitive
slower pace in learning, such as difficult to memorize too much facts and slower in handling
internet-related learning all the time [64].
C. Compatibility Between Preferred Learning Practices and the Learning Facilitated
by the Organization
The self-directed learners are able to identify the learning resources and able implement
appropriate learning strategies in order to meet their learning goals [3]. Previous study
indicated that the self-directed learners do not rely on a single method of learning in carrying
out WRSDL [30, 65, 66]. Organization need to be sensitive to the employees learning style
and requirement. The individual learner somehow creates a social, learning resources circle,
which create an essential factor to positive learning environment. Instead of relying on formal
training alone, the employees need to develop their skills through ongoing engagement with
their works and social environment. It is also mentioned that mostly employees learn by
asking questions, listening, observing, reading and reflecting on their work environment,
which occurs naturally through experience in daily life, unstructured, spontaneously,
unconsciously and lack of teacher directed [66]. That is informal learning. This study found
that the compatibility between the employees‘ preferred learning practices and the learning
facilitated by the organization has cultivated WRSDL in all levels. Regarding this, it is found
that in an organization where the environment nurture learning, the employees will feel left
behind if he/she does not continuously learn [57].
D. The Dynamic of the Model
There are three important components to consider in cultivating WRSDL, they are the
driving factors, the barriers and the compatibility between preferred learning practices and
the learning facilitated by the organization. This model shows the dynamic interaction
between the driving factors (personal characteristics, organizational factors and/or family
support), the barriers and the compatibility of the preferred learning practices facilitated by
the organization. For example, WRSDL could occur as being triggered by curiosity to get a
deeper understanding about certain knowledge (the learning need triggered by personal
factors). This curiosity will motivate the action towards learning, and this motivation will be
stronger if facilitated by the PLE (such as learning facilities provided, peer and/or supervisor
encouragement). However, this motivation can be decreased due to the existence of barrier
factors, such as due to a heavy work-load or family-work conflict. At the same time, the
emergence of WRSDL will be strengthened or weakened by the existence of the
compatibility of the employee‘s preferred learning practices and the learning facilities
provided by the organization. For example, if the employees preferred to learn through face
to face discussion but no place for him/her to make it happen, so that the initiative to carry
out WRSDL will be weaken. In the end, this model show that once WRSDL has been
cultivated, both individuals and organizations would benefit. WRSDL as a learning type in

the individual level could be put as the basis for the organizational learning. It is showed in
Figure 1 below:
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Fig. 1. A Model of WRSDL
V. CONCLUSION
The WRSDL model that has been introduced from this study was expected to contribute
to the body of knowledge where the development towards a strong theory about WRSDL can
be achieved. This research strengthens the notion that WRSDL is a natural kind of learning.
WRSDL is a survival kit, even in the workplace context. The important thing to consider is
how to cultivate WRSDL so that it can become the basis towards organizational learning. A
deeper and broader study regarding the driving factors such as personal characteristics,
organizational factors, support from family and equally important the barriers need to be
conducted to augment the better understanding of WRSDL and shall contribute to strengthen
the body of knowledge, to the practitioner as well as for the future research.
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Abstract.As a mega university, Open University (UT) has almost 300.000 students. The operation of UT reach
throughout Indonesia and abroad. Because of its high complexity, UT need an effective organization. One way
for achieving organizational effectiveness of UT is by designing its organizational culture. According to the
UT’s Strategic Plan, organizational culture development is directed to adaptive and flexible organizational
culture, learning organization (LO), democratic, work guided by the vision and purpose, quality, and
competition. The organizational culture is built by implementing the principles of total quality management
(TQM) and corporate and good governance (CGG). Organizational culture shaped by the values, norms,
assumptions of members of organization. Values, norms, and assumptions developed by the organization to
provide a sense of identity, generates organizational commitment to the mission, clarifies and reinforces
standards of behavior. Organizational culture is important component for establishing learning organization.
Learning organization is now a form of organizational effectiveness. One of effective organizations indicator is
its ability to perform learning. This research found that freedom to try a new things, to risk failure, to learn from
mistakes, and tolerance to fault encouraged employees to do learning. Other factors that influence
organizational learning is skill and experience, personal intimacy, transparency in decision-making, the clarity
of the task, and engaging in dialogue for organizational problems solving.

Keywords. organizational culture; learning organization; norm; value; philosophy; behaviour.

1.1 INTRODUCTION
According to the Presidential Regulation No. 81 year 2010 on Grand Design of
Bureaucratic Reform from 2010 to 2025 and Minister Regulation about the Road Map of
Bureaucratic Reform [3], government institution should transform its organization by
implementing the management instruments such as knowledge management, quality
assurance, change management, and rightsizing. These instrument usually used in private
sectors. These regulations are a source of policy to conduct government bureaucratic reform.
The aim of this reform is transform government institutions to be more effective and efficient
organization to improve the quality of service continuously.
Universitas Terbuka (UT) is a university with open and distance learning modes that has
different to face to face university. Open and distance learning modes have some
characteristic such as: First, the separation between student and lecturer. Second, the
relationship between faculty and student is facilitated by the media, both print and electronic
media. Teaching material is delivered through print and electronic media. The obligation to
provide course printed and non printed material requires the effective of institutions in
planning and developing course materials. Third, universities use various media to conduct
the learning process of all students. Fourth, a separate faculty and students requires effective
two-way communication, so that universities should provide facilitation for the ongoing twoway communication. Fifth, limitation of learning process in the classroom or group because
of the spread of student domicile and the high range of students characteristic. Sixth,
activities at the open and distance education is a business like activities such as the division
of labor, rationalization, assembly, orientation on goal, and mass production. Seventh, student
learning process is independent so institution should provide learning infrastructures and

learning materials that meet the student needs. Therefore, UT should provide learning
infrastructures and materials that meet the students need. As university implementing the
principle of openness, UT needs to design a learning process that could accommodate various
learning needs of students through self-learning, group learning, face-to-face tutorials, or
online tutorials.
UT must design organizational culture to enhance the effectiveness and efficiency of its
management to improve the satisfaction of stakeholders. Within a document of Memorandum
the end of tenure, the Rector of the period of 2001-2008 states that the work culture of UT
directed by adaptive, flexible, learning organization, and democratic values. UT
organizational culture is built by implementing principles of total quality management
(TQM) and good and corporate governance (GCG) [3]. In the UT Strategic Plan 2010-2021 [4]
mentioned that the UT system needs to be designed to be able to: provide space for the
emergence of new ideas; provide quick response, detect errors as early as possible; make
improvements and handling feedback. UT system is also expected to have the ability to
innovate and change continuously. While in the Plan of Business Strategic of UT [5],
organizational culture built on values of integrity, entrepreneurship, and innovation.
Based on the review conducted by the International Council for Distance Education at 913 Februari 2016, UT organizational culture is as follows [6].
a. A sound and well-designed internal quality assurance arrangement, which is working.
b. UT recognize the value of its staff and rewards them well.
c. The University‘s programs of academic staff development, including for its part- time
tutors across the nation, is comprehensive
d. The University continues to present opportunities for staff to participate in professional
meetings as well as continuous professional development programs.
e. Regular training and induction programs for tutors, much more is required. Increasing the
levels of commitment to task, accepting greater responsibility for providing thoughtful
pastoral care to students, work ethics and discipline are all areas in which tutors need to
be trained if the University wishes to reduce the number of incidences of nonconformity
to good practice as prescribed in the tutor training kits.
f. Casual observation left us with the impression that staff morale is generally high in the
university and there seems to be a serious commitment to helping the University fullfill
its mission objectives.
The results of these observations indicate that UT are required to have the design of an
organizational culture that is able to work in organizations with high standardization and
adaptive to environment changes, innovation, and academic autonomy. Currently, UT have
35 study programs with 299. 317 students spread throughout Indonesia and abroad. To serve
students, UT 38 offices providing services in every province [7]. This paper analyzes the
implementation of the strategy development of organizational culture in order to improve the
UT's ability to innovate and change. This study is a qualitative research. Data were collected
through interviews, observation and document study. Informants were included in this study
are the three Chief Regional offices, two learning support coordinator, sms application
development team leader, and the head of the team of course material -tablet based. The
analyzed data is the result of observation, documents, and interviews.

II. THEORITICAL FRAMEWORKS
Learning Organization
There are many terms used to describe the process of learning in organizations such as the
learning organization, organizational learning, knowledge creating company, the learning
company, knowledge management, and the knowing organization. Although different, the
real thing delivered is the same, namely the sharing of knowledge within the organization.
Senge defines LO as a place where people are continually discovering how they create their
reality. And how they can change it [8]. Robbins and Judge, explaining that a learning
organization as developed the continuous capacity to adapt and change [9]. Senge, Robbins
and Judge pointed out that the learning organization (LO) is an effort to develop the capacity
of organization members to be able to adapt to change.
In more detail Garvin defines LO as an organization skilled at creating, acquiring,
interpreting, transferring, and retaining knowledge, and it at purposively modifying behavior
to reflect new knowledge and insights [10]. From the definition of LO, Garvin looked at LO
as the ability of the organization. Jones used the term organizational learning (OL) to explain
the existence of the process through the which managers seek to improve organization
members' capacity to understand and manage the organization and its environment so that
they make a decision that continually raise organizational effectiveness [11]. Jones focus on
the process that managers use to improve the ability of the organization. According to Jones,
OL is one form of a strategy to enhance the capacity of members of the organization. The
core of the OL is how managers create a climate for employees to make decisions to achieve
the organization's effectiveness on an ongoing basis.
According to Cumming and Worley, learning effects will appear in the form of the
behavior of members of the organization. Learning outcomes are embedded in the
organization's systems, structures, and culture. The main outcomes of organizational learning
(OL) is the organizational knowledge [12].
In line with Jones, Schermerhorn use the term OL to describe the process of knowledge
acquisition, information distribution, information interpretation, and organizational retention
[13].OL cannot be created if people do not want to learn, they will not want to learn if they are
feeling helpless, untrusted, and afraid [14]. The need for tolerance of failure is also stated by
Peters and Waterman, a special attribute of the success-oriented, positive, and Innovating
environment is a substantial tolerance for failure [15].
Learning embedded in the culture of the organization [16], so that LO materialize there
needs to be a culture of learning within the organization [17], and sharpen the organization's
culture [18]. Cummings and Worley stated that LO would be fulfilled if the organization there
is a strong culture for employees to share knowledge. Enable an organization to become a
learning organization, the organization must have a strong culture that promotes openness,
creativity, and experimentation among members. They encourage members to acquire,
process, and share information; they nurture innovation and provide the freedom to try a new
things, to risk failure, and to learn from mistakes [19].
Organizational Culture
Organization culture is the DNA for the organization. Organizational culture is a
differentiator that one organization with another organization. Organizational culture shaped
by the norms, values, and assumptions that are understood, shared, and implemented
together. Organizational values, norms, assumptions, and philosophy will shape the attitudes
of its organizational members. Values, norms, assumptions, philosophies, and also attitudes
are the ―hidden‖ organizational components but it shapes the behavior of the organizational

members. So the values, norms, assumptions, philosophies, and attitudes cannot be observed,
which can be observed is behavior.
According to Jones and George, values are the shared standards, while norms are shared
beliefs, attitudes, and behaviors [20]. Organizational culture can act to (1) provide a sense of
identity, (2) generates commitment to the organization mission, and (3) clarifies and
reinforces standards of behavior [21]. The organizational culture also has function as
employee self management, continuity, employee socialization, and supporting a firm‘s
strategies [22]. Schein defined organizational culture as a pattern of basics assumptions that
the group learned as it solved its problems of external adaptation and internal integration, that
has worked well enough to be considered valid and, therefore, to be taught to new members
as the correct way to perceive, think, and feel in relation to those problems [23].The important
issue of organizational culture are socialization, behavior, and cultural similarities [24].
Organizational culture is also seen as a system, as proposed by Schermerhorn, et. al. and
Robbins and Judge. Schermerhorn, et al. stated that organizational culture is the system of
shared actions, values, and beliefs that develops within an organization and guides the
behavior of its members [25].
While Robbins and Judge stated that organizational culture is a system of shared meaning
held by members that distinguishes the organization from other organization [26]. Mc Shane
and Von Glinow explained that organizational culture is the basic pattern of shared values
and assumptions governing the way employees within an organization think about and act on
problems and opportunities [27]. McShane and Von Glinow, Robbins and Judge,
Schermerhorn, and Schein agreed that organizational culture is shaped by meanings, values,
norms are believed and serves as a means of controlling the behavior of the organization, the
set of shared values and norms that controls organizational members' interactions [28].
Colquitt et. al. expressed a different opinion. According to Colquitt et.al., organizational
culture is the shared social knowledge within an organization regarding the rules, norms, and
values that shape the attitudes and behavior of its employees [29]. Colquitt use the term social
knowledge replaces the term shared value. Colquitt stated that the rules, norms, and values
will sharpen the attitudes and behavior of employees. According to Daft, organizational
culture needs to be taught to new recruits, is taught to new members as correct [30]. According
to Schein, organizational culture consists of three levels, namely artifacts, espouse values,
and basic underlying of assumptions [31]. According to Robbins and Judge, the essence of
organizational culture can be identified through: innovation and risk-taking; attention to
detail; orientation on the outcome; orientation in people; orientation on the team;
aggressiveness; and stability [32]. Based on the description upfront, organizational culture can
be defined as a set of values and norms that were understood jointly used by organizations as
controlling the behavior of the entire organization members.
Learning organization need strong culture that promote openness, creativity, and
experimentation among members. These values and norms provide the underlying social
support needed for successful learning. They encourage members to acquire, process, and
share information; they nurture innovation and provide the freedom to try a new things, to
risk failure, and to learn from mistakes‖. Organizations need to have tolerance for error. The
member organizations are challenged to find or donate something [33]. Failure is the price to
be paid for an invention.

III. FINDINGS AND DISCUSSION
Research conducted by Purwanto [34], found that organizational culture at UT have direct
influence on organizational learning significantly and positively. This means that the
organizational culture that to be measured by indicators: a set of values and norms and
standards of conduct that are developed; a set of values, norms, and standards of behavior
taught to new employees; and a set of values and norms that is distributed to all employees to
be guiding the behavior of the employees have a significant influence on organizational
learning. This finding is consistent with the views expressed by Cummings and Worley that
values and norms provide the underlying social support needed for successful learning.
Values and norms will encourage members to acquire, process, and share information; also,
nurture innovation and provide the freedom to try a new thing, to risk failure, and to learn
from mistakes.
UT organizational culture built on values of good and corporate governance and total
quality management is able to create an organizational culture that can be the foundation of
the growth of a learning organization. Research conducted by Purwanto and Marisa found
that the implementation of TQM has helped UT develop organizational culture so that it
becomes easier to transformed into LO [35]. Quality management instrument that used as
work standardization has improved effectiveness and efficiency. The quality assurance
system is being implemented consistently in UT is a bridge to get to the LO. Implementation
the quality assurance system has consequences that all business processes should be
standardized. The standardization of business processes has facilitated UT in performing of
error detection and error correction.
Based on the interview with a UT Senior Auditor, the researchers obtained information
that every activity in UT audited by the auditor quality. Quality audits performed to check
whether the activities carried out by the unit in question is in conformity with the standards
set out in the document the quality assurance system. The audit results are data on whether
there is a gap between standards and implementation. If you find any gap then the auditor
will provide an opinion in the form of the proposed improvements, major findings, and minor
findings should be followed up by the audited unit.
The audit results are feedback to the relevant units to conduct continuous improvement.
Auditor and head of audited unit discussed the findings by sharing knowledge and
experience. Likewise, in the process of formulating the action, usually the head of audited
unit will consult to the auditor to prepare of an action plan. Once the action plan agreed
upon, then the audited unit will carry out repairs (error correction) with or without the
supervision of auditors. Results of improvements by the audited unit will be verified by the
auditor. The verification process is a process of sharing knowledge between auditor and
audited unit. Auditor bring their knowledge, experience, and good practice from other units,
while the head of the audited unit has deep experience of the unit. The combination of good
practice in some of the units and in-depth experience in the unit concerned will result in
improved the managerial practice of audited unit. UT quality assurance systems provide
standards that must be done at the time of the audit, which is sharing the findings of the
auditor by the audited unit. The findings are discussed and then find a solution. Consistent
with the results of these interviews, research in 2014 found that the majority of respondents
stated that UT has a strong organizational culture that values developed at UT in accordance
with the values expected to be a learning organization can grow. Those values include
tolerance for errors, quality, responsibility, providing the opportunity to do experimentation,
openness, and mutual trust [36].

Other values that influence learning in organizations is the closeness of personal
relationships, openness, and dialogue. From interviews with The Team of Course MaterialsTablet Based, they are working very independent, not influenced by the other party. The
relationship and coordination in team is very flexible, many communications media and
informal use. While in the Bogor Regional Office leaders develop a culture of openness and
dialogue, so that employees become familiar, not to blame, and no fear of being wrong.
Collective culture grows well with minimal levels of conflict. In an interview with the Head
of Semarang and Yogyakarta Regional Office show that the values of respect for employees,
openness, clarity tasks, and transparency lead to employees not afraid to engage in dialogue
to solve the problems encountered in the work. Employees are motivated to work harder [37].
Organizational climate encouraged employees to be more creative. While the SMS
application developer claimed he was working alone, developing his own ideas on their own
initiative create prototyping services using SMS. Once the application fully developed, the
prototype was used throughout the UT. While in the Data Base Research Development team
determine its own needs, formulate needs, creating a prototype, test the prototype and then
use the application to use while refined as needed. The Database Development Research
Team worked in a climate of high freedom. UT leaders supported the fulfillment of the
infrastructure and application for dissemination to all UT employees throughout Indonesia.
This information is similar to what was presented by Cumming and Worley that the freedom
to try a new thing, to take risk of failure, and to learn from mistakes will encourage
employees to innovate.
The interview results indicate that the organizational climate UT to give freedom to every
employee to develop ideas and sharing to anyone he wanted in UT and leadership will
provide support. The interview is in line with the statistical test, that the UT employees have
the opportunity to test the value, develop knowledge, storing and using knowledge for the
development of products, systems, and services. According to Cummings and Worley (2005)
learning is embedded in the culture of the organization, which means that the effectiveness of
learning in organizations is influenced by how strong the culture of the organization.
Marquadt and Reynolds (1994) suggested the same thing that in order to transform the
organization into a LO, organizations need to encourage the growth of a learning culture in
the organization. Robbins and Judge (2011) states that organizations need to sharpen the
organization's culture so that a learning process can grow effectively. Meanwhile Garvin
(2000) states that leaders need to provide support and reinforcement when employees make
mistakes. Organizations need to create the appearance of norms that tolerate errors in an
effort to make innovation and experimentation.
These findings support the Cummings and Worley (2005), Marquadt and Reynolds
(1994), and Robbins and Judge (2011), and also Garvin (2000) stating that organizations need
to develop values and norms that encourage member organizations undertake innovative and
creative activities. In the study of the process of knowledge creation at UT, the researchers
obtained information that the success of knowledge creation at UT because sufficient
technical ability, experience, and knowledge of team members. The other thing is the leaders
tolerate influence of faults and errors during the projects development. According to Garvin
(2005) tolerance for mistakes is part of the culture of the organization [38]. In another study at
UT, Purwanto and Marisa found that by adopting Total Quality Management (TQM) has
helped UT develop organizational culture so that it becomes easier to transformed into LO
[39].
The implications of this study are any organization that wants to transform into a learning
organization must design its organizational culture by providing support facilities, designing

the organization so that communication can work flexibly. Organizations need to
develop values and norms of the freedom to try a new thing, to risk failure, to learn from
mistakes and fault tolerance will encourage employees to do the learning. In terms of human
resources,
organizations need to train and provide the opportunity for employees
to develop skills,
experience,
and develop personal
relationships
with other
relationships with other
employees or
with
employees or with
others outside the
organization.
Another
important
factor that needs
to
be
developed is transparency in decision-making, and the clarity of the task.
IV. CONCLUSIONS
Organizational learning can happen if organizations provide the direction and goals of the
organization are clear to all members of the organization. In addition, values, norms, and
philosophy of the organization also will affect the individual's ability to perform learning.
The findings at UT show that values and norms of the freedom to try a new thing, to risk
failure, to learn from mistakes, and fault tolerance will encourage employees to do the
learning. Other factors that influence organizational learning is a skill, experience, and the
proximity of personal relationships. The last important factor is conducive working
environment in the form of transparency in decision-making, and the clarity of the task.
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Abstract. To thrive and stay ahead of the competition in a world of Defence industry as well as to achieve its
vision, PT Pindad (Persero), better known as Pindad, has a learning value shared within organization, which is
expected to encourage employee to continuously seek new knowledge and skills. This study aims to know the
influence of Learning Culture on Knowledge Creation Process in Pindad setting and to assess the Learning
Culture implementation in this company. It used mixed methods research by using sequential explanatory
strategy, which is characterized by the collection and analysis of quantitative data followed by qualitative data.
Multiple regression- and descriptive analyses were used in quantitative approach, while in-depth interview was
conducted for the qualitative approach. Data were collected from employees in Technology & Developmentand Operation Division, which have substantial contribution to support product innovation at Pindad. The
instrument in quantitative part is adopted from The Dimensions of Learning Organization Questionnaire
(DLOQ) created by Watkins and Marsick (1993) to measure Learning Culture and the knowledge conversion
theory (Nonaka & Takeuchi modified by Oh, 2001) to measure Knowledge Creation Process. The main result of
this study shows that Learning Culture significantly influences Knowledge Creation Process in the context of
Pindad. The value of Adjusted R2 indicates Learning Culture can explain 58.5% of the variability in the
Knowledge Creation Process. Moreover, there are six suggestions to optimize the implementation of learning
culture in this company, viz. promote collegial atmosphere through the role of leaders, provide appropriate
training, provide supporting system for learning, review current reward for learning, update its current
competencies, and change its mechanistic structure to organic structure.

Keywords. Learning Culture; Knowledge Creation Process; Defence; DLOQ.

I.

INTRODUCTION
According to Deloitte, learning is still one of perennial issues of global human capital
trends since it has been realized by most executives that without a strong learning culture,
their organization will not succeed [6]. ATD Research and the Institute for Corporate
Productivity (i4cp) released its 2016 report titled Building a Culture of Learning: The
Foundation of a Successful Organisation. This research surveyed 832 Talent Development
Leaders from around the world in 2015 and found that only 31 percent of organisations have
welldeveloped learning culture. It revealed that learning culture is an indicator of high
performance organization [4][39]: ―Organizations that prioritize the on-going learning and
development of employees are more likely to be successful, both in the business market and in
the market for talented hires, than those that do not” [4]
With a healthy learning culture, people will develop new skills under their own initiative,
thereby helping the organization compete more effectively [6]. Ellinger (2004) reveals that
scholarly literature has shown that learning is a denotative source of competitive advantage
for organization because it can enhance individual- and organizational performance [8].
State defence becomes one of notable aspects to ensure the existence and survival of the
nation. A solid defence will be able to realize a strong nation. The contribution of the defence
industry within the framework of the defence independence can be considered as an important
matter. By independently providing Indonesia‘s own defence equipment, it alleviates our
country‘s dependence on other countries, which is expected to build up Indonesian military as
a force to be respected in the eyes of others.

PT Pindad (Persero) (hereinafter referred to as Pindad) takes an important role to equip
Indonesian National Armed Forces with technology-advanced and sophisticated weaponry
system. This company also improves its skills to produce commercial product, which has
technology related to its defence and security products. Generally, technology-oriented
products like defence products have a rapid product life cycle. Thus, Pindad views that
innovation is the key to survive, thrive, and stay ahead of the competition in a world of
defence industry in order to adapt well with the rapid change of its updated technology.
Knowledge is considered as an important element in innovation process [13]. Pindad
realizes the importance of knowledge so that this company has learning value shared within
organization, which is expected to encourage its people to continuously seek and share new
knowledge, then those new knowledge become valuable element for this company to promote
innovation. It will help Pindad to realize its vision.
Table 1. The 4 Interdependent Levels of Learning Organization
Level

Dimensions
• Create continuous learning opportunities (continuous learning)

Individual
Team

• Promote dialogue and inquiry (dialogue and inquiry)
• Encourage collaboration and team learning (team learning)
• Establish systems to capture and share learning (embedded systems)

Organization

• Empower people toward a collective vision (empowerment)
• Connect the organization to its environment (systems connection)

Global

• Leaders model and support learning (supportive leadership)

Because learning orientation influences the product innovation performance and
organizational performance [3].
In its Annual Report of 2015, Pindad stated thatits new corporate culture (Integrity,
Learning, Excellent, Safety) has not presented significant impact toward its corporate
performance [30]. Learning is one of its values, which can be defined as individuals in
organization should practice continuous learning and teaching; continuous selfdevelopment;
continuous self-improvement [29][30]. Literature shows that, to build a Learning Culture, it
cannot only rely on individuals for continually learning, but also organization should build its
capacity to bolster learning [22]. A simple learning process is not adequate to guarantee
performance improvement because there is a role of knowledge creation practices to improve
organizational performance [35][36]. For that reason, this study is interested to know exactly
the current status of its learning culture by assessing it based on existing theory to enhance
Pindad‘s perspective about how to improve its learning culture implementation. Moreover,
this study is also willing to know the influence of learning culture on knowledge creation
process in the context of Pindad.

II. LITERATUREREVIEW
A. Learning Organization
The concept of learning organization became far-famed since Senge (1990) introduced
this term. However, he has been criticized [10] for leaving too many unanswered questions
and too abstract since he does not provide guidance or a framework for the real
implementation [23]. Albeit Senge was credited with the learning organization, this
conceptualization was augmented by the theories and writings of others, for example Watkins
and Marsick (1993) explored a more complete overview of the learning organization [15]. The
literature showcases that Watkins and Marsick (1993) investigated a more comprehensive
summary of the learning organization [14]. In addition, this theory and framework is chosen
because it seems as the most appropriate model for the company to become a learning
organization [26]. According to Watkins and Marsick (1993), there are four levels of learning
organization with seven distinct, but interconnected dimensions as shown in Table 1.
B. Learning Culture Measurement
McShane and Glinow stated the definition of organizational culture on their book :
“Organizational culture consists of the values and assumptions shared within an
organization. It defines what is important and unimportant in the company and, consequently,
directs everyone in the organization toward the “right way” of doing things” [24]
Edmonds (2014) stated that culture is the engine; it drives everything that happens in an
organization each day [7]. Learning culture is a concept that portrays organizational behaviour
in learning and development [45]. It is expected that this culture can drive people in
organization to continuously learn as well as transform itself to be a better and competitive
organization.
There are several definitions of learning organization and tools available for measuring it.
Moilanen (2005) identified and compared some of the learning organization instruments in
terms of scope, depth, and reliability. He indicated that Dimensions of the Learning
Organization Questionnaire (DLOQ) developed by Watkins and Marsick meets the three
criteria of comprehensiveness, depth, and validity, and also integrates important learning
organization attributes [25]. It is also supported in journal written by Awasthy and Gupta
(2012), who were reviewed several measurement instruments adapted from Moilanen (2001)
[1].
The DLOQ is a popular survey instrument, comprehensive tool to examine learning
organization, which has been extensively used, verified, and validated in several recent
empirical studies conducted in different contexts
[9][34][33][1][5].
The DLOQ offers a much-needed mechanism to empirically assess learning culture [9]. Its
seven dimensions appropriately define learning organization culture [21][34]. Thus, the
implementation of learning culture can be measured by using The DLOQ through the
employee‘s perception regarding its seven dimensions [19].
C. Knowledge Conversion Theory
The knowledge conversion concept is based on how two types of knowledge, which are
tacit and explicit knowledge, interact to create new organizational knowledge [28]. Tacit
knowledge is a knowledge that is arduous to transfer to another person through writings or
verbal way because it is stored in individuals‘ heads. This knowledge has two dimensions, viz.
technical (skill and craft) and cognitive (beliefs and mental models), which can only be
acquired through individual processes, such as direct experience and internalization [16].

On the other hand, explicit knowledge (or codified knowledge) is easily transmitted to
others in formal and systematic language [27]. It can be stored in certain media like in the
form of databases, videos, and manuals. There are four phases of the knowledge-conversion
process: 1) Socialization (from tacit to tacit); Externalization (from tacit to explicit); 3)
Combination (from explicit to explicit); and 4) Internalization (from explicit to tacit).
Knowledge conversion theory is also known as Socialization, Externalization, Combination,
and Internalization (SECI) model.
D. Knowledge Creation Process
Knowledge creation is a spiralling process of interactions between tacit and explicit
knowledge. The interactions between both tacit and explicit knowledge lead to the creation of
new knowledge. This process is not a single-time event, but a continuous and circulative
process [34]. Oh (2001) developed an instrument based on organizational knowledge creation
theory to measure knowledge creation activities consisting of knowledge sharing, ideas
creation, concept justification, and model building [28].
E. Learning Culture and Knowledge Creation Process
According to the study conducted by Song (2008), learning culture shows a strong and
positive impact on organizational knowledge creation practices [34]. Song and Kolb (2012)
stated that learning culture is not directly related to financial performance because there is
knowledge creation as the mediating effect [36]. Lee and Choi also confirm that knowledge
creation is associated with cultural factors, such as collaboration, trust, and learning [18].
In accordance with literatures, this study will statistically prove the influence of learning
culture developed by Watkins and Marsick (1993) on knowledge creation process in Pindad
setting with hypothesis is illustrated in Figure 1.
H1: Learning culture positively influence knowledge creation process
This study also wants to know the influence of each learning culture dimension on
knowledge creation process:
H2: Continuous learning positively influence knowledge creation process

Figure 1 Research Model

H3: Dialogue and inquiry positively influence knowledge creation process
H4: Team learning positively influence knowledge creation process
H5: Embedded system positively influence knowledge creation process
H6: Empowerment positively influence knowledge creation process
H7: System connection positively influence knowledge creation process
H8: Supportive leadership positively influence knowledge creation process
III. METHODOLOGY
Survey was conducted by distributing questionnaire to several departments under
Technology and Development as well as Operation Division since both of them have a huge
contribution for product innovation at Pindad. The samples involved in this study consisted of
220 respondents. All items in the questionnaire were adapted from existing questionnaire.
DLOQ was used to measure the seven dimensions of learning culture and the questionnaire
developed by Oh (2001) was employed to gauge knowledge creation process based on
knowledge conversion theory introduced by Nonaka and Takeuchi (1995) [34][35][28][43]. In
this study, the author used 21 measurement items (DLOQ-A) and added six questions from 43
item-based DLOQ. Those additional statements were considered as crucial in Pindad context.
Furthermore, the author modified questionnaire items for knowledge creation process
developing by Oh (2001) from 23 items to 21 items [28][34]. There are no right or wrong
answers for these questionnaire items and they were measured using a 5-point Likert-type
scale (1=Strongly Disagree to 5=Strongly Agree). Moreover, these questionnaire items were
translated into Indonesian language.
The quantitative data was analysed by using SPSS software (IBM Corp. version 21.0).
The instrument validity and reliability test were conducted for 30 respondents to confirm that
adopted instrument can be implemented in Pindad setting. Validity can be assessed by Pearson
product moment [31], while reliability can be tested by Cronbach‘s alpha [32]. All indicators
and statements are proven as valid (rcalculation> 0.361) [37] and also reliable (α> 0.6)
[38][41][40].

IV. FINDINGS
A. Respondent Profile
Based on Table 2, it can be concluded that most respondents are male (87.27%). Gen X
dominates Pindad and this study has shown that the majority of respondents are classified as
Gen X (56.36%). Thereunto, most respondents are in the job level 4 (56.36%) with the level
of Expert Beginner or Head of Section, followed by job level 3 (30%) with the level of Head
of Sub-department or Young Expert. The job level 5 is for the skilled employees (10.91%)
and job level 2 is for Head of Department or Functional Expert. Most of them have more than
five service years (85%).
B. Multiple Regression Result
Before conducting multiple regression analysis, several classic assumption tests were
carried out, viz. normality test, heteroscedasticity test, and multicollinearity test analyses. It
aims to make sure that the measurement will give a linear, unbiased, and right result.

Normality Test
This test was used to find whether the data has normal distribution or not. It becomes one
of key assumptions to conduct regression analysis. In this study, the data has normal
distribution with the P-value of Kolmogorov-Smirnov test is more than 0.05 [12], which is
0.193. Besides that, according to Normal P-Plot test in Figure 2, the output shows that the
residuals has normal distribution since they spread close to the diagonal or follow the
direction of the diagonal line:
Dependent Variable: Knowledge Creation Process

Observed Cum Prob

Figure 2 Normal P-Plot of Regression Standardized Residual

Variables

Table 2 Respondent Profiles
Values
Frequency

Gender

Male Female

Generation

Baby Boomers
(<1966)
Gen X (1966 – 1975)

124

%
87.27
12.73
1
4.09
56.36

Gen Y (1976 – 1995)

65

29.55

Level 2
Level 3
Level 4

6
66
124

2.73
30
56.36

Level 5

24

10.91

Techno. & Dev. Weapon
Special Vehicle
Forging & Casting
Commercial Explosives

22
42
33
33
26

10
19.09
15
15
11.82

Heavy Equipment

33

15

Railways

31

14.09

<1
1-5

4
29

1.82
13.18

>5

187

85

Job Level

Department

Service Year

192 28
31

Heteroscedasticity Test
It is another key assumption to figure out whether the data has the same variants or not.
From the Figure 3, it can be seen that the dots spread out and do not form a pattern as well as
its distribution above and below zero. It means that the disturbance variance is constant or
homogeneous. For that reason, it can be concluded that this assumption is accepted.
Dependent Variable: Knowledge Creation Process

Regression Standardized Predicted Value

Figure 3. Heteroscedasticity Test Result
Multicollinearity Test
Multicollinearity happens when any single independent variable is highly correlated with a
set of other independent variables [17]. A good regression model should not have strong
correlation among its independent variables. The value of Variance Inflation Factors (VIF)
was used to detect multicollinearity. Generally, the cut-off value for VIF is no more than 10
[12]. In this study, the value of VIF for each dimension ranges from 1.704 – 2.312, which is
less than 10. Therefore, there is no multicollinearity among independent variables.
Table 3 Learning Culture and Its Influence on Knowledge Creation Process
Learning Culture Mean S.D.
Dimensions
Continuous
3.53 0.509
Learning
Dialogue
and
3.55 0.523
Inquiry
Team Learning
3.53 0.523
Embedded System
3.37 0.595
Empowerment
3.33 0.565
System Connection
3.72 0.466
Supportive
3.66 0.537
Leadership

%

Category

B

S.E.

Beta

t

71

Good

0.554

0.279

0.119 1.985**

71

Good

0.502

0.281

0.118 1.787*

71
67
67
74
73

Good
Average
Average
Good
Good

1.250
0.091
0.716
0.592
0.863

0.278
0.206
0.316
0.245
0.296

0.289
0.029
0.129
0.139
0.170

4.493***
0.442
2.269**
2.413**
2.911***

R

Adj. F(p)
R2

.774a .585

45.113
***

***p < 0.01, **p < 0.05, *p < 0.1, dependent variable is perceived levels of the knowledge creation
process
B = Unstandardized Coefficients, S.E. = Standard Error, Beta = Standardized Coefficients, R2 =
Coefficient of Determination F(p) = F-Value, Scale range from ―1 = strongly disagree‖ to ―5 = strongly
agree‖
F Test Analysis
It was used to measure overall significance in regression analysis. In accordance with
literature review, the learning culture theoretically influence on creating knowledge in
organization [34][35][36]. This section aims to prove first alternative hypothesis (H1):

learning culture positively influence knowledge creation process. According to Table 3, it can
be seen that there is a significant influence between learning culture and knowledge creation
process in the context of Pindad (F = 45.113) because the P-value is less than significance
level of 0.01. Thus, the null hypothesis (Ho) can be rejected.
T Test Analysis
It was conducted to measure the significance of partial regression coefficients individually
with separate hypothesis test. It intends to prove the resuming alternative hypotheses (H2, H3,
H4, H5, H6, H7, H8). Table 3 indicates that, from all of the seven dimensions of learning
culture, it can be seen that embedded system (t = 0.442) is statistically not significant to
influence knowledge creation process at Pindad since the Pvalue is more than significance
level of 0.1, therefore it fails to reject null hypothesis (Ho). The other dimensions are
statistically significant to influence knowledge creation process in this company. The most
two influencing dimensions are team learning (t = 4.493) and supportive leadership (t = 2.992)
because P-value less than significance level of 0.01. Continuous learning (t = 1.985),
empowerment (2.269), and system connection (t = 2.413) have P-value less than significance
level of 0.05, while dialogue and inquiry (t = 1.787) has P-value less than significance level of
0.1.
Multiple Regression Equation
In this study, the value of intercept or constant is 10.453. Based on Table 3, regression
coefficient can be seen from the unstandardized coefficient (B) column so that the equation
can be formulated as follows:
Y = 10.453 + 0.554X1 + 0.502X2 + 1.250X3 + 0.091X4 +
0.716X5 + 0.592X6 + 0.863X7

(1)

This equation can be interpreted in this way:
1) b0 = 10.453; if the value of X1, X2, X3, X4, X5, X6, and

X7 is nil (0), the value of knowledge creation process (dependent variable) is 10,453 units
2) b1 = 0.554; on average, if continuous learning (X1) increases by one unit and other

variables are constant, knowledge creation process will increase by 0.554 units
3) b2 = 0.502; on average, if dialogue and inquiry (X2) increases by one unit and other

variables are constant, knowledge creation process will increase by 0.502 units
4) b3 = 1.250; on average, if team learning (X3) increases by one unit and other variables are

constant, knowledge creation process will increase by 1.250 units
5) b4 = 0.091; on average, if embedded system (X4) increases by one unit and other variables

are constant, knowledge creation process will increase by 0.091 units
6) b5 = 0.716; on average, if empowerment (X5) increases by one unit and other variables are

constant, knowledge creation process will increase by 0.716 units
7) b6 = 0.592; on average, system connection (X6) increases by one unit and other variables
are constant, knowledge creation process will increase by 0.592 units
8) b7 = 0.863; on average, if the value of supportive leadership (X7) increases by one unit and
other variables are constant, knowledge creation process
will increase by 0.863 units

It can be concluded that, though embedded system is statistically not significant to
influence knowledge creation process at Pindad, it does not mean that this dimension does not
have any influence on knowledge creation process at all. From the equation, embedded system
positively influences knowledge creation process with a small value compared to others,
which are 0.091 units.
R and Adjusted R2
Correlation coefficient (R) indicates the strength of the relationship between any two
metric variables - a group of independent variables and a dependent variable [17][42].
According to Table 3, R-value is 0.774, which indicates that the relationship between learning
culture and knowledge creation process has a strong positive linear relationship [37]. The
value of adjusted R2 is 0.585, which means 58.5% of the variability in knowledge creation
process can be explained by learning culture.

C. Descriptive Result
Table 3 also represents the percentage level of agreement (%) for each learning culture
dimension. It can be interpreted to qualitative result based on the interpretation categories
portrayed in Table 4 aiming to make it easier for understanding the meaning of percentage
score.
Table 4 Score Category and Interpretation
Score Category (%) Interpretation
20% - 36%
37% – 52%
53% - 68%
69% - 84%
85% - 100%

Poor
Fair
Average
Good
Excellent

Continuous Learning
Continuous learning can be defined as the efforts of organization to encourage its people
to keep learning. As company attempts to become learning organizations, it is important to
build learning capability at the individual level if they want to promote group- and
organizational level [8]. Some employees may be aware how important their selfdevelopment
and some others may be not. Continuous learning requires employees to be willing to change,
adapt, grow, and take control of work-related decisions [43]. Overall, the respondents‘
perception about the implementation of continuous learning at Pindad can be classified as
good (Mean = 3.53).
Dialogue and Inquiry
According to Watkins and Marsick, inquiry involves critical questions that challenge
assumptions without attacking the individual, while dialogue calls for open minds and open
communication. Dialogue and inquiry describes an atmosphere where everyone in
organization is able to express their mind, ask questions about the impact of a decision or
action, listen and be open to others‘ viewpoint, and trust each other [43][44]. Garvin,
Edmondson, and Francesca (2008) views that organization should pay attention to the
psychological safety of its working environment where employees cannot fear being belittled
or marginalized when they have a different thought or opinion from peers or authority figures
as well as allow them to ask questions and concede their mistakes [11]. It is necessary for
organization to make their people believe that their working environment are safe enough to

express and act on any idea to stimulate innovation [2]. In this study, the dialogue and inquiry
dimension has a good result (Mean = 3.55) as indicated in Table 3.
Team Learning
Furthermore, team learning means that organization should encourage its people to work
collaboratively through teams. It aims to access disparate thoughts of people in organization.
Team learning is augmented when employees share and create new ideas, new perspectives,
and prominent skills [43][44]. Overall, respondents perceive that the implementation of team
learning in this company can be categorized as good (Mean = 3.53).
Embedded System
Embedded system emphasizes the importance of systems to capture, share, and document
learning activities and make it integrated with work. Organization should have a collective
memory in which information can be acquired, stored, retrieved, managed, and disseminated
[43][44]. Based on Table 3, this dimension is the second lowest learning culture dimension
and still in average category (Mean = 3.37).
Empowerment
Empowerment is a practice of distributing responsibility to the people in organization,
allowing them to have autonomy to act on their initiative, emboldening them to take
calculated risks, and trusting them to participate in decision-making or problem solving in
accordance with their capabilities, which might create a room for learning from their success,
mistake, or failure. Moreover, to empower people, it should be driven by a collective vision so
that they can align with the vision and have guidance to participate in achieving it [43][44].
For instance, employees can decisively decide what they should learn or act in order to
contribute in realizing collective vision. It is the lowest learning culture dimension and can be
classified as average (Mean = 3.33).
System Connection
Organizations implementing learning culture acknowledge the interdependencies between
organization and its internalexternal environment [43][44]. Being connected to the internal
environment means for being responsive to its employees and their work-life needs, while
being connected to the external environment can be interpreted as being responsive to
customer, society, competitors, or legislative bodies. Learning becomes complex in this stage
because individuals in organization must interact within successfully larger social units and
they should obtain more insights from outside the organization. The respondents perceive that
Pindad has done system connection dimension with a good result and obtain the highest score
compare to other dimensions (Mean = 3.72).
Supportive leadership
Leaders are key figures to strengthen learning culture because they are able to think
strategically about how to use learning to create changes and move the organization toward
new direction [44]. They should model and support learning as well as empower their
subordinates through coaching, mentoring, or facilitating learning [8]. Watkins and Marsick
also stated that, to create more room for learning, it is necessary for leaders to ask their
employees what must be done instead of telling them (1993:14). According to the perspective
of respondents, supportive leadership can be classified as good (Mean = 3.66).

