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PREFACE 

Business is a part of human life that develops dynamically, it is very influenced by the development 
of information technology. Innovations in information technology are presenting new opportunities 
and challenges to the way policy makers and organizations harness technological capability to support 
economic growth in tandem with societal well-being. The pervasive impact of innovations in 
information technology is reflected by numerous technology-enabled solutions ranging from smart 
health, cloud technology, big data and analytic, collaborative and communication platforms, e-
government, energy and infrastructure management to smart cities. These make the development of 
information technology becomes a really great deal in the business world. The success of a business in 
achieving its goals is determined by how smart they manage their business, or in the other words, how 
to collaborate their function of the company with information technology. The real collaboration 
happens when every party of the business work together to achieve their goals. This collaboration is 
very important for the company's long-term goal. 

The dynamic, unprecedented, and interconnected nature of today’s business has called for scholars to 
do research in producing knowledge, useful in supporting innovation in technology and information 
industries. The Smart Collaborations for Businesses in Technology and Information Industries 
(SCBTII) Conference 2016 is established to discuss the importance of smart collaboration for 
business particularly the role of academics, business, government, and society to create overall growth 
and sustainability of the countries. We invite the academics /practitioners/ researchers / engineers/ 
students to join us and share the new innovative trends in their field. This common platform is 
expected to provide the bases for smart collaboration for business to serve the society and 
environment in a better way. Through this forum, people can exchange ideas and share experience in 
business at all levels with academics and best practitioners, build the networks that can help the 
participants to create smart collaboration in business and professionals, and capable to explore in 
depth understanding the role of academics, business, government, and society in creating overall 
growth and sustainability of countries. 

The SCBTII Conference encourages discussions on research-in-progress. For those authors who 
cannot submit full papers, they can present their latest research findings at the SCBTII Conference if 
their abstracts are accepted. All presented papers will be published in the conference proceedings for 
free distribution at the conference. Authors are not required to transfer copyrights to SCBTII 
Conference. The conference has attracted 67 submitted abstracts. There were only 46 qualifying 
manuscripts which consist of 45 full papers that eligible to present at SCBTII Conference 2016. Some 
selected papers will be published in special issue by Journal of General Management (ISSN: 0306-
3070), indexed by Scopus.   

In this occasion, I am honored to thank all contributors to the Conference including all Authors and 
Reviewers. Also, I have been blessed to work with a dedicated Organizing Committee, consisting of 
Colleagues at the Faculty of Economics and Business, Telkom University.   

Sincerely, 
Conference Chair 

 

Dr. Astri Ghina 
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SEMINAR AND CONFERENCE INTRODUCTION 

Indonesia is facing huge challenges in developing Information and communication 
technology (ICT) connectivity. At least three aspects contribute to the reasons why ICT 
should be considered as a priority sector in Indonesia. First, as the world’s largest archipelago 
nations that consist of more than 17,500 islands and has nearly 250 million of population, 
Indonesia requires substantial investments in ICT infrastructure to meet the strong demand of 
private and public sectors. Second, reliable international connectivity, especially with other 
ASEAN countries member, is a must in order to remain competitive in an interconnected 
world. Third, new technology requires sufficient capacity of ICT infrastructure. Indonesian 
Government responded these issues by making a comprehensive plan. For example, in 
October 2014, the Indonesian Government exposed Rp 278 trillion broadband connectivity 
plan in order to boost the economic growth. This five years plan defines broadband 
development in Indonesia, set strategy to achieve it, and arranged major milestones. 

The right direction of broadband connectivity plan should be implemented in a given 
timeframe. Some recommendations and implications related to ICT development in Indonesia 
have been addressed. For example, educational and training skills (including English 
language skill) should be enhanced through connecting all schools with internet by 
implementing e-Education and e-Learning programs. Competence center that consist of 
experts from academicians, industries or businesses, communities, and government should be 
established in order to boost research and development (R&D) in Indonesia. 

In 2015, World Economic Forum published the Networked Readiness Index (NRI) of 143 
countries. The NRI measures the propensity of a country in exploiting opportunities offered 
by ICT. Some indicators are being used by NRI, which include: political and regulatory 
environment, business and innovation environment, infrastructure and digital contents, 
affordability, skills, individual usage, business usage, government usage, economic impact, 
and social impact. In response to these issues, School Economics and Business Telkom 
University proudly announce the prestigious seminar and conference on Smart 

Collaborations for Businesses in Technology and Information Industries (SCBTII) 

Conference 2016, with a specific theme of “Success through Synergy: Academics, 
Businesses, Communities, and Government.” SCBTII 2016 will be held on August, 15th-16th, 
2016 in Bandung, West Java. This event will cover seminar, conference, and workshop. 
SCBTII 2016 welcomes all innovative ideas in using ICT to create new values in order to 
empower and transform a community with a better vision in the future. We invite all the 
participants from universities, research institutes, industries, private and government 
organizations, and professional societies from various countries around the world to share 
ideas and practices in this event. 
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SUCCESS THOUGH SYNERGY: 

ACADEMICS, BUSINESSES, COMMUNITIES, AND GOVERNMENT 

 

The Networked Readiness Index (NRI) 2015, published by the World Economic Forum, 
includes 143 countries and measures the propensity for the countries to exploit the 
opportunities offered by information and communications technology.  
The NRI considers several indicators, such as the political and regulatory environment, the 
business and innovation environment, infrastructure and digital content, affordability, skills, 
individual usage, business usage, government usage, economic impacts and social impact.  
 
To meet the requirements and keep pace with international developments, including 
connectivity to other ASEAN member countries, the broadband connectivity plan, which 
describes the path to the right direction, should be implemented in the given timeframe. 
Further considerations, recommendations and implications related to ICT development in 
Indonesia are pointed out in the following: As addressed in the broadband connectivity plan, 
educational and training skills, including English language skills, should be enhanced by 
connecting schools to the Internet and implementing e-Education and e-Learning programs. 
Competence centers consisting of experts from academia and the private sector should be 
established to boost research and development (R&D) in Indonesia.  

This forum is established to discuss the importance of smart collaboration for business 
particularly the role of academics, business, government, and society to create overall growth 
and sustainability of the countries. We invite the academics/practitioners/researchers/ 
engineers/students to join us and share the new innovative trends in their field. This common 
platform is expected to provide the bases for smart collaboration for business to serve the 
society and environment in a better way. 
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KEYNOTE SPEAKERS 

Theme: 

ICT Development Challenges and Opportunities Facing Digital Businesses Today 

 

 

Drs. Rudiantara, MBA 

Minister of Communication and Informatics Republic Indonesia 
 

Rudiantara was born in Bogor, May 3, 1959 what is a seasoned professional has engaged for Decades 
in the Indonesian Telecommunications Industry. He’s career in the Three Largest mobile operator in 
the country. Rudiantara journey began in1986 taxable income complete the preparation tasks of 
Statistics from Padjadjaran University, he work as General Manager Business Development at 
Indosat. 
 
About 10 years later, in 1996, Rudiantara served as COO of PT Telekomindo Primabhakti. He was 
finished the MBA degree from IPPM-Indonesian. He was a director at PT XL Axiata Tbk (formerly 
PT Excelcomindo Pratama Tbk) since 2005. He take part in the telecommunications industry Foreign 
with hold a prayer position as CEO Bukitasam, CEO Transpacific Railways and Railways 
Infrastructure, Deputy Director of Semen Gresik, then served as Vice President Director of PT PLN 
(Persero) in 2006. 
 
Rudiantara review of 10,000 MW Power Plant Project, but he back into world telecommunication as 
Independent Commissioner of PT Telekomunikasi Indonesia in 2011, and Independent Commissioner 
in PT Indosat Tbk since the end of 2012. Rudiantara Also active in different organizations,including 
the Secretary General of the Indonesian Telecommunications Association (ATSI). Lastly, he noted as 
President Commissioner of PT Rukun Raharja since June 2014. 
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KEYNOTE SPEAKERS 

 

Prof. Teck Y. Eng 

University of Southampton 
Professor of Marketing, Head of Marketing, 

Entrepreneurship & Global Strategy Group, and Associate Research Director  
of Essex Business School, University of Essex. 

Managing editor of the Journal of General Management 
 

Professor Teck Yong Eng is the Director of the Department of Digital and Data Driven Marketing. 
Teck Yong Eng joined the Southampton Business School, University of Southampton in January 2014 
as Professor of Marketing and Director of the Department of Digital and Data Driven Marketing. 

Prior to joining Southampton Business School, he was a Professor of Marketing, the Head of 
Marketing, Entrepreneurship and Global Strategy Group, and an Associate Research Director at the 
University of Essex, Essex Business School. Professor Eng received his PhD in Management Sciences 
from the University of Manchester (formerly University of Manchester Institute of Science & 
Technology, UMIST). His research revolves around optimum resource allocation, value creation and 
maximizing utility function through scientific research methods for firm-level managerial decisions 
such as capability development, supply chain analysis, commercialization of new technology, 
customer portfolio management and new product development in various industry contexts as well as 
non-profit sectors. 

Professor Eng was Co-Chair of the Global Economic Crisis and Development conference (London, 
2009) and chaired tracks on marketing and supply chain management at international conferences. He 
is also an active trainer and keynote speaker. He has also published over 60 research articles in peer-
reviewed journals and conference proceedings, over 35 in peer-reviewed academic journals, guest co-
edited three special issues, and three book chapters 
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SPEAKERS 
 

 

Dr. Gadang Ramantoko 
Professor of Management of ICT, Head of Digital Leadership 
Concentration MM Tel-U Program, School of Economics and Business, 
Telkom University 

His research area is ICT based management, Innovation in Telco and 
Business model. His daily activity is a lecturer and researcher in Telkom 
University  

 

R. Tubagus Wijaya, SE 
CEO Parfum Gue 

His business develops unique perfume according to customer personality. 
To make the perfume, he uses software application to build some formula 
for every customer personality. 
 

 

Hadi Kuncoro 
Chief Executive Officer 
A Commerce- Ecommerce Solutions for Southeast Asia 
A Pioneer and market leader of End to End enabler solution services for 
Ecommerce industry. 
#1 in SEA for website and mobile apps design and development, end to 
end operations (photo production, customer services, delivery and 
fulfillment warehouse), digital online marketing (paid channel and 
Organic), channel management and cross border services. 

 

Dr. Ir. Mustika Sufiati Purwanegara, MSc. 
She was graduated from industrial engineer ITB. In the early times of her 
career she worked in several manufacturers. During her study in State 
University of Ghent (former name of Gent University) Belgium, she was a 
Researcher in Food Quality and Quality Management (1989-and 1992) 
and Consumer Behaviour (1993-1997). She received a Doctorate Degree 
(1997). When she was working as a consultant in the Bureau of 
Economics of the Government of West Java Province and the West Java 
ProBuild (Promotion and Networking Businesses, 1997-2003), she 
conducted Marketing Research for distinctive products produced by West 
Java’s small-medium scale enterprises, national and internationally. 
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SEMINAR AND CONFERENCE AGENDA 
Day 1 August, 15

th 
2016 

 

Time Duration Program Details 

08.00 – 08.30 30’ Registration  

08.30 – 08.45 15’ Opening Ceremonial, 
Traditional Performance 

Welcoming distinguish Keynote Speaker and 
Participant. 

08.45 – 09.00 15’ Opening Speech Opening Speech by Rektor Telkom 
University 

09.00 – 09.05 5’ SCBTII Report Scientific Comitte Report Chairman 

09.05 – 09.30 25’ Keynote Speech 
Drs. Rudiantara, MBA 

Ministry of Communication and Information 
Republc of Indonesia 

09.30 - 09.40 10’ Souvenir & Photo 
Session  

09.40 – 10.00 20’ Coffee Break  

10.00 – 10.55 55’ Keynote Speaker 
Prof. Teck Y. Eng 
University of Southamton 
Professor of Marketing 

10.55 – 11.50 55’ Discussion  Discussion with Prof. Teck Y. Eng 

11.50 - 12.00 10’ Plakat Session  

12.00 – 13.00 60’ Break (Lunch Time)  

13.00 – 15.00 120’ 

Panel Session 
 
Moderator 
Dr. Gadang Ramantoko 

Perwakilan PT. Finnet Indonesia 

Theme : Smart Collaboration PT. Finnet 
Indonesia in Digital Age 
R. Tubagus Wijaya, SE 

Theme : Strategic Principles for Competing 
in Digital Age.  
Hadi Kuncoro 

Theme : The Best E-Commerce Platforms 
for Small Business 
Dr. Ir. Mustika Sufiati Purwanegara, 

MSc. 

Theme: The Marketing Strategy in Digital 
Age.  

15.00 - 15.20 20’ Souvenir & Photo 
Session  

15.20 – 16.00 40’ Coffee Break  

16.00 – 17.00 60’ Prepare Gala Dinner  

18.30 - 18.45 15’ Opening Gala Dinner  

18.45 - 20.30 105’ Barboovie  
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SEMINAR AND CONFERENCE AGENDA 
Day 2 August, 16

th 
2016 

 

Time Duration Program Details 

07.30 – 08.00 30’ Registration  

08.00 – 10.00 120’ Parallel Session 1 

Room 1 : Smart Finance& Accounting 
Room 2 : Smart Commerce 
Room 3 : Smart Commerce II 
Room 4 : Smart Education 

10.00 – 10.30 30’ Coffee Break  

10.30 – 11.30 60’ Parallel Session 2 

Room 1 : Smart Finance& Accounting 
Room 2 : Smart Commerce 
Room 3 : Smart Commerce II 
Room 4 : Smart Education 

11.30 – 12.00 30’ Closing 
 

1. All participants gathered in one room 
2. Announced the best paper 
3. Distribution of certificates to participants 

 
 

12.00 – 13.00 60’ Lunch Time Comittee prepare for city tour 

13.00 – 14.00 30’ Travel to Saung Udjo  

14.00 – 16.00 120’ 
Angklung Workshop 
Saung Udjo 
Performance 

 

16.00 – 17.00 60’ On The way Home  
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The Determinants of Financial Literacy towards Disparity among 
Indonesian Business Student 
Devina Febriani Agung, Subiakto Soekarno 

Institut Teknologi Bandung 
Bandung, Indonesia 

subiakto@sbm-itb.ac.id , devina.febriani@sbm-itb.ac.id 

Abstract  

People with a higher level of financial literacy tend to be more proper in making their financial decision, manage their money 
well and make contribute to their prosperity. Unfortunately, people in many levels were lack of financial literacy. 
Demographic factors such as age, gender, ethnicity and also financial education are generally assumed as the factors that 
affect financial literacy. However, there are also some evidences prove that those factors have no effect on increasing financial 
literacy. This research focuses on financial literacy of business students Institut Teknologi Bandung. This research is intended 
to examine the level of financial literacy index of students and examine which demographic factors impact financial literacy 
index of students using multi-linear regression as the analytical tool. The data for this research was collected through 
questionnaire adapted from DEFINIT-SEADI_OJK (2013) and distributed to 300 business students in ITB. The finding of this 
research indicates that the financial literacy index of students is generally in low level of financial literacy and the 
determinants of financial literacy among  business students are age, gender, and financial education 
 
Keywords: financiual literacy; financial inclusion; education; demographics  

1. Introduction 

1.1 Background 
Financial literacy is an important factor that affects the financial condition of a country. Low level of financial 

literacy can influence people’s money management. Ineffective money management can make countries easier to 
experience financial crisis (Sandra Braunstein, 2002). Increasing financial literacy is a public policy objective and 
become a focus of some organizations such as government and banking industries. The goal is to improve welfare 
through better financial decision-making (U.S. House of Representative, Financial Service Committee, 2009). 
People with a higher level of financial literacy will perform a better personal financial management and the 
financial stability. Studies show that when people participate in the financial system, they are able to start 
businesses, invest, and manage risk. This can help the economic stability of the country.  

Indonesia is the fourth most populous nation in the world after China, India, and United States. The census 
conducted by Badan Pusat Statistik in 2015 reported that Indonesia has 254,9 million people. Indonesia is divided 
into 30 provinces and consists of many different ethnics like Javanese, Sundanese, Madurese, Chinese, and Arab 
that spread over the country. The economic and the financial condition for every region in Indonesia are different. 
Therefore, the financial knowledge of Indonesian people may different because of the diversity. It is also impact 
the level of financial literacy. The level of financial literacy in Indonesia are in a low level compared with other 
countries. It is revealed in a survey conducted by Indonesian Financial Services Authority (Otoritas Jasa 
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Keuangan) in 2013, it is found that Indonesia’s populations still experience a relatively low rate of financial 
literacy. Only 21.84% of Indonesian population is categorized as well literate, 75.69% is sufficient literate, 2.06% 
is categorized as less literate and 0,41% not literate. Otoritas Jasa Keuangan also found the survey about financial 
literacy among students in Indonesia that is only 28.28%. The data indicates that Indonesia’s students are lack of 
knowledge about financial and it becomes serious problem for Indonesia because student eventually will make up 
the population in Indonesia and contribute for the change in the level of financial literacy. 

For most students, their college time is their first experience in managing their own finances. Students may 
face financial problems with their new environment. Students should be able to see how to independently arrange 
their finances properly and responsible for the decisions they have made. Students should have financial 
knowledge early to organize their finances well in the future and assume more responsibility for their own 
financial well-being. Therefore, Otoritas Jasa Keuangan is responsible to increase financial literacy of people in 
Indonesia especially in 2015, they were focus to improve literacy of Indonesia’s students. They are responsible to 
arrange the education, literacy campaign, and also developing education infrastructure. 

People who never get financial education may have lower levels of financial literacy, be less interested in 
financial products, and have worse financial decision. Many papers said that the impact of poor decision making 
due to lack of financial knowledge can be overcome through financial education, in other words financial 
knowledge appears to be directly correlated with self-financial literacy (Hilgert, 2003). However, questions exist 
concerning the effectiveness of financial education in improving financial literacy (Lyons, Palmer, Jayaratne, & 
Scherpf, 2006). There are also research indicated that those who took the course or financial education were no 
more financially literate than those who had not. (Lewis Mandell, 2009) 

The factors that affect financial literacy is not only from the education, but also demographics characteristic. 
The example is ethnic/racial and regional differences: city-dwellers in Russia are better informed than their rural 
counterparts, while in the U.S., African Americans and Hispanics are relatively less financially literate than others 
(Lusardi A, 2011). The other example is the research from Chen and Volpe (1998), it explained that men are more 
understand about financial and more literate than women. This research focus on a case study that examines the 
determinants of financial literacy of business students in ITB who had taken the financial courses and those who 
had not taken any financial course.  

 
1.2 Research Question 
1. What are the determinants of financial literacy of students? 
2. What is the level of financial literacy index of students? 
3. What are the recommendation for policy maker and further researcher? 

 
1.3 Research Objective 
This research will examine the determinants of financial literacy among Indonesian business students and measure 
the financial literacy index of Indonesian business students based on each demographic factors and the overall 
index. This research will also give recommendation from policy makers and further researcher. 

2. Literature Review 
2.1 Financial Literacy 

Financial literacy is the ability to use knowledge and skills to manage financial resources effectively for 
lifetime financial security (Huston, 2010). Another definition referred to (Annamaria Lusardi, 2009), financial 
literacy is an important component of financial decision-making. Lack of financial literacy may cause someone 
more likely to have a problem with debt, involved in high credit costs, and unlikely to plan their financial planning 
for the future (Lusardi and Mitchell, 2010). (Chang and Hanna 1992) found that individuals with high levels of 
financial knowledge appeared to make more efficient decisions when contrasted with those possessing lower levels 
of financial knowledge. Educational attainment is one of important determinants of financial literacy, but they are 
not the sole determinants. Research also found that financial knowledge among the young is strongly influenced by 
family background (Annamaria Lusardi, 2009).  

Another remarkable finding has to do with persistent international sex differences in financial literacy: in most 
cases, women are less financially knowledge than are men. There is a systematic and persistent difference between 
men and women in financial literacy (Lusardi A, 2011). Women typically participate less than men in the stock 
market, while also scoring lower on financial literacy. Grouping people by such characteristics as income, gender, 
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age, or rural residence can reveal important gaps in account ownership (Asli Demirguc-Kunt, 2015). This 
statement strengthened by (Arindam Laha, 2011) that said economic status and the level of education of the 
household is found to be positively and significantly correlated with the degree of the knowledge and the use of 
financial products.  

 
2.2 Financial Literacy Variables 

To measure the financial literacy, most studies use the variables defined by (Lusardi, 2007). It classifies the 
level of financial literacy into basic financial literacy and advanced financial literacy. 
2.2.1 Basic Financial Literacy 

Basic financial literacy evaluates the knowledge of basic economic concepts and formal financial products 
like the knowledge of saving account in bank, ability to calculate basic financial numeracy such as simple interest, 
compound interest, inflation, discounting, and risk diversification. 
2.2.2 Advance Financial Literacy 

Advance financial literacy covers topics such as the concept of risk return, difference between stocks and 
bonds, the function of the stock market, the relationship between bond prices and interest rates. 
 
2.3 Conceptual Framework and Hypothesis 

Figure 2.1 Theoretical Framework 
 

 
 
       
 

 
 

 
          Dependent variable 
      
 
 
 Independent variable 
 

H1: Gender is significantly and positively influences financial literacy index of students 
H2: Age is significantly and positively influences financial literacy 
H3: Ethnicity is significantly and positively influences financial literacy 
H4: Monthly expenses is significantly and positively influences financial literacy 
H5: Family background is significantly and positively influences financial literacy  
H6: Financial education is significantly and positively influences financial literacy 
 
3. Methodology 

This research used primary data collected by questionnaires distributing to the  300 business students of 
Institut Teknologi Bandun . After the data collected, each variables of Basic Financial Literacy and Advance 
Financial Literacy are assigned score 1 for correct answer and 0 for incorrect answer or do not know. In allocating 
the weight for each financial literacy variables, the method utilized is simple weight method by sum up the total 
score for each variables multiplied by its weight. Based on SEADI (2013), the rule for financial literacy 
categorizes as follow : 
1. Financial Literacy Index that lower than or equal to 60 is categorized as low financial literacy index (0 < FLI ≤ 

60) 
2. Financial Literacy Index that higher than 60 and less than or equal to 80 is categorized as moderate financial 

literacy index (60 < FLI ≤ 80) 
3. Financial Literacy Index which is higher than 80 is categorized as high financial literacy index (80 < FLI) 
Multilinear regression used to examine the determinants of financial literacy index of students based on 
demographic factors. The model is as follows: 

Gender (X1) 

Age (X2) 

Ethnicity (X3) 

Monthly Expenses (X4) 

Family Background (X5) 

Financial Education (X6) 

Financial Literacy (Y) 
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FL= β0+ β1GENDER1+ β2AGE2+ β3ETHNIC1 + β4ETHNIC2 + β5ETHNIC3 + β6ETHNIC4+ β7EXPENSES4+ β5 
EDU5+ β6E FAMBACKGROUND 6+ e 
 
FL   = Financial Literacy Index 
GENDER1  = Gender 
AGE2   = Age 
ETHNIC1  = Ethnic Jawa 
ETHNIC2  = Ethnic Sunda 
ETHNIC3  = Ethnic Batak 

 
ETHNIC4  = Ethnic Minang 
EXPENSES4  = Monthly Expenses 
EDU5   = Financial Education 
FAMBACKGROUND 6  = Family Educational 
Background 

4. Result and Analysis 

4.1 Financial Literacy Index 

Table 4.1  Financial Literacy Index 

  
Basic Literacy Advance Literacy Overall Literacy   

mean 67.48 50.72 59.10 
median 72.73 58.33 61.74 
st. deviation 24.26 26.76 23.88 
minimum 9.09 0.00 8.71 
maximum 100.00 100.00 100.00 

 
From table above, it can be seen that the mean in basic literacy index of students is 67.48 and categorized as 

moderate level (60 < FLI ≤  80), while the advance literacy index of students is 50.72 and categorized as low level 
(0 < FLI < 60). The overall financial literacy index is 59.10, so this is suggesting that the financial literacy of 
Indonesian students is still at the low level. 

Table 4.2 Financial Literacy Index of Each Demographic Factor  

FACTORS BFL 
index 

AFL 
index 

Overall 
index 

Gender Male 74.29 56.71 65.50 
Female 62.42 46.27 54.35 

Age 

17 42.21 23.81 33.01 
18 54.45 38.95 46.70 
19 64.56 45.32 54.94 
20 78.62 60.80 69.71 
21 89.22 74.81 82.01 
22 82.95 73.96 78.46 

Ethnic 

Jawa 66.39 50.21 58.30 
Sunda 60.89 45.24 53.07 
Minang 65.45 48.33 56.89 
Batak 77.45 55.67 66.56 
Others 73.82 55.17 64.50 

Monthly 
Expenses 

<1,000,000 67.36 49.73 58.54 
1,000,000–2,500,000 68.13 51.31 59.72 
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2,500,001–4,000,000 62.34 48.81 55.57 
4,000,001–5,500,000 63.26 48.96 56.11 

Family 
Background 

SMA  65.66 51.85 58.75 
D3 68.18 43.06 55.62 
S1 65.77 50.52 58.14 
S2 69.86 51.83 60.84 
S3 67.88 47.78 57.83 

Financial 
Education 

No 53.76 35.61 44.68 
Yes 81.09 64.44 72.77 

 
4.2 Regression of Demographic Factors and Financial Literacy Index 
 

Table 4.3 Result of Multilinear Regression 

Model 

Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig. B Std. Error Beta 
(Constant) -66.157 19.514   -3.390 .001 
GENDER 5.716 2.116 .119 2.701 .007 
AGE 6.117 1.057 .311 5.787 .000 
ETHNIC1 (Jawa) -4.892 2.866 -.100 -1.707 .089 
ETHNIC2 (Sunda) -5.522 3.242 -.094 -1.703 .090 
ETHNIC3 (Batak) -.133 4.343 -.002 -.031 .976 
ETHNIC4 (Minang) -6.107 3.811 -.082 -1.602 .110 
MONTHLY EXPENSE .396 2.594 .007 .153 .879 
FINANCIAL EDUCATION 19.546 2.520 .410 7.755 .000 
FAMILY EDUCATION BACKGROUND -1.249 2.354 -.024 -.531 .596 
Adjuested R Square 0.453     

 
 
Referring to the Table 4.3 the regression equation that correlate the independent variable and the dependent 
variable can be shown as follows: 
 
The adjusted R square in this research is 0.453 , it means that 45.3% of financial literacy were affected by gender, 
age, ethnic, monthly expense, financial education, and family background. While the rests 54.7 % were influenced 
by other variables, which are not mentioned in this research. 
 
Financial Literacy = -66.157 + 5.716 Gender + 6.117 Age – 4.892 Jawa ethnic –5.522 Sunda ethnic - 0.133 Batak 
ethnic – 6.107 Minang ethnic + 0.396 Monthly Expense + 19.546 Financial Education – 1.249 Family Educational 
Background 
 
Those equations can be explained as follows: 

Gender is significantly and has positive effect to financial literacy. Financial literacy of men is 5.716 higher 
than female. It means that male students are more literate than female. It suitable with previous research by 
(Lusardi, 2011) said that women uniformly know less, and they know they know less, than do men, in terms of 
financial knowledge. 
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Age is significantly and has positive effect to financial literacy. If age increase by 1 level, financial literacy will 

increase 6.117. It is because along with the increasing in their age, they get more knowledge and awareness to 
manage their finance better.  

Ethnic is not significantly affecting the financial literacy. It because the ethnic of students may not pure and 
they live in Bandung. So they have to adapt the situation and their behavior become one. So, their ethnicity cannot 
reflect their literacy. However, from the descriptive index, batak ethnic is the highest, it means that from the five 
ethnics, batak is more literate than others and followed by, jawa, minang, and sunda. 

Monthly Expenses is not significantly affecting the financial literacy. It because the expenses of students cannot 
represent their financial knowledge. Besides that, the monthly expenses of students are quite the same and still 
depend on their parents. So the index is not too different.  

Financial Education is significantly and has positive effect to financial literacy. The index of students who had 
taken the financial course is 19.546 higher than students who had not taken the financial course. It can be said that 
the financial education they had is effective and has a positive impact to the financial literacy.  

Family background that is the last education of head family is not significantly affecting the financial literacy. 
Even though their parents had low education, it did not mean that the knowledge of students is also low. 

 
5. Conclusion and Recommendation 
5.1 Conclusion 

Based on the result of questionnaire related to basic and advanced financial knowledge using simple weight 
analysis method, the results show that Indonesian students have low level of financial literacy (below 60). The 
descriptive analysis shows the determinants of financial literacy, which are gender, age, and financial education. 
Other demographic factors are not significant, but the level of financial literacy of each demographic factor is 
show.  
5.2 Recommendation 

The findings suggest to the policy maker to improve the financial literacy of Indonesian students because the 
level of the financial literacy is low. Since the level in advance financial literacy is severely low, the policy makers 
may focusing more on the advance financial knowledge. Financial education that has proven effective is needed in 
order to increase student’s financial literacy and better financial decision-making. It is recommended also for non-
business students to also get financial education to increase the financial literacy of all student in Indonesia. 
Finally, future research could extend this research by expanding the area of the research and investigate more 
variable that affect the financial literacy.  
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Abstract  

It is well known that in investment the existence of the relationship between risk and return is very strong. Bank as a financial 
institution that serves to collect funds from the public in the form of demand deposits, time deposits, and other deposits and 
channeled back in the form of credit, also has to consider the risks very well, especially the credit risks. The global financial 
crisis in 2008 brought a significant influence on credit risk and also credit valuation adjustment (CVA) risk framework. Since 
then The Basel II was improved by The Basel III which was first published in December 2009. Introducing new adjustment for 
capital adequate ratio (CAR) and model of capital cost risk against the volatility model for CVA, as for the improvement of The 
Basel II risk framework.  
 
The purpose of this study was to measure how well the risk model that has been used by  the government bank in Indonesia 
compare to the new CVA Internal Model based on The Basel III.  In this study VaR as the measurement tool for risk framework 
can be applied into the new regulation of The Basel III. This study is using the purposive sampling technique, and using the 
data of the banks that go public on the Indonesian Stock Exchange in 2013-2015. To make the calculation of risk volatility 
more precisely, ARMA and GARCH model will be applied into the Internal Model based on The Basel III. 
 
 

 

Keywords: Bank;Risk; BASEL III; VaR; Internal Model. 

1. Introduction 
 

Risk can be determined as a volatility of unexpected outcomes represents value of assets, equity 
of earnings (Jorion, 2007). The need to manage the risk and to hedge against these risks has led 
to the exponential growth of derivatives market (Jorion, 2007). Investors should consider the 
risks that could affect the level of profits and losses. Risk is also the variability of the actual and 
expected return. To minimize the risk it takes a statistical approach known as the method of 
Value at Risk (VaR). 
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Value at Risk (VaR) is quantitative risk management measurement tools to evaluate the 
exposure of market risk. VaR has been considered by regulatory authorities and financial 
institutions as the most important market risk measurement (Angelidis & Benos, 2008, 67). 
Market risk is dealing with changes in financial instrument prices, which will lead changes in 
portfolio value and later will affect the profit and loss. Beside to quantify market risk, VaR is 
widely used to set capital adequacy ratio (CAR) for accommodating market risk and to set the 
trading limit. This appliances were used widely in banking industry. VaR is also can be used as 
vehicle for corporate insurance as it calculated the worst possible loss due to market movement. 
Thus,VaR can be seen as risk control for position limit and margin requirement. VaR can 
provide accurate asset return and volatility estimation. VaR itself is the quantile function 
measured the tail of Profit and Loss distribution of portfolio. 
 
VaR can be obtained through conditional mean model i.e Auto Regressive (AR), Moving 
Average (MA), Auto Regressive Moving Average (ARMA) or and volatility modeling i.e 
GARCH (Standardized and modified). In the research of [Danielson 1997] found that classical 
GARCH has inadequate estimation for calculating tail quantile. Thus further model 
modification is needed to represent the actual time series. [Engle&Ng 1993] had Asymmetric 
GARCH to predict volatility. While [Nelson, Glosten, Jaganathan&Runkle1993] proposed 
asymmetric GARCH i.e. Exponential GARCH (EGARCH) and Treshold ARCH (TARCH).  
[Nelson 1990] modified standard GARCH and found negative correlation between stock return 
and volatility, while increasing volatility as impact of bad news and vice versa.  
[Thupayagale2010] had evaluated 8 volatility prediction models in emerging market and found 
that different model fitted different market behavior so that the result can give more accurate 
prediction. 
 
In this paper, we will see the risk that will face by the Indonesian government banking which in 
this case we will choose for Mandiri, BNI, BRI and BTN.  As a reference to set the limit of risk, 
Bank for International Settlement has recommend banks throughout the world to use the 
requirements from Basel Acord, in which VaR can be used as the measurement for the bank 
risk internally.  VaR will be used for calculating banking industrial capital adequacy for 
accommodating market risk. According to Basel 1998, safety margins for risk capital can be 
accommodating by multiplying historical VaR with at least 3 as the fudge factor., while in the 
latest Basel Acord (Basel III) the fudge factor or the stress factor are limited between k=3 and k 
=7. Therefore to enrich this study, we will use the lates Basel III as the reference for the risk.  
 

2. Background Theory  
 

2.1 Value at Risk 
Jorion (2007: 17) argues that "VaR summarizes the worst loss over a horizon targets 
that will not be exceeded with a given level of confidence". In the process of 
calculation of VaR, which is the object of the calculation is the distribution 
simulation of the daily return. The formula for calculating VaR are as follows 
(Jorion, 2007: 107) 
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VaR =   (1) 

Where 
W = eksposure 
 = volatility 

α  = confidence level 
t = holding period 

 
2.2 GARCH 

Generalised Autoregressive Conditional Heteroscedasticity (GARCH) described in 
the equation: 

         (2) 

 
2.3 Framework  

Value at Risk (VaR) is a risk measurement technique that is very popular discussed 
and implemented in measuring risk. Moreover, after the Bank for International 
Settlement recommend banks throughout the world for use in measuring the VaR 
market risk internally (Internal models Approach) (Basel III Accord).  
 

3. Research Methods 
 
A. Choosing Conditional Mean Model (ARMA) 

The first stage, entrance to conduct VaR calculation is to test whether the time series 
data will behave as stationery process. The null hypothesis in Augmented Dickey 
Fuller Test specified as below; 
H0;  = 0; (the data needs to be differenced to make it stationary)  
H1; < 0; (the data is stationary and doesn’t need to be differenced)  
which gives the result h =1, thus the null hypothesis is rejected and means the time 
series data is stationary 

 
Second stage, is to identify the ARMA Process. We should observe the 
Autocorrelation Correlation Function (ACF) and Partial Autocorrelation Correlation 
Function (ACF) in order to examine the lags which violated the Bartlett’s line. From 
visually results of lags that violate the Bartlett’s line, the those lags should be  
analyzed to construct ARMA process.  

 
The goodness of fit should be checked in the chosen model ARMA. The residual for 
each model together with Normality examination in QuantileToQuantile plot 
(QQPlot) are plotted in The likelihood value from Akaike/Bayesian Index Criteria 
(AIC/BIC) which represent as error of the model is calculated for each model and 
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later be compared. The smallest is to be chosen as best ARMA model. 
 

Third,Residual autocorrelation can be checked by conducting Portmanteau/Ljung-
Box Q test. The results must show that there is no autocorrelation in the chosen 
model. 

 
Last, the ARCH Effect is conducted to check if the model’s residual is following 
Strictly White Noise (SWN) and has no heteroskedacity effect. If yes, no necessary 
extended of volatility model required. If residual behave like White Noise but not 
SWN, then volatility model is required. Under the null hypothesis that a time series 
is a random sequence of Gaussian disturbances, this test assumed that no ARCH 
effects existed.  And result of this test was rejection of null hypothesis (h=1) with p-
Value under 5%. This test statistic is asymptotically Chi-Square distributed. 

 
B. Choosing Volatility Model (GARCH) 

From the chosen model of ARMA , the volatility model of GARCH will be found. 

C. Calculate Value at Risk from the chosen model of ARCH and GARCH 
Value-at-Risk can be obtained from the best suited model of conditional mean 
ARMA and volatility model of GARCH. 

D. Calculating Internal Model 
Internal Model will transform calculated VaRto regulatory capital by calculating its 
Market Risk (MR) with the following risk-capital formula results: 

 
      (3) 

 
Where VaRj,10 0.99 is a 10-day VaR with the 99% confidence level, calculated on 
day j and t represents today. The stress factor 3<= k <= 7 is determined as a 
function of the overall quality of the bank’s internal model.  Selecting k = 3.5 and 
CSR as specific risk assumed to be 0.5. 

 
According to the Basel III regulatory capital and market risk of the final rule, the 
specific risk in an internal model should include risk weight, to participate in 
various assets: sovereign debt, debt position multilateral development banks, 
government debt, foreign bank, credit union, bank public, corporate debt and 
securitization position (Basel III in www.pweregulatory.com). This factor should be 
adjusted in a state of debt and the bank's internal rating at this time. The highest 
factor is stressed in VaR. 

 
4. Results Analysis 

Before long way to obtain VaR, we take snapshot of return data of Mandiri, BNI, BRI 
and BTN. The data are taken from [1-Jan-2013] to [31 Mei 2015] , the return will be 
depicted in figure (1) to (4) respectively: 
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Source : Data Processing 

Figure  1 Return price stock of Mandiri (October 2013 – Mei 2015) 
 
 

 
Source : Data Processing 

Figure 2. Return price stock of BNI (October 2013 – Mei 2015) 
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Source : Data Processing 

Figure 3 Return price stock of BRI (October 2013 – Mei 2015) 
 
 

 
Source : Data Processing 

Figure 4 Return Price Stock of  BTN (October 2013 – Mei 2015) 
 

 
Below is the explanation for each ARMA model of all banks. 
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4.1 Choosing Conditional Mean Model ARMA  
 

A. ACF and PACF Bank Mandiri 
We define the Portmanteau / Ljung-Box Q test to begin with. From Ljung-Box Q test 
we have to pay attention to lag out the Bartlett's line  

 

 
Source : Data Processing 

Figure  5  ACF and  PACF time series data 
 

 
Source : Data Processing 

 
Figure 6 ARMA (1,1) 
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ARCH effects can also be visually inspected to check the ACF and PACF of 
residual current ARMA (1,1) model in Figure 6, and thus can be seen breaking 
the line of Bartlett.  We have conducted several test of ARMA where here we 
have  ARMA (1,1), (3,9) and (9,3). ARMA (1,1) gives the fit model, so it can be 
concluded that the model ARMA (1,1) has the effect of ARCH. 

 

 

Source : Data Processing 

Figure  7 ARMA (3,9) 

 
B. ACF and PACF of Bank BNI 

 
ARMA process for Bank BNI has been done by observation autocorrelation function 
(ACF) and partial autocorrelation function (PACF) to check lags that violates the 
Bartlett's line. Results are shown in Figure 9  the lag of 1, 2, 3, 4, 5, 6, 11 and 12 
need to be analyzed to build an ARMA process, since they violates the line of 
Bartlett. 
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Source : Data Processing 

Figure 8 ARMA (9,3) 

  

 
 

 
Source : Data Processing 

Figure 9 ACF dan PACF time series data 
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     Source : Data Processing 

Figure 10 ARMA (1,1) 
 
 

 
                         Source : Data Processing 
 

Figure 11 ARMA (1,11) 
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         Source : Data Processing 

Figure 12 ARMA (11,1) 
 
 

From figure 10 to figure 12, it can be seen that ARMA (11,1) gives a good fit test. 
The lines does not lag out from the Bartlett’s line. Therefore for the case of BNI we 
choose ARMA (11,1) model. 
 
 
 
 
 

C. ACF and PACF of Bank BRI 
 

In identifying ARMA Process for BRI there is no lag that violate the  Bartlett's line. 
Autocorrelation function (ACF) and partial autocorrelation function (PACF) to 
check the lag which violates the Bartlett's line. Results are shown can be seen in 
Figure 13. Since there is no lag out in ARMA the ACF and PACF, therefore we 
choose the default model of ARMA (1,1). It can be seen from figure (14) that this 
model gives a clean lags. We also try to test ARMA model (1,2) and (2,1), figure 
(15) and (16) respectively. They also give no lag out that violate the Bartlett’s line 
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Source : Data Processing 

Figure 13 ACF dan PACF time series data 
 

.   

. 

 
Source : Data Processing 

Figure 14 ARMA (1,1) 
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Source : Data Processing 

Figure 15 ARMA (1,2) 
 

 
Source : Data Processing 

Figure 16 ARMA (2,1) 
 
D. ACF and PACF of Bank BRI 

 
For ARMA process of bank BTN by observation of autocorrelation function (ACF) and 
partial autocorrelation function (PACF) we can check the lags that violates the Bartlett's 
lineare  the lag of 2, 3 and 20. From this starting poing we can build the  ARMA process 
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from this lines. 
 

 
Source : Data Processing 

Figure 17 ACF dan PACF time series data 
 
 
 

From figures 18, 19 and 20, we see that only model of ARMA (1,1) that doesnot lag 
out from Bartlett’s line. Therefore we chose ARMA(1,1) model for Bank BTN.  

 

 
Source : Data Processing 

Figure 18 ARMA (1,1) 
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Source : Data Processing 

Figure 19 ARMA (2,3) 
 
 
 
 
 

 
Source : Data Processing 

Figure 20 ARMA (3,2) 
 

4.2 Choosing Volatility Model  GARCH 
Determining the VaR model based on GARCH volatility. GARCH model has been 
developed by  Bollerslev (1986) .Next we calculate the model of GARCH for each 
Bank. 
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A. For Bank Mandiri GARCH (1,1) of ARMA (3.9) represented in equation (4) 
below; 

 
                                  

        (4) 
 

From this result it can be obtained that the value of GARCH = 0,3997 and 
ARCH,  = 0,1579, in which the requirement of  = 0,5576 <1 is 
achieved.  By this the choosing model of GARCH (1,1) of ARMA (3.9) as a 
model of volatility is acceptable. 

 
B. For Bank BNI GARCH (1,1) of ARMA (11.1) represented in equation (5) 

below; 

 
         

      5) 
 

From this result it can be obtained that the value of  GARCH = 0 and ARCH 
 = 0,3705 , in which the requirement of  = 0,3705 <1 is obtained. By 

this the choosing model of  GARCH (1,1) of ARMA (11.1) as a model of 
volatility is acceptable. Parameter K = 1.5906e.10-04 and C was found to be 
NaN (much smaller). 

 
C. For Bank BRI GARCH (1,1) of ARMA (1.1) represented in equation (6) below; 

 
   (6) 

 
From this result it can be obtained that the value of  GARCH = 0,3112  and 
ARCH  = 0,0192, in which the requirement of  = 0,3304 <1 is 
obtained. By this the choosing model of  GARCH (1,1) of ARMA (11.1) as a 
model of volatility is acceptable. Parameter K = 1.4332e.10-04 and C was found 
to be NaN (much smaller). 

 
D. For Bank BTN GARCH (1,1) of ARMA (2.3) represented in equation (7) below; 

                        
  (7) 

 
From this result it can be obtained that the value of  GARCH = 0  and ARCH 

 = 0,0133, in which the requirement of  = 0,0133 <1 is obtained. By 
this the choosing model of  GARCH (1,1) of ARMA (11.1) as a model of 
volatility is acceptable. Parameter K = 3.7563e.10-04  and C was found to be 
NaN (much smaller). 
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4.3  Calculate Value at Risk from the chosen model of ARCH and GARCH  
The next figures are showing the comparation between Var prediction from equation (2) with 
the observed return.  The comparation of VaR and return of  Bank Mandiri, BNI, BRI and BTN 
are depicted in figure 21, 22, 23 and 24 respecively. 
 
From those figures, it can be seen that the values of  VaR and the return value are still stable for 
all banks. Only on the trading day to 260 a surge exceeding the VaR value return for BRI and 
BTN,  but that is still in a stable category . Therefore it can be interpreted that the rate of return 
and the VaR can still be resolved by the bank, where it can be concluded that the VaR model 
for all banks are good..  
 

 

 
Source : Data Processing 

 

Figure 21 The Comparation of return and VaR value for Mandiri  
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Source : Data Processing 

 

Figure 22 The Comparation of return and VaR value for BNI 
. 

 
Source : Data Processing 

 

Figure 23 The Comparation of return and VaR value for BRI 
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Source : Data Processing 

 

Figure 24 The Comparation of return and VaR value for BTN 
 

4.4. Calculating Internal Model 
Internal Model will transform calculated VaR to regulatory capital by calculating its 
Market Risk (MR) with the following risk-capital formula  
 
From the data processing internally generated models as follows: 

 
Source : Data Processing 

Figure 25 Internal Model of Bank Mandiri 
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Source : Data Processing 

 
Figure 26 Internal Model of Bank BNI 

 
 
 

 

 
Source : Data Processing 

 
Figure 27 Internal Model of Bank BRI 
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Source : Data Processing 

Figure 28 Internal Model of Bank BTN 
 

5. Conclusions and Recommendations 
Based on the results of data processing, it can be seen each level VaR state banks and 
the internal value of each model of state-owned banks. Where the Bank VaR is 0.05 and 
internal models was 0.87 k = 6.5 and k = 3.5 is 0.57. Bank BNI value is 1.3 and the 
internal VaR models is a 2.5 k = 6.5 and k = 3.5 is 0.7. Bank BRI value was 0.29, and 
the internal VaR models are 0.86 k = 6.5 and k = 3.5 is 0.58. BTN Bank VaR value is 
0.06 and internal models are 0.99 k = 6.5 and k = 3.5 is 0.61. Based on the VaR model 
each state bank by BASEL III considered good. 
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Abstract   
The objective of this paper is to discover and analyze the factors of customer revisit intention among guests of a 
restaurant. The restaurant in context is Dapoer Pandan Wangi Sunda Resto. Dapoer Pandan Wangi Sunda Resto is 
one of  well-known Sundanese restaurant in Bandung. This subject can help them to maintain existing customers 
and enhance their repeat purchases to gain  profit. The factors are food quality, atmosphere, and perceived price 
value. This research also examines the relationship between customer satisfaction to revisit intention.  
Researcher use regression analysis as research method, with revisit intention as dependent variables and factors 
studied as independent variables. The data were gathered using questionnaire and distributed to customers who had 
visited Dapoer Pandan Wangi Sunda Resto. Based on the results, only food quality and overall customer 
satisfaction has significant influence to revisit intention. Among those variables, customer satisfaction has the most 
influence towards revisit intention. The result will be functional for restaurant operators to take effective steps in 
order to engage more customers to revisit.  
 
Keywords : Revisit intention ; Customer satisfaction ; Restaurant 

1. Introduction 
 

Food is one of basic human needs. Accordingly, opening a restaurant business has a good chance to be 
profitable. Indonesia is famous with its variety of delicious foods. Therefore, traditional foods restaurant, has 
spread all over Indonesia. It also happens in West Java. Sundanese food, the West Java specialty food, is very 
famous in Indonesia. In Bandung, capital city of West Java, the amount of Sundanese food restaurant is very big. 
Based on data from Dinas Pariwisata Kota Bandung, there are about 50 Sundanese restaurants that operated in 
Bandung. From those many Sundanese restaurants, Dapoer Pandan Wangi Sunda Resto is one of them.  

Dapoer Pandan Wangi Sunda Resto (or known as Dapoer Pandan Wangi) was first established in 2005. 
Until now, it keep growing and solidified its position as one of top Sundanese restaurant in Bandung. Their success 
story is an interesting thing to be observed. There are many factors that can contribute as its success factors. One of 
them that discovered from the owner is retaining customers. Dapoer Pandan Wangi majority of customers has this 
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revisit intention that makes them come back to the restaurant. This opinion is stated due the fact that Dapoer 
Pandan Wangi had only marketing activities in first two years of their existence, which means they don’t do 
specific actions with the purpose to attract new customer, but focusing on retaining customers. Retaining 
customers are said to be more profitable than winner prospective customers. (Bitran, Caldentey, & Mondschein, 
1998). In the survey conducted by America’s National Restaurant Association (2004), restaurant owners stated that 
70% of their business base comes from repeat customers. As Dapoer Pandan Wangi never held a research about 
customer revisit intention before, they don’t know which factor is the most influencing to revisit intention and how 
important it is to maintain and improve those factors.  

The researcher interested in discover and analyze the factors of customer revisit intention among guests of the 
restaurant. After interview with the owner and manager of the restaurant and supported with literature review, there 
will be four factors to be observed, which are food quality, atmosphere, price, and customer satisfaction. Those 
factors will be related to revisit intention. As a matter of fact, knowing the reason behind the revisit intention based 
on customers’ perspective will help Dapoer Pandan Wangi to expand the business, and makes evaluation for 
themselves. 
 
2. Literature Review  
2.1  Revisit Intention  

Revisit intention is described as an affirmed likelihood to revisit the restaurant in both the absence and 
presence of a positive attitude toward the provider. The particular range of potential behaviors provoked by overall 
experiences in particular restaurant is specifically measured (Han, et al., 2009). In Customers are likely to remain 
loyal to the company once they are greatly dedicated or have strong intentions to revisit, repurchase, recommend, 
and spend more. Hence, it is crucial to understand the attributes which influence customers’ decisions to return to a 
restaurant, as by understanding these factors, it will be feasible to meet customers’ expectations and prevent their 
defection which will lead to profit loss (Haghighi, et al., 2012).  
 