V. DISCUSSION
It has been discussed before that learning culture is not directly related to organizational
financial improvement because there is a mediating effect through knowledge creation process
[36]. Pindad is willing to make learning, as one of its values, give impact to its corporate
performance and realize its vision through product innovation. It has been proven through
multiple regression analysis that learning culture takes an important role to support knowledge
creation process in the context of Pindad because the P-value is less than significance level of
0.01 (F = 45.113). According to the value of Adjusted R2, 58.5% of the variability in the
knowledge creation process can be explained by the learning culture, while the remaining
41.5% are influenced by other factors. According to the B-value, all learning culture
dimensions positively influence knowledge creation process in Pindad setting. However,
referring to the t-value, almost all learning culture dimensions are statistically significant to
influence knowledge creation process at Pindad, except embedded system. The most two
influencing dimensions are team learning and supportive leadership.
Pindad should be appreciated for its learning culture implementation because no
dimension that have poor or fair category. However, there is no learning culture dimension
that can be classified as excellent. Descriptive result indicates that empowerment got the
lowest score among other dimensions (Mean = 3.33) and system connection got the highest
score (Mean = 3.72). This study found that all learning culture dimensions could be
categorized as good, except empowerment and embedded system.
In short, in the context of Pindad, all learning culture dimensions have statistically proven
that they positively influence knowledge creation process. Nevertheless, not all of them are
significant to give impact on creating knowledge at Pindad. As mentioned before, the learning
culture dimension that does not show significant influence is embedded system. For that
reason, although descriptive result represents that this learning culture dimension is still in
average category, this study does not prioritize it to become proposed suggestions to make
learning culture implementation at Pindad become better. The one and only significant
learning culture dimension that should be improved in the context of Pindad is empowerment.
Empowerment is a psychological concept in which individuals experience selfdetermination, meaning, competence, and impact in their working environment. Empowered
employees experience self-determination when having freedom, independence, and discretion
over their tasks. Organization gives them high degree of autonomy and minimal bureaucratic
control. They must feel that their work has meaning, which means they believe what they do
is important and care about it. Moreover, it is important for empowered employee to have
competence, which will make them confident about their ability to perform the work as well
as to make a decision.
Lastly, employees experience impact when they are able to actively participate in
decision-making and their actions have an influence on the success of their organization [24].
Watkins and Marsick revealed that a rigid structure constrains autonomy [43]. Literature
shows that the unsatisfied score of empowerment could be related to centralized hierarchical
structure [19]. Empowered people should experience autonomy; a rigid and bureaucratic
structure constrain their autonomy [43][24]. Besides that, to make empowerment successful, it
is important to equip employee with requisite competence [24][20]. McShane and Von
Glinow stated that, to empower people in organization and to create organizational learning,
the suitable organizational structure should be organic structure. This structure is
characterized by: 1) many people report directly to manager; 2) low degree of formalization;

3) high degree of decentralization. It is also more suitable for organization that wants to
flexibly adapt in fast changing business environment. However, to embrace this structure, the
organization should ensure that its employees have clear role and expertise. The opposite of
organic structure is mechanistic structure, which has several characteristics: 1) very view
people report directly to a manager; 2) high degree of formalization in which organization
standardize behaviour through rules, procedures, etc.; and 3) high degree of centralization. It
prefers to be applied in stable environment because it relies on efficiency and routine
behaviours [24].

VI. CONCLUSION
All Learning Culture dimensions positively influence Knowledge Creation Process,
however, not all of them are statistically significant in the context of Pindad, namely
embedded system. The assessment result shows that empowerment should be improved to
make Learning Culture implementation at Pindad become better. This study offers two main
suggestions to improve empowerment dimension. First, Pindad should review its current
organizational structure whether it tends to apply mechanistic or organic structure. If it is
prone to implement mechanistic structure (high degree of centralization and formalization), it
is necessary to consider embracing organic structure (high degree of decentralization and low
level of formalization). The critical note to apply organic structure is Pindad should ensure
that all people in organization have clear role and expertise because, without both
requirements, employees cannot coordinate effectively with each other and may cause
inefficiencies and chaos [24][20]. Second, this company should make sure its employees have
requisite competency to perform their job. It may embolden them to become more
independent in taking- resolves or risks regarding their tasks. By equipping employees with
right competencies, leaders can empower them to take calculated risks that might create
mistakes, but might also lead to learning, and to act on their own initiative (autonomy).

VII.

STUDYLIMITATION

This study focused on certain departments in Bandung factory without considering sample
size at Pindad‘s factory in Turen, Malang. Besides that, the instrument type used in this
research was self-reported responses based on the perception of the respondents. Furthermore,
it used cross-sectional study, which was carried out at short period. Therefore, in the future
research, longitudinal study with in-depth observation is recommended.

Acknowledgments
The authors would like to thank Ir. Asep Tamrin, Hanifah Widyasih, ST, Trisno Mardi
Yanto, ST, Budi Pujianto, ST, and all employees of Pindad for their assistance and insightful
comments.

References
[1]

Awasthy, Richa and Gupta, Rajen K. (2012). Dimensions of the learning organization in an Indian context.
International Journals of Emerging Markets, 7(3), 222-244. doi: 10.1108/17468801211236956

[2]

Barsh, Joanna, Capozzi, Marla M. and Davidson, Jonathan. (2008, January). Leadership and innovation.
Retrieved
from
http://www.mckinsey.com/business-functions/strategy-and-corporatefinance/ourinsights/leadership-and-innovation

[3]

Calisir, Fethi, Gumussoy, Cigdem Altin, andGuzelsoy, Ezgi. (2012). Impact of learning orientation on
product innovation. The Learning
Organization, 20(2), 176-194. doi: 10.1108/09696471311328442

[4]

Cole, Megan. (2016, 23 February). Sneak peek: new ATD research on building a culture of learning.
Retrieved from https://www.td.org/Publications/Blogs/Learning-ExecutiveBlog/2016/02/Sneak-Peek-NewATD-Research-on-Building-a-Cultureof-Learning

[5]

Dahanayake, Nishada Dhananjaya, and Gamlath, Sharmila. (2013).
Learning organization dimensions of the Sri Lanka army. The Learning
Organization, 20(3), 195-215. doi: 10.1108/09696471311328451

[6]

Deloitte Research Team. (2016). Global human capital trends 2016 - the new organization: different by
design.
Deloitte
University
Press.
Retrieved
from
https://www2.deloitte.com/content/dam/Deloitte/global/Documents/Hu manCapital/gx-dup-global-humancapital-trends-2016.pdf

[7]

Edmonds, S. Chris. (2014). The culture engine: a framework for driving results, inspiring your employees,
and transforming your workplace [Kindle Version]. Retrieved from https://www.amazon.com/CultureEngine-Framework-InspiringTransforming/dp/1118947320/ref=sr_1_1?ie=UTF8&qid=1474381849&
1&keywords=edmonds+culture+engine

sr=8-

[8]

Ellinger, Andrea D.. (2004). The concept of self-directed learning and its implications for human resource
development. Advances in Developing Human Resources, 6(2), 158-177. doi: 10.1177/1523422304263327

[9]

Fuentes, Stephanie Christine G.. (2008). The link between learning culture and organizational performance
in organizations using the balanced scorecard. (Dissertation). Retrieved from Dissertations and Theses
database. (UMI No. 3346589)

[10]

Garvin, David A. (1993, July). Building a learning organization.
Retrieved from https://hbr.org/1993/07/building-a-learning-organization

[11]

Garvin, David A., Edmondson, Amy C., and Gino, Fancesca. (2008). Is yours a learning organization?
Retrieved from https://hbr.org/2008/03/isyours-a-learning-organization

[12]

Ghozali, Imam. (2013). Aplikasi analisis multivariate dengan program
IBM SPSS 21. Semarang: Badan Penerbit Universitas Diponegoro

[13]

Hana, Urbancová. (2013).Competitive advantage achievement through innovation and knowledge. Journal
of Competitiveness, 5(1), 82-96, doi: 10.7441/joc.2013.01.06

[14]

Heigl, Russell B.. (2010). Dimensions of the learning organization strategy: a mixed methodology case
study of the differences between traditional organizations and virtual organization. (Dissertation).
Retrieved from Dissertations and Theses database. (UMI No. 3433398)

[15]

Herrera, David A.. (2007). A validation of the learning organization as a driver of performance
improvement. (Dissertation). Retrieved from Dissertations and Theses database. (UMI No. 3274577)

[16]

Hoe, Siu Loon. (2006). Tacit knowledge, Nonaka and Takeuchi Seci model, and informal knowledge
processes. International Journal of Organization Theory and Behavior, 9(4), 490-502

[17]

Jr. Joseph F. Hair, Black, William, C., Babib, Barry J., and Anderson, Rolph E.. (2010). Multivariate data
analysis: a global perspective 7th Edition. New Jersey, NJ: Pearson Education, Inc.

[18]

Lee, Heeseok and Choi, Byounggu. (2003). Knowledge management enablers, processes, and
organizational performance: an integrative view and empirical examination. Journal of Management
Information Systems, 20(1), 179-228. doi: 10.1080/07421222.2003.11045756

[19]

Leufvén, Mia, Vutrakoti, Ravi, Bergström, Anna, KC, Ashish, and

Målqvist. (2015). Dimensions of learning organizations questionnaiere
(DLOQ) in a low-resource health care setting in Nepal. Health Research Policy and System, 13(6), 1-8
[20]

Marquet, David. (2015). 6 myths about empowering employees. Retrieved from https://hbr.org/2015/05/6myths-about-empoweringemployees

[21]

Marsick, Victoria J. (2013). The dimensions of a learning organization questionnaire (DLOQ): introduction
to the special issue examining DLOQ use over a decade. Advances in Developing Human Resources,
15(2), 127-132. doi: 10.1177/1523422313475984

[22]

Marsick, Victoria J. and Watkins, Karen E.. (2003). Demonstrating the value of an organization‘s learning
culture: the dimensions of the learning organization questionnaire. Advances in Developing Human
Resources, 5(132). doi: 10.1177/1523422303005002002

[23]

Mbassana, Marvin Elle. (2014). Validating the dimensions of the learning organization questionnaire
(DLOQ) in the Rwandan context. European Journal of Business, Economics, and Accountancy, 2(2), 1526

[24]

McShane, Steven L. and Von Glinow, Mary Ann (2010). Organizational behavior: emerging knowledge
and practice for the real world (5th ed.) New York, NY: McGraw-Hill

[25]

Moilanen, Raili. (2005). Diagnosing and measuring learning organizations. The Learning Organization,
12(1), 71–89. doi: 10.1108/09696470510574278

[26]

Murugiah, Santhiru Sekar. (2008). Facilitating organizational learning to enhance capacity to manage
emerging business challenges: case study of safe finance in Malaysia. (Dissertion). Retrieved from
Dissertations and Theses database. (UMI No. 3327067)

[27]

Nonaka, Ikujiro. (1994, February). Dynamic theory of organizational knowledge creation. Organization
Science, 5(1), 14-37. Retrieved from http://www.uky.edu/~gmswan3/575/Nonaka_1994.pdf

[28]

Oh, Hunseok. (2001). The relationship between work environment factors and organizational knowledge
creation process. (Doctoral Thesis). Retrieved from Dissertations and Theses database. (UMI No.
3039648)

[29]

Pindad. (2014). Annual report 2014: investasi strategis untuk tumbuh lebih baik (strategic investment for a
better drowth). Retrieved from
http://www.pindad.com/annual-report

[30]

Pindad. (2015). Annual report 2015: transformasi korporasi: batu pijakan untuk pembaruan (corporate
transformation: a stepping stone for a new era). Retrieved from https://www.pindad.com/annual-report

[31]

Riduwan. (2007). Metode dan teknik menyusun tesis. Bandung: Alfabeta

[32]

Sekaran, Uma and Bougie, Roger. (2009). Research methods for business: a skill building approach (5th
ed.). Chichester, UK: John Wiley
& Sons Ltd

[33]

Sharifirad, Mohammad Sadegh. (2011). The dimensions of learning organization questionnaire (DLOQ): a
cross-cultural validation in an Iranian context. International Journal of Manpower, 32(5/6), 661-676. doi:
10.1108/01437721111158251

[34]

Song, Ji Hoon. (2008). The effects of learning organization culture on the practices of human knowledgecreation: an empirical research study in Korea. International Journal of Training and Development, 12(4),
265-281. Doi: 10.1111/j.1468-2419.2008.00311.x

[35]

Song, Ji Hoon and Kolb, Judith A.. (2009) The influence of learning culture on perceived knowledge
conversion: an empirical approach using structural equation modelling, Human Resource Development
International, 12(5), 529-550, doi: 10.1080/13678860903274505

[36]

Song, Ji Hoon and Kolb, Judith A.. (2012). Learning organizational culture and firm performance: the
mediating effects of knowledge creation in Korean firms , Journal of Leadership & Organizational Studies,
20(2), 252-264. doi: 10.1177/1548051812461146

[37]

Sugiyono. (2006). Metode penelitian administrasi. Bandung: Alfabeta

[38]

Tavakol, Mohsen, and Dennick, Reg. (2011). Making sense of cronbach‘s alpha. International Journal of
Medical Education, 2, 53-55. doi: 10.5116/ijme.4dfb.8dfd

[39]

Training Journal. (2016, 13 April). Building a culture of learning encourages business growth. Retrieved
from https://www.trainingjournal.com/articles/news/building-culturelearning-encourages-business-growth

[40]

Trihendradi, Cornelius. (2013). Langkah mudah menguasai SPSS 21.
Yogyakarta: Andi

[41]

Ursachi George, Horodnic, Ioana Alexandra, and Zait, Adriana. (2015). How reliable are measurement
scales? external factors with indirect influence on reliability estimators. Procedia Economics and Finance
20,
679 – 686. doi:10.1016/S2212-5671(15)00123-9

[42]

Verma, J. P.. (2013). Data analysis in management with SPSS software.
India: Springer

[43]

Watkins, Karen E. and Marsick, Victoria J.. (1993). Sculpting the learning organization: lessons in the art
and science of systemic change. San Francisco, US: Jossey-Bass Publishers

[44]

Watkins, Karen E., Marsick, Victoria J., and Phillips, Jack J. (Eds.).
(1996). In action: creating the learning organization vol. 1. Virginia, US: the American Society for
Training and Development

[45]

Yang, Baiyin. (2003). Identifying valid and reliable measures for dimensions of a learning culture.
Advances in Developing Human Resources, 5(2), 52-162. doi: 10.1177/1523422303251357

Comparison of Job Characteristics Among Generational Cohorts: A Case
Study in the Office of Telkom Regional II Jakarta
Gandung Pratidhina1 andAde Irma Susanty2
Magister Management, School of Economic and Business, Telkom University
Bandung, Indonesia
gandunk@gmail.com1, irma_samketo@yahoo.com2

Abstract. Multigenerational existence in an organization raises challenge in human resource management, that
employees from the same generation group has each its characteristics, affecting their view on life and work,
including from job characteristics aspects. This study identified and compared the job characteristics between
generational cohorts in Unit of Telkom Regional Office II Jakarta, using all five dimensions of job
characteristics models, namely: task variety, task identity, task significance, authority, and feedback. There
were 212 valid data out of 243 derived from survey using online questionnaire with the results showing that task
significance is the job characteristics that differ significantly between generations X both to baby boomers and
generation Y employees.
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I.

INTRODUCTION

The working environment is currently experiencing a demographic change that has
revolutionized the workforce to become more diverse, with a composition of employees
consisting of the age of older employees and younger employees, which in terms of the year
of birth can be classified into three generational groups: baby boomers, generation X and
generation Y. in Indonesia, the Indonesian labor force structure at the time of the
demographic bonus in 2025, will be dominated by generation Y and generation Z (around
77%) (Merari & Suyasa, 2015). Changes in workforce demographics also occurs not least in
Telkom, which during the period of 2015-2020 will be a wave of massive retirement as many
as 9055 employees, followed by recruitment program of thousands of fresh graduates as
many as 2824 employees. This led to the composition of Telkom human resources to be
shifted with the increase in employees by age ≤ 35th as much as 38% in 2020.
Employees of the same generation group has a specific "generation characteristics",
affecting their outlook on life and work. These characteristics affect viewpoint, relationships,
work ethic and behavior, motivations, trends in teamwork, communication preferences, and
perceptions of the organizational hierarchy, managing change (Hernaus & Vokic, 2014).
Generation group differences also affect how employees react to the characteristic of the
work (job characteristics).
The dimension of job characteristics used in this study were using job characteristics
model developed by Hackman and Oldham (1975), namely: task variety, task identity, task
significance, authority, and feedback. Each generation has a dimension of job characteristics
dominant based on personal values and work preferences. Potential match between the
preferences of each work with job characteristics which is expected to give positive results
among the generation groups.

II. THE METHODOLOGY USED IN THE RESEARCH
A.Theory of Generation Group
The generation group is defined as a group that can be identified based on the similarity
of the year of birth and the important events during the developmental stages of life
(Kupperschmidt in Wong et al, 2008). A generation group has similarity of socio-history
experience which then affects the way to grow and differentiate the generation to another
generation (Wong et al., 2008). Each generation tends to establish preferences or different
properties that distinguish attitudes toward work and what they want from a job (Jurkievicz
and Brown; Kupperschmidt; in Wong et al., 2008). In this study, the writer used a definition
by Patalano (2008), where the baby boomers represent employees who were born in 1946 to
1964, generation X represents employees who were born in 1965 to 1976, and generation Y
represents the employees who were born in 1977 to 1994.
B.Job Characteristics
Hackman and Oldham argued that there are five core characteristics of each job (job
characteristics) through a process in order to increase job satisfaction, work motivation, and
high-performance (Wilson, 2012). The five dimensions becoming job characteristics are the
task variety, job identity, job significance, autonomy, and feedback.
C.The Influence of Generation Group and Job Characteristics
Framework of work motivation by age range, proposed by Kanfer and Ackerman and
subsequently confirmed by Zaniboni et al., that employees of old age and young ones will
have different reactions to the same job characteristics (Hernaus and Vokic, 2014).
Additionally, Truxillo et al. (2012) conducted a series of studies on how age moderates the
impact of job characteristics on attitudes and employee performance. Assumptions about the
tendency of job characteristics of each generation is based on the dimensions of job
characteristics proposed by Hernaus and Vokic (2014), in which each generation has a
dominant job characteristics based on personal values and preferences of prominent jobs
D.Research Framework

Figure 1.Research Model
Model of idea in the picture above is based on research conducted Hernaus & Vokic
(2014), that labor force generation group has a different preference of work differently from
the aspect of job characteristics.
E.Hypothesis
Based on the theoretical framework that has been described, then the hypothesis for this
study are as follows:
H1a : There is a difference of task variety between baby boomers and generation X
H1b : There is a difference of task variety between baby boomers and generation Y

H1c : There is a difference of task variety betweengeneration X and generation Y
H2a : There is a difference of task identity between baby boomers and generation X
H2b : There is a difference of task identity between baby boomers and generation Y
H2c : There is a difference of task identity betweengeneration X and generation Y
H3a : There is a difference of task significance between baby boomers and generation X
H3b : There is a difference of task significance between baby boomers and generation Y
H3c : There is a difference of task significance between generation X and generation Y
H4a : There is a difference of autonomy between baby boomers and generation X
H4b : There is a difference of autonomy between baby boomers and generation Y
H4c : There is a difference of autonomy betweengeneration X and generation Y
H5a : There is a difference of feedback between baby boomers and generation X
H5b : There is a difference of feedback between baby boomers and generation Y
H5c : There is a difference of feedback between generation X and generation Y
III. DATA PROCESSING AND DISCUSSION
Sampling method used was stratified random sampling, with the number of samples
amounted to 93 employees of baby boomers, amounted to 83 employees of generation X, and
36 employees of generation Y. Valid data were amounted to 212 out of 243 questionnaires
returned. Data collection was done by using questionnaire online using google docs.
Analysis of data of this study was done by using the approach of Mann-Whitney U-test.
Mann-Whitney U-test used to test comparative hypothesis of two independent samples, if the
assumption of normality is not influenced (Sugiyono, 2011).
A.Validity and Reliability Test
Validity and reliability test was done to show the levels of expertise of measurement
instrument and how fat the measurement instrument can be trusted (Juliansyah, 2011).
Table 1.Results Of Test Of Validity And Reliability
Dimension
Task Variety

Task Identity

Task
Significance

Autonomy

Number of Item
1
2
5
6
3
4
7
8
3
9
10
13
14
11
12
15

Corrected Item Total Correlation
0.801
0.803
0.831
0.818
0,721
0,796
0,725
0,833
0,721
0,805
0,869
0,854
0,838
0.767
0.782
0.738

Alpha Cronbach
0,827

0.895

0.932

0.877

16
17
18

Feedback

0.799
0.824
0.810

0.905

The results of validity and reliability test of each items of question based on the
dimension ofjob characteristics contained in Table 1, where coefficient value of corrected
item total correlationthe entire item statement is above the limit value 0,135 (r table) and the
value of alpha cronbachthe entire variable is above the limit value 0,60, thus it can be
concluded that all the indicators and variables meet the test of validity and reliability.
B.Descriptive Analysis
To analyse the condition of job characteristics of each employee generation, a frequency
distribution analysis is used. Frequency distribution analysis was used to establish a table of
frequency distribution to determine whether the rate of the value of the variables are included
in categories: very low, low, moderate, high, very high.
In table 3 we can see the percentage of every variable of job characteristics in the
generation of baby boomers, generation X, and generation Y. The highest variable in baby
boomers is task variety with average score of 80,70%, whereas autonomy is the lowest value
with the average score of 75,91%. The highest variable in generation Xis task significance
with the average score of 86,75%, meanwhile for autonomy, it is the lowest variable with the
average score 75,66%. The highest variable in Y is task variety with the average score of
81,25%, whereas task identity is the lowest variable with the average score 76,11%.
Table 2.percentage of score in the variable of job characteristics Of each generation group
Variable

Item

1
2
Task Variety
5
6
3
4
Task
Identity
7
8
9
10
Task
Significance 13
14
11
12
Autonomy
15
16
17
Feedback
18
Total Percentage

Percentage of Score of
Baby Boomers
79,78%
81,51%
80,43%
81,08%
77,20%
75,70%
79,57%
76,77%
76,34%
76,99%
75,91%
75,05%
75,70%
77,20%
74,84%
78,92%
76,13%
75,91%
77,50%

Percentage of Score of
Generation X
81,93%
80,96%
81,20%
82,41%
78,31%
76,14%
74,22%
77,59%
83,86%
87,47%
87,47%
88,19%
75,18%
75,90%
75,90%
79,04%
76,87%
76,14%
79,93%

Percentage of Score of
Generation Y
83,89%
83,33%
79,44%
78,33%
76,11%
72,78%
78,89%
76,67%
77,78%
76,67%
77,22%
73,89%
76,67%
79,44%
76,11%
76,67%
79,44%
79,44%
77,93%

C.Test of Hypothesis
Test of hypothesis was done by using a software IBM SPSS 19 and the results can be
seen in table 3 as follows.

Table 3 shows that the Goodness of Fit value is 0,703. Based on rule of thumb of GoF >
0,36, it‘s in the GoF Large category. Therefore, the GoF value of this research model is in the
category of GoF Large.
Table 3.Results Of Hypothesis Test
Hyp

Variable

Employee Group

Mann-Whitney U

p-Value

H1a

Task Variety

Baby boomers &
Generation X

3667,000

0,565

H1b

Task Variety

Baby boomers &
Generation Y

1471,000

0,893

H1c

Task Variety

Generation X &
Generation Y

1557,000

0,536

H2a

Task Identity

Baby boomers &
Generation X

3714,500

0,664

H2b

Task Identity

Baby boomers &
Generation Y

1444,500

0,773

H2c

Task Identity

Generasi X &
Generation Y

1665,500

0,964

H3a

Task
Significance

Baby boomers &
Generation X

2363,500

0,000

H3b

Task
Significance

Baby boomers &
Generation Y

1096,000

0,019

H3c

Task
Significance

Generasi X &
Generation Y

1522,500

0,424

H4a

Autonomy

Baby boomers &
Generation X

3816,000

0,896

H4b

Autonomy

Baby boomers
&Generation Y

1317,500

0,300

H4c

Autonomy

Generation X &
Generation Y

1433,000

0,200

H5a

Feedback

Baby boomers &
Generation X

3797.500

0.853

H5b

Feedback

Baby boomers
&Generation Y

1440.500

0.754

H5c

Feedback

Generation X &
Generation Y

1589.500

0.653

The results of hypothesis showed that the variable with significant difference is task
significance betweenbaby boomers and generation X with the value of p-value amounting to
0,000 (<0,05), and task significance between generation X and generation Y with the value of
p-value amounted to 0,019 (<0,05).
The results of this research showed that variable task significance is the idiosyncratic
characteristics among generation groups. In this research, generation X has prominent task

significance characteristic, as suggested by Durkin in Hernaus & Vokic (2014) where
generation X has needs to do work that gives effect towards their social surrounding.
Based on the descriptive analysis, generation X has also characteristic of task
significance that is prominent compared to generation X welcomed the mission that has been
defined by organization and seeks to directly contribute to organizational goals. They will be
working for long to finish the work that is important and beneficial to the organization. While
generation Y will be loyal and work hard for the organization if their desire to do good to the
company is appreciated.
IV. CONCLUSION AND SUGGESTION
This study aimed to know the condition and differences of job characteristics group
generation of employees in the Office of Telkom Regional II Jakarta, based on the
dimensions of task variety, task identity, task significance, autonomy, feedback. Based on the
results of the discussion in the previous section related to the analysis of descriptive data and
test of hypothesis, thus it can be concluded as follows:
1.

The overall score of job characteristics generation baby boomers is categorized as high,
amounted to 77,50%. Variable of task variety is a variable that has the highest appraisal
in the generation baby boomers. Other variables that has the highest value consecutively
is a task identity, followed by feedback, and task significance, and the last is autonomy.
Thus, it can be concluded that the task variety is the most dominant characteristic of baby
boomers. This is because the baby boomers is likely to take risks and seek a challenging
job

2.

The overall score of job characteristics for generationX is categorized as strong,
amounted to 79,93%. Variable of task significance is a variable that has the highest
appraisal in the generation X. It shows that generation X has the need to do work that
gives effect to the social environment. Other variables that has the highest value
consecutively is task variety, followed by feedback, then task identity, and the last is
autonomy. Thus, we can conclude that task significance is the most dominant
characteristic of employees in generation X. It may be due to the generation X tends to
have a basic need to have and do work that gives effect to the social environment.

3.

The overall score of job characteristics for generation Yis categorized as strong,
amounted to 77,93%. Variable of task variety is a variable that has the highest appraisal
in the generation Y. Other variables that have the highest value consecutively is feedback,
followed by the variable autonomy, then the variable of task significance, and the last is
variable of task identity. Thus, we can conclude that task variety is the most dominant
characteristic of employees who belong to the generation Y. This is because generation Y
is a generation of tech-savvy and have multitasking capabilities in work which is the basis
capital for the work variegated.

4.

Variable of task significance is idiosyncratic characteristics among generation, where
there is a difference of task significance between baby boomers and generation X, showed
by the significant value of < 0,05 amounting to 0,000. And there is a difference of task
identity between generation X and generation Y, showed by the significant value of <
0,05 amounting to 0,019.

Based on the results of statistical test conducted, the dimension of task significance is the
idiosyncratic characteristics among generation groups in the Office Telkom Regional II

Jakarta, whereas the dimension of task variety, task identity, autonomy, and feedback, are
common characteristics among generation groups in the Office Telkom Regional II Jakarta.
Referring to the results stated, the management of Office Unit of Telkom Regional II
Jakarta needs to focus on task significance which is the idiosyncratic characteristic obtained
among generation groups where generation X tends to have task significance prominent
significantly compared to other generation groups. One of the efforts that can be done is to
place employees of generation X in work stations that have direct influence in the
achievement of organization performance or that has impact to the interest of stakeholders of
Telkom, either in the managerial position/ non-managerial that has direct impact in the
achievement of Unit performance, such as Unit of Sales & Marketing.
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Factors Affecting the Acceptance of Knowledge Management System in
Malaysian Higher Education Institutions
Zakariya Belkhamza
Faculty of Business, Economics and Accountancy, Universiti Malaysia Sabah

Abstract. Higher education institutions nowadays are moving towards recognizing the importance of knowledge
to gain competitive advantage against its rival competitors and the pressure to face globalization. This has been
an important issue encounter by many countries, where Malaysia made no exception is aspiring to become a
regional education hub in Asia. As societies moving from industrial to knowledge era, knowledge management
should also be embedded in education sectors to act as a medium to improve teaching and learning experience.
The objective of this paper is to explore the factors affecting the acceptance of knowledge management system
in higher education institutions in Malaysia. Due to scarce empirical knowledge about these relationships, the
needs for further research in this area is crucial. The results show that only organization culture and
organization structure contribute significantly towards knowledge management systems acceptance in
Malaysia, compared to individuals factors. The findings highlight the important of organizational learning in
the process of managing knowledge in the academic institutions.

I.

INTRODUCTION

Higher education institutions nowadays are moving towards recognizing the importance
of knowledge and utilizing it to gain competitive advantage against its competitors and the
pressure to face globalization. This has been an important issue encountered by many
countries, where Malaysia, made no exception, is aspired to become a regional education hub
in Asia [1]. The idea to transfer Malaysia to a knowledge-based economy from a productionbased economy has emerged to the introduction of the Knowledge-based Economy Master
Plan to chart the planned strategic directions to achieve those goals [2]. In the Knowledgebased Economy Master Plan, it has been recognized that education has been a crucial role in
transforming the production-based economy to knowledge-based economy, as well as vital
part in developing human capital [2].
Therefore, as society is moving from industrial to the knowledge age, knowledge
management is any important element to be embedded in the education sector as a medium to
improve teaching and learning experience [1]. As highlighted by [3] and [4], the Ministry of
Higher Education in Malaysia has identified knowledge management as one of the pillars in
transforming Malaysia from production-based economy to knowledge-based economy.
Though the implementation of knowledge management system able to offer plenty of benefits
towards higher education institutions, however, they still encounter significant obstacles in
fully implementing the system. First, many academicians still perceive knowledge as
exclusively own asset where some of them are even reluctant to share, though some say
knowledge is the type of asset which can increase its value when it is being shared among
one another [5],[6]. However, there are also people who are very fond in sharing their
knowledge due to their understanding that knowledge can be seen as a strategic tool to gain
competitive advantage. Moreover, [7] emphasized that higher education institutions are often
organized in functional areas which normally operate independently, such as academic
affairs, marketing, student affairs, research and development. Hence, there are always failures
in sharing knowledge within the functional areas in many higher education institutions.
Taking the higher education institution as an organizational entity, the objective of this
paper is explore the factors that affect the acceptance of knowledge management system in
higher education institutions. Due to limited empirical knowledge on these relationships in

this type of organizations, the need for further research in this area is crucial, and required
further exploration on this issue. It is therefore important to investigate the factors that affect
the acceptance of knowledge management system in higher education institutions, as well as
the moderating role of demographic factors such as gender that may influence the acceptance
of knowledge management system.
It is hoped that this paper will contribute to assist higher education institutions in the
implementation of knowledge management amongst the academic staff, and help assist the
dissemination of knowledge through their respective knowledge management systems.
II. KNOWLEDGE MANAGEMENT SYSTEM
In the business world, managing knowledge effectively is the key to gain competitive
advantage amongst its competitors. Knowledge management system allows employees to
obtain the information they need and encourage them to share in order to create new
knowledge to improve decision-making [8]. In this paper, we refer knowledge management
system to any system that assist in knowledge dissemination in higher education institutions.
[9] suggests that higher education institutions can also use knowledge management system to
enhance the mission of the institution. [10] argued that knowledge management system can
utilize and optimize the knowledge within the institutions for the purpose of teaching and
learning as well as for the generation of new knowledge. While it is crucial for higher
education institutions to implement knowledge management system [11], it is necessary for
higher education institutions to instill the knowledge management system practices to support
their functional and operational processes [9].
[12] suggested that the knowledge management system program in the higher education
institutions should be aligned with the organization‘s strategy established by the top
management. The advantages of implementing knowledge management system in the higher
education institutions is to improve performance [13], [14]. This can be achieved by
improving knowledge sharing practices within the institutions [15]. According to [16],
Malaysian Ministry of Higher Education has identified knowledge management system as the
source of new ideas creation or generation, and able to enhance and sustain the
innovativeness of the institution. Due to the dated knowledge sharing practices, knowledge
are restricted by locations and time zone. However, knowledge management system has
solved the issue of allowing people to share a massive amount of information [17], [18]. In
this paper, we have identified four factors that may influence knowledge management system
acceptance in higher academic institutions. They are organizational culture, organizational
structure, Leadership and Motivation aids. The following sections discusses research
hypotheses, research methods, then results and discussion are reported.
A. Organizational Culture and Knowledge Management System
Culture is a set of shared values and beliefs which mold the organizational culture to
identify ways on how the organization runs their daily business [19]. Organizational culture
has a significant influence toward the successfulness of the implementation of the knowledge
management practices [20], [21]. With the right culture in place, employees will no longer
have to hesitate to share their knowledge with their colleagues. The most important element
that should exist in the organization culture value is ―teamwork‖. This will lead and another
important element that should be instilled for the facilitation of knowledge dissemination,
which is collaborative culture. Previous studies have shown that the spirit of working as a
team is the contributor of knowledge creation [22], [23].

Since knowledge management emphasizes more on people but not on technology, and in
order to have the best part of knowledge management system successfully integrated with
higher education institutions, institutions must constantly review and apply changes towards
their policies and practices, as well as the culture of higher education systems [24].
Therefore, top management should instill the importance of knowledge sharing to their
employees in order to prevent ―knowledge hoarding‖ being present in the organization [25].
It is thus hypothesized that:
H1: There is a positive relationship between organization culture and knowledge
management system acceptance
B. Organization Structure and Knowledge Management System
Another factor which is crucial to ensure the successfulness of knowledge management
system in higher education institutions is the presence of best fit organizational structure.
This means that the development of knowledge-related set of roles and responsibilities to
carry out specific tasks. [24] described organizational structure as the hierarchical
arrangement of lines of authority to facilitate work tasks. Hence, organizational structure
plays an essential role in the implementation of knowledge management system. Welldesigned organizational structural is helpful for improving the efficiency of knowledge
management, the process of acquisition of knowledge, transformation of knowledge,
application of knowledge, and protection of knowledge [41]. [42] also stressed that
organizational structure is considered as the backbone of knowledge management. Therefore,
it is hypothesized that:
H2: There is a positive relationship between organization structure and knowledge
management system acceptance
C. Leadership and Knowledge Management System
Leadership is the ability of a leader to strategically align knowledge management system
with the organizational strategy [1]. Previous studies have shown that leadership is another
crucial in the implementation of a successful knowledge management system [25] [26]. On
the other hand, poor leadership from the top management is the threat to a successful
implementation of knowledge management system [27]. Most often leaders are more willing
to share knowledge of their own with other colleagues in the organization to generate new
ideas and continuously learning. [28] stressed out that it is important for the top manager to
be involved in the knowledge sharing process. His or her involvement in the process ensure
that knowledge is aligned with the organization‘s policies, enhancing employees‘ morale in
acquiring knowledge management system, and establishing a culture which can foster the
dissemination and generation of knowledge. Therefore, it is hypothesized that:
H3: There is a positive relationship between leadership and knowledge management system
acceptance

D. Motivational Aids and Knowledge Management System
In addition to the culture, structure and leadership of the organization, successful
knowledge management also requires the development of certain motivational aids such as
the establishment of incentives or rewards in terms of monetary or non-monetary incentives
which are able to fulfill the desire among the employees to encourage them to contribute to
the intellectual resources of their organization [29]. If one is not motivated to practice
knowledge management, the knowledge management practices will not be successful despite
the huge investment made by the organization on the technology as well as the infrastructure.
In addition to that, the motivational aids should also reward employees who contribute
innovative ideas as well as employees who possess great teamwork [30]. [29] further suggest
that employees will be more effective in contributing knowledge, only if the motivational
aids influence their performance. Previous studies have shown that the role of motivational
aids is crucial in triggering the academicians for knowledge sharing amongst their colleagues
[31], [32], [33]. Therefore it is hypothesized that:
H4: There is a positive relationship between motivational aids and knowledge management
system acceptance.
E. The Moderating Role of Gender
Previous research highlighted the significant distinction between the decision-making
processed by women and men. This is because the cognitive structures of both men and
women are different, therefore, the way they process information are also different [34]. They
suggest that men tend to be more driven by the perceived usefulness, whereas women are
more influenced by the ease of use. Moreover, for men, if they perceive the given service is
useful and able achieve their objectives, the likelihood of repeating the service is also higher
[35]. Moreover, [36] shown that the way men and women seek knowledge is different,
showing a significant difference in terms of knowledge sharing between both of them [37],
[38]. Therefore, it is hypothesized that:
H5: Gender moderates the relationship between organization culture, organization structure,
leadership, motivational aids and knowledge management system acceptance, whereby the
relationship is perceived to be stronger for women compared to men.
III. RESEARCH METHOD
A self-administered questionnaire was distributed to the Human Resource Departments of
higher education institutions in the Sabah state of Malaysia. The respondents are given two
weeks to complete the questionnaire. The respondents have been clarified about the objective
of the study and the significant of the results for higher education institutions.
IV. RESULTS
From a total of 200 questionnaires that were distributed to lecturers from both private and
public higher education institutions in Sabah, 180 questionnaires returned and 178 were
usable. In addition to that, 32 questionnaires were submitted online, which makes a total
number of respondents to 210.

A. Respondents’ Profile
Table 1 summarizes the demographic profile of the respondents of the study.
Table 1. Respondents‘ Profile
Demographic Variables
Gender
Age

Types of education institutions
Education level

Knowledge of KMS

Institution has a formal KMS program

Categories
Male
Female
18 to 25
26 to 35
36 to 45
46 to 55
56 and above
Public Higher Education Institute (IPTA)
Private Higher Education Institute (IPTS)
SPM
SPTM/Foundation/Diploma
Professional Certificate
Bachelor Degree
Master Degree
PhD
Nothing
Some knowledge
Average knowledge
More than average knowledge
Very knowledgeable
Yes
Nothing
Unsure

Freq
80
130
27
97
56
25
5
65
145
6
43
7
127
25
2
63
57
82
8
108
27
75

%
38.1
61.9
12.9
46.2
26.7
11.9
2.4
31
69
2.9
20.5
3.3
60.5
11.9
1
30
27.1
39
3.8
51.4
12.9
35.7

B. Validity Analysis
Factor analysis were performed to test the validity analysis and to determine the set of
correlated variables to represent the dimensions within the data [39]. In accordance, there are
two ways to identify the factorability of the correlated matrix, they are Kaiser-Meyer-Olkin
(KMO) and Barlett‘s Test. Hence, KMO and Barlett‘s Test, Communalities, Component
Matrix and Rotated Component Matrix were used to analyze the result. The assumptions of
the KMO and Bartlett‘s Test measure of sampling adequacy values must exceed 0.50 ([39]
Hair, 2010).
In order to measure the sampling adequacy for each of the variables, the KMO analysis is
being conducted, and the results shown that the variables are above accepted value of 0.5, the
eigenvalues of all variables are greater than 1; and all the items for each research variable
have exceeded factor loadings of 0.40 [39].
C. Reliability Analysis
Reliability analysis was conducted to ensure the internal consistency of measurement.
Table 2 shows a summary of the variables.
Table 2. Reliability Analysis
Variables
KMS Acceptance
Organization Culture
Organization Structure
Leadership
Motivational Aids

No. of Item
22
4
4
5
4

Cronbach's Alpha
0.904
0.678
0.861
0.857
0.862

D. Descriptive Statistics
Descriptive analysis analyzes the data by checking the central tendency the means and
standard deviations. A summary of descriptive statistics of all variables is shown in Table 3.
There are five variables which are KMS acceptance, organization culture, organization
structure, leadership, and motivation aids. The dimensions of the variables are ranked
according to 1 to 5 point Likert Scale.
Table 3. Descriptive Analysis

Variables
KMS Acceptance
Organization Culture
Organization Structure
Leadership
Motivational Aids

Mean
3.59
3.65
3.73
3.62
3.31

Std. Deviation
0.546
0.672
0.763
0.780
0.835

E. Multiple Regression Analysis
Table 4. Regression Analysis
Dependent Variable
KMS Acceptance

Independent Variable
Organization Culture
Organization Structure
Leadership
Motivational Aids
R²
Adjusted R²
Sig. F

Std. Coefficients Beta (β)
t-Value
0.324
4.618
0.259
3.456
0.121
1.602
0.067
1.037
0.408
0.397
35.337 (p < 0.01)

Multiple regression analysis was performed to investigate and determine whether there is
a positive relationship between the independent variables (organization culture, organization
structure, leadership and motivation aids) and the dependent variable (knowledge
management system acceptance). Moreover, hierarchical regression analysis was performed
to test the moderating effect of gender on the relationship between the independent variables
and the dependent variable. This method is being used to test Hypothesis 5.
According to Table 4, the coefficient for organization culture possess the strongest which
is .324, followed by organization structure with .259, leadership .121, and motivational aids
.067. The R2 shows that 40.8% of the four independent variables namely organization culture,
organization structure, leadership, and motivational aids are explained the dependent variable
which is KMS acceptance.
The results for organization culture are (t = 4.618; Sig. = .000), followed by organization
structure (t = 3.456; Sig. = .001), leadership (t = 1.602; Sig. = .111), and motivational aids are
(t = 1.037; Sig. = .301). Therefore, from this analysis, we conclude that H1 and H2 are
supported, while H3 and H4 are not supported.
F. Hierarchical Regression Analysis
Based on Table 5, the result for the multiple regression showing that there is no
significant relation for the independent variable, dependent variable and the moderator. R2
changes for 3 model is significantly increasing (.408 > .412). The significant level for four of
the variables are .290, .465, .731, and .409, they are all greater than 0.05 which indicates that

gender does not moderate the relationship between organization culture, organization
structure, leadership, motivational aids, and KMS acceptance. Hence, H5 is not supported
Table 5. The moderating effect of gender
Dependent Variable
KMS Acceptance

R²
Adjusted R²
R² Change
F Change
Sig. F Change

Variables
Std. beta step 1
Independent Variable:
Organization
0.324
culture
Organization
0.259
structure
Leadership
0.121
Motivational
0.067
Aids
Moderating variable:
Gender
Interaction Terms:
Gender x Organization culture
Gender x Organization structure
Gender x Leadership
Gender x Motivational aids
0.408
0.397
0.408
35.337
0.000

Std. beta step 2

Std. beta step 3

0.328

0.265

0.259

0.214

0.122
0.070

0.148
0.146

0.030

0.035

0.409
0.395
0.001
0.306
0.581

0.087
0.061
-0.031
-0.084
0.412
0.395
0.003
1.125
0.290

V. DISCUSSION
Referring to the results of the analysis on the respondents‘ profile, it is shown that
majority of the respondents possess average knowledge regarding on the knowledge
management systems which comprises of 39%, followed by 27.1% who possess some
knowledge on KMS, and 3.8% have more knowledge on KMS. However, 30% reported who
have no knowledge on KMS. These results are actually not satisfactory as we can clearly
observe that almost the third of the respondents do not have knowledge about their own
knowledge management systems in their respective institutions. These results are alarming
for these institutions because either their employees are not sharing enough knowledge
through the system, or they are sharing knowledge through other channels then the
institutions system. In both cases, institutions should consider increasing the participation of
employee in knowledge sharing though their systems.
The results from the linear regression shows that there is a positive relationship between
organization culture, organization structure and KMS acceptance. The result seems to support
the initial hypotheses regarding the organization culture, organization structure and KMS
acceptance. It should be noted that these results are consistent with many previous findings.
To clarify further, first, it was confirmed that organization culture have a positive
relationship with KMS acceptance. Referring to the multiple linear regression, organization
culture resulted (Sig. = .000 < .05). The generated results provide support to [20] and [21]
who concluded that organizational culture has a significant influence toward the
successfulness of the implementation of the KMS practices. This can be justified because
with the right culture in place, employees are ready and comfortable to share their knowledge
with their colleagues. For example, the employees are more obliged to share their knowledge
with their colleagues, if the organization culture of their institutions is best fit towards the
practices of knowledge management.