2.2    Customer Satisfaction 

Customer satisfaction is defined as a customer’s overall evaluation of his or her purchase and 
consumption experience of a good or service  (Johnson, et al., 1995). A customer compares the actual benefit and 
cost level in the purchasing behavior with the expected level of benefit. According to  Oliver, 1993, in his study, 
customer satisfaction is the core philosophy of marketing strategy of any organization and plays a key role in an 
organization success. As company delivers a product or service and satisfaction to customers, they generate profits.  
Assuming that product or service attain the need and demand of customers, they will become satisfied and will be 
converted to loyal customer  (Sabir, et al., 2014) 
 
2.3    Relationship between Revisit Intention and Customer Satisfaction 

Revisit intention is consistently associated with customer satisfaction, as it was said that the higher 
satisfaction a restaurant delivers, the higher the possibility that customers will revisit (Oh, 2000 and  Han, et al., 
2009). Oh’s study indicates that customer satisfaction as a powerful predictor of customer intent to repurchase  
(Oh, 2000). In addition, Kim, et al. in 2009 confirmed that customer satisfaction was positively associated to return 
intention and positive word-of-mouth endorsement. Nevertheless, a study conducted by Weiss, et al. in 2004, 
stated that customer revisit intention is merely affected by satisfaction with the theme restaurant food quality and 
atmosphere.  
Accordingly, the relationship between revisit intention and customer satisfaction can depend on the restaurant 
itself.  
 
2.4    Restaurant Quality Dimensions   

A restaurant is defined as a place where excitement, satisfaction, and a feeling of personal well-being are 
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accomplished (Finkelstein, 1990). Moreover, Finkelstein argued that restaurants’ attributes gave the restaurant its 
particular identity and character that will directly or indirectly involve in the act of dining and post-purchase 
behavior, i.e revisit intention. Customer’s wish to return to a restaurant (revisit intention) served as the behavioral 
measure (dependent variable) and will be compared with responses connecting to restaurant attributes, that will be 
regard as (independent variables). 
2.4.1 Food Quality 

Food quality defined as ‘the combination of attributes or characteristics of a product that gave 
significance in determining the degree of acceptability of the product to a user’ by USDA Marketing Workship 
Report. It was said to be seen as the most important aspect of the dining experience. Thus, it’s important to 
preserve the level of food quality to meet customers’ needs and expectations.  (Josiam, et al., 2014) 
2.4.2 Atmosphere  

The importance of the physical environment in influencing behaviors has been proved in many researches 
about consumer behaviors. As a result, the findings lead to conclusion that creating enjoyable atmosphere is crucial 
for a firm’s success  (Han & Ryu, 2009) 
2.4.3 Price 

The price is made of everything that a consumer must sacrifice so as to get a product or service  (Zeithaml, 
1988) Perceived fairness of price is proven to be positively related to behavioral intentions, while perceived 
unfairness of price may have negative behavioral reactions, such as dissatisfaction, protests, and  replacement to 
other providers  (Senic, et al., 2014). 
 
2.5 Hypotheses Development 

Based on several journals and references, researcher made a conceptual framework that involved the outline of 
this research along with the hypotheses.  
 
H1 : Food quality has significant impact on revisit 
intention.  
H2 : Atmosphere has significant impact on revisit 
intention. 
H3 : Price has significant impact on revisit intention. 
H4 : Customer satisfaction has significant impact on 
revisit intention. 
 
 
 
  

 
 
 Figure 1 : Conceptual Framework 
 

3. Methodology 
 3.1 Type of Research 

  The research is a quantitative business research, that addresses research objectives through empirical 
assessments that involve numerical measurement and analysis approaches (Zikmund et al., 2010). 
 
3.2 Operational Variable 
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  The proposed model of this research has four independent variable, which are Food Quality 
(FQ), Atmosphere(AT), Price(PR), and Customer Satisfaction (CS). The dependent variable used in this 
reasearch is Revisit Intention (RI).  

 
3.3 Population and Sample  

 The population would be the number of visitors to Dapoer Pandan Wangi. As there’s no previous 
study about the number of annual visitors in Dapoer Pandan Wangi, the owner approximate number of 
visitors per day as 300 people in weekdays (Monday to Friday) and 800 in weekend (Saturday and 
Sunday), as it summed up = (300x5) + (800x2) = 3,100 people per week. Based on the calculation, 
researcher assuming the visitors per year will be 3,100 x 48 = 148,800 visitors. Researcher will use 
purposive sampling ; with compulsory criteria that respondent had visit Dapoer Pandan Wangi Sunda 
Resto before, then using Slovin’s formula to determining the sample size. 
 

3.4 Data Analysis Technique 
 Multi linear regression is used to analyzing the data. Multiple linear regression is a widening of 
simple regression analysis, allocating a metric dependent variable to be anticipated by multiple 
independent variables. 

 
4 Result and Discussion  

The primary data is gathered by distributing survey using questionnaires. The questionnaire was distributed 
through online distribution by using Google Forms and offline by visiting the restaurant and ask the visitors to fill 
the questionnaire, targeted at customers who had visited Dapoer Pandan Wangi and have/plan to revisit the 
restaurant. There is total 177 respondents filled the questionnaire, however only 157 questionnaires were 
considered as legitimate for this research as they stated as have dined at Dapoer Pandan Wangi. Respondent rated 
the variables using 5-point Likert scale, which is the commonly used scale in questionnaires, and is the most 
widely used scale in survey research. 

 
4.1 Validity and Reliability Test  
Before spreading the questionnaires, researcher use 30 pre-test questionnaire to check the questions’ validity and 
reliability.  
For the present study, after gathered all data, researcher use KMO Test for each variable’s questions to test the 
validity and Cronbach Alpha for each variable to test research’ reliability. All variables pass both tests.  
 
4.2 Multiple Linear Regression Analysis 
As the data already passed classical assumption test, researcher use multiple linear regression analysis to find out 

about correlation about dependent and independent variables. The SPSS result for multiple linear regression 
analysis are as this table below :  

  
 Table 1. Relationship of Independent Variables to Dependent Variables 

Dependent 
Variable 

Independent 
Variables 

ANOVA Coefficient 
F Sig. Beta Sig. R2 

Revisit Intention Food Quality 26.793 0.000 0.318 0.000 0.414 
Atmosphere 0.004 0.950 
Price 0.161 0.114 
Customer Satisfaction 0.432 0.002 
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Independent variables will be considered to have significant influence towards dependent variable if the their sig. 
level numbers are below 0.08 (confidence level for this research is 8%). Therefore, we can conclude from the table 
to answer the following hypotheses; 
 H1 : Food quality has significant effect to revisit intention. 
 H2 : Atmosphere has  insignificant effect to revisit intention. 
 H3 : Price has insignificant effect to revisit intention. 
 H4 : Customer satisfaction has significant effect to revisit intention. 
   
 Additionally, from the beta coefficient, it can be concluded that customer satisfaction has the biggest 
effect to revisit intention. From table above it can be seen that the adjusted R square in this research is 41,4%, so it 
indicates that 41,4% of revisit intention was affected by food quality, atmosphere, price, and customer satisfaction. 
The other 58,6% were affected by other variables which are not stated in this research. 
 
5 Conclusion and Recommendation  
 

      Based on the analysis results, it can be concluded that food quality and customer satisfaction has 
significant effect towards revisit intention. Moreover, overall customer satisfaction is the proven to be the most 
influencing factor that influences revisit intention in Dapoer Pandan Wangi Sunda Resto. Hence, they should 
maintain their performance to make customers satisfied. Dapoer Pandan Wangi can do further research to analyze 
any factors that determine customer satisfaction and improve them. Also, as food quality also proven to have 
significant effect to revisit intention, Dapoer Pandan Wangi should pay more attention towards it. Dapoer Pandan 
Wangi has to assure they will maintain their quality of food in the future.  
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Abstract  

Recent developments in information communication and technology (ICT) have made the Internet change the way companies 
do the business and customers purchase the products. It enables users to perform online transactions in the E-commerce 
platform. The Internet is actively participating in the development of E-commerce market in the world including Indonesia’s E-
commerce market, which is still small and at a very early stage. However, the percentage of share and sales of Indonesia’s E-
commerce market increase remarkably. Customer online repurchase intention has been examined by many prior studies, but the 
study towards E-commerce specifically marketplace Customer to Customer (C2C) in Indonesia has not been studied. The 
purpose of this paper is to study the factors that affect online repurchase intention of customers in using Indonesian E-
commerce platform. The proposed hypotheses and research framework underlies in the extended Technology Acceptance 
Model (TAM). This paper uses descriptive survey by distributing the online questionnaires. The data collected from 476 
responses is suggested to be analyzed using regression model to determine the significance of the relationship between the 
dependent and independent variables. The implication of this study is to provide information for the E-commerce players to 
deliver the right value to the targeted customers and to retain the customers effectively. 
 
Keywords: E-commerce; C2C; E-service quality; online repurchase intention; online customer satisfaction 

1. Introduction 

The notable impact of the Internet is on marketing channels by reason of the Internet offers potential 
competitive advantage over the traditional marketing medium (Peterson et al., 1997). The Internet usage in the 
world has been growing rapidly foremost over the last few years. According to We Are Social’s compendium of 
world digital stats, by the end of 2015, there are 88.1 million active Internet users in Indonesia equalling 34% 
penetration level from the total population, up 15 per cent over the past 12 months. The number is expected to grow 
in 2016 (We Are Social, 2016). A study by eMarketer (Statista, 2015) indicates that forecast for the number of 
users in the Indonesia’s electronic commerce market is increasing. The statistic also shows retail E-commerce sales 
in 2015 accounted for 1.3 per cent share of all retail sales in Indonesia, it is expected to reach 3.9 per cent in 2018 
(Statista, 2015).  
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With the rapid growth of E-commerce, understanding how customers perceive and evaluate electronic service 
quality becomes essential for companies (Li an Suomi, 2007). Various E-commerce researches reveal that service 
quality influences customer purchase behaviors and customer satisfaction (Liu, 2012). Khalifa and Liu (2007) 
further discussed in his study that it is important to examine the effect on the online repurchase intention. 

This paper intends to examine the relationship between E-service quality and customer online repurchase 
intention towards E-commerce especially for the marketplace C2C and also figure out the key factors of customer 
online repurchase intention. Because of the particular reason, this research will be directed to the analysis of 
customer online repurchase intention towards one of the leading online marketplaces in Indonesia, which is 
Bukalapak. Based on the Similarweb.com (2016), the websites traffic and mobile apps analytics, Bukalapak as 
compared to all other sites in the world is rank 17 in Indonesia, and a global rank of 1,039 in the worldwide. In 
terms of engagement, Bukalapak has 26.7 million total visits of the website (Similarweb.com, 2016). 

2. Literature review 

2.1. E-service quality 

 E-service quality is defined as service quality as a multiple function of a website that facilitates efficient and 
effective shopping, purchasing, and delivery (Zeithaml et al., 2000). Consumer decision-making can be influenced 
by E-service quality of an E-commerce. Many different scales to measure E-service quality of an E-commerce 
have been used (Liu, 2012).  

This research employed the extended Technology Acceptance Model (TAM) model by Lee et al. (2011) to 
examine the effects on customer online repurchase intention. The development of extended TAM model is based 
on TAM that was proposed by Davis (1989). The extended TAM integrates eight variable constructs of E-service 
quality consisting of perceived value, perceived ease of use, perceived usefulness, firm’s reputation, privacy, trust, 
reliability, and functionality (Lee et al., 2011). Perceived usefulness and perceived ease of use are known for the 
core constructs of TAM (Davis, 1989).  

2.2. Online customer satisfaction 

Customer satisfaction is described as positive evaluation of performance based on all prior experiences with a 
company (Fornell, 1992). Li and Suomi (2007) state that service quality has strong impacts on customer 
satisfaction of the company performance. Online customer satisfaction is appeared as mediating variable between 
E-service quality and online repurchase intention in the context of online retailing (Liu, 2012).  

2.3. Online repurchase intention 

In the context of online, Khalifa and Liu (2007) interpreted that “repurchase as the re-usage of the online 
channel to buy from a particular retailer” (p.3). Furthermore, they found the effects of satisfaction on repurchase 
intention. Lin and Lekhawipat (2014) generated result that customer satisfaction has a direct impact to online 
repurchase intention and indirect impact through adjusted expectations. The study highlights that online repurchase 
intention is a significant indicator of online shopping performance (Lin and Lekhawipat, 2014). 

 
Based on the literature review, the following hypotheses in this study are formulated as follows. 
H1: E-service quality has a significant positive effect on online repurchase intention 
H2: E-service quality has a significant positive effect on online customer satisfaction 
H3: Online customer satisfaction has a significant positive effect on online repurchase intention 

3. Methodology 

Since this research has a particular object in one of the E-commerce marketplace C2C, as a result, Bukalapak 
customers were chosen as the target sample. The data was obtained by conducting a survey through online 
questionnaires that were distributed to the Bukalapak customers who have made a purchase at least once using 
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Bukalapak.com. According to Ndubisi in Lee (2011), it was rational to collect data from those who have prior 
experience in buying products or services online since this research interested in respondents’ willingness to 
repurchase products or services online. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Fig. 1. Research model 

The online questionnaire consists of questions on the demographic profile of the respondents and the questions 
on the construct variables of E-service quality, online customer satisfaction, and online repurchase intention. A 5-
point Likert scales was used to measure all the variables with scale anchors from “1” – strongly disagree to “5” – 
strongly agree. All of the variables were analyzed using linear regression to find out whether is there any 
correlation and to determine the significance of the relationship between the dependent and independent variables. 
The reliability analysis was conducted using Cronbach’s Alpha before the final questionnaires were sent to the 
Bukalapak customers. 

4. Result and discussion 

A result of 476 fully answered responses was submitted through online questionnaire. The demographic profile 
of the 476 respondents is illustrated in Table 1. It showed that 91.2 per cent of the respondents are male. About 
24.4 per cent, which are the majority of the respondents, fall in the age range between 26 to 30 years of age. In 
addition, the occupation background was mostly employee (44.8 per cent), only a small proportion of occupation 
was housewife (2.5 per cent). 

Table 2 provides the result from reliability analysis of each variable. The mean varies from 12.15 to 17.93. One 
can conclude that the respondents’ perceptions on these variables are mostly favorable. Based on Nunnally (1978), 
the value for the Cronbach’s alpha of 0.7 or higher is considered acceptable. The Cronbach’s aplha value for each 
variable is shown in Table 2. It shows that the Cronbach’s alpha value range from 0.883 to 0.903, which means the 
result indicates that all variables are reliable and consistent with the research standards. 

Table 1. Demographic profile 

Categories F (n=476) % 

Gender 

Male 

Female 

434 

42 

91.2 

8.8 
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Age (Years)  

< 21 years  

21-25 

26-30 

31-35 

36-40 

41-45 

46-50 

> 50 years 

25 

78 

116 

96 

78 

40 

23 

20 

5.2 

16.4 

24.4 

20.2 

16.4 

8.4 

4.8 

4.2 

Occupation  

Student/College student 

Employee 

Civil worker 

Housewife 

Entrepreneur 

Others 

43 

213 

59 

12 

107 

42 

9.0 

44.8 

12.4 

2.5 

22.5 

8.8 

 
Moving on to Table 3, there are values of R, R2, adjusted R2, standard error of the estimate, and Dublin-Watson 

for each hypothesis. From Table 3, hypothesis 1 has the lowest R2-value, which is 0.503. This means a change in 
independent variables could represent 50.3% change of online repurchase intention. While hypothesis 2 has the 
highest R2-value among the hypotheses, which is 0.668. This also means that change in the independent variable 
could represent 66.8% change of online customer satisfaction. Lastly, hypothesis 3 has R2-value = 0.558. Thus, 
change in independent variable could represent 55.8% change of online repurchase intention. 

Table 2. Reliability analysis of variables 

ID Variable Name Mean (n= 476) SD Items Cronbach’s Alpha 

PV 

PE 

PU 

FR 

PR 

TR 

RE 

FU 

Perceived value 

Perceived ease of use 

Perceived usefulness 

Firm’s reputation 

Privacy 

Trust 

Reliability 

Functionality 

13.20 

13.00 

12.70 

12.71 

13.65 

12.15 

12.20 

12.38 

1.738 

2.198 

2.038 

2.106 

1.799 

2.201 

2.242 

2.173 

3 

3 

3 

3 

3 

3 

3 

3 

.893 

.885 

.887 

.894 

.899 

.903 

.896 

.903 

OCS Online customer satisfaction 17.93 2.564 4 .883 

ORI Online repurchase intention 16.41 3.228 4 .894 

Table 3. Multiple regression analysis (R and R2) 

Hypothesis R R2 Adjusted R2 SE of the Estimate Dublin-Watson 

H1 

H2 

H3 

.709a 

.818a 

.747a 

.503 

.668 

.558 

.494 

.663 

.557 

2.29607 

1.48896 

2.14839 

2.004 

1.987 

2.150 

H1 Notes: Predictors: (constant), RE, PV, PR, PE, TR, FR, PU, FU; dependent variable – ORI; let – online 
repurchase intention (ORI); X – reliability (RE), perceived value (PV), privacy (PR), perceived ease of use (PE), 
trust (TR), firm’s reputation (FR), perceived usefulness (PU), and functionality (FU).  
H2 Notes: Predictors: (constant), RE, PV, PR, PE, TR, FR, PU, FU; dependent variable – OCS; let – online 
customer satisfaction (OCS); X – reliability (RE), perceived value (PV), privacy (PR), perceived ease of use (PE), 
trust (TR), firm’s reputation (FR), perceived usefulness (PU), and functionality (FU).  
H3 Notes: Predictors: (constant), OCS; dependent variable – ORI; let – online repurchase intention (ORI); X – 
online customer satisfaction (OCS) 
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Table 4 summarizes the result of regression and also the details of the estimated coefficients for each 

hypothesis. For hypothesis 1, there are four variables that are significant at 0.05 significance level (<0.05). This 
indicates that there is a positive linear relationship between the dependent variable (online repurchase intention) 
and the predictor variables (perceived value, perceived usefulness, firm’s reputation, and trust). While in 
hypothesis 2 where the online customer satisfaction becomes the dependent variable, almost all of the eight 
variables are significant except reliability (p = 0.455). From the result, this reveals that there is also a positive 
linear relationship between dependent variable (online customer satisfaction) and the predictor variables (perceived 
value, perceived ease of use, perceived usefulness, firm’s reputation, privacy, trust, reliability, and functionality).  
It is also shown in Table 4 that online customer satisfaction has a significant positive relationship on online 
repurchase intention. 

Table 4. Regression coefficients 

Hypothesis  Unstandardized coefficients  t Sig. 

B SE β   

1 (Constant) 

PV 

PU 

FR 

TR 

-1.378 

.207 

.323 

.471 

.170 

.931 

.081 

.078 

.073 

.067 

 

.112 

.204 

.308 

.116 

-1.479 

2.563 

4.117 

6.492 

2.550 

.140 

.011 

.000 

.000 

.011 

2 (Constant) 

PV 

PE 

PU 

FR 

PR 

TR 

FU 

-846 

.249 

.113 

.118 

.353 

.264 

.113 

-.146 

.604 

.052 

.047 

.051 

.047 

.054 

.043 

.054 

 

.168 

.097 

.094 

.290 

.185 

.097 

.124 

1.400 

4.741 

2.404 

2.316 

7.497 

4.852 

2.614 

2.680 

.162 

.000 

.017 

.021 

.000 

.000 

.009 

.008 

3 (Constant) 

OCS 

-.448 

.940 

.696 

.038 

 

.747 

-.644 

24.460 

.520 

.000 

 
The results from the study thus indicate that there are four significant predictors that positively affect online 

repurchase intention, which are perceived value, perceived usefulness, and firm’s reputation, and trust. The results 
also support previous study in the literature by Lee et al., (2011). However, the findings did not fully confirm their 
study. Perceived ease of use, privacy, reliability, and functionality were not significant. Perceived ease of use that 
includes in one of the most important factor in study by Davis (1989) could not play a significant role.  

Furthermore, the study also wants to investigate whether there is any correlation between E-service quality and 
online customer satisfaction. The findings showed that almost all the factors of E-service quality had a positively 
significant effect on online customer satisfaction, except reliability. Firm’s reputation has the strongest influence 
both on online repurchase intention and online customer satisfaction towards E-commerce in Indonesia. This study 
suggests that firm reputation is substantial factor of the E-service quality for E-commerce. 

Online repurchase intention can also be predicted by online customer satisfaction. The finding is consistent with 
the prior study of Liu (2012). In his study, it is revealed that the greater E-service quality, the online customer 
satisfaction will be higher, and enhance online repurchase intention (Liu, 2012). In order to improve the quality of 
their services, companies may pay attention to the repeat customers. As customers frequently make purchases, 
those customers tend to be loyal to purchase from the same company and get better understanding of the E-
commerce website. Rather than acquiring new customers, it is also noteworthy to retain the current customer. With 
a good understanding of the target customers, companies may be able to cultivate effective strategy to meet the 
customers’ needs and expectation, and eventually increase the profit. 
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5. Conclusion 

The existing research of repurchase intention is not as many as purchase intention. Currently the Internet allows 
people goes online easily. In the author’s view, online repurchase intention becomes most prominent research topic 
because of most of the world’s population have made an online purchase. This study is not only contributed by 
integrating the theoretical framework of research in previous literature, but also adapt to various dimensions to 
measure the quality of the services. An integrated model that has been proposed in this study illustrates the factors 
of E-service quality that influence online repurchase intention. The dimensions derived from extended TAM model 
provides a useful framework for E-service quality evaluation to further encourage customers to repurchase. 

This study gives some insight for E-commerce players especially in Indonesia, which allow them to improve 
their strategy to deliver the right value of their services. As awareness increases, companies can embrace the 
challenge and be a market leader in their field. Future research might consider testing the effect on online 
repurchase intention in other platform such as social media instead of other business type of the E-commerce. 
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Abstract  

Instagram has become one of the fastest growing social networks of all time, reaching 400 million users since it was launched 
in October 2010. As Instagram is the most popular photo capturing and sharing application, food blogger use it as the main 
social media for their blog. However, this food blogging phenomenon on social media has attracted relatively less attention 
from the research community. The purpose of this study is to decipher food Instagram account strategy by analyzing 40 food 
Instagram accounts in Indonesia. The popular posting time and user engagement have revealed the best time to post on 
Instagram. There is a new phenomenon in Instagram content which can lead higher engagement. Food blogger as independent 
marketer should consider using hashtag as marketing tool that can reach particular segmentation. 

Keywords: food blogging; Instagram; content analysis 

1. Introduction 

Instagram is one of the popular social media platforms that provide users an instantaneous way to capture and 
share their life moments with friends through a series of (filter manipulated) pictures and videos (Hu, Manikonda, 
& Kambhampati, 2014). Since it was launched in October 2010, it has significant increase in both of active users 
and photos uploaded. Due to the popularity of Instagram, many of food bloggers use Instagram as their main social 
media to be integrated with the blog. 

Food blogging is a phenomenon as a part of the ongoing evolution of food-related media and review sharing 
technologies (Cox & Blake, 2011). Although food blogging seen as hobby, some of food bloggers make it as a 
career. Food industries and enterprises contact bloggers to promote the food products on their blog and social 
media, they call it endorsement. The distinctive characteristic of food bloggers is they perform independent 
marketing activities in promoting product/place. 

.  Although most often reported with interest, criticism of food bloggers as information sources is a theme in 
journalistic treatments (Prince, 2010). People tend to find the information about place or product on blogger’s 
review rather than the news, because it looks more credible and actual. The winning point of blogger is the personal 
touch and strong engagement with audience. Amateurism of food blogger is seen as “citizen journalism” that has 
already established key features of the role of information in food-related media (Hartel, 2010). 

Despite the importance of Instagram as social media for food blog, the number of researches focused in food 
Instagram account is very low. The fundamental question which is “what are the food blogger’s strategies?” 
remains unanswered. Hence, the content analysis is carried out to know the strategy in Instagram features on food 
Instagram account. 
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2. Objective

The objective of this study is to decipher food Instagram account strategy by analyzing 40 food Instagram 
accounts in Indonesia. The following are attributes that were analyzed from the data collection in 13 weeks starting 
from January, 20th 2016 – April, 22nd 2016: 

 Frequency of likes and comments from each photo and video 
 Frequency of posting daily and weekly 
 Posting timing each day 
 The use of hashtag as marketing tool 
 The effect of using video 

To this end, the content was categorized and analyzed using Microsoft Excel. Based on the analysis, several 
insights about Instagram user engagement and the use of hashtag are revealed. First, from the frequency of posting 
daily and weekly from each photo and video can reveal the most popular time to post on Instagram among 40 food 
Instagram accounts. Instagram user engagement can be seen from the posting timing and type of content toward 
the sum of number of likes, comments and the growth of followers. The content was divided into: (1) original or 
regram, (2) photo, video or collage, (3) food & beverage, place, advertisement, selfie, endorsement, captioned 
photo, friends, fashion, and pet.  Furthermore, the video content also will be discussed because of its significance 
attraction.  

Instagram is not merely as photo collection but also as a search tool, therefore hashtag feature on Instagram is 
very powerful. This paper explores the use of hashtag related to food Instagram account. The data collection was 
input manually because hashtag can be on caption and comment section, so need further search to get the whole 
hashtags in each post.  

 

3. Discussion 

This section presents analysis of Instagram user engagement and the use of hashtag. From the data 
categorization, there are 3 components that need to be addressed which are: timing, engagement in video content, 
and hashtag. Timing analysis divided into weekly to know the most popular day to post in a week and daily to 
know the most popular hour to post in a day. Compare the frequency of posting to engagement can reveal the best 
time to post.  Based on the Fig. 1, the most popular day is Friday (16.9%) which has the most photos uploaded. 
However, in the engagement data, the strongest engagement is on Monday (17.5%). As shown in this figure, 
weekdays (Monday-Friday) have average higher engagement score than weekend (Saturday-Sunday). It is assumed 
that users engage more in food Instagram account as preparation for weekend activity. 

 

 
 

Fig. 1 Most Popular Day to Post on Instagram 
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Going more deeply into the daily posting time, it turns out that there is a relationship between posting time and 
the engagement. On Sunday, the most popular posting time is 12.00-13.59 (16.10%) and the highest engagement is 
14.00-15.59 (25%) which means time lag occurs in that interval. It also happens in Monday, Tuesday, Thursday, 
Friday and Saturday (Fig.2). The time lag is the time when the interaction and conversation happen a lot between 
the users in the form of likes and comments. 

  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Next, for the content itself, the top type of content beside food (92%) is about the place (6%). It is assumed that 

food bloggers promote place as the value proposition of the restaurant. It is important to note that the content was 
collected manually to provide an evaluation of photo content, not to hypothesize on the motivation of the user who 
is posting the photos. The interesting phenomenon in Instagram content is video which has high engagement in 
some accounts that posted video.  From 16 accounts, video content ranks 1-5 in the engagement score and mostly 
gain 3 times number of comments than other content such as photo portrait and photo collage. Until the paper is 
written, video content is considered rare because higher difficulty level of video creation. Furthermore, there is a 
lot of photo content so it has reached the diminishing return. 

Fig. 2 Most Popular Hour to Post on Instagram 
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Figure 3 and 4 illustrate the result of hashtag ranking for some food Instagram accounts. They are arranged from 
the highest rank to the lowest. 90% accounts use their username as hashtag in every post and 67.5% accounts make 
it the most used hashtag. Food bloggers use hashtag mostly for tell the location (14.2%), food and beverage 
(16.8%), food-related on Instagram (18.7%), photo technique and editing (16.4%), event and campaign (12.5%), 
account categorization (5.2%), community (8.8%), etc. Some food bloggers have already made the hashtag 
searchable. However, if look up to the purpose of hashtag, this feature has not been optimized by many food 
bloggers. There is no distinctive segmentation towards the target market that shown in the hashtag. 
 

 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 

4. Conclusion 

In this paper, the analysis of Instagram features and user engagement have revealed food blogger’s strategy on 
Instagram.  Based on the popular posting time, the engagement occurs on the weekdays as preparation for real 
activity on weekend. Also there is time lag between posting time and engagement because of the interaction that 
happen among the users. Video content can attract more attention than regular photo as video is a new 
phenomenon which still rare and limited. Even though food bloggers use searchable hashtags, the results show that 
hashtags have not been used as marketing tool. Food bloggers as independent marketer that promote product/place 
should consider the system for hashtag. As a part of future work, analysis of engagement and hashtag system can 
be considered to have deeper understanding on Instagram account. 

 
 
 

ceritamakan  
#ceritamakan 0.061296859 
#jogjakarta 0.028199932 
#onthetable 0.026511314 
#vsco 0.022289767 
#vscodaily 0.021952043 
#foodvsco 0.021614319 
#foodporn 0.021107734 
#foodstagram 0.021107734 
#instagram 0.02077001 
#foodgasm 0.020432286 

anakjajan  
#anakjajan 0.352816153 
#travelwithAnakJajan 0.15727949 
#AnakJajanVideo 0.030818278 
#icecream 0.025504782 
#anakjajanmoment 0.024442083 
#coffee 0.015940489 
#cake 0.01487779 
#pik 0.01487779 
#dessert 0.012752391 
#coffeeshop 0.010626993 

Fig. 3 (a) Top 10 Words of @ceritamakan 
Instagram Account; 
(b) Top 10 Words of @anakjajan Instagram 
Account 

a
. 

b 

Fig. 4 (a) Top 10 Words of @eat.inc Instagram Account; 
(b) Top 10 Words of @ceritaperut Instagram Account 

a. 

b 
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Abstract  

Despite the fast growth of luxury industries in both mature and emerging markets in the world, problems are also arising 
concurrently. The problem is the growth of gray market which utilize this opportunity to take over the luxury industries’ 
consumers into their hand and their activities have become global.  Gray market has now grown faster not only in offline channel 
but also by going viral by using online media such as Facebook, Instagram, or Website as their main channel. Although there’re 
many studies about gray market problems which have been discussed in the literature, relevant studies from consumers’ 
perspective are still limited. This study aims to learn about consumer attitude toward online gray market in Indonesia, where the 
result of this study can be used effectively by trademark holders or international brand managers in determining the right 
marketing strategy in facing the gray market from consumer point of view. The main focus in this research is about gray market 
which sold genuine branded bags at lower prices. This study also investigates the relationships between consumer attitude toward 
gray market goods and their antecedents which are consumers’ personal value, social recognition values, and luxury brand 
perception. This research takes period of 8 months where Multiple Linear Regression and Path Analysis method is used for this 
research data analysis. The implications and further research are discussed. 
 
Keywords: Gray market; Consumer Behavior; Fashion; Luxury Goods; Branded Bags; Emerging Market; International Marketing 

1. Introduction 

Luxury fashion industry has grown phenomenally in the last few years. Despite it’s relatively small number of 
companies compares to the mid markets’ and low markets’ companies, luxury industries have far more important 
role above it’s weight in terms of both sales and influence in the world’s industry including fashion industry. Based 
on McKinsey “Fashion Scope” journal, luxury market is more concentrated than midmarket across product categories 
and also the fact that a rebalancing of great speed and scale is happening from West to East and the global economic 
balance is shifting to emerging markets. 

According to a study conducted by Bain & Company in October 2013, Indonesia and some countries in Southeast 
Asia are the new player of luxury growth within the Asia region. Southeast Asia had 11% growth in the personal 
luxury goods market in the period of 2012-2013 which is higher compares to 6% of global growth. Euromonitor’s 
Luxury Goods in Indonesia report, also stated that the values of local luxury goods market is at number of $644.7 
million in 2012 and this number is forecasted to grow to $742.5 million in 2013, an increase for over ten percent. 
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Despite the fast growth of luxury industries in both mature and emerging markets in the world, problems are also 
arising concurrently. The problem is the growth of gray market which utilize this opportunity to take over the luxury 
industries’ consumers into their hand and their activities have become global.   

Gray Market is one of the distribution channel where trades of a certain type of goods happen, which is actually 
legal, but not intended by the original manufacturer of the goods. As defined by Bucklin (1993) “Gray market goods 
are genuinely branded merchandise distinguished only by their sale through channels unauthorized by the trademark 
owner.” Based on most literature reviews on the definition of gray market products, it is said that gray market 
products are genuine or original branded goods which sold at cheaper prices where Intangible value added such as 
the service quality, warranty terms, and safety features are not included in the service. 

Due to the growth of gray market, trademark holders have experienced loss for billion dollars. Since 1980s, in the 
USA, sales of Gray market goods have been estimated to over $10 billion per year (Albert,1992). Myers (1999) in 
his survey stated that gray market issues have become global, happening not only in less developed or volatile 
markets, but also in many well-developed markets. His survey also discovered that almost 20 percent of the 
respondents of US Manufacturing Exporters said that their export ventures were affected strongly by the existence 
and activities of gray markets. 

Gray market has now grown faster by going viral by using online media such as Facebook, Instagram, or Website 
as their main channel. Based on McKinsey’s proprietary Rapid Brand Research survey in an online panel to US, UK, 
and Germany respondents, the survey discovered that most of the respondents of luxury shoppers are increasingly 
view online channels as a legitimate and trusted source for luxury purchases. 

Although there’re many studies about gray market problems which have been discussed in the literature, relevant 
studies from consumers’ perspective are still limited. The purpose of this study to identify and analyze the most 
important factors and values that influence customer intention toward gray market goods from customers’ 
perspective. By knowing the factors and values that influence customer intention to shop at gray market, international 
brand managers can develop a better and more effective strategy in facing gray market, start from the valuable insight 
and findings from this research. The main focus in this research is about gray market in Indonesia both online and 
offline, which sold genuine branded bags at lower prices. This study also investigates the relationships between 
consumer attitude toward gray market goods and their antecedents which are consumers’ personal value, social 
recognition values, and luxury brand perception. 

 

2. Literature Review 

2.1. Personal Values 

Tsai (2005) define intrinsic purchase motivation as internal self-fulfillment goals which is a self-satisfaction, 
pleasure or personal meaning. They are personally motivated to consume luxury goods due to their own individual 
self perception, emotions, and subjective judgement (Vigneron and Johnson, 1999 and 2004).  

Wiedmann et al. (2007) categorized four dimensions, which are individual value, social value, functional value 
and financial value. Based on their research, hedonic value and materialism value are individual value, while based 
on Tsai (2005), quality value is categorized as personal orientation. 

2.1.1. Hedonic Value 

Vigneron and Johnson (2004) define hedonic as the pleasure obtained by consumer from the consumption 
experience. Those consumers are willing to spend more for luxury goods in order to express themselves well 
(Vigneron and Johnson, 2004). They focus on self rewards rather than the functional benefits of the goods itself. 

2.1.2. Quality Value 

Luxury products are primarily purchased for its superior quality rather than for show off an individual’s power 
and prestige within the society. Park and Park (2003) also stated that consumer’s purchase motivation and decision 
are increased by the quality of product significantly. 
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2.1.3. Materialistic Value 

Materialism is defined as the value attached by an individual to the material objects (Belk, 1985). Dawson (1992) 
found that attitude toward luxury is positively related to materialistic consumer behavior due to strong relationship 
between materialistic consumers and external cues. (O’Cass & Frost, 2002) 

2.2. Social Values 

As explained before, luxury brand consumption is influence by personal oriented, however social recognition 
oriented is also have the important influence on it (Hansen, 1998; Wong and Ahuvia, 1998; Vigneron and Johnson, 
1999; Gentry, Putrevu, Shultz and Commuri, 2001 and Coulter, Linda and Feick, 2003). O’Cass and Frost (2002) 
define extrinsic factors as the purchase of luxury goods which is primarily show off an individual’s money and status 
to others. These consumers’ put high importance on perception of others which affect an individual’s purchase 
decision significantly. 

2.2.1. Conspicuousness Value 
 
Veblen (1899) define “conspicuous consumption” as individuals who have sufficient money will likely to 

purchase well known brands to shows their position and power in the society and also primarily to symbolize their 
status. 

2.2.2. Susceptibility to Normative Value 
Bourne (1957) stamped out the “theory of reference group” which became the fundamental of decision-making 

process of luxury goods. In 1980s, many researchers done studies which were built based on the Bourne (1957) 
findings, which emphasized on the impact of reference groups to luxury brand consumption (Mason, 1981, 1992; 
Bearden and Etzel, 1982). 

2.2.3. Status/Prestige Value 
Status-oriented consumers purchase luxury goods which they think will add their social position among the 

society (Eastman et al., 1999 and O’Cass and Frost, 2002). Lichtenstein, Ridgway and Netemeyer (1993) 
recommends the application of a pricing strategy, named “prestige pricing strategy”, since status seeking consumers 
think that high price as an indicator of luxury. 

2.3. Luxury Brand Perception 

In a research on the value correlated with luxury brands, Berthon et al. (2009) stated that it is identified by three 
worlds of consumer experience. 

2.3.1. Functional Value 
The first world focuses on functional value, which displayed the actual goods and service quality which perceived 

by the consumer. For consumers who are categorized in this category, quality can be important because it indicates 
about how well a goods can perform (Berthon et al., 2009; Sweeney and Soutar, 2001).  

2.3.2. Experiential Value 
The second world is the experiential value which consists of consumer feelings and thoughts toward the luxury 

brand. Luxury brand is often to be perceived subjectively by consumers as something that is unique, rare, and 
precious which can be divided into hedonic and uniqueness-seeking motivations. 

2.3.3. Symbolic Value 
The third world focuses on a luxury brand’s symbolic value which symbolizes wealth, expensiveness, and 

conspicuousness. In this value, possession of luxury brands could present a sign to other consumer as well as the 
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own user (Belk, 1988; O’Cass, 2004) or it is can be said that the value lies in extending consumer’s self and 
consumer’s conspicuousness (Berthon et al., 2009). 

2.4. Attitude toward Gray Market 

Bian and Forsythe (2012) stated that Attitude towards luxury brands has a significant impact on consumers’ 
purchase intention for those luxury brands. Ajzen (1991) has stated that, attitude towards a behavior significantly 
affects an individual’s intention which lead to performing that behavior. 

2.5. Purchase Intention 

This research is more focus on purchase intention rather than purchase behavior, because intention has bigger 
implication and will be more frequent to have a positive impact toward individual’s actions (Ajzen and Driver, 1992; 
Pierre et al., 2005; Schlosser et al., 2006). This theory is also supported by many academicians who have done 
researches on the importance of purchase intention in the context of brand consumption (e.g. Dubois and Paternault, 
1995; Yoo and Lee, 2009; Zeithaml, 1988). This research uses the antecedent of purchase intention which has been 
investigated by Berthon et al. (2009), Tsai (2005), and Vigneron and Johnson (2004) which referred to the influence 
of the self and external elements of luxury brand consumption. 

2.6. Conceptual Framework 

Here is the conceptual framework that will 
use in this research in order to identify which 
factors mostly affect purchase intention in gray 
market in Jakarta and Bandung population. The 
development will be based on previous research 
from several journals that mentioned above. 

 
 
 
 
 

3. Methodology 

3.1. Research Type 

This research is categorized as an applied research since the study developed to gather information from customer 
perspective which enable international brand manager to build strategies against gray market, from customers’ point 
of view. Questionnaire will be used to collect quantitative data of customer perception and attitude toward Gray 
Market. 

3.2. Sampling 

The sampling method that is used in this research was non-probability sampling, convenience technique for the 
city selection and purposive technique for respondent selection. Based on convenience technique which prioritize 
convenient accessibility and proximity to the researcher, Jakarta and Bandung are selected, due to researcher’s city 
of origin and domicile. Based on purposive technique, the criteria of respondents should be women, live in Bandung 
or Jakarta, age from 16-64 years old, potentially to buy or owned luxury branded bag, and/or familiar with the luxury 
branded bag that penetrated to Indonesian market. By using non-probability sampling, convenience technique, 
purposive technique, there were 430 questionnaires filled and 400 from them were valid. 
  

Figure 1. Conceptual Framework 
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3.3. Data Analysis Technique 

Multiple Linear Regression is being used to determine the extent of linear relationship between the dependent 
variable and one or more independent variable. The purpose of linear regression is to show the value of dependent 
variable based upon the value of one or more independent variables. 

Path Analysis is used to define the in indirect influence and total influence from independent variables towards 
dependent variable. This method shows the highest indirect variable’s influences. 

4. Data Analysis and Result 

Below is the result of multiple linear regression calculation to know relationship between each variable. 

Table 1. Multiple Regression Result 

Dependent 
Variable Independent Variable 

ANOVA Coefficients 
R2 

F Sig. Beta t Sig. 

Attitude toward 
Gray Market 

Personal Values 14.596 0 0,188 3.821 .000 0.035 
Social Recognition Values 14.429 0 0.187 3.799 .000 0.035 

Luxury Brand 
Perception 

Personal Values 380.234 0 0,699 19.500 .000 0.489 
Social Recognition Values 242.568 0 0,615 15.575 .000 0.379 

Purchase 
Intention 

Personal Values 24.727 0 0,242 4.973 .000 0.058 
Social Recognition Values 16.242 0 0.198 4.030 .000 0.039 

Purchase 
Intention 

Attitude toward Gray Market 257.604 0 0,627 16.050 .000 0.393 
Luxury Brand Perception 16.982 0 0.202 4.121 .000 0.041 

Based on the table above, it is shown that all independent variables are significantly (Significance level are all 
below 5% or 0.05) related and positively related (Beta are all positive) to the dependent variable. However based 
on the R square there are only three independent variables which dominantly influence dependent variables, which 
are personal values and social recognition values toward luxury brand perception, and also attitude toward 
purchase intention. 

To know total influence score, path analysis was performed from each variable to purchase intention. Some of 
independent variable will pass some intervening variable before influencing the dependent variable. That is why, 
there will be indirect and direct influence to purchase intention. 

Table 2. Path Analysis Result 

Intervening 
Variables 

Independent 
Variable 

Dependent 
Variable 

Indirect Total 
Indirect 

Direct Total 
Influence P1 P2 P3 

ATT PV PI 0.188 0.627 0.118 0.242 
0.501 

LBP PV PI 0.699 0.202 0.141 0.242 
ATT SV PI 0.187 0,627 0.117 0.198 

0.439 
LBP SV PI 0.615 0.202 0.124 0.198 

Based on table above, personal values become the variable which has the strongest influence to purchase intention 
with beta score of 0.501, which means that international brand managers should put more focus on their consumers’ 
personal values which are the need of hedonic and materialism value, and increase the perceived quality of their 
products in the eye and heart of the consumer. 
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5. Conclusion 

Based on the multiple linear regression it can be concluded that both attitude and luxury brand perception are 
significantly positively affect luxury brand’s consumer purchase intention. However, attitude has stronger influence, 
as we can see from the bigger beta = 0.627. On the other hand, attitude is influenced by personal values and social 
recognition value, however based on the R square number which is only 0.07 in total for both aspect, future research 
about another factors which influence attitude must be conducted, so that the brand manager can have the insight 
about which factors must be focus on beside personal values (hedonic, quality, and materialism) and social 
recognition value (conspicuousness, susceptibility to normative, and status/prestige) that also affecting attitude 
dominantly, for example cultural background, income, etc.  

As for the luxury brand perception, both, personal value and social recognition value have strong influence for 
luxury brand perception (Beta are 0.699 and 0.615), and both variables are also the dominant factors for luxury brand 
perception, with total R square of 0.868. With these insights, international brand manager should then focus in 
building their consumers’ perception toward their luxury brand, starting from consumers’ personal values and social 
recognition value. 

Based on Path Analysis result, it can be seen that, from this research, personal values have the strongest influence 
toward Purchase Intention. International brand manager then should also focus and give their best attention for their 
consumers’ personal value. For hedonic value, researcher’s recommendation might be giving more emotional 
experience while the consumers are shopping, to give them more happiness and pleasure, while for the quality value, 
company can increase their product’s quality, and ensure consumer by giving warranty, etc. And the last for 
materialism value, company can produce more authentic products of them which have special and unique signature 
of the brand, so that when the consumers use their products, the social or reference group will know about the brand 
of the products, and also the price which will make the consumers can express themselves well. 
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Abstract  

Web-based and paper-based will measure both these attitude and knowledge. Although previous studies suggest that web- and 
paper-based survey results are comparable, authors argue that they are not. Web- and paper-based surveys with identical survey 
questions were distributed to Undergraduate Students of School of Business and Management of Institut Teknologi Bandung. 
Data collected from both survey methods were compared using chi-square test. The result of the study suggest 50% differences 
between the two modes that are possibly caused by sources of disturbance. 

Keywords: Web-based Survey; Paper-based Survey; Students; Response Rate; Completeness; Comparability; Distribution of Responses 

1. Introduction 

In this era of Internet and mobile communication, survey is not only done on paper. Although paper-based survey 
is still tend to be chosen, the Web-based survey promises more practical advantages. It is no wonder that Web-based 
survey has been quite a popular way for market researchers to gather information they need nowadays. The Web-
based survey is considered to be able to replace or complement the paper-based survey. Therefore, it is necessary to 
investigate whether the two methods produce an equal distribution of responses. The term "distribution of responses" 
refers to frequency of occurrence a certain choice in nominal multiple-choice survey questions. 

2. Literature Review 

Low response rate may introduce a survey into non-response bias, where an error is resulted from the probability 
of distinct differences between those who participate in a survey versus those who do not. In other words, the higher 
the response rate is, the lower the risk of non-response bias. A recent study found that over 99% of students used the 
Internet during high school. However, students were more likely to complete paper-based surveys, especially when 
distributed in class, rather than the Web-based survey  (Karen L. Pielak, 2011). Avery, et al. (2006) found that the 
response rate of Web-based falls below that of the paper-based response rate, with around 50% being a commonly 
reported response rate.  
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Completeness of survey is essential to record data and information that could be well analyzed. A study by Spark 
(2014) found that data completeness was greater for sexual behavior surveys delivered with computer-assisted survey 
instrument (or equal to Web-based survey) compared with paper-based surveys. Previous literature had examined 
completeness in the field of sensitive matter, like sex, but there was no evidence of study assessing completeness of 
neutral matter surveys, such as course evaluation or awareness assessment.  

Comparability is important to collect interchangeable or equivalent result when conducting survey through 
different administering methods. Several previous studies were contradicting. A study by Norman, et al. (2004), 
which used confirmatory factor analysis method, indicated that adolescents provided equivalent responses to a range 
of psychosocial construct measures when administered on either Web or paper. Norman’s finding was consistent 
with previous research, using bootstrap approach, by Miller, et al. (2002). Still supporting those studies, Fike, et al. 
(2010), with t-test method, did the comparative study on faculty evaluation and found that the scoring patterns 
between the Web- and paper-based groups did not differ in a statistically significant manner. In contrast, the findings 
of a study by Ross, et al. (2000) which used both t-test and chi-square test, showed inconsistency in responses from 
Web-based survey and paper-based survey.  

This study aimed to produce recommendations for conducting both Web-based and paper-based survey. To that, 
examinations regarding response rate, completeness, and comparability of Web-based and paper-based survey were 
analyzed. Issues that newly introduced in this study are the assessment of the impact of reminder treatment to Web-
based survey, identifying the definition of the term “complete” in both Web- and paper-based surveys, and sources 
of disturbance that may affect the comparability between both survey modes. 

3. Research Methodology 

This study measured the responses of survey administered through Web-based and paper-based method. Both 
surveys were distributed to the same population: Undergraduate Students of School of Business and Management of 
Institut Teknologi Bandung. With the annual intake of 200-300 students and current student body of 807 (2015-
2016), the sample size of this study was 320 for the Web-based and 279 for the paper-based. Using Slovin method 
to calculate sample size, for the number of population of 807, 268 samples is sufficient. Therefore, both Web-based 
and paper-based surveys in this study were in an acceptable number of sample. 

The survey questions asked to the respondents were mainly about the energy awareness, with additional issues of 
attitude toward online survey and survey method preference, in the form of multiple choices. To measure the 
comparability of surveys (categorical data) chi-square was utilized. 

4. Discussion 

The results yielded from both Web- and paper-based surveys are presented below. Data of distribution of 
responses were analyzed. Thence, the analysis illustrated insight on response rate, completeness, comparability, and 
sources of disturbances. 

4.1. Response Rate 

Table 1. Response Rate of Web-based and Paper-based Surveys 
Survey Method # of survey distributed # of survey responses Response Rate 

Web-based 807 279 34.57% 

Paper-based 374 320 86% 

 
Table 1 shows that response rate of the Web-based and paper-based surveys had a quite significant difference, in 

which the response rate of the paper-based survey was much larger than the Web-based's. This finding was so much 
logical because there was possibility of the survey target (students) had been ignorant to the  survey participation 
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request. In contrast, the paper-based survey was done in class. The presence of the surveyor and the teacher(s) might 
give the students a sense of obliged to fill out the survey forms. 
 
 
 

Table 2. Frequency of Responses (#) and Percentage of Total Responses (%) of Web-based Survey Responses by Date (April 2016) 
 19P 20 21R 22R 23 24R 25 26 27 28 29 30 01 02 03 

# 72 39 79 55 5 24 1 2 0 1 0 0 0 0 1 

% 25.8 14.0 28.3 19.7 1.8 8.6 0.4 0.7 0.0 0.4 0.0 0.0 0.0 0.0 0.4 

P) Day of survey link being published 
R) Day with reminder treatment 

 
In Table 2, it can be seen that on the day of initial survey link distribution, 25.8% of responses had already been 

recorded. It is also obviously presented that reminders gave certain effect to the amount of response. The first and 
second reminders happened to give a quite strong impact to spur survey response (28.3% and 19.7%, respectively), 
whereas the third reminder did not seem to give meaningful impact (8.6%). It is important to note that April 24th, 
2016 happened to be Sunday. Knowing the fact that, in this study, the first two reminders could bring as much as 
48% of the total responses, it could be implied that two times of reminders may have been sufficient. 

4.2. Completeness 

Table 3. Completion Rate of Web-based Survey 
# of clicks on link → # of survey responses → # of responses filled completely Completion Rate 

376  279  248 65.96% 

 
Table 4. Completion Rate of Paper-based Survey 

# of survey responses → # of correct responses → # of responses filled completely Completion Rate 

320  303  196 64.69% 

 
Table 3 and Table 4 visualize that the conversion journeys of completion are clearly two different things for Web-

based and paper-based survey. The completion rates of the two methods are not much different, in which for Web-
based, it was amounted to 65.69% and for paper-based, it was 64.69%. 

4.3. Comparability 

Table 5. Comparability of Responses 

Comparability of Responses 
Question Number 

1 2 3 4 5 6 7 8 

Web-based vs Paper-based D  D D   D  

 = no significant difference; D = significant difference 
 
Using chi-square analysis, comparability of the survey methods were examined. As presented in Table 5, out of 

8 questions, 4 questions present significant difference in response. A statement drawn here is that the results of Web-
based and paper-based surveys were different in distribution of responses. This finding could be aligned to the fact 
that students reacted differently to monitor and paper. 
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4.4. Source of Disturbance 

Disturbances in conducting survey, either Web- or paper-based, were analyzed through survey questions 
regarding attitude and preference toward survey. The presence of disturbances brings possibility of reduced 
reliability of the participants responses. 
 
 

Table 6. Ability to Recall Answers on Web-based Survey 
Ability to Recall Answers on Web-based Survey Percentage 

Can’t remember what was filled 45% 

Remember what was filled 55% 

 

Table 7. Reasons for Responding to Web-based Survey 
Reasons for responding to Web-based survey  Percentage 

Requested by the researcher 37% 

Happen to be familiar with the researcher 7% 

Eager to help the researcher 45% 

Interested in the research 7% 

Others 3% 

 

Prior to the distribution of paper-based survey, Web-based survey was conducted. Referring to Table 6, 45% 
admitted they did not remember what they filled in the Web-based survey. Since most of the questions in the survey 
concerned more on the principle of one's life, tendency to be failed at recalling should have been minimal. Therefore, 
it was most likely that the participants did not respond right and carefully. 

Also, discussing reasons behind their willingness to participate in the Web-based survey, reasons of being 
“requested by the researcher” and “familiarity with the researcher” are not quite desirable reasons, in which it implied 
that the respondents were actually "don't want to, but they have to". In Table 7, those two reasons happened to take 
as large as 37% and 7% portions or equal to 44%. This event will illustrate a tricky situation to decide if the number 
of responses (sample size) was adequate. The problem is, when a number of responses are already sufficient, but if 
the reason of participating in a survey involves any "pressured feeling", the data obtained will more likely to be 
unreliable.   

To sum up what is found in Table 6 and Table 7, “absence of enthusiasm in participating in the survey” was a 
major source of disturbance in survey. As 44% of the respondents were actually not enthusiastic in participating the 
Web-based survey, they tended to participate carelessly. The symptom of carelessness is also shown in Table 6, in 
which 45% of respondents of both survey modes claimed to fail at recalling what they filled in the Web-based survey. 
 

Table 8. Survey Method Preference 
Survey method preference Percentage 

Web-based 73% 

Paper-based 5% 

Neither 6% 

Indifferent 16% 
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 At a very clear sight in Table 8, the most preferred survey method from the respondent side was the Web-based 
survey. Another point to be inferred here is, what happened to the Section 4.3 related to Comparability, the unequal 
distribution of responses from the Web-based and paper-based survey may also be caused by different survey 
administering mode preferences. Alternatively, in another case, imagine that those who actually preferred the Web-
based survey, were exposed to the paper one, or vice versa. They will be more likely to, again, be careless when 
filling the survey out. This finding might build an argument that “personal preference of survey administering 
method” was also a source of disturbance to survey. 
 

5. Conclusion 

Web- and paper-based surveys both had shown difference in distribution of responses. The response rate of Web-
based survey mode fell below the paper-based one. Reminder treatments did their work effectively in term of 
increasing response number in the Web-based survey. After analyzing how differently students reacted toward 
participating in a certain mode of survey, a thorough look upon how they filled the survey out was analyzed. It was 
found that a significant percentage of the respondents were not filling the survey, either Web- or paper-based, in a 
correct manner and completely. Eventually, it was not surprising that the distribution of responses yielded from Web-
based and paper-based surveys ended up to be not equal one another. 

More than analyzing the pattern of responses, this study found students’ attitude and preference toward survey 
bring important insights. Both attitude and preference established disturbances that might affect survey results to be 
less reliable. From this study, it was known that the absence of enthusiasm in participating in the survey from the 
participants side and participants’ personal preference of survey administering method were the sources of 
disturbances. These disturbances happened to be the cause of two problems: (1) unequal distribution of responses 
between survey modes (related to comparability) and (2) not adequate number of responses, even though the actual 
number has exceeded the desirable sample size.  

Hence, following are some recommendations derived from this study. First, Web-based and paper-based surveys 
are not interchangeable. Second, unenthusiastic participants prone to be careless when participating in either Web-
based or paper-based. So, it is suggested to increase the standard of sample size at least by doubling the usual standard. 
Moreover, to attract more interest in participating in a survey, dissemination of survey results and active supports 
from school or department would be a good. Third, in the effort of increasing the number of responses, reminders 
are a good option to use for Web-based survey. From this stud\y, it was found that two times a reminder is enough. 
Last but not least, good questionnaires design are important. 

To enhance the findings found from this study, some important points can be discussed for further study: (1) 
reason behind the willingness of respondents to participate in a survey and/or (2) a study on Web-based survey 
reminder. 
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Abstract 
This study aims to analyze fraudulent financial statement in fraud triangle perspective that form factor of 

pressure, opportunity, and rationalization. The population in this study are listed companies on the Indonesia Stock 
Exchange who received penalty from the Indonesia Financial Services Authority. Data were selected using 
purposive sampling techniques so acquired 13 sample companies over five years of research from 2010 to 2014. 
Technical analysis used logistic regression. The results showed partially that only the pressure factor was measured 
by changes in the value of assets had an influence on fraudulent financial statements. While the opportunity and 
rationalization factor had not influence on fraudulent financial statements. 

 
Keywords : fraud triangle and fraudulent financial statement 
 

1. Introduction 
 
Fraudulent financial statement still happens because companies want to deliver the information based on their 

wishes not the fact. Fraud is a deliberate act by one or more persons in the management team, supervisors, 
employees, third parties, a way to cheat to get benefit illegally. Fraud perpetrators tried to hide his actions. Fraud 
committed intentionally and there is an element of malice and fraud [Tuanakotta, (2015), p. 195]. 

Based on International Standards on Auditing 240, there are several factors trigger fraudulent financial 
statement, namely: pressure, opportunity, and rationalization. Cressey (1953) as described in Skousen et al. (2009)  
introduced the three risk factors in terms fraud triangle. 

Over the past decade, fraudulent financial statement is still occur. The latest case of fraudulent financial 
statement is Toshiba Corp. in 2015. Management is demanded to restore the company's earnings after the world 
economic crisis in 2008. According to the investigation report dated July 20, 2015, Japan Financial Services 
Agency explained that Toshiba Corp. overstated profit of around US$ 1.22 billion since 2008. Analysis of fraud 
through pressure factors can be done by using indicator like ratio earning after tax to total assets. Skousen et al. 
(2009) proved that the ratio of earnings after-tax to total assets had influence on fraudulent financial statement. 
Different results obtained by Rachmawati and Marsono (2014) that proved ratio earning after tax to total assets had 
not influnce on fraudulent financial statement. 
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The investigation report dated July 20, 2015, Japan Financial Services Agency described the case of Toshiba 
Corp. involve cooperation between the president, vice president and corporate consultant. This happens due to the 
lack of a monitoring system which is applied in the company so that it appears the opportunity to commit fraud. 
Fraudulent financial statement related opportunities factor can be measured either by indicators of the number of 
independent board of the company. This indicator has been tested by Manurung and Hadian (2013), the number of 
independent board members had influence on fraudulent financial statement. However, that results are not in line 
with the results of the study has done by Sihombing and Rahardjo (2014) that proved that the number of 
independent board members had not influnce on fraudulent financial statement. 

Japan Financial Services Agency via the official website, which was released on December 22, 2015 give 
administrative penalty to the external auditor Toshiba Corp. These penalty due to the negligence of Ernst & Young 
ShinNihon LLC on the financial statements of Toshiba Corp. 2009, 2011, and 2012 (for the year ended March 31, 
2010, 2012, and 2013). Negligences in this case are the financial statements contain material misstatements, but 
Ernst & Young ShinNihon LLC considers the financial statements do not contain material misstatements. Another 
factor driving the fraudulent financial statement is a rationalization or justification for acts of fraud had been 
carried out. This factor can be measured using indicators of the change of external auditor two years prior to the 
occurrence of fraudulent financial statements. Rachmawati and Marsono (2014) proved that a change of external 
auditor had influnce on fraudulent financial statement. However, Sihombing and Rahardjo (2014) proved that a 
change of external auditor had not influnce on fraudulent financial statement. 

The number of indicators that can be used to measure the fraud triangle actors possible to undertake further 
research about  relationship fraud triangle factors  on fraudulent financial statements. 
 
2. Literature Review 

 
2.1. Fraudulent Financial Statement 

 
Elder et al. (2011, p.372) states that fraud in the financial statements are misstated or elimination of the 

amount or disclosure deliberately carried out with the aim to trick users. Moreover, Sukirman dan Sari (2013) said 
that Association of Certified Fraud Examinations (ACFE) defines cheating or fraud is intentional misstatement or 
omission of material facts, or accounting data is misleading and, when considered with all the information that has 
been made, will cause the reader to change the judgment or decision. 

 
2.2. Fraud Triangle 

2.2.1. Pressure 
 

Management and employes have an incentive, encouragement or pressure to commit fraud. For the entity, 
the pressure to do fraudulent financial statements arises when a decrease or instability in the financial prospects of 
the entity, which is caused by the economic, industry, or entity operating [Hery, (2016), p.200]. Pressure factor can 
be measured using the indicators include: 
1. Change in Total Asset (ACHANGE) 

Asset can show the outlook of a company. It would be an attraction for investors, creditors, and other decision 
makers (Martantya and Daljono, 2013). Changes in total asset can be calculated by the formula: 

 
                    (1)  
 

  
2. Total Liabilities to Total Asset (LEV) 

The ratio of total debt to total assets intended to illustrate the company's ability to pay off all liabilities. This 
ratio is used to measure the ratio between total debt to total assets [Hery, (2015), p.167]. This ratio is calculated by 
the formula: 

 

 (2) 
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3. Earning After Tax to Total Asset  (ROA) 

This ratio can use as a tool to measure the company's ability to utilize the assets for a profit (Hery, 2016). 
This ratio is calculated by the formula: 

 

                           (3) 
 
2.2.2. Opportunity 

 
An opportunity to commit fraud because fraud perpetrators believe that their activities will not be detected. 

The control systems are weak, inadequate management supervision and uncertain procedures contribute in opening 
up opportunities for fraud (Sukirman and Sari, 2014). Opportunity factor can be measured using the indicators : 

 
1. Amount of independence member of commissioner (IND) 

Oversight of the board has the responsibility to prevent acts of fraud by management. The auditor may consider 
the independence member of commissioner in overseeing the process of preparing financial statement (Elder et al., 
(2011), p.389]. The ratio of the number of independent member of commissioner (IND) can be calculated using the 
formula: 

 

     (4) 
 
 

2. The existence of financial expert in audit committe (EXPERT) 
Kartika and Sudarno (2014) conducted research on the companies that have at least one financial expert in audit 

commmitee. This research proved that companies who have at least one financial expert in audit commmitee can 
decrease fraudulent financial statement. This data is obtained by using a dummy variable, which gives a value of 1 
if the audit committee have at least one financial expert, and a value of 0 if the audit committee does not have at 
least one financial expert. 

 
2.2.3. Rationalization 

 
According to Hery (2016, p.200), the rationalization is a behavior or character that makes the management 

and employees to insincere, or an environment that makes them to commit dishonest act and justify a dishonest act. 
This factor can be measured using indicators based on change of external auditor the company in the two years 
prior to the occurrence of fraud. Score 1 if the sample companies change external auditor within two years prior to 
the study, a value of 0 if the sample companies change external auditor within two years prior to the study. 
 
2.3. Rational Framework 

 
Below is the rational framework of this research: 

 
 
 

 
 
 
 
 
 

 
Fig 1. Rational Framework 

 

:Parsial 
 

Description: 

Pressure Factor (X1) 

Opportunity Factor (X2) 

Rationalization Factor (X3) 

Fraudulent Financial Statement  
(Y) 
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Effect of Pressure Factor Towards Fraudulent Financial Statement 
The management is always trying to convince users that the company's financial statements are in good condition. 
Assets were owned by companies is a reflection of the condition of the company. The more assets a company has, 
the better the condition of the company. Pressure may also come from external parties hope to meet the 
expectations of management and their expectations. Management is expected to pay off the debt at maturity. The 
existence of these pressures encourage enterprises to carry out fraudulent financial statements. This action taken by 
the management to ensure external parties that the company has the ability to repay their obligations. Profit can 
describe how efficiently the company of using its assets to generate earnings. The management tries to convince 
users of financial statements that management has efficiently utilize its assets to generate earnings. Skousen et al. 
(2009) proved that pressure factors had influence on fraudulent financial statement. 
 
Effect of Opportunity Factor Towards Fraudulent Financial Statement 
Performance management is overseen by a board of commissioners, some of them are independent commissioners 
who have no family or business relationship with the management or the company. The more the number of 
independent commissioner who owned by the company, the less likely management to conduct fraudulent financial 
statements. When commissioners was monitoring the performance of management, independent directors assisted 
by the audit committee which gives insight in the field of accounting and other matters related to compliance. The 
existence of audit committee members who have a background in accounting and finance will facilitate the process 
of monitoring of management performance, thus reduce the level of the possibility of fraudulent financial 
statements. Manurung and Hadian (2013) that proved opportunity factors had influnce on fraudulent financial 
statements. 
 
Effect of Rasionalization Factor Towards Fraudulent Financial Statement 
Before being given to the public, management performance reports should be examined by an external auditor. The 
role of the external auditor is expected to reduce the number of fraudulent financial statements. Companies could 
change external auditor to reduce probability of fraudulent financial statements. Rachmawati and Marsono (2014) 
research also obtained results that rationalization factor as measured by change of external auditor had influnce on 
fraudulent financial statement. 
 
3. Research Methodology 

 
The population in this study is a listed companies on the Indonesian Stock Exchange (BEI) in the period 2010-

2014. Sampling technique used in this research is purposive sampling with criteria that non-bank listed companies 
on the Indonesia Stock Exchange who received penalty from Indonesia Financial Securities Agency in the period 
2010-2014 and publishes an audited annual report in that period. The observational data is 65, consists of 13 
companies with 5-year study period. The analysis technique used in this study is logistic regression analysis. 
Model for logistic regression is as follows: 

 
Ln  = b0 + b1ACHANGE + b2LEV+ b3ROA + b4IND + b5EXPERT + b6AUDCHANGE

 
Or it revealed to be: 

Fraud =  
Where: 
FRAUD  = Fraudulent financial statement 
Ln  = Natural  logarithm 
e  = base of natural logarithm 
b0  = constanta 
b1,2,3,4,5,6  = Regression coefficients of each indicator 
ACHANGE  = ratio of the change of total assets from previous year  
LEV  = ratio between total debt to total assets 
ROA  = ratio of earning after tax to total assets 
IND = ratio of the number of independent board with the total number of commissioners 
EXPERT = where financial experts in the membership of the audit committee 
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AUDCHANGE  = change of external auditors in the two prior years of research  
 

4. Result 
 

Variables in the Equation 
 B S.E. Wald df Sig. Exp(B) 

Step 1a 

ACHANGE 1.571 .761 4.265 1 .039 4.811 
LEV -1.679 1.725 .948 1 .330 .187 
ROA -1.783 2.509 .505 1 .477 .168 
IND 3.548 5.263 .454 1 .500 34.740 
EXPERT(1) .486 .938 .269 1 .604 1.626 
AUDCHANGE(1) -.567 .764 .550 1 .458 .567 
Constant -2.365 2.415 .959 1 .327 .094 

Sumber: Output SPSS 22 
Based on the data in table 1, the logistic regression equation  in this research is as follows : 
 
Ln  = -2,365 + 1,571 ACHANGE – 1,679 LEV – 1,783 ROA + 3,548 IND + 0,486 XPERT - 0,567 

AUDCHANGE 
 
Or it revealed to be: 

Fraud =  
 

Based on these equations can be described as follows: 
1. The value of Exp (B) of 0.094 states that if the value of independent variable as change of assets (ACHANGE), 

the ratio of total debt to total assets (LEV), the ratio of profit after tax to total assets (ROA), the ratio of 
independent directors on the number of commissioners (IND ), the existence of a financial expert within the 
ranks of the audit committee (EXPERT), and the change of the external auditor in two years (AUDCHANGE) 
are 0, then probability fraudulent financial statements is 0.094. 

2. ACHANGE indicator has significance value 0.039 < 0.05, which means that ACHANGE indicator had 
influence on fraudulent financial statetment. The value of Exp (B) for ACHANGE indicator is 4.811. It means 
if any changes to one unit in this indicator, then probability fraudulent financial statements increase 4.811 
times. 

3. LEV indicator has significance value 0.330 > 0.05, which means that LEV indicator had not influence on 
fraudulent financial statetment. The value of Exp (B) for LEV indicator is 0.187. It means if any changes to one 
unit in this indicator, then probability fraudulent financial statements decrease 0.187 times. 

4. ROA indicator has significance value 0.477 > 0.05, which means that ROA indicator had not influence on 
fraudulent financial statetment. The value of Exp (B) for ROA indicator is 0.168. It means if any changes to 
one unit in this indicator, then probability fraudulent financial statements decrease 0.168 times. 

5. IND indicator has significance value 0.500 > 0.05, which means that IND indicator had not influence on 
fraudulent financial statetment. The value of Exp (B) for IND indicator is 34.740. It means if any changes to 
one unit in this indicator, then probability fraudulent financial statements increase 34.740 times. 

6. EXPERT indicator has significance value 0.604 > 0.05, which means that EXPERT indicator had not influence 
on fraudulent financial statetment. The value of Exp (B) for EXPERT indicator is 1.626. It means if any 
changes to one unit in this indicator, then probability fraudulent financial statements increase 1.626 times. 

7. AUDCHANGE indicator has significance value 0.458 > 0.05, which means that AUDCHANGE indicator had 
not influence on fraudulent financial statetment. The value of Exp (B) for AUDCHANGE indicator is 0.567. It 
means if any changes to one unit in this indicator, then probability fraudulent financial statements decrease 
0.567 times. 
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5. Conclusion and Suggestion 
 
The results showed partially that only the pressure factor was measured by changes in the value of assets had 

influence on fraudulent financial statements. While the opportunity and rationalization factors had not influence on 
on fraudulent financial statements. For suggestion, future research may add the number of years of research to get 
better results.  
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Abstract 

Recently, the Ministry of State Owned Enterprises (SOE) is assigned to form six holding companies. The holding companies 
are expected to increase the efficiency and funding ability of SOE. Prior to the holding companies forming, it is beneficial that 
the company with same business line should be merged first, to ensure that there will be no overlap of the operational activity. 
The government planned to merge PT Perusahaan Gas Negara Tbk and PT Pertamina Gas to increase efficiency of national 
natural gas management. Due to many negative opinions and a lot of disapproval from the stakeholders, the acquisition process 
is still suspended. According to those facts, the purpose of this research is to propose a recommendation toward the acquisition 
decision that will be beneficial as the analysis before establishing holding company in energy sector. The author use macro and 
micro environmental analysis, discounted cash flow valuation, and synergy calculation to determine whether the acquisition is 
beneficial or not. The financial data in this research are collected from the companies’ annual report from the last 5 years. The 
result of this research is that there is value of synergy after the acquisition, in the amount of $3,362,411,250. The value of 
synergy is built on the assumption that there will be operating synergy and financial synergy. The result of this research is the 
acquisition plan of PT Perusahaan Gas Negara toward PT Pertamina Gas is recommended to be conducted based from the 
synergy generated. 
 
         

Keyword: State Owned Enterprises; Acquisition; Merger; Discounted Cash Flow; Valuation; PT Perusahaan Gas 
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1. Main text  

1.1. Introduction 

In 2016, the government is assigned to form six holding companies including infrastructure, mining, energy 
security, banking, toll roads and renewable energy. Holding company is a corporate that has voting control of 
one or more other corporations, and also has influence of their subsidiaries (Gitman, 2015). His intention is to 
increase the efficiency and funding ability of State Owned Enterprises so that they will be financially 
independent from the State Budget (APBN) and also to increase competitiveness level toward ASEAN 
Economic Community (MEA).  

In order to form holding companies, the first step that government has to do is merging every State Owned 
Companies that have the same business line. The reason is any subsidiaries under the holding companies are 
not allowed to compete with other company in the same business line and also to ensure there is no overlap 
regarding the operational activities. Due to this requirement, one government agendas is to merge two State 
Owned Companies in gas sector, in order to increase efficiency of national natural gas management and also 
to reach the target of gas utilization rapidly. In line with the plan, the government also aims that the merger 
will reinforce “open access” policy about natural gas pipeline usage, which is stated on Regulation of the 
Minister of Energy and Mineral Resources 19/2009 about Business Activities of Natural Gas through 
Pipelines. The regulation states that every company must utilize transmission and distribution pipeline which 
can be used together (open access) in certain territory.  
 
PT Perusahaan Gas Negara Tbk and PT Pertamina Gas are informed to be merged. PT Perusahaan Gas Negara 
Tbk, the largest natural gases transmission and distribution company in Indonesia, plans to acquire PT 
Pertamina Gas (PT Pertamina Gas). PT Pertamina Gas, the subsidiary of PT Pertamina, is a company which 
mainly active in gas trading, transportation, process, and distribution. President Director of PT Pertamina 
stated that PT Pertamina Gas and PT Perusahaan Gas Negara Tbk, are going to be merged in order to reduce 
competition between the two companies. However, after both companies are merged, PT Pertamina is planned 
to be the holding company in energy sector since its stocks are fully-owned by Indonesian government. 
 
Corporate secretary of PT Perusahaan Gas Negara Tbk stated that they prefer to do acquisition rather than 
merger, as they already control most of Indonesia’s pipeline networks and also have enough capital to do the 
acquisition. By realizing the acquisition, both companies will be able to merge their open access pipeline 
network and then they could increase the development of Indonesia’s gas sector. Gas infrastructure will be 
managed more optimally if PT Pertamina Gas is acquired by PT Perusahaan Gas Negara Tbk as PT Pertamina 
can focus more on upstream sector in Indonesia, which is the oil exploration and lifting. PT Pertamina Gas 
will be focused more on downstream sector after it is acquired by PT Perusahaan Gas Negara. The 
downstream sector refers to the raw natural gas processing and purifying, and also distribution and marketing 
activity of the natural gas based products. The acquisition also could lead to the open access scheme, which 
will benefit both companies, as the efficiency of gas distribution will be increased and it will decrease the gas 
price. 

 
Due to many negative opinions and a lot of disapproval, the acquisition is still suspended. Many analysts and 
shareholders of the company are still disagree with the acquisition plan, because they are afraid that the 
stocks’ price will be lowered after the acquisition. Meanwhile, the acquisition scheme also has to be continued 
prior to the process of forming holding companies that is issued to be done at the end of 2016. Moreover, the 
integration between PT Pertamina Gas and PT Perusahaan Gas Negara is forecasted to be able to decrease 
natural gas prices (Ministry of Energy and Mineral Resources, 2015). This research will calculate the value of 
synergy after acquisition, in order to give recommendations regarding the acquisition process to the 
stakeholders. 

1.2. Research questions 
  What is the firm value of PT Pertamina Gas and PT Perusahaan Gas Negara Tbk using discounted cash 

flow valuation method? 
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  What is the value of synergy created after the acquisition? 
  Should the acquisition plan of PT Perusahaan Gas Negara Tbk toward PT Pertamina Gas be conducted? 

1.3 Research objective 
 To determine the value of PT Pertamina Gas and PT Perusahaan Gas Negara Tbk in year 2015 based on    

discounted cash flow valuation method. 
 To estimate the value of synergy created and determine whether there is value of synergy after acquisition 

process between PT Pertamina Gas and PT Perusahaan Gas Negara Tbk. 
 To recommend whether the acquisition of PT Perusahaan Gas Negara toward PT Pertamina Gas should be 

conducted or not. 

2. Literature review 
In order to conduct the research, several theories and formulas regarding the main topic which is merger and 
acquisition analysis are used. Additional theories such as macro environmental, micro environmental, and 
SWOT analysis are used to support this research.  All of the theories will be combined in order to generate the 
output which is the recommendation whether the acquisition process should be done or not. 

2.1.  Macro environmental analysis 
Macro environment or external environment are the areas outside the organizations that are typically could 
not be controlled by the management (Wheelen & Hunger, 2011). To conduct the macro environmental 
analysis, the analytical tool that being used is PESTEL Analysis. PESTEL analysis is a framework that is 
used to analyze the macro environmental conditions and situation of a company (Yuksel, 2012). In this 
research, the PESTEL analysis will be used only for the economic and industry scope such as inflation rate 
assumption. 

2.2.  Micro environmental analysis 
Micro environment refers to the area where there is direct contact of business organization and can affect the 
activities of the business. Micro environment also known as internal environment (Wheelen & Hunger, 2012). 
The micro environmental analysis will be used to inform the strength and weaknesses of the company. Micro 
environmental analysis which have impacts for the merger and acquisition analysis are classified into 2 
categories which are: Business Analysis and Financial Analysis.  

2.3.  Company valuation 
Company valuation is the process to determine the value of company asset. Valuation is the process that link 
the risk and return to determine the value of an asset. To determine the value of asset at a given point in time, 
a financial manager uses the time value of money techniques and risk and return concepts. The value of asset 
in the company depends on the expected cash flow. Greater risk can be included into a valuation analysis by 
using a higher required return or discount rate. The valuation method that will be used in this research is 
Discounted Valuation Method. 

    2.3.1 Discounted cash flow 
In discounted cash flows valuation, the value of an asset is the present value of the expected cash flows 
on the asset, discounted back at a rate that reflects the riskiness of the cash flows (Damodaran, 2006). If 
the value from Discounted Cash Flow valuation is higher than current cost of investment, then it is a 
good opportunity for investment. 

 
   The formula of Discounted Cash Flow according to Damodaran (2006) is: 
 

 

  
     (Eq 1) 
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Below is the step to calculate value of firm of a company:
 
 
 
 
 

 
 
To calculate the discounted free cash flow, first estimate the Free Cash Flow and then estimate the 
Weighted Average Cost of Capital (WACC). The WACC will be used to estimate the terminal value 
which then can be used to calculate the value of the firm. 

 
2.4.   Synergy 

   Synergy is the additional value that is generated by combining two firms which will create opportunities 
that will not be available if these firms operating independently (Damodaran, The Value of Synergy, 
2005, p. 3). There are two types of synergies which are operating synergy and financial synergy. 
Operating synergies affect operations in the combined firm and include economies of scale, increasing 
pricing power and higher growth potential. The operating synergy will result higher expected cash flows. 
Financial synergy includes tax benefits, diversification, a higher debt capacity and uses for excess cash. 

   The formula of synergy calculation is: 
 

   +

 

(Eq 2) 

3.  Research methodology 
Before conducting the research, the steps of research methodology are created. This framework is used to 
create more systematic research by sorting the step by step first from the problem identification process until 
generating the conclusion.  
 

3.1. Problem identification 
The issue that is determined in this research is regarding the acquisition plan of PT Perusahaan Gas Negara Tbk 
toward PT Pertamina Gas that is still suspended due to many disagreement from the stakeholders. Meanwhile, 
the acquisition has to be continued prior to the process of forming holding companies that is issued by the 
government. Moreover, the integration between PT Pertamina Gas and PT Perusahaan Gas Negara is forecasted 
to be able to decrease natural gas prices. 

 
3.2 Research objective  

According to the problem identification above, the goals of this research is to give recommendation whether 
the acquisition process should be done or not. After the valuation process, then the synergy between the 
acquisition plan of PT Perusahaan Gas Negara and PT Pertamina Gas will be calculated. After the calculation, 
then this research will draw the conclusion whether the acquisition should be done or not.  

 
3.3 Literature review 

The methods and theories that are related with the research are determined in this step. The literature review 
that is used in this research is based on books, papers, and internet. The main sources for the literature review 
are “Note on Valuation Analysis for Merger and Acquisition” (2000) by  the University of Virginia Darden 
School Foundation, The Little Book of Valuation” (2010), and “The Value of Synergy” (2005) by Aswath 
Damodaran. The other book that is used is “Principles of Managerial Science” (2012) by Lawrence J. Gitman.  

 
3.4 Data collection 

In this step, the data that will be needed to conduct the research is gathered. This research use secondary data 

Figure 1. Calculation of Company Value 
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from companies’ website and capital market data. The data that will be collected and analyzed in this research 
are: 
1. Audited Annual Report of PT Perusahaan Gas Negara Tbk from the year 2010-2015 
2. Audited Annual Report of PT Pertamina Gas from the year 2010-2014 
3. Capital Market data of PT Perusahaan Gas Negara Tbk from the year 2010-2015 
4. The Capital Market data of PT Pertamina Gas from the year 2010-2014 
The data used is from the year 2010-2015 because in order to do company valuation, the minimum years are 5 
years. 

 
3.5 Data analysis 

Before conducting data analysis, macro environmental analysis, micro environmental analysis, and SWOT 
analysis are conducted to generate any impacts for the merger and acquisition and also for any growth rate 
assumptions.  

 
3.6 Conclusion and recommendation 

In this step, all the results from the data analysis will be concluded. This step will also include the summary of 
the findings which is highlighted in the research questions including the recommendation. 

4.   Data analysis 
 Using the 8.3% Compounded Annual Growth Rate (CAGR), PT Perusahaan Gas Negara’s enterprise value is      
$11,022,786,272. Whereas, the Compounded Annual Growth Rate of PT Pertamina Gas is 13.61%, which 
generates enterprise value of $3,605,178,264. This result shows that PT Perusahaan Gas Negara should acquire 
PT Pertamina Gas, as its value is higher than PT Pertamina Gas. 
PT Pertamina Gas own key projects that could connect gas supplies in East Java-Central Java, which have not 
been owned by PT Perusahaan Gas Negara. Moreover, there are some overlap assets that could be synergized 
and they will have higher capability. Due to this condition, the merger could create competitive prices in the 
public which will lead to the higher sales growth of combined company. Using these assumptions, then 
operating synergies in form of higher sales growth and cost savings could occur in this acquisition. Using the 
assumptions that there will be operating synergy after PT Perusahaan Gas Negara acquired PT Pertamina Gas, 
then the new sales growth rate of combined company is adjusted to be 2.5% higher than no synergy, which is 
11.48%. There will be cost savings in term of capital expenditure in the amount of $1.7 billion according to the 
representative of PT Pertamina. Due to this condition, the cost of revenue is adjusted to be lower than before. 
There is also financial synergy in form of lower cost of capital. Using these assumptions, then the value of 
combined company will be $17,990,375,786. This calculation shows higher enterprise value than the sum of 
both companies’ if valued independently, which resulted in the value of synergy of $3,362,411,250. The value 
of synergy is generated by subtracting the value of combined company with sum of the value of combined 
company if valued independently.  

5.  Conclusion and recommendation 
Based on the data analysis in previous sections, there are synergy that will be created if PT Perusahaan Gas 
Negara acquire PT Pertamina Gas. The value of synergy is created based on the assumption that the new 
combined company will have higher sales growth rate, lower cost of revenue, lower cost of capital, and cost 
savings in capital expenditure compared with PT Perusahaan Gas Negara as stand-alone company. The 
assumption based on the analysis that the new combined company will be more efficient after merger, as PT 
Perusahaan Gas Negara could get natural gas directly from PT Pertamina, which is the parent company of PT 
Pertamina Gas. Besides, PT Perusahaan Gas Negara and PT Pertamina Gas’ open access pipeline will be wider 
and could be used together. The complementary assets of both companies could be used together to reduce 
capital expenditure in the future. Moreover, the company is expected to have higher revenue growth synergy, as 
more competitive prices lead to the increasing sales growth in the future. Using Discounted Cash Flow 
valuation, the value of synergy between PT Perusahaan Gas Negara and PT Pertamina Gas is estimated to be 
$3,362,411,250. As this research is limited only for the synergy calculation from financial perspective, the 
consideration from other specialization such as marketing, human resources, operations, and the others are also 
needed. 
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Abstract  

Being the best company in their field is every company’s goal. One of the success measurements of being the best company is 
how the company enhances its shareholders value through the prosperity increase of the owners or shareholders. Looking at the 
current performance of PT Astra International Tbk it is unfavourable for current investors and potential investors because of the 
declining in PT Astra International Tbk’s value which lead to generate less earnings for its shareholders. 

Consequently the purpose of this research is to propose financial strategy namely capital structure strategy to calculate the 
appropriate proportion of debt and equity through optimal capital structure calculation that able to enhance the value of PT 
Astra International Tbk. As for the methodology used in this research, it consists of financial ratio analysis, Discounted Cash 
Flow (DCF) Valuation and Weighted Average Cost of Capital (WACC) Approach for Optimal Capital Structure calculation. 
These methodologies will be used in determining the capital structure strategy for PT Astra International Tbk. The financial 
data in this research are collected from the companies’ annual report from the last 6 years and the data from Indonesian Stock 
Exchange. According to the analysis in this result, the optimal capital structure for PT Astra International Tbk occurs when the 
company’s debt proportion at 40% which generates the firm value of Rp295.786.553.748.130. 

Keywords: PT Astra International; Financial Ratio Analysis; Discounted Cash Flow (DCF) Valuation; Weighted Average Cost 
of Capital (WACC) Approach; Optimal Capital Structure. 

1. Introduction 
1.1. Research Background 

PT Astra International Tbk is one of the largest diversified conglomerates or multinational company which can not 
Business in every country in the world are competing with each other and keep expanding their business 
continuously by giving their best performance to get more attention and trust from their partners, investors and 
customers. Therefore, every company implements different kind of policies and management systems in order to 
attract their partners, investors, and customers in hope to be the best company and become the market leader in 
their region or globally. As for the indicators for being the best company can be seen from the company’s 
performances, which are high firm value and high firm profit (Bititci, 2010). The high firm value aspect represents 
the company had maximized the shareholder’s value while high firm profit aspect represents the high amount of 
profit that is gained by shareholders and stakeholders. Those aspects could give benefit and great earnings for the 
company’s shareholders and stakeholders as well as attracting potential shareholders.  

PT Astra International Tbk is one of the largest diversified conglomerates or multinational company which can not 
be denied in possessing a high firm value and a high firm revenue in Indonesia. Morever PT Astra International 
considered as an investment holding company which is often regarded as the gauge of the Indonesian economy due 

thThe 7  Smart Collaboration for Business in 
Technology and Information Industries

2016

71



 

to its presence in various sectors (automotive, agribusiness, heavy equipment, mining, energy, financial services, 
information technology, and infrastructure & logistics) which are present in almost every major sector of the 
Indonesian economy. In addition to this, these sector are not so much dependent on the volatility of one specific 
sector as most other Indonesian companies. Therefore, PT Astra International Tbk is likely to retain its position as 
a top Indonesian company in the foreseeable future. 

From PT Astra International Tbk various sectors, the automotive sectors are the core business for Astra 
International due to their income contribution for more than 50% of Astra International total net income. Though 
this number considered high, it actually has drastically declined from contributing around 80% of Astra 
International total net income in the early of 2000s. The shift focus from automotive sector in PT Astra 
International Tbk was done because the future of car industry is gloomy due to the government policy in trying to 
raise taxes for owning of more than one car, curbed huge subsidies on fuel, has curbed enermous lending for 
vehicle purchases (by designing a higher downward payment for car purchases), and planned to make other policy 
which may reduce the number of car in Indonesia. Moreover, the latest trend in car is moving towards a smart and 
city car with inexpensive price which lead to the decrease in the profit margin of this type of car also the reduction 
in the demand of other types of car. All of these aspects may cause the profits from the automotive industry to 
become unprospect in the future. 

In response to this matter, PT Astra International Tbk has started to reduce its dependecy on car sales and began to 
spread its source of incomes to other sectors. Strangely, the company new strategy in diversifying its source of 
income proved to be ineffective through its financial performance. The ineffective strategy of PT Astra 
International Tbk can be seen from the decrease in its net profit margin that has occured for 5 years straight 
compared to one year earlier even though its revenue and net income were recently declining since 2015. The 
slugish in Indonesian economy and other factors certainly take a role in the decreasing of the financial performance 
for PT Astra International Tbk, but it also indicates that the focus displacement from automotive sectors greatly 
affects the financial performance of PT Astra International Tbk.  

Along with the decrease in its net profit margin, Astra’s stock price is showing a fluctuating movement in each 
year. Although its stock price is sometimes strengthened compared to one year earlier, the return contribution of 
Astra’s stock is actually inferior compared to the Indonesia market return (IHSG) ever since 2011. This means, the 
earnings of Astra’s investors are less than what they should get on Indonesian market.  

Indirectly, the decrease in Astra’s stock price and net profit are affecting the company value of Astra. Referring to 
the mentioned indicators of being the best company, the current performance of Astra does not fit both indicators 
whether it is maximizing its value nor its profit. Looking at the current performance of Astra, the management of 
Astra needs to implement new strategy that able to increase the net income along with enhancing the firm value in 
order to give benefit for its investors along with regain the confidence of Astra’s investors towards Astra.  

From the brief explanation above, this research came up to financial strategy to enhance the value of PT Astra 
International Tbk. In conducting this research, there will be three steps. First, conduct the external and internal 
analysis of PT Astra International Tbk in order to find the symptom within PT Astra International Tbk. Second, 
calculate value of the company in order to know current value of Astra International based on the Discounted Cash 
Flow Method (from calculating FCF, WACC, Terminal Value, and Firm Value). And lastly, propose a 
recommended financial strategy for PT Astra International Tbk that able to maximize the company’s value. 

 
2. THEORETICAL FRAMEWORK 
2.1. Company Valuation 
The analysis of valuation of a company is designed to process to exposure the rest value of the company based on 
the concerned aspects (the company’s strength), the financial performance, the effect and the fair and accurate 
business value of a company. Valuing a company is essential to many parties. For internal management, it will 
give the information and estimation about the company’s condition and also helps the management on financing, 
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making investment plan, deciding company’s policy (ex: dividend). For external management (the stakeholders), it 
will give information about fair value of the company in the market. 
 
2.1.1. Discounted Cash Flow Method 
According to Damodaran, Discounted Cash Flow Models used to find out the value of a company by estimating 
the cash flows for a period (usually specified to be an extraordinary growth period) and a terminal value at the end 
of the period, moreover assuming cash flows will grow at a stable growth rate that can be sustained forever after 
terminal years” (Damodaran, 2006). Based on the explanation about the value of firm can be expected to maintain 
extraordinary growth for n years, in general terms will be: (Damodaran, 2006) 
  

          (Eq 1) 

 
As for the steps to conduct Discounted Cash Flow Valuation will be shown in the figure below. 
 
 

 

 

 

 

 

Figure 1 Discounted Cash Flow's Steps 

2.3. Capital Structure 

In finding the optimal capital structure from the company’s capital (both equity and debt), it can be calculated 
through Weighted Average Cost of Capital (WACC) approach. WACC is an overall return that has to be gained 
from the company’s business and activities, with the purpose of increasing or maintaining the market value of the 
company’s work. To measure WACC, it requires the rate of return from every capital sources. Moreover, there will 
be different cost of capital and different class of securities each company has because it reflects the different risks 
each company poses. 
 
3. RESEARCH METHOD 
3.1. Problem Identification 
The issues that raised in this research is concerning about the current performance of Astra is unfavorable for 
current investors and potential investors because of the declining in Astra’s profitability and company value which 
lead to generate less profit for its shareholders. All of this were mainly caused by Astra’s new strategy to reduce its 
dependency on its automotive sector and began to spread its source of incomes to other sectors due to government 
policies and other factors which cause the profits from the automotive sector to become unprospect in the future. 
To overcome the current condition of Astra, the management of Astra needs to quickly implement new strategy 
which able to give benefit to its investors by enhancing Astra’s company value in accordance with Astra’s current 
condition. 

3.2. Research Objectives 
In consequence with the problem identification, the objectives of this research were developed in order to compose 
the recommended financial strategy which able to enhance the value of PT Astra International Tbk. As a 
fundamental to determine the financial strategy for PT Astra International Tbk, a financial ratio analysis will be 
conducted in order to find Astra’s current and historical financial performance. Then, a valuation will be conducted 
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in order to find Astra’s current value by using Discounted Cash Flow Method and Relative Valuation Method. 
After the valuation process, a financial strategy which able to enhance the value of PT Astra International Tbk will 
be proposed. 
 
3.3. Literature Review 
Based on the problem identification, this research is developed from various sources such as textbooks, journal, 
papers and internet sources which used as guidance in analyzing exposure and determining the research process in 
attempt to solve the problems. The theories that contained in this research are Financial Ratios, Company 
Valuation (FCF, Terminal Value, and Value of Firms), Capital Structure (WACC, Cost of Debt, and Cost of 
Equity). 
 
3.4. Data Collection  
All of the data within this research is secondary data from annual report of PT Astra International Tbk from the 
year 2010 – 2015, the capital market data of PT Astra International Tbk from the year 2010 – 2015, and other 
supporting data like the future plan that PT Astra International Tbk has planned and economy condition in 
Indonesia. These data will be analyzed later on. 
 
3.5. Data Analysis 
Through three steps, this research will generate the optimal capital structure to ehance the value of PT Astra 
International Tbk.  
 First, conduct the financial ratio analysis to check the financial performance of PT Astra International Tbk. 
 Second, calculate value of the company in order to know current value of Astra International based on the 

Discounted Cash Flow Method (from calculating FCF, WACC, Terminal Value, and Firm Value).  
 Lastly, propose a recommended financial strategy for PT Astra International Tbk that able to maximize the 

company’s value. 
 
3.6. Conclusion & Recommendation 
The conclusion of this research will be concluded from the data analysis stage. The conclusion may also act as a 
suggestion to review the financial performance of PT Astra International, Tbk. to find the best financial strategy 
which suitable with PT Astra International, Tbk.’s investment plans. This step will also include the summary of the 
findings which is highlighted in the research questions that will be presented including the recommendation and 
further research that has not been covered in this chapter. 

4. Data Analysis 
This section discloses the data analysis within this research 

4.1. Company Valuation 

The maximum value of the company can be achieved when the capital structure has been optimized and that 
condition may be achieved when the cost of capital at the minimum point. The value of the firm can be calculated 
by dividing the present value of free cash flow plus the present value of terminal value with the weighted average 
cost of capital (WACC). In calculating the value of the firm, there are three kinds of projection (pessimistic, most 
likely, and optimistic) and several key assumptions. The key assumptions in this research are: 
 The sales growth rate in most likely is using PT Astra International Tbk’s CAGR (13.33%), while the 

pessimistic is 7.53% and the optimistic is 15.99%; 
 Tax rate is 25% based on Indonesia regulation on company tax rate 
 Risk-free rate is 7.5% based on BI rate in December 2015 
 Growth of the company is using inflation rate in 2015 (3.4%) 
Here is the calculation result of PT Astra International Tbk’s value with pessimistic, most-likely, and optimistic 
projection: 
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Summary Pessimistic Most Likely Optimistic 
Debt to Equity Ratio 17.56% 
Beta 1,2148 
After-tax Cost of Debt 6,19% 
Interest Rate 3,98% 
Cost of Equity 18,57% 
Cost of Capital 15,45% 
Total Free Cash Flow Rp72,816,674,525,951 Rp110.918.894.351.356 Rp125,354,904,282,168 
Terminal Value Rp161,533,357,475,377 Rp335.463.067.683.513 Rp444,684,470,214,339 
Value of Firm Rp152,187,012,334,774 Rp286.105.793.749.593 Rp361,881,752,769,712 

 
 
Based on the value of firm PT Astra International Tbk in the year 2015 in table 2, the value of pessimistic scenario 
is Rp152,187,012,334,774, the value of most-likely scenario is Rp286.105.793.749.593, and the value of optimistic 
scenario is Rp361,881,752,769,712. The value difference in each scenario was caused by the different sales growth 
that each scenario use. A 6.8% decrease in sales growth can lead to approximately 133 trillion rupiah difference in 
the value of firm between pessimistic and most likely scenario and a 2.66% increase in sales growth can lead to 
approximately 75 trillion rupiah difference in the value of firm between most likely and optimistic scenario. All of 
this scenario are using the same cost of capital that come from PT Astra International Tbk’s annual report in the 
year 2015. This means the maximum value of the company has not been achieved due to the cost of capital has not 
been minimized. 
 
4.2. Optimal Capital Structure 

In capital structure, the cost of capital is the main components that need to be considered. This is because the 
optimal capital structure may be achieved when the cost of capital minimized and the value of the firm is 
maximized. The most likely scenario will be used as the reference in calculating the optimal capital structure in 
this research. Here is the calculation result of PT Astra International Tbk’s optimal capital structure: 

Debt Ratio Rd Equity Ratio Re WACC Firm Value  
0% 20,63% 100% 10,70% 10,70% Rp273.777.001.224.475 

10% 6,19% 90% 10,97% 10,49% Rp281.908.764.506.176 
20% 6,45% 80% 11,30% 10,33% Rp288.344.281.312.224 
30% 6,94% 70% 11,73% 10,29% Rp289.959.069.026.952 
40% 6,94% 60% 12,30% 10,15% Rp295.786.553.748.130 
50% 8,06% 50% 13,10% 10,58% Rp278.284.416.751.276 
60% 8,06% 40% 14,30% 10,56% Rp279.203.755.935.921 
70% 9,75% 30% 16,30% 11,71% Rp240.435.876.690.348 
80% 9,75% 20% 20,30% 11,86% Rp236.323.299.395.080 
90% 10,50% 10% 32,29% 12,68% Rp215.476.688.211.629 

100% 11,25% 0% 10,70% 11,25% Rp254.610.095.310.506 
 
 
Based on the optimal capital structure for PT Astra International Tbk in table 3, the weighted average cost of 
capital hit the lowest point at 10.15% when the company’s debt ratio at 40% and the company’s equity ratio at 
60% of the total capital. Along with a minimized weighted average cost of capital, the value of the firm is 
maximized at Rp295.786.553.748.130. Compared to the current value of the firm that PT Astra International Tbk 

Table 2 Value of Firm PT Astra International Tbk in Year 2015 

Table 3 Optimal Capital Structure for PT Astra International 
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has, there is Rp9.680.759.998.538 difference which can be optimized by increasing the debt to capital ratio of PT 
Astra International Tbk for 25,06% from 14,94% to 40%. 
 
5. Conclusion & Recommendation 
5.1. Conclusion 

Currently, the performance of PT Astra International Tbk is showing a decreasing condition with its net income 
that decrease significantly in 2015 which caused a declining firm value. Based on various examination towards 
Astra, other than the plan in changing its focus from automotive sector, it shows that the global economic 
slowdown in 2015 take parts in the decrease of Astra’s net income but Astra still proves its capability by scoring 
an above average financial ratio result compared to its industry, sector, and its time series from 2010 to 2014. Still, 
the decrease in Astra’s performance make the company unattractive for investors. From the financial ratio analysis, 
it showed that the debt proportion that Astra possess is higher than its industry and sector which lead to further 
analysis of the capital within Astra. Afterwards, the capital within Astra is checked and the result of this research 
stated that the recommended optimal capital structure for PT Astra International Tbk occurs when the weighted 
average cost of capital reach the lowest point at 10,15% with the proportion of company’s debt to capital ratio at 
40% and the company’s equity to capital ratio at 60% which able to enhance the value of the firm to 
Rp295.786.553.748.130. In applying the optimal capital structure, the value of the firm will increase for 
Rp9.680.759.998.538 from Rp286.105.793.749.592 to Rp295.786.553.748.130. 
 