Second, it was confirmed that organization structure have a positive relationship with
KMS acceptance. Referring to the multiple linear regression, organization structure resulted
(Sig. = .001 < .05). Previous research by [40] support these findings. Moreover, [41]
confirmed that a well-designed organization structure was helpful for improving the
efficiency of KMS. This is because with a systematic structure in-placed, it will be helpful for
the KMS practices (the process of acquisition of knowledge, transformation of knowledge,
application of knowledge, and protection of knowledge) to take place since organizational
structure is considered the backbone of knowledge management [42].
Third, the results showed no positive relationship between leadership and the acceptance
of KMS. Referring to the multiple linear regression, leadership resulted (Sig. = .111 > .05).
These findings are surprisingly not consistent with previous studies with found contradict
results [25], [26]. Leadership positions in academic institutions may not be keen to share
knowledge with their employees, as they may see that as not their primary task. In higher
academic institutions, defining leadership to the employees is a complex task, as this function
may be shared by academic and non-academic leaders. Non-academic leaders are responsible
for engaging employee with knowledge management system in the institutions. This may not
be clearly observed by employees who may perceive leadership as only their immediate
bosses such as head of faculty, deans. This may justify the results of this paper. Nevertheless,
some research are aligned with these finding such as [43] and [44], where their findings yield
to the same results.
Fourth, the analysis of this paper found no positive relationship between motivational aids
and the acceptance of KMS. Referring to the multiple linear regression, motivational aids
resulted (Sig. = .301 > .05). The results do not conform to previous studies conducted by [25]
and [26]. However, the findings of this research is aligned with other stream of research
which support the notion that motivational aids yield no significant relationship, for instance,
studies by [45] and [33] has led to the same results. These findings can actually be justified
that employees in higher education institutions being lecturer are not motivated by incentives
to successfully accept or use knowledge management system. The nature of teaching and
researching is not as the nature of other money-making positions in business organizations
that can be easily trigged by incentives and aids. Thus, it is naturally justifiable to have
academic employees‘ attitude to be different from other business employees.
Finally, the result also failed to demonstrate the moderating effect of gender. This effect
resulted towards organization culture (Sig. = .290 > .05), organization structure (Sig. = .465 >
.05), leadership (Sig. = .731 > .05), and motivational aids (Sig. = .409 > .05). These results
does not support the previous study by [35] and [34]. This might be because the term
―gender‖ is being used in this study to refer to biological sex. This is important because the
psychological gender is indeed able influence the knowledge sharing behavior but not
biological sex, where his analysis was based on psychological gender categories and provide
further support for the primacy of psychological over biological gender [46]. However, there
are some previous studies that are aligned with the findings of this study, such as [47] and
[38]. Another justification for the lack of the moderating effect of gender, is that the higher
academic institutions possess an equal environment for both male and female attitudes.
Furthermore, the academic environment of teaching and researching has equal function for
both male and female and make no distinction between the way of methods knowledge is
being disseminated or shared.

VI. CONCLUSION
Lecturers or educators in higher education institutions carry a pivotal role in transferring
their acquired knowledge to their learners. In this paper, it was found that there are still lack
of awareness for this particular organizations in Sabah in accepting knowledge management
systems for a smooth and real-time transfer of knowledge in their organizations. Hence, this
paper was carried out to examine the factors affecting the acceptance of knowledge
management systems in higher education institutions in Sabah, Malaysia.
It has found that only organization culture and organization structure show significant
result towards knowledge management system acceptance. Whereby leadership and
motivational aids was found not to have any significant relationship. The reason for these
findings can be justified by the nature for the academic institutions where they vastly differ
from ordinary business organizations from the individual characteristics (leadership and
motivational aids), but have similar organizational structure with other business organizations
(organizational culture and organizational structure). Gender was not found to moderate the
relationship between variables and knowledge management due the equal structure of
academic employees which differ from other business organizations.
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Abstract.The purpose of this research was to analyze the influence of the factors of organizational culture on
knowledge sharing. The research was conducted at distribution office of PT Perusahaan Listrik Negara located
in Bandung, West Java, Indonesia.The factors of organizational culture formulated by Gupta and Govindarajan
consisted of information systems, human resources, reward systems, leadership, and process. Questionnaire
consisting of 50 items was distributed to 170 people randomly selected from 217 permanent employees at the
distribution office, and the total of 143 permanent employees returned the questionnaire. The statististical
technicque of path analysis was used to test the hypotheses of this research. The result of hypothesis test proved
that organizational culture per se contributed a significant effect on the implementation of knowledge sharing.
Partial test showed that organizational structure, information systems, human resources, and reward systems
had significant influence on the implementation of knowledge sharing, while leadership and processes did not
have significant effect on the implementation of knowledge sharing.

Keywords. organizational culture; knowledge sharing; knowledge donating; knowledge collecting.

I.

INTRODUCTION

The West Java Distribution Office of PT Perusahaan Listrik Negara (PLN) is the largest
distribution office of the company, with total customers of 22% of the total PLN customers
throughout Indonesia. As the largest distribution office, the management realized that human
resources were believed as a very important asset and had to be managed professionally in
order to maintain the stability and improve the performance of the work unit. One way of
managing the human resources conducted by the distribution office was improving the
capability and competency of the human resources through dissemination of knowledge
available in the company. Dissemination of knowledge was done in two ways, i.e. through
face-to-face discussions (offline) and through the company‘s internet portal (online).
Since the knowledge management was implemented at PLN, knowledge sharing at the
distribution office has been considered as a very important element for the success of the
distribution office. One kind of support from the management for the implementation of the
knowledge sharing is the use of Knowledge Management (KM) Portal and online newsletter.
At the distribution office, knowledge sharing activities were implemented in two ways, i.e.
offline and online. The criteria for knowledge sharing activity at the distribution office
consisted of the existence of the Brazing (transmitter of knowledge), a minimum of ten
knowledge recipients, and the materials to be distributed were not mandatory but more of a
knowledge relevant to the needs of employees.
From the years of 2013 until 2015, KM activities through KM Portal increased each
semester. The management of the distribution office kept inspiring the employees to share the
knowledges they have for the goods of the distribution office in particular, and the company
as a whole in general.

The plan to increase the knowledge sharing activities at the distribution office made the
researcher feel intrigued to review the factors of organizational culture at the largest
distribution office of the company. Theoretically, organizational culture refers to artifacts,
values, and assumptions that emerged from the interactions of organizational members
(Keyton, 2005). This means that theretically, organizational culture refers to the behaviors of
employees at work, and this certainly include the behaviors toward implementation of
knowledge sharing. This is line with Kusumadmo (2013: 59) who states that organization
culture plays a principal role for the willlingness of employees to work together and share
their knowledge.
PLN as a company has four corporate values that needs to be kept in mind by all
employees of the company. The four values are abreviated as SIPP, which stands for: Saling
Percaya (Mutual trust), Integritas (Integrity), Peduli (Care), and Pembelajar (Learner).
Learning is a basic activity of knowledge management, and it is one of corporate values of
PLN, and also as one of the pillars of the PLN Human Capital Management System (HCMS),
that is the 4th pillar: 'Learning Systems'.
According to Gupta and Govindarajan quoted and confirmed through a research by AlAlawi, et.al (2007), there are six factors of organizational culture that can influence the
implementation of knowledge sharing, i.e. organizational structure, information systems,
human resources, reward systems, leadership, and process. Are these factors have a
significant influence on the implementation of knowledge sharing at distribution office of
PLN in West Java – Indonesia? The resercher found no research report about it.
II. RESEARCH PROBLEM AND QUESTIONS
Knowledge management was implemented at PLN since 2013, through a system called
knowledge management portal. Since then, the activites of knowledge management kept
increasing. At distribution office of PLN, sharing the knowledge available in the knowledge
management portal was conducted through two forms: offline (face to face discussion), and
online (by making use of knowledge management portal. This means that the culture (the
work habits) of employees, particularly the work habits of employees at West Java
distribution office, the largest distribution office, of PLN has changed. There has been no
study on the influence of the culture on the implementation of knowledge sharing at the
company.
Based on the background and the research problem stated earlier, the questions to be
answered in this research are as follows:
1. Does organizational culture as a whole have a significant influence on the implementation
of knowledge sharing at distribution office of PT Perusahaan Listrik Negara (Persero)
located in Bandung, West Java – Indonesia?
2. Does each factor of organizational culture has a significant influence on the
implementation of knowledge sharing at distribution office of PT Perusahaan Listrik
Negara (Persero) located in Bandung, West Java – Indonesia?
A. Theoretical Framework Knowledge Sharing
Studies on knowledge management developed rapidly at least since European
management conference declared it in 1986 that knowledge was vital in building the
competitive edge of an organization. Knowledge in an organization, therefore, has to be
managed systematically to achieve business benefits (Ahmed, Lim & Loh (2004).

Knowledge is a fluid mix of framed experience, values, contextual information and expert
insight that provides a framework for evaluating and incorporating new experiences and
information (Davenport & Prusak (1998:5). Knowledge can be in form of tacid (tacid
knowledge) which lies in the heads or minds of people because they cannot explain it, but
they use it; and the other one is in the form of explicit (explicit knowledge) which has been
explained systematically in the forms of words, diagrams, or other forms for people to
understand (Nonaka & Takeuchi, 1995 & Nonaka & Konno, 1998). Transforming the tacid
knowledge into explicit knowledge is not that easy, it requires certain techniques which are
culturally bound. Studying the transformation of tacid knowledge into explicit knowledge in
Japan, Nonaka & Takeuchi (1995) developed a model as visualized in Figure 1. In the model,
the transformation of ‗ba‘ (ba = context) involves several factors: place (including condition
which may affect one‘s way of thinking), social, history, and hierarchy.
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Source : Nonaka & Konno (1998:46)
The development of studies on knowledge management has revealed several models
available in the literature, and knowledge sharing is one of the imppotant aspects of
knowledge management. One most widely used model of knowledge management is
formulated by Dalkir (2005). The model consists of four aspects as visualized in Figure 2.
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As shown in Figure 2, knowledge sharing and dissemination is the process of
contextualizing the knowledge into understanding and application of the kowledge. This
means that the knowledge that is shared and isseminated is explicit knowledge. There are two
dimensions of knowledge sharing, i.e. knowledge donating and knowledge collecting (Hooff
& Ridder (2004).
a. Knowledge Donating. The process of communicating the knowledge to others, and that it
will be part of other people‘s personal intellectual capital;
b. Knowledge collecting. The process of consulting the colleagues in order to get them to
share reviews of their intellectual capital.
B. Organizational Culture
Studies on the application of culture in organizations started in 1960‘s, but the rapid
development of the study was in 1980‘s. Since then, research results formulated different
definitions of organizational culture. Culture refers to the collective programming of the mind
which distinguishes the members of one organization from another (Hofstede, 1997). After
studying many definitions of organizational culture, Keyton (2005) states that organizational
culture is the set(s) of artifacts, values, and assumptions that emerged from the interactions of
organizational members. Cultural issues are concerned with the formation of collective
behaviors and values conducive and supportive for successful implementation of KM and a
leadership role (Lumbantobing, 2007: 134). This means that culture is designed to function as
an enabler for successful implementation of an activity for the sake of organization. But on
the other hand, strong culture may also fauction as a barrier for certain activities (Robbins &
Judge, 2011).
Studies on organizational culture resulted in various formulations. Keyton (2005), as
quoted above, discusses organizational culture from from three aspects: artifacts, values, and
assumptions. Hofstede (1997), known as the guru of organizational culture, formulates two
generic aspects of organizational culture, i.e. value and practice, and each of the two aspects
can be measured through several factors. Denison (1990) discusses organizational culture by
classifying it into four types, i.e. 1) mission (setting the objectives and how to achieve them),
2) involvement (empowerment and development of capability), 3) adaptability (capability to
adapt to change and to take risks), and 4) consistency (development of mindset about what
needs and no need to be done. Cameron and Quinn (1999) also classifies organizational
culture into four types, i.e. 1) clan (culture emphasizing on togetherness and traditional
loyalty), 2) adhocracy (culture emphasizing on commitment to experimentation and
innovation, 3) market (culture emphasizing on capability to win the competition, and 4)
hierarchy (culture which emphasizes on stability and consistency toward internal rules and
regulation).
One interesting study about organizational culture closely related to knowledge sharing
was conducted by Al-Alawi et al (2007). After scrutinizing several reports on studies of
organizational culture, Al-Alawi et al (2007) decided to use the the model of organizational
culture formulated by Gupta & Govindajaran, and they call the model as Gupta &
Govindarajan Framework of Organizational Culture. The model consists of six factors as
visualized in Figure 3.

Figure 3. Gupta & Govindarajan Framework of Organizational Culture
Source: Al-Alawi et.al. (2007: 23)
Below are summarized in brief about the meaning of each factor of organizational culture.
a. Organizational structure
There are three indicators of the organizational structure, i.e. participative decisionmaking, information flow, and cross-functional teams. Organizational structure which
supports knowledge sharing is the structure that can support participatory decision making
process (Lumbantobing (2011: 42).
b. Information System
Information system refers to a system consisting of a human, data, and processes that
interract each other to support routine operations, problem solving, and decision-making in an
organization (Lumbantobing, 2011: 39).
There are three indicators of information systems, i.e. existence of knowledge to be
shared, advancement (usefulness) of knowledge sharing tools, and comfort in using the
technology for knowledge sharing
c. People (Human Resources)
The factor of human resources consists of three dimensions: the motivation,
communication and trust. Motivation deals with the question: why someone has a particular
behavior or what motivates someone to do a particular action or behavior (Lumbantobing,
2011:39). Communication can support knowledge sharing activity and can be illustrated by
several indicators, such as high level of face-to-face interaction, use of common language,
and the teamwork discussion and collaboration. Trust can support the activities of knowledge
sharing through several indicators, such as sharing feelings and perceptions, sharing personal
information, the existence of protective rules and procedures, strong knowledge of coworker's
personalities, previous experience with trust and belief in others‘ good intentions.
d. Reward system
The reward system that supports knowledge sharing is a system that encourages
collaborative behavior, teamwork, and motivation of people to share their best knowledge,
thus the award of an individual nature should be avoided. (Lumbantobing, 2011: 41).

There are three indicators of reward systems compatible with the activity of knowledge
sharing, they are: availability of rewards for knowledge sharing, effectiveness of rewards, and
the existence of team-based rewards.
e. Leadership
When a company implements a knowledge management system, especially knowledge
sharing activity, the company is actually implementing a change agenda. Effective
mplementation of change requires a leader to function as a role model, a trained change
agent, and continuous monitoring. Based on the assessment criteria used by the leadership
effectiveness research, the indicators used in this study are: leadership exchange (measuring
how well the relationship between the supervisor and his/her subordinates), and leadership
quality (to measure the knowledge quality of a leader or supervisor, and to measure how
much support a leader or supervisor gives to his/her subordinates).
f. Process
Knowledge management process must be designed in such a way to effectively distribute
the knowledge needed to execute business processes (Lumbantobing (2011: 41). So, it can be
said that the processes that support knowledge sharing activities can be drawn from the
availability or relevance of the integration between business processes and knowledge
management processes.
C. Relations between Organizational Culture with Knowledge Sharing
Theretically, organizational culture affects the implementation of knowledge sharing.
Davenport &Prusak (1998) and Kusumadmo (2013) states that culture affects the activity of
knowledge management, especially knowledge sharing.
Organizational culture can encourage workers to be willing to cooperate and share the
knowledge they have. Without a culture that can encourage employees to share knowledge,
exchange of knowledge and mutual trust among co-workers, wil not occur. Hence, without a
supporting organizational culture, then there will no learning process in the company, and
this will lead to no changes and no innovation.
This research is designed to examine the influence of the factors of organizational culture
formulated by Gupta & Govindarajan in Al-Alawi et al (2007) on knowledge sharing
formulated by Hoff & Ridder (2004). So, the model used in this research is as follows.

Organizational Stucture (X1)
Information System ( X 2)
Human Resources (X 3)
Reward System (X 4)
Leadership (X 5)
Process (X 6)
Figure 4. Reseach Model
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D. Hypothesis
Based on the research model as visualized in Figure 4, the hypotheses to be tested in this
research are as foolows.
Hipothesis 1

: Organizational Structure (X1) has significant influence on implementation
of knowledge sharing

Hipothesis 2

: Information Systems (X2) has insignificant influence on implementation of
knowledge sharing.

Hipothesis 3

: Human Resources (X3) has insignificant influence on implementation of
knowledge sharing.

Hipothesis 4

: Reward System (X4) has insignificant influence on implementation of
knowledge sharing.

Hipothesis 5

: Leadership (X5) has insignificant influence on implementation of
knowledge sharing.

Hipothesis 6

: Process (X6) has insignificant influence on implementation of knowledge
sharing.

III. RESEARCH METHOD
The population of this research consisted of all employees at West Java distribution office
of PLN Indonesia, with the total of 217 employess. By using Slovin‘s formula, the total
sample obtained was at least 141 people. For safety purposes, a Likert-type questionnaire
with 1-to-4 scale was distributed to 170 employees randomly selected, and the total of 143
emplyees returned the questionnaire. The validity and reliability of data were tested by using
a Statistical Program for Social Sciences (SPSS) software with reference to product moment
technicque.
Validity test shows that the value of rcount for each item is greater than the value of rtable
(the value of rtable is 0.163 for n = 143 and = 0.05). This means that all items are concluded
as valid. The reliability test indicates that the value of Cronbach‘s Alpha is greater than 0.7.
An instrument is considered reliable if the value of Cronbach‘s Alpha is greater than 0.7
(Sekaran (2006). The results of validity test and reliability test indicate that the data can be
used for further statistical analysis. The hyphotheses stated earlier are tested by using a path
analysis statistical technicque.
IV. RESULT
The simultaneous test indicates that the value of Fcount (= 44.903) is greater than the value
of Ftable (= 2.43). This signifies that organizational culture overall has a significant influence
of the implementation of knowledge sharing. The result of F test is shown in Tabel 1.
Table 1. Result of F Test
Model

Sum of Squares

df

Mean Square

F

Sig.

44.903

.000b

Regression

22.726

4

5.682

Residual

17.461

138

.127

Total

40.187

142

a. Dependent Variable: Knowledge Sharing (Y)
b. Predictors: (Constant), X4, X1, X2, X3

Based on F test as presented in Table 2, the value of R square (coefficient of
determination) is 0.566, and adjusted R square is 0.553. See Table 2.
Tabel 2. The Value of R Square Based on F Test
Model
1

R
.752

R Square

Adjusted R Square

Std. Error of the Estimate

.566

.553

.35571

a

a. Predictors: (Constant), X4, X1, X2, X3
b. Dependent Variable: Knowledge Sharing (Y)

The result of the F test signifies that the t-test (partial test) can be conducted. In this
study, the value of t-table is 1.960 ( = 5% or 0.05; df = 139). The partial test for all variables
shows that two independent variables (X5: leadership, and X6: process) have the values of tcount less than the value of t-table, which means that the two variables do not have significant
influence on knowledge sharing.
Based on the principle of path analysis, trimming theory has to be conducted by
eliminating the two unsignificant variables one by one. The result of trimming theory shows
that four of the six independent variables have significant influences on knowledge sharing.
The result is presented in the Table 3 below
Tabel 3. Result of Trimming Test
Model
(Constant)
X1
X2
X3
X4

Unstandardized Coefficients
B
Std. Error
.054
.215
.352
.081
-.254
.078
.551
.081
.160

.065

Standardized Coefficients
Beta

t

Sig.

.342
-.257
.552

.251
4.348
-3.254
6.838

.802
.000
.001
.000

.164

2.451 .015

a. Dependent Variable: Y
From Table 3 above, variables X1, X3, and X4(respectively: Organizational Structure,
Human Resources, Reward System) have positive influences on the implementation of
knowledge sharing. While X2 (information system) is negatively affecting the implementation
of knowledge sharing.
V. DISCUSSION AND CONCLUSION
Organizational culture as a whole has a significant influence on the implementation of
knowledge sharing. This is in line with many other research results, and this result supports
the statement cited by Davenport & Prusak (1998) and Kusumadmo (2013). But partial test
shows that not all factors of organizational culture support the implementation of knowledge
sharing.
Two factors of organizational culture that do not significally affect the implementation of
organizational culture are leadership and process. Leadership in the context of organizational
culture refers to relationship between superior and subordinates, control on the quality of
knowledge, and personal support given by a superior. All these do not have significant
influences on the implementation of knowledge sharing. This implies that there is no need for

the superiors to exert their efforts for tight supervision and for building close relationship to
boost the implementation of knowledge sharing.
Process is one other factor of organizational culture that has no significant influence on
the implementation of knowledge sharing. In the context of organizational culture, process
refers to the ways or techicques of telling others (disseminating or sharing) about what one
has known. Implication for supervisors is that there is no need to formulate the process of
how to disseminate knowledge.
Organizational structure positively affects the implementation of knowledge sharing. In
the context of organizational culture, organizational culture refers the participation of
subordinate in decision making, in arranging the flow of information, and in freedom to
communicate with employees at other units. This means that the higher the participation of
subordinates in all these activities, the better the implementation of knowledge sharing will
be. This is in line with the statement written by Lumbantobing (2011) and Al-Alawi et.al.
(2007).
Information System has negative influence on the implementation of knowledge sharing.
In the context of organizational culture as described by Al-Alawi et al (2007), information
systems measures the availability of knowledge to be shared, the advancement of sharing
tools, and the comfort of using the tool. In the questionnaire, the respondents were asked how
difficult they felt to operate the sharing tool, how discomfort they feel about the tool and the
unavailability of knowledge to be shared. So, the higher the degree of difficulty in operating
the knowledge sharing tool, the higher uncomfortableness to use the sharing tool and the
higher the unavailability of knowledge to be shared, then the lower the degree of knowledge
sharing will be. To improve the degree of knowledge sharing, the sharing tool needs to be
high user friendly, easy to operate, and the employees need to have abundant of relevant
knowledge to be shared.
The factor of human resources, which consists of motivation, communication and trust,
has positive influence of knowledge sharing. Of the four factors of organizational culture, the
factor of human resources has the highest influence of knowledge sharing. The higher the
motivation and trust as well as the more intense the communication among employees, the
higher the implementation of knowledge sharing will be.
Reward system positively affects the implementation of knowledge sharing. This means
that the better the reward provided for employees, the better the implementation of
knowledge sharing will be. The provision of reward has to be stated in a system which
encourages collaborative behaviors and team work, rather than individual base. This is
because knowledge sharing refers to dissemination of knowledge, which means that more
than one person envolved. One prerequisite for knowledge sharing in the company is that
there have to be a minimum of ten knowledge recipients.
In this research, the coefficient determination of influence of organizational culture on
knowledge sharing is 0.566 (56.6%). While the other influence of 43.4% is affected by other
factors not included in this research.
To conclude, many research results (including the result of this research) have proved that
organizational culture significantly affect the implementation of knowledge sharing. But, in
this research, statistical test on the influence of the factors of organizational culture proved
that two factors (leadership and process) did not have significant influence on knowledge
sharing. The sharing tool that the employees felt difficult to operate would decrease the
implementation of knowledge sharing.
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Abstract. Employee performance is a major factor for the company in achieving company goals. There are
several factors that affect the performance improvement of employees, one of them is employee engagement. The
purpose of this research is to find out how high employee engagement factors, how high employee performance,
and the influence factors of employee engagement towards employee performance in Distribution Office PT
Perusahaan Listrik Negara (Persero) Distribution West Java. This research is quantitative. By using Slovin, its
analysis unit was 143 employees. Data is collected using a questionnaire containing 55 items. Analysis
techniques using path analysis and calculated data using IBM SPSS Version 23 for Windows. Descriptive
analysis shows that employee engagement factors are included in the high categories, where leadership is
75,66%, achievement 76,88%, camaraderie of 78,67%, equity 77,16%, and employee performance 76,92%. The
score of leadership thitung (1.306) < ttabel (1,960), so trimming method is done by removed it. After counting
back, simultaneous achievement, camaraderie, and equity had a significant influence of 71,7% on performance
of employees. Partially achievement had a significant influence of 51,20%, camaraderie 18,90%, and equity
23,10%.The conclusion, achievement, equity, and camaraderie has significant influence towards employee
performances, while leadership is not significant influence towards employee performance.

Keywords. employee engagement; employee performance; Sirota.

I.

INTRODUCTION

Electricity is one of the needs that cannot be separated from people‘s life. Indonesian
people‘s consumption against the demand for electricity is constantly increasing, both in
number of customers and the development of electrification ratio (ratio between the number
of households that are electrified and the total number of households). According to of
Electricity Supply Business plan 2015-2024 (2015: 30-31), the growth in the number of
subscribers raised from 53.7% at the end of 2013 to 56.99% at the end of 2014, with the
increase in the consumption of electricity for the people of Indonesia by 3-4% in each year,
for industrial sector, households, businesses, the public, and others.
The highest percentage of the increase of the number of subscribers and PLN
electrification ratio is located in the island of Java. 62.54% of the amounts of PLN customers
who consume electricity are from Java, with West Java Province having the highest
percentage at 19.08%. The same case with energy sold on by type of customer, West Java
also has the highest percentage at 21.59% of all percentages in Java amounting to 73.05%
(PLN, PLN Statistics 2014: 5-7) . Supported also by a statement reported by
www.antarjabar.com site, that the number of Disjabar PLN has reached 12.7 million, so it can
be said that this amount is PLN‘s largest number of customers
in
Indonesia
(http://www.antarajabar.com/berita/54995, accessed on 23rd of March 2016).
According to Mr. Yonna Chrisman as Assistant HR Performance Evaluation Analysts
interviewed on March 17, 2016, the increasing number of PLN Disjabar‘s customers
influences the performance of the employee because the employee's performance is a major

factor for the company in achieving corporate goals. By continuing increasing employee
performance, it will impact on the fulfillment of Disjabar PLN‘s customer demand of their
electricity needs.
In line with the company motto of "Electricity for a Better Life", it can be a business
challenge and demands for PLN Disjabar as one of PLN‘s distribution business units which
handles West Java Province to continue to improve the performance of the employees as the
electricity demand for customers in the region grows.
It is not easy for a company to improve the performance of their employees. This is
supported by a statement from www.sirota.com website (accessed on March 21, 2016) which
translate to ―creating a good performance should be driven by strategy and clear objectives of
the company, leaders and employees should have the same vision of mind, systems and
processes must be integrated and well coordinated, and the entire workforce should be
inspired to get involved and work together with a common goal. Things like that can
encourage the creation of a high-performance company.
According to Harris Kurniawan in Dunamis Turino (2013: 234), the characterization of
PLN businesses that rely on human development (human potential) makes PLN has no
alternative but to develop human resources (hereinafter HR) that it has. Therefore, in order to
continuously improve employees‘ performance, PLN Disjabar must continue to develop the
potential quality of the employees in the company through the management of human
resources.
According to Wirawan (2015: 21), the purpose of human resource management is to
ensure that organizations can successfully achieve its objectives through the people,
employees, or members of the organization. People who work for the organization is a major
source for the capability, effectiveness, and efficiency of the organization in achieving its
goals, thereby improving employee‘s performance is necessary.
To improve performance, the company should be able to retain its employees because
employees are living unique assets. Employees that have the talent and expertise are
company's assets to be maintained. If they are not maintained, it allows the employee to move
to another place (Fahmi, 2010: 21).
To maintain it, the company should be able to tie the employee to feel comfortable and 'at
home' at work in the company. Bound employees (engaged employee) is awareness in the
context of business and work with colleagues to improve performance in useful work for the
organization ( Saragih & Meily, 2013: 1). In the SWA magazine XXXII edition of January 21
to February 3, 2016 page 21 explained that employee engagement is a factor that greatly
affects the performance of employees which makes it indispensable in a company, included in
the PLN office Disjabar.
The importance of employee engagement has also been recognized by PLN. PLN
conducted a survey to measure employee‘s satisfaction and engagement since 2014, PLN has
conducted Employee Engagement Survey program
(hereinafter EES) in collaboration with independent parties. The survey was then used as
an input to improve the pattern of human resource management in the future (ARPLN 2014:
148).
Based on an interview with Ms. Ekasofia as Assistant Analyst HR Competency
Development on March 17, 2016, EES program which has been implemented does not
include consideration of the characteristics of respondents, so the need for other studies on
employee engagement to see the consideration of the characteristics of the respondent.

Therefore, this study departs from PLN Distribution Office Disjabar as a research object that
enables contribution to the EES data results.
Therefore, the researcher wanted to conduct in-depth research related to the factors of
employee engagement in the PLN Disjabar Distribution Office for the company to further
improve the performance of employees. Based on the description in this background, the
researchers will conduct a study entitled "The Effect of Employee Engagement Factors on
Employee Performance in Distribution Office PT Perusahaan Listrik Negara (Persero)
Distribution West Java". By doing so, the problems in this research are as follows:
1. How high are the employee engagement‘s factors consisting of leadership, achievement,

camaraderie, and equity in PLN Distribution Office Disjabar?
2. How high is the employees‘ performance in the Office of PLN Distribution Disjabar?
3. How much influence do employee engagement‘s factors have on the performance of

employees in the PLN Distribution Disjabar office?
II. BASIC THEORY,FRAMEWORK, AND METHODOLOGY
A. Basic Theory
1) Employees’ Performance
The Indonesian term of performance ―kinerja‖ is an abbreviation of the kinetic
performance of work (kinetika kerja), which means if human energy is used or employed it
will produce work output, so the performance is the implementation dimensional recording
output or job functions within a certain time (Wirawan, 2015: 238) . The definition of
performance is an overview of the level of achievement the implementation of a program of
activities or policies in realizing the goals, objectives, vision and mission of the organization
that poured through the strategic planning of an organization (Moeheriono, 2014: 95).
Basically, the concept of performance is a change or paradigm shift from the concept of
productivity to declare a person or organization's ability to reach the goal on a specific goal
(Sudarmanto, 2015: 7) .Furthermore, according to Andersen, the new productivity paradigm
is the paradigm that the actual performance demands actual measurements of the overall
performance of the organization, not only the efficiency or the physical dimension, but also
non-physical dimension (intangible).
According to Bernardin and Russel, in Sudarmanto (2015: 13) employee performance is
affecting how much employees contribute to the organization. Contributions are as follows:
a.

Quality, associated with the process or the result of a near-perfect / ideal in meeting the
intent or purpose.

b.

Quantity, associated with the unit number or quantity produced.

c.

Timeliness, associated with the time needed to complete the activity or products.

d.

Cost-effectiveness, associated with the level of organizational resources use (people,
money, materials, technology) to obtain the results or reducing ineffective usage in the
use of organizational resources.

e.

Need for supervision, associated with the ability of the individuals to complete a job or
job functions without the assistance of a manager or a supervisory intervention by the
leader.

f.

Interpersonal impact, associated with an individual's ability to increase feelings of selfesteem, goodwill, and cooperation among workers and subordinates.

2) Employee Engagement
Engagement is a more recent evolution of research on employee commitment and
satisfaction over the previous (Schiemann, 2011: 41). Furthermore, the concept of
engagement is associated with a variety of comprehensive business consequences, for
example, persistence in effort, faster performance, higher quality, and decreasing turnover.
Sirota Consulting LLC, on www.sirota.com, is one of the research institutions in New
York that aims to measure the level of employee engagement in order to improve the
performance of organizations / companies as their clients. According to Kourdi (2009: 159),
the Sirota Consulting company has conducted researches for as much as 237 organizations
around the world from various industries to look at two aspects, namely what the employee
want from the organization/company and his job (achievement, camaraderie, and equity), as
well as aspects of leadership conducted by a leader in the organization / company. In Sirota &
Louis (2005: 9), reasons for choosing these two aspects are as follows:
a.

Achievement, camaraderie, and equity are key targets desired by employees of the
company where they work

b.

From 40 years of doing research on companies in a variety of the world, the final
conclusion is obtained that almost all employees‘ main targets are the 3 points mentioned
in point 1.

c.

According to the survey results Sirota Consulting LLC., the target of these employees had
not been changed, in terms of time as well as cultural exchanges.

Understanding the target of these employees, and building organizational policies and
practices in line with their capabilities are keys to the high performance of the employee.
There is no contradiction between the targets of almost all employees in the company and the
desired needs of their organization/company.
B. Framework

Figure 1. Framework
C. Methodology
This study uses quantitative data, descriptive methods, verification, associative, and
descriptive survey. A descriptive research is intended to answer the first and second
formulation of the problem which has been described by the author in the first chapter, which
is to determine the factors of employee engagement and employee performance in the PLN
Distribution Disjabar office. A verificative study is aimed to test a theory or the results of
previous research in this study, so the results obtained from this study may reinforce the
theory or the results from previous researches. Therefore, the hypothesis that has been

developed by the authors will use statistical computations, using path analysis calculation
types.
This study also uses causal associative method to answer the third problem formulation
that have been outlined in chapter one in this study, which is to determine the influence of
factors of employee engagement on the performance of employees at PLN Disjabar. To
support the data processing from descriptive, verification, and associative methods, then next
the author will use the survey method through questionnaires as data collection techniques
from a sample population that has been set by the author for this research object.
III. RESEARCH RESULTS AND DISCUSSION
Answering the formulation of the first and second problems, all factors of employee
engagement (variable X), which consists of leadership (X1), achievement (X2), camaraderie
(X3), and equity (X4), and the variable Y being the employee performance have descriptive
statistical analysis test results that goes into the high category. The average percentage of the
variable X is 77.09%, while the percentage of the employee's performance is 76.92%.
Answering the third problem formulation using four X variables, Fcount (88.941) which
is greater than the F table (2.43). However, the leadership variable (X1), and camaraderie (X3)
have smaller tcount than ttabel so trimming is needed on the smallest thitung among the two
variables which is the leadership variable (X1). Thus obtained the results of the path analysis
that has been revised to remove the leadership variable which shows that all 3 X variables
have greater thitung than t table (1.960) with greater Fcount (117.422) than Ftable (2.67). Figure
2 shows the final structure of the analysis of this research path.

Figure. 2.Effect of Achievement Model (X2), Camaraderie (X3), and Equity (X4) on
Employee Performance (Y)
Based on figure 2 above, here are the direct and indirect influence value from the 3 X
variables (achievement, camaraderie, and equity) toward the Y variable (employee
performance).
Table 1. Direct and Indirect Influence Value Of Employee Engagement‘s Factors
(Achievement,Camaraderie, And Equity)
Indirect Influence
Annotation

Direct Influence to Y

Achievement (X2)
26,21%
Camaraderie (X3)
3,57%
Equity (X4)
5,34%
Total
Influence of Other Variable to Y

Via X2

Via X3

Via X4

0
7,02%
8,10%

7,02%
0
3,20%

8,10%
3,20%
0

Total Influence
41,33%
13,77%
16,64%
71,74%
28,26%

These results, it could be concluded that the hypothesis test results are summarized in
Table II below.
Table 2. Hypothesis Testing Results Summary
No

1

2

3

4

Hypothesis
Leadership, achievement
camaraderie, and equity
variables as a whole have
significant influence towards
employee performance in
Kantor Distribusi PLN
Disjabar.
Achievement, camaraderie, and
equity variables as a whole
have significant influence on
employee performance in
Kantor Distribusi PLN
Disjabar.
Leadership variable (behavior
of the higher ups towards the
employees) does not have
Significant influence on
employee performance in
Kantor Distribusi PLN
Disjabar.
Achievement variable
(Acknowledgem ent towards
The work fulfillment of the
employees) has significant
influence towards the employee
performance in Kantor
Distribusi PLN Disjabar.
Camaraderie variable has no
significant influence towards
employee performance in
Kantor Distribusi PLN
Disjabar.
Camaraderie variable has
significant influence towards
employee performance in
Kantor Distribusi PLN
Disjabar.

5

Equity variable(fairness) has
significant influence towards
employee performance in
Kantor Distribusi PLN
Disjabar.

Value
Fcount
(88,941)
>
Ftable
(2,43)

Conclusion

Ho rejected
Ha accepted

Fcount
(117,422)
>
Ftable
(2,67)

Tcount
X1 = 1,306 <
Ttable 1,960
And significance
0,194 > α (0,05)

Tcount
X 2 = 6,127 >
Ttable 1,960 and
significance
0,000 < α
(0,05)
Tcount
X 2 = 7,430 >
Ttable 1,960 and
significance
0,000 < α (0,05)
Tcount
X3 = 1,955 <
Ttable 1,960
and
significance
0,053 < α (0,05)
Tcount
X3 = 2,520 >
Ttable 1,960
and
significance
0,013 < α (0,05)
Tcount
X4 = 3,204 >
Ttable 1,960
and significance
0,002 < α (0,05)

Tcount
X4 = 3,280 >
Ttable 1,960
andsignificance
0,010 < α (0,05)

Ho accepted
Ha rejected

Ho rejected
Ha accepted

Ho accepted
Ha rejected

Horejected
Ha accepted

Ho rejected
Ha accepted

Meaning
The higher Leadership,
achievement, camaraderie,
and equity are simultaneousl
y, the higher will the
employee performance be at
Kantor Distrisbusi PLN
Disjabar
The higher achievement,
camaraderie, and equity are
simultaneousl y, the higher
will the employee
performance be at Kantor
Distrisbusi PLN Disjabar
The higher is the value of the
higher ups‘ behavior towards
the employees,the higher the
performance will be in
Kantor Distrisbusi PLN
Disjabar despite not being
significant.
The more acknowledge
ments are given towards
employee‘s work, the higher
performance will be
significantly in Kantor
Distrisbusi PLN Disjabar.
The better is the camaraderie,
the higher employee
performance will be in
Kantor Distrisbusi PLN
Disjabar though not
significant.
The better is the camaraderie,
the higher employee
performance will be
significantly in Kantor
Distrisbusi PLN Disjabar
The more equity is
implemented with the
employees, the higher
employee performance will
be significantly in Kantor
Distrisbusi PLN Disjabar
The more equity is
implemented with the
employees, the higher
employee performance will
be significantly in Kantor
Distrisbusi PLN Disjabar
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IV. CONCLUSION
Based on the research conducted on the influence of factors of employee engagement
which consists of leadership, achievement, camaraderie, and equity to employee performance
at PLN Disjabar Distribution Office, then a number of conclusions, as follows:
Based on the results of the descriptive data processing, the perception of employees in
the Office of PLN Distribution Disjabar regarding employee engagement factors
consisting of leadership, achievement, camaraderie, and the overall equity are in high
category with an average percentage of 77,09 %. That is, employees have the perception
that the attitude of the boss who is able to motivate employees, the results and the ability
of employees recognized that creates pride of employees to work and the company, the
establishment of kinship and mutual help for each other, as well as employees get fair
behavior whether it may be financially or non-financially in PLN Disjabar Distribution
Office, so that employees engage on the job and the company, as well as trying to work
harder as an employee in the Office of PLN Distribution Disjabar.
a)

b) Based on the results of the descriptive data processing, employee perceptions of PLN

Disjabar Distribution Office regarding employee performance is at a high category, with
the percentage of 76,92%. That is, employees are able to achieve the quality and quantity
of work in accordance with established standards, the right time to carry out the work, is
effective in the use of resources, can finish the job targets well even without the direct
supervision of a supervisor, and is motivated in finishing work due to the harmony
among fellow employees. By doing so, it has been proven that the performance of
employees in Disjabar PLN Distribution Office is high
Under the third formula is: how much influence does employee engagement factors
have on the performance of employees in the Office of PLN Distribution Disjabar, the
authors will halve the description of the conclusion of the test results simultaneously and
partially, namely:
c)

1) From the simultaneous test results, it can be concluded that there is a significant

influence between the factors of employee engagement which consists of leadership,
achievement, camaraderie, and equity to employee‘s performance, where the value of
Fcount is larger than Ftable (88,941 > 2,43). That is, the overall leadership, achievement,
camaraderie, and equity have a significant impact in improving the performance of
employees in the Office of PLN Distribution Disjabar.
2) Based on the partial results of hypothesis testing, it can be concluded that one of the

factors of employee engagement which is leadership has no significant effect on the
performance of employees in the Office of PLN Distribution Disjabar. This can be seen
from tcount having a smaller value than ttable which is 1,306 < 1,960, so this factor is
eliminated in the model of this research path.
Meanwhile, there is a significant influence between the factors of employee engagement
which consists of achievement, camaraderie, and equity to employee‘s performance at PLN
Disjabar Distribution Office. The total influence value of achievement on the performance of
employees amounted to 41,33 %%. The total influence value of camaraderie on employee
performance is 13,77%. Whereas, the total effect on the performance by equity amounted to
16,64 %%. This means that achievement, camaraderie, and equity have significant, positive
effect in improving the performance of employees in the Office of PLN Distribution Disjabar.
The influence of factors of employee engagement which consists of achievement,
camaraderie, and equity on the performance of employees in the Office of PLN Disjabar

Distribution amounted to 71,7%. While the remaining 28,3% is influenced by other factors
not included in this study.
Based on the results of the research, analysis, and conclusions in this research, some
suggestions that can be submitted to the Office of PLN Disjabar Distribution are as follows:
Enhance, or at least maintain the achievement factor (in recognition of the
achievement of employment) in order to further engage employees in the company so that
the employee's performance is increasing. For example, the higher ups can assign work to
the employees in a more inspiring way and further develop insight and knowledge of
employees. Because then, employees will feel recognized for his ability to complete the
work before, so they will be increasingly challenge to carry out the work to develop his
abilities.
a.