5.2. Recommendation 

PT Astra International Tbk encourages to seek another source of debt in order to increase its level of debt for 
25,06% from 14,94% to 40% to maximize the firm value of Astra. In increasing debt ratio at capital structure, 
Astra could issue another corporate bond or taking loans from bank or other kinds of facility agents. Looking at 
reputation and experience of Astra, it is simple for Astra to issue new debts because any creditors should feel 
confidence in issuing new bonds or loans for Astra. Afterwards, Astra just need to adjust its capital structure policy 
in accordance with the calculation result in this research. 
As for the future research, in order to enhance the value of PT Astra International Tbk, it may use other kinds of 
methods in calculating optimal capital structure. Later on, all of the calculation results can be compared and 
generate more accurate result which may consider other factors that is not considered within WACC approach.    
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Despite the fact that companies do everything in their power in order to have a customer come online using the 
principals we have or will mention, it is impossible to replace the physical aspects of shopping such as feeling the 
material in a dress, seeing how a dress looks on a person based on his/her body type, trying on a shoe and walking 
around in it to see how comfortable you are in it. Another aspect would be instant feedback is nonexistent in online 
shopping. Based on the background, the this  research address the  question on How are in-process satisfaction (at-
checkout and after-delivery), price perceptions, and overall satisfaction interrelated, and how do any or all of 
these variables directly influence customer intention to return online 

1.2. Customer Perception 

The key in understanding and improving the customer experience is customer perception (Fisher & Europe, 
2009).Perception from customers can be used by companies to evaluate themselves in the way they operate. 
Further, perception is built through some of these criteria, such as: 
 Overall satisfaction: when the product consumed fulfills the customer’s need, satisfaction is achieved. 
 Product/Service reliability:the more a consumer can depend on the product/service to fulfill their needs, the 

more positive perception they have towards the company 
 Flexibility (to customer needs):the more flexibility customers have with the company they make a purchase 

from, the more positive they become, as they feel convenient. 
On-time delivery: when a company delivers products/services at the time promised, customers begin to trust the 

company. This builds positive perception in the customers’ mind, as they believe the next purchase made will 
satisfy them in the same manner. 

1.3. Customer Intention 

Customer intention is the planning to make a purchase. It is important for companies to predict customers’ 
intention to meet demand. Underestimating and overestimating customers’ demand is one of companies’ biggest 
mistakes because it leads to a dramatic failure (Blackwell et al., 2006). According to Blackwell et al., (2006) 
Intentions are subjective judgments about how we will behave in the future. Among types of consumer intentions 
mentioned are Purchase intentions, repurchase intentions and shopping intentions. 

1.4. Customer Satisfaction 

Online e-tailer can include few additional attributes such as online chat and forum to improve customer 
satisfaction and website usefulness. These additional attributes brings about a high growth of the website’s 
interactivity which leads to providing a better website for customers to shop online. Hence a pleasant shopping 
experience adds up to repurchase intention Wen et. al., (2011). The satisfaction customers derive from making 
purchases at a particular online store will eventually lead to the building of customer loyalty which is an important 
determinant of the overall growth and success of business (Atchariya Chanvanich, K., et. al., (2006). 

1.5. E-Commerce 

According to Laudon & Traver (2011) E-commerce is defined as: “The use of the internet and the web to 
transact business. More formally, digitally enabled commercial transactions between and among organizations 
and individuals’ “E-commerce success largely depends on the fulfilling the three aspects of E-commerce (Hesan 
et. al., (2007) namely; Information Quality, System Quality and Service Quality 

1.6. Research Model 

This research model show the interrelated among variables that developed the related 7 hypothesis of Customer 
intention to return online based on price perception, attribute-level performance, and satisfaction unfolding over 
time are depict in below figure: 
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3. Customers’ intention to return to the e-tailer is positively related to their overall satisfaction with the 
whole transaction process. Customers Overall Satisfaction is the evidence of whether the customers like or 
not the experienced they had using the particular website. If they like it, the chance of return to make another 
purchase is higher. It is noticeable when customers are dissatisfied with the experienced they had in the 
website, they will not return to that site for the next purchase. Therefore, customers can be uncertain at times, 
they may be satisfied with the website experienced, but if they find other company's websites, it is to be 
expected for them to give it a try, and that is why customer's overall satisfaction isn't 100 % related to their 
intention to return online. 
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Abstract

Indonesia is a large and promising market for mobile telecommunication service. However, the increment of smartphone
number and the change of communication way bring significant impact to Telco operator because revenue and traffic move in
different or diverging directions. The situation is getting worst due to over the top (OTT) applications. All of these factors
caused ARPU (Average Revenue per User) decrement.

PT XYZ, as a mobile Telco operator in Indonesia, also experiences this ARPU decrement. The condition is getting worse since
aggressive offerings from competitor in residential broadband service which had been eroding its revenue growth. Another
problem is related with low data user penetration.

The research uses conceptual framework which uses several step and tools, such as External Environment Analysis (PESTEL
and Porter’s Five Forces Analysis), Internal Environment Analysis (VRIO and Value Chain Analysis), Strategy Formulation
(SPACE Matrix and TOWS Matrix Analysis) and Redefining Business Model (Cross Industry Innovation and Business Model
Canvas).

The researcher recommends that the appropriate business strategy to solve the business problems is launching new mobile
broadband product. Decreasing ARPU could be solved because the new broadband product has higher ARPU than current
products. It also can compete with other competitors for residential market in order to prevent eroding its revenue
growth. At the end, this strategy will solve the business problem related with low data user penetration. The researcher has
developed the business model for residential mobile broadband product which has several value propositions.

Key words: Business Strategy; Business Mode; Mobile Broadband

1. Introduction

Mobile broadband traffic in Indonesia has experienced rapid growth. Smartphone increment and the change of
communication way bring significant impact to Telco operator because the traffic (as cost to operator) grows much
faster than the revenue.
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It becomes big opportunities and threats at once for Telco operator. It can be big opportunities because it
becomes source of data revenue. It also can be big threats because it is continuing to make downward pressure on
ARPU (Average Revenue per User) levels. Based on Indonesian operators' historical ARPU data, ARPU rates are
experiencing general downtrend as shown on Figure 1.

Figure 1 Numbers of Cellular Subs vs. Blended ARPU

In addition, mobile broadband services are characterized by highly competitive tariff among Telco players.
Most of them are offering a certain amount of bandwidth quota to unlimited with varied access speed, while the
regulation of its service has not been set yet by the government. Low tariff of basic service and mobile broadband
caused ARPU earned by each Telco players tend to decrease.

PT XYZ, as a mobile Telco operator in Indonesia, also experiences this ARPU decrement. The condition is
getting worse since aggressive offerings from competitor in Broadband service. The competitors not only come
from fixed broadband operator but also from mobile broadband operator. Other opportunities and threats are
related with low data user penetration.

2. Business Issue Exploration

2.1 Conceptual Framework

The researcher uses conceptual framework which is adopted from the AFI Strategy Framework. The
researcher translates the AFI Framework as the way of thinking into a conceptual framework as shown in Figure 2.

2.2 Analysis of Business Situation

2.3.1 PESTEL Analysis

PESTEL Analysis is used to scan several external factors which consist of political, economic, social,
technological, environment and legal factors. PESTEL analysis of mobile broadband telecommunication industry
in Indonesia can be seen on Figure 3a. It shown that Indonesia mobile broadband industry is very challenging.
However, there are many new opportunities because of higher customers’ need and rapid technology development.

2.3.2 Porter’s Five Forces

Furthermore, the researcher conducts analysis to PT XYZ mobile broadband business by using Porter’s Five
Forces Framework. The summary result can be seen on Figure 3b. It can be concluded that mobile broadband
Telco industry in Indonesia is 2.5 star industries. The most contribution is tight rivalry competition and high
customer bargaining position. Mobile operator must become more competitive with innovative business strategy.
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Figure 2 Conceptual Framework

a) b)

Figure 3 (a) PESTEL Analysis (b) Porter’s Five Forces of Mobile Broadband Telco Industry in Indonesia

2.3.3 Resources Based View Analysis

The researcher analyses all of company resources by using Resources Based View Analysis. The
result can be seen in Figure 4a. It can be concluded that all resources and capabilities can be maximize to
have two competitive advantages: Best network quality and leading brand image.

2.3.4 Value Chain Analysis

According to Porter Value Chain Analysis, the researcher develops the primary and supporting activities to
develop new mobile broadband services. The detail information is shown on Figure 4b.
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Figure 4 (a) Porter’s Five Forces of Mobile Broadband Telco Industry in Indonesia

(b) Primary & Supporting Activities of Mobile Broadband Service

3. Business Solution

3.1 Business Strategy Formulation

This research uses two tools in formulating new Broadband Business Strategy. They are SPACE Matrix and
TOWS Matrix Analysis as explained below.

3.1.1 SPACE Matrix Analysis

The result of SPACE matrix analysis of PT XYZ mobile broadband business is shown in Figure 5a. Its
directional vector describes PT XYZ as a strong company to use aggressive business strategy. The company is in
an excellent position to apply its internal strengths to take advantage of external opportunities, overcome internal
weaknesses, and avoid external threats. To define appropriate strategies, researcher use TOWS matrix analysis.

3.1.2 TOWS Matrix Analysis

TOWS Matrix Analysis was introduced by Heinz Weihrich, a Professor of Management from University of
San Francisco. It is a conceptual framework that helps in finding the most efficient actions. The result of TOWS
Matrix Analysis of PT XYZ mobile broadband business is shown in Figure 5b.

a) b)

Figure 5 (a) Result of SPACE Matrix Analysis PT XYZ Mobile Broadband

(b) Result of TOWS Matrix Analysis
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3.1.3 Alternative of Business Solution

Based on the result of TOWS Matrix Analysis, the researcher list several business strategies as alternative of
business solution for PT XYZ mobile broadband services as follow:
1. Developing comprehensive and integrated broadband product (pricing, channel, content, etc.)
2. Launching new mobile broadband product for residential area
3. Synergy with fixed broadband company to offer quadruple play broadband services
4. Setup new start up or acquire current start up OTT player
5. Offering broadband product with competitive tariff

Then, the researcher correlates all of those strategies with the business problems in order to select the optimal
business solution. The researcher analyse that the appropriate business strategy to solve the business problems is
launching new mobile broadband product for residential area. It’s due to residential customers have higher
Average Revenue per User (ARPU) than mobile broadband customer. It can solve the business problem
related with ARPU experiencing downtrend. This strategy also solves the business problem related with low data
user penetration. It’s due to there will be new acquired residential customer with directly become data user.

3.2 Redefining Business Model

In redefining new mobile broadband business model, this research use Osterwalder Business Model Canvas.
Before that, the researcher use Cross Industry Innovation with 3C Model as reference for the Business Model.

3.2.1 Cross-Industry Innovation Analysis

The researcher uses this cross-industry innovation with 3C model to get inspiration from other industry as
input to improve mobile broadband business model. The researcher asked respondents what their inspiring
company outside Telco industry is and what the company do that can inspire in mobile broadband business. The
purpose of the question is to get the business model solution according to respondent expectations by beyond the
border of Telco industry. Then, the researcher formulates the next practice based on the result of interview. The
interview focuses to social conscious professional customer segment because it is the most appropriate segment for
mobile broadband service.

Then, the researcher analyses the data from respondents by using 3C Model (Concept–Combine–Create).
Concept is ability to conceptualize by conduct in-depth research. Combine is the ability to make smart
combinations to find matches and similarities. Create is the ability to make it fit in the situation, ensures that
company make it fit by adapt, modify, and customize it to the situation. The result of Cross-Industry Innovation
Analysis of PT XYZ mobile broadband is shown in Table 1.

Table 1 Create Next Practice with other industry
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3.2.2 Osterwalder Business Model Canvas

Based on the result of cross industry innovation with 3C Model above, the researcher develops a business
model canvas for new mobile broadband services. The result is shown in Figure 6.

Figure 6 New Mobile Broadband Business Model Canvas

4. Conclusion

There are three business problems that are facing by PT XYZ in mobile broadband business. They are general
downtrend of average Revenue per User (ARPU) rates; competitive broadband offerings in residential area have
been eroding the revenue growth and low data user penetration.

The researcher recommends that the appropriate business strategy to solve the business problems is launching
new mobile broadband product. Decreasing ARPU could be solved because the new broadband product has
higher ARPU than current products. At the same time, it can compete with other competitors for residential
market in order to prevent eroding the revenue growth. At the end, the strategy will solve the business problem
related with low data user penetration. The researcher has developed the business model for the new mobile
broadband product which has several value propositions. They are high speed data access, easy to get the product
and services, personalized customer relationship and affordable price with high quality product.
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THE INFLUENCE OF CAPITAL ADEQUACY RATIO (CAR), NON PERFORMING FINANCING (NPF), 
AND PROFIT SHARING RATIO TO PROFIT SHARING FINANCING SHARIA BANK 

(Case Study: Sharia Bank in Indonesia 2010-2014) 

Abstract  

At this time, Islamic banks are growing and developing. The difference between Islamic banks and Conventional banks make 
some people switch to using Islamic banks’s service. Non-riba system that used at Islamic banks have undertaken to carry out 
economic activities accordance to Islamic principles. According to Islamic principles, profit sharing system is the difference 
service that given by Islamic banks. However, the profit sharing system is less attractive to public. This study aimed to analyze 
the influence of Capital Adequacy Ratio (CAR), Non Performing Financing (NPF), and profit sharing ratio to profit sharing 
financing, simultaneously and partially. Population in this study are Islamic banks in Indonesia. Sampling technique that used in 
this study is purposive sampling and obtained seven Islamic banks with five years study period. Data analysis method in this 
study is panel data regression. The result showed that Capital Adequacy Ratio (CAR), Non Performing Financing (NPF), and 
profit sharing ratio simultaneously has significant effect to profit sharing financing. While partially, Capital Adequacy Ratio 
(CAR) has negative significant effect to profit sharing financing, Non Performing Financing (NPF) and profit sharing ratio has 
no significant effect to profit sharing financing. 
 

Keywords: Capital Adequacy Ratio (CAR), Non Performing Financing (NPF), Profit Sharing Ratio, Profit Sharing Financing 

1. Introduction 
According to UU No. 21/2008[13] Islamic banking is anything that involves about Sharia Bank and Sharia 

Business Unit, covering institutional, business activities, as well as the manner and process of carrying out its 
business activities. According to data from Otoritas Jasa Keuangan, there are currently 12 Sharia Banks and 22 
Sharia Business Unit operating in Indonesia. 

At this time the Islamic banks are growing and developing in the community. According to data from Otoritas 
Jasa Keuangan’s statistics that show an increase in the number of branches of Sharia Banks, Sharia Business Unit, 
and Sharia Financing Bank from year to year. Its differences with conventional banks that make some people 
switch to using the services of sharia banks. Non-usury system that is used by sharia banks have undertaken to 
carry out economic activities in accordance with Islamic principles. In accordance with Islamic principles, then 
what distinguishes Islamic banks with that conventional bank's profit-sharing system carried out by Islamic banks. 
However, in reality the sharing system is less attractive to the public. Based on data obtained from Otoritas Jasa 
Keuangan, murabaha financing for buying and selling system more desirable than the profit and loss sharing 
financing for profit sharing system. Therefore, the factors that affect the financing need to be identified. In this 
study the variables to be studied, namely Capital Adequacy Ratio (CAR), Non Performing Financing (NPF), and 
profit sharing ratio to profit sharing financing. Based on data from Otoritas Jasa Keuangan, the ratio of Capital 
Adequacy Ratio (CAR) and Non Performing Financing (NPF) tends to fluctuate during 2010-2014. Profit sharing 
ratio for 2010-2014 also tend to fluctuate, while profit sharing financing for the results during 2010-2014 continues 
to increase. 

The purpose of this research is to determine the Capital Adequacy Ratio (CAR), Non Performing Financing 
(NPF), the profit sharing ratio and profit sharing financing in Sharia banks during 2010-2014, to determine the 
effect of the Capital Adequacy Ratio (CAR), Non Performing Financing (NPF), and profit sharing ratio to profit 
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sharing financing in Sharia Banks during 2010-2014, simultaneously and partially. 
 

2. Literature Review 
2.1. Profit Sharing Financing 

According to Ismail[4] (2011: 167) profit sharing financing is one of the products that difference with 
conventional banks. In profit sharing financing, Sharia banks do not give interest to clients, but to participate in the 
investment. Investment returns will be accepted in the form of a share of the business carried on by the customer. 
There are two types of financing profit sharing financing, that is mudharabah and musyarakah contract. 

 
2.2 Capital Adequacy Ratio (CAR) 

According to Umam[12] (2013: 250) Capital Adequacy Ratio (CAR) is an important factor for banks in order to 
accommodate the business development and the risk of loss. Bank of Indonesia set the minimum capital adequacy 
ratio requirement which must always be maintained by each bank as a certain proportion of total Risk Weighted 
Assets (RWA), or mathematically: 

 
 

 
  
Risk Weighted Assets (RWA) is the total value of each bank's assets after being multiplied by the risk weight of 
each of the assets. Assets are less at risk are given a weighting of 0% and assets most at risk are given a weighting 
of 100%. Thus, the RWA shows the value of risky assets that require anticipation of capital in sufficient quantity 
(Umam, 2013: 251)[12]. 
 
2.3 Non Performing Financing (NPF) 

According to Darmawi[2] (2011: 126) Non Performing Financing (NPF) include loans where the borrower is 
not able to implement the requirements of the loan agreement has been signed, which is caused by many things that 
need to be reviewed or amendment. Thus, there is a possibility of credit risk could grow taller. Non-performing 
financing can also be expressed in percentage is calculated using the following formula: 
 
 
 

 
Based on Bank Indonesia Regulation No. 8/21 / PBI / 2006[9], the quality of financing is set to be 5 (five) 

categories, there are current, special mention, substandard, doubtful and loss. Financing by category collectability 
substandard, doubtful, and loss can be termed as non performing financing. 

 
2.4 Profit Sharing Ratio 

According to Antonio[1] (2001: 140) one of the characteristics of profit sharing financing is a profit sharing 
ratio should be determined and approved at the beginning of the agreement. Ratio between one bank and another 
bank can be different. Ratio can also differ between one account and another account in accordance with the size of 
the fund and maturity. According to Karim[5] (2009: 286) Sharia banks apply the profit sharing ratio of the 
financing products based on Natural Uncertainty Contracts (NUC), the contract business that does not provide 
certainty of income (return), both in terms of quantity (amount) or time (timing), such as profit and loss sharing. 

CAR =  

Non performing financing =  x 100% 
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2.5 Rational Framework 
Below is the rational framework of this research 
 
 
 
 
 
 
 
 
 
 
 
 

 
Description: 
  : simultan 
  : partial 

Fig 1. Rational Framework 
 

 
The Effect of Capital Adequacy Ratio (CAR) to Profit Shating Financing 
 According to Umam[12] (2013: 250) Capital Adequacy Ratio (CAR) is an important factor for banks in order to 
accommodate the business development and the risk of loss. Bank of Indonesia set the minimum capital adequacy 
ratio requirement which must always be maintained by each bank as a certain proportion of total Risk Weighted 
Assets (RWA). Based on Bank Indonesia Regulation No. 3/21 / PBI / 2001[8]  banks are required to provide a 
minimum CAR at 8%. The higher CAR is the better, because it means the adequacy of bank’s capital to withstand 
the risks are large, so CAR has a positive effect to profit sharing financing. 
 
The Effect of Non Performing Financing (NPF) to Profit Sharing Financing 

According to Darmawi[2] (2011: 126) Non Performing Financing (NPF) include loans where the borrower is 
not able to implement the requirements of the loan agreement has been signed, which is caused by many things that 
need to be reviewed or amendment. Financing by category collectability substandard, doubtful, and loss can be 
termed as non performing financing. The higher NPF is the worse, because it means the higher amount of non 
performing financing, so NPF has a negative effect to profit sharing financing. 

 
The Effect of Profit Sharing Ratio to Profit Sharing Financing 
 According to Antonio[1] (2001: 140) one of the characteristics of profit sharing financing is a profit sharing 
ratio should be determined and approved at the beginning of the agreement. According to Karim[5] (2009: 286) 
Sharia banks apply the profit sharing ratio of the financing products based on Natural Uncertainty Contracts 
(NUC), the contract business that does not provide certainty of income (return), both in terms of quantity (amount) 
or time (timing), such as profit and loss sharing. If profit sharing ratio higher, profit sharing financing will be 
higher as well, so profit sharing ratio has a positive effect to profit sharing financing. 
 
2.5 Research Hypotesis 

Based on the theory and framework described previously, the research hypothesis can be formulated as 
follows: 

1. Capital Adequacy Ratio (CAR), Non Performing Financing (NPF), and profit sharing ratio simultaneously 
has significant effect to profit sharing financing Sharia Banks during 2010-2014. 

2. Capital Adequacy Ratio (CAR) has positive significant effect to profit sharing financing Sharia Banks 
during 2010-2014. 

3. Non Performing Financing (NPF) has negative significant effect to profit sharing financing Sharia Banks 
during 2010-2014. 

Capital Adequacy Ratio 
(CAR) 

Non Performing Financing 
(NPF) 

Profit Sharing 
Financing 

Profit Sharing Ratio 
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4. Profit sharing ratio has positive significant effect to profit sharing financing Sharia Banks during 2010-
2014. 

 
3. Research Methodology 

Population in this study are 12 Sharia banks in Indonesia. Sampling technique that used in this study is 
purposive sampling and obtained seven Islamic banks with five years study period during 2010-2014.  Data 
analysis method in this study is panel data regression. Fixed effect model in this study are: 

 
 

 
 
Description: 
Y : Profit Sharing Financing 
X1 : Capital Adequacy Ratio (CAR) 
X2 : Non Performing Financing (NPF) 
X3 : Profit Sharing Ratio 
i : Sharia Bank 
t : Time 
e : error 
 
4. Result 
 

Table 1 The Results of Fixed Effect Model 
Dependent Variable: LnPBH   
Method: Pooled Least Squares   
Sample: 2010 2014   
Included observations: 5   
Cross-sections included: 7   
Total pool (balanced) observations: 35  

Variable Coefficient Std. Error t-Statistic Prob.   

C 28.40490 0.546616 51.96501 0.0000 
CAR -4.536555 0.824954 -5.499158 0.0000 
NPF -2.800984 3.707814 -0.755427 0.4571 
TBH 4.590455 3.293044 1.393986 0.1756 

 Effects Specification   

Cross-section fixed (dummy variables)  

R-squared 0.952907     Mean dependent var 27.94386 
Adjusted R-squared 0.935954     S.D. dependent var 1.889772 
S.E. of regression 0.478252     Akaike info criterion 1.597600 
Sum squared resid 5.718132     Schwarz criterion 2.041985 
Log likelihood -17.95800     Hannan-Quinn criter. 1.751001 
F-statistic 56.20718     Durbin-Watson stat 1.260181 
Prob(F-statistic) 0.000000    

Sumber: Output Eviews 8 

Based on table 1, the panel data regression model explaining the effect of Capital Adequacy Ratio (CAR), Non 
Performing Financing (NPF), and profit sharing ratio to profit sharing financing Sharia Banks during 2010-2014, 
are: 

 

lnYit = β0 + β1X1it + β2X2it + β3X3it + eit 

LnPBH = 28,40490 + 4,590455 TBH – 4,536555 CAR – 2,800984 NPF + 
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4.1 F-Test 
 In this research F Test is used to determine the simultaneously effect of the Capital Adequacy Ratio (CAR), 
Non Performing Financing (NPF), and profit sharing ratio to profit sharing financing in Sharia Banks during 2010-
2014, with probability value that is used by 0,05. According to the table 1 can be seen the value of Prob (F-
Statistics) generated by 0.0000 < 0.05. Based on these results we can conclude that H0 rejected and Ha accepted, 
which means Capital Adequacy Ratio (CAR), Non Performing Financing (NPF), and profit sharing ratio 
simultaneously has significant effect to profit sharing financing. 
 
4.2 t-Test 

In this research t-Test is used to determine the effect of the Capital Adequacy Ratio (CAR), Non Performing 
Financing (NPF), and profit sharing ratio as an independent variable to profit sharing financing as dependent 
variable. Based on the results at table 1 can be described as follows: 

a. Variable Capital Adequacy Ratio (CAR) has probability 0,0000 < 0,05. Based on these results we can 
conclude that Capital Adequacy Ratio (CAR) partially has significant effect to profit sharing financing. 

b. Variable Non Performing Financing (NPF) has probability 0,4571 < 0,05. Based on these results we can 
conclude that Non Performing Financing (NPF) partially has no significant effect to profit sharing 
financing. 

c. Variable profit sharing ratio has probability 0,1756 < 0,05. Based on these results we can conclude that 
profit sharing financing partially has no significant effect to profit sharing financing. 
 

4.3 Coefficient of Determination (R2) 
The coefficient of determination describes the proportion of dependent variable explained by the independent 

variables. Based on the results at table 1, adjusted R-Squared value of 0.935954 or 93.60%. From these results can 
be obtained information that the independent variables can explain the dependent variable amounted to 93.60%, 
while the remaining 6.40% is explained by other factors. 

 
5. Conclusion 

Based on panel data regression, the results showed that Capital Adequacy Ratio (CAR), Non Performing 
Financing (NPF), and profit sharing ratio simultaneously has significant effect to profit sharing financing. While 
partially, Capital Adequacy Ratio (CAR) has negative significant effect to profit sharing financing, Non 
Performing Financing (NPF) and profit sharing ratio has no significant effect to profit sharing financing. 
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Abstract  

Islamic Banking is one sector that has the potential to compete in the ASEAN Economy Community. As the country with 
the largest muslim population in the world, Indonesia has the potential to be the center of the development of Islamic banking 
and finance industy  in ASEAN and the world. However, these advantages still can be maximized by islamic banking in 
Indonesia to obtain higher profitability. 

This research aims to analyze the influence of murabaha financing, Non Performing Finance and Financing to Deposit 
Ratio to profitability Islamic banks in Indonesia that are projected by Return on Assets. The population in this study is the 
Islamic Banks in Indonesia. Sample selection technique used is purposive sampling and obtained nine Islamic Banks with a 
period of study in 2012-2014. Methods of data analysis in this research is panel data regression analysis using Eviews software 
version 8. 

The results showed that murabaha  financing, Non Performing Finance and Financing to Deposit Ratio simultaneously 
has significant effect on profitability. While partially, murabaha financing no significant effect on profitability, Non Performing 
Finance significant negative effect on profitability, and Financing to Deposit Ratio significant positive effect on profitability. 
 
Keywords: Murabaha Financing, Non Performing Finance (NPF), Financing to Deposit Ratio (FDR), Profitability, Return on Assets (ROA) 

1. Introduction 
ASEAN Economic Community (AEC) is a realization of the ultimate goal of economic integration adopted in 

the ASEAN Vision 2020. This means that MEA will establish a system of free trade between ASEAN countries. 
This policy has been planned in advance, but because of the urgent need, especially in terms of bilateral 
cooperation and the strengthening of the ASEAN countries against foreign products it is referred MEA 
implementation at the latest by 2015. The aim is to improve the economic stability in the ASEAN region, so that 
MEAs are expected to be able to overcome the problems in the economic field between ASEAN countries.  

Indonesia is one of the countries that are part of the MEA, so that Indonesia must be ready to face the era of 
free economy like AEC. Indonesia must merge the territorial limits of the country in a free market that is expected 
to be the backbone of the economy in Asia after China. The whole industry will be competing in the MEA market, 
for that Indonesia needs to make improvements in it industries, particularly industries that have the potential 
compared to other countries that can compete and be accepted by the other ASEAN countries. One of the 
industries that have the potential according to Bank Indonesia deputy governor, Dr. Halim Alamsyah (2012) is the 
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Islamic banking industry. According to Law No. 21 of 2008 on Perbank Sharia, Islamic Banking is the bank 
running their business based on Sharia Principles and by type consisting of Islamic Banks and Public Islamic Bank 
Financing or called BPRS. The Syariah principle is a principle of Islamic law in banking activities that have 
authority in setting the fatwa in the field of sharia. 

Islamic banking in Indonesia has huge growth potential. As the country with the largest Muslim population in 
the world, Indonesia has the potential to be the center of the development of Islamic banking and finance industry, 
in ASEAN and the world. These advantages, still can not be maximized by Islamic Banks  in Indonesia to obtain 
higher profitability. As well as other business entities, profitability is one indicator of the performance of the entity 
that is expected to be achieved Islamic Banks. According to Kasmir (2012: 196) profitabiltias ratio is the ratio to 
assess the company's ability to make a profit. This ratio also provides a measure of the effectiveness of 
management of a company. 

Return on Assets (ROA) is a profitability ratio. According to Kasmir (2012: 201) ROA is a ratio showing 
results (return) on the amount of assets used in the company. In addition, ROA provides a better measure for the 
profitability of the company because it shows the effectiveness of management in using assets to generate revenue. 
Relevant profitability analysis used in researching the banking profitibalitas is ROA. According to Meythi (2005: 
259) The reason for the use of ROA due to Bank Indonesia as manager and supervisor of banking assets are more 
concerned with funds from the public. Besides, ROA is the most objective measurement method that is based on 
accounting data provided and the amount of ROA may reflect the results of a series of corporate policies, 
especially banking. 

In the period 2012-2014, almost all Islamic Banks ROA decreased every year. The decline in ROA Islamic 
Banks showed that less than maximum utilization of the advantages possessed by Indonesia as the country with the 
largest Muslim population in the world which will provide greater potential for Islamic Banks in doing the 
collection and distribution of funds. Therefore, the need for an analysis of the factors affecting the profitability 
Islamic Banks. In this study, the factors to be studied are financing murabaha, Non Performing Finance (NPF), and 
Financing to Deposit Ratio (FDR). 

Based on data that obtained from the financial statements of each Islamic Banks, ROA at each Islamic Banks 
almost always decreased during the years 2012-2014. The decrease in the ROA and the increase of murabaha 
financing every year in almost all Islamic Banks during the years 2012-2014, NPF tend to fluctuate over the years 
2012-2014, and FDR tend to fluctuate over the years 2012-2014. 

The purpose of this research is to determine the financing murabaha, NPF, FDR, and ROA Sharia padaBank 
the period 2012-2014, to determine the effect of murabaha financing, the ratio of Non Performing Finance (NPF), 
and Finance to Deposit Ratio (FDR) effect on profitability Islamic Banks in Indonesia simultaneously in the period 
2012-2014, to determine the effect on profitability of murabaha financing partially in Indonesia Islamic Banks in 
the period 2012-2014, to determine the effect of the NPF profitabiltias Indonesia Islamic Banks in the period 2012-
2014, and to determine the effect on the profitability FDR Islamic Banks di partial in Indonesia 2012-2014. 

 
2. Literature Review 
2.1. Profitability 
 According to Kasmir (2012: 196) profitabilty ratio is the ratio to assess the company's ability to make a profit. 
This ratio also provides a measure of the effectiveness of management of a company. One is profitability ratios 
Return on Assets (ROA). According to Kasmir (2012: 201) ROA is a ratio showing results (return) on the amount 
of assets used in the company. In addition, ROA provides a better measure for the profitability of the company 
because it shows the effectiveness of management in using assets to generate revenue. Meythi (2005: 259) argue 
that the use of ROA due to Bank Indonesia as manager and supervisor of banking assets are more concerned with 
funds from the public. Besides, ROA is the most objective measurement method that is based on accounting data 
provided and the amount of ROA may reflect the results of a series of corporate policies, especially banking. 
According to Annex 14 of Bank Indonesia Circular Letter No. 13/30 / DPNP 2011. ROA can be expressed 
mathematically by the following formula. 

 
 
2.2 Murabaha Financing 

Murabaha financing or bai 'al-murabaha by Antonio (2011: 101) is selling goods at the original price with the 
added advantage that is agreed upon. In bai 'al-murabaha, the seller must notify the product price that he bought 
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and determining a level of profit as enhancements. According to Mahardika (2015: 147) murabaha instrument is 
also called the cost plus margin, a financing instrument. The use of this instrument requires that the Islamic banks 
to inform customers of the asset price and margin imposed. 
 
2.3 Non Performing Financing (NPF) 

According to Rivai, et al. (2013: 618) NPF is not smooth financing or financing in which the debtor does not 
meet the requirements of the agreement, for example, the requirement regarding the principal loan repayment, an 
increase in margin deposits, increased collateral, and so forth. According to Mahardika (2015: 179), there are two 
kind of NPF, that is NPF Net and NPF Gross. NPF Net, is the ratio between the total financing problems of 
financing and considering the allowance for uncollectible. Meanwhile, Gross NPF is the ratio between the total 
financing problems of financing regardless of allowance for uncollectible. Allowance for uncollectible is a 
provision has been formed to anticipate their financing problems. Therefore, NPF Gross shows a comparison of 
financing problems regardless of allowance for uncollectible estimates made by the bank. The formula used to 
calculate the non-performing loan (NPL) Gross Gross or NPF under Annex 14 of Bank Indonesia Circular Letter 
No. 13/30 / DPNP 2011 are as follows. 

 
 
 
2.4 Financing to Deposit Ratio (FDR) 

According to Mahardika (2015: 180) FDR is the ratio between the amount of funds disbursed in the lending 
sector with funds collected on the funding side. This ratio measures the level of distribution of funds in the lending 
sector by using funds raised on the funding side. FDR is calculated based on Annex 14 of Bank Indonesia Circular 
Letter No. 13/30 / DPNP years 2011yang mathematically be written by the following formula. 

 
 

2.5 Rational Framework 
2.5.1 The Effect of Murabaha Financing on Profitability Islamic Bank in Indonesia 
 According to Antonio (2011: 101) bai 'al-murabaha is selling goods at the original price with the added 
advantage that is agreed upon. In bai 'al-murabaha, the seller must notify the product price that he bought and 
determining a level of profit as enhancements. Islamic Banks acting as the seller, while the buyer acts as a client. 
Terssebut agreed additional advantage is the return to the Islamic Banks of murabaha financing which has 
disalurkannya. This is an additional benefit that is expected to increase profits Islamic Banks, so that will 
contribute to improving the profitability Islamic Banks. 
 
2.5.2 The Effect Non Performing Finance on Profitability Islamic Bank in Indonesia 
 According to Rivai, et al. (2013: 618) Non Performing Finance (NPF) is a non-current financing or financing 
in which the debtor does not meet the requirements of the agreement, for example, the requirement regarding the 
principal loan repayment, an increase in margin deposits, increased collateral, and so forth. According to 
Mahardika (2015: 179) the higher the NPF indicates the high level of financing problems and also indicates the 
poor quality of the process of channeling Islamic bank financing. Therefore Kasmir (2012: 76) said that the higher 
this ratio the more bad quality credit bank is causing the number of non performing loans grew, and therefore the 
bank should bear the losses in its operations that affect the decline in earnings (profitability) obtained by banks.
 
2.5.3 The Effect Financing to Deposit Ratio on Profitabilitas Islamic Bank in Indonesia 
 According to Mahardika (2015: 180), FDR (Financing to Deposit Ratio) is the ratio between the amount of 
funds disbursed in the lending sector with funds collected on the funding side. This ratio measures the level of 
distribution of funds in the lending sector by using funds raised on the funding side. According to Mulyono (1995: 
101) in Wardiah (2013: 298) FDR high ratio indicates that a bank lends all his funds (loan-ups). Thus, the 
distribution of funds that had enabled Islamic Banks in order to obtain higher profitability derived from profits 
from the distribution of funds.  
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Based on the things that has researchers pointed out earlier, it can be described as follows research 
framework. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Keterangan: 

  Simultaneously effect 
  Partial effect 

Fig. 1. Rational Framework 
 

2.6 The Research Hyphothesis 
Based on the theory and framework described previously, the research hypothesis can be formulated as 

follows: 
H1   =  Murabahah Financing, Non Performing Finance dan Financing to Deposit Ratio simultaneously have 

significant effect on the profitability of Islamic Bank Indonesia in 2012-2014. 
H2   = Murabaha Financing partialy have significant effect on the profitability of Islamic Bank Indonesia in 

2012-2014. 
H3    = Non Performing Finance partialy have significant effect on the profitability of Islamic Bank Indonesia in 

2012-2014. 
H4    = Financing to Deposit Ratio partialy have significant effect on the profitability of Islamic Bank Indonesia 

in 2012-2014. 
 
3. Research Methodology 

The population in this study is 11 Islamic Banks which is registered in Bank Indonesia in 2012-2014. The 
sampling technique used in this study are non probability sampling using purposive sampling. Criteria for selection 
of samples in this study are : (1) Islamic Banks registered in Bank Indonesia 2012-2014; (2) The Islamic Banks 
that issued audited financial statements for the period 2012-2014, in order to obtain 9 Islamic Banks with a 3-year 
study period. Based on these results, this study used a sample of 27 units. 

Data analysis techniques used in this research is descriptive statistical analysis and panel data regression 
analysis with methods common effect. The equation of panel data regression model in this study are:  
 

 
 

 
Explanation: 
i = firm         = murabahah financing 
t = time        = non performing finance 

  = intercept coefficient      = financing to deposit ratio 
 = slope coefficient      = disturbances 

Y = profitability 
 
 

Yit = β0 + β1X1it + β2X2it + β3X3it + eit 

Profitabilitas (Y) 

Murabaha Financing (X1) 

Non Performing Finance (X2) 

Financing to Deposit Ratio (X3) 
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4. Result 
Based on the testing that was done, the panel data regression methods suitable for use in this research is a 

method common effect. Here is presented the results of the test methods common effect. 
 
 
 
 

Table 1 The Result of Common Effect Model 
Dependent Variable: ROA   
Method: Panel Least Squares   
Date: 05/22/16   Time: 15:21   
Sample: 2012 2014   
Periods included: 3   
Cross-sections included: 9   
Total panel (balanced) observations: 27  

Variable Coefficient Std. Error t-Statistic Prob.   

C -0.064762 0.050534 -1.281549 0.2128 
LNMRBH 0.002133 0.001719 1.240514 0.2273 

NPF -0.282156 0.115996 -2.432467 0.0232 
FDR 0.024953 0.006241 3.998231 0.0006 

R-squared 0.465036     Mean dependent var 0.013978 
Adjusted R-squared 0.395258     S.D. dependent var 0.010407 
S.E. of regression 0.008093     Akaike info criterion -6.659584 
Sum squared resid 0.001507     Schwarz criterion -6.467608 
Log likelihood 93.90439     Hannan-Quinn criter. -6.602500 
F-statistic 6.664523     Durbin-Watson stat 1.140055 
Prob(F-statistic) 0.002113    

Source: Output Eviews 8 

Table 2 can be formulated based on panel data regression model which explains the influence of murabaha 
financing, Non Performing Finance and Financing to Deposit Ratio in Commercial Bank Syariah 2012-2014, 
nam
ely: 

 
 
 
4.1 F Test 

In this study the F test was used to test the simultaneously effect of variable financing murabaha, Non 
Performing Financing, and Financing to Deposit Ratio on profitability Islamic Banks that projected by Return on 
Assets with a probability value that is used 0.05. According to the table 2 can be seen the value of Prob (F-
Statistics) generated amounted to 0.002113 <0.05. Based on these results we can conclude that  rejected and Ha 
accepted, which means financing murabaha, Non Performing Financing, and Financing to Deposit Ratio 
simultaneously have significant effect on profitability Islamic Banks. 

 
4.2 T Test 

In this research, the partial test of the effect of each variable murabaha financing, Non Performing Financing, 
and Financing to Deposit Ratio as the independent variable on profitability that projected by Return on Assets 
(ROA) as dependent variable. Based on the test results in Table 2 it can be concluded as follows: 
1. Probability value (T-statistic) murabaha financing (LNMRBH) is equal to 0.2273. Probability value (T-

Statistics) shows that Probability (T-statistic)> 0.05 and the value T calculated at 1.240514 to the T table of 
2.06866 obtained from T Table using a significance limit of 0,050 and df = 23 ( df = nk = 27-4 = 23, where n 

ROA = -0,064762 + 0,002133 LNMRBH – 0,282156 NPF + 0,024953 FDR + e 
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is the number of observations or samples forming regression and k is the number of independent and 
dependent variables). It shows that the value of T calculated < T table, then in accordance with criteria decision-
making can be concluded that Ho received and explain murabaha financing partially have no significant 
effect on profitability. 

2. Probability value (T-statistic) Non Performing Finance (NPF) amounted to 0.0232. Probability value (T-
Statistics) shows that Probability (T-statistic) <0.05 and value T calculated at 2.432467 to the T table of 
2.06866 obtained from T Table using a significance limit of 0,050 and df = 23. It shows that the value of T 
calculated > T table, then in accordance with criteria decision-making can be concluded that Ho rejected and 
explain Non Performing Finance partially have significant effect on profitability. 

3. Probability value (T-statistic) Financing to Deposit Ratio (FDR) was 0.006. Probability value (T-Statistics) 
shows that Probability (T-statistic) <0.05 and value T calculated at 3.998231 to the T table of 2.06866 
obtained from T Table using a significance limit of 0,050 and df = 23. It shows that the value of T calculated> T 
table, then in accordance with krietria decision-making can be concluded that Ho rejected and explain 
Financing to Deposit Ratio partially have significant effect on profitability. 
 

4.3 Coefficient of Determination (R2) 
The coefficient of determination describes the proportion of dependent variable explained by the independent 

variables together. According to the table 4.8 obtained adjusted R-Squared value of 0.395258 or 39.53%. The 
value indicates that the independent variables can explain the dependent variable of 39.53%, while the remaining 
60.47% is explained by other factors. According Ghozali (2011: 97), coefficient determination means approaching 
one independent variable provide almost all the information needed to predict the variation of the dependent 
variable. 
 
5. Conclusion 

Based on panel data regression analysis, showed that simultaneous financing murabaha, Non Performing 
Finance and Financing to Deposit Ratio significant effect on profitability. Partially, murabaha financing does not 
have a significant effect on profitability, Non Performing Finance significant negative effect on profitabiilitas and 
Financing to Deposit Ratio significant positive effect on profitability. 
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1. Introduction 

The continued development of internet technology, the Internet became a media make the most economical 
and popular for running a business, which is more known by the term e-commerce.  

Blanja.com is joint venture cooperation between Ebay and PT.XYZ with the aim of building a digital 
ecosystem in Indonesia. Digital ecosystem involves three aspects, Device, Network, and Application, or known 
as DNA. Blanja.com presence in the realm of e-commerce industry in addition to rake in revenue and also to 
educate the market of e-commerce to the community. The type of business e-commerce conducted by Blanja.com 
Marketplace site is commonly known by the Customer to Customer (C2C), which is a business model where the 
customer can sell the goods on the website and its market share also is the individual customer. In C2C business , 
all online transactions facilitated by Blanja.com, such as listing items, purchases, payments, and customer 
service. With the rapid development of Internet users in Indonesia and the potential of e-commerce businesses are 
expected to continue to grow, encouraging the emergence of competitors who go into business marketplace. 
Starting from Small Medium Enterprice scale business, then developed into a large business with the support of 
investors from within and outside the country. These are the marketplace websites that currently has to exist and 
develop in Indonesia : Bukalapak, Tokopedia, Elevenia dan Qoo10 

Based on the indicators of the number of visitors, time of access, the number of pages accessed, and the 
degree of bounce rate, blanja.com is in the lowest position compared to a competitor's website. While the 
customer review of Blanja.com is "Very Low". Some of the reviews are known to the user's problem is related to 
the website quality(34.15%), value (17.07%), information quallity(9.76%) and  loyalty (24.39%) 

2. Problem Statement 

From the exposure of the background of the problem, then the problem formulation of this study are as 
follows:  

 With the blossoming of e-commerce business in Indonesia, PT.XYZ and Ebay agreed to build e-
commerce business with a vision to become the number one e-commerce in Indonesia. However, based 
on existing indicators, Blanja.com website has a low traffic levels, fewer long access time, number of 
pages accessed and the bounce rate is slightly higher than the 4 marketplace website (C2C) other 
competitors. 

 Based on the review given the customer related to the quality of services provided by Blanja.com note 
that a review of services provided has a rating that is the lowest when compared to competitor websites 
with 1.4 rating scale of 5 

 Based on the literature review and related research, as far as the author's knowledge there has been no 
study conducted to measure the impact of website quality on the quality of information, and the impact 
on the value and loyalty intentions, on Blanja.com.  

3. Research Framework 

3.1. Consumer Behaviour 

Consumer Behaviour is the study of how individuals, groups, and organizations select, buy, use, and dispose 
of goods, services, ideas, or experiences to satisfy their needs and wants, Kotler & Keller (2012), Factors that 
influence consumer behavior, according to Kotler (2012) are: Cultural factors, Social factors,  Personal factors  

3.2. Customer Perceived Value 

Customer perceived value is the difference between the perspective customer’s evaluation of all benefits and 
all the costs of an offering and the perceived alternatives” Kotler (2012:60). Based on such understanding, it can 
be concluded that the consumer perceived value is an assessment of consumers conducted by comparing the 
benefits / advantages that will be accepted by the sacrifices incurred to acquire a product / service. However, the 
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consumer perceived value can also mean business consumers compare products / services of a particular 
company with a rival company in terms of benefits, quality, price. 

3.3. Customer Loyalty 

According Gommans et al in Puspitasari et al (2013) e-loyalty based on the value proposition, brand building, 
trust and security, website and technology, and customer service. In the context of e-commerce, e-satisfaction and 
confidence impact on e-loyalty. Therefore it can be concluded that a loyal customer is a customer who has the 
confidence to online shop and buy repeatedly and committed to the products offered though it was faced with 
several options competitors' products. In addition, loyal customers will refer the product to the surrounding 
environment.  

Griffin in Puspitasari et al (2013) divides the loyalty into four (4) types, namely: 
 Without loyalty, customers do not develop loyalty to a particular product or service 
 Weak loyalty, low attachment combined with a high repeat purchases generate loyalty weak (intertia 

loyalty). 
 Hidden loyalty, relatively high level of preference combined with a low level of repeat purchases show 

loyalty hidden (latent loyalty). 
 Premium Loyalty, is the most loyalty can be improved, occurs when there is a high level of attachment 

and repeat purchase rate is also high. 

3.4. E-Commerce 

E-commerce according Laudon & Laudon (2014), is “a process of buying and selling electronic products by 
consumers and from company to company with a computer as an intermediary for business transactions”. 

Meanwhile, according to Kalakota and Whinston (1997) E-commerce can be reviewed in the following four 
perspectives: 

 Communication Perspective, e-commerce is the delivery of goods, services, information, or payments 
over computer networks or via other electronic equipment. 

 Business process perspective, e-commerce is the application of technology to the automation of business 
transactions and workflow. 

 Service perspective, e-commerce is a tool that meets the needs of companies, consumers, and 
management to cut service costs (service cost) while improving the quality of goods and improve the 
speed of service delivery. 

 Online perspective, e-commerce provides the ability to buy and sell goods and information through the 
Internet and other online means. 

Laudon (2014) divided into three types of e-commerce, namely: 

 Business to Consumer (B2C), involving products sales and services at retail to individual buyers. 
 Business to Business (B2B), involving products sales and services between companies. 
 Consumer to Consumer (C2C), involving consumers who sell directly to customers. 

 Lukman, E (2014) devided the type of e-commerce business in Indonesia into: 
       
     Table 1.E-commerce Type 

No E-commerce type Example 
1 Classified ads Kaskus, OLX, Jualo 
2 Marketplace / Customer to 

Customer (C2C) 
Tokopedia, Bukalapak, 
Elevenia, Qoo10, Blanja 

3 Shopping Mall Blibli, MatahariMall 
4 Business to Customer (B2C) Bhinneka, Lazada, Berrybenka, 

Bilna, Zalora, Mapemall 
5 Social Media Online Shop  
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3.5. Website Quality 

In the e-commerce business, the main interface on the online retail is website. So the performance of the 
website such as the quality of the website and customer perceived quality of information is a very important thing 
to attract people and, more importantly, retain them as loyal customers. Website quality may significantly impact 
e-commerce success (Li, Daugherty, and Biocca 2001) as it signals users with messages about the firm's financial 
performance (Watkins and Smith 2008). Siegel (2007) suggests that in order to be successful, websites should 
provide extensive information in a digestible format and well-designed navigation and ease of operation are 
essential for an effective website.  

Rayport and Jaworski in Kotler and Keller (2009: 249-250) said that an effective website design elements 
featuring seven called 7C, namely: 

 Context ; layout design 
 Content ;teks, picture, voice, and video in website.  
 Community; communication among users.  
 Customization; the ability of website to deliver information to the various users or allow users to 

personalize the site.  
 Communication; how the site allows communication with the user; users with the site; or two-way 

communication. 
 Connection; the degree of relationship the site with other sites. 
 Commerce, the ability of the site to allow for commercial transactions. 

Kim and Niehm (2009: 222) divided website quality in to five dimensions include: 
 Information, including the quality of content, usefulness, completeness, accuracy and relevance 
 Security , including trust, privacy and security 
 Easy of use (Ease), includes easy to operate, easy to understand, and speed 
 Enjoyment (Leisure), including visual appeal, emotional appeal, creative and attractive design 
 Service Quality (Quality of service), covering the completeness online, and customer service. 

3.6. WebqualTM 

Some emerging research methods to examine the effect of website quality on the success of e-commerce 
websites. One of the methods used include WebqualTM method, developed by Loiacono et al (2002). 
WebqualTM is the development of the Theory of Reasoned Action (TRA) and the Technology Acceptance 
Model (TAM). 

In the Theory of Reasoned Action (TRA), which are widely used in marketing research and information 
systems, stating that individuals evaluate the consequences of certain behaviors and create the intention to 
perform actions that are consistent with their evaluation (Loiacono et al, 2002). 

While the Technology Acceptance Model (TAM) was first introduced by Fred D. Davis (1986), an adaptation 
of Technology of Reason Action (TRA) developed from the Theory of Reasoned Action or TRA. TAM main 
objective is to provide a basic search the influence of external factors on beliefs, attitudes, and goals of users. 
(Adiwibowo et al, 2009). Davis implement the TRA for class behavior can be defined as "the use of computer 
technology," and produced the Technology Acceptance Model (TAM), one of the methods most widely cited in 
Research MIS (Venkantesh, 2000, in Loiacono et al, 2002). 

3.7. Framework of Thinking 

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

3.7.1. Relationship between Website Quality and Information Quality 
E-retailers reap advantages from websites to give their customers direct access to product information and to 
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sell products. Therefore, information is a fundamental part of websites and information quality is considered 
amarketing tool to guarantee the smooth execution of transactions in online shopping (Xu dan Koronios  at Kim 
dan Niehm (2009) 

Quality is an attribute of a product/service, which indicates how well it meets consumers' needs (Nagel dan 
Cilliers 1990 dalam Kim dan Niehm, 2009). Perceived quality reflects the judgment and evaluation that 
consumers make about product/service quality based on their needs and, therefore, is similar to attitude 
(Zeithaml, 1988 at Kim dan Niehm, 2009). Researchers have suggested that fundamental information quality 
dimensions include accuracy (Baullou and Pazer 1982; Liu and Arnett 2000; Miller 1996), relevancy (Liu and 
Arnett 2000; Miller 1996; Salaün and Flores 2001), accuracy, completeness, security, format (Liu and Arnett 
2000; Miller 1996), accessibility (Miller 1996; Salaün and Flores 2001), timeliness (Salaün and Flores 2001), 
consistency (Baullou and Pazer 1982), coherence, comparability (Miller 1996), and understandability (Salaün and 
Flores 2001). 
Hypothesis : Website quality is positifely related to information quality 
 
3.7.2. Relationship between Information Quality and Value 

Perceived value includes a “get” component (i.e., the benefits buyers acquire fromseller's offering, such as 
products or services) and a “give” component (i.e., the costs the buyers pay for acquiring the offering, including 
monetary and non monetary costs) (Parasuraman dan Grewal 2000; Zeithaml 1988) dalam Kim dan Niehm 
(2009). 

Parasuraman dan Grewal (2000) at Kim dan Niehm (2009) proposed four types of perceived value, based on 
previous literature,:  

 Acquisition value implies the benefits of getting by acquiring a product or service 
 Transaction value refers to the pleasure from a good deal 
 in-use value means utility experienced from the actual use of the product  
 Redemption value involves other benefits at the moment of the transaction (for products) or termination 

(for services).  
While online shopping is capable of having great impact on all of these value components (Grewal et al. 

2003), the current study focuses specifically on transaction value (i.e., monetary value), considering that the 
ability to conduct price comparisons is regarded as the most significant advantage among Internet users (Wallace 
1995).Value components may be directly or indirectly evaluated or experienced through information provided by 
the websites (Grewal et al ,2003 at Kim and Niehm, 2009). 
Hypothesis : Information Quality is positively related to  Value 
 
3.7.3. Relationship between Information Quality and  Loyalty Intentions 

In online shopping, e-loyalty or website brand loyalty refers to consumers' cognitive, affective, and behavioral 
reactions and favorable attitudes toward the site and its brands that results in repeat buying and patronage 
behaviors (Holland and Baker 2001; Srinivasan, Anderson, and Ponnavolu 2002). Cognitive loyalty refers to 
loyalty toward a brand, depending on information about the particular brand. Affective loyalty implies customers' 
liking or positive attitudes toward a brand. Behavioral intention refers to commitment to purchase (Oliver 1999). 
Customer loyalty is one of the most important drivers of success in e-retailing (Reichheld and Schefter 2000) and 
has been found to directly influence sales.  

Hypothesis : Information Quality is positively related to Loyalty Intentions 

3.7.4. Relationship between Value and Loyalty Intentions 
Perceived value is a major determinant of post-purchase consumer behaviors, such as loyalty intention, revisit 

intention, word-of-mouth (Dodds, Monroe, and Grewal 1991; Parasuraman and Grewal 2000; Tam 2004; Yang 
and Peterson 2004), and repurchase intentions (Dodds, Monroe, and Grewal 1991;Patterson and Spreng 1997). In 
addition, loyal consumers tend to seek alternative retailers less often (Dodds, Monroe, and Grewal 1991). When 
perceived value is lower, consumers are more likely to switch to competing retailers in order to enhance 
perceived value, therefore decreasing loyalty. 

Hypothesis : Value is positively related to Loyalty Intentions 
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Entertainment EN01 0,938 0,885 0,885 
EN02 0,944 
EN03 0,944 
EN04 0,948 
EN05 0,947 
EN06 0,922 

Trust TR01 0,935 0,897 0,897 
TR02 0,955 
TR03 0,951 

Information 
Quality 

IQ01 0,919 0,869 0,869 
IQ02 0,936 
IQ03 0,941 
IQ04 0,940 
IQ05 0,948 
IQ06 0,947 
IQ07 0,884 
IQ08 0,944 

Value VA01 0,949 0,899 0,899 
VA02 0,948 
VA03 0,947 

Loyalty 
Intentions 

LI01 0,943 0,872 0,872 
LI02 0,935 
LI03 0,921 
LI04 0,946 
LI05 0,924 

 
Convergent Validity of Test Results outer loading values obtained all indicators that were presented in the 

statement item has a value> 0.70. While the value of Average Variance Extracted (AVE) all variables> 0.50 and 
communality values> 0.5 so that it can be concluded that all the indicators and variables meet the test of 
convergent validity. And based on the value of cross loading, the largest being the constructs formed. It can be 
concluded that the indicators meet the discriminant validity study. 

4.2. 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 3. Construct Reliability 

Variabel 
Cronbach's 

Alpha 
Composite 
Reliability 

Interactivity 0,924 0,952 
Online Completeness 0,884 0,928 
Easy of Use 0,962 0,969 
Entertainment 0,974 0,979 
Trust 0,942 0,963 
Information Quality 0,978 0,982 
Value 0,944 0,964 
Loyalty Intentions 0,963 0,971 

Based on the reliability test results, it can be seen the value of Cronbach's Alpha and Composite Reliability all 
variables> 0.70, so it can be concluded that all indicators constructs are reliable or meet the reliability test. 
 

 
 
 

105



 

4.3. Hypothesis Result Test 

    
        Table 4. Hypothesis Test 

 
Path 

Coefficient 
T-value 

Interactivity -> Information Quality 0.084611 2.101399* 

Onl Completeness -> Information Quality 0.085751 2.034661* 

Entertainment -> Information Quality 0.406422 6.992291 

Easy of Use -> Information Quality 0.167234 3.036661 

Trust -> Information Quality 0.245215 5.245322 

Information Quality -> Value 0.849702 42.563733 

Information Quality -> Loyalty Intentions 0.474305 8.523900 

Value -> Loyalty Intentions 0.480168 8.899858 

 
While the results of arithmetic R-Square to find out is as follows : 
    Table 5. R-Square 

Variabel Dependen R-Square 
Information Quality 0,8626 
Value 0,7220 
Loyalty Intentions 0,8426 

5. Conclutions and Suggestions 
5.1. Conclutions 

 Based on descriptive analysis, note that the user blanja.com give judgment "high" to the overall variable 
Interactivity (72.8%), Online Completeness (70.3%), Easy of Use (75.3%), Entertainment (73.9 %), 
Trust (77.4%), Information Quality (73.8%), Value (76.1%), and Loyalty Intentions (73.8%), that’s 
indicates good customer perception of the overall variables that exist in this research. 

 Based on the hypothesis testing all variables significantly influence the quality of website information 
quality with the path coefficient values as follows: Entertainment has the most impact with the value 
(0.406), followed by the Trust (0.245), Easy of Use (0.167), Online Completeness (0.086), and 
Interactivity (0,085) 

 Information Quality has significant effect on Value with the path coefficient of 0.850 

 Information Quality has significantly effect on Loyalty Intentions with path coefficient value 0.474 

 Value has has significantly effect on Loyalty Intentions path coefficient value  0,480 

 The model that used in this study has a value of R-Square Information Quality of 0,8625, Value (0.722) 
and Loyalty Intentions (0.8426), thus concluded this model can be used to predict the effect of website 
quality on the quality of information and its impact on the value and loyalty intentions. Where the 
variable quality of the website (Interactivity, Online Completeness, Easy of Use, Entertainment, and 
Trust) affects 86.2% of variable Information Quality, Information Quality variable variable affects 
72.2% Value, Information Quality and Value variables affect amounted to 84,26% Loyalty to variable 
Intentions 

5.2. Suggestions 

 Based on the descriptive analysis and statistical tests that have been conducted, five variable quality 
website, proved influential on Information Quality, Information Quality variables affect the Value and 
Loyalty Intentions, as well as the effect on the Value Loyalty Intentions. Meanwhile the lowest descriptive 
value of website website is online completeness, as well as to the results of t-test were used to determine 
the level of significant, the results are the lowest compared to other variables. 
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This result shows that the needs and interests of users can not be met by Blanja.com. It is suggested that 
blanja.com to sell more kinds of goods or services in accordance with the needs and desires of visitors. 

 This study was previously conducted and variables that are used do not differ from the study. To be more 
benefit from this research, it is recommended to add important variables such as the reputation of the 
company, website service, which are likely to affect the level of loyalty intentions of the users of e-
commerce website 
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Abstract  
The paper discusses the emergence of User Generated Content (UGC) sites, UGC sites value chain and YouTube as a UGC 
medium for movie watching experience. This paper goes on by tabulating relationships between content, social, process and 
technology gratification; and continuance intention of using YouTube to watch movies. Based on various reviews of literature, 
this study later hypothesized; and proposed a new tentative framework for those in the quest of predicting relationships between 
those antecedents (gratifications) and consequences (continuance intention). 
 
Keywords : Gratification, Continuance Intention, YouTube 

 
1. Introduction, Problem Statement and Literature Reviews 

 
    Previous studies of the User Generated Content (UGC) sites value chain have demonstrated a clear trend toward 
many categories of gratifications involved in the usage of UGC online platform.  This is because UGC sites users 
always look forward to take control of the creation and utilization of UGC (Stoeckl, Rohrmeier, & Hess, 2007; 
Hargittai and Walejko, 2008). For instance, some past researches celebrated two major categories of media 
gratifications, which were content gratifications and process gratifications (Cutler and Danowski, 1980; Stafford 
and Stafford, 1996). Later, many researchers (Lefkow, 2010; Pavlik, and McIntosh, 2011; Song and Zinkhan, 
2008; Bauerlein, 2010; and Jansen, Zhang, Sobel, and Chowdury, 2009) begun studying user’s involvement with 
UGC sites such as Facebook and Twitter. UGC sites begun to gain acceptance and popularity by permitting users 
to distribute text, audio, video, and images they have created posted on content sharing sites (e.g. YouTube, 
Slashdot). In the US, YouTube ranked first with 42.9 percent of people continuously visiting, storing and sharing 
videos (BFI Satistical Yearbook 2013, p.8) and has the collection of at least 200 million videos, making the 
Internet the world’s largest vault for moving-image material (Diane Garrett, 2008).  Results of a study displayed 
significant relationship between UGC sites usage and continuance intention. This means that high quality content 
of a UGC sites tends to draw elevated user participation. This has rendered a particular website to be more well-
liked (Ghosh and McAfee, 2011). Shao (2009) found that the respondents pursued information, entertainment, and 
mode management gratifications from the consumption of UGC usages. All being said, not all UGC sites usage 
leads to gratifications. Dholakia and Rego (1998) tried to explain the categories and type of marketing information 
on business homepages. Their study results showed that a substantial number of commercial websites are little and 
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inadequate in scope. Many corporations used the web in the late 1990s for more old-fashioned marketing 
objectives. The information content of webpages did not seem to draw visitors to the websites. As time goes by, it 
was found that the content of a website must be upgraded due to need of users. Tench, Bowd, & Jones (2007) 
matched samples of companies' homepages collected in 1996 and 1997 with homepages of the similar sites 
gathered in 2006. The study found that the design of commercial homepages was more consistent in 2006 than 
from 1996 to 1997, and it also found that there was augmented standardization in the 2006 commercial websites in 
the categories of: homepage dimension, principal navigation placement, primary steering style, search engine, 
presence and location. 
 
    These changes were able to gratify its consumers and have led to the operation of digital content. Since UGC 
sites is a type of digital content, studies have also discovered mutual association to technology gratifications (Kim 
et al., 2009). As such, numerous researchers in communication technology have tried to not only investigate the 
level of interactivity that new media encompass but also has insert the Users and Gratification Theory (UGT) 
elements in the measurements, descriptions, and features of interactive communication within the realm of new 
media (e.g., Downes and McMillan, 2000: Goertz, 1995; McMillan and Hwang, 2002; Rafaeli, 1988; Rafaeli and 
Sudweeks, 1997; Schultz, 1999, Zack,1993). This trend was sorted later by Stafford, Stafford, & Schkade (2004) 
stating that most Internet research using UGT studied few components linked to consumer drive for using certain 
Internet platforms: process gratifications, and content gratifications. However, according to Valcke and Lenaerts 
(2010), social gratification also stems from the use of UGC online platform. Social gratifications may be intensely 
strong in studies of m-commerce and mobile device usage, since the main purpose of business in m-commerce is to 
broaden the social collaboration between entities and corporations (Mylonopoulos and Doukidis, 2003). Thus, 
social gratification ascends from “interactivity” with other revelries through media. The interactivity is the idea 
that users can swap with each other in the media (Williams, Watts, MacLeod, & Mathews, 1988). Boyd and 
Ellison (2008) specified that UGC sites offer a chance for users to articulate and make obvious with their social 
connections. At the same time, experts and researchers warn of UGC’s sites unmatched ability to sidetrack or 
isolate users with playful pursuits, cut wellbeing, lead to obsession, and compromise users’ capabilities to focus, 
absorb, or practice social ties (Carr, 2010; Greenfield, 2009; Kraut, Patterson,  Lundmark, Kiesler, Mukophadhyay,  
& Scherlis, 1998; Ophir, Nass, & Wagner, 2009; Pariser, 2011; Small and Vorgan, 2009; Young, 1998). However, 
equivalent with gratifications obtained from the use of UGC, numerous studies have logged various continuance 
intentions from the use of UGC. According to the Information System (IS) continuance model (Bhattacherjee, 
2001), technology gratifications has a significant relationship to users’ continuance intention of UGC usage 
(Cheung et al., 2009; Lin, Wu, & Tsai 2005). Meanwhile, Liu, Cheung, & Lee (2010) found that content 
gratifications and technology gratification are the two key categories of gratifications that has significant 
relationship to continuance intention to use the UGC sites.  
 
    According to Heinonen (2011), Facebook established a mounting segment in the social media area.  The motives 
why users keep returning to Facebook platform are mainly for communication, social connection and 
entertainment gratifications. Zhao and Rosson (2009) stated that motivations of UGC sites continuance usage 
include the stress-free process of using the UGC online platform. Previous studies of uses and gratifications on 
machine-mediated communication kits include such devices as email (Dimmick et al., 2000), the internet (Flanagin 
and Metzger, 2001; Papacharissi and Rubin, 2000; Parker and Plank, 2000), Short Message Service (SMS, 
‘texting’; Leung, 2007) and ICQ (‘I Seek You’; Jun, and Lee, 2007) demonstrated the prominence of examining 
civic engagement in relation to behaviors of gratification and continuance intention from the use of user-generated 
Internet content. Building on the existing literature, it can be concluded that there is a lot of opportunity for 
scholars to undertake research, which contributes drastically to the growth of research in the area of curating online 
contents. However, there have yet any study that studied the relationships between gratification and continuance 
intention to use YouTube, specifically for movie watching experience. With all that has been discussed, this study 
hypothesized and proposed a tentative framework as below: 
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H1:  User’s continuance intention to use YouTube to watch movies are associated with their content  
gratification. 

H2:  User’s continuance intention to use YouTube to watch movies are associated with their social 
gratification. 

H3:  User’s continuance intention to use YouTube to watch movies are associated with their process 
gratification. 

H4:  User’s continuance intention to use YouTube to watch movies are associated with their 
technology gratification. 

 
2. Conceptual Framework 

 
Figure 1. A conceptual model of content, social, process and technology gratification with continuance intention to 
use YouTube for movie watching experience. 
(Source: Literature review) 
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ABSTRACT 
 

The growth of Internet users in Indonesia has increased rapidly in 2015. It became one of the good market for 
manufacturers to offer their products through the internet, especially through e-commerce. But when compared with countries in 
Asia Pacific, Indonesia still ranks second to bottom of the use of e-commerce. Research shows that online spending through e-
commerce in Indonesia is dominated by tour and travel services, and Traveloka managed to be ranked first in e-commerce and 
travel tour. Therefore this study chooses Traveloka to become the object to see the factors that effect the consumer acceptance 
toward the service. The model used as a base of this study is Theory of Acceptance and Use of The Technology 2 (UTAUT 2) 
model. The  valid data was obtained from 430 respondents . The descriptive and causal quantitative approaches were used to 
analyse the data. The results of this study show that variables of Performance Expectancy, Facilitating Condition, Hedonic 
Motivation and Habit have a significant positive effect on Behavioral Intention.  
 
Keywords: Online Travel Agent, UTAUT2, Behavioral Intention, Technology Acceptance, Traveloka 

 
 
1. Introduction 

In the current era of globalization, Internet becomes one of the things that can not be separated from public life in 
Indonesia. Data obtained through the Indonesian Internet Service Provider Association (APJII) states that there are 139 
million Internet users in Indonesia until March 2015. The score increased by 14% within 1 year, and it can be seen that 
Internet users in Indonesia already exceeded half of the total population of 250 million people. 

Internet successfully dispel geographical boundaries that inhibit the interaction among citizens. It is aware that the 
internet is increasingly important to support the success of a company. According to Kotler and Keller (2012: 197), 
"purchase through online business offers several advantages such as cutting transaction costs for either buyers or suppliers, 
reducing the time between order and delivery, incorporating a purchasing system, and building a direct relationship between 
the partners and buyers". 

In practice of online shopping in Indonesia, there are some medias that can be used. Marketeers (2015) explains that 
in making an online purchase, e-commerce websites became the most widely used by the people of Indonesia in 2015 if 
compared to social media such as messenger groups and branded online store. From these data, it is clear that the potential 
for business profit through e-commerce is huge.With the growth of Internet and technological sophistication, of course, it 
also triggers e-commerce competition which is getting  more intense. E-commerce business which is one of the strategic 
media in doing online shopping is showing a positive trend. This is proven by data reported by marketeers.com which 
showed that in 2014, the number of sales through online stores in Indonesia reached 2.6 billion US dollars. 

Positive developments in e-commerce sales in Indonesia have not made Indonesia become countries with good e-
commerce. From the data reported by Wearesocial.sg, a social media research institute based in Singapore, it is confirmed 
that there are only 16% of the Indonesian people that do online shopping up to March, 2015. Year after year, e-commerce in 
Indonesia is progressing, so the number of producers use it as a sales media (Rizky and Retno, 2015: 1). The survey results 
of Nielsen Global Survey of E-Commerce, Q1 2014, stated that the desire to do online shopping in Indonesia in 2014 is 
mostfor the ticket reservations and reservations of tour or hotel. 

When viewed from the e-commerce travel in Indonesia, Traveloka is one of e-commerce in the field of travel. 
ComScore, a company that provides data and analysis of market from United States, states that Traveloka ranks first for 
search services and booking of airplane tickets, out of the official website of each airline. 

From this phenomenon, there are several factors which become the reasons for someone to use the services of a 
technological system. According to Venkatesh et al. (2012) who has conducted research about consumer usage behavior, 
there are indicators of Performance Expentancy, Effort Expectancy, Social Influence, Facillitating Condition, Hedonic 
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Motivation,  Price value and Habit that can explain how a person's behavior towards acceptance of a technology services is. 
The seven indicators are described in a research model of Vankatesh et al. (2012) and known as the Unified Theory of 
Acceptance and Use of Technology 2 (UTAUT 2). These factors need to be known in order that Traveloka can improve 
service quality and attract more consumer interest in using the services, and it can be input for e-commerce doer in 
Indonesia to be able to make progress towards a better step. 

 
2. Problem Statements and Research Objectives 

 
Based on the background, the problem of  this study are: 
 Traveloka has been able to provide services that benefit consumers, but the rate of customers who uses this service is 

still relatively low when compared with countries in Asia. 
 Factors that are considered by consumers in using e-commerce in Indonesia are not well understood yet. It is better to 

know the factors to create better services for the future. From the literature review results, these study has not found an 
article published on trend analysis of consumer behavior towards online travel agent in Indonesia. 

 
This study aims to identify the factors that influence consumer intentions in using technology of online travel agent 

(Traveloka) in Indonesia by using the model of Unified Theory of Acceptance and Use of Technology 2 (UTAUT 2). 
 

3. Literature Review 
Model UTAUT has identified the critical factors used to predict Behavioral Intention to use technology. UTAUT is 

formed of several factors on eight previous theories. The eight theories are Theory of Reasoned Action (TRA), Theory of 
Planned Behaviour (TPB), Technology Acceptance Model (TAM), Motivational Model (MM), Combined TAM-TPB (C-
TAM-TPB), Model of Personal Computer Utilization (MPCU), Innovation Diffusion Theory (IDT), and Social Cognitive 
Theory (SCT). However, in 2012, Venkatesh et al. began developing the UTAUT models. There are three types of 
development of integration models of UTAUT. The increasingly rapid technology development becomes one of the reasons 
of the need for a new development model UTAUT. UTAUT model which was originally developed to explain the 
acceptance and use of technology will be developed for other contexts such as consumer technologies where many 
industries develop applications and services of technologies, that target consumers. The results of the model development of 
UTAUT is called model of UTAUT 2 (Venkatesh et al. 2012). 

 
4. Research Model 

This research will modify the model by eliminating variables of the Price Value because each product in an online 
travel agent definitely has various prices and services. The study also restricts the research up to Behavioral Intention in 
accordance with several previous studies that also examine how consumer acceptance of a technology services is, namely 
Gaffar, Kemuel et al. , 2013 and Indrawati, 2014. The research time used in this study is cross-sectional so that the 
experience moderator variable was not involved in the research model. Therefore, this study as a whole uses seven 
constructs and two moderator variables, as shown in Figure 1. 

 
Figure 1 Research Model 
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5. Research Methodology 
This research uses descriptive and causal method with quantitative approach. Data analysis techniques in this study 

using the technique of SEM (Structural Equation Modeling) with the tools of Partial Least Squares (PLS) namely SmartPLS 
2.0. To choose respondents, this study uses a non-probability sampling technique namely, purposive sampling. The valid 
data were collected from 430 respondents. 

 
6. Discussion 
6.1 Descriptive Analysis Result 

The characteristics of respondents in this study are viewed from four aspects that are gender, age, employment 
status, and income. If viewed from the gender, women are by 61% and men by 39%. From age category, the respondents 
less than 24 years oldare at 88% and over 24 years of 12%. From the status of jobs, the respondents are dominated by 
students. 

 
6.2 Partial Least Square (PLS) Result 

In testing using PLS, two test models were conducted, which are test of measurement model (outer model) and 
structural models (inner model). For the outer model test, the test was done on the validity and reliability to the indicators 
used in the study. All of the indicators of research have factor loading values > 0.05, so it can be said to have met 
convergent validity. When viewed from the reliability, the entire construct of research has composite reability value > 0.07 
and Cronbach's alpha values > 0.06, so we can say that the whole construct in this study had good reliability. 

Furthermore, the model inner test was conducted by observing the value of R2 on endogenous latent constructs and t-
value for each exogenous construct to the endogenous construct of bootstrapping results. Figure 2 is the results of inner 
model test in this study: 

 

 
 

Figure 2.The Result of Inner Model Test 
 

The hypothesis test in this study requires two values to be considered, namely path coefficient obtained from the 
PLS Algorithm and t-value obtained from the bootstrapping. This study revealed that  path coefficient and t-value of the 
constucts in the research model are shown in Table 1 . 
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Tabel 1 Path Coefficient andT-valueof Research Construct 
 

Construct 
Connection 

Path 
Coeffiecient  

T-statistic 

H                   BI 0,5238 10,5268*** 
PE                 BI  0,1193 2,2724** 
EE                 BI 0,1106 2,2382** 
HM                BI 0,1026 2,2724** 
FC                 BI 0,0819 1,6829* 
SI                   BI -0,0076 0,2288 

 

* 0,1 significant level; ** 0,05 significant level; *** 0,01 significant level  

 
As it can be seen from Table 1, all independent variables have significant possitive influnece to Behavioural 

Intention, except SI which has no significant effect to Behavioral Intention. The independent variables which have positive 
significant influence to Behavioral Intention from the highest to the lowest respectively are Habit, Performance Expectancy, 
Effort Expectancy, Hedonic Motivation, and Facilitating Condition.   

The magnitude of the overall effect of exogenous latent constructs to the endogenous latent constructsor the R square 
of the research model is 0.65, as it is shown Table 2. 

 
Tabel 2 Value of R-square 

 
 

 
This study also uses two moderating variables namely, Age and Gender, to see if the influence of independent to 

dependent variable will vary depends on age and gender. To test the effect of moderating variables, this study used group 
comparison approach. In term of age as moderating variables this study devided the respondents into two groups, namely 
respondents with less than 24 years old and over 24 years old. The result of PLS algorithm can be seen at Table 5.  

 
Tabel 5 Bootstrapping Result by Involving Gender Variabel  

 
Construct 

Connection 
T-value of 

Male 
T-value of 

Female T Value Explanation 

PE                 BI 0,4357 1,0482 -1,3794 Insignificant 
EE                 BI 2,3825 0,0692 1,4616 Insignificant 
FC                 BI 1,258 9,8312 1,0602 Insignificant 
HM                BI 1,3212 1,5086 -0,0457 Insignificant 
H                    BI 4,2005 2,8538 -1,2482 Insignificant 

 
Using the same process with Age as moderating variable, to test Gender as moderating variable, this study also devided 

the respondents into two groups,  men and women group. Table 6 shows the result of PLS algorithm.  
 

Tabel 6 Bootstrapping Result by Involving Age Variabel 
 

Construct 
Connection 

T-value  
< 24 years old 

T-value  
< 24 years old T Value Explanation 

PE                 BI 2,2183 1,4908 1,5076 Insignificant 
EE                 BI 0,8118 2,2222 -0,8332 Insignificant 
FC                 BI 10,712 1,3474 -1,4034 Insignificant 
HM                BI 2,173 1,7995 -0,9045 Insignificant 
H                    BI 2,643 1,0505 1,2756 Insignificant 

 

Endogenous Latent Constructs Value of R-square 
BI 0.65 
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Based on Table 5 and Table 6, it is known that t-value of each variable correlation is not greater than the level of 
significance determined or required. Therefore it can be concluded that Age and Gender do not moderate influence among the 
constructs tested. 

 
7. Conclusions and Suggestions 

 
7.1 Conclusions 

Based on the results of research and analysis conducted, the conclusion that can answer the formulation of the problem 
in this study was obtained: 
 Descriptively this study explains that consumers’ assessment to Performance Expectancy, Social Influence, Facilitating 

Conditions, Hedonic Motivation and Habit regarding technology of online travel agent Traveloka is at a good level while 
on Effort Expectancy variables, consumers’ ratings are in the very good category. 

 Based on the model of UTAUT 2, the factors that influence the behavior of consumer acceptance to the technology of 
online travel agent Traveloka in Indonesia are Performance Expectancy, Effort Expectancy, Facilitating Conditions, 
Hedonic Motivation, and Habit. Those five factors also influence Behavioral Intention significantly. The magnitude of the 
effect of these factors on Behavioral Intention is 65% which means that the model of this study has a good predicted 
power toward behavioural intention of customers of Traveloka. But,  this study also revealed that moderating variables of 
Age and Gender did not influence the effect between independents and dependent variables in the proposed model. 

 
7.2 Suggestions 

 Suggestions for the Company 
 In the development process, the factor which becomes the main priority should behabit. It can be stated that in order to 

make Traveloka become an online reservation technology that continues to be used by consumers, it is important for the 
company to make an online reservation using Traveloka become a habit. Therefore Traveloka should do some research on the 
behavior patterns of consumers in the online reservation so that Traveloka can provide services that fit consumer needs. Hence, 
consumers will feel the need to use the service of Traveloka repeatedly and get used to it. Other factors such as Performance 
Expectancy, Social Influence, Facilitating Conditions, and Hedonic Motivation should also be consideration factors of 
Traveloka in the development process. 

 
 Suggestions for The Next Research 

In the model of UTAUT 2, there are variables which are not included in this study, namely Use Behavior as dependent 
variable, and  Experience as moderating variable.  To be able to produce the more representative research results. The next 
research can view the habits of consumers in making online reservations and see the impact of experience factor will have an 
impact in using this service as for example per three months. In this case, it is assumed that every period, consumers get new 
experience in using the Traveloka services. 
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Abstract: The growth of Internet users in Indonesia has increased quite rapidly in recent yeras. In the middle of 
booming mobile broadband internet expansion, PT Telkom, a state owned enterprise in ICT business based on 
fixed broadband industry launchs a new service product, with the brand name IndiHome. IndiHome is a high 
speed fiber internet services in the form of triple play services, that consists of internet, cable television and 
fixed telephone. This strategy aim to capture an opportunity to acquire  millions of household customer. Their 
marketinf force is mainly using direct marketing, one of which is Telemarketing program. Therefore IndiHome 
becomes the object of this research. This study uses descriptive and causal quantitative approach through model 
of the Media Channel Attributes, involving variable channel attributes, information importance and perceived 
effectiveness of Telemarketing program. The data were collected through questionnaire distribution to 400 
IndiHome prospect customers and processed with data analysis technique, Multiple Linear Regression using 
SPSS 20 software to assist the analysis.  This research found that channel attributes and information 
importance have significant positive effect on Telemarketing program effectivity 
 
Key words: channel attributes, information importance, Telemarketing, fiber to the home, media channel attributes 
 
 

1. Introduction 
 

The number of internet user in Indonesia has grown very rapidly in recent years. With more than a hundred 
million users of internet in Indonesia, only less than 10 % are fidex broadband internet user (Pavex, 2014). That is 
the reason why  PT Telkom, a state owned enterprise in ICT business based on fixed broadband industry launchs a 
new service product, with the brand name IndiHome. IndiHome is a high speed fiber internet services in the form 
of triple play services, that consists of internet, cable television and fixed telephone. This strategy aim to capture an 
opportunity to acquire  millions of household customer. 

In the midst of mobile internet expansion, the fixed broadband internet services need to be more creative and 
competitive. After almost one year since its inception, IndiHome market penetration rate was at 5 %, compare to 
their 13 % target  (Indotelko, 2015). 
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Looking from business perspective, the opportunity for fixed broadband internet to grow in Indonesia is still 
open. Indonesia has 60 millions household customer potential to become IndiHome prospects. Fiber To The Home 
(FTTH) is the success factor of fixed broadband technology in the next five to ten years. Experts say it might be 
more competitive than its rival 4G technology from mobile broadband  (Indotelko, 2015). 

This research coverage area is focused in Bandung City, West Java, Indonesia. Bandung is considered as 
”Attack Area” based on IndiHome marketing tactical guidance. It is an area where IndiHome market share is low 
because the presence of competitors. That’s why right now Bandung is the main focus of marketing effort of 
IndiHome  (Pemasaran IndiHome, 2015). 

PT Telkom is facing a serious problem in which from their 83,903 target of new customer, they only meet 
31,428 or only 37,5%  (Data IndiHome, 2015). In Bandung, the marketing effort is using direct marketing 
program, that is door to door marketing and telemarketing program. Compare to door to dooor marketing, 
telemarketing program has a very poor performance despite both programs use the same amount of resources.  

 
 

1.1 Problem statement 
 
IndiHome products are still in the market penetration state and the choice of service its offered is relatively 

new for the market, thus it’s very important to deliver a clear information to its customer. 
Telemarketing is one of the main marketing tools used for attract prospect customer of IndiHome. That’s why 

it needs to be understand, the factor that make the Telemarketing program performance is not as expected. To 
make this program can meet it’s expected target. 

 
1.2 Research Question 

 
After thorough study of literature and to solve the problem statement, thi study found the necessity to answer 

the research quetion, as follows: 
 How much is the influence of channel attributes toward telemarketing program effectivity of 

IndiHome ? 
 How much is the influence of information importance toward telemarketing program effectivity 

of IndiHome ? 
 How much are the influence of channel attributes and information importance toward 

telemarketing program effectivity of IndiHome ? 
 
 

2. Theoretical Aspect 
 

2.1 Marketing 
 

Marketing is a process where the company creates a value for customer and builds a strong relations with 
customer, for the purpose to capture customer value  (Kotler, 2009). As for direct marketing is a direct relation 
with individual customer that have been carefully targeted to acquire an immediate response and to build more 
intimate relationship with customer  (Kotler, 2009).  

Telemarketing is one form of direct marketing program that operationally is using telephone as its media to 
reach customer. Telemarketing is used to attract prospect customer, to sell to customer and to provide services with 
taking order or answering question through telephone  (Kotler, 2009). 
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2.2 Framework 

 
 
 
 
 
 
 
 

 
 
 
 
 
 

Fig. 1 Framework 
 
In the theory of  “Media Channel  Attributes”   (Danaher and Rossiter, 2011), there are three variables, 

Channel  Attributes, Information Importance and lastly perceived effectiveness. Channel is a media or method in 
marketing effort and marketing communication program consist of yaitu advertising, personal selling, sales 
promotion, public relation and direct marketing. One form of direct marketing is Telemarketing. 

The theory of “Media Channel  Attributes”  is chosen as the main theoritical aspect of this research 
considering its relevancy toward this study and it’s expected the items of questionnaire provided on this theory can 
exactly measure the dimensions and variables that suitable with this study. The number of others paper from 
credible publication that used this theory as reference also one of the main consideration in choosing this theory. 

Every marketing communication channel has different attributes or characteristics. In Telemarketing there are 
12 attributes based on this model: 

1. Rejectable, how marketing communication process through Telemarketing can be easily rejected by 
customer. 

2. Enjoyable, how marketing communication process through Telemarketing can make customer feel 
enjoyement. 

3. Trustworthy, how marketing communication process through Telemarketing can be trusted, this attributes 
is one of the most important trait of Telemarketing program, following several cases of fraud disguised as 
Telemarketing  (voice phising). 

4. Informative, how the information from Telemarketing program can provide a sufficient amount of 
information for cutomer. 

5. Convenient, how marketing communication process through Telemarketing can give convenience feeling 
for its customer.  

6. Acceptable, how marketing communication process through Telemarketing can be considered as 
acceptable by customer.  

7. Reliable, how the information from Telemarketing program can be a valid resource or reference for a 
customer, when they need information regarding the offer. 

 8. Appropriate, how marketing communication process through Telemarketing have been conducted 
appropriately according to the standard.  

9. Objectionable, is about the desirability of the customer to provide personal information that have been 
asked by the telemarketer for marketing effort purposes.  

10. Time-consuming, how marketing communication process through Telemarketing can be considered as 
time-consuming by customer.  

11. Difficult to ignore, how marketing communication process through Telemarketing can be difficult to 
ignore by customer, in which they can’t instantly reject the offers provided thorugh Telemarketing program 
instantly without consider it first.  

Channel  
Attributes 
(Danaher & 
Rossiter, 2011) 

Information 
Importance 
(Danaher & 

Rossiter, 2011) 

Perceived 
Effectiveness 
(Danaher & 

Rossiter, 2011) 
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12. Disruptive, how marketing communication process through Telemarketing can disturb the activity of the 
customer. 

On this research channel  attributes is an independent varibale  (Danaher and Rossiter, 2011).  
Information Importance is information or message in marketing communication process that send to customer 

and they can consider the importance of the information for them  (Danaher and Rossiter, 2011). This factor can be 
a succes key of Telemarketing program to attract customer buying intention, if the information is considered as 
interesting or important for customer. On this research information importance is an independent varibale  
(Danaher and Rossiter, 2011). 

The last variable on this research is perceived effectiveness or final result from communication process 
through Telemarketing program. The effectivity of this Telemarketing program is not only measured by how well 
this program can attract buying intention of its customer, but also on how the customer will react to Telemarketing 
program from now on  (Danaher and Rossiter, 2011). On this research perceived effectiveness of Telemarketing 
program is a dependent varibale that affected by independent variables. 

The item of questionnare is developed and modified so to make the respondent can easily answer each 
question, considered that this items are translated from English to Bahasa Indonesia, several item can not be 
translated literally in accordance to the term of local language used in this study. To ensure that all modification 
and adaptation are valid, this study used expert judgement both in linguistic aspect with the assistant of language 
expert and praticality aspect with the assistant of business expert and academician with business expertise. 

 
 

3. Hypothesis 
 

Based on the literature review, the hypothesis  that being used in this research are as follow: 
H1: Channel attributes have significant positive influence on perceived effectiveness of Telemarketing program 
H2: Information importance has significant positive influence on perceived effectiveness of Telemarketing 

program 
H3: Channel attributes and information importance  have significant positive influence on perceived effectiveness 

of Telemarketing program. 
 
 
 
 
 
 
4. Research Methodology 
  
The data were collected through questionnaire distribution to 400 IndiHome prospect customers through filling 
online form with Google Documents platform.  The data then processed with data analysis technique, Multiple 
Linear Regression using SPSS 20 software to assist the analysis. Multiple Linear Regression is used in this 
research to understand the linier correlation between two or more independent variables with one dependent 
varibale, and to predict the value of dpendent variable based on independent varibale. 
 
 
5. Analysis 
 
5.1 Descriptive Analysis 

 
The summary of the respondents characteristics are as follow; majority of respondents is female, with the 

occupation as employee, age between 20 to 25 years old, and have diploma or bachelor degree. 
Based on the finding of this research on the influence of channel attributes and information importance  

toward perceived effectiveness of Telemarketing program, the average score of independent variable “channel 
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attributes” is fall under “good” category, with 70,57% respondents agree to the statement. In which the item that 
get the highest score is “informative” dimension, the respondents feel that IndiHome Telemarketing program offer 
sufficient amount of infomation needed, meanwhile the item that get the lowest score is “objectionable” 
dimension, the respondents still feel reluctant to give their personal information when asked in Telemarketing 
program. 

And the average score of independent variable “information importance” is fall under “good” category, with 
71,03% respondents agree to the statement. In which the item that get the highest score is “relevance” dimension, 
the respondents feel that information provided in IndiHome Telemarketing program is relevant with their need, 
meanwhile the item that get the lowest score is “interest” dimension, the respondents somehow feel that  
information provided in IndiHome Telemarketing program is not enough to attract their interest. 

 Both independent variables, channel attributes and information importance, is fall under “good” category, 
with 70,8% respondents agree to the statement. Overall “objectionable” dimension in which the respondent feel 
reluctant to give their personal information get the lowest score. 

Meanwhile the dependents variable, perceived effectiveness of Telemarketing program, fall under “neutral” 
category. The respondents think that the telemarketing effectiveness is so so, neither good nor bad. 

 
5.2 Multiple Linier Regression Analysis 

 
Multiple linier regression is used to know how big the influence of channel attributes and information 

importance  on perceived effectiveness of Telemarketing program. 
From the data analysis result using software SPSS 20 the regression equation is obtained as follow:  
 

Y = -0,265 + 0,593X  + 0,396X   
 
1.  Constant = -0,265 
Constant value  -0,265 means that if independent varibales X1 and X2 have 0 value then the dependent variable 
(Y) value is  -0,265. 
2.  Channel Attributes  (X ) = 0,593 
That means that if independent variable channel attributes  (X ) increase in its value then the value of dependent 
variable (Y) also increasing as much as 0,593 or 59,3%. 
3.  Information Importance (X ) = 0,396 
That means that if independent variable information importance  (X ) increase in its value then the value of 
dependent variable (Y) also increasing as much as 0,396 or 39,6%. 
5.3 Determinant Coefficient 
 

Determinant coefficient analysis (R²) is used  to find the percentage of influence contribution of independent 
variables simultaneously toward dependent variable. From the data anlysis result using software SPSS 20  the 
value of R2 is obtained as 49,6% . 

 
 

6. Conclusions and Suggestions 
 
6.1 Conclution 

 
From the data analysis result, this research can be concluded as follows: 
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1.  Channel attributes have significant positive influence on perceived effectiveness of Telemarketing program 
(59,3%).  
2. Information importance has significant positive influence on perceived effectiveness of Telemarketing program 
(39,6%). 
3.  Channel attributes and information importance  have significant positive influence on perceived effectiveness of 
Telemarketing program (49,6%). 

 

6.2 Suggestions 

Since the channel attributes has higher influence on perceived effectiveness of Telemarketing program and 
the items of channel attribute which is considered the worst is objectionaable dimension this study suggest Telkom 
to: 
 Make it obligatory to all its Telemarketer to provide a basic information about Telemarketer identity such as 

their name and their operating office or division (Rowson, 2007) in order to make the customer can trust 
and can be less reluctant to give out their personal information when asked 

 Enhance the quality of its Telemarketing program positive attributes and at the same time eliminating or fix 
the negative attributes of their Telemarketing program. 

 Making the information provided in Telemarketing program more interesting and relevant to their customer 
by matching the product offered to the customer relevant to their need based on customer database (billing, 
product preference record, etc.) 
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Abstract  

Twitter with 320 million active users worldwide, seen as an opportunity for criminals with intent to harm, due to the lack of 
users’ information security awareness. In Indonesia there was a fraud case committed by a college student using a fake Twitter 
account. The aim of this research is to gain a deeper insight into the level of security awareness among Twitter users in 
Indonesia based on their group of demographics and knows the relationship between them. The respondent of this research 
belonged to different gender, age, educational backgrounds, employment, income and hours spent on smartphone and PC. Data 
was collected and then analysed based on the category of the questions related to basic awareness, technical awareness, 
advocacy and responsiveness towards the usage of Twitter. It can be concluded that male Twitter users, aged between 29-39 
years old, worked as civil servant/private employee, completed postgraduate courses, generated monthly income of above 8 
million rupiah and spent time on smartphone and PC for 11-20 hours has the highest level of security awareness. However, 
Twitter users have to pays more attention in technical setting used in managing their account. 
 

Keyword: Security Awareness, Media Social, Twitter, Demographics. 

1. Introduction 

Social media has become a need among society to interact, share information and communicate with each other 
ubiquitously. As of 2015, Indonesia is a second country with the most active social media users in the world 
(Global Web Index, 2015). The number of Twitter users in Indonesia is approximately 50 million users. Thus, the 
big number of Twitter users is seen as an opportunity for criminals with intent to harm, due to the lack of users’ 
information security awareness. It was revealed that there are 5 common Twitter scams, such as money-based 
scheme, bot spam, pay-for-follower ploys, false DMs and worms (Tripwire, 2016). Below are some of the cases of 
misuse on Twitter: 

 
Table 1: Table of Cases Involves Twitter 

No. Time Event  Source 
1. 2009/2/12 US congressman in row over use of Twitter during 

Baghdad trip 
Johnson (2009) 

2. 2013/4/23 AP hack proves Twitter has a serious cybersecurity 
problem 

Pepitone (2013) 

3. 2013/10/16 Charity scam via Twitter Amrullah (2013) 
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4. 2015/10/07 British man accused of sending stock prices tumbling 
in £1million fraud using fake Twitter accounts set up at 
his home in a tiny Scottish village. 

Spillett (2015) 

 
One factor that is assumed to be the cause of the low level of awareness among social media users is their 

negligence in adhering to policy and rules in using social media. Most of social media users does not read the 
privacy policy and believed that the benefit they gained outdo risks they exposed to (Al-Daraiseh, et.al 2014:130). 
The aim of this research is to gain a deeper insight into the level of security awareness among Twitter users in 
Indonesia based on their group of demographics and knows the relationship between them. 

 
2. Literature Review 

 
A. Information Security  

Information security is how to prevent fraud (cheating) or, at least, detecting fraud in an information-based 
system, where information itself has no physical meaning (Simons in Rahardjo, 2005). 

B. Security Awareness 
Security Awareness (SA) is the control designed to minimize the breach of information security, whether 
from negligence or actions that have been planned (Whitman & Mattord, 2011:595). It is consisted of four 
categories, which are basic awareness (basic knowledge about user activity on the site), technical 
awareness (user’s setting to manage his personal account), advocacy (the effort to educate people), and 
responsiveness (respond to incident) (Dhull, et.al, 2014:30). 

C. Demographic Segmentation 
Segmentation is one of the process in planning marketing strategy. Demographic segmentation is 
categorizing the market into groups based on variables such as age, gender, family size, family life cycle, 
income, occupation, education, religion, race (Kotler and Armstrong, 2008:46). 

 
3. Methodology  

 
This research uses quantitative descriptive method of collecting data through online questionnaires with 400 

respondents who have Twitter accounts. The data were collected and processed using statistical analysis. 
Descriptive cross tabulation method was used for data analysis and SPSS v20.0. These questions were taken from 
the Journal of Dhull et al. (2014). Respondents came from various genders, age, educational background, 
employment, income and hours spent on smartphone and PC. The researchers analyzed security awareness with the 
following questions: 

 
Table 2: Survey Questions for Security Awareness 
Variables Question 
Basic_1 Aware of pretenders and are very vigilant (in adding them as your friend). 
Basic_3 Share or post your personal information such as your phone numbers, 

home/work address in your profile. 
Basic_4 Do you think before posting your photos (to avoid it from being exploited).  
Technical_1 Use privacy setting of the social media site. 
Technical_2 Know what to do when your social media account attacked. 
Technical_3 Install monitoring software to monitor online activities. 
Technical_4 Enable privacy setting to restrict who can post and access information on your 

children websites   
Advocacy_1 Educate them on what information should be kept private and not shared. 
Advocacy_2 Tell them to inform you if someone asks or talks about sensitive issues that 

makes them uncomfortable. 
Advocacy_3 Tell them that information posted online cannot be taken back. 
Responsiveness_1 Respond to harassing or threatening comments posted on your profile 
Responsiveness_3 Report to Twitter when your account is being misused by unauthorized party. 
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Source: Dhull, et.al (2014) 
 
The same research was also conducted by Sari, et.al. (2016) about the awareness of Facebook users which also 

focused on the awareness of demographic groups of age, gender, educational background and income. Thus, the 
researchers would like to use the same question and add several questions that are suitable in Twitter application 
features, such as connect with other social network, enable geotagging and use hashtage in tweet, in the current 
research. But after undergoing validation test, there were 7 invalid items, which were Basic_2, basic_5, basic_6 and 
Responsiveness_2, Fitur_1, fitur_2 and Fitur_3. So in this research, the researcher just used 12 questions. 

 
4. Data Processing and Discussion 

 
4.1 Users’Awareness Based on Gender 

From table 3, it is shown that the average men (68,77%)  has a higher level of security awareness than 
women (64,72%), because men have a behavior that is more analytical and logical in making decision to 
purchase or consume the product (in this case Twitter) in order to reduce the risks that occur due to lack of 
information security awareness (Mitchell et.al, 2004:331). 

 
Table 3: Result of Crosstab Based on Gender 

 Men (%) Women (%) 

Yes No Yes No 

Average of Basic 76,6 23,4 79,8 20,1 

Average of Technical 58,55 41,45 52,8 47,2 

Average of Advocacy 69,13 30,86 61,1 29,15 

Average of Responsiveness 70,8 29,2 65,2 34,8 

Total Average 68,77 31,22 64,72 32,81 
Source: Processed Data of SPSS v20.0 

 
4.2 Users’ Awareness Based on Age 

 
The table 4 below illustrates that the average of users aged from 29-39 years old have a high level of 

security awareness which is 84.9%. While indicator with the highest average score is responsiveness in users 
who aged above 39 years old, 100%.  

 
Tabel 4: Result of Crosstab Based on Age 
 < 18 y.o (%) 18-28 y.o (%) 29-39 y.o (%) > 39 y.o (%) 

Yes No Yes No Yes No Yes No 

Average of 
Basic 

53 47 82,9 17,1 88,3 12 50 50 

Average of 
Technical 

29,5 70,5 54,17 45,82 76,65 23,35 50 50 

Average of 
Advocacy 

39,3 60,66 62,9 37,1 88,3 11,6 50 50 

Average of 52,55 47,45 43,5 34,7 86,7 13,3 100 0 
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Responsiveness 

Total Average 43,5 56,4 60,8 33,68 84,9 15,06 62,5 37.5 

Source: Processed data of SPSS v20.0 
 

According to the result obtained, it appears that users whom have the highest level of securiy awareness are 
those who aged 29-29 years old. And users in this age category are belong to the Generation X, which is a 
generation that believe that information and technology are the essential part of a goods or service, and in their 
opinion, technology can change the world and the ability to operate technology is very much appreciated 
(Williams et.al, 2011:24). 
 
4.3 Users’ Awareness Based on Educational Background 

 
Table 5 below displays that Twitter users with postgraduate degree has a higher level of awareness than the 

others because it has a total score of 91.71%, and indicator with the highest number is in advocacy, 97.4%. 
 
Table 5: Result of Crosstab Based on Educational Background 
 Middle/Senior 

High School 
(%) 

Associate (%) Bachelor 
(%) 

Postgraduate 
(%) 

Doctorate 
(%) 

Yes No Yes No Yes No Yes No Yes No 

Average of 
Basic 

57,7 42,2 71,7 28,2 90,6 9,3 91,2 8,8 75 25 

Average of 
Technical 

36,05 63,95 52,7 47,3 61,9 38,1 83,5 16,4 56,25 43,75 

Average of 
Advocacy 

41,7 58,3 57,9 42 73,5 26,4 97,4 2,6 58,3 41,6 

Average of 
Responsiveness 

50,4 49,6 70,65 29,35 71,5 28,5 94,75 5,25 87,5 12,5 

Total Average 46,46 53,51 63,23 36,71 74,3 25,5 91,71 8,26 69,26 30,71 

Source: Processed Data of SPSS v20.0 
 
Based on acquired result, users with postgraduate degree have a higher level of information security 

awareness, because users who have a higher education are more aware of the information security in carefully 
adding friends and educate people regarding information security (Dhull, et.al, 2014:30). 
 