To increase factor of equity (fairness), it is better for Distribution Office PLN
Disjabar to rethink spatial arrangement of employment, either evenly in the facility
obtained in accordance job description or the unit or on the size of the workspace. For
example, give a partition of each employee workspace among one another. It is useful to
make employees more like their office more, so that employees will be more focused and
are able to complete the job better.
b.

In connection with the camaraderie factor (kinship), it is recommended for the eight
units in the Office of PLN Distribution Disjabar to increasingly maintain communication
between units, especially in a team. For example, by improving the quality of the annual
event that involves all employees in the Office of PLN Distribution Disjabar, both as a
team as well as representatives of the unit. The annual event could be like Independence
Day celebration, an anniversary party for PLN, team building training events, and the
likes.
c.

The leadership factor in engagement is included in the high category which means it
has been well implemented in Office Distribution Disjabar PLN. However, given that the
nature of the job Disjabar PLN Distribution Office is a business unit of PLN distribution,
so employees will carry out the work in accordance with standard operating procedure
which has been systemized and computerized from head office. That way, the leadership
factor in engagement in the Office of PLN Distribution Disjabar can be said to not have a
d.

significant effect on employee performance. To be more efficient and effective in their
work, it is suggested that PLN Distribution Office Disjabar as one of the business units the
company did not need to address in depth of leadership factors to measure engagement on
employee performance.
For further research, it is recommended to study in other business units or branch office
of PLN in other regions, or take the object of research of different types of companies, such
as the private companies or union companies. In addition, there is a difference of 28.3%
influenced by other factors not discussed in this study. For further research it is recommended
to use other factors in addition to employee engagement such as work discipline,
organizational communication, job rotation, training and development, performance
appraisal, or in accordance with the conditions of the company to improve employee
performance.
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Abstract. Learning Organization is an organization that creates asupporting atmosphere and provides the
widest opportunity for individuals in it to learn individually and in groups, and to apply the results of the study
into the processes and activities of the organization. Learning Organization will yield Competence which is the
principal characteristics of people who produce work effectiveness and excellence. Competency is the result of
combining the activities of personal resources: knowledge, abilities, quality , experience, cognitive capacity,
emotional resources, etc. , with the environmental resources : technology, databases, books, relationship
networks, and others.
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I.

INTRODUCTION

Learning Organization, "is one that proactively creates, acquires and transfers
knowledge and that changes its behavior on the basis of new knowledge that changes its
behavior on the basis of new knowledge and insight" Kreitner[9].Learning Organization
concept was first introduced by Senge[18] issued a book The Fifth Discipline. The Art and
Practice of The Learning Organization, there are three things that would be conveyed.
Firstly, an organization implementing the Learning Organization always supply the
organization with new ideas and new information. Sourced from the surrounding
environment, employee development and other relevant sources.Second, knowledge of new
ideas and information that should be transferred to all elements of the organization.Third, the
behavior of the organization should be changed as a result of new knowledge received.
Learning Organizations is effective leadership, which is not based on the traditional
hierarchy, but rather, is a blending of different people from all levels of the system, which
leads in a different way (Senge, [18]). Learning organizations must be aware that we have the
inherent power to find solutions of the problems we are faced with, and that we can and will
visualize the future and move forward to create it. Learning Organizational, which is the
culture inherent that holds an organization together, " culture of learning organizational is
based on openness and trust, where employees are supported and appreciated to learn and
innovate, and one that promotes experiment, take risks, and appreciate the well-being of all
employees (Gephart[7]).Oneof the biggest challenges that must be overcome in any
organization is to identify and details of the reasons the way people defend themselves. Until
that time, changing can never be anything but a temporary phase (Argyris[3]). Everyone
should learn that the steps they use to define and solve problems can be a source of additional
problems for the organization (Argyris[4]).
Learning organization will generate competence for the organization, Boyatzis[5] says that
competence skills (capability) or ability. This intertwined, but it is a different device from
organizing behavior around the basic constructs called "sincerity". Behavior is a
manifestation of the seriousness replacement such as accuracy in any situation or time. A

person can demonstrate these behaviors for a variety of reasons or various purposes
eventually. Someone can ask questions and hear the other one to make up or show an interest,
in that way he can obtain the judgment of others. McClelland[12] said that competence can be
seen as a set of different types of knowledge: knowing, knowing how to be, knowing how to
do. Competence of knowing how to act, the empirical knowledge, knowing how to learn,
knowing how to mobilize resources, (Zarifian[22]). Then Le Boterf[10] says of theoretical
knowledge, environmental knowledge, procedural knowledge, formal know-how, empirical
know-how, know-how cognitive, emotional knowledge. Knowledge which includes the
concept of competency is considered to be knowledge explicit more theoretical knowledge,
environmental knowledge, procedural knowledge, formal know-how - or tacit knowledge empirical knowledge (abilities) cognitive knowledge, knowing how to be (attitudes and
behaviours) emotional resources, etc.
II. UNDERSTANDING OF LEARNING ORGANIZATION
Learning Organization as "An organization which facilitates the learning of all its
members and continuously transforms itself" (Pedlar et al.[17]). Furthermore Ortenblad[16] says
Learning Organization as "Organization where individuals learn as agents for the
organization and the knowledge is stored in the memory organization". Mayo & Lank[15] says
the same thing that the Learning Organization as "a learning organization harnesses the full
brain power, knowledge and experience available to it, in order to evolve continually for the
benefit of all its stakeholders". Senge[18] says Learning Organization is the individuals in it
continuously increases its capacity to produce something to be desired. Organization where
new thinking patterns and widely studied.Organizations in which the aspirations of the group
were released, and where individuals within the organization to learn how to work together.
From the opinions that have been expressed, that the Learning Organization is an
organization that creates a supporting atmosphere and provides the widest opportunity for
individuals in it to learn individually and in groups, and to apply the results of his study into
the processes and activities of the organization.
Senge[18] explains more about Learning Organizations (LO) as follows:
... Organization where people continually expand Reviews their capacity to create the results
they truly desire, where new and expansive patterns of thinking are nurtured, where collective
aspiration is set free, and where people are continually learning to see the whole together.
The basic rationale for such organization is that in situations of rapid change only Reviews
those that are flexible, adaptive and productive will excel. For this to happen, it is argued,
organization needs to 'discover how to tap people's commitment and capacity to learn at all
levels'.
These lessons must be embedded in the way organizations run their activities. Learning in
this case means:
1.
2.
3.
4.
5.

Part of daily work activities.
Applied to the individual, unit and enterprise.
Characteristically able to solve the problem at the root cause.
Focus on the spread of knowledge throughout the organization structure.
Driven by the opportunity to earn a significant change and do better.

Learning Organization based on some of the ideas and principles are integral into the
organizational structure. Senge[18]says that in running the Learning Organization Discipline,
there are five rules (The Fifth Discipline), which should be run there are:

1. Personal Skills (Personal Mastery) is a discipline that encourages an organization to
continuously learn how to create the future, which will only be formed if individual
members of the organization are willing and able to continue to learn to make himself a
master in the field of science. The discipline of personal mastery is formed characterized
by the growth of the skills of individual members of the organization contemplation
(reflection) themselves; skills to understand the strengths and weaknesses of intellectual
competence, emotional or social him; as well as the skills to do a revision of personal
vision, and then the skills to build working conditions in accordance with the state
organization.
2. Model Mental (Mental Models) is an organization would have difficulty to accurately
able to see the different realities that exist, if the members of the organization are not able
to formulate assumptions and values that are appropriate for use as a base way of thinking
and way of looking at various organizational problems. Skills to discover the principles
and shared values, and the growth of the spirit of shared values to foster a shared belief
that strengthens the spirit and commitment of togetherness, a discipline that is needed to
a mental model of organizational discipline.
3. Shared Vision; that learning organization requires a shared vision, a vision that is agreed
upon by all members of the organization. This shared vision will be a compass and
simultaneously triggers passion and commitment to stay together, so the motivation for
employees to learn and continue to learn to improve their competence. Skills to match the
personal vision with the organization's vision, and skills shared vision in order to achieve
personal goals contained in a shared vision of the organization, an individual discipline
needed to build a shared vision of the discipline. That is, for a sense of commitment and
high performance from all employees, it should start from their shared vision.
4. Team Learning; Discipline learning that the team will be effective if the members of the
group have mutual interests with each other to be able to act in accordance with a
common plan. The ability to act is a prerequisite for creating value-added organization,
because without a plan of action followed a mere illusion. The problem is, the ability to
act in accordance with a common plan often hampered simply because we are not able to
properly communicate and coordinate with other parties. To that end, the spirit of
dialogue, team collaboration skills, ability to learn and adapt, as well as efforts to increase
participation, is the discipline that is needed to build the discipline of team learning.
5. Systems Thinking; that Discipline systemic thinking, the skills to understand the structure
of the relationship between the various internal and external factors affecting the
existence of the organization, the skills to think integrative and complete, the skills to
think comprehensively, as well as the skills to build an organization that is adaptive, a
discipline that is needed to build the discipline of learning systemic.
Marquardt[14] says that there is one discipline Organization learning again that dialogue
(dialogue). Senge[18] adding and perfecting it is:
1.
2.
3.
4.

Learning and Learning Teams General (Public and Team Learning)
Acting with meaning and possibility (Acting in High Level of ambiguity)
Dialogue in general (Dialogue Generatively)
Seeing the organization as an inseparable unit (Viewing the Organization as an Integrated
Whole)
Berrio[6]points out the core characteristics of a learning organization are:

1. Learning in the organization takes place at the individual, group and organizational
levels;

2. An adaptable culture capable of integrating relationships and encouraging learning by
enhancing teamwork, self-management, empowerment, and sharing.Vision that captures
the goals, objectives, and a sense of direction for the future. Strategy related to action
plans, tactics, and methodologies used to implement the vision, optimizing acquired,
transferred, and utilized learning, and structure that maximizes contact, information flow,
local responsibility, and collaboration
3. Organizational groups conformed by employees, managers, customers, stakeholders and
the community itself are empowered and enabled to learn
4. Information acquisition, creation, transfer and utilization are part of an ongoing and
interactive process instead of a sequential and independent process.
5. Technological networks and information tools permits information exchange and
learning.
Further Berrio[6] states, to assess learning organizational required five major
organizational systems, namely: (1) organization, (2) knowledge, (3) learning, (4)
technology, and (5) people. From the five major organizational systems, it is developed the
instrument which is called the Learning Organization Profile (LOP), which made LOP
questionnaire containing statements relating to organizational learning with respect to public
and private organizations. Dimensions LOP is Organizational Transformation, People
Empowerment, Knowledge Management, Learning Dynamics, and Technology Application.
LOP fifth dimension is developed to see if an organization has become a learning
organization or not, and also to measure whether the application of the learning organization
in an organization has been running well or not.
III. DEFINITION OF COMPETENCE
Competency defined as the underlying characteristics of a person or cause that lead to
effective and outstanding performance (Boyatzis[5]). Hoffmann[8] states, the term competency
does not have a single definition that is widely accepted. Research in this field and also in the
practical reality has developed some sense of this term that presents a focus of researchers
and practitioners to implement the competence approach in their work. It produces diverse
multi concept called competencies. The term competenciesare considered the most rational
use of the term competence. Differences in meaning and use of new labels for these terms are
developed through the use of increasingly rampant in journals, books and other publication.
Strebler et al.[21] suggests two different meanings competency. First, Competencies are ``
Expressed as behaviors that an individual needs to demonstrate '' (expressed as the behavior
of an individual needs to show). Second,``Expressed as minimum standards of performance ''.
Competence is something abstract. Competence does not indicate the presence of matter
and depends on an individual skill activities.Therefore, competency is not a state, but more
than the results of the activities of combining the personal resources: knowledge, abilities,
qualities, experiences, cognitive capacities, emotional resources, and others, with
environmental resources: technology, databases, books, relationship networks, and others
(Lustri et.al.[11]).
In environmental resources, one can supplement his personal resources, whenever he
lacked all the knowledge needed to carry out the action skill .. "Combinative knowledge is
the core of all competencies" (Lustri, et.al.[11]). emphasis on is the 4 device from elements of
competence which it considers the four elements cannot be separated from the personality of
an individual (individual's personality), namely:

1. Knowledge; The knowledge set includes theoretical knowledge (Necessary to understand
a phenomenon, an object, a situation, an organization or a process), environmental
knowledge (related to the context, comprises knowledge regarding systems, processes,
materials and products, strategies, organizational structure and culture, etc.) and
procedural knowledge (describes how an action must be conducted, involves procedures,
methods, adequate operational modes; involves a set of actions performed in an
established order).
2. Know-how comprises formalised know-how (knowing how to use procedural knowledge),
empirical know-how (includes learning from practical experiences and involves the
senses - sight, discernment, reflexes, intuition, sensitivity, etc.) and cognitive know -how
(concerning the intellectual operations Necessary for the formulation, analysis and
resolution of problems, conception and conduction of projects, decision-making, creation,
invention, generalizations, analogical reasoning, etc.).
3. Aptitudes or qualities are related to knowing-how-to-be, and have been conventionally
Referred to as behavioral competencies, such as the abilities for relationships, flexibility,
pro-activity, etc. Increasingly have been required in organizational Contexts
4. Emotional and physiological resources are related to knowing how to control the
emotional reactions that may pose as obstacles and risks or advantage and help in
problem resolution.
Lustri et.al. [11] stated that the competence furnished and is found in one common point
where organizational competencies (organizational competence) only formed through people
and competencies. The need to rapidly respond to the intricacies of the existing
environmental change requires leaders believe profusely in the individual capacity to adapt,
initiative and creativity. In order to face any environmental challenges, organizations need
professionals who can reach outside of what has been determined, who made a choice, take
the initiative and make decisions than individuals who are limited on the performance of the
business before work description (Le Boterf[10]).
Organizations need people who know how to act and react in a situation, one can
continually learn and relearn. Constant learning capacity is a condition of maintaining the
viability of organizational (organizational survival, Senge[19]). According to McClelland[12]:
Competence can be viewed as a set of different types of knowledge (knowledge): knowing
(knowing), knowing how it would (knowing how to be), to know how to do (knowing how to
do).
Zarifian[22] said that competence is knowing how to act, the empirical knowledge,
knowing how to learn, determines how to mobilize resources are. Le Boterf[10] said that the
competence of theoretical knowledge, environmental knowledge, procedural knowledge,
formal know-how, empirical know-how, know-how cognitive, emotional knowledge.
Knowledge which includes the concept of competency is considered to be knowledge explicit
more theoretical knowledge, environmental knowledge, procedural knowledge, formal knowhow - or tacit knowledge - empirical knowledge (abilities) cognitive knowledge, knowing
how to be (attitudes and behaviors) emotional resources, etc.
Boyatzis[5] says competencies are a behavioral approach to emotional, social, and
cognitive intelligence, more Boyatzis[5] describes three types of competencies are:
1. Cognitive competencies are systems thinking and pattern recognition. It implies that an
ability to think or analyze information and situations that leads to or causes effective or
superior performance.
2. Competence Emotional Intelligence is self-consciousness (self-awareness) and selfmanagement competence, such as emotional self-awareness and emotional self-control. It

implies that an ability to recognize, understand, and use emotional information about
oneself that leads to or causes effective or superior performance. Mastery of emotions
employee becomes important especially in relation to how employees adapt and work
effectively in a variety of situations, then how employees understand the vision and
mission as well as to understand the link between the responsibilities of the job with the
company's goals. All of this requires emotional mastery that is in the employee, which
experts said as emotional intelligence competencies.
3. Competence Social Intelligence is a social consciousness (social awareness) and
relationship management competence (relationship management competencies) such as,
empathy and teamwork. Thecompetence of social intelligence is the ability to recognize,
understand and use emotional information about others that leads to or causes effective or
superior performance. Mallinckrodt &Wei[13] also said social competence as the expertise
needed to attract and maintain relationships with others.
IV. FRAMEWORK
In substance, the framework is a logical framework (logical construct) that includes ways
of thinking systematically arranged as a theoretical answer to the phenomenon that is
emerging as the gap between fact and ideal conditions expected. This answer comes from
theories or results of previous studies conducted by experts earlier. The existence of a
reference to the theory or not with the results of previous studies necessarily ignore the
functional fabric of the scientific facts related but still intended to maintain synergy of these
facts with theory and previous research. The theoretical exposure and previous research is a
dialectical process that manifests their antithesis as impact against the existing research, and
then synthesized to determine whether there is other research that may address the issue or
the antithesis as the right answer.
Based on the premise that in order to win the competition, organizations must become a
learning organization (Zehir&Tanriverdi[23]; Aggestam[1]; Armstrong and Patrick[2]; Lustri, et
al,[11]; and Shukla and Sethi[20]), this research tries to lift variable learning organization as
variables that can affect the competence variables. Zehir&Tanriverdi[23], said that the learning
organization is an organization that does change mental models in order to produce learning
skills through a healthy mind, the ability to create a shared vision, the ability to read a model
comprehensive, understand interdependence, and has other knowledge and capacity to share
in understanding the technological and economic innovation. From the research studies that
have been done can be concluded that learning organization affecting competence, it is based
research of Zehir&Tanriverdi[23]; Zdunczyk& Blenkinsopp[24]; and Aggestam[1]).

Figure 1. Figure Of Framework
V. Conclusion
Learning Organization become necessary to develop and improve sustainable
performance and cyclical in the institution of education providers. This can be achieved if the
education provider (madrasah) and discipline consistent with the five principles, namely LO,
disciplined mastery learning, shared vision, mental models, team learning, and systemic

thinking. Successful learning organization will have an impact on the competence of the
Organization which is a behavioral approach to emotional intelligence, social intelligence and
cognitive intelligence.
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Abstract. This research aims to determine the effect of organizational culture on employee performance in PT
Telekomunikasi Indonesia Tbk (Persero) Witel Sumsel. The company might use the finding of this research to
understand how organizational culture could affect employee performance, as well as to understand the
importance of organizational culture on performance. Theoretical frameworks used in this research were based
on Cameron and Quinn organizational culture theory as independent variable, and Bernardin and Russell
performance theory and dependent variable. This research is a quantitative study, which uses simple linear
regression technique of data analysis. Questionnaires from fifty-eight employees were gathered in this research
using census sample (sampling jenuh), as this research used whole population as its sample. The results of this
research showed that organizational culture significantly influences employee performance in PT
Telekomunikasi Indonesia Tbk (Persero) Witel Sumsel. Based on the finding of the research, company should
provide more chance for employee to do knowledge sharing, as well as provide the employee with soft skills,
family gathering or socialization.
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I.

INTRODUCTION
Organizational culture has become one of the most important aspects to look after to in a
lot of companies (Deloitte, 2015). Companies with high level of organizational culture tend
to have a better competitive advantages compared to their competitors. Moreover, companies
that take care of their organizational culture usually have better level of employee
engagement. This happens because organizational culture, whether it is a high or low culture
has an influence toward overall organizational culture (Aftab et al., 2012).
A lot of world-renowned telecommunication companies had transformed their own
organizational cultures, to survive current competition. Verizon had conducted a change on
its culture to Verizon Credo, a culture that explains the importance of teamwork, and
customer focus (Verizon, 2015). Another example of a telecommunication company that had
adjusted its culture is Telkom South Africa, in which its current culture upholds the
importance of communication and idea sharing among its employees (Telkom S.A., 2016).
PT Telekomunikasi Indonesia Tbk (Persero) as one of the biggest telecommunication
companies in Indonesia had started a program called KIPAS Budaya (Cultural Provocation
Activation Community). This program is expected to increase employees‘ creativity, and
spirit. In PT Telekomunikasi Indonesia Tbk (Persero) Witel Sumsel has its own Cultural
Provocation Activation Community called MIE CELOR, which is an acronym for ―Militant,
Energic, Cepat (Fast), and Ga Pake Molor (On Time)‖.
Result from preliminary study, which was performed to find out employees‘
understanding on their organizational culture, shows that employees already have overall
good understanding on their organizational culture.
Organizational culture is related to performance in a company (Samad, 2007). It can help
to increase overall employees performance, which in the end can help the company to reach
its goals, and to increase overall organizational performance (Deal and Kennedy, 1982). The
better employees‘ understanding on their organizational culture, the more it can help to
develop employee‘s performance (Daft, 2012).

According to the Individual Performance Score (NKI), even though there have been some
improvements in the Individual Performance Score every year, but those improvements are
still considered not optimal according to statement from Assistant Manager Human
Resources.
Previous studies on organizational culture strongly showed that it has an impact on
performance (Wanjiku and Agusioma, 2014). Organizational can get competitive advantage
if the management creates and maintans a culture with high level of involvement of
employees (Shahzad et al., 2013). While Uddin et al. (2013) argues that culture whether it is
positive or negative, can have significant consequences on employees as well as firms‘
performances.
This study is conducted based on the phenomenon explained above. It aims to determine
organizational culture and performance according to employees‘ perception, and to find out
the influence of organizational culture on employee performance in PT Telekomunikasi
Indonesia Tbk (Persero) Witel Sumsel.
II. LITERATURE REVIEW
A. Organizational Behavior
Organizational behavior is defined as a study to investigate the influence of individual,
group, and structure toward behavior in an organization, then to apply the knowledge to
increase organizational effectiveness (Robbins and Judge, 2008). Organizational behavior
functions to analyze the impact of external environment towards organizational vision,
mission, goals, and human resources inside (Gibson et al. 2012).
B. Organizational Culture
Organizational culture is a system adopted by every member of organization, which
differentiates one organization to another (Robbins and Judge, 2008). Several models had
been developed in order to better understand the concept of organizational culture. Cameron
and Quinn developed one of the models (2006). Cameron and Quinn characterized culture
into four main types, they are:
1.
2.
3.
4.

Clan defines as a friendly working environment, and family oriented culture.
Adhocracy defines as dynamic, creative, and innovative working environment.
Market defines as result oriented culture, and competitive working environment.
Hierarchy defines as a formal and very structured working environment, and efficiency
oriented culture.

Figure 1
Source: Cameron and Quinn (2006)

C. Performance
Performance is a portrayal of one‘s accomplishment in implementing organizational
goals, target, mission, and vision, which included in organizational strategic planning (Fahmi,
2010). Bernardin and Russell (2009) developed six performance indicators, which are:
1.
2.
3.
4.
5.
6.

Quality
Quantity
Timeliness
Cost-effectiveness
Need for supervision
Interpersonal impact

D. Theoretical Framework
Cameron and Quinn theory is used to measure organizational culture in this study upon
consideration that this theory can help to portray organizational culture owned by PT
Telekomunikasi Indonesia Tbk (Persero) Witel Sumsel. Meanwhile, Bernardin and Russell
performance indicators are used to measure employee performance upon consideration that
this theory had been used in many of previous studies. Theoretical framework in this study is
shown in Figure 2.

Figure 2
III. METHODOLOGY
A. Sample and Data Collection
Questionnaires were distributed to 58 employees to collect data. This research used whole
population in PT Telekomunikasi Indonesia Tbk (Persero) Witel Sumsel as its sample.
B. Measures
Organizational culture was measured using Cameron and Quinn (2006) model, while
performance was measured using Bernardin and Russell (2006) performance indicators.
Questionnaire used in this research consisted of 21 items related to organizational culture,
and 11 items related to performance. A four-point Likert scale was employed to measure each
of the items. The respondents were asked to choose their response, ranging from 1 (strongly
disagree) to 4 (strongly agree).
C. Analytical Tools
Data were analyzed using software called Statistical Package for Social Sciences (SPSS)
version 22.0 for Mac. Descriptive statistics analysis was used to describe characteristics of
respondents. Meanwhile, simple linear regression was used to determine the correlation

between independent (organizational culture), and dependent variable (performance).
0265197119
IV. RESULTS AND DISCUSSION
A. Characteristics of Respondent
Respondents of this study were characterized by gender, years of working, age, and level
of education.
Gender

26%
Man
Woman

74%

Figure 3 Characteristics of Respondent Based on Gender
Figure 3 above shows that based on gender characteristics, 76% of respondents were men,
while 24% were women. Based on that, it can be concluded that majority of employees in PT
Telekomunikasi Indonesia (Tbk) Persero Witel Sumsel were men.
Years of Working

3%

7%
6 - 10 years
11 - 15 years

90%

> 16 years

Figure 4 Characteristics of Respondent Based on Years of Working
Figure 4 above shows that based on years of working, 90% of respondents have been
working for more than 16 years, 7% of respondents have been working for 11 – 15 years, and
3% of respondents have been working for 6 – 10 years.

7%

Level of Education Senior /
Vocational High
School
Diploma
22%
Undergraduate

9%

Post-Graduate

62%

Figure 5 Characteristics of Respondent Based on Level of Education

Figure 5 above shows that based on level of education, 7% of respondents had postgraduate degree, 62% of respondents had undergraduate degree, 9% of respondents had
diploma degree, and 22% of respondents had senior or vocational high school degree.
B. Descriptive statistics result
The descriptive statistics result showed that the average percentage for organizational
culture is 76,06%. It showed that the employees of PT Telekomunikasi Indonesia Tbk
(Persero) Witel Sumsel already has a good understanding on their organizational culture, and
able to create a dynamic working environment, with adhocracy has the highest sub-variabel
percentage of 77,44%.
Meanwhile, the average percentage for performance is 76,80%. It showed that the
employees of PT Telekomunikasi Indonesia Tbk (Persero) Witel Sumsel were able to finish
all of their jobs according to determined goals.
C. Simple linear regression result
Coeffi cientsa

Model
1

(Const ant)
Buday a Organisas i

Unstandardized
Coeffic ient s
B
St d. E rror
9,356
3,485
,392
,050

St andardiz ed
Coeffic ient s
Beta
,724

t
2,684
7,849

Sig.
,010
,000

a. Dependent Variable: K inerja

Figure 6 Simple Linear Regression Result
The simple linear regression result showed that organizational culture has a positive
influence on performance, where every 1-point increase on organizational culture will
increase performance for 0,392 point as well.
D. Coefficient of determination result
Model Summaryb
Model
1

R
,724a

R Square
,524

Adjusted
R Square
,515

Std. Error of
the Es timate
5,38953

a. Predictors : (Constant), Budaya Organis asi
b. Dependent Variabl e: Kinerj a

Figure 7 Coefficient of Determination Result
Coefficient of determination result showed that organizational culture has 52,4%
impact on employee performance in PT Telekomunikasi Indonesia Tbk (Persero) Witel
Sumsel. While the rest of 47,6% was influenced by some other factors that were not observed
in this study.
E. Partial hypotheses test result
Coeffi cientsa

Model
1

(Const ant)
Buday a Organisas i

Unstandardized
Coeffic ient s
B
St d. E rror
9,356
3,485
,392
,050

St andardiz ed
Coeffic ient s
Beta
,724

a. Dependent Variable: K inerja

Figure 8 Partial Hypotheses Test Result

t
2,684
7,849

Sig.
,010
,000

The result above showed that ttest score was 7,849 with significance point was 0,000.
Meanwhile the ttable score of 58 respondents was 2,003. It can be concluded that the
hypotheses (H1) was accepted, and organizational culture significantly influences employee
performance in PT Telekomunikasi Indonesia Tbk (Persero) Witel Sumsel.

V. CONCLUSION
The findings of this study showed that organizational culture has influence on employee
performance in PT Telekomunikasi Indonesia Tbk (Persero) Witel Sumsel. The findings of
this study also support previous studies on organizational culture influence towards
performance.
The study has several limitations. First, the sample size is considered small with only 58
employees as sample in a company. Furthermore, this study was performed in a
telecommunication company. The result might not be the same if this study performed in
other different type of companies.
A few suggestions are recommended for further research. First, future researchers might
conduct studies on different aspects in a company, for example leadership or work motivation
aspect. Second, this research used simple linear regression as its tool. Some other tools can
also be used to measure the variables, e.g. multiple linear regression, or path analysis. Lastly,
although this research was conducted using quantitative study, but further research might also
be conducted using qualitative study.
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Abstract. Quality is an inseparable part in educational institution. Human Resources in Educational Institutions
need to be observed careful, because most processes in institutions deal with employees. Total Quality
Management is believed to be a tool that can improve employee satisfaction which leads to productivity to
ultimately improve the quality of the institution. This study was conducted to identify the factors of Total Quality
Management in Telkom University and its influence on employee satisfaction. Samples are taken using cluster
random sampling. The results obtained are seven TQM factors that exist at Telkom University, which are
leadership, measurement and evaluation, curriculum design, process control and environment, implementation
of academics program, Top Management planning, and employee involvement. In addition, TQM’s significant
effect on employee satisfaction amounted to 35.9%.
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I.

INTRODUCTION

Bandung is one of the biggest cities in Indonesia, which has many education institutions.
Based on the data obtained from universitymetric in 2015, list of universities in Bandung and
its rank is as follows:
Table 1. Rank List Of University In Bandung And Accredited BAN PT

a.

Rank of University in
Bandung
1

Universitas Padjadjaran

Rank in
Indonesia
7

11 September 1957

2

Universitas Pendidikan Indonesia

12

20 Oktober 1954

3

Universitas Komputer Indonesia

33

8 Agustus 2000

4

Universitas Kristen Maranata

49

11 September 1965

5

Universitas Katolik Parahyangan

58

17 Januari 1955

6

UIN Sunan Gunung Djati

59

8 Agustus 1968

7

Universitas Widyatama

69

2 Agustus 2001

8

Universitas Telkom

78

14 Agustus 2013

9

Universitas Islam Nusantara

90

30 November 1959

10

Universitas Islam Bandung

93

15 November 1958

11

Universitas Pasundan

96

14 November 1960

12

Universitas Jenderal Achmad Yani Cimahi

202

20 Mei 1990

13

Universitas Langlangbuana Bandung

225

5 April 1982

14

Universitas Nasional PASIM Bandung

324

25 September 2006

15

Universitas Nurtanio Bandung

334

9 Agustus 1999

16

Universitas Sangga Buana Bandung

339

24 Agustus 2006

17

Universitas Al-Ghifari Bandung

395

15 Agustus 2002

Universitymetric, 2015

University Name

Year Established

In Table 1 it can be seen that from the top 10 universities in Bandung, Telkom University
is the youngest university among other universities. Though it has only existed for 2 years up
to 2015, demand is quite high. In 2015, the number of applicants Telkom University amount
to nearly 27,000 people, whereas Telkom University only accept 6,500 persons. While there
are 435 foreigners who applied, but only 40 people are accepted. Besides, Telkom University
achievement is very significant, in which some departments are accredited A and B.
On the other hand, the quality becomes the main thing that must be provided by the
Telkom University in order to produce graduated students who are able to compete globally.
The process inside the institution need to be ensured in order to run properly. Almost all
processes in the institutions directly relate to the employee. As the components involved
directly in the process of transferring services to students, competent employees supported by
the facilities provided by the institution are required.
One of the factors employees can work optimally is satisfaction. Employee satisfaction
survey data obtained as follows:
Table 2. Table Of Employee Satisfaction (Year 2015)
No.

Questions

1.

Internal communication and collaboration on your unit

80

2.
3.

Jobs or tasks performed on your unit
Assessment of performance / achievement on your unit

79.2
76.4

4.

Transparency and clarity of the work program on your unit

75.6

5.

The opportunity to develop competence on your unit

75.2

6.

Career development opportunities / promotions on your unit

74.6

7.

The availability and reliability of facilities working on your unit

72.8

8.

Remuneration and welfare system

72.4

9.

Organizational structure, management, and administration of the University

69.4

10

Safety and environmental hygiene work

69

11.
12.

Health facility
The reliability of management information systems

65.6
64.6

Average
b.

Percentage (%)

72.9

Internal Audit Unit, 2015
From 12 employee satisfaction indocators, there are indicator hasn‘t reach the target yet
from the institution (institution target is 75%) this become important remembering that all
process connected with the employee (Internal Audit Unit, 2015).
Tight business competition and the emergence of various problems related to the
reduction in productivity and product quality in the end will bring a solution by giving
attention to the human factor. (Hendayana dalam Samsir, 2014). To improve product quality,
reduce production cost, creating employee job satisfaction and improve productivitas in
organizations that create customer satisfaction, approach to Total Quality Management
(TQM) in an organization, (Samsir, 2014). Research shows that TQM influence on
performance and employee satisfaction and job satisfaction affect the performance of
employees, (Sukwadi in Samsir, 2014). Therefore, research in taking the title of "The Effect
of Total Quality Management Factors on Employee Satisfaction in Telkom University".

II. LITERATURE REVIEW
2.1. Quality
Quality in higher education nevertheless included into the quality of services. In fact, the
context of the quality of universities that students are not products and education is the
product, the quality of service that provided by universities for students to improve their
knowledge and education, which plays an important role in education, Bergman and Klefsjö
dalam Najafabadi, Sadeghi, dan Habibzadeh (2008:13).
According to Ali dan Shastri (2010:10) dimensional quality of education are:
1. Consistency: that the education process involves specification with zero defect approach
and quality culture. But limitations in achieving consistent standards and conformance
standards.
2. Fitness to purpose: fit customer specifications, based on the minimum ability to achieve
goals and customer satisfaction.
3. Value of money: through efficiency and effectiveness.
4. Transformative: education is an ongoing process of transformation which includes
empowering and increasing the customer.
The attention of this study is the definition of quality in Higher Education, because it has
a definition that is more difficult than manufacturing and service. No quality plays an
important role in the Universities, according Owlia and Aspinwall in Najafabadi, Sadeghi,
and Habibzadeh (2008: 14). Feigenbaum in Najafabadi, Sadeghi, and Habibzadeh (2008: 14)
believes that the competition is "invisible" in the quality of education in those countries
become major factors, this is because the quality of products and services is defined as an act,
decision-making, and the notion of managers, engineers, workers, and teachers in quality of
work.
2.2. Total Quality Management
Total Quality Management refers to the suppression qualities include the entire
organization, from suppliers to customers. TQM emphasizes the management's commitment
to get a referral company who continues to want to achieve excellence in all aspects of
products and services that are essential for companies (Heizer dan Render, 2009:307).
TQM requires continuous improvement that never stops which include persons,
equipment, suppliers, materials, and procedure. The basic philosophy is every aspect of the
company's operations can be improved. The end goal is perfection that can never be achieved,
but always strived (Heizer dan Render, 2009:307).
There are three general approaches TQM in Universities, Harris dalam Ali dan Shastri
(2010:11):
1. Customer focus: which is where the idea of service to students is fostered through training
and staff development, which promotes student choice and autonomy.
2. Staf focus: related to assessing and improving the contribution of all staff, to the
effectiveness of the operations of the institution, for setting policies and priorities. This
requires a flat management structure and acceptance of responsibility established action
through working groups.

3. The service agreement and seek to ensure compliance with the specification of the key
points key measurable in the educational process. Examples are the task evaluation by the
faculty within a certain period.
Mulgatroyd dan Morgan dalam Sabet, Saleki, Roumi, dan Dezfoulian (2012:209)
applying the principles of TQM are practical in university. The model is based on three
factors:
1. Trust: Trust is the foundation, which depends on many aspects of the culture of the
organization.
2. Commitment of leadership: leadership Commitment to
TQM must be clear.
3. Empowerment: Empowerment is achieved through devolution of responsibility and
education
Asif et.al (2013:1883) in the study stated that the critical success factors of TQM in
Higher Education in Pakistan is: leadership; vision; measurement and analysis; process
control and evaluation; program design and resources allocation; dan stakeholder
focusMeanwhile,in one of study, Zubair (2013: 24) found the critical factor in TQM
Universities is: leadership, vision ownership, evaluation standardization, process and
continuous improvement, employee training, and student focus.
2.3. Employee Satisfaction
Job satisfaction is a general attitude toward one's work, the difference between the
amount received by an employee reward and the amount they believe what they are supposed
to receive, ―(Stephen P. Robbin dalam Adrianto dan Raharjo, 2011:12).
Indicators of job satisfaction in the study of Adrianto and Raharjo (2011:17) are as
follows:
1.
2.
3.
4.
5.

The feeling happy to work.
The opportunity to develop and use their expertise.
The existence of a positive assessment of the work.
The guarantee of the future provided by the company.
The existence of stability in employment.
Frame of mind research is as follows :

Figure I Frame Of Mind

III. RESEARCH METHODOLOGY
Based on the method, this research is a quantitative research statistical approach of factor
analysis and regression. Data are obtained using a questionnaire distributed to employees in
Telkom University. The sample in this study amounted to 160 respondents. The sampling
technique is done by cluster random sampling with the faculty, academic support personnel,
and structural. The number of items in statement of the research is composed of 60 items 55
items statement to Total Quality Management and 5 statement items for employee
satisfaction.
IV. RESULT
The number of samples in the research was 160 respondents, to avoid less returns, the
author distribute 261 questionnaires. From the 261 questionnaires 113 questionnaires were
returned, made up of 55 professors, 44 academic supporting staffs, and 14 structurals.
4.1. Factors Analysis of Total Quality Management
Data were processed using SPSS 20 for Windows. Before conducting factor analysis, the
data is tested whether it is feasible to analyze the factors or not. The results of the test using
Bartlett's test of Spericity Test and Measure of Sampling Adequacy (MSA). In addition, if the
value of Kaiser Meyer Olkin MSA is greater than 0.5 then it has a significant correlation, and
can proceed to the next stage. In the table Anti Image Matrix, especially on the Anti Image
Correlation shows MSA value of each variable studied. The value of the MSA is greater than
0.5 which indicate that these variables influence the variables studied.
Table 3. KMO And Bartlett‘s Tes
Kaiser-Meyer-Olkin Measure of Sampling Adequacy.

Bartlett's Test of Sphericity

c.

.837

Approx. Chi-Square

3964.91
7

df

1275

Sig.

.000

Output of SPSS 20 for Windows
Table 3 shows the results of KMO and Barlett's Test. Since the value of the research is
0000 <Alpa 5%, it shows that the variables have a significant correlation. Meanwhile, for the
value of Kaiser Meyer Olkin 0837 MSA value is> 0.5 then it has a significant correlation.
With this, factor analysis can proceed to the next stage.

Figure 2. MSA Value
d.

Output of SPSS 20 for Windows
From 51 items on the statement of respondent's perception of the Total Quality
Management (TQM), there is one statement item that has a value of less than 0.5 MSA,

which is number 30. Because of this, item number 30 is eliminated because they do not
affect the variables studied.

Figure 3. MSA Value
e.

Output of SPSS 20 for Windows
After the 2nd stage of data processing by eliminating the item that has a value of less than
0.5. All items have a value statement MSA> 0.5. With this, factor analysis can proceed to the
next stage. The next step is to conduct factoring.
After doing factoring process and rotation, with regard to the Total Variance Explained
formed twelve (12) factors table. With this, the data processing needs to be done to see some
consideration, namely:
1. In Table Anti Image if the value <0.5, then the statement is issued and is not entered at
the time of subsequent 2nd stage of data processing (anti-image tables in the appendix in
this study).
2. In Table communalities if the value <0.5, then the statement is issued and is not entered at
the time of subsequent 2nd stage of data processing (communalities table in appendix in
this study).
3. Cross loading, ie with a view Table Rotated Component Matrix. If there are items that
each statement is unclear which factor into the then issued and was not included when the
next 2nd stage of data processing.
After doing literation as much as four times, forming 7 (seven) factors with Anti-Image
and communalities values above 0.5. Figure of the correlation value of the seven factors are
as follows:

Figure IV Rotated Component Matrix
f.

Output of SPSS 20 for Windows

Table 4. Grouping and factors name
Factor

Question
Number
1
2

1
3
4
34
2

35
36
23

3

4

24
40
27
28
31
12

5

13
14
10

6
11
47
7
48

Questions
Top Management of Telkom University have knowledge
regarding the implementation of quality management.
Top Management of Telkom University actively participate in
the running of management quality
Top Management of Telkom University know very well about
the concept of quality.
Top Management of Telkom University strongly encourages
employee involvement in quality management.
Institutions have a performance standard size (eg number of
publications, lectures evaluation, attendance, job satisfaction)
for evaluate the performance of the institution.
Measurement of performance standards have been used to
evaluate Top Management.
Measurement of performance standards have been used to
evaluate the academic performance and unit.
The needs of the business world considered in designing the
curriculum.
The curriculum is evaluated every year.
Institutions do an evaluation of employee complaints.
Employee expectations have been fulfilled by the Institution.
The University has modern facilities (eg laboratories, libraries,
computer, internet) for enhance the effectiveness of education.
Institutions collect statistical data (eg attendance) to control the
process.
Top Management of Telkom University developed a system to
monitor academic activities.
Top Management of Telkom University provides facilities for
improve the quality of education.
Top Management of Telkom University assess market needs
before launching any program.
Top Management of Telkom University designed the short and
long term planning.
Top Management of Telkom University documenting the long
and short term planning.
Coordination and collaboration between management and
employees has been improved.
Employees actively been involved in activities related to
quality management.