4.4 Users’ Awareness Based on Employment 

 
Table 6 illustrates that the Twitter users who work as civil servants/private employee has the highest 

awareness level of 81.6%, with basic as an indicator with the highest number, that is 89.1%. 
 
Table 6: Result of Crosstab based on Employment 
 Entrepreneur 

(%) 
Student (%) University 

Student 
(%) 

Housewive 
(%) 

Civil 
Servant/Private 
Employee (%) 

130



Yes No Yes No Yes No Yes No Yes No 

Average of 
Basic 

67,8 32,1 32,5 67,4 90,4 9,6 65,8 34,2 89,1 10,8 

Average of 
Technical 

56,3 43,6 31,55 68,45 46,4 53,6 47,2 52,7 72,6 27,4 

Average of 
Advocacy 

71,5 28,5 42,8 57,1 51,7 46,2 57,7 42,3 82,2 17,7 

Average of 
Responsiveness 

69,1 30,9 54,75 45,25 58,7 41,3 55,45 44,55 82,6 17,6 

Total Average 66,17 33,75 40,4 59,55 61,8 37,6 56,5 43,43 81,6 18,3 

Source: Processed Data of SPSS v20.0 
 
Based on attained result, Twitter users who employed as civic servant / private employee has the highest 

level of awareness, than other employment categories because those who worked have a deep knowledge of the 
practice and awareness of information security, because they had undergo training in information security 
issues and threats, so they are cautious in using social media, especially in sharing information (Talib et.al, 
2010:1). 

 
4.5 Users’ Awareness Based on Income 

 
The table 7 below shows that the Twitter users who have a monthly income of more than 8 million rupiah, 

has the highest awareness level of 89.4%, with responsiveness as the indicator with the highest number, which 
is 94.65%. 

 
Table 7: Result of Crosstab based on Income 
 < Rp.3.000.000 (%) Rp.3.000.000 – 

Rp.8.000.000 (%) 
> Rp.8.000.000 (%) 

Yes No Yes No Yes No 

Average of 
Basic 

72,8 27,2 84,2 15,8 91,6 8,3 

Average of 
Technical 

41,37 58,6 70,02 29,9 78,6 21,4 

Average of 
Advocacy 

47,3 52,6 82,9 17,1 92,8 7,1 

Average of 
Responsiveness 

53,9 46,1 81,4 18,6 94,65 5,55 

Total Average 53,8 46,1 79,63 20,35 89,4 10,5 

Source: Processed Data of SPSS v20.0 
 
According to the obtained result, Twitter users with the monthly income of above 8 million rupiah has the 

highest level of awareness, because people with higher incomes have an abudance resource that can be involved 
for their self-orientation (Setiadi, 2003: 44). The self-image is something that is important to them, not because 
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of status but as an extension of tastes, freedom and their characters. Therefore, users with higher incomes have 
a higher security awareness, because their image would be affected if they are less aware of the information 
security. 
 
 
4.6 Users’ Awareness Based on Hours Spent Accessing Twitter on Smartphone or Tab 

 
The table 8 below illustrates that users who spend time accessed Twitter on a smartphone for 11-20 hours 

have a higher awareness level of 68.1% although for basic indicators, users with access time of 21-30 hours has 
the highest number, that is 86.6%.  

 
Table 8: Result of Crosstab based on Hours Spent Accessing Twitter on Smartphone or Tab 

 1-10 Hours (%) 11-20 Hours (%) 21-30 Hours (%) > 30 Hours (%) 

Yes No Yes No Yes No Yes No 

Average of 
Basic 

76,4 23,5 86,4 13,6 86,6 13,3 82,4 17,5 

Average of 
Technical 

59,2 41,9 48,15 51,85 48,75 51,25 38,15 61,85 

Average of 
Advocacy 

65,6 34,4 70,4 29,6 46,6 53,3 45,6 54,4 

Average of 
Responsiveness 

68,85 31,15 67,6 64,8 60 40 52,65 47,35 

Total Average 64,5 32,7 68,1 39,9 60,4 39,4 54,7 45,2 

Source: Processed Data of SPSS v20.0 
 
Based on the acquired result, Twitter users with access time for 11-20 hours per week have a level of 

security awareness that is higher than the others,because smartphone users in Indonesia has a high level of 
security awareness (Sari, et.al, 2014:493). 

 
4.7 Users’Awareness Based on Hours Spent Accessing Twitter on Laptop or PC 

 
The table 9 below display that Twitter users with the access time of 11-20 hours have a higher awareness 

level of 73.6% compared to the others. Although for responsiveness indicator, Twitter users with access time 
more than 30 hours have a higher level of awareness than the others, with average value of its indicator 75%. 

 
Table 9: Result of Crosstab based on Hours Spent Accessing Twitter on Laptop or PC 
 1-10 Hours (%) 11-20 Hours (%) 21-30 Hours (%) > 30 Hours (%) 

Yes No Yes No Yes No Yes No 

Average of 
Basic 

78,4 21,6 83,3 16,6 72,2 27,7 58,3 41,6 

Average of 
Technical 

54,9 45,02 61,2 38,7 45,85 55,4 25 75 

Average of 63,4 36,5 78,9 21,03 55,5 44,4 16,6 83,3 
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Advocacy 

Average of 
Responsiveness 

67 33 71,05 28,95 66,65 33,35 75 25 

Total Average 65,9 34,03 73,6 26,32 60,02 40,21 43,72 56,22 

Source: Processed Data of SPSS v20.0 
 
Based on the obtained results, Twitter users with access time for 11-20 hours per week have a higher level 

of security awareness than the other. While users with access time more than 30 hours had the lowest level of 
security awareness. 
 
4.8 Relationships Between Awareness and Demography 

 
Table 10: Result of Chi-square Test between Awareness and Demography 
Item Gender Age Educational 

Background 
Employment Income Hours Spent 

on 
Smartphone 

or Tab 

Hours 
Spent 

on 
Laptop 
or PC 

Basic_1 × √ √ √ √ × × 
Basic_3 × √ √ √ √ × × 
Basic_4 × √ √ √ √ √ × 

Technical_1 × √ √ √ √ √ × 

Technical_2 √ √ √ √ √ × × 

Technical_3 × √ √ √ √ × × 
Technical_4 × √ √ √ √ √ × 

Advocacy_1 × √ √ √ √ √ √ 

Advocacy_2 × √ √ √ √ × √ 

Advocacy_3 √ √ √ √ √ √ √ 

Responsiveness_1 √ √ √ √ √ √ × 

Responsiveness_3 × √ √ √ √ × × 

Source: Processed Data of SPSS v20.0 
 
Based on table 10, there are relationship between security awareness and gender, thus security awareness 

related with men and women in terms of account attacked, reminding people and responding to threats. It 
happens because men and women have a different set of behavior and attitude (Kotler & Keller, 2012). And for 
age category, all of item in security awareness are related with age because people of all ages have needs in 
their life to be fulfilled. Therefore, their taste in consuming things associated with age (Kotler & Keller, 2012). 

Based on educational background, all of item in security awareness have a relationship with educational 
background, because education is not only can increase income, but also affecting attitude and behavior in daily 
activities (Tarigan, 2006). And as for employment category, all of item in security awareness is related with 
employment, because employment can affect consumer’s pattern of consumption (Kotler & Keller, 2012). 
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Based on income, all of item in security awareness have a relationship with income, because people with higher 
incomes have an abundance of resource that can be involved in their self-orientation (Setiadi, 2003:44).  

While for hours spent on smartphone or tab category, there are relationship between security awareness and 
hours spent on smartphone or tab, which is in terms of status posting, privacy setting, restrict information 
access, reminding people and respond to threat, because smartphone users in Indonesia has a high level of 
security awareness (Sari, et.al, 2014:493). And as for hours spent on laptop or PC category, there are 
relationships between security awareness and hours spent on laptop or PC, in advocacy such as educate people, 
report of misuse from people and remind people because people who spent more time on computer has a higher 
level of security awareness than those who do not (Abolarinwa, et.al, 2015:260). 

 
5. Conclusion 

Based on our research, security awareness’ indicators overall score ranked from the highest to the lowest are 
advocacy, basic awareness, responsiveness and technical awareness. In terms of gender-based category, men 
respondent are more aware of information security awareness than women users. And regarding educational 
background category, respondents with postgraduate degree have a higher level of information security awareness 
than other educational background categories. Meanwhile, for employment category, respondent who worked as 
civil servant/private employee has a high level of security awareness. And as to income category, respondent with a 
monthly income of above 8 milion rupiah has a high level of security awareness.  

With regard to hours spent on smartphone or tab category, respondent who spent 11-20 hours on smartphone or 
tab has a high level of security awareness. As for hours spent on laptop or PC category, respondent who spent 11-
20 hours on laptop or PC has a high level of security awareness. Whereas both categories has the same result in 
users’ level of security awareness, they differ in terms of relationships with security awareness, because hours 
spent on laptop or PC category only have relationship with advocacy, while hours spent on smartphone or tab 
category have relationship with more than one variable of security awareness. 

 
6. Suggestion  

The conclusion of this paper is expected to provide some suggestions, which are: 
A. Twitter users pays more attention to technical setting used in managing their account. 
B. Twitter alter the login process by obliges its user to enter email address and phone number for security 

reasons. 
C. For further research, to focus on e-commerce sites, because of its rapid growth these past years. 
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Abstract  

     Number of Internet users in Indonesia reached 88 million people in 2014. One of the business which using the internet is e-
commerce. In Indonesia the potential of e-commerce greatest sales on September 2014 is in the field of travel. Booking flight 
tickets and hotel room reservation ranks at the top in the top five products or services to be purchased via  online. In Indonesia 
there are many distribution channels that provide the sales  of  flight  ticket and booking of hotel rooms, one of them through e-
commerce. E-commerce in Indonesia with the highest interest is Traveloka.com was ranked 97th as a popular website. To win 
the competition with the  others  e-commerce businesses which providing the same services, Traveloka use  direct marketing in 
the form of e-mail marketing to influence consumers to make purchasing decisions. 
     The purpose of this research was to find out the influence of marketing through e-mail marketing towards purchasing 
decision. 
     This research requires the sample as much as 384 respondents with purposif sampling techniques. This research uses 
techniques of descriptive statistical analysis, hypothesis testing, regression, classic assumption test lienear simple as well as the 
coefficient of determination. 
     The results of the analysis of research data is obtained that the regression coefficient of the variable E-mail marketing at 
Traveloka (X) gets positive values i.e. of 0.716 which means each variable e-mail marketing increased by one unit, then the 
Online purchasing decisions (Y) will be increased by 0.716. The influence of e-mail marketing toward the decision of 
purchasing is 47,6%. 
 
 
 
Keywords: E-mail marketing, purchasing decisions 
 

 
Introduction 
 
     Number of Internet users in Indonesia continues to increase from year to year. Internet users in Indonesia reach 
88 million people by the end of 2014 [1]. One of the business or trade using the internet facilities is e-commerce. 
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     About half of Indonesian consumers plan to buy online on the next six months are air tickets (55%) book hotels 
and travel agencies (46%). Four out of ten consumers (40%) plan to purchase electronic books (e-books), nearly 
four out of ten consumers plan to purchase clothing / accessories / shoes (37%), and more than a third of 
consumers planning to buy  tickets event (34%) [6]. In other words, the results of the survey has been done it was 
found that consumers have the highest plan to make a purchase via online is travel services. So e-commerce also 
helped to promote the tourism sector in Indonesia because it triggers the emergence of websites that provide ticket 
sales and hotel booking. 
       To do a trip at least needs to purchase air tickets and booking hotel. In Indonesia there are many distribution 
channels that provide the ticket sales and hotel room booking ie, travel agencies, online ticket sales through the 
official website of the airline or off air, to e-commerce. One e-commerce in Indonesia with the highest interest is 
Traveloka.com. Traveloka ranks 97th [4]. 
     To win the competition with e-commerce businesses of its kind providing the same services, namely sales of 
airline tickets and booking a hotel room then Traveloka perform various marketing methods are considered to be of 
interest to consumers. One way to do Traveloka is to use direct marketing. To perform its direct marketing 
Traveloka using e-mail. 
     Activity send or receive e-mail in an activity that internet usage was ranked first by 95.75% [1]. In 2014 the 
communication via e-mail is still ranked six of the activities performed while using the internet compared to other 
activities such as accessing personal website, the phone through the internet or doing distance learning (distance 
learning), which was ranked the bottom three in the activities of Internet usage. 
     Based on these data marketers should can take advantage of e-mail as a medium for marketing because of the 
many Indonesian people are accessing and using e-mail media in the daily activities. Of course it is becoming 
important to note by e-commerce that provide air ticket booking and hotel booking in order to ultimately be able to 
attract consumers to make purchasing decisions on air tickets or make bookings the hotel through its official 
website. So that could raise the amount of the purchase of air tickets as well as booking a hotel room. 
 
 
Statement of the Problem 
 
     Potential sales of travel services in Indonesia is high. This makes the travel business people must find a way out 
in order to attract consumers to purchase. Business people travel especially those engaged in the field of e-
commerce should be expanded marketing activities. One of them using direct marketing to consumers, so that 
consumers feel more personalized get the products or services quickly and accurately from an e-commerce 
demand. Direct marketing can be done with e-mail marketing medium that utilizes a database of customer 
websites. So that consumers can know the services and promotions offered by an e-commerce and making 
purchasing decisions in the end. 
 
 
Literature Review 
 
 E-commerce 
     Although many business transactions is still going through the usual channels, there has been a growing number 
of customers and companies use the Internet for electronic commerce (e-commerce) [8]. 
 
 Marketing 
     Marketing is a social and managerial process in which individuals and groups obtain their needs and desires by 
creating, offering, and exchanging something of value to each other [3]. 
 
 Integrated Marketing Communications 
     "Integrated Marketing Communication (IMC) is a cross-functional process for planning, executing, and 
monitoring brand communications designed to profitably acquire, retain, and grow customers. IMC is cross-
functional Because every touch point that a customer has with a firm or its agents helps to form brand images [14]. 
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 Direct Marketing 
     Program direct marketing (direct marketing) is an interactive marketing system that uses a variety of 
communication media to improve the immediate response that are specific and measurable [15]. 
 
 
 E-mail Marketng 
     E-mail marketing into two: 1) E-mail promotional (promotional e-mail), E-mail promotional aims to share 
information and promotions about products and services, build brand, and directs consumers to the website. E-mail 
promotional shipped in larger quantities in all or part of all consumers (Cecilia, 2014). 2) E-mail-related services 
(service related e-mail), E-mail related services that customers receive an email when the transaction occurs. E-
mail this consists of information on transactions. E-mail is used as a related service for the customer service or to 
receive inquiries from customers. Compared promotional e-mail, e-mail-related services can be more specific and 
less on each customer's different [2]. 
 
 Consumer Behavior 
     Consumer behavior is the discipline that studies the behavior of individuals, groups, or organizations and the 
processes used by the consumer to select, use a product, service, experience (idea) to satisfy the needs and desires 
of consumers, and the impact of these processes on the consumer and community [10]. 
 
 Purchase Decision 
     Stage consumer purchase decision process via the internet): 1) Knowledge (comprehension), Enterprises 
consumers to search for information through the internet about a product or service to gain some insight. 2) 
Interaction (interaction), How consumers seek to communicate with manufacturers regarding products or services 
that consumers need. 3) Networking (network), process in which consumers interact with other consumers who 
have similar needs and experiences. 4) Sensory expenses, such as the use of sensory insert pictures and sounds 
before making a purchase decision. 5) Ubiquity, consumer then gets all his needs according to the time and place 
diiginkan. 6) Aggregation, Bringing together a number of related services and consumer needs in a place mutually 
agreed. 7) Customization, manufacturers are trying to customize products according to customer needs [9]. 
 
 
Conceptual Framework 
 
There are two types of variables (X) in the study that 
includes e-mail promotional (X1) and e-mail-related 
services (X2) [2]. In the framework described the 
main purpose of research is to measure how big the 
influence of e-mail marketing to the purchasing 
decision on Traveloka. So it can be said that e-mail 
marketing is the independent variable in this study 
while purchasing decisions (Y) as the dependent 
variable [9]. Where promotional e-mail and e-mail-
related services will be partial effect on purchasing 
decisions, while the e-mail marketing will influence 
simultaneously on purchasing decisions. Figure 1 
displays the framework used in the study. 
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Methodology 
 
     Types of research methods that I use is a quantitative method. This approach is based on a theoretical 
framework, the idea of experts, researchers understanding based on experience, developed into problems and 
solutions proposed for justification (verification) in the form of support of empirical data in the field [11]. When 
viewed from the purpose of research is conclusive studies (conclusive) or commonly referred to as causal research 
(causal research), usually done when researchers have seen or read previous research that examines the relationship 
between variables [5]. Involvement of authors in this study is a non-contrived setting, is that research conducted in 
a normal environment, which is usually the case also called natural. The study of non contrived done without the 
involvement of researchers in the natural activity of the subject of research [5]. Implementation is based on a cross 
sectional is that if the data collection is done in one period, then the data is processed, analyzed, and then drawn 
conclusions [5] 
     Data in this research is divided into two kinds, consisting of primary data and secondary data. Data collected for 
the study of where the actual occurrence of the event called the primary data [12]. The primary data collection 
methods the researchers did was by distributing questionnaires to the respondents. Questionnaires distributed to 
those who never make purchases at Traveloka and subscribe to e-mail marketing, so that the questionnaire 
generated information on the effect of e-mail marketing to decision on Traveloka. A questionnaire was distributed 
in the form of a link that can be accessed by a correspondent to make the filling questionnaires at Google Drive via 
social media (twitter or facebook). In this study requires a sample of 384 respondents with purposive sampling 
technique. While the data obtained through existing sources called secondary data. Namely, the existing data and 
does not need to be collected by researcher [12]. Secondary data were obtained from the researchers use an online 
search on www.Traveloka.com, as well as previous research studies. 
 
Procedur and Analysis 
     This study uses data analysis techniques by means of descriptive statistical analysis, use of questionnaires in the 
measurement instrument which is to determine the effect of e-mail marketing to purchasing decision on the 
respondent Traveloka. From each of the questions in the questionnaire, there are four possible answers to be 
selected by each respondent. From the answers chosen by respondents were then compiled the assessment criteria 
for each item based on the questions and the percentage of the value continuum. The classical assumption, not all 
of the assumptions of classical test must be performed linear regression analysis, for example, autocorrelation test 
need not be performed on the data cross sectional [7]. So in this study uses only test for normality. 
     Data analysis techniques that researchers use to measure the impact of independent variables on the dependent 
variable is a simple linear regression. Linear regression was used to measure the level of influence of independent 
variables on the dependent variable and predict the dependent variable using independent variables [11]. In this 
study examines the coefficient of determination. In fact, r2 is the proportion of variation in a dependent variable 
caused by the independent variable, and is referred to as the coefficient of determination. 
 
 
Results and Findings 
 
 Total score Promotional E-mails that are in the range of 81.25% -100% thus respondents regarding 

Promotional E-mail in the category Strongly Agree. 
 

 Total score of E-mail Related Services to be in the range of 62.50% -81.25% thus respondents regarding E-
mail Related Services in the category Agreed. 
 

 Total score Variable E-mail marketing in Traveloka (X) is in the range of 62.50% -81.25% thus respondents 
regarding Variable E-mail marketing in Traveloka (X) in the category Agreed. 

 
 Understanding the total score is in the range of 81.25% -100% of respondents thus the understanding in the 

category Strongly Agree. 
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 Regarding Interaction total score is in the range of 62.50% -81.25% thus respondents regarding Regarding 
Interaction in the category Agreed. 
 

 Regarding the total score of the Network are in the range 62.50% -81.25% thus Regarding the responses of 
respondents regarding the Network is at Agree category. 
 

 Total score of ubiquity in the range 82.25% -100% thus the ubiquity of respondents in the category Strongly 
Agree. 
 

 Total score of sensory expense is in the range of 82.25% -100% of respondents thus the sensory expense in 
the category Strongly Agree. 
 

 Total Score Online Purchasing Decision Variable (Y) is in the range of 62.50% -82.25% thus responder 
Online Purchasing Decisions regarding variable (Y) is at Agree category. 
 

 The results of data analysis showed that the regression coefficient variable e-mail marketing in Traveloka (X) 
a positive score is equal to 0.716 which means that each variable e-mail marketing increased by one unit, then 
the Online Purchasing Decision (Y) will increase by 0.716. 
 

 Effect of e-mail marketing in the purchasing decision is Traveloka.com 47.6% 
 

Conclusion 
 
           Obtained some conclusions based on the results of research that has been carried out. The conclusions that  
have been acquired are as follows: 

1. E-mail marketing on Traveloka give 47.6% influence on the purchase decision online, while the 
remaining 52.4% Online purchase decision can be explained by other variables not examined. The 
regression coefficient variable E-mail marketing in Traveloka (X) a positive score is equal to 0.716 which 
means that each variable e-mail marketing each increased by one unit, then the Online Purchasing 
Decision (Y) will increase by 0.716. Then obtained t value of 18.633. Because the value of the t (18.633)> 
t table (1.966), then Ho is rejected. That is, there is the effect of E-mail marketing in Traveloka Decision 
to Purchase Online. 
 

 
Recommendation 

 
A. For Company 
 
     In accordance with the results of research that has been in the can. The author gives some suggestions for the 
company as part of the research that has been done. The advice given is as follows : 
1. In terms of e-mail related services, after the purchase of air tickets or hotel bookings Traveloka party should 

make sure to send an e-mail reply that contains information regarding airline flight rules flight or hotel room 
service regulations. So that consumers can learn this information before traveling. 

2. Traveloka using social media to reach these customers. Social media should be used effectively to attract 
customers that visit or follow the latest updates from Traveloka. Some way is like making a promo content, 
such as providing low price or discount offers discounted rates for hotel rooms and air tickets. In addition to 
making content related to the promotion, Traveloka can also display content that is interesting and 
informative about hotel rooms, airline tickets or tourism in general. Furthermore Traveloka can also create an 
online community or forum for its customers. So through the community Traveloka can know aspiration 
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given by the customers with the services provided by the company and ultimately create loyalty from 
consumers Traveloka. 

3. At the beginning of registration for the subscription e-mail marketing (newsletter) on Traveloka.com 
consumers should be given the option to determine the promo information is desired, such as air ticket promo, 
promo promo at the same hotel room or both. With the availability of the option of Traveloka, then e-mail 
received in accordance with the desires of consumers and will minimize their opinions on the issue of spam. 

 
 
 
 
B. For Further Research 
 

1. The suggestions for further research, not only focuses on the media promotion limited to e-mail marketing. 
Subsequent research could use the marketing mix. 

2. Subsequent research can do research using qualitative methods. Resulting in research on the analysis of the 
effectiveness of e-mail marketing to purchasing decision on Traveloka.com 

3. To produce a latest research results. So further research could use another theory study of the latest libraries. 
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Abstract  

As the number of people experiencing anxiety and stress increases, retail therapy might be use to reduce the stress 
level. Retailers may benefit from this situation by differentiating their marketing strategy, especially their physical 
evidence. Previous research has concluded retail therapy as the mood-alleviative consumption behaviour. 
Furthermore, previous research also identified various therapeutic values and motivations that might lead to mood-
alleviative consumption behaviour. The purpose of this paper is to investigate how retail therapy, both the 
therapeutic values and motivations, and the physical surrounding, as part of a marketing strategy, may influence 
customer's purchase intention. The writer will conduct a survey and distribute the questionnaire to collect data 
from 400 shoppers in Bandung. Then, data will be tested using descriptive analysis and path analysis. The 
important finding to emerge was that retail environments do have an impact on customer purchase intention 
especially in the ambiance and signage and have effect in therapeutic way. The result would be beneficial for both 
academic and managers since it will investigate the direct impact of therapeutic values and motivations and 
physical evidence on customer's purchase intention. Moreover, managers would have a new knowledge about parts 
of physical evidence which have significant impact to customer’s purchase intention.  
 
Retail therapy, servicescape, retail strategy, purchase intention 

1. Introduction 

Increasing competition due to the economic crisis condition has led to the high level of stress both for workers and 
students. Based on the survey by Regus in 2012, 64% employees in Indonesia said that their stress level increase 
compared to last year. According to Study Twenge and Researchers from Minnesota Multiphasic Personality 
Inventory (MMPI) stated that students in Indonesia felt greater pressure nowadays.  
As the number of people experiencing anxiety and stress increases, retail therapy or the mood alleviating 
consumption behavior might be use to reduce the stress level. Some researchers found that shopping may influence 
their emotion and perceived quality of life  (Kacen, 1994; Kacen, 1998; Kang, 2011).  
Retail industry should aware of this market condition and provide adjustment to customer's need. Based on the 
interview with The Wall Street Journal, Nordstrom’s Inc. recently using retail therapy strategy. The CEO, Mr. 
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Nordstrom said that “some people will choose to take a little retail therapy, and we want to be there to serve them” 
(Maher, 2008). A lot of online retail therapy also realized this potential and used it as a store name. However, most 
research on retail therapy focused on investigating the conceptual framework and not the application that can 
provide benefit for the retailer. 
Therefore, it is important for the retailer to know the internal and external factors in relation to retail therapy 
condition that can impact to customer's purchase intention. We need to identify the various therapeutic values and 
motivations would be beneficial for retailers in developing the effective therapy using shopping experience. 
Besides, the physical environment or also known as servicescape is rich and very influential in communicating the 
firm's image and purpose to customers. 
The aim of this research is to investigate how therapeutic values and motivations and also the physical surrounding 
have an influence in customer's purchase intention. The result of this study can be used as an input in the further 
research about the benefit of retail therapy. Furthermore, the writer hopes that this study will be the references for 
the other researchers who conduct the same object with a different perspective. For the practical benefit, the 
marketers will get a larger knowledge about the techniques of attracting the shoppers in the particular situation. 
2. Literature Review  
2.1 Consumer Behavior 

 
 

 
 
 
 
 
 
 

 
 
 
 
 
 

Fig. 1. Stimulus-response model of consumer behaviour by Kotler (Solomon, 2015) 

2.2 Retail Environment  
The physical service environment customer experience plays a key role in shaping the service experiences and 
undermining customer satisfaction. Bitner (1992), identifies three primary dimensions of the servicescape that 
influence customer's holistic perception of the servicescape, which is ambient, spatial layout, and signage or 
symbol. 
Music, cleanliness, and temperature are intended as the ambient condition that has an emotional relation in 
shopping. Layout accessibility and fitting comfort are the part of spatial layout and functionality. Facility aesthetic 
and displays also have the important role in sensory stimulation as the part of signage or design.  
Retail environment becomes one of the external that influence in consumer decision making. "Environment refers 
to the complex of physical and social stimuli in the outer world of customers. It includes the things, places, and 
other people that influence consumer' affect and cognition and their behaviour” (Olson, 1994, pp. 26-27). 
Ambience, spatial layout, and signage have a significant relationship to purchase intention in apparel stores. 
Luomala (2002), also stated that retail environment also has an impact in the therapeutic way that might result in 
increasing customer purchase intention.   
H1: There is a significant relationship between ambience and purchase intention in apparel stores.  
H2: There is a significant relationship between spatial layout and purchase intention in apparel stores. 
H3: There is a significant relationship between signage or symbol and purchase intention in apparel stores. 
2.3 Retail Therapy 
Retail therapy is a strategic effort to make one feel better after the immediate shopping (Rath, 2010). There are two 
different approaches from retail therapy that have already studied by many researchers. The first one is 
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compensatory consumption that described retail therapy as a condition when an individual feels a need, lack, or 
desire which they cannot satisfy their primary fulfilment, so they use purchasing behaviour as an alternative 
(Woodruffe-Burton, Eccless, & Elliott, 1998). The second one is mood-alleviate behaviour that described by 
Kacen, (1998), implies that the actual product purchased during a therapy shopping trip plays a role in improving 
mood, which provides a distinction between a shopping therapy experience and a compulsive buying experience. 
The writers found out that it is important to have deeper understanding through the motivation and value behind 
retail therapy. These two factors need to be analysed to understand the profile of therapeutic users or people who 
use shopping as the activity to alleviate negative mood. Furthermore, the writers found out that it is important to 
have a deeper understanding through the motivation and value behind retail therapy. 
2.3.1 Therapeutic motivation 
Motivation is the driving forces within individuals that move them to take a particular action such as buying and 
using. This driving force is produced by a state of tension, which exists as a result of an unfulfilled need that 
moves us away from psychological equilibrium or homoeostasis. Therapeutic motivation is the driving forces 
within individuals to choose shopping to alleviate their negative mood. As it has already stated in the previous 
subchapter, negative mood consists of irritated, stress, and dejection. They want to reduce this tension and reach 
their desired end-state or called consumer's goal. Shopping as the activities that can alleviate negative moods 
becomes the other reasons people buying something though not for the primary function of the product. Kacen 
found out that shopper in negative mood purchases clothing with more frequency than others because of 
therapeutic reasons (Kacen, 1998). In Luomala’s Journal, he stated that mere sensory stimulation emanating from 
the consumption environment (e.g., sights, sounds, smells) function in a therapeutic way (Luomala, 2002).  
H4: Therapeutic motivation mediates the relationship between retail environment and purchase intention in apparel 
stores. 
2.3.2 Therapeutic value  
Value holds an important role in consumption activities because people believed that purchasing a product would 
help them to attain a value-related goal. Although people may believe in the same behaviour (shopping is an 
activity to reduce negative mood), their underlying belief system may be different (shopping is an escape from 
loneliness, self-indulgence, or else).   
Minjeon Kang did the research especially in the therapeutic value in the purchasing and shopping activities. There 
are seven categories of reasons people do the retail therapy, which is a positive distraction, escape, indulgence, 
elevation of self-esteem, activation, sense of control, and social connection (Kang, 2011). Consumer's core values 
have a major influence on their cognitive process and choice behaviours in the decision-making process. Value is 
also one of the internal influences in the stimulus-response model of consumer behaviour that have a significant 
effect on consumer decision-making process.  
H5: Therapeutic value does function as a mediating variable between retail environment and purchase intention in 
apparel stores. 

2.4 Purchase Intention  
Purchase intention is part of consumer’s decision making that studies the reason to buy a particular brand (Shah, et 
al., 2012). Purchase intention also can be defined as a situation where the customer wants to buy a certain product 
in the particular condition. Purchase intention is related to the customer's behaviour, perception, and attitudes 
toward a product. It can be affected by internal or external motivation during buying process (Gogoi, 2013). In this 
research, we focused on the therapeutic motivation. Purchase intention also can be changed under the influenced of 
price, perceived quality, retail environment, etc. 
 
3. Methodology 
3.1 Participant and data collection 
In this paper, the research used quantitative data collection by questionnaire. Questionnaires were distributed to 
400 respondents through online and offline method. Respondents are female who domicile in Bandung and Jakarta 
area in the range of 16-64 years old. The selection of respondents is made by non-probability sampling method 
using judgmental sampling technique. 
3.2 Data analysis  
In this paper, the research used descriptive analysis and path analysis model. Path analysis techniques are used to 
analysis the direct and indirect effects between variables (Freedman, 1987). Path analysis investigates the tenets of 
social cognitive theory and previous finding that hypothesised relationship have strong theoretical and empirical 
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support. The path model tested as the explanation on the last page. 
 3.2.1 Measurement  
 Ambience (X1), spatial layout (X2), and signage (X3) are the variables that describe the retail 

environment. Ambience contains 13 questions that adopted from Hussain & Ali (2015) and Wakefield & 
Blodgett (1996). Spatial layout contains of 11 questions  Signage contain 14 questions that adopted from 
Kisang Ryu & Soo Cheong (2008); Hussain and Ali. (2015); and Wakefield & Blodgett (1996). The 
therapeutic motivation variable consists of eight questions from Minjeon kang (2009); and Yurchisin et 
al., (2008). The therapeutic value consists of 18 questions. Purchase intention variable contains four 
questions which two adopted from Hussain and Ali (2015). 

4. Result and Discussion 
A Pilot study of the questionnaire was conducted to fulfil the reliability and validity requirement. The present 
study released the survey to 80 respondents. The English questionnaire was translated into Bahasa Indonesia 
following the target respondent's ability. From all the completed questionnaires that were collected, the whole 
questions are valid. Besides, the normality test, multicollinearity test, and homoscedasticity test are all met.  
Table 1. Descriptive statistics  

 N Mean Std. Deviation 

Ambience (X1) 405 5.1356 .85874 

Spatial Layout (X2) 405 5.5075 .79378 

Signage (X3) 405 5.0219 .79444 

Therapeutic motivation (YA) 405 4.0057 1.27178 

Therapeutic Value (YB) 400 4.5068 1.27175 

Customer’s purchase intention (Z) 405 4.9303 1.12034 
 
In Table 1, it represents the mean and standard deviation for all variables. Among sub-variables of the retail 
environment, the spatial layout has the highest mean among all other variables with 5.51, indicate the respondent in 
this research think that layout accessibility and fitting comfort as the most important elements in the retail 
environment. Therapeutic value has greater mean than therapeutic motivation with 4.51 compared to 4, which 
means the respondents have greater belief in shopping as the therapeutic activity (therapeutic value) rather than 
their driving force to go shopping (therapeutic motivation).   
Table 2. Decomposition effects of from the path analysis 
Endogenous variable Exogenous variable  Intercept Beta  Sig  t R result  

Therapeutic motivation  0.809    R2=0.127 
Ambience 0.251 0.169 0.007 2.698*  
Spatial layout 0.08 0.05 0.473 0.718  
Signage 0.292 0.183 0.013 2.507*  

Therapeutic value  0.386    R2=0.208 
Ambience 0.293 0.198 0.001 3.295*  
Spatial layout 0.128 0.08 0.229 1.205  
Signage 0.38 0.238 0.001 3.413*  

Customer's purchase 
intention 

 1.426    R2=0.198 
Ambience 0.246 0.189 0.002 3.138*  
Spatial layout 0.082 0.058 0.383 0.087  
Signage 0.356 0.252 0.000 3.611*  

Customer's purchase 
intention 

 2.651    R2=0.310 
Therapeutic Motivation 0.258 0.293 0.000 5.479*  
Therapeutic value 0.277 0.324 0.000 6.053*  

* ρ < 0.05 (significant)  
From Table 2, we can see the correlation between all variables. Among all of the exogenous variables, the results 
were significant except for spatial layout (X2). Therefore, in the path analysis model, spatial layout with non-
significant paths will be removed. The effect of signage (β = 0.252 and t = 3.611) was higher than ambience (β = 
0.189 and t = 3.138) on customer's purchase intention. Based on the beta and significance test, the first and third 
hypotheses about the effect of ambiance and signage on customer's purchase intention are supported. However, the 
second hypothesis was not supported because there is no correlation between layout accessibility and customer's 
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purchase intention. It can be seen that therapeutical motivation (β = 0.293 and t = 5.479) and therapeutical value (β 
= 0.324 and t = 6.053) have strong impact on customer’s purchase intention. The result of the first and the third 
hypotheses support the previous research by Luomala (2012) that retail environment does have an impact on 
customer's purchase intention in a therapeutic way. Besides, therapeutic motivation and therapeutic value that 
explained before in the Kang's (1998) Journal do exist in Indonesian's shopper and have a significant impact on 
customer's purchase intention.   

Table 2. Direct and indirect effects on therapeutic motivation, therapeutic value, and customer’s purchase intention 

Effect 
Direct 
effect 

Indirect 
Effect Total Effect 

On Therapeutic Motivation 
   

of Ambience  0.169* 0 0.169 

of Spatial layout 0.05 0 0.050 

of Signage 0.183* 0 0.183 

On Therapeutic Value 
  

0.000 

of Ambience 0.198* 0 0.198 

of Spatial layout 0.08 0 0.080 

of Signage 0.238* 0 0.238 

On Customer's purchase intention 
  

0.000 

of Ambience 0.189* 0.114* 0.373 

of Spatial layout 0.058 0.017 0.123 

of Signage 0.252* 0.131* 0.463 

of therapeutic motivation 0.293* 0 0.497 

of therapeutic value 0.324* 0 0.503 
* ρ < 0.05 (significant)  
Table 3 is representing the direct and indirect effect in the path analysis. Results from the path analysis 
indicate that ambience and signage affect customer's purchase intention through the therapeutic motivation 
and value as the partial mediating variables. Besides, it also can be seen that the mediating variables, 
therapeutic motivation and therapeutic value have strong direct impact on customer’s purchase intention 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Fig. 2. Significant path coefficients between all variables in the study  
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5. Conclusion and Recommendation 

The purpose of this paper is to investigate how retail therapy, both the therapeutic value (YA) and therapeutic 
motivation (YB), and the physical surrounding (X1, X2, and X3), as part of a marketing mix, may influence 
customer’s purchase intention. The important finding to emerge was that retail environments do have an impact on 
customer purchase intention especially in the ambience (music, cleanliness, temperature) and signage (facility 
aesthetic, electronic equipment, and display). The better the environment situation, it would improve the intention 
of a customer to buy a product. Another finding is the fact that Indonesian customers do admit that retail therapy 
exists. It is also founded that therapeutic value has a bigger impact than therapeutic motivation on customer's 
purchase intention. This research would be useful for the retailer to make retail strategy, besides they can use it in 
advertising and promotion. For example, Indonesian customer will be interested in the advertising that wrote 
"shopping in our store will make you relax and forget about your problems for a while” rather than “if you are 
desperate or stress, just come to shop in our store”. The meaning might be quite the same, but there will be 
differences in the response of the receiver. For the future research, the writers suggested doing this kind of research 
using experimental method to identify which kind of music, temperature physical layout, et cetera that suits better 
to therapeutic shoppers. Besides, based on this paper's result servicescape in a therapeutic way have 30% impact on 
customer's purchase intention. The researcher also suggested analyzing other factors that may have an impact on 
customer ‘s purchase intention in retail therapy such as brand image, brand quality, etc. 
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Abstract  

Indonesian government established tin commodity exchange as a reference for world’s tin price. Currently, there are three 
commodity exchanges in the world. This research aims to analyze relationship of tin commodity exchanges between London 
Metal Exchange (LME), Kuala Lumpur Tin Market (KLTM) and Indonesian Tin Exchange (INATIN). Daily data were 
obtained since August 23rd, 2013 to December 31st, 2015. We utilized Granger Causality and verified through interviews with 
tin’s experts. The result indicates that price alterations in INATIN influence the price in other commodity exchanges and not 
vice versa. The experts consider it yet to be optimized in influencing other commodity exchanges, especially with regard to 
Alternative Delivery Procedure system in Indonesia Commodity and Derivatives Exchanges (ICDX). 
 

Keywords: Commodities Exchanges; Granger Causality; Tin  

1. Introduction 

Tin price movements prior to 1985 had influenced by ITC (International Tin Council) which is an 
intergovernmental body that governs the global tin (Hilman, 2010). The formation of this institution began in 1927 
before eventually collapse which caused by smuggling and oversupply of the non-ITC countries (Hilman, 2010). 
Tin price movements were more volatile compared with before the end of the ITC. High volatility was allegedly 
influenced the production of tin from Indonesia as the largest exporter in the world. The result is in line with 
Vivian and Wohar (2012), indicates the supply or demand factors are important factors that led to the price 
volatility of certain commodities. Chen (2010) state that estimated to average 34% volatility of commodity prices 
is influenced by global macroeconomic factors in the period of 1972-2007. 

 
Volatility and movements of tin commodity price can be observed in the LME market, the physical market of 

KLTM and the physical market of INATIN. LME is a commodity market which trades tin from Indonesia and the 
world. Estimated around 80% of global tin stock is supplied from Indonesia (ITRI 2013; Irawan 2014). Indonesia 
began to form INATIN that trades physically (physical contracts) in 2012. The formation of the exchange refers to 
the Ministry of Trade Regulation No. 78/M-DAG/PER/12/2012 concerning export provision. Tin exports 
requirement through INATIN exchange is one of the government's efforts and Indonesian tin producers in order to 
control the price of the commodity at a price that benefits all parties, moreover to reduce price fluctuations 
(Irawan, 2014). 

 
The formation of INATIN exchange by the government aimed to be a world reference and control of tin price. 

Research involves the influence of inter-exchanges has never been done by any researchers. The previous study 
ever conducted on the oil market and the gold market (Zhang and Wei, 2010), the market price of agricultural 
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(Capelle-Blancard and Coulibaly, 2011) and the market price of electricity (Gissey et al., 2014). Benefit from the 
influence of inter-exchanges is to determine market driven so that become price reference for investors, traders, 
users and producers. 

2. Literature Review 

Granger causality is employed to test the causality between two different variables. Granger causality 
applications are diverse and has been used broadly by researchers to examine causality relationship in stock 
markets (Vyrost et al, 2015; Gooijer and Sivarajasingham, 2008), spot and futures prices of West Texas 
Intermediate crude oil (Bekiros and Diks, 2008), agriculture and energy market prices (Saghain, 2010), crude oil 
and gold market prices (Zhang and Wei, 2010), world oil and agriculture commodity prices (Nazlioglu and Soytas, 
2011), wheat, cattle and agricultural commodity prices with index-based trading activity (Capelle-Blancard and 
Coulibaly, 2011), electricity and commodity prices (Moutingo et al., 2011), oil and metals prices; such as gold, 
silver and cooper (Bildirici and Turkmen, 2015), crude oil, biofuel and agriculture commodity prices (Katrakilidis 
et al., 2015). 

 
Furthermore, granger causality test also utilized for researches involved the same commodity in different 

market. For instance, the prices of crude oil in several countries (Candelon et al., 2013), global crude oil prices 
between world crude oil producers (Lu et al., 2014), also physical and futures price for natural gas in US 
(Ghodussi., 2016). There is no research ever conduct to test the causality relationship for tin price in different 
market. Previous studies were more focused on oil, precious metals and agricultural commodities. This research 
became important to the Indonesian government's efforts to make the exchange of INATIN as the world reference 
tin prices and controlling tin commodity prices from price speculators. 

 
Tin commodity currently traded on various commodity markets with different types of contract. There are three 

active tin commodity exchanges; LME, KLTM and INATIN. Comparison of the three markets can be seen in 
Table 1. Famous tin commodity markets that has been widely known is the LME which built in 1886. Transactions 
in LME guaranteed by a clearing house named LME Clear Limited. LME Clear guarantee the financial settlement 
of all trades that occur in the event of counterparty default. In these conditions the LME Clear enable to act as a 
seller for every buyer and a buyer for every seller. When financial settlement has been fulfilled through the 
clearing house, the next process through the designated metal exchange warehouses. 

 
The next tin commodities market in Malaysia is at the KLTM. The market has been established since 1984 

which is the first physical contract market in Asia. The physical contract market used to accommodate the needs of 
the world's tin producers mainly located in Malaysia. In addition, the physical contract market to meet the needs of 
Malaysia as one of the world's tin producers and also to keep tin prices at a reasonable level. Tin latest commodity 
exchanges were in Indonesia. INATIN registered under ICDX. INATIN is a collection of tin sellers, buyers and 
trader which was established on February 1, 2012. The exchange gain positive response from the government to 
issue Minister of Trade Regulation No.32/M-DAG/PER/6/2013 concerning Tin Export Provision which required 
tin trading to go through the tin exchange in Indonesia. 
                           Table 1. Comparison of the three world tin markets 

Information LME KLTM INATIN 
Year of build 1886 1984 2003 

Location London Kuala Lumpur Jakarta 
Contract type Physical (spot), Futures, 

Options 
Physical Physical 

Form Bar Bar Bar 
1 Lot 5 ton 1 ton 5 ton 
Price USD/ton USD/ton USD/ton 

Tin bar standard BS EN 610:1996 ASTM B 339.93 BS EN 610:1996; 
Permendag 33/2015 

Warehouse 650 locations 2 locations 2 locations 

Membership 98 members under 5 types 
of membership  

11 members 41 members 
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The existence of commodity exchange market requires that the general provisions of specific commodities and 

transparent in assigning commodity prices. Based on individual transactions, it will be difficult to determine a fair 
price for a particular commodity. The difference in the three world’s tin exchanges become important to 
investigate the relationship between the commodity markets. It is currently unknown price set on the LME 
provides the basis for the majority of commercial transactions in the non-ferrous metal (Schofiled, 2007). 
Following INATIN established in 2013, it may influence the relationship between the tin markets. 

3. Data and Method  

Granger's Causality is used to examine the causal relationship between two variables. The predictive power of 
the foregoing information may indicate a causal relationship between the two variables in the long term. This study 
tested the causality of tin prices in the three (3) different commodity exchanges namely INATIN, KLTM and 
LME. We used daily data of tin prices tin commodity prices obtained in INATIN, KLTM and LME. The collected 
data are daily data of tin commodity prices Sn 99.85% from August 2013 to December 2015 under the commodity 
markets. Expected results of Granger's Causality can deliver results that indicate the direction of causality and 
effect between the tin prices in the three different commodities market. The model granger causality is as follows: 
 

 

 
 
With hypothesis: 
H0: There is no causality between the LME price ( ) at a price of INATIN ( ) 
H1: There is a causality 
Where: 

        : LME price at time t 
        : LME price at time t-j 
        : INATIN price at time t  
        : INATIN price at time t-1 

,          : Error term 
, , ,    : Coefficient variable  

 
The same equation is also used to examine the relationship between KLTM with INATIN also KLTM and LME. 
The first testing phase to unit root test to see stationary variables tested. After Granger Causality test results 
obtained, next is the verification and confirmation of the quantitative research result with tin experts. The method 
used to interview four (4) tin experts in Indonesia. Tin experts interviewed are people who are competent in their 
field. 

4. Result and Discussion  

Descriptive analysis of tin commodity prices in all three exchanges shown in Table 2. Table 2 explain the 
distribution of commodity price data in KLTM, INATIN and LME. The highest tin commodity prices was 23,905 
USD per ton occurred on April 24, 2014 and the lowest was 13,700 USD per ton on June 8, 2015 within the 
interval of observation at tin commodity exchanges. The distribution of tin commodity prices fluctuate quite high 
with a coefficient of variation more than 16% from the exchanges. It shows a fairly high daily volatility in tin ingot 
commodity prices. Table 2 also indicate the average price of INATIN was greater than the LME price and KLTM 
price. INATIN price was higher around 300 USD per ton compared to the others. Similarly, the average price on 
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the KLTM was lower than the LME price. The quite high difference made it difficult of arbitrage to occur in tin 
commodity exchanges. This is possible because the INATIN exchange consists of more manufacturers than users 
(end-user), only a small amount and would prefer to buy at the LME. 

 
Table 2. Descriptive statistics of tin commodity price exchanges 

Variable  LME Spot Price KLTM Price INATIN Price 
Mean 19,548.77 19,518.43 19,829.27 

Median 20,220.00 20,200.00 20,720.00 

Maximum 23,905.00 23,800.00 23,875.00 

Minimum 13,895.00 13,700.00 13,800.00 

Std Dev. 3,313.25 3,313.27 3,335.51 

Skewness -0.302229 -0.313920 -0.367978 

Kurtosis 1.468918 1.468917 1.479057 

Jarque-Bera 63.56229 64.23828 66.97057 

Observation 563 563 563 
 

Schofiled (2007) states storable commodity prices are influenced by the amount of stock available. Based on 
the tin stocks data in the LME within the period of 2003 to 2015, warehouse stocks of tin was in the fluctuating 
patterns and emerges a downward trend. The highest stock revealed in 2009 amounted to 26,800 tonnes and the 
lowest stocks in 2015 amounted to 6,100 tons with an average of 12,954 tonnes per year. Meanwhile, the average 
volume of transactions in the KLTM around 727 tons per annum. The highest volume of transactions occurred in 
2001 amounted to 1,052 tones and the lowest volume of transactions in 2013 amounted to 466 tons with declining 
trend of transaction volume. The low volume of transactions since 2013 because of the establishment of INATIN 
in Indonesia. One of the major players listed in both KLTM and INATIN is PT Timah Tbk. Meanwhile, INATIN 
has a large volume of transactions. If compared with KLTM, KLTM’s transactions in a year almost equivalent to a 
month in INATIN’s transactions. The average volume of INATIN transactions amounted to 524 tons with the 
largest volume took place in December 2013 with amount was 1,411 tons and the lowest volume was in September 
2013. The high INATIN transaction was due to Indonesian tin producers’ obligations to trade tin ingot through the 
INATIN by Regulation of the Minister of Trade No.32/ M-DAG/PER/6/2013. The high transaction also caused by 
the considerable number of INATIN’s members as many as 41 members with 26 tin manufacturers from Indonesia. 

 
The relationship between the tin commodity exchanges tested by using Granger Causality. Granger Causality 

test conducted when data is stationary. The unit root test is performed to determine stationer data. The unit root test 
results that the price of tin has a unit root (non-stationary) at level and does not have roots units (stationary) in the 
first differencing. The LME, KLTM, INATIN price is stationary in first difference. After the data were stationer 
then Granger Causality Test carried between the LME, KLTM and INATIN. In testing with Granger Causality 
requires the selection of optimum lag models. Selection of the optimum lag intend to see the minimum of indicator 
value of Akaike Info Criterion (AIC) and Schwarz Criterion (SC) among the results of several lag selection VAR 
models. Optimum lag selection was found that optimum lag occurs at 4 in each Granger Causality test.  