Factors Name

Leadership

Measurement and
evaluation

Curriculum
Design

Process control
and improvement

Implementation of
Academics
Program

Top Management
Planning

Employee
Involvement

With this, after literation is conducted for four time the 7 (seven) factors are formed:
Leadership, Measurement and Evaluation, Curriculum Design, Process control and
improvement, Implementation of Academics Program, Top Management Planning, and
Employee Involvement.
4.2. Multiple Regression
Classical Assumption Test done before the regression. The classical assumption test is as
follows:
1. Normality Test
Terms of the data in the regression is the data should be normally distributed. Tests
conducted to determine the normality is to see the images P-Plot. The test results for P-plot in
this study are the points spread around the diagonal line, with this it can be seen that the data
is normally distributed

Figure 5 p plot
g.

Output of SPSS 20 for Windows
2. Multicolinearity Test
The regression model should be free of problems multicolinearity namely if the tolerance
value is more than 0.1 and less than 10 VIF, which means there is no correlation between the
independent variables. The results of processing output data for multicollinearity test is for
each variable X tolerance value is greater than 0.1 and VIF is less than 10. With this, there is
no correlation between independent variables and free from multicollinearity problems

Figure 6. Vif value
h.

Output of SPSS 20 for Windows
3. Heteroscedasticity Test
A good regression model requires no heteroscedasticity problem namely the points on
scatter plot spread above and below or in 0 and does not form a specific pattern. The output

data processing indicates that the points spread above and below or around 0 and does not
form a specific pattern, therefore there is no heteroscedasticity problem.

Figure 7. Scatterplot
i.

Output of SPSS 20 for Windows
4. Autocorrelation Test
The regression model is free of autocorrelation problem if the value of the DurbinWatson count is between dU and 4-dU which means it has no correlation between
confounding variables in a given period with prior periods confounding variable. To find the
durbin Watson table value is by looking dU columns (where k is the number of independent
variables and n is the number of samples). With this, the value dU is shown at 1.8264.
regression model that is free from the problem of autocorrelation can be indicated by the
value of Durbin Watson count between dU - 4 Du (1.8264-2.1736). With this, it can be
concluded that there is no autocorrelation (1,837 were in the dU - 4 Du range).

Table 5. Durbin Watson Value
Model Summaryb
Model
R
R Square Adjusted R Square Std. Error of the Estimate Durbin-Watson
1
.599a
.359
.316
.47680
a. Predictors: (Constant), X7, X1, X3, X6, X4, X5, X2
b. Dependent Variable: Y
j.
Output of SPSS 20 for Windows

1.837

To determine whether the Total Quality Management factors has significant effect on
employee satisfaction is partially or simultaneous hypothesis test with significance test.
Partial hypothesis testing is as follows:

k.

Figure 8. Partial hypothesis
Output of SPSS 20 for Windows
Based on Figure VII, partial hyphothesis are:
1. Based on the calculation of the leadership SPSS Sig value is 0.083 (0.083> 0.05). This
shows leadership has no significant effect on employee satisfaction.
2. Based on the calculation the value of Measurement and evaluation value is 0312 (0312>
0.05). Measurement and evaluation has no significant effect on employee satisfaction.
3. Based on the calculation of the value of Sig SPSS Curriculum Design is 0.143 (0.143>
0.05). Curriculum Design has no significant effect on employee satisfaction.
4. Based on the calculation of the value of Sig SPSS Process control and improvement value
is 0.016 (0.016> 0.05). With Process control and improvement have a significant effect
on employee satisfaction.
5. Based on the calculation of the value of Sig SPSS Academic Program Implementation
value is 0635 (0635> 0.05). The Academic Program Implementation has no significant
effect on employee satisfaction.
6. Based on the calculation SPSS of the value of Sig from Top Management Planning value
is 0.039 (0.039> 0.05) This shows Top Management Planning has significant effect on
employee satisfaction.
7. Based on the calculation of SPSS Sig value employee evaluation involvement value is
0.013 (0.013> 0.05). This shows employee involvement has a significant effect on
employee satisfaction.
The results are: three factors that have significant effect on employee satisfaction. They
are process control and improvement, top management planning, and employee involvement.
The regression equation is:

Meanwhile, to determine the simultaneous hypothesis from research is to look at the table
of Anova results from SPSS results. Simultaneous hypothesis proposed in this study is:

H0

: ρYX = 0, There is no significant effect between Total Quality Management on
Employee Satisfaction in Telkom University

H1

: ρYXi

0, There is significant effect between Total Quality Management on
Employee Satisfaction in Telkom University.
Table 6. SIMULTANEOUS TEST
a

ANOVA
Model
Sum of Squares df
Mean Square
Regression
13.355
7
1.908
1 Residual
23.870
105
.227
Total
37.226
112
a. Dependent Variable: Y
b. Predictors: (Constant), X7, X1, X3, X6, X4, X5, X2
l.
Output of SPSS 20 for Windows

F
8.393

Sig.
.000b

As can be seen in Table VI the Sig is 0.000> 0.05. With this, the simultaneous hypothesis
in this study is accepted that there is significant influence between the variables of Total
Quality Management to satisfaction of employees in Telkom University by 35.9% and the
remaining 64.1% is influenced by other variables.
V. CONCLUTION
Total Quality Management factors that exist in Telkom University are: Leadership,
Measurement and evaluation, Curriculum Design, Process control and improvement,
Implementation Academics Program, Top Management Planning, and Employee
Involvement.
Total Quality Management has significant effect on Employee Satisfaction at the
University of amounted to 35.9%. Then the effect of each variable from 3 Total Quality
Management factors to Employee Satisfaction that have a significant influence on employee
satisfaction are process control and improvement at 0.253, top management planning at
0.163, and employee involvement at 0.19.
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The influence of Non-physical working environment to performance of
Business Account Manager of Telkom Regional 1 Sumatera
Ledy Caroline

Abstract. Business Service Division of Telkom Regional 1 Sumatera is formed by carrying the main function as
to manage Corporate Customer. There is a phenomenon that Business Account Manager is chanced to get
threat of punishment from other party, and it gives them the feeling of insecurity in doing their job. For that
reason, it is important to conduct a research related to the influence of non-physical working environment to
performance of Business Account Manager of Telkom Regional 1 Sumatera. The object of this study is Business
Account Manager in Business Service Division Telkom Regional 1 Sumatera. This research is conducted to find
out and analyze the influence of non-physical working environment to performance of Business Account
Manager in Business Service Division (further it is named: BAM DBS) Telkom Regional 1 Sumatera.
Independent variables that are analyzed are employee’s feeling of security, loyalty, and satisfaction, while the
dependent variable is working performance. The type of research is causality that discusses the relation of
cause and effect between independents and dependent variables. While data analysis that are used are
descriptive and path analysis. Population of the research object is BAM DBS Telkom Regional 1 Sumatera that
consists of 32 people in June 2015. After a census is done to those 32 respondents, data shows that employees’
feeling of security and loyalty that are part of non-physical working environment dimension is significantly
influence performance. While employees’ satisfaction variable that is also part of non-physical working
environment dimension is not significantly influence performance of BAM DBS Telkom Regional 1 Sumatera.
Simultaneously, non-physical working environment significantly influences the performance.

Keywords. non-physical working environment; loyalty; satisfaction; performance.

I.
1.1

INTRODUCTION
Background

One of the phenomenons of non-physical working environment can be seen from
employee‘s feeling of security. According to Maslow in Hardina (2009:7), feeling of security
can be grouped in physical and psychological. Physical feeling of security mentioned is the
safe facility for coming and leaving workplace, the life and safety insurance. While one of
psychological security measurement rods is feeling secure from dangers that might appeared
when performing the duty of Business Account Manager.
Business Account Manager activities are susceptible to threat of criminal and civil
punishment applied in Indonesia, especially when it is related to government or corporation
that are audited regularly. Small mistakes, such as: incomplete tender bundle, etc. can result
on a lawsuit. Crime cases that involving Account Manager in marketing unit was occurred in
west Kalimantan, as reported in www.suarapemredkalbar.com entitled ―Korupsi Rp.6,6
Miliar di PT Telkom Pontianak, Terdakwa AKBP Eddy Triswoyo Mengaku Telah
Kembalikan Rp.650 juta ke Kas Negara‖. This is a proof that security feeling of Business
Account Manager from law protection is not guaranteed and it needs an extra attention from
corporation.
Based on phenomenon mentioned above, the author is interested in conducting a research
about ―The influence of Non-physical working environment to performance of Business
Account Manager of Telkom Regional 1 Sumatera.‖

1.2

Formulation of Problems

Based on the background, the formulations of problems are:
1. How conducive is the non-physical working environment of Business Account Manager
in Business Service Division of Telkom Regional 1 Sumatera?
2. How good is the performance of Business Account Manager in Business Service Division
of Telkom Regional 1 Sumatera?
3. What is the influence of non-physical working environment to Business Account
Manager in Business Service Division of Telkom Regional 1 Sumatera?

II. RESEARCH METHOD
2.1

Non-Physical Working Environment

Sedarmayanti (2011:26) stated that in outline, the kind of environment is divided into two
parts, they are: physical and non-physical working environment. Physical working
environment is every physical situation that presents around the working places that can
influence employee, directly or indirectly. While non-physical working environment is every
situation that occurs and strongly related with working relationship; either the relationship
with bosses and college, or with employees.
Three types of working environment according to Wursanto (2005:288) are the feeling of
security of employees in performing their duty, two-dimensional loyalty, and the feeling of
satisfactory among employees.
a. The feeling of security
The feeling of security covers life stability, protection, free of fear, anxiety, and
confusion, intelligibility of structure, law, and limits, and strength from protector. The feeling
of security in workplace covers justice, consistency, tranquility, familiarity among
employees, fixed procedure to convey complaint, and, clarity and guarantee of employees‘
private rights. Based on need hierarchy, feeling of security is grouped into two aspects, they
are:
a. Physical security. It means the presence of secure facility when coming to and leaving
from workplace, the presence of life insurance and property safety in workplace, and the
presence of working equipment safety.
b. Psychological security. It means humane treatment, such as: good treatment from
superiors, healthy insurance, pension, life insurance, and good interpersonal relationship
in workplace.

b. Employee loyalty
In doing their work, employees will not be separated from loyalty and working attitude,
so, that employee will always perform good work and feel a deep happiness when doing the
job. Working loyalty or allegiance is one of the elements that is used in employee assessment
that covers loyalty to the work, position and organization. There is loyalty that usually
vertical; loyalty from the inferior to superior, or vice versa. And loyalty that is usually
horizontal; loyalty between leaders with the same level, loyalty between inferiors, or between
employees.

c. Employees’ satisfaction
According to Wursanto (2005:289) employees‘ satisfaction is the feeling of satisfy that
appears from inside part of the employee itself. The dimensions are:
1. The Work Itself, every work needs a specific skill based on the area. The difficulties of
the work and one‘s feeling about their capability will increase or decrease work
satisfaction.
2. Boss (Supervision), a good boss means the one who is able to appreciate employees‘
work. For employees, a good boss can be considered as father/mother/friend and also
boss.
3. Colleague (Workers), is a factor that is related with the relationship between employees
and boss and other employees, whether they are from the same or different field of work.
4. Promotion (Promotion), is a factor that is related to the availability of career promotion.
5. Salary (Pay),is a factor that fulfils the needs of employees so they can be considered as
living in a proper life or not.

2.2

Performance

Based on Mangkunegara, performance (working performance) is a result based on quality
or quantity that is achieved by someone in executing the duty. The duty itself is based on their
own responsibilities that are given to the employees. Employees‘ performance that is
sometimes called output, efficiency and effectiveness and it is usually correlated with
productivity.
Still from Mangkunegara (2007:69) there are four factors performance that can be used as
assessment standard of achievement assessment, they are: working quality, quantity,
reliability, and working attitude.
2.3

Research Type

The type of this research is causal research. It is arranged to search the possibility of
cause and effect between variables. Variable X in this research is employees‘ feeling of
security, loyalty, satisfaction. While variable Y is performance.
In this research, the population used is all Business Account Manager in Business Service
Division of Telkom Regional 1 Sumatera. Sampling technique used is census or dense
sampling with 32 respondents and it uses Likert scale of measurement.
Data analysis technique used is descriptive and path analysis to experiment research
hypothesis.
2.4

Framework
Research model used is as follow:

Note:
X1
X2
X3
Y
€

: Employees‘ feeling of security
: Employees‘ loyalty
: Employees‘ satisfaction
: Performance
: Residue Variable (error factor)

To test conceptual hypothesis that is given, it is done partially. The step in coefficient
experiment is by deciding statistical hypothesis that will be tested, as follows:
Table 1. Hypothesis
H0 : ρyx1 = 0

Employees‘ feeling of security does not significantly influence the performance of Business
Account Manager in Business Service Division of Telkom Regional 1 Sumatera

H1 : ρyx1 ≠ 0

Employees‘ feeling of security significantly influences the performance of Business Account
Manager in Business Service Division of Telkom Regional 1 Sumatera

H0 : ρyx2 = 0

Employees‘ loyalty does not significantly influence the performance of Business Account
Manager in Business Service Division of Telkom Regional 1 Sumatera

H1 : ρyx2 ≠ 0

Employees‘ loyalty significantly influences the performance
of Business Account Manager in Business Service Division of Telkom Regional 1 Sumatera

H0 : ρyx3 = 0

H1 : ρyx3 ≠ 0

Employees‘ satisfaction does not significantly influence the performance of Business
Account Manager in Business Service Division of Telkom Regional 1 Sumatera
Employees‘ satisfaction significantly influences the performance of Business Account
Manager in Business
Service Division of Telkom Regional 1 Sumatera

III. Data Analysis and Discussion
3.1

Result of Descriptive Analysis
Table 2. Result of Descriptive Analysis
Variable

Sub Variable

answer

Item
1

Physical Security
Employees‘
feeling of security
Psychological
Security

1
2
3
4
5
6
7

Sub Total of Employees‘ feeling of security

Vertical Loyalty
Employees loyalty
Horizontal loyalty

8
9
10
11
12
13
14
15

2
1
0
0
0
1
0
0
2
1
0
0
0
0
1
0
1

1
0
1
1
0
2
5
10
2
3
6
2
3
6
2
2

3
4 5
8
16 6
10 17 5
7
20 4
8
17 6
5
20 6
7
16 7
7
14 6
52 120 40
4
20 5
3
20 6
6
19 1
6
19 5
8
20 1
9
12 4
11 16 3
9
13 7

%
75.63
76.88
76.72
76.88
77.50
78.75
77.50 76.46
73.13
76.61
76.25
78.13
69.38 74.50
76.88
71.88
67.50
71.46
72.50
74.38

Sub Total of Employee‘s loyalty
The work itself
Boss (superior)
Employees‘
satisfaction

Colleague

Promotion

16
17
18
19
20
21
22
23
24
25
26

Subtotal of Employees‘ satisfaction
Quality
Quantity
Performance

Reliability

Working attitude

27
28
29
30
31
32
33
34
35
36
37

Performance Subtotal

3
1
0
0
0
2
1
1
1
0
0
4
10
0
0
0
1
0
0
0
1
1
2
3
8

26 56 139
7
8
9
0
8
18
0
6
14
0
9
21
2
9
13
0
6
9
0
8
17
3
7
18
6 17 9
7 13 10
6 11 9
31 102 147
1 4
23
1 4
22
1 14 13
6 10 12
2 8
20
2 3
22
1 3
22
0 3
10
2 0
16
0 9
16
10 5
10
26 63 186

32
7
6
12
2
6
16
6
3
0
2
2
62
4
5
4
3
2
5
6
18
13
5
4
69

73.36
68.75
78.75 77.08
83.75
75.63
73.75
71.88
84.38
76.88 77.71
71.88
61.88
64.38 61.88
59.38
72.50
78.75
79.38 76.88
72.50
66.25
70.00
73.75
78.75
79.69
80.63
87.50
83.75
76.56
73.75
61.25
76.02

From the result above, it is found that variable with the highest percentage is Employees‘
feeling of security of 76,61% that is considered good, while the lowest variable is employees‘
satisfaction of 72,50% that is also considered good.
3.2 Path Analysis
3.2.1 Result of T test
Table 3. Result of T test
Model
Constant
Employees‘ feeling of
security (X1)
Employees‘ loyalty (X2)
Employees‘ satisfaction (X3)

Unstandardized
Coefficient
B
Standard of Error
1.560
2.476

Standardized
Coefficient
Beta

t

Sig

0.630

0.534

0.627

0.209

0.406

2.999

0.006

0.652
0.091

0.215
0.165

0.489
0.088

3.029
0.554

0.005
0.584

From the result above, it is found that:
a. Partial influence of employees‘ feeling of security to performance

Based on 4.20 table, it is found the value of tcount = 2.999 while ttable with the degree of
freedom at α (0.05) is 2.048. Consequently, tcount(2.999) >ttable (2.048) with significance value
of 0.006. Significance value is smaller than significance level of 5%, so, it is clear that H0 is
rejected and H1 is accepted. For that reason, it can be concluded that partially, the employees‘
feeling of security significantly influences performance (Y).

b. Partial influence of employees‘ loyalty to performance

Based on 4.20 table, it is found the value of tcount = 3.029 while ttable with the degree of
freedom at α (0.05) is 2.048. Consequently tcount(3.029) >ttable (2.048) with significance value
of 0.005. The significance value is smaller than significance level of 5%, so, it is clear that H0
is rejected and H1 is accepted. For that reason, it can be concluded that partially, the
employees‘ loyalty significantly influences performance (Y).
c. Partial influence of employees‘ satisfaction to performance

Based on 4.20 table, it is found the value of tcount = 0.554 while ttable with the degree of
freedom at α (0.05) is 2,048. Consequently tcount(0.554) <ttable (2.048) with significance value
of 0.584. The significance value is bigger than significance level of 5%, so, it is clear that H0
is accepted and H1 is rejected. For that reason, it can be concluded that partially, employees‘
satisfaction does not significantly influence performance (Y).
3.2.2 Result of F model Test:
Table 4. Result of F test
Model
Regression
Residue
Total

Quadrate number
1708.035
179.115
1887.150

Df
3
28
31

Middle Quadrate
569.345
6.397

F

Sig

89.002

0.000

Based on the table above, it is found the value of Fcount = 89.002 while Ftable with the
degree of freedom at α (0.05) is 2.947. Consequently, Fcount (89.002) >Ftable (2.947) with
significance value of 0.000. The significance value is smaller than significance level of 5%, it
is clear that H0 is rejected and H1 is accepted. For that reason, it can be concluded that
simultaneously employees feeling of security (X1), employees‘ loyalty (X2), and employees‘
satisfaction (X3) significantly influences performance (Y).
3.2.3 Experiment of T and F Trimming model
In this research, it is found that path coefficient of employees‘ satisfaction (X3) is not
significant, while path coefficient of employees‘ feeling of security (X1) and employees
loyalty (X2) significantly influences performance, thus, employee satisfaction (X3) is sent
out from the research model and is continued by trimming model test.
Table 5. T test of Trimming Model
Model
Constant
Employees‘
feeling of security (X1)
Employees‘ loyalty (X2)

Unstandardized Coefficient
B
Standard of Error
1.766
2.418
0.670
0.192
0.726

0.165

Standardized Coefficient
Beta
0.433
0.545

T

Sig

0.730
3.495

0.471
0.002

4.397

0.000

a. Partial influence of employees‘ feeling of security to performance.

Based on Table 5, it is found the value of tcount = 3.495 while ttable with degree of freedom
at α (0.05) is 2.045. Consequently tcount(3.495) >ttable (2.045) with significance value of 0.002.
Significance value is smaller than significance level of 5% (0.05), so, it is clear that H0 is
rejected and H1 is accepted. For that reason, it can be concluded that partially, the employees‘
feeling of security significantly influences performance. (Y).

b. Partial influence of employees‘ loyalty to performance.

Based on Table 6, it is found the value of tcount = 4.397 while ttable with degree of freedom
at α (0.05) is 2.045. Consequently, tcount (4.397) >ttable (2.045) with significance value of
0.000. Significance value is smaller than significance level of 5% (0.05), so, it is clear that H0
is rejected and H1 is accepted. For that reason, it can be concluded that partially, employees‘
loyalty significantly influences performance(Y). F Test of Trimming Model
Table 6. F test of Trimming Model
Model
Regression
Residue
Total

Quadrate number
1706.070
181.080
1887.150

Df
2
29
31

Middle Quadrate
853.035
6.244

F

Sig

136.614

0.000

Based on 4.24 table, it is found that value of Fcount = 136.614 while Ftable with degree of
freedom at α (0.05) is 3.328. Consequently, Fcount(136.614) >Ftable (3.328) with significance
value of 0.000. Significance value is smaller than significance level of 5%, so, it is clear that
H0 is rejected and H1 is accepted. For that reason, it can be concluded that simultaneously,
employees‘ feeling of security (X1) and employees‘ loyalty (X2) significantly influences
performance (Y).
IV. CONCLUSION AND SUGGESTION
4.1

Conclusion

1. Employees‘ feeling of security as Business Account Manager in Business Service
division of Telkom Regional 1 Sumatera is in the category of good, in the percentage of
76.61%.
2. Employees‘ loyalty as Business Account Manager in Business Service division of
Telkom Regional 1 Sumatera is in the category of good, in the percentage of 73.36%.
3. Employees‘ satisfaction as Business Account Manager in Business Service division of
Telkom Regional 1 Sumatera is in the category of good, in the percentage of 72.50%.
4. Based on descriptive data processing, it is concluded that performance level of Business
Account Manager in Business Service division of Telkom Regional 1 Sumatera is in the
category of good, in the percentage of 76.02%.
5. Hypothesis experiment result using F test shows that employees‘ feeling of security
variable (X1), employees‘ loyalty (X2) and employees satisfaction (X3) derive Fcount of
89.002 and Ftable of 2.947, so Fcount>Ftable, consequently, Ho is rejected and H1 is accepted.
Thus, non-physical work significantly influences the performance of Business Account
Manager in Business Service division of Telkom Regional 1 Sumatera.
6. Experiment result of T test for influence of employees‘ feeling of security to
performance of Business Account Manager in Business Service division of Telkom
Regional 1 Sumatera is partially shows that tcount of 2.999 and ttable of 2.048 so tcount>ttable,
Consequently Ho is rejected and H1is accepted. Thus, it can be concluded that employees‘
feeling of security is partially influence significantly to performance of Business Account
Manager in Business Service division of Telkom Regional 1 Sumatera.
7. Experiment result of T test for influence of employees‘ loyalty variable to performance of
Business Account Manager in Business Service division of Telkom Regional 1 Sumatera

is partially shows that tcount of 3.029 and ttableof 2.048 sotcount>ttable, consequently, Ho is
rejected and H1 is accepted. Thus, it can be concluded that employees‘ loyalty is partially
influence significantly to performance of Business Account Manager in Business Service
division of Telkom Regional 1 Sumatera
8. Experiment result of T test for influence of employees‘ satisfaction variable to
performance of Business Account Manager in Business Service division of Telkom
Regional 1 Sumatera partially shows that tcount of 0.554 and ttableof 2.048 so tcount<ttable,
consequently Ho is accepted and H1 is rejected. Thus, it can be concluded that employees‘
satisfaction is partially does not influence significantly to performance of Business
Account Manager in Business Service division of Telkom Regional 1 Sumatera.
9. Experiment result of path F test using trimming model shows that employees‘ feeling of
safety variable (X1) and employees‘ loyalty (X2) to performance (Y) gets the value of
Fcount of 136.614 and Ftableof 2.947, so, Fcount>Ftable, consequently, Ho is rejected and H1 is
accepted. For that reason, non-physical work in trimming mode significantly influences
performance of Business Account Manager in Business Service division of Telkom
Regional 1 Sumatera.
10. Experiment result of path T test using trimming model shows that employees‘ feeling of
safety variable (X1) to performance (Y) gets the value of tcount of 3.495 and ttable of 2.045,
so tcount>ttable, consequently Ho is rejected and H1 is accepted. For that reason, employees‘
feeling of safety based on trimming model significantly influences performance of
Business Account Manager in Business Service division of Telkom Regional 1 Sumatera.
11. Result of T test using trimming model shows employees‘ loyalty variable (X1) to
performance (Y) gets the value of tcountof 4.395 and ttable of 2.045, so tcount>ttable, so Ho is
rejected and H1 is accepted. For that reason, employees‘ feeling of safety based on
trimming model significantly influences performance of Business Account Manager in
Business Service division of Telkom Regional 1 Sumatera.

4.2

Suggestion
Based on findings and discussions, there are some suggestions, as follows:

4.2.1. Suggestions for Business Account Manager in Business Service division of Telkom
Regional 1 Sumatera
From research results, it can be concluded that non-physical working environment
influences performance of Business Account Manager in Business Service division of
Telkom Regional 1 Sumatera. A good non-physical work environment can affect a good
performance.
Author‘s suggestions for Business Account Manager in Business Service division of
Telkom Regional 1 Sumatera are as follows:
1. Based on descriptive research, to improve non-physical, especially employees‘ feeling of
safety, Business Account Manager in Business Service division of Telkom Regional 1
Sumatera should pay attention more and apply good relationship between superior (boss)
and inferior (employee). It can be done by giving good treatment from the boss, so
Business Account Manager may feel safer and more comfortable. Besides, law protection
that is given by the corporation should be improved.
2. To improve non-physical work environment, especially employees‘ loyalty, Business
Account Manager in Business Service division of Telkom Regional 1 Sumatera should

improve the involvement of boss in every Witel to help Business Account Manager in
coordinating with internal unit related to job and supporting home visit activity among
Business Account Manager.
3. To improve non-physical working environment, especially employees‘ satisfaction,
business Service division of Telkom Regional 1 Sumatera should held internal activities
that is able to create good relationship between Business Account Managers in one unit
and gives a clear career level for Business Account Manager.
4. Based on descriptive analysis employees‘ feeling of security place the highest percentage.
Among three environmental variable, Business Service division of Telkom Regional 1
Sumatera is wished to apply some regulation that affected the improvement of
employees‘ feeling of security that is now already good so, the performance of Business
Account Manager can also improving.

4.2.2. Suggestion for next research
From this research, it can be concluded that the performance of Business Account
Manager in Business Service Division of Telkom Regional 1 Sumatera is influenced y
nonphysical working environment. However, there are still some spaces for next research to
add more variable than non-physical environment that influence performance, especially in
marketing of BUMN company. On the other side, to enrich the research, author also suggests
to add some sample from other industries.
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Abstract.Emerging technology and the increasing number of Indonesian people who use internet, encourage
banking firms to make strategies with the use of internet technology in order to survive in the competition.
Internet banking is a banking service that allows customers to perform banking transactions via internet. The
purpose of this study was to determine customer preferences toward the use of internet banking in Bandung.
Attributes are used are taken from research related to e-SERVQUAL. Dimensions of e-SERVQUAL is to
measure the quality of service on virtual. Ther is five attribute in e-SERVQUAL and used in this study are the efulfillment, privacy/security, efficiency, system availability, and problem handling. A conjoint analysis was use
to evaluate the customer preferences on internet banking use. A survey to 400 users of internet banking in
Bandung, Indonesia were conducted, using a purposive sampling method. Results of this study stated that efulfillment is the most important attribute for customers with importance value, efficiency, system availability,
privacy/ security, and problem handling.
Keywords. Preferences; internet banking; e-SERVQUAL; conjoint analysis

I.

INTRODUCTION

Every innovation is happening in the banking world is supported by the facts of the field
as to the many internet users as well as mobile phones in Indonesia. (Rifaldi and Atiek,
2010). A widely studied area of technological transformation is in retail ﬁnancial services.
The Internet has sparked an IT-based revolution in the ﬁnancial services sector that has
radically altered the way that banking services are delivered. This development, referred to as
Internet banking (IB), has enabled busy people to complete their ﬁnancial activities in a costeffective and efﬁcient manner at any time of the day, regardless of their physical location
(Makris et al., 2009). Nowadays the banking industry must provide added value services that
give an added value for its customer in order to increase added value for its customers in
order to survive.
The Internet has sparked an IT-based revolution in the financial services sector that has
radically altered the way that banking services are delivered. This development, referred to as
Internet Banking (IB), has enabled busy people to complete their financial activities in a costeffective and efficient manner at any tim of the day, regardless of their physical location
(Makries et al., 2009). IB also allows bank customers to engage in a vast array of ﬁnancial
services such as paying bills, checking account information, transferring funds, and utilizing
investment and check services through bank websites (Tan and Teo, 2000).
There have also been beneﬁts for the ﬁnancial institutions. Banks spend a great deal of
money on IB because it reduces costs relative to other forms of banking, and provides more
timely and complete customer information (Gerrard and Cunningham, 2003). It also increases
service quality which is necessary for survival in competitive markets (Rouibah et al., 2009).
Financial service providers must aim to have a comprehensive understanding of how their
customers feel about this technology (Lassar et al., 2005). An important factor that inﬂuences
customer adoption and use of IB is their attitude toward the technology. By identifying the
expectations and wants of customers, and understanding their motivations for adopting (or
not adopting) IB, bank managers and policy-makers can develop strategies to improve the
take up of such technology. (Hanaﬁzadeh, 2014).

According to APJII (Association of Indonesian Internet Service Providers), the number of
Internet users in Indonesia during 2014 was as much as 88.1 million people, or an penetration
of 34.9%. With the increasing growth of Internet technology, many companies have
developed a strategy designed to encourage customers to perform self-service via the Internet
or also called a self-service technologies / SSTs (Lovelock et al., 2011: 255). In order to
expand its service network, in addition to open branch offices in various places, now the
banks began to involve the use of information technology, especially internet to simplify
business processes, namely by providing banking services via internet or internet banking.
Internet banking is banking activities conducted from home, offices, or other places by using
the internet (Sunarto, 2008: 11). There are several reasons that can be argued that the banking
industry is currently widely adopted the concept of internet banking, which are to maintain
and increase customer loyalty, to expand the reach of its market access, reduce administrative
and operational costs, and can be used as a competitive advantage to the competition among
banks very tight online (Khalfan et al., 2006; in Omar et al., 2011).
According to comScore survey, a global provider of digital media analysis says that the
number of unique visitors (Unique Visitor) internet banking in Indonesia, Singapore,
Malaysia, Vietnam, Hong Kong, and the Philippines increased in January 2011. Internet
banking in Indonesia increased significantly unique visitors compared to other Asian
countries, up to 72% of unique visitors. The other survey conducted by Markplus Insight, has
found taht the number of internet banking users in Indonesia has grown an average of 70% in
2010 through 2012. Based on the data above, it can be seen that the internet banking in
Indonesia has growing fast, it became a good opportunity for the bank to further improve
internet banking service. To increase customer loyalty and satisfaction towards the use of
internet banking, it is very important for the bank to find out what attributes of the key
considerations in the use of internet banking customers. The purpose of this study was to
determine customer preferences towards internet use in Bandung.
II. LITERATURE REVIEW
Consumer preference is consumer choice against some alternative product to be bought,
where consumers are looking for products that can giving a greatest satisfaction or have the
best capability and is expressed in the form of the order (ranking) or scale (rating) (Hair et
al.). Therefore, it is important for companies to know the preferences of consumers. The
reason the use of electronic service quality dimensions as a attribute of internet banking,
because in some studies have found that the dimensions of electronic service quality can
significantly influence customer satisfaction and loyalty in using internet banking services.
These dimensions can describe what the customer wants to use internet banking, such as the
results of research conducted by Anggraeni and Yasa (2012), that the quality of service
quality online (e-service quality) has a significant influence on customer satisfaction with the
positive direction.
The study attributes adopted from the dimensional quality of electronic services (ESERVQUAL) developed by Parasuraman et al. (2005) in develops electronic service quality
dimensions consisting efficiency, system availability, fulfillment, privacy responsiveness,
compensation, and contact. The attributes of Internet banking is also obtained from studies
conducted by Khan et al. (2009) that found the seven dimensions of quality of electronic
services on the Internet banking service. The dimensions include Reliability, Accessibility,
User-Friendliness, Privacy/Security, Efficiency, Responsiveness, and Fullfilment. Kumbhar
(2012) testing the validity and reliability of this scale essentially eBankQual. In this
dimension developed to measure the quality of service and satisfaction in e-banking services,

this study uses eBankQual dimensions to measure the quality of internet banking services,
results show that the dimensions eBankQual consisting of System Availability, E-Fulfillment,
Accuracy, Efficiency, Security, Responsiveness, Easy to use, Convenience, Cost
Effectiveness, Problem Handling, Compensation, Contact , Brand perception and perceived
value is an important dimension of eBankQual reliable and valid for further use.
III. METHODOLOGY
The variables used in this to describe the attributes of the internet banking including the
E-Fulfillment, Efficiency, Privacy or Security, Availability sytem, and Problem Handling.
From the collection of attributes can be known that determines the relative importance in the
consumer's decision in choosing a service (Lovelock et al., 2011:77). So from the attributes
of the internet banking, customers can establish a preference for the use of internet banking in
Bandung.
Table 1. Variable used in Internet Bankin Preference
Attirbutes

Level

E-fulfillment
Scope of services offered, digitalization of
business information, Variety of services
(Khumbar, 2012)

1. Transfer
2. Bill Payment (PLN, PAM, Internet, telephone, Credit Cards
etc.)
3. Purchase (Pulse, Stocks, tickets, etc.)
4. The account information (transaction status, transaction
history, balance etc.)
5. Registration Account or Deposit
1. Security code via token
2. Security code via SMS
3. Auto Log Off (Session time off)
4. otification transaction status via email or SMS
5. Blockage ID if several times wrong insert a security code,
user ID, password.
1. Speed of access or loading sites
2. Website easy to navigate and easy to use
3. Simple website layout and easy to understand
4. Step of transaction easily or minim complexity.
5. Has mobile version appereance

Privacy/Security
Trust, privacy, believability, truthfulness,
and security, building customer confidence,
freedom from danger about money losses,
fraud, PIN, password theft; hacking etc.
(Khumbar, 2012)
Efficiency
Ease of use and speed of access a site
(Zeithaml et al., 2009:115).

System Availability
Technical functionality of site, especially
how the site is available and functioning
properly. System availability is the accuracy
of a function of the site technically
(Zeithaml et al., 2009:117).

1. Website never crash or error
2. Accurate information
3. Web page functioning properly in accordance with user
commands

Problem Handling
It refers to problem solving process
regarding
internet
banking
services
(Khumbar, 2012).

1.
2.
3.
4.

Contact (email, phone number, online chat / helpdesk)
Userguide can be downloaded (pdf, word, etc.)
Demo how to use ibanking website
FAQ (Frequent Ask Question)

To assess customer preference towards the use of internet banking in Bandung, this study
using conjoint analysis techniques. According to Hair et al. (2010: 266) Conjoint analysis is a
multivariate analysis technique developed specifically to find out how consumers form a
preference of some types of objects (products, services, or ideas). Consumers can build the
best estimate of the preferences by weighing the shape of the object through combination of
attributes. in performing conjoint analysis, there are several steps that must be passed, starting
from goal setting conjoint analysis, design conjoint analysis, assumptions conjoint analysis,
conjoint model estimation, interpretation of results, the validation results conjoint, and the
latter is to apply the results of conjoint (Hair et al., 2010: 274).

Conjoint analysis method used in this study is the Traditional Conjoint. Presentation
methods used in this study is a full-profile. After that designing stimuli automatically using
SPSS 20 with orthogonal design, and produced 25 stimuli. Hair et al. (2010: 280), if the
number of stimuli that created too much, it can be done using the concept of a minimum
reduction of the formula:

Minimum Stimuli = Total Level-Total Attributes+1 or 22-5 + 1 = 18
3.1. Sample and Data Collection
A structured questionnaire that was adapted from prior research (Khumbar, 2012) was
used to obtain relevant data for this study. The questionnaire was randomly distributed to 400
bank customer in Indonesia especially the internet banking user. The data gathered were
analyzed using various statistical methods such as Descriptive analysis, reliability analysis
and conjoint analysis were used. Samples were taken by way of non-probability sampling, i.e
sampling technique by not giving opportunities or equal opportunity for every member of the
population for selected elements into the sample (Hair, 2010). The sampling technique used
in this research is purposive sampling. Survey was conducted through electronic
questionnaires that distributed through online (twitter, facebook fanpage, email) and also
through face to face questionnaire.
3.2.Respondents’ Demographic Profile
The respondents comprised of 38.0% of females and 62% males. Majority of the
respondents in this study, that is, 33%, were in the age group between 35 years old to 45
years old. In terms of education levels, the majority of respondent 41% respondents have
obtained a Bachelor degree. Interestingly, 47% of the respondents were earning between Rp.
2,5 million to Rp. 5 million per month whereas 28% of respondents were drawing an income
of more than Rp. 5 million per month.
Table 2. Respondent Demography
Gender
Age

Occupation

Income

Education

Device used to access
Internet banking

Male
Female
<25
25-35
35-45
>45
Private employee
Government employee
Entrepreneur
Student
Housewife
Etc
<Rp. 2.000.000
Rp.2000.000– 5.000.000
> Rp. 5.000.000
Elementary School
Junior High School
Senior High School
Diploma
Bachelor degree
Post Graduate/ Magister
Doctorate degree
Smartphone
Computer
Laptop
Tablet

62%
38%
25%
31%
33%
11%
34%
14%
22%
23%
1%
6%
25%
47%
28%
1%
2%
25%
18%
41%
11%
2%
57%
13%
21%
9%

3.3.Usage of Internet Banking
All the respondents that involved in this survey had experience in using Internet banking.
Majority of the respondent become a member of internet banking between 3-5 years
membership. Meanwhile the frequency of internet banking mostly 5-10 times in a month.
Furthermore, mostly %57%) of respondents accessed the Internet banking system using
smartphone as a device.
Table 3. Respondent Internet Banking Usage Behavior
internet banking
membership
Internet banking
usage in a month
(times)
Perangkan yang
biasa digunakan
untuk akses
internet banking

< 1 tahun
1-3 tahun
3-5 tahun
>5 tahun
< 5 kali
5-10 kali
>10 kali
Smartphone
Komputer
Laptop
Tablet

18%
28%
34%
20%
26%
50%
24%
57%
13%
21%
9%

3.4 Analysis, finding, & discussion
To measure the validity and reliability of conjoint analysis used a person correlation R
and Kendall tau as indicator. In this study has a Pearson's correlation value of 0.987. This
means that the correlation is very high. The higher the correlation, the more fit or better
model. Meanwhile, the significance of the correlation value is also strong, which is 0.000 or
less than 0.005. Thus, indicate a strong relationship between the estimated results (estimates)
and reality (actual) or a strong correlation between the estimated results of conjoint with the
real preferences of customers
Table 4. Correlation Pearson & Kendall
Correlation
Pearson‘s R
Kendall‘s tau

Value
.987
.863

Sig.
.000
.000

Conjoint analysis used to determine which attributes are most important or the most
considered in receipts internet banking customers, it can be seen from the value of interest
(importance value). Once analyzed, the five attributes, attributes that are most important or
most considered customers of internet banking services is an attribute of the first e-fulfillment
with the highest value of importance value, which amounted to 44.943%, efficiency
(19.793%), the third ranking is system availability (14.652%), the fourth is security/privacy
(13.369%), and problem handling with the smallest value (7,297%). Table 5 descrobe the
importance and also utility value of each level for customer preference in internet banking.
The higher the value the usefulness or utility, then that level is the most preferred by
customers.
Table 5. Conjoint Analysis Result
Attributes

E-Fulfillment

Level
Transfer
Bill payment
Purchase (Pulse, stocks, tickets, etc.)
Account Information (account balance,
transaction status)
Registration Account or Deposit

Utility
.169
.021
.012

Std. error
.085
.095
.130

.063

.130

-.264

.108

Importance Value

44.943 %

Privacy/
Security

Efficiency

System
Availability

Problem
Handling

Security code via token
Security code via SMS
Auto Log Off (session time off)
Notification transaction status via email or
SMS
Blockage ID if several times wrong insert a
security code, ID, password
Speed of access or speed of loading sites
Website easy to navigate and easy to use
Simple website layout and easy to
understand
Step of transaction easily or minim
complexity
Has mobile version appereance
Website never crash or error
Accurate information
Web page functioning properly in
accordance with user commands
Contactt (phone number, email, chat online/
helpdesk)
Userguide can be downloadeded (pdf, word,
etc.)
Demo how to use internet banking website
FAQ (Frequent Ask Question)

-.008
.013
-.048

.130
.108
.095

.081

.130

-.038

.085

.045
-.010

.095
.130

-.026

.130

-.099

.108

.091
.088
-.035

.085
.140
.070

-.053

.090

.032

.119

.005

.105

.000
-.038

.000
.056

13.369 %

19.739 %

14.652 %

.297 %

The respondent moslty prefer the transfer as a feature in using the internet banking, with
utility value (0.085). Banks need to develop a transfer features to fit the needs of customers,
which include a scheduled transfer transaction (scheduled transfer) to be processed later in
accordance with the instructions of the client, as well as the routine transfer transactions
(recurring transfer) will be processed on a regular basis (daily, weekly, monthly, etc.)
according to customer needs. Ma et al. (2011); in Mujilan (2013), states that the banks need
to have the ability to innovate according to user needs by providing unique features in
internet banking website. This allows the user to attract the attention of customers and nonbank users to log into the website.
The highest utility values of efficiency attributes that have internet banking is mobile
version of the utility value of 0.091. It also occurs in several countries in Europe and Asia,
where 80% of households using mobile banking services to conduct banking activities
(Gupta, 2005; in Bankole et al., 2011). Banks need to develop a mobile version of Internet
banking services in the form of mobile browser (Internet banking makes website
view/display in accordance with the size of smartphones) and mobile application (making
specific applications of internet banking).
The highest utility value of the attribute system availability is internet banking website
that never crash or error with the utility value of 0.088. Banks need to increase bandwidth
and server capacity in order to internet banking internet banking website is always available
whenever although during busy hours or when traffic is high. Banks must also always extend
internet banking website domain any particular period. Because if it is not extended then the
domain will expire, so that the website can not be accessed by the customer.
The utility value of the attribute privacy / security which has high value is transaction
status notifications via email or sms with the utility value of 0.081. Customers feel that after
they perform a valuable transaction (relating to financial) through they should receive
notification via SMS (Peever et al., 2010; in Omar et al., 2011). These results are consistent
with research conducted by Omar et al. (2011), which states that the majority of internet
banking users in Pakistan would like to receive SMS or email when a transaction occurs on

their internet banking. This is because internet banking users need information that is up-todate related to changes in their internet banking account. Because if there is a transaction that
is not done by the owner of the account, then it can be known.
Solving problems by doing contact with the bank via telephone, email, online
chat/helpdesk, twitter, facebook etc. in a way that most preferred customers internet banking
users in Bandung with the utility value of 0.032. These results are consistent with research
conducted by Paschaloudis and Tsourela (2014) noted that the dimensions of the contact,
which is related to the availability of assistance over the phone or online is an electronic
service quality dimensions most important for users of internet banking in Greece. In
managing and dealing with customer complaints required attitudes, behavior and speech
patterns are well in order to please the customer. Employees of banks, especially from the
call center needs to understand the customer of the customer experience and provide answers
to customers completely.
IV. CONCLUSION AND FUTURE RESEARCH
After conjoint analysis, it can be concluded that most considered the attributes of
customers in the use of internet banking services sequence is e-fulfillment, effciency, system
availability, privacy / security, and problem handling.
From the research that has been done related to customer preferences towards internet
banking, then the banks should improve all attributes of internet banking in accordance with
customer preferences. The quality improvement can be done by looking at the order of
priority (the value of the benefit) of each attribute so that costs are allocated to the banking
and internet banking can be optimized according to the target. Banks need to educate
customers by providing as much information about the utility and how to use internet banking
to non-user so that they are at least aware of the existence of internet banking, and further that
they want to use internet banking services. Banks also need to encourage young customers,
especially students to use internet banking services, by providing socialization in schools and
universities on easy to use internet banking services. In addition, the banks need to encourage
clients who work as self-employed in particular for online sellers (e-commerce) to use
internet banking services to help them in running the business, because the self-employed
will be more interaction with customers, suppliers, distributors, and other business partners.
How to provide socialization to the merchants through merchant communities. Future
research are expected to completed this study, further research is expected to add attributes
used, extend limitation of the study, and suggested to include the internet banking non-user.
References
[1]

[2]

[3]
[4]
[5]

Anggraeni, Ni Made S., dan Yasa, Ni Nyoman K. (2012). E-Service Quality Terhadap Kepuasan dan
Loyalitas Pelanggan dalam Penggunaan Internet Banking. Jurnal Keuangan dan Perbankan. Vol.16, No.2
Mei 2012, hlm. 293–306. Terakreditasi SK. No. 64a/DIKTI/Kep/2010.
Asosiasi Penyelenggara Jasa Internet Indonesia. (2015). Pengguna Internet Indonesia Tahun 2014,
Sebanyak 88,1 Juta (34,9%).
Didapat dari: http://www.apjii.or.id/v2/read/content/infoterkini/301/pengguna-internet-indonesia-tahun-2014-sebanyak-88.html.
Bankole, Felix., Bankole, Omolola., dan Brown, Irwin. (2011). Mobile Banking Adoption in Nigeria. The
Electronic Journal on Information Systems in Developing Countries. EJISDC (2011). 47, 2, 1-23.
ComScore. (2011). Online Banking on the Rise in Southeast Asia. Didapat dari:
www.comscore.com/Insights/Press-Releases/2011/3/Online-Banking-on-the-Rise-in-Southeast-Asia .
Hair Jr, Joseph F., Black,William C., Babin,Barry J., Anderson, Rolph E. Multivariate Data Analysis:
Global Perspective (7th edition). (2010). New Jersey: Pearson Prentice Hall.

[6]

[7]
[8]
[9]

[10]
[11]

[12]
[13]
[14]
[15]
[16]

Khan, Mohammed S., Mahapatra, Siba S., dan Sreekumar. (2009). Service Quality Evaluation In Internet
Banking: An Empirical Study In India. International. Journal Indian Culture and Business Management,
Vol. 2, No. 1, 2009.
Kumbhar, Vijay. M. (2012). Reliability Of ―Ebankqual‖ Scale: Retesting In Internet Banking Service
Settings. Business Excellence And Management, Volume 2 Issue 2 June 2012.
Lovelock., Christopher,H., Wirtz,Jochen., Mussry,Jacky. Pemasaran Jasa: Manusia, Teknologi, Strategi.
(2011). Jakarta: Erlangga.
Marketeers. (2012). Survey Markplus Insight: Naik 6 Juta, Pengguna Internet Indonesia kini 61 Juta
Orang.
Didapat
dari:
http://marketeers.com/article/free-download-indonesia-internet-users-2012report.html .
Mujilan. (2013). Kualitas Layanan Internet Banking dan Karakteristiknya Berdasarkan Frekuensi
Penggunaan. Widya Warta No. 01 Tahun XXXV II/ Januari 2013. ISSN 0854-1981.
Omar, Abdullah., Sultan Naveed., Zaman, Khalid., Wajid, Nazish B.A., Khan, Khalid. (2011). Customer
Perception towards Online Banking Services: Empirical Evidence from Pakistan. Journal of Internet
Banking and Commerce. August 2011, vol. 16, no.2.
Parasuraman, A., Zeithaml, Valerie. A., Malhotra, Arvind. (2005). E-S-QUAL: A Multiple-Item Scale for
Assessing Electronic Service Quality. Journal of Service Research, Volume 7, No. X, Month 2005 1-21.
Paschaloudis, Dimitris dan Tsourela, Maria. (2014). Using E-S-QUAL to Measure Internet Service Quality
of Ebanking Web Sites in Greece. Journal of Internet Banking and Commerce. April 2014, vol. 19, no.1.
Sugiyono. Metode Penelitian Bisnis. (2013). Bandung: Alfabeta.
Sunarto, Teknologi Informasi dan Komunikasi. (2008). Jakarta: PT Grasindo.
Zeithaml, Valerie A., Bitner., Gremler. Service Marketing: Integrating Customer Focus Across the Firm
(5th edition). (2009). New York: Mc.Graw Hill Companies Inc

The Relation of Motivation, Engagement, and Job Performance of Nurses
at Advent Hospital
Puspita Wulansari1, Rolyana Ferinia2, and Arif Partono Prasetio3
1,3

School of Economic & Business, Telkom University, Bandung – Indonesia
Economic Faculty, Adventist University of Indonesia, Jakarta - Indoensia
puspitawulansari@telkomuniversity.ac.id1, sibuearolyana@gmail.com2, and partono67@gmail.com3
2

Abstract— Organization should start focusing on the employee performance if they want to thrive in the business. Several
factors affect the employee performances. Motivation and Engagement level of the employee are two of them. The
organization which enhances their employee motivation and engagement will certainly have the opportunity to increase the
performance level. This research discusses the relation between motivation and engagement toward nurse performance at
the Advent Hospital in Indonesia. We used 248 nurses as respondents. We focus on the nurses as they are the closest persons
who interact with customers. The path analysis was used to measure the direct and indirect effect. The research found both
independent variables significantly affect the dependent variable. The direct and indirect effect of motivation and
engagement also reveal but it was not strong. While organization should try to maintain the motivation and engagement
level, they are also has to find other ways to improve their employees performance.
Keywords—motivation, engagement, job performance, health-care, path analysis

I.

INTRODUCTION

Hospital considered as the public services which provide healthcare for the society. In
order to provide the best service hospital need to get the good human resources. As we all
know that the service provider rely their sustainability in their human resources. Human
resources are the key to provide good services. The human resources quality affects the
organization‘s capability to create and deliver services. Great customer service will reflect on
the organization performance. In reality, the service is still far from satisfying. Reference [15]
and [31] gave two examples of complaint related with hospital services. The Advent Hospital
also faces the same problems where the service still perceived below average. The interview
with one of the head nurse reveal several letters from customers complaining the services.
The complaint varies from slow respond, to the negligence. The interview with patients at
Advent Hospital reveals the decreasing level of services. They used to feel that the nurses are
more friendly and the doctors are came on the exact schedule. Now, all are gone. The
customer felt that they treated badly.
Of course the Advent Hospital management cannot let this go on. They should at least try
to improve several aspects of their services in order to win back customer‘s heart. Reference
[21] stated that at least 4 factors can cause the bad hospital services; efficiency, the hospital
design, staff management, and clinical effectiveness. We will focus on the staff management
effort. As mention earlier staff is the key resources to provide the services. One of the key
resources in hospital industry is their nurses. It is not just they represent the largest in number
but they are the link between the customer and the service provided. They are directly contact
with customer and the contact from they day the check in until the patient recover and go
home. The long duration of contact need a full attention and care from the nurses.
This research study the level of motivation and engagement of the nurses at Advent
Hospital and then measure the relation with the perceived performance. The nurses held
critical role in the hospital operations. Yet they are vulnerable from stress and high job
demand. Their main responsibility is to make sure the patient get the treatment according to
their need. Sometime these demands are beyond the nurse‘s authority. With the high
responsibility, we assume the nurse will experience high level of stress and the higher the
stress level, the lower the performance. We are interested to study this phenomenon using the

motivation and engagement level to find out whether these variables could become the cure
for the performance problems.

II.

LITERATURE REVIEW

A. Motivation
Motivation closely related with the human behavior [5] It is no wonder if motivation is
one of the important aspects when determining person behavior, including their work
behavior. Reference [19] defined motivation as a series of forces that drive people to engage
in certain behavior. Meanwhile, [23] describe motivation as series of attitude and value which
influence individual action to achieve certain result which correspond with their goals or
target. Other definition come from [8] explain motivation as the set of processes that arouse,
direct, and maintain human behavior toward attaining some goal‖. From the above
explanation, it is very clear that motivation is a form of person attitude and value which affect
or drive the people to act in a certain way to achieve their goals. People usually will attract or
interested to do something if they feel they have something to achieve while doing it. For
example an employee will maintain their good performance with the expectation that
management will give them the advancement opportunity. In this research, nurses are
motivated by the work environment, which they felt correspond to their need.
Reference [6] explain the motivation theory which widely used are from Maslow (need
hierarchy), Herzberg (two factors), Alderfer (ERG), McLelland (learned need), Expectancy,
and equity theory. Reference [30] added acquired need theory (104) and goal-setting (112).
Meanwhile [25] completed with the Self-Determination Theory (208), Job Engagement
(211), Self-Efficacy Theory (215), and Reinforcement Theory (218). Griffin & Moorhead
(2014) mention dual structure theory (95) and Luthans (2011) introduce The Porter-Lawler
Expectancy Theory of Work Motivation (167), Attribution Theory (173), and Other Work
Motivation Theories: Control and Agency (177). Refers to these expert, we can say that
motivation drew constant interest to explore. And from the theory, we also found several
factors which drive motivation, such as: rewards, supervisor/leadership, management
decision, communication, respect, and positive feedback [2].
The relations between motivation and job performance already proved from previous
research. Most of them found that motivation significantly related with job performance. We
found one research in Nederland which stated otherwise [12]. To support this research, we
present previous article which found that motivation and job performance are positively
related. Reference [2] present the result which explained that high productivity is a long-term
benefit of employee motivation. It means that employees who are highly motivated is a
valuable asset. They will deliver great contribution that can increase value to the
organization. Reference [26] also found that the motivation can contribute to the
performance. We suggest that the management should concern and set up the program which
can motivate the police so they can improve their performance. Reference [10] also mention
the results that employees with high motivation will perceived high job performance.
B. Engagemenet
Reference [23] explain that engagement can comprise of several method which
systematically drive the employee to participate in decision making process which related
with their job and organizations. Through this involvement approach employee expected to
be more engage and responsible for the decisions. Reference [18] defined the engagement as
the involvement and bond relating with commitment. Reference [25] mention engagement as
the new concept, an describe it as individual involvement in a certain situation because they

feel satisfaction and enthusiasm for the work they do. Employee engagement is a strong sense
of connection with the organization and passion for one‘s job [30]. An employee who are feel
engage are willing to help others, he/she willing to do extra work to increase performance,
and most important thing is they also speak and thought positively about the organization.
Reference [32] described engagement as the commitment employees feel toward the
organization. The above explanation reveal that the engagement are the kind of involvement
and willingness from the employees to fully support the organization and direct all their effort
to pursue the organization‘s goals.
Many aspects influenced the form of engagement. According to [4], there are four factors
which influenced the engagement; Pace, Anxiety, Schedule, and Technology. Reference [18]
present other factors such as; supervisor, respect, trust, relation with the end result, detail
information about job. We design the questionnaire using the engagement dimension
introduce by [29]; satisfaction of the employee toward their organizations, employees
commitment, and advocacy. Advocacy is an employee positive attitude regarding their
organization. They feel satisfy and commit, then they are willing to promote the
organizations to others. Reference [25] also discuss that highly engaged employees have a
passion for their work and feel a deep connection to their company. Caterpillar who
succeeded in increasing their employee‘s engagement recorded a resulting 80 percents drop
in grievances and a 34 percents increase in highly satisfied customers. This mean engaged
employee can contribute to the organizations goals.
We present previous researchers about the engagement which discussed its relation with
job performance. Reference [3] found that employee engagement is one of the best predictors
for job performance. They said negative affect, employee engagement, job satisfaction,
organizational commitment, and POS were significantly related to all three performance
criteria (2012:E308). Reference [1] express their finding which stated that work engagement
and work self-efficacy beliefs refer to key mechanisms turning POS into job performance.
C. Job Performance
Reference [27] defined performance as the result achieved by a person or a group which
work in an organization. Reference [23] describe job performance as the individual‘s overall
result in a certain time when they perform their job. For example; exceed productivity
measure, achieving target which set by the organizations. From the three definitions we can
say that performance related with behavior and result. Behavior to achieve the result (in work
situation) and result is when employee carry out their work very well in a certain period of
time.
Reference [17] explain the two factors which influence performance, individual and
environment. Individual factor is when a person own high integrity both spiritually and
physically. The environment factor related with clear job descriptions, adequate authority to
do the job, productivity culture, career opportunities, and support from organization.
Reference [11] express the notion about two factors which influence performance; ability and
motivation. In other words a person must have capability then he should have willingness to
utilize his resources. Other approach about performance describes by [16] introduces three
factors which affect the performance; individual capability to perform the duties, the amount
of effort put into the work, and support from the organizations. The relation of the three
factors describe as Performance (P) = Ability (A) X Effort (E) X Support (S). This research
will use the six dimension introduce by [3] which consist of quality, quantity, time
effectiveness, cost, supervision, and interpersonal effect. The six dimension covered the work
result usually experience by employees. They should focus on quality and quantity. In doing
so they also have to consider the time and cost to finish the job. Great quality and sufficient

amount of product will consider meaningless if employee provide the result exceed the
deadline or using more resources. The employee also practice a great deal of autonomy, they
must work with less supervision. The last dimension is related with the sense of self
achievement. When employee acquire all the five dimension but left the last one unachieved,
they might be feel less satisfy because their need is not yet achieved. This is a complete
approach to measure the performance because it covered both organization and employee
interest.
Before you begin to format your paper, first write and save the content as a separate text
file. Keep your text and graphic files separate until after the text has been formatted and
styled. Do not use hard tabs, and limit use of hard returns to only one return at the end of a
paragraph. Do not add any kind of pagination anywhere in the paper. Do not number text
heads-the template will do that for you.
Finally, complete content and organizational editing before formatting. Please take note
of the following items when proofreading spelling and grammar :
D. Hypothesis
After discussing the variables for the research and also study the previous research, now
we determine the hypothesis. There are two hypothesis which we will try to answer in this
research. The first hypothesis is:
H0a : The job performance did not affected significantly & partially by motivation and
engagement
H1a : The job performance affected significantly & partially by motivation and engagement
And the second hypothesis is
H0b : Motivation and engagement did not affect job performance significantly &
simultaneously
H1b : Motivation and engagement affected job performance significantly & simultaneously
III. METHODOLOGY

The research population is the Advent Hospital in Indonesia, excluded the one in Java
Island. The total number of respondent for the research is 248 nurses. We use the Slovin
formula to draw the sample from the population with the error tolerance 10% to set the
number of respondent as the sample [20] We used the nonprobability sampling based on the
convenience. This method based on the limitation in time, place, and condition [20]. We try
considerably to accommodate the population by distributing the questionnaires through the
Nurses Supervisor.
The goal of this research is to measure the influence of independent variables towards
dependent variable. Path analysis with SPSS 22 was used to get the result. Before using the
data to measure the result we check the validity and the reliability of the questionnaire. We
build the tools base on the theories of McLelland [30] for the motivation, Schiemann (2011)
for the engagement, and [3] for the Job Performance. There are 31 questions which then
reduce to 30 because one item is not valid (item 4 of Performance measurement). Using SPSS
22, we found the questionnaire for the three variables have higher score of Cronbach Alpha
higher than 0.7. As for corrected item-total correlation for each question are above 0.30. The
Cronbach Alpha higher than 0.70 consider accepted [22]. And corrected item-total correlation

which is above 0.30 consider as valid [22]. There is only one question which we should drop
from the questionnaire of performance (item number 4)
IV. RESULT & DISCUSSION

The research show that level of motivation of the nurses at Advent Hospital is at 77.9%
which consider as high. The table below showed the detail result;
Table 1. Level of Motivation of Advent Hospital Nurses
1
Very Low
Achievement
5
Power
13
Affiliation
1

2
Low
29
88
12

Level of Motivation
3
4
5
Average
High Very High
83
580
295
291
298
54
66
460
205
Average

Lowest
992
744
744
827

4107
2524
3088
3,240

Highest
4960
3720
3720
4,133

82.8%
67.8%
83.0%
77.9%

The nurses at Advent Hospital have high motivation and this could mean the nurses are
eager to do their duties. They might feel tire sometime but it did not affect their passion to
serve.
827
20%

1,488
Very low
36%

2,149
Low
52%

2,811
Average
68%

3,472
High
84%

4,133
Very high
100%

Figure 1. Continum Line for Motivation
From the figure above we can identify the exact position of the motivation level. Of
course this result is very good for the management. But they should be aware that the
motivation is a process. These processes continually need attention. Now the nurses are
highly motivated, but the management should put some effort to maintain that level. Even
better, if they can increase the level. The motivated employees will bring good business.
When nurses are motivated, they will give all their effort and attention to the customer.
Happy customer surely will be an asset in the service industry.
The second variable which is the engagement also show the good result for management.
All three dimensions show the average point of 80% and classified as high.
Table 2 Level of Engagement of Advent Hospital Nurses
1
Very Low
Satisfaction
4
Commitment
0
Advocacy
1

2
Low
23
6
12

Level of Engagement
3
4
5
Average High Very High
215
587
163
75
458
205
156
422
153
Average

Lowest Highest
3858
992
4960
3094
744
3720
2946
744
3720
3,299
827
4,133

77.8%
83.2%
79.2%
80.0%

The organizations which have the engaged employee also tend to be successful. The
figure below shows the nurse‘s engagement level, which is slightly different from the
motivation level.
827
20%

1,488
Very low
36%

2,149
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2,811
Average
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3,472
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84%

4,133
Very high
100%

Figure 2. Continum Line for Job Engagement of Advent Hospital Nurses
Similar with the motivation, the employee‘s engagement also need to be maintain. Failure
to do this properly will result in decreasing of the engagement level. Organization should try
to apply various ways to make sure the employee feel engage to their organization. Pride to
be a member of the organization can enhance the engagement level.
The job performance level also shows the good result. The 80% in average show that
nurses of the Advent Hospital perceived they are already perform well.
Table 3. Level of Job Performance of Advent Hospital Nurses

1
Very Low
Quality
1
Quantity
0
Time
0
Cost
0
Supervisor
0
Interpersonal
0

2
Low
4
1
18
5
7
4

Level of Job Performance
3
4
5
Average High Very High
113
292
86
54
149
44
104
250
124
103
304
84
52
310
125
69
276
147
Average

Lowest Highest
1946
496
2480
980
496
1240
1968
496
2480
1955
496
2480
2035
496
2480
2054
496
2480
1,823
496
2,480

78.5%
79.0%
79.4%
78.8%
82.1%
82.8%
80.1%

The figure below will point the level of the job performance of the nurses. There are
many reasons why employee performance is great. We can say that the employee feel satisfy
or feel that the management are taking care of them. We analyzed the performance using
motivation and engagement level and try to find is there any relation between these variables.
496

893
Very low

20%

1,290
Low

36%

52%

1,686
Average
68%

2,083
High
84%

2,480
Very high
100%

Figure 3. Continum Line for Job Performance
We use the multiple regressions to measure to influence of motivation and engagement
towards the performance. Since we use the path analysis, we have to make sure that the data
met the path analysis requirement. First, we must measure the normality of the data. And

using One Sample Kolmogorov Smirnov, we get the Asymp. Sig. (2-tailed) of 0.396 which is
bigger than 0.05, so research data normally distributed. That is can be used for path analysis.
We present the research model in the figure below. The figure 4 represents the individual
and simultaneous relation between motivation and engagement toward the job performance.

Figure 4. Causal Relation between X1 & X2 towards Y
The next step is to calculate the correlation coefficients and the regression. As we
mention earlier, we used the SPSS 22 to get the result. The following figure is the data
analysis result from the software.

Motivation Engagement Performance
Motivation

Pearson
Correlation

1

.365**

.576**

Sig. (2-tailed)

.000

.000

248

248

248

.365**

1

.650**

N
Engagement

Pearson
Correlation
Sig. (2-tailed)

.000

N
Performance

Pearson
Correlation
Sig. (2-tailed)

.000

248

248

248

.576**

.650**

1

.000

.000

248

248

N

248

**. Correlation is significant at the 0.01 level (2-tailed).

Figure 5. Correlations
Both variables have significant correlation with the job performance (Sig. < 0.05). and the
relation between motivation and engagement towards job performance is consider close
because the figure is above the 0.5.
Sum of
Squares

Model
1

df

Mean Square

Regression

3427.127

2

1713.564

Residual

2751.050

245

11.229

Total

6178.177

247

a. Dependent Variable: Performance
b. Predictors: (Constant), Engagement, Motivation

Figure 6. Anova

F
152.605

Sig.
.000b

The Anova on Figure 6can tell us that motivation and engagement have significant affect
towards the job performance (Sig. < 0.05). Based on the result we reject the H0a and accept
H1a, which mean the job performance affected significantly & simultaneously by motivation
and engagement.
Unstandardized
Coefficients
B
Std. Error

Model
1

(Constant)

Standardized
Coefficients

t

Sig.

Beta

2.677

2.413

Motivation

.485

.057

.390

8.527

.000

Engagement

.564

.051

.508

11.083

.000

1.110

.268

a. Dependent Variable: Performance

Figure 7. Coefficients
The Coefficients figure also showed that motivation and engagement partially have
significant affect towards the job performance (Sig. < 0.05). The figure directly answer that
we reject the H0a and accept H1a, which mean the job performance affected significantly &
partially by motivation and engagement.

Model
1

R

R Square
.745a

Adjusted R
Square

.555

.551

Std. Error of
the Estimate
3.35094

a. Predictors: (Constant), Engagement, Motivation
b. Dependent Variable: Performance

Figure 8. Model Summary
We come to the final analysis of the overall relation. For ease of understanding, the figure
9 clearly describe how the three variables correlate and how‘s the relation between
motivation and engagement towards the job performance.

Figure 9. the result

The effect of motivation towards job performance is equal to 39.0%. The effect of
engagement towards job performance is 50.8%. The engagement has stronger effect on job
performance compare to motivation. But when both variables combine, they make stronger
effect (55.5%) on job performance. In business terms, both variables should be use
simultaneously because they can create bigger effect. The rest of the effect, 44.5%, is caused
by other factors or variables which are not discussed in the research.From the nurse‘s point of

view in Advent Hospital they perform their job better when they were more engaged because
they felt satisfied. This satisfaction then build up the commitment which turn into willingness
to provide positive organization image in form of advocacy. It can be said that engagement
has deeper impact towards nurses behavior.
Motivated employee will perform better. This notion alligned with research from
Chaudary et al [3] and Leisink et al [13]. Motivation did affect the employee performance.
The employee tend to conduct positive behavior at the workplace when they felt that the job
they do allign with their interest. As for the engagement, its effect on performance also
understandable. Previous studies from Alesandri et al [1] and Dalal et al [14] stated that
engagement affected the employee performance. The result of this study also allign with the
idea. Employee who were engage to their organization tend to show their best effort. The two
variables also simultaneously affect the performance because their basic principles was the
behavior towards the job and the organization. If they like their job they might also favour the
organization who provided it.
We can track this high motivation and engagement on the daily activities run by the
nurses. They work in a happy and kinship environment. They can share their problems and
private matter to each other. The management did not impose strict regulation. They just
remind the nurses how important their contribution and they are expected to give 100% effort
to the customer (patient). With this approach, the nurses know their duties and responsibility.
Without strict rule they can work with less burden and stress. This kind of environment is
very important, especially for the nurses who expose daily with the different customer with
their unique needs. As for the engagement, we also can explain from the sense of belonging
from the nurses.

V.

CONCLUSIONS

Two hypothesis submitted for the research was answered. Motivation and engagement
partially and simultaneously affect the job performance. Engagement has stronger effect
compare to motivation. The correlation of motivation and engagement toward job
performance is 74.5%, which mean they have strong correlation. Considering the result, the
organizations should enhance their human resources strategy on building the employee
motivation and engagement. We suggest several ways to improve nurse‘s motivation by
giving them more flexible hours, where they can decide their own work schedule
management can also improve their knowledge on new health procedures, and provide the
work environment where nurses can interact freely but responsibly. To improve the success
management should also give rewards to motivate the nurses. The type of rewards suitable
for the nurses can be further explores on the next research.
Regarding the engagement, management can create program which improve or increase
the pride as the Advent Hospital members. This can achieve by setting the compensation
above the market, form an internal nurse organization, start a nurse of the month program and
post the winner in the main hall, and continously stated the importance of the nurses for the
hospital. Which one of these alternatives is the fit can be identify by the further research or
just a discussion with the head nurse.
Advent Hospital is considers very lucky because they have highly motivated and highly
engaged employees. Moreover, the nurses, one of the important human resources function to
run the hospital. With the high motivation and engagement, the organization success is within
the reach. The management should maintain these important factors to make sure they
achieve their level of performance.
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Abstract. Knowledge is very important to be managed in the era of globalization. Applying Knowledge
Management will be able to provide great contribution. This research aims to determine the influence of
Knowledge Management that divided into 4 variables which are socialization, externalization, combination, and
internalization either simultaneously or partially on Employee Performance (Technician) at PT. Telkom Akses
Solo. This research uses quantitative methods and questionnaires as data retrieval tool. This study uses multiple
regression techniques and data processed using Microsoft Excel or IBM SPSS 22. The Results have shown that
socialization, externalization, combination, and internalization have a significant effect on employees
performance either simultaneously or partially.
Keywords. Knowledge management, socialization, externalization, combination, internalization, performance
measures

I.

INTRODUCTION
In this modern era, globalization becomes a challenge to any company or industry.
Basically, any company or organization wants to be the number one company in its field and
be a company that continues to grow. The number of companies competing to make the need
for a Human Resources (HR) quality continues to increase, so we need a strategy to develop
human resources in order to improve competitiveness and have a competitive advantage.
Human Resources a key success factor of a company or organization, because human
knowledge is able to find a new idea or a new strategy for the advancement of the company
or organization. One of the best strategies to enhance the competitiveness of the company is
to maximize knowledge assets. Knowledge is very important to be managed in the era of
globalization.
Applying Knowledge Management will be able to improve employee performance and
lead to increased performance of the company as well. Research conducted by Kosasih [3]
shows that knowledge management indirectly affect employee performance. In addition to
the research Nasser et al [4] knowledge management capabilities has a positive correlation to
the performance at 1% level of significance, which indicates a good influence between
knowledge management capabilities with the company's performance.
Other research results studied by Ahmed et al [1] shows the results indicate that the
activity of knowledge management as knowledge acquisition, knowledge conversion,
knowledge application and knowledge protection resulted in a quality service to customers,
high customer satisfaction, efficiency in resource utilization , higher profits and improved
overall organizational performance.
Being aware of the phenomenon, PT. Telkom akses into one company in Indonesia that
have implemented knowledge management. PT. Telkom Akses is a subsidiary of PT.
Telekomunikasi Indonesia, Tbk. PT. Telkom Akses is still relatively new in applying
knowledge management for this new company established in 2012. PT. Telkom Akses Solo
is the author‘s object of the research, They apply knowledge mangement aimed at improving
skill or ability of employees to be competitive in a globalized world.
Purpose of this research was to find how much is the influence of knowledge
management on employees performance either simultaneously or partially.

II.

SUPPORTING THEORY
A. Knowledge Management Definitions
To enrich understanding, Tannebaum in Nawawi [5] provides the definition of the various
formulations to provide an understanding of knowledge management as follows:
1. Knowledge Management includes the processes taking, organizing, storing and
accessing information to create knowledge, with appropriate use of information
technology to support knowledge management such as computers, will teteapi
knowledge management is not concerned about the information technology.
2. Knowledge management includes sharing knowledge. Efforts to manage knowledge
will fail without any knowledge sharing. Dynamics and practices as payroll system can
also affect the process of sharing knowledge. Cultural and social aspects of becoming
a significant challenge in managing knowledge.
3. Knowledge management involves the knowledge possessed by a person. Organizations
will need people who are competent in using and understanding the information
effectively. Organizations concerned with the people to be able to provide innovation
and guidance to the organization. In addition, the organization is also concerned about
persoaalan expertise to provide input for applying knowledge management. As part of
the authority of knowledge management, organizations should consider ways to
attract, develop, and maintain knowledge of its members.
4. Knowledge management involves in terms of improving organizational effectiveness.
Knowledge management is believed to contribute to the strength and success of the
company. To measure the intellectual assets and to assess the effectiveness of
knowledge management should be able to help members understand the knowledge
management area that has been done.
B. Benefits of Knowledge Management
Wiig in Nasser, et al. [4] states that knowledge management has the first purpose to
facilitate the organization to be able to act intelligently, then to protect the viability and
success, and the second to create an organization able to realize the best value from
knowledge assets.
While the advantages or benefits of knowledge management in the organization,
according Nawawi [5] is as follows:1. Improving the quality of decision making; 2.
Improving the quality of customer handling; 3. Accelerate response to critical business
issues; 4. Improve the skills of employees; 5. Increase productivity; 6. Increase profit; 7.
Increase the variety of best practices; 8. Reduce costs; 9. Improve collaboration within the
enterprise; 10. How it works better; 11. Increase market share; 12. Creating new business
opportunities; 13. Enhancing the development of new products; 14. The system better
employee retention; 15. Enhance products and services.
C. Knowledge Management Model
According to Nonaka and Takeuchi in Dalkir [2], there are four models of knowledge
management, which are :
1. Socialization: The process of socialization within the organization is one done through
face to face meetings that is natural, and usually in the form of social interaction. This
involves understanding through the sharing of mental models, mentoring interactions,
brainstorming to get new ideas, and so on. Socialization is one of the easiest to
exchange knowledge as is natural while being assembled or engaged in an emergent
meeting.
2. externalization: Externalization is the process of converting tacit knowledge into
explicit. Tacit knowledge can be written, recorded, or made more real or concrete in a
variety of ways. In this case the intermediary is required to convert from tacit to
explicit knowledge in order to extract, modeling, and synthesize in some way (format,

duration or length, level of detail, and others), thereby increasing the scope. After
making the externalization of knowledge into real and permanent, it can be easier to be
shared and utilized by the organization.
3. Combination: Combination is the process of transforming knowledge from explicit to
explicit. The process combines a variety of explicit knowledge into a new form. The
new form can be the review report, trends analysis, a brief executive summary, or a
new database for organizing content. No new knowledge is created, only new
combinations or representation of knowledge that already exists or is already explicit.
In other words, the combination occurs when Konse-concept is sorted and arranged
systematically in the knowledge system.
4. Internalization: Internalization is the process of converting knowledge from tacit to
explicit. Internalization of integrating experience, either individually or jointly and
insights into individual mental models. Triggers on the internalization process is
related to the concept of "learning by doing". After the process of internalization, new
knowledge is then used employees expand their knowledge, extend, and reframe. This
will make employees understand, learn, and apply new knowledge. This is a
manifestation of the changes observed so that the employee is able to work and their
tasks in different ways
D. Performance Assessment Definitions
The performance assessment is an important procedure for management that are used to
explain the objectives and performance standards and is able to motivate one's performance
the next time. Working performance of the basis for decision-making that will affect salary,
dismissal, promotion, training, transfer, and other employment conditions [6].
Fahmi [7] argues that performance appraisal is an assessment made against the
management company either employees or managers during the period had been doing his
job. From the definition above can be concluded that the performance appraisal is the process
of evaluating the performance of employees in an organization that is committed by certain
parties and can affect salary, dismissal, transfer of employees, and several other aspects.
E. Performance Measures
According Bernardin in Kosasih [3], explained that there are six basic criteria for
assessing the performance of employees:
1. Quality : Size at which the procedure or adjustment in the ideal model in run activities
or fulfill activities compatible with the goals.
2. Quantity : Quantity produced or formed through the value of the currency, the quantity
of units, or quantity of cycles of activity that has been completed.
3. Timeliness : The size of which the activities have been completed with a faster time
than that specified and maximize the time to be used on other activities.
4. Cost Effectiveness : A measure in which the use of company resources are tangible
human, financial, technological, which are then utilized and maximized useful to
obtain maximum results and minimize the disadvantages of each unit.
5. Need for Supervision : A measure in which an employee is able to complete each task
without help or guidance from superiors.
6. Interpersonal Impact : Size where employees feel confident, have good willpower, and
able to work together in a team or co-workers

F. Conceptual Framework

Figure 1. Conceptual Framework of Research

III.

RESEARCH METHODOLOGY
A. Characteristics of The Research
Based on this research method, this research is quantitative research. Quantitative
methods are called traditional methods, because this method is long enough to use and
already become a tradition. This method is called method poitivistik because it is based on
the philosophy of positivism. This method is a scientific method because it has met scientific
characteristics that concrete, objective, measurable, rational, and systematic. This method is
called discovery method because this method is able to find and develop new science and
technology. This method is called quantitative methods for research data and analysis using
statistical figures [8].
Based on the objective of this research, this research is a descriptive study, according
Sugiyono [8] descriptive research has the objective to describe an object or activity to the
attention of researchers. Descriptive research can be thesis or research intermediaries for
further research and descriptive research beneficial to those who make policy and planning.
For the type of investigation of this study is a correlational study to measure the
relationship between knowledge management and employee performance. Then based on the
unit of analysis of this research is the study individually. While based on the timing of this
study was cross sectional study.
B. Data Collection
The population in this research is technician at PT. Telkom Akses Solo. In this study the
authors using sampling techniques such as nonprobability sampling. Methods of data
collection by the author by distributing questionnaires to be filled in by the respondent.
The scale of measurement used in this research is the ordinal scale and scaling method
used in this research used a Likert scale. In this study the authors used four score levels,
which are Strongly Agree, Agree, Disagree, and Strongly Disagree.

C. Validity and Reliability
In this research the authors measure the validity of the questionnaire item by using IBM
SPSS software 22. Once measured and seen the value of r and r-table count every item
questionnaire. This research uses a significance level of 5% (α = 0.05), with respondents to
test are 30 people, the obtained value of r table 0.361. If the value of r is bigger than r table
the item questionnaires valid, and if the value of r count is smaller than r table the item
questionnaire is not valid. All of the items used in the research are valid.
For the reliability tests, the authors measured using IBM SPSS 22 by using reliability
analysis with Cronbach alpha technique. According Darmawan [9] if the coefficient obtained
> 0.60, it means the research instruments reliable.
Table 1. Reliability Test Results
Cronbach‘s
Alpha
Socialization
0.805
Externalization 0.698
Combination
0.753
Internalization 0.744
Performance
0.816
Measures
Variable

Total
Item
6
5
3
4
24

Explanation
Reliable
Reliable
Reliable
Reliable
Reliable

The results have shown that all variables had a Cronbach Alpha values above 0.60. It
means variable socialization, externalization, combination, internalization, and employee
performance are reliable.
IV.

RESULTS AND DISCUSSIONS
A. Normality Test

Figure 2. Normality Test of Research
From the figure above shows that the distribution pattern close to normal, but if the
normal conclusion whether or not the data is only seen from the histogram graph, it is too
subjective. To strengthen the visual test results are presented in the histogram and normal
probability plot graph above, can be used Kolmogorov-Smirnov test. If the probability value

is greater than 0.05, it can be concluded that the residual in the regression model are normally
distributed. The hypothesis tested was as follows
H0: normal distribution data
H1: Data is not normal
α = 5%
Test criteria: H0 rejected if the p-value < α
By using IBM SPSS version 22 program obtained test results kolmogorof-smirnof (K-S)
of the sample showed on Table 2.
Table 2. Kolgomorov-Smirnov Test Results

Based on Kolmogorov Smirnov test shows that the significance value of 0.200 is greater
than 0.05. It means can be concluded that the distribution of data is normal, so that the model
meets one of the assumptions to do regression testing.
B. Regression Model
By using the IBM SPSS software, the output obtained multiple linear regression
calculation results showed on Table 3.
Table 3. Multiple Linear Regression
Model

Unstandardized Coefficients

1 Constant
Socialization
Externalization
Combination
Internalization

B
13.849
0.665
0.947
1.072
1.059

Std. Error
5.255
0.307
0.428
0.505
0.419

Standardized
Coefficients
Beta
0.284
0.271
0.274
0.313

Dependent Variable: Performance Measures
Based on output of table VIII can be a constant value and the regression coefficients so
that it can be formed of multiple linear regression equation as:
Y = 13.489+ 0.665(X1) + 0.947(X2) + 1.072(X3) + 1.059(X4)
Based on the regression equation above can be seen that the constant value is 13 489
which represents the average score of the performance of the employee if the variable
socialization, externalization, combination, and Internalization worth 0. Note also that the
variable socialization, externalization, combination, and Internalization have a positive
influence shows that increased scores by one unit in the variable, while the other variables
constant, the performance of employees will be increased by regression coefficient
respectively.

C. Correlation Coefficient Analysis
Table 4. Correlation Coefficient Analysis Results
Variable

Value of r

p-value

Explanation

Employee Performance

Socialization

0.677

<0.001

High

Employee Performance

Externalization

0.629

<0.001

High

Employee Performance

Combination

0.655

<0.001

High

Employee Performance

Internalization

0.660

<0.001

High

Variable socialization, externalization, combination, and Internalization have a strong
relationship where socialization variables are variables that have the highest level of
closeness compared to other variables.
D. Coefficient of Determination
Table 5. Coefficient of Determination (R2) Results
Model

R

R square

1

0.865

0.748

Adjusted
R Square
0.708

Std. Error of
the estimate
4.608

The coefficient of determination (R2) is 0.748. In other words, it shows that a large
percentage of variation of the employee's performance can be explained by the variation of
the four independent variables that Socialization, externalization, Combination,
Internalization amounted to 74.8%, while the remaining amount (1-R2) = 25.2% explained by
causes other outside the model.
E. F-Test
Table 6. F-Test Results
Model
Regression
Residual
Total

Sum of
Squares
1577.377
530.936
2108.273

Df
4
25
29

Mean
Square
394.334
21.237

F

Sig.

18.568

.000

Based on the table above obtained calculated F value of 18 568 with alpha = 0:05 and the
degree of freedom v1 = k = 4 and v1 = n - (k + 1) = 30- (4 + 1) = 25, then obtained F table
2.76. The F value is greater than F table (18.568 > 2.76), other than that obtained results of
significant value 0,000 lower than the level of belief (0.000 <0.05), so that H1 is accepted.
Thus, it can be concluded socialization, externalization, combination, and internalization have
a significant effect simultaneously on employee performance

F. T-Test
Table 7. T-Test Results
Model

Constant
Socialization
Externalization
Combination
Internalization

Unstandardized
Coefficients
B
Std.
Error
13.849
5.255
0.665
0.307
0.947
0.428
1.072
0.505
1.059
0.419

t

Sig.

2.567
2.164
2.215
2.122
2.524

0.017
0.040
0.036
0.044
0.018

The significance level (α) is 5% and the degrees of freedom (df) = n (k + 1) = 30- (4 + 1)
= 25 was found t table of distribution t table value is 2,059. The table shows that the t value
of each variable is higher than t-table. It means socialization, externalization, combination,
and internalization have a significant effect partially on employee performance.
G. The Influence Of Knowledge Management On Employee Performance
1. The influence of socialization on employee performance: For the first results are the
influence of socialization on employee performance, found that t value > t-table
2.164> 2.059, in addition to the known p-value (0.040) <0.05. It means that H1 is
accepted, which means that socialization has significant effect on the performance of
employees with positive direction. It shows that the better socialization applied will
impact on employees performance to get higher, and the lower of socialization
applied will impact on employees performance to get lower.
2. The influence of externalization on employee performance: For the second results are
the influence of externalization on employee performance, found that t value > t-table,
2.215> 2.059, in addition to the known p-value (0.036) <0.05. It means that H2 is
accepted, which means that externalization has significant effect on the performance
of employees with positive direction. It shows that the better externalization applied
will impact on employees performance to get higher, and the lower of externalization
applied will impact on employees performance to get lower.
3. The influence of combination on employee performance: For the third results are the
influence of socialization on employee performance, found that t value > t-table
2.122> 2.059, in addition to the known p-value (0.044) <0.05. It means that H3 is
accepted, which means that combination has significant effect on the performance of
employees with positive direction. It shows that the better socialization applied will
impact on employees performance to get higher, and the lower of socialization
applied will impact on employees performance to get lower.
4. The influence of internalization on employee performance: For the fourth results are
the influence of externalization on employee performance, found that t value > t-table,
2.524> 2.059, in addition to the known p-value (0.018) <0.05. It means that H4 is
accepted, which means that internalization has significant effect on the performance
of employees with positive direction. It shows that the better externalization applied
will impact on employees performance to get higher, and the lower of externalization
applied will impact on performance employees to get lower.
5. The influence of knowledge management (socialization, externalization, combination,
internalization) on employee performance: Knowledge management model such as
socialization, externalization, combination, and internalization have a significant
effect simultaneously on employee performance. It shows that the better knowledge
management applied will impact on employees performance to get higher, and the

lower of knowledge management applied will impact on employees performance to
get lower.