 
Granger Causality Test results showed a first difference of INATIN affect the first difference of KLTM and 

first difference of LME. It is also similar with KLTM price changes which affect the LME price shown in Table 3. 
These results also show that the price changes on the INATIN is a market driven to the price changes on other 
exchanges. Table 3 also reveal the physical stock market influence the non-physical. Stock of INATIN had a great 
influence due to it owns a physical market (tin ingot) with a large quantity. Based on the policies by the Indonesian 
government tin ingot exports should go through INATIN. Unlike the KLTM exchange which does not have large 
amount of physical tin, as well as LME which has contracts based on underlying tin in the existing warehouse. 
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Table 3. Granger Causality Test Result at Tin Commodity Exchanges 

Granger Causality Test Lag Optimum Prob Value* Information 
D(INATIN)  D(LME) 

4 
0.7187 Granger (+) 

D(LME)  D(INATIN) 0.0000 No granger  

D(INATIN)  D(KLTM) 
4 

0.1278 Granger (+) 

D(KLTM)  D(INATIN) 0.0000 No granger  

D(KLTM)  D(LME) 
4 

0.4692 Granger (+) 

D(LME)  D(KLTM) 0.0000 No granger  

*critical value level at α = 5% 
 
The study results also denote the existence of INATIN in accordance with the original purpose for the 

establishment of controlling world tin price and in line with the study from Irawan (2014). The INATIN 
establishment began in February 2012 by Pemendag 78/M-DAG/PER/12/2012 but still has flaws for its provisions 
is voluntary and does not set conditions for tin in other forms and weakness was exploited by the manufacturer by 
exporting not through exchanges and exports in other forms (Irawan, 2014). Experts agree that the presence of tin 
exchange help to influence the world tin price control. The existence of trading in INATIN also provide benefits to 
the Indonesian government in the form of sale price transparency for 3% royalty, the certainty of the goods origin 
which traded within the exchange, moreover traded tin ingot product standardization and certainty Net Results 
Export (DHE) which entered Indonesia. 

 
There are various advantages with the INATIN, meanwhile according to the experts, the flaws in the INATIN 

exchange remain exist upon the operation of INATIN. Other weakness INATIN is the existing transaction 
settlement system for tin ingot outside the exchange, known as Alternative Delivery Procedure (ADP) is governed 
by the Physical Contract of Tin Ingot in chapter 24 clauses 2418. On the other hand, no outside futures settlement 
process occurs in LME and KLTM. All the process of tin ingot payment and delivery through the clearing house. 

5. Conclusion  

Ganger Causality test results showed tin price changes in INATIN exchange influence the price changes in 
LME and KLTM, but do not apply vice versa. Likewise KLTM price changes affect the LME price changes, but 
do not apply vice versa. It shows the physical contracts market are controlling the market price. Indonesia as an 
exporter of tin may control the tin price and the price reference. In line with the original purpose of INATIN 
formation as a price reference, yet still has weaknesses in the implementation of the provisions. Experts agreed to 
reorganize ICDX-INATIN in accordance with its original purpose. The flaw need to be improved by eliminating 
exchange transactions in Indonesia through ADP. Depth study of the improvement in ICDX trading system by 
involving various stakeholders need to be done as a continuation of this research. In addition, a study on how much 
influence of INATIN exchange to the LME and KLTM is an interesting topic for future study 

Acknowledgements 

This paper is part of a dissertation supervised by Prof Dr Ir Hermanto Siregar, MEc, Dr Trias Andati, MM, MSc 
and Dr Lukytawati Anggraeni, SP, MSi.  

References 

Bekiros, S and Diks, C. (2008) ‘The relationship between crude oil spot and futures prices: cointegration, linear 
and nonlinear causality’, Energy Economics. Vol.30, pp.2673 - 2685. 

Bildirici, M and Turkmen, C. (2015) ‘Nonlinear causality betwen oil and precious metals’, Resources Policy, 
Vol.46, pp.202 – 211. 

152



 

Candelon, B., Joets, M., and Tokpavi, S. (2013) ‘Testing for granger causality in distribution tails: an application 
to oil markets integration’, Economic Modeling, Vol.31, pp.276 - 285 

Capelle-Blancard, G., and Coulibaly, D. (2011) ‘Index trading and agricultural commodity prices: a panel granger 
causality analysis’, International Economics, Vol.126-127, pp.51 - 72 

Ghoddusi, H. (2016) ‘Integration of physical and futures prices in the US natural gas market’, Energy Economics, 
Vol.56, pp.229 - 238. 

Gissey, G., Chavez, M., and Fallani, F. (2014) ‘Dynamic granger causal networks of electricity spot prices: a novel 
approach to market integration’, Energy Economics, Vol.44, pp.442 - 432.  

Gooijer, J., and Sivarajasingham, S. (2008) ‘Parametric and nonparametric granger causality testing: linkages 
between international stock markets’, Physica A, Vol.387, pp.2547 - 2560.  

Hilman, J. (2010) The International Tin Cartel, Routledge, London.  
Hegerty, S. (2016) ‘Commodity-price volatility and macroeconomic spillovers: evidence from nine emerging 

markets’, North American Journal of Economic and Finance, Vol.35, pp.23 - 37. 
Irawan, R. (2014) Model Bisnis Industri Tambang Timah di Indonesia Studi Kasus Provinsi Bangka Belitung. 

Published PhD thesis, Bogor Agricultural University, Bogor, Indonesia. 
International Tin Research Institute. (2013) Global Tin Outlook, London: ITRI. 
Katrakilidis, C., Sidiropoulos, M., and Tabakis, N. (2015) ‘An empirical investigation of the price linkages 

between oil, biofuels and selected agricultural commodities’, Procedia Economics and Finance, Vol.33, pp.313 
- 320. 

Lu, F., Hong, Y., Wang, S., Lai K., and Liu, J. (2014) ‘Time-varing granger causality test for applications in global 
crude oil markets’, Energy Economics, Vol.42, pp.289 - 298. 

Moutinho, V., Vieira, J., and Moreira, A. (2011) ‘The crucial relationship among energy commodity prices: 
evidence from the Spanish electricity market’, Energy Policy, Vol.39, pp.5898 - 5908. 

Nazlioglu, S., Soytas, U. (2011) ‘World oil prices and agricultural commodity prices: evidence from an emerging 
market’, Energy Economics, Vol.33, pp.488 - 496. 

Saghaian, S. (2010) ‘The impact of the oil sector on commodity prices: correlation or causation?’, Journal of 
Agricultural and Applied Economics, Vo.42 No.3, pp.477 - 485. 

Schofield, N. (2007) Commodity Derivates Markets and Application, Wiley & Son Inc, West Sussex.  
Vivian, A., and Wohar, M. (20120 ‘Commodity volatility breaks’, Journal of International Financial Markets, 

Institutions & Money, Vol.22, pp.395 – 442.  
Vyrost, T., Lyocsa, S., and Baumohl, E. (2015) ‘Granger causality stock market networks: temporal proximity and 

prefential attachment’, Physica A, Vol.427, pp.262 - 276. 
Zhang, Y., and Wei, Y. (2010) ‘The crude oil market and the gold market: evidence for cointegration causality and 

price discovery’, Resources Policy, Vol.35, pp.168 – 177. 
 
 

153



Electronic Word-of-Mouth (EWOM) Adoption Model for 
Information Security Awareness: A Case Study in University 

Students 
 

Adhi Prasetio1, Puspita Kencana Sari2, Dian Puteri Ramadhani3 
Faculty of Economic and Business 

Telkom University 
Bandung, Indonesia 

1adhipras@gmail.com, 2puspitakencana@telkomuniversity.ac.id, 3dianrdn003@gmail.com 

Abstract  

In the social media era, relationship and interaction of a person with other people give bigger influence on the mind-set and 
action. Electronic Word-of-mouth (eWOM) is considered as an effective way to buildbrand awareness in marketing 
communication. Many tools and techniques, can be used to improve information security awareness, in order to jointly maintain 
information security within organization. This study aims to formulate an electronic Word of Mouth (eWOM) usage model in 
to build information security awareness through social media. eWOM is expected to complement the existing techniques in 
building information security awareness. Methodology used is quantitative with data analysis techniques using PLS-SEM. This 
research took 100 university students as respondent for a preleminary study. The result showed that source credibility and 
costumer experience significantly effect eWOM credibility. Meanwhile, eWOM credibility significantly effect eWOM 
adoption. Finally, eWOM adoption significantly effect Security Awareness. 
 

Keywords: Electronic Word of Mouth, Information Securiy Awareness, Social Media 

1. Introduction 
By current technological developments, potential threats to information security is getting higher. Information 

not only becomes an important asset to the company, but also for individuals. Therefore, not only the organizations 
or companies that need to protect information, but every people must be able to protect the data and information 
they have. Each individual must maintain confidentiality, authenticity, integrity, and availability of data and 
information they need to perform the work or daily living activities.  

Many cases of information security breaches affecting individual, such as hackers, identity theft, malware 
attacks (such as viruses, worms, Trojan horse), and the information devices theft (such as mobile phones and 
laptops). A Facebook account i.e., Cyber Crime released fake accounts on Facebook (on 11 September 2015), 
which are used by people who are not responsible for committing fraud against others. The actors use the other 
people photos and identities that have taken from someone's personal account to get acquainted with others. 
Through the fake account they usually ask for some money to the target by pretending as the unfortunate that 
require substantial funds. This technique known as Social Engineering. The increase of smartphone users makes 
this device becomes one of the hackers attacks target. Indonesia is still vulnerable to mobile malware attacks. 
Statista (2015) indicate that Indonesia included in one of top 10 countries attacked by mobile malware with nearly 
11% of smartphone users in Indonesia experienced in mobile malware attacks. 

thThe 7  Smart Collaboration for Business in 
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The use of social media that is massively increasing, enabling people to obtain and disseminate information. 
Social media users can disseminate information related to their personal experiences from their own experience or 
other people they know, and even information they obtain from websites and other blogs. However, not all social 
media circulated valid information and trusted by readers. In fact, that information can increase knowledge so they 
more aware to their personal information security. 

Word of Mouth (WOM) as one of the marketing communications modes has an important role in the sales and 
brand formation (Kotler & Keller, 2012). The use of social media to make WOM in the form of eWOM becoming 
increasingly important to improve brand awareness. It is already mentioned and demonstrated in various marketing 
research (Charo, et al.,2015; Jalilvand & Samiei, 2012; Shojaeel & Azman, 2013; Xu & Chan, 2010). In the Charo, 
et al (2015) research shows how the adoption of online information from Facebook users have an impact on the 
brand image and the purchase intention. Another research showed that eWOM have a positive correlation with the 
brand awareness (Shojaeel & Azman, 2013; Xu & Chan, 2010). This can be analogous to the adoption of online 
information through eWOM by social media users to improve information security awareness and the desire to 
protect the information they have. In the information security management theory itself, several techniques 
commonly used to improve information security awareness in the company. However, the use of these techniques 
have not been tested on improving awareness of security to protect personal information. 

The issues that will be discussed in this study include the following items: 
1. How eWOM adoption of social media users toward the information regarding information security cases? 
2. How eWOM among social media users can influence the level of information security awareness? 

To get answers to research questions above, this study will conduct a survey of a number of social media users 
in Indonesia. The results of this study are expected to contribute to the information security management science 
field to enrich the tools and techniques that can be used in information security awareness programs. Cyber 
security becomes a main topic of the Indonesian government, especially the Ministry of Communications and 
Information Technology (Kurnia, 2015). By searching for an effective way to improve information security 
awareness in the community is expected to decrease the rate of crime in the virtual world with the information 
protection independently. The implementation of effective security controls depends on the environment that 
positively towards safety, where everyone understands and involve in behaviours that are expected of them 
(Kruger and Kearney, 2006). 

 
2. Literature Review 
2.1. Information Security Awareness 

Information security is a combination of systems, operations and internal controls to ensure the integrity and 
confidentiality of the data and operating procedures within an organization (Hong, Et.al., 2003). The purpose of 
information security is to ensure business continuity and to minimize the loss of business by preventing and 
minimalize the impact of security incidents (Kruger, et.al., 2010). The information security has three basic 
components that must be managed, namely (Mitchell, 1999):  

a. Confidentiality of sensitive information; protect it from accessed by unauthorized parties 
b. Integrity; ensure the accuracy and completeness of information 
c. Availability; ensuring that information and vital services are available for users whenever needed. 

One of the most important parts of information security management is an information security awareness. 
Information security awareness is a control or rules designed to reduce the incidence of information security 
breaches, as a result of negligence or the actions that have been planned (Whittman & Matord, 2011). The primary 
objective of information security awareness is to ensure that computer users are aware of the risks related to the 
use of information technology and also an understanding of the policies and procedures (Kruger and Kearney, 
2006). This information awareness programs need to be done by the owner of the system as part of the 
management of information technology. The system owner bears responsibility to provide qualified knowledge 
about the existence and the general level of control that is used so that all users be sure that the system is secure 
(Peltier, 2014) . 

According to Kruger and Kearney (2006), there are three components that can be used to measure the level of 
information security awareness, namely “What users know” (Knowledge), “How they feel about the topic” 
(Attitude), and “What they do” (Behavior). 

Several methods can be used to improve information awareness, include: Educational presentation, E-mail 
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messaging, Group discussions, Newsletter articles, Video games, Computer-based training (CBT), and Posters. 
From previous studies (Khan, et.al., 2011), it considered that the most effective method is group discussion, which 
meets all the criteria in measuring the effectiveness of methods of awareness (knowledge component, changes in 
attitude, subjective norm, intention, and behavioural changes). In that study, group discussion is an informal 
gathering where there is no one-way communication and each member in the group can take advantage of 
knowledge and experience exchange (Khan, et.al., 2011). The methods of this character is almost the same  by 
word of mouth in a community where members can exchange information on a such as giving review (knowledge) 
and testimonials (experience). 

 
2.2. Electronic Word of Mouth (eWOM) 

Electronic Word of Mouth (eWOM) appears with the development of computers, internet and social media. 
EWOM an enhancement of WOM. The existence of internet and social media make eWOM become an important 
part of corporate communications. Electronic word of mouth (eWOM) refers to any statement which is shared by 
consumers through the Internet (e.g. web sites, social networks, instant messaging, news feed) about a product, 
service, brand or company. 

eWOM help marketers to reduce advertising costs because any information shared by people who do not have 
any relationship with the brand owner is considered more reliable because there is no conflict of interest, especially 
if it is obtained from sources considered credible by the message recipient. This makes a marketing message 
received through this eWOM more effective than conventional advertising (Jansen et.al., 2009). Integrated 
marketing communications model by Kotler and Keller (2012) which was further developed by Xu and Chan 
(2010) showed that eWOM have a direct positive correlation with brand awareness. 

According to Fan et al. (2013), eWOM adoption influenced by eWOM credibility that perceived by 
consumers. Fan et al. (2013) offers a model to measure eWOM credibility that determined by: 

a. Source Credibility 
b. eWOM Quantity 
c. eWOM Quality 
d. Consumer Expertise 
e. Consumer Involvement 
 
Based on those literature reviews, this research uses the following hypotheses: 

H1: Source Credibility increases perceived eWOM Credibility 
H2: eWOM Quality increases perceived eWOM Credibility 
H3: eWOM Quantity increases perceived eWOM Credibility 
H4: Consumer Expertise increases perceived eWOM Credibility 
H5: Consumer Involvement increases perceived eWOM Credibility 
H6: Perceived eWOM Credibility increases eWOM Adoption 
H7: eWOM Adoption increases Information Security Awareness 

2.3. Research Framework 
This study will adopt the model offered by Fan et.al (2013) to measure eWOM adoption level and Kruger & 

Kearney (2006) model to measure information security awareness level. The new model that will be examined is 
correlation between eWOM adoption and information security awareness level. eWOM adoption is influenced by 
perceived of eWOM credibility that constructed by source credibility, eWOM quantity, eWOM quality, consumer 
expertise, and consumer involvement (Fan et.al, 2013). Meanwhile, Information security awareness is measured by 
knowledge, attitude, and behaviour of consumer (Kruger & Kearney, 2006). In this study, consumers are the social 
media users that will be influenced by adopting the eWOM.  
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Fig. 1. Research Framework 

 
3. Research Methods 

The research method used is quantitative method. Data analysing will be used Partially Structural Equation 
Modelling Least Square (PLS-SEM) techniques. The operational variables used include: 

1. Information Security Awareness (adopted from Kruger & Kearney, 2006); consist of Knowledge, 
Attitude, and Behavior 

2. e-WOM (adopted from Fan et al, 2013); consists of Source Credibility, EWOM Quantity, EWOM 
Quality, Consumer Expertise, Consumer Involvement, Perceived EWOM Credibility, EWOM Adoption 

Data collection will be done by distributing questionnaires to respondents through online media. The 
population of this study is the social media users, especially university students, who have read or receive 
information about information security, either a case of threat or protection campaigns. The sampling technique 
used is nonprobability sampling with targeted sample of about 100 people. 

 
4. Result and Discussion 

Responses from 108 students were analysed. Most of them are from several universities in Bandung and 
Medan. Social media that are used by most of respondents are Instagram and Facebook. 92.6% of respondents ever 
read post(s) about information security in their social media shared by their friends. 69.4% of respondents 
sometimes re-share the post to their timeline and 26.9% of them never do that.  

 
Fig 2. PLS Result for Structural Model 
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Figure 2 shows the result of structural model (inner model) test that was conducted by observing t-value for 
each exogenous construct. Table 1 shows the Hypothesis testing results captured from Smart-PLS. The results 
show that hypotheses H1, H4, H6, and H7 are supported since their t-values are greater than 1.96 (significant at 
0.05 level). 

 
Table 1. Hypotesis Testing Results 

Hypothesis t-value Supported 
Source Credibility  eWOM Credibility 3.043 Yes 
eWOM Quality  eWOM Credibility 0.222 No 
eWOM Quantity  eWOM Credibility 1.858 No 
Customer Expertise  eWOM Credibility 3.025 Yes 
Customer Involvement  eWOM Credibility 1.560 No 
eWOM Credibility  eWOM Adoption 17.392 Yes 
eWOM Adoption  Information Security Awareness 8.314 Yes 

 
Data analysis results showed that two factors affecting eWOM Credibility in the context of information 

security campaign in social media. Those factors are source credibility and customer expertise. Eventhough its 
hard to verify the credibility of source in online social media (Fan et.al, 2013), but this result support previous 
study that source credibility significantly affects eWOM credibility (Fan et.al, 2013). Eventhough Customer 
expertise could have negative impact on eWOM credibility (Park and Kim, 2008)(Bansal and Voyer, 2000) and 
found has no significant effect (Fan et.al, 2013), but for students who used to search for information in academic 
environment, it seems that the more expertise they are the more they perceived eWOM credibility.    

On the other side, the other factors such as eWOM Quality, eWOM Quantity and Customer Involvement are 
not affecting eWOM Credibility. Eventhough eWOM Quality and eWOM Quantity found to have siginificant 
effect on eWOM credibility (Fan et.al, 2013), and found to have various effect on different hotel categories (Blal & 
Sturman, 2014), but in this research, both factors found to have no significant effect on eWOM credibility. 
Customer involvement didn’t have significant effect on eWOM credibility, and this result support previous 
research by Fan et.al (2013).  

This research also showed that eWOM credibility increases eWOM adoption supporting Fan et.al (2013) 
results. Furthermore, eWOM adoption increases Information Security Awareness, as it also increase brand 
awareness (Shojaee & Azman, 2013). Although security awareness and brand awareness is not same, but from this 
result we can see that eWOM adoption also significantly impact security awareness.  

 
5. Conclusion 

This research showed that only two factors namely source credibility and costumer experience significantly 
effect eWOM Credibility, while the other three factors eWOM Quantity, eWOM Quality and Customer 
involvement didn’t affect eWOM Credibility. Moreover, eWOM credibility proven to be significantly effect 
eWOM adoption, and furthermore, eWOM adoption significantly effect Security Awareness. This result can be 
adopted to develop a new tool to increase information security awareness through social media that involved 
eWOM adoption. For further research, we suggest to study about impact of eWOM adoption to information 
security behavior specifically because from previous research (Khan et.al, 2011) indicated that most of information 
security campaign only effecting knowledge aspect as the basic ladder in security awareness.  
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Abstract  

The reduction of market share of fixed broadband PT Telkom was caused by purchase intention of Indihome product was lower than purchase 
intention of product from the other competitor. Based on the literature study on the previous research, the variables that had influence to 
purchase intention were brand equity and brand preference. This research used the model that stated brand equity and brand preference had a 
positive influence to purchase intention. The data collected by having questionnaire that distributed to to the candidate customer through on line 
(using google form and SMS). There were 403 respondents. The data analyzed in descriptive and verificative with variance based SEM with 
SmartPLS 3.0 software. Based on the result of descriptive analysis, the respondents had given the moderate evaluation  to the variables, i.e: 
brand equity (67.04%), brand preference (60.55%), and purchase intention (64,37%). The result of verificative analysis with Partial Least 
Square, showed that brand equity had a significant positive influence to brand preference, brand equity had a significant positive influence to 
purchase intention, brand preference had a significant positive influence to purchase intention, also brand equity had a significant positive 
influence to brand preference and purchase intention direct and indirect. The suggestions that could be proposed were Telkom had to enhanced 
the dimension of brand equity that had positive effect on brand preference and purchase intention, also the need of adding another variable that 
had effect on purchase intention  for the future research.

Keywords: brand equity, brand preference, purchase intention 

1. Introduction 
In 2015, January IndiHome brand offered nation wide in Indonesia. IndiHome is bundling triple play service, consists 

of: phone, high speed internet, and Usee TV (Telkom, 2015). With existence of the bundling of IndiHome, can increase 
customer intention to subscribe PT Telkom’s product because the service of this product was completed to meet the needs of 
customer in the residential segmen. However the market share of fixed broadband PT Telkom was reduced from 85,37% 
(Oct 2014) into 83,28% (Feb 2016). 

According to brand indicator analysis from Marketing Intelligent Unit to IndiHome brand (Telkom, 2015), there were 
four weaknesses of indicator on IndiHome brand, that is Brand Perception, Market Share, Perceived Quality, Brand Loyalty. 
Only Brand Awareness that showed as a strength indicator on IndiHome brand. According to Top Brand Award survey that 
showed the reduction of top brand index of IndiHome/Speedy from 56.7% (2014) to 48.1% (2016). It can be concluded that 
brand equity of IndiHome was still low. This condition caused low brand preference of IndiHome and inline with the result 
of the research from Buil et.al. (2013), Mahfooz et.al (2015), and Moradi&Zarei (2011) that showed brand equity had 
positive influence on brand preference. The reduction of market share of fixed broadband PT Telkom was predicted cause by 
purchase intention of Indihome product was lower than purchase intention of product from the other competitor, so it 
required the efforts to increase purchase intention of IndiHome.

Based on some literature study in the previous research, the variabels which could be influenced on purchase intention 
were: (1) brand equity that consist of the dimensions, i.e: brand awareness, perceived quality, brand association, and brand 
loyalty  (Buil et al. , 2013; Mahfooz, et.al., 2015; Moradi&Zarei, 2011), also (2) brand preference (Buil et al., 2013; 
Mahfooz, et.al., 2015; Moradi&Zarei, 2011). 

Based on the introduction, research statements in this research were (1) IndiHome is the product that expected to be the 
main contributor to revenue of Telkom Regional 2 Jakarta that replaced brand Speedy, but the market share growth in 
regional 2 showed the reduction. Based on the result of brand indicator analysis and Top Brand Award Survey showed that 
brand equity of IndiHome was low. Based on the previous research (Buil et al., 2013; Mahfooz, et.al., 2015; Moradi&Zarei, 
2011), showed that there was a positive effect between brand equity, brand preference, and purchase intention, if the low 
brand equity caused the low brand preference, so that the low purchase intention. The low purchase intention caused the
reduction of market share, (2) It was necessary to know the evaluation of customer to the dimensions of brand equity of 
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Indihome product that had influence on brand preference and purchase intention, also the relationship between the variables.

2. Literature Review 
The result of the research of Buil et.al. (2013), Mahfooz et.al (2015), and Moradi&Zarei (2011), showed that brand 

equity had a positive influence on brand preference. Based on the research of Buil et.al. (2013), Mahfooz et.al (2015), and 
Moradi&Zarei (2011), brand preference had a positive influence on purchase intention. On the other hand, based on the 
research of Buil et.al. (2013) and Moradi&Zarei (2011) brand equity had a positive influence on purchase intention. So it 
can be concluded that the factors had a positive influence on purchase intention of the candidate of customer of IndiHome 
were brand equity with the dimensions, i.e: brand awareness, perceived quality, brand association, and brand loyalty (Aaker, 
1997); also brand preference. Research scope consisted of the research conducted in area of Telkom Regional 2 
Jabodetabek, spesifically to the candidate of IndiHome customer and the variables on this research were brand equity
(consist of brand awareness, brand association, perceived quality, and brand loyalty), brand preference, and purchase 
intention.

3. Methodology 
This research used model from Buil et.al. (2013), Mahfooz et.al (2015), and  Moradi&Zarei (2011), with three variables, 

i.e: brand equity (with 4 dimensions: brand awareness, perceived quality, brand association, and brand loyalty), brand 
preference, and purchase intention. This research had similarity with that previous research on variables and data analysis 
technique. Beside that, based on research of Mahfooz et.al (2015), this study considered to combined the dimensions of 
brand equity into unity, brand eguity variables. The proposed conceptual model is shown in Figure 1.

Figure 1 Proposed Research Model 
Based on the Figure 1 above, there are two variables that directly and directly influence purchase intention, namely

overall brand equity and brand preference. The operationalization variables are shown in Table 1.

Table 1 Operationalization of Variables 
 

Variable / Sub Variabel Variable Definition Indicator  Code Reference 

Brand 
Equity

Brand 
awareness 
(AW)

Customer ability to 
recognize IndiHome 
brand.

1 Recognition of brand AW1 Buil et.al (2013); 
Khan et.al (2015); 
discussion with 
expert

2 Memory of brand AW2
3 Accustomed with brand AW3
4 The most memorable brand AW4
5 Knowledge of symbol and logo brand AW5

Perceived 
quality (PQ)

Customer perception 
to overall of quality 
or superiority of 
IndiHome product.

1 Service quality of brand PQ1 Buil et.al (2013); 
Khan et.al (2015); 
Mahfooz et.al 
(2015); discussion 
with expert

2 Service reliability of brand PQ2
3 Completely feature of brand PQ3
4 Competitive advantage PQ4

Brand 
association 
(AS)

Everything that 
connected with 
IndiHome brand.

1 Fixed broadband service AS1 Buil et.al. (2013); 
Mahfooz et.al 
(2015); discussion 
with expert 

2 Fast internet service AS2
3 Telkom as service provider AS3
4 TV interactive service AS4
5 Inexpensive telephone service AS 5
6 Bundling triple play service AS 6

Brand loyalty 
(LO)

Connection customer 
with IndiHome brand

1 Comparison between value and price LO1 Buil et.al (2013); 
Mahfooz et.al 
(2015); hasil 
diskusi dengan 
expert

2 Connection customer with IndiHome brand LO2

3 Customer trust to brand LO3
4 Recommended the brand to others LO4

Brand preference (PR) Customer tendency 
to prefer IndiHome 
brand among the 
others.

1 Preference brand PR1 Buil et.al. (2013); 
Mahfooz et.al 
(2015); discussion 
with expert 

2 Superiority of  brand PR2
3 Preferably brand PR3
4 Brand is the first preference PR4

Purchase intention (PI) Customer intention to 1 Willingness to purchase soon PI1 Buil et.al. (2013); 

Brand Equity

H2

Brand 
Preference

Purchase 
Intention

H 1

Brand Awareness

Perceived quality

Brand Association

Brand Loyalty

H3

H4
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buy IndiHome 
product after 
evaluation to  
IndiHome brand

2 Willingness to purchase on the future PI2 Mahfooz et.al 
(2015); 
Moradi&Zarei 
(2011); discussion 
with expert

3 Consideration to purchase the product PI3

 
The hypothesis on this research are shown below:
1. Hypothesis 1 (H1) .
H1ₒ. Brand equity didn’t have a positive significant influence on brand preference.
H11. Brand equity had a positive significant influence on brand preference.
2. Hypothesis 2 (H2) .
H1ₒ. Brand equity didn’t have a positive significant influence on purchase intention.
H21. Brand equity had a positive significant influence on purchase intention 
3. Hypothesis 3 (H3).
H3ₒ. Brand preference didn’t have a positive significant influence on purchase intention.
H31. Brand preference had a positive significant influence on purchase intention
4.  Hypothesis 4 (H4).
H4ₒ. Brand equity didn’t have a positive significant influence on brand preference dan purchase intention direct and 
indirect.
H41. Brand equity had a positive significant influence on brand preference dan purchase intention direct and indirect.

To test the hypothesis, this research collected data by using questionnaire. To determine the effectiveness of the 
developed instrument in measuring its target construct, this research used (1) content or logical validity; (2) criterion-relate 
validity, which is categorized into predictive and concurrent validity; and (3) construct validity, which can be measured by 
convergent and discriminant validity that explained by computing factor loadings (FL) (Sekaran& Bougie (2010)). An item 
in construct has convergent validity if the value of FL minimal on 0.5 (Ghozali&Latan, 2015). To test the validity and 
reliability of the questionnaire used, this research distributed the questionnaire to 30 respondents. The collected data were
analyzed by using IBM SPSS statistics 22 software. All 26 items of 26 construct are valid and ready to distributed to the 
respondents. Table 3 shows the valid and reliable items of the questionnaire used in this research.

Table 3. Items of the Questionnaires 
Variable/ Sub Variable Items Reference 

Brand 
Equity 

Brand 
awareness 
(AW) 

1 I can recognize IndiHome brand among the other internet provider 
service.

Buil et.al (2013); 
Khan et.al (2015); 
discussion with 
expert

2 I can recall of IndiHome brand quickly. 
3 I already recognize and know about IndiHome brand.

4 IndiHome is the one and only brand that I remember when I prefer 
internet service.

5 I recognize IndiHome logo.
Perceived 
quality (PQ) 

1 IndiHome offers the good service quality.  Buil et.al (2013); 
Khan et.al (2015); 
Mahfooz et.al 
(2015); discussion 
with expert

2 IndiHome offers the realiable service. 
3 IndiHome offers the complete feature.

4 IndiHome has superiority if it compares with competitor product.

Brand 
association 
(AS) 

1 In my opinion IndiHome is fixed internet service. Buil et.al. (2013); 
Mahfooz et.al 
(2015); discussion 
with expert

2 In my opinion IndiHome is fast internet service.
3 Telkom is the trusted internet service provider. 
4 In my opinion IndiHome is interactive TV service.
5 IndiHome is low rate telephone service. 
6 IndiHome is fast internet, low rate telephone, and interactive TV 

service.
Brand loyalty 
(LO) 

1 IndiHome brand gives value comparable with the price. Buil et.al (2013); 
Mahfooz et.al 
(2015); discussion 
with expert

2 I don’t use the other internet service, if there is IndiHome service.

3 I trust on IndiHome brand.

4 I will recommend IndiHome to others.

Brand preference (PR) 1 IndiHome is my preference brand. Buil et.al. (2013); 
Mahfooz et.al 
(2015); discussion 
with expert

2 IndiHome is more superior than other brands.

3 I prefer IndiHome than the other internet service.

4 IndiHome is the first preference brand that I will purchase. 

Purchase intention (PI) 1 I will purchase IndiHome soon. Buil et.al. (2013); 
Mahfooz et.al 
(2015); 
Moradi&Zarei 
(2011); discussion 
with expert

2 I will purchase IndiHome in the future.

3 I will consider to purchase IndiHome.
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Having finish with the testing of valid and reliable questionnaire, data were collected by using questionnaire 

that distributed online (by google form and SMS) from 2016, April, 15th until 2016, May, 1st. Thus, the total of valid 
questionnaire for data analysis was 403.

4. Findings and Discussion 
The 403 collected data were analyzed by using the quantitave investigation method. To know the rate of all 

variables based on respondent’s perspective, this research used descriptive statistic. Data computed based on mean 
value or score of respondents’ answers of each variable. The mean value than translated into several quality, the mean 
value which has score ranging from 20% to 36% is considered to be very low, above 36% to 52% considered to be low, 
above 52% to 68% considered to be medium, above 68% to 84% considered to be high, and above 84% to 100 
considered to be very high. The result of scoring showed on Table 4. The table shows that the variables of brand 
awareness had high score that means the customers have high or good perception for those variables. While, variables of 
overall brand equity and its dimensions, i.e: perceived quality, brand association, brand loyalty; brand preference, and 
purchase intention had moderate scores, these mean that the customers felt that those variables had not good enough 
performance, the customers just feel that the performance of those variables are only moderate. 

Table 4. Score of Variables 
Variable Mean Score 

Brand Equity 67.04% Moderate
     Brand Awareness 73.16% High
     Perceived Quality 63.81% Moderate 
     Brand Association 67.03% Moderate
     Brand Loyalty 62.62% Moderate
Brand Preference 60.55% Moderate
Purchase Intention 64.37% Moderate

The quantitative analysis method used in this research was the PLS method, which is a variance based 
technique of structural equation modeling (SEM). The software used was the SmartPLS 3.0 software which can be 
downloaded free from http://www.smartpls.de. Processing data by using PLS involves two steps : (1) assesment of the 
measurement model to test the reliability and validity of the instrument which consist three criterias that should 
fullfilled: indicator reliability, internal consistency reliability, and convergent validity; and (2) assesment of the 
structural model to test the research hypotheses. In PLS, the indicator validity is evaluated by factor loading (FL) with 
minimal value 0,5 that show that an item in construct has convergent validity (Nunnally in Abdillah&Jogiyanto, 2015).
For internal consistency reliability shown by Cronbach Alfa (CA) and Composite Reliability (CR) value should be at 
least 0,7, and convergent validity measured by Average Variance Extracted (AVE) that should at least 0,5. SmartPLS 
can directly produce the FL of each item with menu “Calculation for PLS Algorithm” and the results showed that all 
items have FL values above 0,5, indicating that each item of the questionnaire met the indicator validity requirement, as 
can be seen in Figure 2 below:

 
Figure 2. SmartPLS Result of Model 

Table 5 shows the FL, CA, CR, and AVE values of all construct resulted by SmartPLS fullfilled all the requirements. 
Thus the measurement model of this research is valid and reliable.

 
 
 
 
 

AW 1

Brand Equity Brand Preference

Purchase Intention

AW 2

AW 4

AW 3

LO 1

AS 6

AS 5

AS 4

AS 3

AS 2

AS 1

PQ 4

PQ 3

PQ 2

PQ 1

AW 5

LO 2

LO 3

LO 4

PR 1

PR 2

PR 4

PR 3

PI 1

PI 2

PI 3

0.851

0.301
0.436

0.724

0.503

0.992
0.926
0.947
0.918

0.869
0.855
0.616

0.502
0.550
0.535
0.601
0.581
0.847
0.830
0.762
0.822
0.784
0.772
0.802
0.692
0.635
0.753
0.784
0.793
0.846
0.839
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Table 5. The FL, CA, CR, and AVE Values of Each Construct 
 

Variabel / Sub Variabel Item FL CR CA AVE 

Brand 
Equity

Brand 
awareness 
(AW)

AW1 0.502

0.955 0.95 0.54

AW2 0.550
AW3 0.535
AW4 0.601
AW5 0.581

Perceived 
quality (PQ)

PQ1 0.847
PQ2 0.830
PQ3 0.762
PQ4 0.822

Brand 
association 
(AS)

AS1 0.784
AS2 0.772
AS3 0.802
AS4 0.692
AS 5 0.635
AS 6 0.753

Brand loyalty 
(LO)

LO1 0.784
LO2 0.793
LO3 0.846
LO4 0.839

Brand preference (PR)

PR1 0.922

0.961 0.946 0.86
PR2 0.926
PR3 0.947
PR4 0.918

Purchase intention (PI)
PI1 0.869

0.828 0.712 0.62PI2 0.855
PI3 0.616

 
In PLS, the correctness of the proposed model can be measured by using Path coefficient (PC), R-squared (R²), and Q-

squared (Q²) criterion. R² criterion has been applied by 105 (96%) models published in MISQ and PC criterion has been 
applied by 107 (98%) models published in MIS Quarterly in the 20-year period from 1992 through 2011 (Ghozali&Latan, 
2015). The path coefficients should have t-values of at least 1.96 to be considered significant at the 95% confidence level. 
The t-values can be obtained by using re sampling techniques, such as bootstrapping. Table 6 shows the path coefficients 
and t-values of the model as a result of bootstrapping.

Table 6. t-value for each variable 
Path PC t-value 

Brand Equity (BE) --> Brand Preference (BP) 0.851 56.815

Brand Equity (BE) --> Purchase Intention (PI) 0.301 4.133

Brand Preference (BP) --> Purchase Intention (PI) 0.436 6.099

Brand Equity (BE) --> Brand Preference (BP) --> Purchase Intention (PI) 0.371 6.031

*Represent significance at 95% confidence level
 
Based on the Table 6 above, all of 4 hypothesis were significant at the 95% confidence level, since the t-value is more 

than 1.96. 
It could be concluded that brand preference was influenced by brand equity, and purchase intention was influenced by 

brand preference and brand equity. Brand equity had influenced brand preference and purchase intention directly and 
indirectly. The indirect influence of brand equity on purchase intention was greater than direct influence.

The R² criterion measures a construct’s percentage variation that is explained by the model or the proportion of the total 
variation in the dependent variable explained by the independent variables jointly (Indrawati, 2012). The R² value should be 
sufficiently high for the model to have a minimum level of explanatory power. Values above the cutoff of 0.670, 
approximately 0.333, and 0.190 or lower are deemed substantial, average and weak, respectively (Indrawati, 2012). Figure 
1 also shows that the R2 resulted from calculation for PLS algorithm was 0.503. This means that the model has average 
power to predict purchase intention. 

 
5. Conclusion 

Based on the descriptive analysis, the respondent had given moderate scores to the variables, i.e: brand equity (67.04%), 
brand preference (60.55%), and purchase intention (64,37%). On the other hand, the scores of sub variable of brand equity 
that had been ranked from low score to high score, i.e: brand loyalty (62.62%), perceived quality (63.81 %), brand 
association (67.03%), and brand awareness (73.16%). Only brand awareness had high category, the other subvariabel had 
moderate category. 

Based on the result of Partial Least Square, this research concluded that purchase intention were influenced by brand 
equity and brand preference. Brand equity had influenced brand preference and purchase intention directly and indirectly. 
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On the other side, purchase intention could be described by brand equity and brand preference at 50.3 %. This research 
model could be used to predict purchase intention  at 50.3 %.

Based on the result of the research, PT Telkom must increase brand equity and brand preference of IndiHome that can 
be a differentiator from  the product of other competitor. This strategy can increase purchase intention of IndiHome. Brand 
preference as the intervening variable between brand equity and purchase intention, had given a big impact if compared 
with direct relationship between brand equity and purchase intention. This condition must be the main attention for PT 
Telkom to increase brand preference IndiHome with increase the communication with the customer that focused on the 
competitive advantage of IndiHome product if compared with the product of the competitors.

On the other hand, the strategies that can be done to increase brand equity of IndiHome are give better value for the 
candidate customer, for example: give the same or cheaper price for IndiHome product, add the interesting contents and TV 
channel based on customer’s need, increase quality and reliability of IndiHome service, give free calling package to all 
Telkomsel’s number for a few minutes and decrease the tariff of IndiHome Telkomsel Mania package. Furthermore 
suggestions for the future research are addition of the other variable that influenced purchase intention, for example: 
perceived price, interpersonal influence, etc. The research about brand equity on the other competitor can be used as the 
comparison with brand equity IndiHome. This research can generalizable to the other areas in Indonesia to understand effect 
of brand equity to brand preference and purchase intention in the other areas with the different competition level. 
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Abstract  

The business environment in the telecommunications sector is changing rapidly. In order to keep growing, telecom 
operators are required to conduct business innovation, sort of them by increasing the value of customer. XYZ also support 
government’s programs to the telecomunications sector by holding Astinet. 

Astinet’s customer which perceived to be technologycally updated and big budget, is expected to purchase other 
telecommunications services behind Astinet. However, the number of customers who subscribes more than one product is still 
small. Noting the growing churn rate, coupled with customer satisfaction and loyalty is not better than the industry, it is 
necessary to study to improve customer satisfaction and loyalty to the Astinet’ service that led to the Cross-Buying other 
telecommunications services. 

This study will research the effect of Customer Relationship Management, Customer Satisfaction and Customer Loyalty 
toward Cross-Buying in telecommunication product. Because increase in customer value are preferred rather than seeking new 
customers, considering the cost to find new customers 3-5 times greater than retain existing customers (Farber and Wycoff, 
1991). 

This research is descriptive verification and a quantitative research which took a questionnaire from 406 respondents who 
were or had been using Astinet services previously. The data collection is done by distributing questionnaires to  Business-to-
Business scheme and used Structural Equation Modelling  for data analyzed. 

The results of factor analyses revealed Customer Relationship Management were found to positively affect customer 
satisfaction. Customer Satisfaction was found to have direct association with customer loyalty and both customer satisfaction 
and loyalty-influenced cross-buying.

Keywords: Customer Relationship Management, Customer Satisfaction, Cross-Buying, telecommunications

Introduction  
Astinet is dedicated internet service which held by XYZ service provider. Astinet is cater for the corporate customer. 

The service which has existed since 1996 is indeed intended for customers in the business sector who want internet service with 
a commitment of 1: 1. With the increasing number of Internet operators, Astinet have to compete with other internet products in 
the corporate market. This market does have a fewer number of customers, but offers greater revenue than the retail market 
(Hutt & Speh, 2007 in Reinartz & Kumar, 2012).

In total, there are 7 players dedicated internet service providers, including Astinet. This makes the competition becomes 
fierce increasingly. To oversee the service, XYZ has implemented a Customer Relationship Management (CRM) since 2008. 
To that end, the CRM system has to integrate all aspects ranging from sales, marketing, after sales service (Ngai, 2005). XYZ
Company has also implemented a strategy attributes of competing products from Quality, Price and Delivery Performance. 
Astinet also communicated massively by using the tools Advertising, Direct Marketing, and Events and communications made 
using the Account Management. Because XYZ realize that long-term relationship approach is more advanced than the 
transactional relationship and considered to be more appropriate in approaching the business sector (McDonalds, Millman, & 
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Rogers in Reinartz & Kumar, 2012) .Although so, churn potential of these services continues to rise from year to year. Not to 
mention the satisfaction survey results and customer loyalty are no better than the industry average.

To target revenue growth, increase in customer value are preferred rather than seeking new customers considering the 
cost to find new customers 3-5 times greater than retain existing customers ((Farber and Wycoff, 1991). Astinet’s Customer
which perceived to be technologycally updated and have a big telecommunications budget , is expected to contribute more to 
the increase in XYZ’s revenue. With the use of customer Relationship Management is proven to be able to get closer to 
customers as well as the positive impact of the customer Satisfaction (Padmavathy, 2012), the use of customer Relationship 
Management is also a positive impact on customer Loyalty (Kim et, al. 2016). 

Therefore, customer satisfaction and customer loyalty effect positive messages to the customer's desire to purchase 
the other XYZ’s product (Padmavathy, 2012; Ngobo, 2005), then the increase in customer satisfaction and loyalty through the 
use of customer Relationship Management needs to be explored further. With such exposure, the authors feel the need to know 
whether the Customer Relationship Management, Customer Satisfaction and Customer Loyalty influence the customer’s Cross-
Buying intention, in this case for Astinet..

Theoritical background and development hypothesis 

Customer Relationship Management 
Marketers in market corporate sector's is the biggest ever, even the financial volume in the market with business-to-

business (B2B) is greater than the market business-to-consumer (B2C). In fact, the level of B2B customer purchases can be 
enormous. (Hutt & Speh in Reinartz & Kumar, 2012; 261).

Unlike in the context of B2C, B2B customers in the neighborhood is an organization (company or institution), 
which also means that customers in this sector smaller. Finally, when compared to the B2C relationship, the relationship 
between buyers and sellers in B2B tend to be closer (Buttle in Reinartz & Kumar, 2012; 261).

KAM refers to additional activities that are dedicated to a specialized personnel in an organization that is important 
to the company (Workman, Homburg, & Jensen in Reinartz & Kumar, 2012; 266). Instead of using relationship-oriented 
business transaction, the relationship between the KAM relationship with more customer-oriented nature and aimed at long-
term relationship. Activities and specialized personnel are more intended to increase customer profit, which is in line with 
the increase in corporate profits (McDonald, Millman, & Rogers in Kumar and Reinartz, 2012; 266). Therefore, in the 
context of B2B, KAM is a topic that is relevant and can not be ruled out..

Customer Satisfaction 
Oliver (1997; 13) defines customer satisfaction as the evaluation of aftersales, where the perception of the 

performance of selected products meet or exceed expectations before purchase. Customer Satisfaction is also in the form of 
consumer confidence in using a product which impact on positive emotions (Ruth & Oliver in Wang, 2013: 7). Basically, 
satisfaction and dissatisfaction of customers is determined by customer perceptions and expectations. Perceptions of the 
product or service itself is influenced by customer experience while trying to receive a product or service. Therefore, if the 
product is consumed or services obtained has the attributes desired by the customer, most likely will increase the level of 
customer satisfaction which leads to an increased frequency of purchases (Min et al., 2012: 9). There are five main factors 
that determine the level of customer satisfaction (Irawan, 2008: 37), namely:

a. Product quality.
b. Service quality.
c. Emotional factors.
d. Price

Customer Loyalty 
Customer loyalty by Kottler & Keller (2012; 88) is a customer commitment to re-purchase and protect products that 

have been used from the influence of his business competitors. Meanwhile, Oliver (1997; 13) defines customer loyalty as a 
customer or as an attachment to the overall deep commitment to love the product, service, brand or organization, despite the 
potential cost to switch large enough. Loyalty itself is a multifaceted concept including both dimensions attitudes and 
behavior (Dick & Basu in Yang, 2015). Customer loyalty is the end result of customer satisfaction. (Kotler & Keller, 2012; 
90)

Cross-Buying 
Cross-Buying is defined as the purchase of various types of products from the same provider by not considering the 

period between the first and second transaction (Verhoef et al, 2001;. Reinartz et al, 2008). The decision to conduct cross-
buying for customers may occur because of the satisfaction gained by the customer, when dealing with the company. Thus, 
there is a desire to enjoy the other products offered. Satisfaction is an overall performance evaluation form based on all the 
past experience in consuming products (services) that are associated with the company. (Anderson and Fornell, 1994; Bitner 
& Hubert, 1994). There are three main benefits of cross-selling, namely: increase customer revenue, improve customer 
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loyalty, and increase customer awareness to one company (Chasin, 2003).

Research Model 

Image 1 Research Model of Customer Relationship Management, Customer Satisfaction, Customer Loyalty and Cross-Buying

Based on the theoretical framework that has been described above, then the hypothesis in this study are
H1: Customer Relationship Management positively effect on Customer   Satisfaction
H2: Customer Relationship Management positively effect on Customer Loyalty
H3: Customer Satisfaction positively effect on Customer Loyalty
H4: Customer Satisfaction positively influence on Cross-Buying
H5: Customer Loyalty positive influence on Cross-Buying

Methodology 

Validity and Reliability 
The measurement of model evaluation is done by testing the validity and reliability which represent each construct. 

All the total respondents (406 respondents) is tested by SmartPLS 2.0 software to get the loading factor, AVE, Communality, 
Cronbach's Alpha and Composite Reliability.

Tabel 1 Validity and Reliability Testing Results

Variabel AVE
Cronbachs 

Alpha
Composite 
Reliability

Cross-Buying 0.965663 0.988131 0.991188
Customer Loyalty 0.838818 0.903853 0.939785

CRM 0.650022 0.964456 0.967407

Customer Satisfaction 0.875842 0.964517 0.972426

Based on Table 1 Validity and Reliability Testing Results can be seen that the obtained value of the whole outer 
loading statement items> 0.70 and the value of Average Variance Extracted (AVE) all variables> 0.50. So it can be concluded 
that all the indicators and variables meet the convergent validity test.

Cronbach's Alpha and Composite Reliability value all of the variables also > 0.70, so it can be concluded that all 
indicators constructs are reliable or meet the reliability test.

Descriptive Analysis 
Description of variables were obtained from the data processing research based on respondents' answers to the 

questionnaire, then analysis of linear continuum was held with the steps described by Sukestiyarno (2014: 47). The number of 
groups specified can be reached in two ways: using the Sturges formula or directly into a certain number of groups according to 
the needs of data analysis. Here are the results of grouping and descriptions for each variable in this study.

Table 2 Descriptive AnalysisResult  
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Variable Score 
Percentage Category R-Square

Cross-Buying 74% High 0.52165
Customer Loyalty 74% High 0.581176

CRM 70% High
Customer Satisfaction 77% High 0.545639  

From the 4 variables examined, all variables enter into the category of "High" which means that variable in 
accordance with the perception of respondents.