V.

CONCLUSIONS
This research aims to determine the influence of Knowledge Management that divided
into 4 variables which are socialization, externalization, combination, and Internalization
either simultaneously or partially on Employee Performance (Technician) at PT. Telkom
Akses Solo. The Results have shown that socialization, externalization, combination, and
internalization have a significant effect on employees performance either simultaneously or
partially. The most dominant factor in knowledge management that impact on employees
performance is socialization. This is because sharing sessions and training on access learning
academy that owned by PT. Telkom Akses Solo strongly supports the process to improve
performance. This research has limitations, the number of the respondents are small, it makes
impossible to generalize.
For further research, the authors suggest to do research by increasing the number of
respondents that can give more accurate results, and the authors expected to do research by
linking knowledge management with other aspects.
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Cataalyst Method to Motivate Students Communication
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Abstract. There are many problems on lecturing method in Higher Education level. The general problem faced
by the students is the lack of confident to express their opinion liberally. They prefer to listen rather than
express their argument at class. Thus, the critical power of students needs to be sharpening to challenge social
phenomenon among them. I recommend the CATAALYST method to be applied in the research. The numbers of
classes that had been involved were three classes. I had done the observation to the three classes before
applying the CATAALYST method. It was a method of using the Internet technology by combining lecturerstudents’ proximity. I used descriptive case study to elaborate the CATAALYST Method for the whole semester.
The result found that this CATAALYST Method proved successfully in sharpening student’s critical power. The
evaluation of its success was shown on the answer sheet of Middle Test and Final Test. Their answers used
critical perspective in the test. The Focus Group Discussion at class really helped them to build courage in
delivering critical argument orally and written.
Keywords. Cataalyst Method, Critical Thinking, Communication Interactivity

1. INTRODUCTION
A creative lecturing method in a Higher Education level is sometime seen to be a
complimentary way by the lecturer. In fact, it can boost the motivation of the students to
internalize the subject. As a research from Sajjad (2010), various method of lecturing was
explained in many ways. In Sajjad previous research, most of the students rated lecture
method as the best teaching method. The lecturer provides all knowledge related to the topic.
It is time saving because the students only listen the lecture and take notes. The group
discussion was rated as the second-best method of teaching. The students do not have to rely
on note learning and it develops creativity among students.
Unfortunately, Sajjad research is debatable to my own research project of creative
lecturing method. The lecturing method that Sajjad mentioned as the best method is not
really appropriate. Based on my research, some lack ness was found on lecturing method.
The students‘ minimum numbers were below the average scores. Most of them were not
confident enough to express their opinion liberally. They prefer to listen rather than express
their argument. After all, the lecturers get more value from the results of written
assignments, middle examination test and final examination test.
The class subject that I took is Communication Psychology. It is a subject that related to
daily phenomenon. Thus, the critical power of students needs to be sharpening in analyzing a
challenging social phenomenon among them. This Communication Psychology subject is a
mandatory course for every student majoring Communication Studies. The students need to
understand the subject both theoretically and practically.
So, I recommend the
CATAALYST method to be applied on my research.
The numbers of classes that have been involved in this research were 3 classes. I do the
observation to the 3 classes before applying the CATAALYST method. It is a method of
using the Internet technology by combining lecturer-students‘ proximity. The lecturer
allowed all students to use their freedom of speech, surfed the internet using the phone or tab

to collect authentic data with the latest news updates associated with psychological theory of
communication, and published it to each group blog.
The type of student who already got the CATAALYST method was divided into two
types. There were Adaptive Type and Supportive Type. The Adaptive Type was not too
difficult to follow the pattern of teaching materials using internet technology in order to issue
a critical argument in class. As for the types of Supportive Type students, they should be
encouraged even persuaded repeatedly to voice their opinions, even for a single sentence.
They were in shock by the accustomed of lecturer teaching pattern centered in CATAALYST
method. It was because they were already accustomed to have lecture method by listening to
lecturer speech. The application of CATAALYST method at class was still being considered
as a new thing. In the context of communication field, this form of communication method
was not yet to be explored. While having critical communication point of view was the
milestones key to digest the theories.
The students found that CATAALYST method was a new thing for them. It was
conducted through focus group discussions in the classroom. In the beginning, they were
reluctant to communicate in critical way. But after a long period, the intense of interaction
between the lecturer and students were wide opened. They discussed the individual tasks
from their essay.
These essays were performed from their tasks. The essay content mainly talked about the
phenomena occurred around the psychology of communication. The essay should be in two
pages long by inserting the analysis of psychological theories of communication. Before
discussing at class, it must be published in Personal Blog and Kompasiana internet sites
account first. As a researcher, I only serve as moderator who controls the students‘
discussion at class. I also helped to open critical perspective students to dare to argue in
front of their friends.
There were 40 essays for each class in the range of 7 meetings. Thus, the total essays on
the blog were 120 written essays. One of the goals of CATAALLYST was to increase the
confident and critical perspective of the students. The essay characteristic must be critical,
original, real-time, critical point of view, and cannot be a copycat from another blog essay.
The combination of materials and methods CATAALYST in the Internet technology have
increased student critically on social awareness about actual phenomenon in society. So, the
research problem in this study is ―How does the Application of CATAALYST Method in
Increasing Students Critical Thought to Find the Solution of Actual Phenomenon?‖
Objective of the Study
The general objective of this research is to improve students' critical reasoning ability.
The class subject to be chosen is Communication Psychology course. It is the foundation of
communication ontology to build the effective communicators by using intelligent reasoning
on Actual Problems Phenomena.

II. LITERATURE REVIEW
The teaching and learning process at Higher University level in Indonesia is not really
sharpened students critical thought. As a research from Slameto (2014), Indonesian
education system does not really teach on how to think critically. On Slameto‘s research,
teacher played in the context of curriculum, learning and evaluation. It arouses the results
from World Bank that the Indonesian teachers are the lowest in Asia as its role to be the agent
of change, have the very low productivity, and many factors that influence them. It is
associated with the development of critical thinking, the practice of teaching and learning by

teachers in primary schools, encouraging the achievement of the necessary critical thinking
skills. Teachers have to complete the target of extensive material. It makes them getting
focused on the completion of the materials. The teachers are lack of understanding about the
teaching methods which cannot improve critical thinking skills.
The method to sharpen critical thinking to the students can be in various ways.
Supratman (2015) has also done a research in delivering the material to the students through
seating arrangement. Lucy has done her research to the classroom with circle style of seating
arrangement. The students mentioned it very helpful to catch the material. Rather than doing
the seating with classical style like rows seating arrangement style, circle style is more
interested for the students. Rows seating arrangement locate the teacher at the front, and the
interaction is less among the students. This is the alternative solution to motivate the
student‘s communication interactivity.

III. RESEARCH MODEL
CATTALYST method is a continuation of Classroom Aggregation Technology for
activating and assessing Learning and Youth Student 'Thinking. According Yosal (2014: 205)
learning model is an extension of the previous models response system technology. Thus,
these models incorporate components that could be expanded in certain subjects. The ability
of this model allows lecturers to deliver material effectively by the assistance of technology.
This method reflects democratic and freedom of speech learning environment that allows
learners control over the fulfillment of emotional needs, expand critical analysis which
involved emotionally, and mentally. One important element related to this strategy is how to
arrange the environment. It should be in a fun activity, motivating and exciting for students.
This element is often overlooked in today's learning management.

IV. FINDING AND DISCUSSION
The CATAALYST method is one of the teaching methods that I choose to be applied in
social classes. CATAALYST which is a continuation of the Classroom Aggregation
Technology for Activating and Assessing Learning and Youth Student's Thinking), is a
method that combines the use of Internet technology to help students to use their critical
resources as learning goals in the classroom. Internet technology in this case is a tool that
helps the learning process. The use of Blogspot as a real task, and Kompasiana account as
well as final grades helps the student to pour their critical thinking. It can be an indicator of
students‘ achievement to have an out of box thought. The data will be collected through
observation sheets, field notes, as well as interview techniques with students. This research
was conducted in three classes of Communication Studies, Faculty of Communication and
Business, Telkom University. Here are the names of the classes:
Course
Communication
Psychology
Communication
Psychology
Communication
Psychology

Class
KM 38 MC3

Day
Monday

Time
14.30-16.30

Course Id
SK311032

Room
KB1.04.07

KM 38 BR2

Tuesday

10.30-12.30

SK311032

KB1.04.08

KM 38 MC1

Tuesday

08.30-10.30

SK311032

KB1.03.05

The time planning of this research was started at the beginning of the first semester in
August 2015 to January 2016. The number of students in the class is 39 students at MC1, 41
students at MC3, and 40 students at BR2. The following table research subjects were used as
data analysis in this research.
Class

Student Numbers

Schedule

KM-38-MC3

41 Students

Monday, 14.30-16.30

KM-38-MC1

39 Students

Tuesday, 08.30-10.30

KM-38-BR2

40 Students

Tuesday, 10.30-12.30

Based on the observations in the first meeting, the level of critical thinking skills students
were not sharpened yet. The atmosphere of all classes was not alive. The learning
environment in the classroom is very monotonous because it is dominated by an active
lecturer who gives the speech a whole credit semester. The lecturer opened up the discussion;
there were only few students who dare to express their thoughts at class. Throughout the
second term, the students who actively participated at class were still dominated by the same
people. On the next meeting, the classes started to pay great attention to the matter of
communication psychology. This is because the lecturer began with a discussion of a true
story about a boy who starved and caged-brackets for months by his mother. The lecturer
explained the true story of a boy by inserting communication theories. This story was told by
displaying the video news from television Malaysia. It was taken from YouTube in 2015.
The duration of this video is eight minutes. After watching it, the lecturer narrated again in
theoretically way. It takes two credits to enliven the discussion about the boy. Here is the
capture of video image related to the subject of communication psychology.

The Image Crop is taken from YouTube
The purpose of video use via YouTube is the introduction to the students about
CATAALYST Method. These cycles were continued to the next step of CATAALYST for
six weeks. The result was astonishing. Students score in activeness at class showed a good
progress. They are willing to play an active role in all discussions. Not only a serious
discussion about a topic we got from YouTube, but also news online sites became the topic to
be discussed. At the second term after the mid test, all students are assigned to make blogs.

Result from the discussion at class should be published online. Here are the lists of students
Blog:
Class KM-38-MC3
BlogSpot Name
1. kelompoksatupsikom.blogspot.com
2. psycomtwee.blogspot.com
3. psychomanalyst.blogspot.com
4. wernumber4.blogspot.com
5. psycomfive.blogspot.com

Class KM-38-MC1
BlogSpot Name
1. agile8ee.blogspot.com
2. mahasiswabijak.blogspot.co.id
3. psikom-3.blogspot.com
4. initehtugasku.blogspot.com
5. blogpsikom.wordpress.com

Class KM-38-BR2
BlogSpot Name
1. psikom1.wordpress.com
2. psikologikomunikasi2.wordpress.com
3. kelompok3telu.wordpress.com
4. ourpsycologycommunication.blogspot.co.id
5. ourblogexperience.blogspot.co.id

THE CAPTION BLOG OF MC3 CLASS, MC1 CLASS AND BR2 CLASS

The content of their blog mostly had the critical content to an issue. Task essay blogs had
four criteria of assessment. The content should be real-time (10%), critical analysis (30%),
the insertion of psychological theory of communication (30%), and the solutions to these
problems (30%). The score is not in number, but is a statement. The score statement is
divided into 5 categories. The first category is ‗Excellent Analysis' with the translation as
follows: online news sources is validated properly, the content should be in actual news,
comprehensive analysis by taking the case of online news and analyzed using psychological
theories of communication, critical thinking in discussion analysis, involving conclusions or
suggestions. The second category is 'Wonderful analysis' with the translation as follow: the
explanation only using the theory of communication and discussion of critical only. The third
category is 'Good analysis' with the translation as follow: delivering the analysis using the
theory without wrapped it in critical analysis. The fourth category is 'shallow critical analysis'
with the translation as follow: narrating the phenomenon but no explanation of the theory and
discussion. The last category is 'Zero analysis' with the translation of news online content
only.
BLOG OF CRITICAL ESSAY AT MC 3 CLASS
Name

Topic of Critical
Essay

Title

Score

Della Riatri P
Emiliana Sari Intan

Politic
Social

Excellent Analysis
Excellent Analysis

Vanita Maya

Social

Ryan Kurnia

Ideology

Tewasnya Salim Kancil di Desa Lumajang
Mengenaskan, usia 5 tahun menjadi
korban pelecehan seksual
Broken Home of Azkanio Nikola (Deddy
Corbuzier Son)
Kegilaan Sasaeng Fans, dari urin sampai
darah menstruasi

Clarista Anjelin

Social

Excellent Analysis

Luh Putu Intan Utari
Azhari Bevarlia

Culture
Social

Dessy Nurul Utami
Fitri Permata Sari

Social
Social

Mahasiswa Gantung Diri, Terungkap
Dalam Surat
Pro dan Kontra Reklamasi Bali
Dokter Muda Meningal Muda, Cerita Pilu
dari Tanah Maluku
Pembunuhan Angeline Terungkap
Terapi Kematian

Alia Rachmayani
Astrid
Benedita
Azhari
Faradilla Ghassani A
Della
Khadijjah
Chrisma A
Revina
Paradita
Haptari
Karina Banowati
Peggy Jatvika
M Hanif Azhar
Cardina Novianty
Shabrina Lathifia A
Lerry Auditio
Khoiriyah Nurul Y
Vita Rosalinda
Ivalia Rizkita Putri
Ardwin Fauzan

Social
Politic

Syahrini dan Kehidupan Cetar
Hukuman Kebiri bagi Pelaku Pedofilia

Wonderful Analysis
Wonderful Analysis

Ideology
Economy

Kaum Homoseksual
Pro Kontra Ojek dan Taksi Online

Wonderful Analysis
Wonderful Analysis

Ideology

Melihat Prinsip Gusti Nurul, Menolak
Poligami Karena Tak Sudi Sakiti Sesama
Pemutarbalikan Fakta Berujung Fitnah
Kang Emil dan Warga Bandung
PSSI vs Kemenpora
Pahlawan Tanpa Tanda Jasa
Lesbian, Gender, Biseksuan, Transgender
Konflik Tolikara Papua
Gerakan Fatah dalam Otoritas Palestina
Modus Pencurian Puluhan Motor Sport
Penjualan Mucikari Artis
ABG Ditodong Sekelompok Pemuda saat

Wonderful Analysis

Politic
Culture
Politic
Ideology
Social
Politic
Politic
Social
Social
Social

Excellent Analysis
Excellent Analysis

Excellent Analysis
Excellent Analysis
Excellent Analysis
Excellent Analysis

Wonderful Analysis
Wonderful Analysis
Wonderful Analysis
Wonderful Analysis
Wonderful Analysis
Good Analysis
Shallow Analysis
Good Analysis
Good Analysis
Good Analysis

Bintang Aria
Adiana Kamilia

Ideology
Politic

Raihan Azhara Azed

Social

Khadijah Nur Azizah
Cahyadi Fajarianto

Politic
Social

Aulia Fairuz

Politic

Anisya Wulandari
Fika Dahlia

Social
Politic

Delmia Wahyudin

Social

Anisah Ulfah

Social

Rr Hanindyta Khansa
Rahadian Dendy

Politic
Culture

CFD di bundaran HI
Mengapa ISIS selalu disangka muslim?
Muslim Australia Tak Terlindung Secara
Maksimal
Kurang Bantuan Makanan dari Polisi,
Ratusan Kader HMI ‗Ngamuk‘
Makna Dibalik Sirat Edaran Kapolri
Tertagkapnya Pelaku Penipuan SMS
(Mama Minta Pulsa)
Bencana atau Tragedi Sampan di Bantaran
Kali Krukut
Gelar Mogok Nasional
Irjen Djoko Susilo Divonis 10 tahun
penjara
Nasib Tempat Pembuangan Akhir
Bantargebang
Basuki
Thahja
Purnama
Meminta
Sertifikat Imunisasi untuk anak SD
Teror Paris-Perancis Bom ibukota ISIS
Valentino Rossi vs Marq Marquez

BLOG OF CRITICAL ESSAY AT MC 1 CLASS
Name
Topic of Critical
Title
Essay
Vega Febriana
Culture
Pola asuh anak modern
Sarah Fuji Ghassani
Social
Adit Mengaku Bibir dan Lidahnya
Digunting Sang Ibu
Randhitya Maulaa
Social
Insiden Rossi vs Marquez di Sepang
Malysia
Muhammad
Abbi Politic
Presiden Perancis: Teror Paris Dilakukan
Yafi
ISIS
Rizky Audina
Social
Partai Final MotoGP Valencis 2015
Mutia Saputri
Social
Penembokan Rumah Warga Bukit Mas
Bintaro
Rizky Rahmawati
Politic
Insiden Perancis oleh ISIS
Nabilah Zahidah
Social
HAM Terhadap Pramugrai Sriwijaya Air
Dwiki Kusuma Ajie
Social
Desahan pramugrai Lion Air
Febby Felicity
Ideology
Kecam Terorisme, Hacker Anonymous
Nyatakan Perang dengan ISIS
Jade Putra
Culture
Prostitusi Online Twitter
Tinka Fakhriana
Culture
Kepolosan Orang Rimba Jambi
Nabilla
Juita Ideology
Homophobic, Rasisme dan Etnosentrisme
Amanda
Agama
Nadia Disty
Politic
Pasca Serangan Paris, Keamanan RI
diperketat
Adhara Mayshara
Culture
Kesan Angket Tutupi Pengetahuan Sejarh
Lawang Sewu
Hannika Fasya
Social
Pembunujan Ibu dan Anak di Cakung,
Jakarta Timur
Syifaul Fauziyah
Politic
Pengembangan Pasir di Desa Selok Awarawar
Putu Feby Sukma
Politic
Reklamasi Teluk Jakarta, 17 Pulau Baru
Cut Teuleut
Politic
Pencatutan Nama Presiden dalam Lobi
Perpanjangan Kontrak Freeport
Siska Merdekawati
Culture
Kisruh Foto Jokowi dan Suku Anak Dalam
Shafira Wahdini
Politic
Teror di Kota Paris
Nanda Tri Mahar
Culture
Manusia 01 atau diantaranya

Good Analysis
Good Analysis
Good Analysis
Good Analysis
Good Analysis
Good Analysis
Good Analysis
Good Analysis
Wonderful Analysis
Good Analysis
Good Analysis
Wonderful Analysis

Score
Good Analysis
Good Analysis
Shallow Analysis
Shallow Analysis
Shallow Analysis
Shallow Analysis
Shallow Analysis
Shallow Analysis
Good Analysis
Shallow Analysis
Shallow Analysis
Shallow Analysis
Shallow Analysis
Shallow Analysis
Excellent Analysis
Excellent Analysis
Excellent Analysis
Excellent Analysis
Excellent Analysis
Excellent Analysis
Excellent Analysis
Excellent Analysis

Josephine Felicia
Mochamad Andhika

Politic
Social

Nia Maesaroh
Lyza Audina
Fatly Maynargi

Social
Social
Social

Nancy Citra
Nurchelly Rahmah

Social
Politic

Pitthauly Haomasan

Politic

Nabila Safitri

Social

Pravithea Adhiatma
Siti Sarah Dwi

Politic
Social

Wigo Mardana Pinky
Devi Oktaviani

Social
Ideology

Afif Sutanto

Social

Keadilan Ujung Tombak Keamanan
Playmaker Persib Bandung Makan Konate
Hanya Bermain di Fase Grup
Desahan Kopilot Lion Air
Modus Kejahatan Mama Minta Pulsa
Gara-gara Nasi Goreng, Adik Tikam
Kakak Hingga Tewas
Mahasiswa Bunuh Diri di Kamar Kos
Penembakan Warga Sipil oleh TNI

Excellent Analysis
Excellent Analysis

Kriminalitas di Kantor Gojek, Kawasan
Kemang
Rossi Sempat ‗Hancur‖, Sudah Kembali
Termotivasi
Aung San Suu Kyi dan Myanmar
Permasalahan Sampah Diantara Petinggi
Pemerintahan
Polisi Tembak Mati Tahanan Kabur
Pandangan Masyarakat Perancis terhadap
Islam
Aksi Peluk Penuh Haru Muslim Perancis
di Dekat Lokasi Teror Paris

Wonderful Analysis

Excellent Analysis
Wonderful Analysis
Wonderful Analysis
Wonderful Analysis
Wonderful Analysis

Wonderful Analysis
Good Analysis
Good Analysis
Good Analysis
Good Analysis
Good Analysis

BLOG OF CRITICAL ESSAY AT BR 2 CLASS
Name
Alisa Aulia
Ayunindya Annistri

Topic of Critical
Essay
Politic
Politic

Nurul Nadia Binti
Mohd Azmi
Salma Kharisma

Politic

Erna Diani

Ideology

Ilham Batara

Politic

Velinda Cahyanisa

Politic

M Almer Azkari

Politic

Galih Pramana

Politic

Muhammad Anugrah
Ksatrio
Prayudi Mawardi

Culture

Ricci Ardiansyah

Social

Yovan

Social

Mohammad Fahrizal
Ienas Fauziyah

Social
Politic

Nurmila

Politic

Hamidah

Social

Social

Title

Score

Klaim Baru Terhadap Cina Selatan
Kerugian negara akibat Pajak
Meningkat 132 Persen
Domestic Law of Sotheast Asia

Wonderful Analysis
Wonderful Analysis

Fiktif

Wonderful Analysis

Badan Nasional Penanggulan Bencana
Angin Putting Beliung Merilis Data
Korban
Pengabdian Din Syamsuddin rela turun
pangkat demi muhammadiyah
Jokowi Digugat Karena Perpanjang
Kontrak Freeport

Wonderful Analysis

Polisi klaim tidak pernah halangi jurnalis
asing di papua
Ahok: Mobil orang bekasi dan bogor
dilarang masuk Jakarta
Panen melimpah, petani banyumas ikut
menolak impor beras
Ulah-ulah Nakal Driver Go-Jek

Good analysis

Ngawi Dilanda Putting Beliung, 20 rumah
roboh
Soal Desahan dan Pramugrari Janda,
Kopilot Lion Air Diskors
Mobil Terbakar di Tol Jakarta-Cikampek,
Lalu Lintas Macet 1 KM
Sky Bridge di Bandung
Jusuf Kalla: Kasus Freeport adalah skandal
terbesar dalam sejarah RI
Bentrok di Bundaran HI, Polisi Tembakan

Good analysis

Wonderful Analysis
Wonderful Analysis

Good analysis
Good analysis
Good analysis

Good analysis
Good analysis
Good analysis
Good analysis
Good analysis

Ardi
Graca Maria
Vera Nurkaolin

Politic
Social

Baby Puteri Delani

Politic

M Irfan Maulana

Social

Devi Kharisma

Politic

Fauzul Adkhaf Azif

Social

Bella Rahmatunisa
Rinaldy
Danis
Harzandy
Baiq
Shanazt
Quamilla
Monica
Fadilla
Suska
Clara Bella Julia

Politic
Culture

Siti Nurushobah
Anisa Fania

Politic
Politic

Delvy Winda

Social

Zafirah
Ridwan
Fitri Soraya

Ayuni

Social
Culture
Social

Social
Politic

Ana Nursyifa

Ideology

Nur Adawiah binti
Mohamed
Fiqie Lavani Melano

Culture
Social

Gas Air Mata
Rekening Gendut Perwira Polisi
Pria-pria penikmat layanan abg bertarif 1,5
juta di depok
Setya Novanto menjual nama presiden
Jokowi
Gara-gara Facebook masuk penjara

Good analysis
Good analysis
Good analysis
Good analysis

Kenaikan tunjangan anggota DPR tuai
kritik
Adik tikam kakak kandung hingga tewas
karena nasi goreng
Polisi tangkap sindikat penipuan pejabat
Satgas Bersiap menyambut banjir

Excellent Analysis

Mahasiswa yang gantung diri di kamar
kosnya diketahui pendiam
Cerita firly savitri mengenai diskriminasi
ilmuwan wanita
Dua Rumah Rusak di Banjarnegara
Tertimpa Longsor
Kasus Dugaan Suap Hakim PTUN
Bawaslu Petakan Titik-titik Rawan Politik
Uang di Pilkada
Bos Penipuan SMS Mama Minta Pulsa
Ditangkap
Penyalahgunaan Dari Media Sosial
Instagram
Serangan Paris Disamakan dengan Aksi
Teror Israel
―Saya Seorang Muslim, tetapi bukan
teroris‖
Batik day brings more people to batik
learning center
Kantor Gojek Ditembak

Excellent Analysis

Excellent Analysis
Excellent Analysis
Excellent Analysis

Excellent Analysis
Excellent Analysis
Excellent Analysis
Excellent Analysis
Excellent Analysis
Excellent Analysis
Shallow Analysis
Shallow Analysis
Shallow Analysis
Shallow Analysis

This CATAALYST method has proved successfully in sharpening students‘ critical
power. The evaluation of its success was shown on the answer sheet of Mid Test and Final
Test. Their answers used critical perspective in the test. The Focus Group Discussion at
class really help them to build the courage in delivering critical argument orally and written.
Here are the achievements scores of the three classes after being executed by CATAALYST
Method.

THE QUALIFICATION OF AVERAGE SCORE AT MC 1 CLASS

No. Name
1
2
3
4
5
6

FATHURRAHMAN HELMI
FARADILLA GHASSANI AGNINTYA
SHABRINA LATHIFIA APRILIANA
BINTANG ARIA KANDIAWAN
RICKY OGGRI
MUHAMMAD HANIF AZHAR

Blog

Mid

Final

Assignment
(60%)
0
93
93
93
88
93

Test
(20%)
0
79
82
50
50
50

Test
(20%)
0
80
95
80
70
86

Total Index
Score Score
0
87.6
91.2
81.8
76.8
83

E
A
A
A
AB
A

No. Name
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

ANISAH ULFAH
RIDHO BENITO
RETNO MUTIAPANGESTUTI
JEFFRY RINALDY SITUMORANG
RAHADIAN DENDY PRATAMA
RYAN KURNIA PRATAMA
KHADIJAH NUR AZIZAH
KARINA BANOWATI
AZHARI BEVARLIA
PEGGY JATVIKA
RR.HANINDYTA KHANSA
GITTA FANDAYANI
DELLA RIATRI PERDANA
LERRY AUDITIO
EMILIANA SARI INTAN SARAGI
FITRI PERMATA SARI
REVINA PARADITA HAPTARI
CARDINA NOVIANTY ADIPUTRA
VANITA MAYA SRI HUTAMI
DELMIA
CAHYADI FAJARIANTO
KHOIRIYAH NURUL YUSDASANI
DELLA KHADIJJAH CHRISHMA
IVALIA RIZKITA PUTRI
CLARISTA ANJELIN
FIKA DAHLIA GILANG PRATIWI
RAIHAN AZHARA AZED
VITA ROSALINDA
ARDWIN FAUZAN AZHIIMA
ASTRID BENEDITA AZHARI
DESSY NURUL UTAMI
AULIA FAIRUZ HUMAIDA
ADIANA KAMILIA
ALIA RACHMAYANI
ANISYA WULANDARI
LUH PUTU INTAN UTARI DEWI

Blog

Mid

Final

Assignment
(60%)
91
90
93
70
90
88
95
93
93
93
88
93
93
88
93
94
93
93
93
94
93
93
93
94
94
93
91
91
92
94
91
93
91
93
93
88

Test
(20%)
65
48
60
50
50
50
64
55
75
55
55
46
90
40
70
80
65
90
69
80
61
60
61
65
61
61
62
80
50
50
52
50
52
51
50
58

Test
(20%)
90
70
86
80
90
85
90
95
90
90
88
50
95
70
95
81
90
90
88
95
92
95
90
95
95
90
80
90
80
86
90
80
88
88
85
88

Total Index
Score Score
85.6
77.6
85
68
82
79.8
87.8
85.8
88.8
84.8
81.4
75
92.8
74.8
88.8
88.6
86.8
91.8
87.2
91.4
86.4
86.8
86
88.4
87.6
86
83
88.6
81.2
83.6
83
81.8
82.6
83.6
82.8
82

A
AB
A
B
A
AB
A
A
A
A
A
AB
A
AB
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A

Total Average Score of MC 1Class
Assignment of Blog
Mid Test Score
Final Test Score
Total Average Score

89,4
59,33
84,07
82,32

Based on the table, there are 36 students of 42 students who are able to reach maximum
scores (75-100). The rest are 5 students who get 70 and 1 student who got less than 68.

THE QUALIFICATION OF AVERAGE SCORE AT MC 3 CLASS

Name
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

NADIA DISTY LARASATI
PRAVITHEA YULIA ADHIATMA
ALLAN DHARMA SAPUTRA
NABILA SAFITRI
FATLY MAYNARGI
NIA MAESAROH
MUHAMMAD ABBI YAFI
LYZA AUDINA PANGESTI
AFIF SUTANTO PUTRO
RANDHITYA MAULANA
PITTHAULY HAOMASAN
PUTU FEBY SUKMA YANTI
ADHARA MAYSHARA FARHAN
FEBBY FELICITY
NIKOLAS GERIKA YEDIYATAMA
DWIKI KUSUMA AJIE
CUT TULEUT ZUBAIDAH
MUTIA SAPUTRI
ANDIRA PRAMESWARI
KARTIKO HADIPUTRO
RIZKI AUDINA
NANDA TRI MAHAR
JOSEPHINE FELICIA
SHAFIRA WAHDINI ADRIAN
HANNIKA FASYA
VEGA FEBRIANA
SYIFAUL FAUZIYAH
NABILAH ZAHIDAH
SARAH FUJI GHASSANI
RIZKY RAHMAWATI MULYANI
NABILLA JUITA AMANDA
JADE PUTRA RAIHAN
WIGO MARDANA PINKY MAYO
NURCHELLY RAHMAH
SISKA MERDEKAWATI
ARGI RISSAN ADAM
MOCHAMAD ANDHIKA CIPTA
SITI SARAH DWI NAHLA
DEVI OKTAVIANI
NANCY CITRA PURNANINGTYAS
TINKA FAKHRIANA

Blog

Mid

Final

Assignment
(60%)
97
95
90
94
92
93
96
96
94
96
98
94
92
96
0
95
96
92
90
93
94
98
97
96
95
97
96
96
94
97
94
94
95
97
96
92
92
96
94
96
96

Test
(20%)
80
81
40
70
50
80
88
86
50
50
84
85
80
60
0
40
92
72
0
48
85
98
90
80
86
96
98
82
80
80
79
80
89
90
85
50
83
86
90
86
82

Test
(20%)
89
87
70
71
78
90
80
87
72
73
80
90
82
80
0
69
90
78
0
50
89
90
88
89
88
90
90
80
80
80
80
70
80
90
91
65
80
82
91
90
89

Total

Index

Score Score
92
90.6
76
84.6
80.8
89.8
91.2
92.2
80.8
82.2
91.6
91.4
87.6
85.6
0
78.8
94
85.2
54
75.4
91.2
96.4
93.8
91.4
91.8
95.4
95.2
90
88.4
90.2
88.2
86.4
90.8
94.2
92.8
78.2
87.8
91.2
92.6
92.8
91.8

A
A
AB
A
A
A
A
A
A
A
A
A
A
A
E
AB
A
A
C
AB
A
A
A
A
A
A
A
A
A
A
A
A
A
A
A
AB
A
A
A
A
A

Total Average Score of MC 3 Class
Assignment of Blog
Mid Test Score
Final Test Score
Total Average Score

92,46
73,44
77,76
85,7

Based on the table, there are 35 students of 41 students who are able to reach maximum
scores (75-100). The rest are 4 students who get 70 and 1 student who got less than 54.

THE QUALIFICATION OF AVERAGE SCORE AT BR 1 CLASS

Name
1 MARIA ULFA
2 KEMAL FATHURRAKHMAN
3 SAHBANI BIN SHAPUDIN
4 NUR ADAWIAH BINTI MOHAMED
5 NURUL NADIA BINTI MOHD AZMI
6 RICCI ARDIANSYAH
7 AYUNINDYA ANNISTRI
8 GALIH PRAMANA KUSUMO
9 SALMA KHARISMA PERMATASARI
10 BELLA RAHMATUNISA
11 ALISA AULIA RAHMAH
12 MUHAMMAD ALMER AZKARY
13 ERNA DIANI
14 BABY PUTERI DELANI
15 VELINDA CAHYANISA
16 PRAYUDI MAWARDI
17 MUHAMMAD IRFAN MAULANA
18 RIZQIYANI ASRI FIRDAUS
19 ANA NURSYIFA
20 DEVI KHARISMA
21 GRACA MARIA DE JESUS MICAELA SARMENTO
22 YOVAN
23 VERA NURKAOLIN
24 MUHAMMAD ANUGRAH KSATRIO
25 ANISA FANIA
26 SITI NURUSHOBAH
27 DELVY WINDA
28 NURMILA HAMIDAH ARDI
29 MONICA FADILLA SUSKA
30 FITRI SORAYA
31 FAUZUL ADKHAF AZIF
32 FIQIE LAVANI MELANO
33 BAIQ SHANAZT QUAMILLA
34 ILHAM BATARA SIMATUPANG
35 ZAFIRAH AYUNI RIDWAN
36 IENAS FAUZIYAH
37 MOHAMMAD FAHRIZAL

Blog

Mid

Final

Assignment
(60%)
0
0
96
94
94
93
93
96
94
93
92
90
91
90
93
90
90
90
95
96
90
91
90
95
93
97
90
93
96
96
93
93
97
95
92
96
92

Test
(20%)
0
0
98
76
80
50
78
50
86
85
85
50
80
78
52
50
50
76
50
50
50
50
44
50
60
50
80
60
80
52
44
60
91
75
50
58
50

Test
(20%)
0
0
91
90
90
55
90
40
90
80
80
77
90
80
40
75
75
70
75
90
55
70
50
78
88
88
90
88
90
83
78
90
90
85
73
80
80

Total Index
Score Score
0
0
95.4
89.6
90.4
76.8
89.4
75.6
91.6
88.8
88.2
79.4
88.6
85.6
74.2
79
79
83.2
82
85.6
75
78.6
72.8
82.6
85.4
85.8
88
85.4
91.6
84.6
80.2
85.8
94.4
89
79.8
85.2
81.2

E
E
A
A
A
AB
A
AB
A
A
A
AB
A
A
AB
AB
AB
A
A
A
AB
AB
AB
A
A
A
A
A
A
A
A
A
A
A
AB
A
A

Name
38 CLARA BELLA JULIA
39 ANAS ACHMAD
40 RINALDY DANIS HARZANDY

Blog

Mid

Final

Assignment
(60%)
96
91
91

Test
(20%)
76
50
50

Test
(20%)
90
69
72

Total Index
Score Score
90.8
78.4
79

A
AB
AB

Total Average Score of MC 3 Class
Assignment of Blog
Mid Test Score
Final Test Score
Total Average Score

88,43
60,1
74,13
79,9

Based on the table, there are 35 students of 40 students who are able to reach maximum
scores (75-100). The rest are 12 students who get 70.
VI.

CONCLUSION
The research that conducted at three classes of communication psychology course has
successfully improved students' critical power. The value of the results obtained from the
initial meeting until the end is gained the average grade of 82.32 at MC-1, 85.7 at MC-3, and
79.9 at BR-1. Students who are active can reduce ego actualization in expressing their
thoughts. However, this CATAALYST method will not be effective if the lecturer is a
passive communicator. The lecturer needs to be active by involving him/herself to motivate
the students to be more critical.
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Participatory Budgeting, Organisational Commitment, and Performance
(Survey on Local Government Working Units/Skpd of West Java Province
Government)
Andry Arifian Rachman
Faculty of Economics, Bandung Raya University, Indonesia.

Abstract. This study aimed to test: 1) the impact of participatory budgeting on performance; 2) the effect of
organisational commitment on performance; and 3) the effect of organisational commitment on the relationship
between participatory budgeting with performance. The methods of this study were descriptive and analytic
verification as methods. The target population in this study were 55 Local Government Working Units (SKPD)
in the province of West Java. Primary data was collected through questionnaires and secondary data of Report
of Evaluation Result of Accountability Performance. Validity and reliability testing of the questionnaire was
carried out before testing the hypothesis. Structural Equation Modelling with Partial Least Square (PLS-SEM)
is used to analyse data. Research findings: 1) participatory budgeting affects positively on performance; 2)
organisational commitment does not significantly affect performance; and 3) organisational commitment affects
positively on relations between participatory budgeting and performance.

Keywords. Organisational Commitment; Participatory Budgeting Performance.

I. INTRODUCTION
Jones and Pendlebury (2010) state “budget are at the heart of government”. Mardiasmo
(2009) proposes that budgeting in public sector organisations is a complicated stage that
contains a high political nuance. In public sector organisation, budgeting is a political
process. Public sector budgeting is an instrument of accountability of the public fund
management and the implementation of programmes funded by public money.
Several phenomenons underlying this study are as follows:
There are lobbying processes, negotiation, and even conflicts occurred between the
Executive and the Legislature with respect to interest that should be accommodated during
budgeting discussion. This result in public interest that is not accommodated through
participation and delay in the preparation of Regional Government Budget (APBD) by
regional government and Regional House of Representatives (DPRD).
There is characteristic difference in the planning and preparation of public sector
budgeting, as well as funding from the central government to local government resulting in
financial dependence, which can cause dysfunctional behaviours over budget (Mardiasmo,
2002). Dysfunctional behaviours include the misuse of funds and therefore cannot provide
maximum impact in growing the economy. (Yudhoyono, 2011)
Commitment of local government personnel in achieving the budget goal is still low. This
can be seen from the low uptake of budget that had been arranged. For example, according to
Performance Report of Programmes/Activities of Local Government Working Units (SKPD)
Quarter III Fiscal Year 2010, the realisation of budget absorption of APBD of Education
Boards of West Java Province until the end of September 2010 reached 13,51%.
The Performance Accountability Evaluation Report of SKPD of Government of West
Java Province Year 2009 indicates 2% Very Good, 26% Good, 59% Fair, and 13 % Poor, on
the other hand, the Performance Accountability Evaluation Report of SKPD of West Java
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Provincial Government Year 2010 indicates 4% Excellent, 13% Very Good, 27% good, 20%
Fair, 10% Slightly Poor, and 2% Poor.
Based on the phenomenon, the research questions are:
1. Does participatory budgeting affect performance positively?
2. Does organisational commitment affect performance positively?
3. Does organisational commitment affect the relationship between participatory budgeting
and performance positively?

II. LITERATURE REVIEW
A. Participatory Budgeting and Performance
Participation is a process of shared decision-making by two parts/parties or more where
the decision will affect the future of those who make it. When applied to the planning,
participation refers to the involvement of middle and lower level managers in decision
making that leads to the determination of operational objectives and performance goals
setting (Ikhsan and Ishak, 2005).
Milani (1975) and Brownell (1982) argue, participatory budgeting is the level of
involvement and the influence of individual in the preparation of budgeting, while Chong
(2002) states that it is a process where subordinates/executors of budgeting are given an
opportunity to be engage more and have influence in the process of budget preparation.
Participation in the context of budget preparation is a process of the individuals, whose
performance is evaluated and awarded based on budget emphasis, engagement, and
influence in the preparation of budgeting target (Brownell, 1982).
According to Kenis (1979), budget is not merely a means if planning and control of costs
in the central responsibility of an organisation; budget is also a means of top-level managers
to motivate their subordinates. Participation of managers in the process of budget
preparation is expected to increase performance. The higher managers’ involvement in the
process of budget preparation will increase performance more.
Based on research results by Bass and Levitt (1963), Cherington and Cherington (1973),
Latham and Yukl (1975), Milani (1975), Ivancevich (1976), Kenis (1979), Merchant (1981),
Locke et al. (1984), Brownell and McInnes (1986), Brownell and Hirst (1986), as well as
Chenhall and Brownell (1988), it can be concluded that participatory budgeting significantly
pose positive effect on performance.
H1: Participatory budgeting affects performance positively
B. Organisational Commitment and Performance
Mowday (1982) proposes that organisational commitment is one important behavioural
dimension that can be utilised to assess the tendency of employers to remain a member of
organisation. Robbins and Judge (2008) argue that organisational commitment is the degree
to which an employee takes sides to certain organisation and its objectives, and is intended
to remain as a member of the organisation. High organisation commitment means that the
alignment to the organisation is also high.
Wiener (1982) states that organisational commitment is motivation from within the
individual to do something in order to support the success of the organisation to comply with
the objectives and prioritise the interests of the organisation. Alwi (2001) defines
organisational commitment as the attitude of employees to remain in the organisation and
involve in the efforts to achieve mission, values, and goals of the organisation.
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Allen and Meyer (1990) formulate three dimensions of organisational commitment,
namely: affective, continuance, and normative. a) Affective commitment, leading to the
employee's emotional attachment to, identification with, and involvement in the
organisation; b) Continuance commitment, related to awareness of the costs associated
with leaving the organisation; c) Normative commitment, reflecting a feeling of obligation
to continue employment.
From research results by Van Maanen (1975), Meyer et al. (1989), Mayer and
Schoorman (1992), Nouri and Parker (1998), Yahya et al. (2008), Noor and Othman (2012),
it can be concluded that organisational commitment significantly pose positive effect on
performance.
H2: Organisational commitment affects performance positively
C. Participatory Budgeting, Organisational Commitment, and Performance
Based on research results by Nouri and Parker (1998), Sumarno (2005), and
Murwaningsari (2008), it can be concluded that organisational commitment significantly pose
positive effect on the relationship between participatory budgeting and performance.
H3: Organisational commitment affects the relationship between participatory
budgeting and performance significantly and positively
III. RESEARCH METHODOLOGY
Descriptive study is a study to obtain a description on the characteristics of variables. On
the other hand, verification research is a study that aims to determine the relation between
variables through a hypothesis testing. Related to the type of this study, study method used
was survey method (Singarimbun and Effendi, 1995).
Variables used in this study consist of:
1. Variables of participatory budgeting are measured using instrument introduced by Milani
(1975). This instrument has been used and validated by Brownell (1982), Brownell and
Hirst (1986), Chenhall and Brownell (1988), Mia (1988), Brownell and Dunk (1991),
Harrison (1992), Lau et al. (1995), Nouri and Parker (1998), Lau and Buckland (2001),
Wentzel (2002), Chong and Chong (2002), Lau and Tan (2006), as well as Maiga and
Jacobs (2007).
2. Organisational commitment was measured by using an instrument by Mowday et al.
(1979) that consists of nine items of questions. This instrument has been widely used and
validated by many experts, including Nouri and Parker (1996), Subramaniam and Mia
(2001), Supriyono (2005), Parker and Kyj (2006), Yahya et al. (2008), as well as Lau and
Moser (2008).
3. Performance measurement in public sector organisations has its own characteristics where
each SKPD applies the system of Performance Accountability of Government Agencies
(AKIP) by self-assessment. This self-assessment system would require evaluation by a
more independent party to obtain objective feedback for improvement of accountability
and performance of government agencies. Therefore, performance in this study was
measured based on scores of Performance Accountability Evaluation Reportof SKPD
Fiscal Year 2010 (Permenpanrb No. 13 Year 2010).
Hypotheses of this study were tested using SEM with Structure Variance approach,
namely Partial Least Square Path Modelling. This method was used because this study
includes latent variables with a relatively small size of sample.
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Participatory
Budgeting

Performance

Figure 1. Research Paradigm
Data in this study was obtained from two sources, namely:
a. Primary data, obtained from interview and questionnaires distributed to respondents in
each SKPD. There were 122 returned questionnaires from 164 respondents.
b. Secondary data, obtained from West Java Provincial Inspectorate in the form of
Performance Accountability Evaluation Report of SKPD of West Java Province Fiscal
Year 2010.
IV. RESULT AND DISCUSSION
Data obtained through questionnaires was tested for their validity and reliability.
Therefore, analysis was conducted from all questions in the questionnaires using validity and
reliability tests using SPSS version 22.
The result of validity test for participatory budgeting and organisation commitment shows
that all question items correlate more than 0.3, meaning all question items used in this study
were valid and could be used to measure the variables examined.
The result of reliability test shows that the value of cronbach’s alpha variable of
participatory budgeting is 0.813 and organisational commitment variable is 0.810. The value
of each cronbach’s alpha variable is 0.7, so that the measuring instruments used for variables
was reliable.
Structural Equation Modelling (SEM) used is an approach model with second order.
Figure 2 describes the calculation method of full model using Smart PLS 2.0.
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Organisational Comm
mitment

Performance

Particcipatory Budgeting

Figuure 2. Full Model
M

Thee structural equation model
m
for thhe effect off participato
ory budgetinng on perfo
ormance
with thee moderatioon of organisational com
mmitment is:
 = 0,3443 + 0,1177M +0,401
.M+0,640
Fit model SEM
M using PLS approachh was tested
d by two sttages of asssessment (G
Ghozali,
2006); bby looking at the resultt of outer m
model and in
nner model.
Outter Model was assesssed based on intern
nal consisteency (compposite reliability),
indicatoor reliabiliity, converg
gent validitty (averagee variance extracted) and discrriminant
validityy. Inner moddel was asseessed basedd on coefficiients of deteermination (R2), f2 effecct sizes,
and Sizee and signifficance of path coeffici ents (Hair et
e al., 2014).
Connvergent vaalidity of measuremen
m
nt model was
w assessed based oon the corrrelation
betweenn estimatedd item scoree/componen t score (Loading Factor). In this study, the limit of
loadingg factor is 0.60.
0
(Chin, 1998)
Table 1. Measureement Modeel of Particip
patory Budg
geting Variiables
M
Manifest Vaariables
Loadingg Factor
Levvel of Particcipation
0.8808
Perrceived Effeect
0.8859
Source: Calculation result of PLS
S
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Measurem
ment Modell
X1= 0,808X+ 0.348
X2 = 0,859
9X+ 0.261

tcountt
13,210
28,25
59

Table 2. Indicator Measurement Model on Participatory Budgeting Variable
Dimensions (X)
Manifest Variables
Loading Factor
Measurement Model
tcount
Engagement in the
preparation of activities and
budget programmes
Contributions on budget
Clarity of budget revision
Influence on final budget
Leaders’ sensitivity during
budget preparation

0,929

X1,1= 0,929 X1+ 0,138

48,573

0,916
0,806
0,911

X1,2= 0,916 X1+ 0,160
X2,1= 0,806 X2+ 0,350
X2,2= 0,911 X2+ 0,170

29,384
10,153
43,180

0,687

X2,3= 0,687 X1+ 0,529

4,909

Source: Calculation result of PLS
Calculation result of loading factor is above the average value by 0.6. Calculation result
of outer model value or correlation between construct with variable (loading factor) already
meets the convergent validity.
tcount value obtained for each loading factor of manifest variable of participatory
budgeting latent variables is bigger than 1.96. Therefore, it can be said that manifest
variables used are meaningful in measuring participatory budgeting variables.
Table 3. Measurement Model of Organisational Commitment Variables
Manifest Variables
Loading Factor
0,823
Affective
0,853
Continuance
0,711
Normative
Source: Calculation result of PLS

Measurement Model
Y1= 0,823 Y+ 0,323
Y2 = 0,853 Y+ 0,272
Y3= 0,711 Y+ 0,494

tcount
12,011
17,311
7,300

Table 4. Indicator Measurement Model on Organisational Commitment Variables (M)
Manifest Variables
Willing to work hard
Make the organisation
proud
Willing to receive duty
Shared values
Losses in leaving the
organisation
The best workplace
Inspiration of
performance
achievement
Happy to be in the
organisation’s
environment
Care about the
organisation

Loading Factor
0,800

Measurement Model
Y1,1= 0,800Y1+ 0,360

tcount
8,761

0,888

Y1,2= 0,888 Y1+ 0,211

28,891

0,910
0,870

Y1,3= 0,910 Y1+ 0,173
Y2,1= 0,870 Y2+ 0,243

42,833
17,278

0,749

Y2,2= 0,749 Y2+ 0,438

9,009

0,907

Y2,3= 0,907 Y2+ 0,178

22,889

0,864

Y3,1= 0,864 Y3+ 0,254

10,012

0,740

Y3,2= 0,740 Y3+ 0,452

7,046

0,853

Y3,3= 0,853 Y3+ 0,273

9,470

Source: Calculation result of PLS
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Calculation result of loading factor is above the average of loading factor by 0.6.
Calculation result of outer model value or correlation between construct with variable
(loading factor) already meets the convergent validity.
tcount value obtained for every loading factor for indicators of organisational commitment
latent variables is greater than 1.96. Thus, it can be concluded that manifest variables used are
meaningful in measuring organisational commitment variables (M).
Criteria of validity can be seen from discriminant validity based on the value of Average
Variance Extracted (AVE). A good construct is the one with AVE above 0.50.
Table 5. Average Variance Extracted (AVE) of Latent Variables
Latent Variables
X (Participatory Budgeting)
X1 (Level of Participation)
X2 (Perceived Effect)
M (Organisational Commitment)
M1 (Affective)
M2 (Continuance)
M3 (Normative)
Y (Performance)
Source: Calculation result of PLS

AVE
0.5058
0.8512
0.6505
0.4540
0.7523
0.7136
0.6736
1.0000

Result of discriminant validity based on AVE value shows that the construct of
participatory budgeting meets the minimum value of a good construct for AVE is greater than
0.5, while AVE value of organisational commitment is less than 0.5.
Composite reliability (CR) is a measurement of internal consistency. Limit value to show
the reliability of latent variables (constructs) formed and manifest variables to form a suitable
structural model is 0.6 (Ghozali, 2008).
The three constructs used as variables obtains CR value above 0.70, as recommended
criteria so that all constructs are reliable.
Table 6. Composite Reliability Values of Latent Variables
Latent Variables
X (Participatory Budgeting)
X1 (Level of Participation)
X2 (Perceived Effect)
M (Organisational Commitment)
M1 (Affective)
M2 (Continuance)
M3 (Normative)
Y (Performance)
Source: Calculation result of PLS

Composite Reliability
0.8319
0.9196
0.8464
0.8802
0.9008
0.8813
0.8604
1.0000

CR value for latent variables of participatory budgeting formed by two manifest variables
is 0.8319. This means that latent variables of participatory budgeting have a high consistency.
CR value for latent variables of organisational commitment formed by three manifest
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variables is 0.8802. This means that latent variables of organisational commitment has a high
consistency. CR value for latent variables of performance is 1.0000. This means that latent
variables of performance have a high consistency.
R2 value for participatory budgeting model moderated by organisational commitment on
performance is 0.360. Theory of PLS clarifies that the value of R2 has a weak effect (0.25),
has a medium effect (0.5), and has a substantial effect (0.75) (Chin, 2010).
R2 value shows the prediction accuracy of the model (Hair, 2014). Thus, in the research
model, the accuracy of participatory budgeting that is moderated by organisational
commitment in predicting performance (Y) is by 0.360 (medium).
Effect size f2 shows the contribution of each construct on performance. Based on the
calculation result of effect size f 2(table 7), values of f2 can be interpreted that predictors of
latent variables have low (0.020), medium (0.15), and high (0.35) effects. (Hair, 2014)
The value of effect size f2 of participatory budgeting of 0.1942 is included in medium
category, and organisational commitment of 0.0202 is considered in low category. Hence, the
contribution of participatory budgeting on performance is quite strong, while the
organisational commitment contributes to low performance.
Table 7. Assessment of Effect Size of Structural Model
Endogenous
construct
Participatory
Budgeting (X)
0.360
0.196
Organisational
Commitment
(M)
0.360
0.001
Source: Calculation result of PLS

Effect
size

1
0.164

0.247

0.1942

0.359

0.247

0.0202

The result of hypotheses testing shows that the relationship between variables of
participatory budgeting and performance is shown by the value of path coefficient by 0.343
with value of tcount by 2.492. Value of t statistics obtained is greater than t critical (1.960).
This result shows that participatory budgeting affects positively on performance, which
means in accordance with the first hypothesis.
Table 8. Significance test of the Effect of Participatory Budgeting on Performance
Path Coefficient
tcount
0.343
2.492
Source: Calculation result of PLS

t critical
1.96

Conclusion
Significant

Participatory budgeting in this study is related to the involvement various echelon (II, III,
and IV) in SKPD of West Java Provincial Government, based on the participation level of
apparatus in preparing budget and the effect perceived by the apparatus in the preparation of
budget.
Based on the research result, participation level shown by the involvement in the
processes of programme preparation, activities, and budget as well as the contribution of
apparatus on the budget is reflected more by the participation of SKPD apparatus in the
programme, activities, and budget preparation processes. On the other hand, perceived effect,
shown by the clarity of budget revision, effect on final budget, and leader sensitivity in the
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budget formulation, is reflected more on inputs provided by apparatus that was reflected on
the final budget.
The study result shows that the dimension of participation level is in satisfactory category
and for the dimension of perceived effect is included in the category of very high. However,
the dimension of perceived effect reflects more on participatory budgeting. It means the
echelon officials in SKPD were highly involved in the preparation of programmes, activities,
budget, improving, providing feedbacks, receiving directives to match the priority
programmes (in accordance with the obligatory and optional activities).
The result of second testing shows that the relationship between organisational
commitment variables and performance is show by the value of path coefficient by 0.117
with tcount value by 0.889. The value of t statistics is lower than t critical (1.960). This result
justifies that organisational commitment does not affect performance.
Table 9. Significance Test of the Effect of Organisational Commitment on Performance
Path Coefficient
t count
0.117
0.889
Source:Calculation Result of PLS

t critical
1.96

Conclusion
Not Significant

Apparatus with high affective commitment will stay in the organisation because they
want it. They acknowledge, bound to remain in the organisation to achieve the organisation
goals. Continuous commitment reflects the apparatus’s tendency power to remain working
for there is no other alternatives.
This can be seen from the answers from the questionnaires, where apparatus remained in
SKPD because they had similar personal vision and mission with the organisation. They
preferred SKPD where they are working at the moment than other SKDP because of their
common vision and mission. Apparatus also felt a high emotional bond toward SKPD, so it is
not an option to leave SKPD, unless if there is inevitable condition such as undergoing
mutations to other SKPD, as well as inform SKPD where he/she works as a good SKPD.
Therefore, the reason why apparatus with high continuance commitment remain in the
organisation is because he/she needs to do so. They will stay in the organisation because they
will get pension fund, facilities, and seniority or they will have to pay a fee for a new job, not
because of the pleasant affective relationship with the organisation.
Normative commitment reflects the tendency of apparatus to keep working because of the
awareness that the commitment on the relationship with the organisation is supposed to be
implemented. This can be seen from the answers of the questionnaires, that SKPD provides
opportunities to implement Main Duties and Function (Tupoksi) and participation in the
preparation of budget to improve the performance of SKPD. Also, the choice to work in the
current SKPD is considered right compared to other SKPD, should have concern for the
future of SKPD, as well as loyal to SKPD.
The third testing result shows that the influence of organisational commitment on the
relationship between participatory budgeting and performance is shown by the value of path
coefficient by 0.401 with t count value by 2.277. The Value of t statistics obtained is greater
than t critical (1.960). This result shows that organisational commitment affects the
relationship between participatory budgeting and performance positively and significantly.

421

Table 11. Significance Test of the Influence of Organisational Commitment on the Relation
between Participatory Budgeting and Performance
Path Coefficient
tcount
0,401
2,277
Source: Calculation result of PLS

t critical
1,96

Conclusion
Significant

V. CONCLUSION
The results of this study are:
1. Participation in the budgeting in SKPD with satisfactory level of participation and high
perceived effect can increase performance of SKPD of West Java Provincial Government.
2. Organisational commitment in SKPD with high affective commitment, continuance
commitment, and normative commitment, was not proved with the occurrence of high
organisational commitment that can increase the performance of SKPD of West Java
Provincial Government.
3. Organisational commitment in SKPD with a very high affective commitment,
continuance commitment, and normative commitment can influence the relation between
budgeting participation and performance.
Managerial implications: commitment of SKPD officials on organisation was as expected
(affective commitment), leaders were not only assign based on Main Duties and Functions
but also can assign outside the main duties and functions in related SKPD environments that
can further enhance the emotional relation between officials and the organisation.
The level of participation in budget preparation can be improved further. Leaders can
involve subordinates more in the preparation of programmes, activities, and budget so that
subordinates assessed that they have given a big contribution in the budget preparation of
SKPD.
The ability of SKPD officials in preparing Performance Accountability Report of
Government Institution (LAKIP) can be increased through training for apparatus of SKPD to
gain better understanding on what to report in LAKIP. This includes documents (Vision,
Mission, Strategic Plans, and Annual Work Plan) that should be available, the fit between
programmes and activities, setting of goal performance, setting of Key Performance
Indicators, as well as the ulitilisation of performance information for feedback,
improvement, and learning for SKPD.
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Abstract. Technology has developed very rapidly. It has also expanded into the information technology and
telecommunications. As the increasingly rapid technological developments in the field of information and
communication technologies, the needs of the community to get the services that are practical, easy, and
efficient increases. As the largest telecommunications company in Indonesia PT. Telkom respond to market
demand by releasing "Indihome". IndiHome itself is a triple play product that brings Internet, telephone and TV
channels in one package and one price. Along with its growth Indihome, some problems arise and must be
swiftly served PT.Telkom to retain customers, based on available data customer churn rate of more than 2000
customers throughout 2015, The purpose of this research is to reveal and compare the SERVQUAL dimensions
from the customers’ and the managers' perspectives, and to examine their effect on customer satisfaction and
business performance, especially, in IndiHome Jabar Tengah Area (Bandung). In this research, the author
delivered 203 questionnaires to customers from which 190 were valid and useable for data analysis. For the
managers’ sample, the author delivered 9 questionnaires to managers who responsible for the service IndiHome
in Bandung Area. The author tested the theoretical five-dimensional SERVQUAL model and tested their effect
on customers satisfaction and business performance, respectively.
Keywords. Service Quality; Customer Perception; Manager Perception; IndiHome.

I. INTRODUCTION
Technology has developed very rapidly. It has also expanded into the information
technology and telecommunications. As the increasingly rapid technological developments in
the field of information and communication technologies, the needs of the community to get
the services that are practical, easy, and efficient increases.
The needs of the customer (user) which will increase information and communication
services such as Internet (data), telephone (voice) and television led to the need for a device
that supports all of the request. Internet has now become a necessity that cannot be separated
again from public life in Indonesia. A fast internet connection, making everyone easy access
to various information and cross-connect without limits.
Based on Internet world stats website (www.internetworldstats.com) on November 30
2015, Internet users in Indonesia is ranked 4th in Asia it’s around 78 Millions of Internet
Users in Indonesia behind China, India and Japan. Internet service technology based fiber to
the home (FTTH) is still very tempting. The number of FTTH enthusiasts in Indonesia,
related to fixed broadband growth opportunities are still great. It is estimated that there are 60
million households in Indonesia, the new FTTH service penetration rate reached 5% or a
penetration rate of 13% of the total number of households who are Internet users.
Head’s of Telkom West Java, Suparwiyanto detailing the FITH distribution (IndiHome
service), ready for more than 1 million users in West Java, consists of Bandung (562.470),
Cirebon (245.722), Karawang (68.948), Sukabumi (115.498) and Tasikmalaya (95.462).
According to Suparwiyanto, Telkom West Java targeting IndiHome services are used more
than 500,000 users by the end of 2015. Distribution, 300 thousand users in Bandung, 100
thousand users in Cirebon, 50 thousand users in Karawang, 50 thousand users in Sukabumi
and 50 thousand users in Tasikmalaya.

IndiHome service users in the region of West Java Telkom currently has reached 10
percent of total residential customers. Currently, there are 21 locations in Bandung cluster
that is guaranteed to be fully IndiHome.
II. LITERATURE REVIEW
A. Service Quality
According to Kotler (2002) definition of service is any action or activity that can be
offered by one party to another, which is essentially intangible and does not result in any
ownership. Production may be linked or not linked to a physical product. Service is the
behavior of manufacturers in order to meet the needs and desires of consumers to achieve
customer satisfaction in itself.
Service Quality is measure of how well the service level delivered matches customer
expectations. Delivering quality service means conforming to customer expectations on a
consistent basis (Lewis and Booms, 1983). Service quality enhances a service organization
ability to differentiate itself from its competitors and gain a competitive advantage; it
increases customer satisfaction, customer loyalty and retention, market share, profitability,
and lowers costs (Abu-El Samen et al, 2013).
According to the model, SERVQUAL scale has proposed by Parasuraman for measuring
Gap 5 (Parasuraman et al, 1985). Parasuraman mentioned ten factors for evaluating service
quality (including tangible, reliability, responsiveness, courtesy, credibility, security,
accessibility, communication and understanding the customer). These ten factors are
simplified and collapsed into five factors. These five dimensions are stated as follows (1)
Tangibles; (2) Reliability; (3) Responsiveness; (4) Assurance; (5) Empathy (Parasuraman et
alk, 1985).
B. Management Perception
Management Perception is about how the assumption or how employees assess the
processes of planning, organizing, directing and controlling in company. Customer
Perception is an opinion about something seen and assessed and it varies from customer to
customer, because every customer has different beliefs on certain services and products play
an important role in determining customer satisfaction.
C. Customer Expectations
For marketing side customer expectation is what potential buyer thinks or feels about
product, Customer Expectations are beliefs about service delivery that serve as standards or
reference points against which performance is judged.
D. Customer Satisfaction
Customer satisfaction is frequently used term in business literature which indicates how
products and services offered by a company meet the expectations of customers. It is a
measure of how a company offers its products and services which meet or exceed customers’
expectations.

III. RESEARCH FRAMEWORK
A. Service Quality and Customer Perception
Customers compare their perceptions of service delivery with these reference points when
evaluating service quality and therefore knowing what customers expects is critical in gaining
competitive advantage (Zeithaml and Bitner, 2003). Thus delivering quality service means
ensuring consistency in service delivery performances on daily basis (Weitz and Wessley,
2002). Thus marketers need to continually assess customers’ expectations of service quality
in order to avoid customer dissatisfaction (Zethaml and Bitner, 1996).
“Service quality is a measure of how well the service level delivered matches customer
expectations (Weitz and Wessley, 2002). Weitz and Wessley argued that service quality
results from customers’ expectations of what should the service provider offer, how the
provider actually performs to meet those expectations (Weitz and Wessley, 2002).
H1: Service quality positively and significantly meets customer perceptions
B. Service Quality and Managers Perspective
The gap between management perception on consumer expectations and perceptions of
the translation into the specification of service quality can be reduced by increasing the
research about the customer and formulate appropriate strategies to improve quality of
service.
Service quality enhances a service organization ability to differentiate itself from its
competitors and gain a competitive advantage; it increases customer satisfaction, customer
loyalty and retention, market share, profitability, and lowers costs (Abu-El Samen et al,
2013).
H2: Service quality positively and significantly meets managers perceptions
SERVQUAL Dimensions and Customer Satisfaction Model modified From Abu-El Samen et
al (2013).

Figure 1. Research Franework Used in This Study

IV. RESEARCH METHODOLOGY
A. Research Type
The method used in the execution of this thesis is descriptive research method. According
Sekaran, descriptive study is "undertaken in order to ascertain and be Able to describe the
characteristics of the variable of interest in a situation" (Sekaran and Bougie, 2009). This
method will then proceed with the analysis of quantitative data using statistical test then the
author concludes suggestions for improvement efforts over the situation and problems faced
by company.
Quantitative research is an approach for testing objective theories by examining the
relationship among variables. These variables, in turn, can be measure, typically on
instruments, so that numbered data can be analyzed using statistical procedures (Creswell,
2014).
Based on Sekaran and Bougie, the operational variables done by looking at the behavior
dimensions, aspect, or the nature symbolized by the concept (Sekaran and Bougie, 2009).
The variables of Service Quality will be researched is about: Tangibles, Emphaty,
Responsiveness, Reliabililty, and Assurance.
In this study, the measurement scale is using Likert scale. Likert scale, based on Sekaran
and Bougie, is designed to examine how strongly subjects agree or disagree with statements
on a five-point scale (Sekaran and Bougie, 2009).
In order to prevent the worse scenario of a bias result, researcher believes that “neutral”
option in the questionnaires should be eliminated. It means, the researcher used only 4 answer
choices respondents by eliminating the “neutral” in the questionnaires. It is feared that some
respondents with hesitation will choose a neutral option instead of agree or disagree. Neutral
responses might cloud the calculation hence the final result.
Table 1. Sample Scale Used in Likert Scale Questions
No.
1
2
3
4

Category
Strongly Agree
Agree
Disagree
Strongly Disagree

Score
4
3
2
1

B. Sample
According to Sekaran and Bougie, population refers to the entire group of people, events,
or things of the interest that the researcher wishes to investigate (Sekaran and Bougie, 2009).
One method used to determine the number of samples is using Slovin formula, as follows:
Where N= 45,000 e= 0,07 / 7%. So the calculation is:
n=

(

)

= 203,16 = 203 Sample

Then the number of samples to be taken is the author of about 203 people who are
considered to represent this research.
The selected managements sample are 9 managers who deal directly with IndiHome
services in Bandung Area, consist of managers in Witel Jabar Tengah Area.
To test the validity and reability of the questionnaire used, this study distributed to 30 the
respondents. The collected data were analyzed by using SPSS 17. There are 20 items of 2
variables, and the result of SPSS shows that all items were valid and reliable, thus all data
were distributed to remaining respondents to be a main data.

V. RESEARCH RESULT AND ANALYSIS OVERVIEW
A. Research Type
Data obtained based on the results of the questionnaire consisted of respondent data and
research data. Respondent data is data relating to the identity of respondents are tailored to
the problems examined. While research data is the number of results in the form of scores
obtained from respondents' answers to questions and statements questionnaire. Respondent
data obtained from the questionnaire will be analyzed descriptively. As for this research, data
is analyzed using statistical calculations / correlational.
The research data obtained from questionnaires for customer and managers containing
variables that are translated into 20 items of questions and statements. Data is analyzing using
correlational study with the help of calculation software Microsoft Excel 2013 and SPSS
Statistics 17.0 to find out how much the relationship between variables in accordance with
the hypothesis to be tested. The primary data used in this study was obtained from
questionnaires distributed to 200 respondents using snowball sampling for customers and 9
resposdents for managers of IndiHome. Secondary data that were used to support data
analysis of this research is a pilot study with some of the respondents and data libraries from
various sources in order to strengthen and deepen the analysis of the data.
This analysis was performed to obtain a descriptive overview of the respondents in the
research, especially research variables are used. In this study, questionnaire were distributed
using a Likert scale. In the questionnaire, the number of respondents is started from number 1
to 4.
The mean of the total items in Reability of customer is 67.26%. Based on the
measurement level is catagorized as “Good” in continum line. The mean of the total items in
Responsiveness of customer is 67.11%. Based on the measurement level is catagorized as
“Good” in continum line. The mean of the total items in Assurance of customer is 72.24%.
Based on the measurement level is catagorized as “Good” in continum line. The mean of the
total items in Emphaty of customer is 67.50%. Based on the measurement level is catagorized
as “Good” in continum line. And, The mean of the total items in Tangible of customer is
73.65%. Based on the measurement level is catagorized as “Good” in continum line.
The mean of the total items in Reability of Managers is 89.33%. Based on the
measurement level is catagorized as “Very Good” in continum line. The mean of the total
items in Responsiveness of Managers is 89.80%. Based on the measurement level is
catagorized as “Very Good” in continum line. The mean of the total items in Assurance of
Managers is 87.40%. Based on the measurement level is catagorized as “Very Good” in
continum line. The mean of the total items in Emphaty of Managers is 87.47%. Based on the
measurement level is catagorized as “Very Good” in continum line. And, The mean of the
total items in Tangible of Managers is 88.92%. Based on the measurement level is
catagorized as “Very Good” in continum line.

Table 2. Sample Scale Used in Likert Scale Questions

B. Data Analysis
Data analysis techniques to test whether there is influence between transformational and
transactional performance on employee use of data analysis using the t test. Due to an
independent data and are able to do the testing interval he wants to know whether there are
differences of customers and managers on the quality of service.
Hypothesis Testing
H0: There is no difference in perception between managers and customers of the service
quality Indihome
H1: There is a difference of perception between managers and customers of the service
quality Indihome
T Independent test
Here are the test results of t test using SPSS 17.0 software, the obtained results are as
follows:
Table 3. Group Statistics

Table 4. Independent Sample Test

According to the calculation, it can be concluded that there are differences in perception
between customers and managers of IndiHome. For customer, the Tangible of IndiHome
Bandung has the highest score by continuum line, and Assurance is the second, but for
Managers, Responsiveness of IndiHome Bandung has the highest score by continuum line
and Reliability is the second, which have the lowest score in Customer Perception.
Based on SPSS calculation, the study found that the value of T independent test in the
table 4.50 is -4.554, Where the value of the coefficient of -4.554 and a negative sign, which
means there is a partial effect statistically significant variable to the service quality of
manager and customer, or if the variable of service quality up by 1 unit, will lower the

variable of manager and customer implated at 4.554. which mean that there are differences in
perception between the manager and the customer on service quality.
VI. CONCLUSION AND SUGGESTION
Based on research that has been done to the customer and the manager of IndiHome at
Telkom Witel Jabar Tengah area (Bandung), the author can conclude that is expected to
answer the purposes of this research. These following statements will be representing the
conclusion of the study:
1. The customer perceptions about five variables of service quality are goods.
2. The manager perceptions about five variables of service quality are very goods.
3. The biggest gap between customers and managers perception in item are: 1. REL 2 (28%), which is “IndiHome Operator interest to solving your problem” 2. ASS 1 (26,69%), which is “The behavior of employees in IndiHome instills confidence in
you” 3. RES 1 (-25.51%), which is “Employees in IndiHome give your prompt
service” 4. EMP 3 (-25.17%), which is “IndiHome operator have your best interest in
your heart” 5. RES 3 (-21.26%) which is “Employees in IndiHome responsive to
respond your request”
4. The biggest gap between customers and managers perception in variable are:
Responsiveness (-22,70%) and Reliability (-22.07%)
5. Based on SPSS Calculation that the value of T independent test in the table 4.50 is 4.554, Pvalue value obtained by looking at the value of variance assumed by 0:00 <α
= 0.05. thus Ho is rejected, or it can be concluded that there are differences in
perception between the manager and the customer on service quality.
A. Suggestion for Company
Indihome has opportunity to improve the quality of service especially in terms of
complaint handling in the claims by the customer based on the results of the above
conclusion.
1. Indihome expected to understand customer needs and requirements of the services
expected. So as to minimize the level of customers churn to competitors.
2. IndiHome need to implement special promotions to customers to attract and retain
customers within tight competition
B. Suggestion for further research
There are some suggestions that can researchers propose for further research a
comparative service quality analysis of customer and managers perception, such as:
In this research, population was limited to customers and Managers IndiHome in
Bandung Area/Witel Jabar Tengah Area. Researchers suggest to research in the wider area
coverage.
Further researchers can develop this research by adding relationships that are not included
in this research, such as perceptions of managers influence customer expectations and the
relationship of customer satisfaction on consumer loyalty.
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Abstract. This research is aimed to determined business process which is run in Triple-play product
provisioning using Six Sigma methods DMAIC specially on service organization to be a source of information
and reference in policy making, especially related business processes autoprovisioning system, Fiber To The
Home (FTTH) and copper, so that XYZ Company can find the best solution and the right strategies to deliver
services faster to customers triple-play product. The study was conducted on the access especially relevant in
the process of provisioning Triple-play product. This study using Define, Measure, Analyze, Improve, Control
(DMAIC) from Six Sigma to determine which process steps in the process of provisioning which had a major
impact in accelerating the supply of services Triple-play product particularly in eastern area of this XYZ
Company. Processing of population data is taken from samples order service which is experiencing delays in
service fulfillment process, especially in the eastern area of this XYZ Company. Data is collected using
secondary data from 400 order to determine the services that late stage of the process play a major role. The
data was processed using the tools such as Pareto diagrams and fishbone diagrams that existed at the
appropriate stages of Six Sigma DMAIC. In the Measure stage, it was found that there are two stages of the
process are not effective and influential in the process of fulfilling the service Triple-play product. They are
Populate ONT Details and Jumper MSAN Terminal. Analyze is the next stage of DMAIC, stage of the process is
analyzed using a fishbone diagram and produces some of the root causes. In the following steps are related to
the proposed improvement and continued with improvement on the roots of main causes that hinder the process
of provisioning. In the last stage namely Control, things that related in improvements area documented and
standardized through the provision of Standard Operation Procedure (SOP) and KPI dashboard design
proposal.
Keywords. Six sigma;quality improvement; DMAIC; telco industry

I. INTRODUCTION
XYZ Company as a telco company XYZ Company since 2013 is very aggressive build a
backbone network that includes construction of Submarine cable network to achieve one of
the targets Indonesia Digital Network (IDN). Another program that is no less important is the
increased reliability of the network by building fiber optic cable as the new alternative
pathway, Development and modernization of broadband access with Trade in Trade Off
(TITO), the development of broadband access to the platform Multi Service Access Node
(MSAN) project construction Fiber To The Home (FTTH), the development of IP
Multimedia Subsystem (IMS) and the implementation of the cache system.
From the side of access, XYZ Company strengthen network access to customers by
deploying Fiber To The Home network that is supported by a special device that allows the
use of fiber cores optimized for more customers. To market the broadband network to the
customer, XYZ Company began to introduce the new product as a replacement of old
internet product that already started to decline. This product is the solution of digital home
services such as high speed internet, interactive TV and free local and long distance calls. All
in one package at a very competitive price. All three services in one package which is often
referred to triple-play product.
Armed with a fiber-optic network, allowing this triple-play product to provide additional
services besides the triple play service. In order for all order fulfillment process runs
smoothly to subscribers, XYZ Company has implemented auto provisioning system, which

integrates all customer needs through one application and automatically this application
customers who will be directly allocated in accordance with the registered package.
Xyz Company divide the work area into seven divisions to facilitate the penetration of
broadband networks, from the existing data, the average received lower performance in both
the number of customers as well as the speed in the fulfillment of triple-play services does
not match with the target amount and a predetermined time. suspected problem is on the
process and the time is not effective in the service fulfillment process.
Hence this the current study will research how six sigma can implemented in
provisioning of triple-play product.
II. LITERATURE REVIEW
A. Operation Management
Heizer and Render (2014) has argued Operational management is a set of activities that
produce value in the form of goods and services by transforming inputs into outputs. In
another source, Schroeder (1989) explains that Operations managers are responsible for
producing the supply of goods or services in organizations. Operations managers make
decisions regarding the operations function and the transformation systems used. It is mean
Operation management is the study of decision making in the operations function (Schoeder,
1989).
According to Schonberger and Knod (1997), servicesector content had to grow because
the majority of the workforce is employed in service operations: financial, hospitality,
medical, governmental, and back-office support areas of manufacturing companies.
B. Total Quality Management (TQM)
Quality has been defined as “fitness for use” (Schonberger and Knod, 1997). Quality
management can be described as a management revolution, a revolutionary philosophy of
management, a new way of thinking about the management of organisations, a paradigm
shift, a comprehensive way to improve total organisational performance, an alternative to
management by control or as a framework for competitive management (Roy Andersson,
2006). W. Edward Deming on Schonberger and Knod (1997) defines quality as continous
improvement of stable system. According to Heizer and Render (2014) there are three
reasons why quality is important : (1) Company Reputation ,(2) Product Liability, (3) Global
Implications .
Total Quality Managements (TQM) refers to a quality emphasis that encompasses by
management to have a continuing company wide drive toward excellence in all aspect of
products and services that are important to the customer (Heizer and Render, 2014).
C. Six Sigma
Six Sigma has been defined as a philosophy, methodology, set of tools, and goal
(McLaughlin and Hays, 2008). It is seen as a business strategy with a focus on eliminating
defects through prevention and process improvement. The basic goal of a six sigma strategy
is to reduce variation within the tolerance or specification limits of a service performance
characteristic (Antony, 2006). In order to improve the quality of a typical service, it is
imperative to measure or quantify variation and then develop potential strategies to reduce
variation. The Six Sigma philosophy transforms the culture of the organization, and its
methodology employs a project team–based approach to process improvement using the
define-measure-analyzeimprove-control (DMAIC) cycle (McLaughlin and Hays, 2008).
The methdology to process improvement usually called DMAIC. Pyzdek (2003) explain
DMAIC phase :







Define. Define which process or product that needs improvement. Define the
customers of the process, their needs and requirements, and create a map of the
process that should be improved.
Measure. Identify the key factors that have the most influence on the process, and
decide upon how to measure them.
Analyse. Analyse the factors that need improvements.
Improve. Design and implement the most effective solution. Cost-benefit analyses
should be used to identify the best solution.
Control. Verify if the implementation was successful and ensure that the improvement
sustains over time.

Chakraborty and Chuan (2013) has identified frequency Set of Tools and Technique that
use in DMAIC phase :
Table 1. Frequency STTs in DMAIC Phase (Chakraborty and Chuan, 2013)
Phase

Tools
Define Brainstorming, project management, flowchart, cost of quality
Measure Brainstorming, project management, flowchart, Pareto Analysis,
fishbone diagram, histogram, process capability, work flow
diagram, normal probability plot
Brainstorming, project management, flowchart, Cause and effect
Analyze analysis, Pareto analysis, root cause analysis, histogram, process
capability, work flow diagram, normal probability plot
Improve Brainstorming, project management, check sheet, failure mode
effect analysis
Control Project management, statistical process control
III. METHODOLOGY
Based on the nature of the problems of the objectives, methods that are trying to use is
descriptive analysis method through case studies and observations or interviews. Descriptive
study are often designed to collect data that describe the characteristics of person, events, or
situations. Descripriptive research is either quantitative or qualitative in nature (Sekaran and
Bougie, 2013).
Table 2. Research stage based on Six Sigma DMAIC
No
1
2
3
4
5

Variable
Define

Activity
Defining the problem in this case CTQ or KPIs
include defining a process map
Measure
Measuring internal processes
Analysis
Analyzing data from the measurement results
and find the root cause
Improvement Filtering cause potensial, gather ideas to
eliminate the problem / solve the problem (SOP)
Control

Implement process control

Stages of research began with the search for the issues, symptoms, a phenomenon related
to the business processes of a product on Triple-play product services. From these findings,
then do the identification and formulation of the problem, and then formulated to obtain the
objectives to be achieved in this study.
After knowing the purpose of the study, researchers continue to look for information
about theories, references, and anything other support through a literature review and a
search of information about the object of study so that researchers can identify what things
are going to be focused in the research, and then to identify the variables.
The next step is to collect data-data related research both secondary data and primary
data which support research, among others, the achievement of performance data Line is
Services (LIS) of triple-play product, business process in service as well as through
interviews on related units existing business processes.
Secondary data obtained through observation and data processing from the dashboard of
customer data to obtain data from the service of triple-play product. already underway and
primary data through interviews to the units involved in the business process triple-play
product.
The next step the data is processed and analyzed to find the root cause and given
proposals for improvements including solutions for manual routine work done.
Data collection techniques to be performed through observation and interviews and
secondary data processing to retrieve data on the dashboard and do the processing of existing
data. There are 403 order samples for this research to determine which one of stage of the
process that had delay. For Interview section, population Research isthe people from unit
involved in the business process, especially in the process of fullfilment triple-play product
within the scope of eastern Indonesia.
IV. RESULTS
A. Define
The method used in the execution of this thesis is descriptive research method. According
Sekaran, descriptive study is "undertaken in order to ascertain and be Able to describe the
characteristics of the variable of interest in a situation" (Sekaran dan Bougie, 2009). This
method will then proceed with the analysis of quantitative data using statistical test then the
author concludes suggestions for improvement efforts over the situation and problems faced
by company.
Quantitative research is an approach for testing objective theories by examining the
relationship among variables. These variables, in turn, can be measure, typically on
instruments, so that numbered data can be analyzed using statistical procedures (Creswell,
2014).
Based on Sekaran and Bougie, the operational variables done by looking at the behavior
dimensions, aspect, or the nature symbolized by the concept (Sekaran and Bougie, 2009).
At Define stage, we mapping the provisioning process and the Key Performance Indicator
(KPI) standard and include get data from dashboard to filter which order that has been delay
in delivery.
Triple-play product use an application to perform the data capture potential customers.
After inputting process is completed, the data will be entered into OSS application to be
processed according to the stages of the process. After going through this process, then
proceed with the backend work until the installation of the device in the direction triple-play
product customers. All control over the process is done through OSS including automatic
configuration of the network point of access to the customer. To support the provisioning
process triple-play product, XYZ Company uses OSS applications that integrate with

Network Management System (NMS) of the associated device that allows configuration can
be performed automatically triple-play product.
XYZ Company has sets the standard for the first time order fulfillment services tripleplay product up in 72 hours. In practice there are some services that late order past the
existing standards.
B. Measures
Based on the TTI Comply data, on the dashboard in 2015, there are 17089 orders /
services that has been delayed. Using the data analysis approach , we conducted sampling
to identify the stages which are becoming a crucial and often disturbed in the process of
fulfilling the service triple-play product. We took a sample of 400 samples from the late
mapping with the following composition:

Figure 1. Pareto Diagram in triple-play process delay
Using the Pareto diagram and use the 80/20 principle can be seen that 80% of
problems triple-play product delay in the supply of services due to the 20% of the causes.
C. Analyze
Based on the above process steps, to identify the root cause that led to the slow process
of provisioning triple-play product then each activity needs to be mapped to determine the
issues which have great impact in the process later in the show in fishbone diagram. Based
on pareto diagram before on measure stage, it was found that there are two stages of the
process are not effective and influential we analyze two big process using fishbone
diagram to find to the root causes.

Figure 2. Fishbone Diagram for delays in provisioning
By observation and depth interview to the unit that relevant we then filter and find there
five factor that become root causes are the reason which delay the fulfillment of triple-play
services.
Table 3. Main Root Causes
No
Problem
1 Lack of Fulfillment People
2 Lack of Expert Support
3 Technical data different in the field

Frequency
5
4
4

4

The distance far from standard 100m

4

5

Lack of operational car

4

D. Improving
Based on the fishbone diagram and depth interview, we produce and formulating the
solution to improve performance of the triple-play product provisioning. This
recommendation solution then been applied by relevant unit. This phase produce solution of
each root cause and the commitment date for implementation.
From the findings at this stage was also reported to the relevant unit in the form of a
sharing session with units which are directly involved in the process of provisioning
Indihome.
Table 4. Problem and solution
No Problem
1

Completion
Actual
Solution
commitment completion
Lack of Fulfillment People 27/08/2016 29/08/2016 Built in Training

2

Lack of Expert Support

01/09/2016

-

3

Technical data different in
the field

Continued

Dec 2016

4

The distance far from
standard 100m

01/09/2016

5

Lack of operational car

-

-

Special recruitment
for FTTH technician
Lease of temporary
workers to accomplish
incomplete data
Setting standards and
rules on the length of
cable required based
on location/witel
Proposed to Partners
for car

There is also a propose for business process change to make sure all details included.

E. Control
To make sure the problem stay fixed and secure and make sure there is no same problem
in the future we propose to build Standard Operation Procedure (SOP) dan Key Performance
Indicator (KPI) Dashboard to monitor the performance.To accelerate the performance of the
delivery we suggest to make control chart and quality control for quality improvement.

Figure 3. Propose KPI Dashboard
V. DISCUSSION AND CONCLUSIONS
Six Sigma is a highly effective tools in manufacturing. In the field of
telecommunications services, especially need a different approach as they relate to the
values that can be measured is different than on manufacturing. The current study is based
on a new internal business processes in the company telco. For further research needs to
be measured, especially related to the quality of service received by the customer,
including eliminating processes that do not need to be in the relationship between
customer and company.
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