Hypothesis Testing 
To test the influence of the variables to Customer Loyalty, we used Partial Least Square analysis - Structural Equation 

Modelling (PLS -SEM). SEM is one part of the statistical models that look for relationships among several variables (Hair et al, 
2010: 634).

Given the purpose of the study is to make predictions on the relationship independent and dependent variables will be 
used equation VBSEM / PLS SEM with processing tools using applications Smart-PLS (Indrawati, 2015: 198).

Tabel 3 SmartPLS Testing Result 

Variable Path 
Coefficient T Value

Hypothesis 
Test R-Square

Customer Loyalty -> Cross-
Buying

0.335807 1.995 Significant **

Customer Satisfaction -> Cross-
Buying

0.434539 2.654 Significant ***

Customer Relationship 
Management-> Customer 

Loyalty
0.166596 1.348 Significant *

Customer Satisfaction -> 
Customer Loyalty

0.630973 4.944 Significant ****

Customer Relationship 
Management -> Customer 

Satisfaction
0.738674 11.199 Significant **** 0.545639

0.52165

0.581176

Note: **** significant at the 99.95% confidence level, *** significant at the 99.5% confidence level, ** significant at 
97.5%, and * significant at 90% confidence level

Based on the results of data processing, it is proven that CRM has significant effect on Customer Satisfaction, and 
this strengthens the research conducted by Ata & Toker (2012), Padmavathy et. al, (2012), and Wang (2013), where the 
research was conducted also in the service industry but it is done in developing country. The similarity of the industrial sector 
makes these variables also affect the same.

Use of Customer Relationship Managementjuga proved a significant effect on customer loyalty to the use of  Astinet
in Indonesia, in line with the results of CRM research has been done before by Munyaradzi Nyadzayo & Saman Khajehzadeh 
W. (2012). Where this research, eventhough exercised in the automotive industry, but in developing countries. The object of 
research conducted both in developing countries, making this variable have the same effect.

Customer Satisfaction also proved significant effect on Customer Loyalty in the use of dedicated internet in 
Indonesia, in line with the results of Customer Satisfaction has been done before by Cater & Cater (2009) where the study took 
a background both in business to business scheme, but in the manufacturing industry , These results are also consistent with 
Kitapci (2013) because of the similarity in the service industry background, and also Yang (2015) which background of equally 
telecommunication industry scale in China.

The results of processing the data also showed a positive effect on customer satisfaction toward Cross-Buying is in 
line with research Padmavathy et al. (2012) were both performed in the service industry and is done in the same region. So this 
variable was also the same effect. In addition, these results are also consistent with research Ngobo (2005), where the studies 
were conducted in the field of finance industry. Research Hong & Lee (2012), also showed a similar thing and do the same in 
the Asian region, so these results indicate similar.

Results of testing the hypothesis also states that the Customer Loyalty significant effect on Cross-Buying on the use 
dedicated internet in Indonesia. And this is in line with the results of research that has been done before by Padmavathy et al. 
(2012) where the study took a background both in the service industry and do in the region, so the results were remarkably 
similar.

 
Managerial Implications 
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This study aims to determine customer loyalty in the dedicated Internet service in Indonesia. This study also examine the
variables that influence customer loyalty. Based on the results of the discussion of empirical data analysis and hypothesis 
testing, it can be concluded as follows:

1. Based on the descriptive analysis showed that customers give high ratings to variable Customer Relationship 
Management (71%), Customer Satisfacton (76%), and Customer Loyalty (74%), and Cross-Buying (74%). This 
shows a good perception on Customer Relationship Management (CRM), Customer Satisfaction, Customer Loyalty, 
and Cross-Buying

2. Customer Relationship Management have positive significant effect on Customer Satisfaction with the path 
coefficient 0.738 and value of 11.199 t-value for significance of 99.95%

3. Customer Relationship Management also have significant positive effect on customer loyalty with path coefficient 
0.166 and a positive significant effect with t-value 1.34 for significance of 90%

4. Customer Satisfaction have positive effect on Customer Loyalty with path coefficient 0.631 and the value of 4,944 for
significance of 99.95%

5. Customer Satisfaction have positive effect on Cross-Buying with path coefficient 0.434 and t value of 2,654 for 
significance of 99.5%.

6. Customer Loyalty have positive effect the Cross-Buying with path coefficient 0.335 and t-value 1.995 for significance 
97.5%

Limitations and Future Research Direction 

Customer Loyalty for the variable whose value is the lowest is located at Customer Relationship Management 
variables than any other variable. This means that customers still feel that the proximity between the customer and XYZ is not 
in accordance with what the customer wants, so be input for XYZ to be wary of attacks from competitors.
Customer Satisfaction variables have the most influence on customer loyalty so XYZ is expencted to start thinking about the 
factors and strategies to improve the satisfaction of using Astinet.

The highest values that affect customer intention to use other telecommunications service (Cross-Buying) lies in 
Customer Satisfaction. This means that customers are satisfied with the XYZ ability to deliver Astinet according to the promise. 
It is more value for XYZ to be preserved and improved, so that customers are increasingly loyal to the Astinet. And also 
deciding to make a purchase of other telecommunications products.

This study is a replication of previous studies and variables that are used do not differ from the study. Use of 
Customer Relationship Management is believed to increase customer satisfaction with effective communication so as to create 
opportunities for retention, and acquisition. In addition, according to Irawan (2008: 37) There are four main factors that 
determine customer satisfaction there are quality of products, service quality, emotional factors, and price. This study has 
shown the influence of Customer Relationship Management to customer satisfaction in the field of telecommunications, further 
research by promoting four main factors proposed by Irawan (2008: 37), is expected to strengthen the results of this research to 
the telecom products.
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Abstract  

This paper develops a research framework for analyzing customers’ perceptions of using customer-to-customer (C2C) online 
shop. This paper provides insights into consumer behavior, and the results have important implications for providers of 
marketers, managers, and designers, and system providers of C2C online shop.  
 
An empirical investigation was carried out to test the hypotheses. The samples include 196 respondents. For testing the 
relationships of the model, Multiple Linear Regression is used. The results show that trust and social influence are key 
predictors of a customer’s intention to purchase C2C online shop. These findings also indicate, based on gender, only social 
influence has a significant difference. While based on age, it indicates that only trust has no significant difference. 
 
This study not only contributes more understanding of behavior intention theories for researchers, but they also offer useful 
knowledge to those involved in promoting C2C online shop to potential purchasers. The value of the paper is that the results 
could be applied to other types of platforms using C2C such as online auction. 
 
Keywords:  C2C online shopping; UTAUT; purchase intention; performance expectancy; effort expectancy; social influence; trust  
 

1. Introduction 

The growth of Internet users drives the trend of online shopping in Indonesia. The convenience of online 
shopping has attracted Internet users to adopt online shopping as an alternative to obtain their desired products and 
services. Internet users can conveniently shopping from their place without worried about the availability of the 
products in the store, opening hours, or traffic jam. Southeast Asian e-commerce tends to be conducted in large 
eBay-style marketplaces, often with origins as online classifieds sites, where both individuals (customer-to-
customer or C2C) and companies (business-to-business or B2C) sell directly to consumers. Examples of 
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Indonesian big marketplaces are Bhinneka, Blibli and Tokopedia. Marketplaces make money by charging for 
listing space and ads on their sites and sometimes by offering shipping and processing services. 

These online shop adopters are performing their activities on regular basis using their laptops, tabs or 
smartphones. There are factors that determine the intention of an online shop adopters to perform the activities. 
This paper is trying to investigate what factors that affecting purchase intention of Indonesian people on C2C 
online shop. By using UTAUT framework, how much the performance expectancy, effort expectancy, social 
influence, and trust will be examined. 

2. Literature Review 

2.1. Theoretical Foundation in E-Commerce Adoption Research 

Technology Acceptance Model is one of the most commonly used model by researchers to study about the 
acceptance of a new technology. It studies about correlation between two main variables, which are perceived of 
usefulness and perceived ease of use, toward intention to use a technology (Davis, 1989). Over years, Technology 
Acceptance Model has been gradually studied and developed. The Unified Theory of Acceptance and Use of 
Technology (UTAUT) is one of several studies that is developed from this model. Vanketash et al. (2003) 
identified four variables namely performance expectancy, effort expectancy, social influence, and facilitating 
conditions that affects people intention to use or adopt a certain technology.  

Based on the several previous studies regarding purchase intention on e-commerce, this study will use three out 
of four independent variables of UTAUT, which are performance expectancy, effort expectancy, and social 
influence. While the other independent variable which is facilitating conditions is omitted and substitute by trust 
(perceived trust). The reason for excluding facilitating conditions is because it directly refers to user’s behaviour, 
but not to behavioural intention (purchase intention). In addition, according to Flavian and Guinaliu (2012), trust 
hold a significant role in creating satisfied and expected outcomes in online transaction. Hence, it is selected as one 
of the independent variables. 

2.2. Factors that influence C2C Online Shop Purchase Intention 

Based on the discussion above, in this study those factors that influence online shoppers in their intention to 
purchase are categorized into four main categories: performance expectancy, effort expectancy, social influence 
and trust.  

Performance expectancy has a direct and significant impact towards people intention to use online shop as a 
purchasing medium (Renny & Siringoringo, 2013). Based on the research conducted by Shadkam et al. (2013), 
performance expectancy has a higher impact to people’s purchase intention on online platform, compared to effort 
expectancy as a variable. In e-commerce aspect, performance expectancy measures the benefits of using Internet as 
the media of purchase, whether doing online shopping enhance people’s shopping performance compared to 
conventional way. 

Furthermore, in performance expectancy, intention to purchase on online shop also related to individual’s 
personal behavior, since shopping in online shop is less formal and less interactive compared to conventional shop. 
(Sareen & Jain, 2014). Someone with self-centered behavior tend to have a higher intention to use online shop as 
medium of shopping that shopping in conventional way (Homer & Kahle, 1988).  

 
H1: There is a positive relationship between performance expectancy and purchase intention on C2C online shop. 

 
Not only for determining the level of intention to use on technology, both of perceived of usefulness and 

perceived ease of use also showed a significant impact on the purchase intention on online shop (Honarbakhsh et 
al., 2013). On the e-commerce aspect, effort expectancy determine the degree of how people perceived that using 
online shop as media of transaction could help them to purchase product with less effort compared to the 
conventional transaction (Chui et al., 2005). Moreover, effort expectancy refers to easiness of navigating the 
website, accessing the information, and ordering the products (Reibstein, 2002).  
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Website design or the platform interface also have a significant impact on the effort expectancy. According to 
Lee and Lin (2005), there is a good relationship between a good and user-friendly website design towards customer 
satisfaction on doing online shop, resulting in increase of users’ intention to purchase. In contrast, users will avoid 
using complicated website or interface that is hard to navigate, which leads to the decrease of people intention to 
purchase on online shops (Chui, Lin, & Tang, 2005; Green, Pearson, & Pearson, 2007). 

There are two major effort expectancy aspects that significantly affect people intention to purchase on an online 
shop, which are expected of visualization and expected convenience (Sareen & Jain, 2014). Expected visualization, 
which are includes the visualization of website and products, could increase people purchase intention if the 
website use good template, user-friendly colour-scheme, readable font and font-size. On the other hand, product 
visualization related by the picture quality of product and angles of product that could be view. Moreover, 
expected convenience affects people intention to purchase if the website has a quick response and loading, fast 
navigation between links on website, and good search engine facility. 

  
H2: There is a positive relationship between effort expectancy and purchase intention on C2C online shop. 

 
Social influence, also refers as subjective norm, is influence towards certain behaviour or activities that is 

caused by social pressure such as relatives and friends (Ajzen, 1991). In e-commerce context, people could have a 
higher purchase intention if they know their relatives or friends doing an online shopping, or if their relatives 
recommend of doing it, and it refers to social pressure (Sareen & Jain, 2014). Social influence could have a 
significant relationship toward purchase intention of Indonesian people, since Indonesia is categorized as 
collectivist country, scoring a very low score in individualism on Hofstede dimension (ITIM International, 2016). 
Thus, most of them will consider to follow the trends in society, especially from family and friends (Atilgan-Inan 
& Karaca, 2011). 

 Social influence is not limited to the influence of close relatives such as friends and families. The trend in 
society also has a significant impact to people’s purchase intention (Sareen & Jain, 2014). In this context, people 
could perceived that online shopping is a new trend for shopping, hence they will try and adopt online shopping as 
their status symbol. 

 
H3: There is a positive relationship between social influence and purchase intention on C2C online shop. 

 
Compared to the conventional way of shopping, perceived trust by the consumers holds a significant role for e-

commerce since there is lack of face to face interaction between seller and buyer that may affects people intention 
to do online purchasing (Mohseni & Sreenivasan, 2014). Based on its definition, trust refers to buyer’s perception 
about seller’ behaviour and honesty (Chervany & McKnight, 2001). The main dimension of online trust involves 
security, reliability, and privacy as the benchmark to measure if an online shop is trustworthy or not. As the result, 
people assumed that big e-commerce companies is more reliable and trustworthy compared to small online shop, 
affecting people to have higher purchase intention on online shop (Koufaris & Sosa, 2004). 

 Moreover, since online transaction is perceived to have a higher risk compared to conventional 
transaction, trust is used to reduce buyer’s concern over seller’s behaviour that might negatively impacts people 
intention on purchasing product from online shops (Chui, Lin, & Tang, 2005). Therefore, to gain the trust, seller 
should be more transparent and responsible for the transaction in order to have a better long-term relationship with 
the buyers.  

 
H4: There is a positive relationship between perceived trust and purchase intention on C2C online shop. 

3. Methodology 

The study was conducted using quantitative approach and the questionnaire was distributed online. The 
questionnaire was developed by reference to previous studies. 

Target respondents were Indonesian people within he population used in this research are Indonesian people 
within the age group of 18–45 years old. The purposive sampling is used to limit the respondents into the digital 
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native or young generations (18-35 years old) as well as middle aged people or older generation (35-45 years old). 
But it is not limited to people who had already purchase products from C2C online shop. While the quota sampling 
is set with the limit of 200 respondents. Within 200 respondents, it was expected to have a fair and reasonable 
number for respondents based on the gender and age group.  

The questionnaire was developed based on a set of measurement items according to the original UTAUT model, 
the modified UTAUT model (UTAUT2), other researches related to e-commerce, ICT acceptance and the 
consumer literature (Venkatesh et al., 2003). Following the procedure explained, the questionnaire consists of 15 
items that were rated on 6-point Likert scale varying from strongly agree to strongly disagree. A pilot study 
performed on a selection of 20 university students who had previous experience in online C2C purchasing, while 
subjects who had not formerly purchased anything online were removed. Built on the findings of this pilot study, 
only small alterations were made to the phrasing of some items to enhance additional simplicity and easiness. 

4. Findings 

To examine the relationship between independent variables with dependent variables, multiple regression 
analysis is used. Before conduction the analysis, tests concerning validity and reliability were carried out to ensure 
the data used in this study met requirements of multiple regression analysis. The table below presents the multiple 
regression results. 

Table 1.  Multiple Regression towards Purchase Intention 

Model Summary 

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

1 .724
a
 .524 .514 .80316 

ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 

Regression 135.666 4 33.916 52.578 .000
b
 

Residual 123.207 191 .645 
  

Total 258.872 195 
   

 
Coefficientsa

 

Model Unstandardized Coefficients Standardized Coefficients t Sig. 

B Std. Error Beta 

1 

(Constant) .413 .321 
 

1.287 .200 

PE .094 .070 .103 1.346 .180 

EE .113 .073 .111 1.565 .119 

SI .467 .061 .473 7.605 .000 

TR .237 .061 .216 3.884 .000 

 

From the Table 1 above, it can be seen that the adjusted R square value for the regression model is 0.524, which 
means that in this model 52.4% of variances on purchase intention are explained by the independent variable 
collectively, and the significance value of the regression model is .000 which means that independent variables 
involved in this model collectively have a significant correlation with the dependent variable, which is C2C online 
shopping purchase intention. From Table Coefficients, only two of variables have a significance value below 0.05, 
which are social influence and trust, while the others have a significance value greater than 0.05. These reflect that 
among four variables proposed as determinant factors of C2C online shopping purchase intention in this study, 
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only two variables: social influence and trust, positively and significantly influence Indonesian C2C online 
shopping customers in their intention to purchase. So in this study, H3 and H4 are fully supported. 

In order to compare the results between the demographic of Indonesian consumers, an independent sample t-test 
is conducted to compare the consumers based on their gender and age. The result shows from 98 male and 98 
female respondents, only one variable (perception towards social influence) has a significant difference. While 
comparison based on age indicates there are three variables have significant differences between young generation 
and older generation respondents’: perception towards performance expectancy, effort expectancy and social 
influence. 

5. Conclusions and Recommendations 

5.1. Conclusions 

Based on the analysis, both performance expectancy and effort expectancy does not have a significant impact on 
people’s purchase intention on C2C online shop. It indicates people do not necessarily feel that their shopping 
performance is more efficient compared to the conventional way. People do not consider online shop is a more 
enhance way to do the shopping. While on effort expectancy, previous study by Chui et al. (2005), indicates 
similar result that even though online shop is sometimes helpful in some particular occasion, but the effort of using 
it is not less than the effort of shopping in a conventional way. 

Social influence does have an impact on people’s purchase intention on C2C online shop. As a collectivist 
country, hence Indonesian people value others opinions and recommendations more than in the individualist 
country (ITIM International, 2016). Moreover, people could have a higher purchase intention if they know their 
relatives or friends doing an online shopping, or if their relatives recommend of doing it, and it refers to social 
pressure (Sareen & Jain, 2014). 

Trust does have an impact on people’s purchase intention on C2C online shop. Similar study by Mohseni and 
Sreenivasan (2014) shows similar result that perceived trust by the consumers holds a significant role for e-
commerce since there is lack of face to face interaction between seller and buyer that may affects people intention 
to do online purchasing. Therefore, in order to succeed, e-commerce businesses should inform a clear warranty for 
the transaction to the customers.  

Comparison based on the gender, only social influence is perceived significantly different by male and female 
respondents. Male respondents have a significantly higher means in terms of social influence. On the other hand, 
based on the age, performance expectancy, effort expectancy, and social influence are perceived significantly 
different by young and old respondents. Old respondents have a significantly higher means in all three variables 
mentioned.  

Even though both of performance expectancy and effort expectancy have not a significant impact towards the 
purchase intention, these variables affect young and older respondents differently. Older generation considered 
online shopping more efficient compared to the conventional way. In addition, older generation is not considered 
as the digital native. Therefore, older generation tends to prefer platform that is easy to navigate and simple.  

For the social influence, people could have a higher purchase intention if they know their relatives or friends 
doing an online shopping, or if their relatives recommend of doing it, and it refers to social pressure. Male and 
older respondents value other people opinions higher compared then female or young respondents. In order for 
businesses to successfully targeting male or older customers, they should give a good impression towards their 
platform. If the platform gives a good experience to the visitors, those visitors will spread the word about the 
platform and it will engage on the male or older respondents. 

5.2. Recommendation 

This study intends to have a better insight on purchase intention of C2C online shop in Indonesian market. 
However, the questionnaires only distributed into only several cities It is expected to have respondents from many 
other cities in Indonesia. Moreover, it could also specify on some particular cities, and even comparing cities and 
regions in Indonesia. 
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The four independent variables that used in this study have not been able to fully explain the factors that 
affecting purchase intention on C2C online shopping. Based on the research and other studies related to online 
purchase intention, there are two new possible independent variables that could be studied for the next research, 
which are price and product variety. First, price is selected since based on Reed (1999), 85% of consumers look for 
price information when they shop online. It is visible that price is an important cue for consumers choosing online 
shopping. However, Chiang & Dholakia (2003), found that price is the motivation that has the greatest impact on 
the possible of online purchase, which showed it influence negatively or positively the likelihood of purchase 
behavior when the price is relatively high or low compared with market price. 

Secondly, product variety is chosen because according to Moe (2003), a broad variety of category-level 
websites are likely get more visit from hedonic browsers. While, product-level pages are likely to attract goal-
directed buyers as it provide more targeted and relevant information. According to Park et al. (2012), browsing on 
the Internet will improve shopping efficiency because the ease of access to comparable items and thus enabling 
better product choice when encounter a variety of products. Last but not least, further research is recommended on 
specific type of  C2C, for example auction sites. 
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THE INFLUENCE OF INTEREST INCOME, NON-INTEREST 
INCOME, AND INCOME DIVERSIFICATION ON RISK-

ADJUSTED RETURN ON ASSET OF STATE-OWNED 
COMMERCIAL BANKS IN INDONESIA LISTED IN THE 

INDONESIA STOCK EXCHANGE PERIOD 2003-2014 

Abstract 

 

This study investigated the influence of interest income, non-interest income, and diversification income toward 
profitability which is proxied by Risk-adjusted return on assets (RAROA), using 4 sample of state-owned 
commercial banks in Indonesia listed at Indonesia Stock Exchange period 2003-2014. 
 In this study, researcher using panel data analysis. Variables used in this research are the interest 
income, non-interest income, and income diversification as an independent variable and profitability of the bank 
which is proxied by Risk-adjusted Return on Assets as the dependent variable with a significance of 95%. 
 Based on test results using panel data regression, it can be concluded that the interest income, non-
interest income, and income diversification, simultaneously have a significant influence on Risk-adjusted Return 
on Assets. Non-interest income partially not have a significant impact Risk-adjusted Return on Assets., whereas 
interest income and income diversification has a significant influence partially on Risk-adjusted Return on Assets.

 
 
 

Keywords: Interest income; Non-interest income; Income Diversificatio; Profitability; Risk-adjusted Return On 
Asset. 

1.  Introduction 

The financial results of the ten biggest banks showed that since 2004 the percentage of total interest income to 
total operating income reached 89% and then decreased to the level of 82% in 2010[1] . However, non-interest 
income showed the contrary, which has been increasing since 2004 at the level of 11% and continuing to a level of 
18% in 2010. The research department of Indonesia Finance Today[1] showed that the activity of non-interest bank 
such provisions, commissions, profit / losses, assets recovery, derivative transactions, securities and other banking 
operations have sustained income. The trend of increasing non-interest income is attributable to compete in 
banking credit increasingly tight so that the profitability of the banks obtained from credit was reduced. 

The increase of non-interest income turns out the latest trends in the world economy. The trends of world 
economy integrated with intense competition driven by financial deregulation in Indonesia has encouraged 
commercial banks to diversify the range of financial services they offer to clients[2]. Diversification of products 
under this new environment tends to increase the share of non-interest income gains. 
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Diversification of income is the ability of banks to earn fee-based income, and diversification of fund 
placements, as well as the application of accounting principles in the recognition of revenues and costs[3]. Fee based 
income is an income earned from banking services provided by banks. At the same time, Bank Indonesia has also 
adopted a banking policies to encourage commercial banks to diversify their revenue to the activities of non-
traditional. 

Diversification of revenue to non-traditional activities important in balancing the traditional earnings decline 
since the Asian financial crisis of 1997[2]. Lessons learned from the global financial crisis is the importance of bank 
lending aware of the risk of excessive[4]. If these conditions occur, can lead to the banks experiencing financial 
problems, so it can have an impact on the profitability and soundness of banks. Therefore, banks do strategies to 
attract outside interest income revenue, namely by diversifying revenues, by exploiting the potential of non-interest 
income[4] . 

Potential dig earnings in the sector non-interest income was driven by various factors such as competition in the 
banking credit is getting tighter, changes in information and communication technology that causes a change in the 
strategy of production and distribution and government deregulation, globalization, the integration of financial 
markets, as well as a set of communities, which bans interest transactions[5]. 

Bank of Indonesia urged banks in Indonesia to increase revenue in terms of non-interest income. That is because 
the income derived from interest income is considered unstable, because the movement of lending depends on the 
cycles of economic activity. The tight competition in the pursuit of interest income, made it difficult to lower the 
cost of funds and make loan interest rate is higher than other countries[6] . 

Based on this phenomenon, hence the need for a study to determine the effect of interest income, non-interest 
income and income diversification towards Risk-adjusted Return On Asset. In conducting this study, researchers 
used a method of panel data, and hypothesis testing by F test and t test. 

 
2.  Basic Theory and Methodology 

2.1  Profitability Bank 
Profitability is one of the assessment factors of the Bank. Profitability indicators are as Net Interest Margin 

(NIM), Net Non-Interest Margin (NNIIM), Net Operating Margin (NOM), Return on Assets (ROA) and Return on 
Equity (ROE)[7] . Profitability assess the company's ability to make a profit on the level of sales, assets, and certain 
share capital [8] . 

 
2.2 Operational Risk Bank 
Risk is the uncertainty associated with a particular event[7] . Here is a popular risk measurement in financial 

corporations [7]: 
1. The standard deviation (σ) or variance (σ2) of the stock price. 
2. Standard deviation or variance of net income. 
3. Standard deviation or variance of return on assets and return on equity. 

 
Risk-adjusted Return on Assets 
As profitability measures[10], researchers using Return On Assets (ROA). To adjust this measures for risk 

(volatility), researchers calculated the standard deviation of each sample bank into the ent ire period. So, the 
researchers describe the profitability and risk variables into Risk-adjusted Return on Assets 
(RAROA). RAROA calculation is done as follows[10] : 

RAROA= ROAi, t /  ROAi         (1) 
Where, 
σ = standard deviation of ROA; 
i = bank; 
t = year. 
 
2.3 Interest income 
Interest income represents income received in the form of interest on loans as a conduit of funds to the 

community, both people and other financial intermediaries[8]. Interest income includes working capital, investments 
and foreign currency loans, installment, overdraft and credit card[11]. In this study, researchers used the proportion 
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of interest income (NIIs) to net operating income to measure the proportion of interest income. The calculation 
of net operating income is done by summing net interest income to net non-interest income. 

Thus, NIIs calculation is done as follows[10]: 
NIIs = Net interest income  
           Net operating income        (2) 

 
2.4  Non-interest income 
Non-interest income is income derived from the provision, fees or commissions obtained a bank that is not an 

interest income[8]. This revenue can also be obtained from the marketing of products, transaction banking services, 
knowledge-based income, which includes fee-based or income earned from non-traditional banking business[11]. In 
this study, researchers used the proportion of net non-interest income (NNIIs) to net operating income. The 
calculation of net operating income is done by summing net interest income to net non-interest income. 

Thus, NNIIs calculation is done as follows[10]: 
 NNIIs = Net non-interest income 
      Net operating income          (3) 
 
2.5  Diversified Income 
Diversification of income is the ability of banks to earn fee-based income, and diversification of fund 

placements, as well as the application of accounting principles in the recognition of revenues and costs[3] . The aim 
is to measure the bank's ability to generate revenues from fee-based services. The higher fee-based income of banks 
indicating diminishing dependence on revenues from the distribution of funds. 

Here is the calculation of income diversification using the HHI[10]: 
DIV = 1 - (NIIs2 + NNIIs2)          (4) 
Where: 
DIV = Diversified Income 
NIIs = The proportion of net interest income (Net Interest Income share) 
NNII = The proportion of net non-interest income (Net Non-Interest Income share) 
 

3.  Framework 
Based on the previous research and their theory, the framework in this research are: 
 
 
 
 
 
 
 
 
 
 
 
 

 
Description:   Partial 

- - - - - - Simultaneous 
Fig. 1 Framework 

Source: Data processed 
DISCUSSION 

Data analysis technique used is the panel data regression. Hypothesis testing techniques used were F test and t 
test. In using panel data analysis, the researcher tested the suitability of the model using the Chow test to determine 
the model of the Common Effect (H0) or model Fixed Effect (H1) that is suitable for this study. 

 

Independet Variable 

Dependent Variable  
Net Interest Income 
share (NIIs) (X1) 

Net Non-Interest 
Income share 
(NNIIs) (X2) 

Diversified Income 
(DIV) (X3) 

Risk-adjusted return 
on Asset (RAROA) 

(Y) 

182



 

  Table 1. Chow Test Results 
Redundant Fixed Effects Tests   
Pool: BUMN    
Test cross-section Fixed Effects  

Effects Test Statistic   d.f.  Prob.  

Cross-section F 121.414064 (3,41) 0.0000 
Cross-section Chi-square 109.963816 3 0.0000 

  Source: data processed (2016) 
 

Based on Table 1, note that the value of F 0.0000 prob.cross-section ˂ 0:05, so that H1 is accepted, so that the 
model used is a model Fixed Effect. Then the test model will be followed by Hausman test, to determine the model 
of random effect (H0) and a model Fixed Effect (H1) that is suitable for this study. 

 
  Table 2. Hausman Test Results 

Correlated Random Effects - Hausman Test  
Pool: BUMN    
Test cross-section random effects  

Test Summary 
Chi-Sq. 
Statistic Chi-Sq. d.f. Prob.  

Cross-section random 364.242192 3 0.0000 
  Source: data processed (2016) 

 
Based on table 2, note that the value prob.cross-section random is 0.0000 ˂ 0.05, then H0 is rejected. So this 

research using a model Fixed Effect. 
 
  Table 3. The test results by Fixed Effect Model 

Dependent Variable: RAROA?   
Method: Pooled Least Squares   
Date: 05/02/16   Time: 21:22   
Sample: 2003 2014   
Included observations: 12   
Cross-sections included: 4   
Total pool (balanced) observations: 48  

Variable Coefficient Std. Error t-Statistic Prob.   

C 9.569795 2.494327 3.836624 0.0004 
NII? -5.457859 2.568361 -2.125035 0.0397 

NNII? 3.306962 3.952249 0.836729 0.4076 
DIV? -6.064968 2.809430 -2.158790 0.0368 

Fixed Effects (Cross)     
_BBNI—C -2.887348    
_BBRI—C 2.889884    
_BMRI—C 2.368823    
_BBTN—C -2.371359    

 Effects Specification   

(continued) 
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5 

(continuation) 
Cross-section fixed (dummy variables)  

R-squared 0.908534     Mean dependent var 4.715625 
Adjusted R-squared 0.895148     S.D. dependent var 2.673749 
S.E. of regression 0.865781     Akaike info criterion 2.683669 
Sum squared resid 30.73266     Schwarz criterion 2.956552 
Log likelihood -57.40805     Hannan-Quinn criter. 2.786792 
F-statistic 67.87546     Durbin-Watson stat 0.969345 
Prob(F-statistic) 0.000000    

  source: data processed  (2016) 
 
Based on Table 3, it can be seen the value of constant coefficients, so that panel data regression equation can be 

formed as follows:  
RAROA = 9.569795 - 5.457859 NNIIS NIIS + 3.306962 - 6.064968 DIV.  
 
From the equation above, it can be seen intercept equation coefficients of each company, namely: 
1. BBNI : (-2.887348 + 9.569795= 6,682447) means that the intercept coefficient is 6.682447, which means if 

the variable of interest income, non-interest income and income diversification value is 0, then the level of 
RAROA Bank BNI will increase by 9.569795.  

2. BBRI : (2,889884 + 9.569795= 12,459679) means that the intercept coefficients is 12.459679 which means 
that if the variable of interest income, non-interest income and income diversification value is 0, then the 
level of RAROA Bank BRI will increase by 9.569795. 

3. BMRI : (2,368823 + 9,569795= 11,938618) means that the intercept coefficients is 11.938618 which 
means that if the variable of interest income, non-interest income and income diversification value is 0, 
then the level of RAROA Bank BMRI will increase by 9.569795. 

4. BBTN : (-2,371359 + 9,569795= 7,198436) means that the intercept coefficient is 7.198436, which means 
if the variable of  interest income, non-interest income and income diversification value is 0, then the level 
of RAROA Bank BBTN will increase by 9.569795. 

 
In general, the above equation means RAROA coefficient (Risk-adjusted return on assets) amounted to 

9.569795, which means that if the variable of NIIs, NNIIs, as well as the company DIV constant, then the level 
RAROA of BUMN banks will increase by 9.569795. NIIs coefficient (net revenue interest) of -5.457859, which 
means if there is a change, NIIs rise by 1 unit (assuming other variables constant) then the level RAROA of BUMN 
banks will be decreased by 5.457859 units. NNIIs coefficient (net non-interest income) amounted to 3.306962, 
which means if there is a change, NNIIs rise by 1 unit (assuming other variables constant) then the level RAROA 
of BUMN banks will increase by 3.306962 units. The coefficient DIV (diversification of income) of -6.064968, 
which means if there is a change, DIV rise by 1 unit (assuming other variables constant) then the level RAROA of 
BUMN banks will be decreased by 6.064968 units. 

Table 3 shows that the value of prob (F-Statistics) is 0.00000, then, 0.00000 <0.05. Then H0 is rejected, which 
means the net interest income (NIIs), net non-interest income (NNIIs), and income diversification (DIV) together 
have a significant effect on the BUMN bank in Indonesia RAROA period 2003-2014. 

The value of the coefficient of determination is determined by R-squared, is equal to 0.908709 or at 90.8709%. 
This indicates that the independent variables consisting of NII, NNII, and DIV able to explain the dependent 
variable is RAROA amounted to 90.8709%, 9.1291% and the rest is explained by other variables outside the 
research. 

Based on table 3, obtained test results and analysis of the interest income (NIIs), the value of -5.457859 NIIs 
coefficient, and the value of Prob. 0.0398. Prob value of 0.0398 <0.05 means that H0 is rejected, means that NIIs 
partially has significant effect on RAROA of Indonesian BUMN bank in the period 2003-2014. Based on these in 
accordance with the provisions of decision making, then H2 is accepted. Then, NIIs coefficient is -5.457859, 
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indicating that any rise in interest income of 1 unit will lead to a reduction of the bank amounted to 5.451121 
RAROA. The effect is negative, which means the higher NIIs then the  lower RAROA would be. 

 Based on the test results and analysis conducted on non-interest income (NNIIs), obtained NNIIs coefficient of 
3.306962, and the value of Prob. 0.4070. Value Prob. 0.4070  0.05 states that H0 is accepted. This means non-
interest income (NNIIs) had no significant effect partially on RAROA of Indonesian BUMN bank in the period 
2003-2014. Based on these matters in accordance with the provisions of decision making, the H3 is rejected. Then, 
from the test data, obtained NNIIs coefficient of 3.306962 indicating that any rise in NNII by 1 unit, then it will 
lead to an increase of 3.306962 RAROA unit, assuming that other variables are constant. The effect is positive 
which means that the higher NNIIs then the higher RAROA would be. 

Based on the test results and analysis conducted on income diversification (DIV), obtained a coefficient of -
6.064968, and the value of Prob. 0.0357. The value prob. 0.0357 indicating that 0.0357 <0.05, this shows that H0 is 
rejected, which means DIV partially has significant effect on RAROA of Indonesian BUMN  bank in the period 
2003-2014. Based on these in accordance with the provisions of decision making, the H4 is accepted. Then, it is 
known that the coefficient of DIV is -6.064968. Thus, the effect that formed is negative, which means the higher 
the DIV then RAROA would be lower. Conversely, if the DIV has low value, then the value of RAROA will be 
higher. 

 
Conclusion 

Based on the results of the testing and analysis of data, it could be concluded as follows: 
1. Net interest income, net non-interest income, and income diversification affected simultaneously on Risk-

 adjusted return on assets (RAROA) pf BUMN banks in Indonesia which are listed on the Indonesia Stock 
 Exchange and report the financial reports completely from the period 2003-2014; 

2. Net interest income partially had significant effect on the risk-adjusted return on assets (RAROA)  of 
 BUMN banks in Indonesia which are listed on the Indonesia Stock Exchange and report the financial 
 reports completely from the period 2003-2014; 

3.  Net non-interest income had no significant effect partially on Risk-adjusted return on assets (RAROA) of 
 BUMN banks in Indonesia which are listed on the Indonesia Stock Exchange and report the financial 
 reports completely from the period 2003-2014; 

4. Diversified revenue partially had significant effect on the risk-adjusted return on assets (RAROA) of 
 BUMN banks in Indonesia which are listed on the Indonesia Stock Exchange and report the financial 
 reports completely from the period 2003-2014. 
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Abstract 

This research purpose is to analyze the effect of leverage, free cash flow, and firm size on earnings management of 
mining companies listed on Indonesia Stock Exchange 2010-2014. Earnings management is managerial activity to intervene in 
financial statements to generate the desired profit level in income statement. This study uses discretionary accruals as a proxy 
for earnings management, and Jones Model was used for calculation of discretionary accruals. 

The population in this study is all mining companies registered in Indonesia Stock Exchange period of 2010-2014. The 
samples used are selected using purposive sampling method. Data were analyzed using panel data regression analysis. 

The results of study showed that leverage, free cash flow, and firm size have a significant effect on earnings 
management simultaneously. In partial variable firm size have a significant effect on earnings management with a positive 
direction. While variable leverage and free cash flow have no significant effect on earnings management. 
 
Keywords: Earnings Management, Leverage, Free Cash Flow, Firm Size. 

 
1. Introduction 

The rapid development of business and economic and the increase of a fiercer competition have forced the 
companies to survive and create excellence in their business field. To be able to compete and grow, the companies 
need extra capital to support the operational activity, therefore many companies are taking alternative by 
borrowing funds from the bank or doing stock offering to the public. However, in order to get the funds, the 
company must gain the trust of the creditor as well as the investor in advance. 

The financial statement is one of the information sources about the company condition and performance 
as well as a communication tool regarding the management work result and the management responsibility to the 
stakeholder of the resources entrusted to them. Information contained in the financial statement can become the 
foundation for the stakeholder in measuring the company’s ability based on the management’s ability to manage 
the resources and generate profits which presented in the income statement.  

Profit is one of the main indicators to measure the management performance and responsibility. The profit 
information can be used as a guide for investing which helps the investors or other parties in assessing the 
company’s earning power (ability to generate profits) in the future. The tendency of profit observing is realized by 
the management especially the manager whose performance is measured based on that profit statement, thus 
encouraging the emergence of earnings management actions. 

Earning management is a management intervesion against the financial reporting process in order to gain 
advantage, both for management and company. Earning management practice has shown the accounting fraud with 
the findings of manipulation indication of financial statements made by the companies especially in Indonesia 
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mining sector including PT. Bumi Resources, and their two subsidiaries PT. Kaltim Prima Coal (KPC) and PT. 
Arumtim Indonesia,  also PT. Ancora Mining Service (AMS). PT Ancora Mining Service (AMS) which was 
reported by Forum Masyarakat Peduli Keadilan (FMPK) to the Tax General Directorate (Direktorat Jenderal Pajak 
- DJP) of Ministry of Finance on 2011 for alleged manipulation of financial statement that was seen in the revenue 
of 34.9 billion rupiahs but there was no investment activity and the discovery of the evidence of 18 billion rupiahs 
interest payment whereas the AMS claims to have no debt. FPMK also found the evidence of 5.3 billion rupiahs 
amounts of receivable but there is no clarity in that transaction (www.republika.co.id, 2011). 

Earning management practices conducted PT. Bumi Resource, Tbk can be indicated affected by the 
leverage. Leverage arises due to the emergence of financing activities of the company to add cash used in 
operating companies through loans to other creditors.  

Free cash flow is another factor indicated that has effects on earnings management, if the company has 
high free cash flow will potentially tend to do earnings management with increasing profit scheme.  

Earning management can be seen from firm size. The firm size is the scale to classify big or small the 
firm is. According to Upayarto (2013) big firm at certain condition will decrease the profit report due to the 
reported profit is minor that can save the paid tax and employees wage raise demand. Whereas Nariastiti and 
Ratnadi (2014) state that small firm tend to apply Earnings Management practice to show good company 
performance in order to gain investors to invest their capital in the companies. 
 
2. Literature Review 
2.1.  Leverage and Earnings Management 

Leverage is the ratio of the total liability with the total asset. The higher the leverage ratio, it means the 
higher the company debt. Leverage arises because of the funding activity by the company to add cash used in the 
company operation by loan propose to the bank, other parties, or creditor. The company that has a high leverage 
caused by the number of loan than the company’s asset is alleged to do earnings management practices because 
that company is threatened to default which unable to meet the obligation to pay the loan on time. The company 
will try to avoid it by creating a policy which can levitate the incomes and profits (Widyaningdyah 2001). High 
leverage can also make the company having difficulties on gaining extra funds by loan because the creditor refused 
to give the loan since they need assurance for that loaned fund. 

2.1.2. Free Cash Flow and Earnings Management 
Free Cash Flow is an actual cash flow which is distributed to the investor after the company completed all 

the required investments and work capitals to keep the operation sustainability (Agustina, 2013). Free cash flow is 
one of the causes of the agency conflict that will cause agency cost. Where free cash flow which meant to be used 
as the loan payment, and the payment to the stakeholder in dividend form, used by the managers for their personal 
needs. The management prefers to invest their free cash flow to the new project rather than sharing it to the 
stakeholder (by dividend or buying back stock). The manager can chose to invest in a non-profitable project or in 
an over risky project for their own benefits so it can harm the company. The manager can hide the information 
about the activities with manipulating the account number by the act of opportunistically earnings management by 
the management to increase the reported profits so it can cover the company’s terrible performance. 

2.1.3 Firm Size and Earnings Management 
According to Marachi (2001); the firm size is a scale to classify big or small a firm is, in Setyaningrum and 

Sari (2011) big size firms have bigger investor basis, thus they get stronger pressure to deliver a more credible 
financial statement. Therefore, big firmswill be more careful to deliver the financial statement where the 
management’s pressure to do earnings management practice will be decreased. Where the bigger firm size, then 
the bigger the firm profit and also the bigger tax (political cost) that the firm must pay. So the firms will prefer a 
method which can decrease the profit to decrease the tax that the firm must pay. 

 
3. Methodology 

The population in this research is all mining companies registered in the Indonesia Stock Exchange in the 
period of 2010-2014. The mining companies registered in the Indonesia Stock Exchange during the research period 
are 39 companies. The sample selection method used in this research is non probability sampling, with purposive 
sampling technique.  
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The data analysis used in this research is panel data regression analysis. According to Yamin et al 
(2012:2) there are several models which can be used to estimate the panel data regression model, such as common 
effect, fixed effect, and random effect. Where to determine which model is the most appropriate to estimate the 
panel data regression, is the chow test, and the hausman test. 

 
4. ANALYSIS AND DISCUSSION 

4.1. The Panel Data Regression Equation 
Based on the method testing that has been conducted then the method used in the panel data regression is the 
fixed effect method. The following is the test result with using fixed effect model 

 
Table 1 
Fixed Effect Model 

Variabel Coefficient Std. Error t-Statistic Prob.   

C -4.121781 1.057738 -3.896787 0.0005 

LEV 0.197631 0.158396 1.247704 0.2209 

FCF -0.010336 0.110165 -0.093820 0.9258 

UKP 0.327129 0.086300 3.790589 0.0006 

 Effects Specification   

Cross-section fixed (dummy variabels)  

R-squared 0.649848     Mean dependent var -0.078038 
Adjusted R-squared 0.533131     S.D. dependent var 0.146279 
S.E. of regression 0.099949     Akaike info criterion -1.545131 
Sum squared resid 0.329665     Schwarz criterion -1.063355 
Log likelihood 46.76545     Hannan-Quinn criter. -1.365530 
F-statistic 5.567718     Durbin-Watson stat 2.167405 
Prob(F-statistic) 0.000057    

    Source: the output result of the Eviews 7 
 

According to table 1, it is found that the probability value (F-statistic) is 0.000057. The probability value 
(F-statistic) amount of 0.000057 < 0.05  so H01 is rejected which means leverage, free cash flow, and the company 
size are simultaneously or  altogether having a significant effect to the earnings management of the mining 
companies registered in the Indonesia Stock Exchange on the period of 2010-2014. 

Based on the table 1, it is found that the value of R2 (Coefficient determination) amount of 0.649848 or 
64.9848 %. It shows that the independent variable which consists of leverage, free cash flow and the company size 
are able to explain the dependent variable which is the earnings management amount of 64.9848 % whereas the 
rest of 35.0152% is explained by the other variable outside this research. 

 
4.2. The Effect of Leverage to Earnings Management  

Based on the test on table , the leverage variable regression coefficient value is 0.197631 with positive 
direction. Based on descriptive from 55 total observation data, the majority of leverage worth below average is 36 
samples or equivalent with 65%, whereas 10 samples or equivalent with 28% are doing income increasing and 26 
samples or equivalent with 72% are doing income decreasing. Whereas 19 samples have above average leverage 
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value or equivalent with 35%. Where 5 samples are doing income increasing and 14 samples are doing income 
decreasing. 

The majority of the samples that have below average leverage value is 65% which can describe that the 
majority of the mining companies in this research sample have the ability to pay their obligations, which shown by 
the low leverage majority which means that the mining company on the sample reduce the usage of debt on 
funding the asset. Where theoretically delivered on the state of mind that the company which has a high leverage 
ratio level tend to do earnings management practice by increasing its profits. So in this research, leverage does not 
significantly affect the earnings management.  

 
4.3. The Effects of Free Cash Flow on the Earnings Management 

According to the test result on table 1, the free cash flow variable has a negative direction. Based on the 
description, from the total of 55 observation data, the majority of the free cash flow has above average value for 37 
samples or equivalent with 67%, where 8 samples or equivalent with 22% are doing income increasing and 29 
samples or equivalent with 78% are doing income decreasing, whereas 18 samples have below average leverage 
value or equivalent with 33%. And where 7 samples are doing income increasing and 11 samples are doing income 
decreasing. 

 The free cash flow value in this research is mostly above average, namely 37 samples or equivalent with 
67%. The high free cash flow shows that the companies have big actual cash for debt payment and dividend. 
Therefore the companies do not need to manipulate the profit. This shows that the free cash flow value of a 
company does not significantly affect the value of discretionary accruals if the free cash flow faces escalation. This 
does not mean it is followed by the earnings management increasing, and vice versa. White et al (2003:68) in 
Agustia (2013) states that the bigger the free cash flow available in a company, the healthier the company is. 
Kangarluei et al (2011) in Agustia (2013) finds that the smaller the free cash flow value of a company does not 
have any significant effect on the earnings management probability. 

 
4.4. The Effects of the Firm Size to the Earnings Management 

 Based on the testing on table 1, the firm siza does not have any significant effect on the Earnings 
Management. The net profit variable regression coefficient value is 0.327129 with positive direction. This research 
result rejects the research of Wuryani (2012), Nariastiti and Ratnadi (2014) which states that the firm size have 
negative effect on the Earnings Management, which means the bigger the firm size is, then the smaller the 
Earnings Management practice is. Whereas the result of this research shows that the firm size  has positive 
direction with Earnings Management indication done by the company. 
 This means that the bigger the firm size, the bigger the probability of Earnings Management indication. 
This is because big companies are forced to fulfill the demands of the stakeholders, particularly the investors and 
creditors, because the big company will keep the trust from the stakeholders to keep investing their funds. And this 
result accepts the positive accountancy theory stated by Watts and Zimmerman (1986) in Shita (2011) which states 
that the size of the used in the political budget guide and political budget will keep increasing along with the 
increasing of the company size and risks. 
 
5. Conclusion 

The results of this study indicate that only the size of the companies that show the effect on earnings 
management. While the leverage that describes the level of debt and free cash flow do not affect earnings 
management. 
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Abstract  

The number of the active Internet users in Indonesia has  increased immediately. The activity of instant 
messaging get a large part of the activities when accessing the internet. Business competition in the instant 
messaging applications are increasingly competitive. Through this research it will be known how the positioning of 
the five brands of instant messaging applications those are BBM, Facebook Messenger, Hangouts, LINE, and WA 
based on user perception with attribute subjective norm, curiosity about people, perceived usefulness, perceived 
enjoyment, perceived ease of use, conveying emotions, building relationships, perceived user base, perceived 
quality system, switching costs, and resistance to change. The collection of data with online questionnaires, 
obtained 402 valid questionnaires. Data processing was performed using SPSS version 20.0. Based on the results 
of data processing, it can be conclude that the profile of respondents dominated by users in the age range 18-35 
years. The first rank was occupied by LINE and Hangouts in fifth. 
 

Keyword: Consumer Behavior; Instant Messaging Applications; Positioning; Multidimensional Scaling 

1. Introduction 
In modern era such as today, mostly people use the internet to get the information. Indonesia for example from 

year to year has increased the number of internet users.[1] According to APJII’s survey, the instant messagings’ 
activity get a large part. It is about 59,7% of the activities undertaken by the people when accessing the internet.[2] 
The new  kind of instant messaging services more and more emerge and popular. With a very large market share, 
many instant messaging service providers are trying to be in the forefront. Competition among providers of  instant 
messaging even more stringent.[3] 

According to that problems, it can be conclude that the asfect of positioning product must be considered. 
Companies have to determine what is the user’s perception and have to think about what attributes more important 
for the user when they were evaluating the product.[4] The aims of this research is to know about the positioning 
through perceptual mapping from each aplication of instant messaging based on users perception actually the users 
in Indonesia. 
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2. Methodology and Theory 
2.1. Theory 
Product Positioning 

According to Belch that product positioning is an art while a science in customing products or services to one 
or more market segments with an aim to become part of a competitive strategy. In determining the positioning, He 
suggests about six steps that the company have to do : 
a. Identifying competitors, identifies a competitor in the same class product  or the outside of class product. 
b. Assessing consumer’s perceptions of competitors, the company must determine how consumers’ perception 

about competition and they have to think what kind of the attributes that more important for them when the 
consumers were evaluating the product.. 

c. Determining competitor’s positions, the company must determine how each competitors positioned againts 
these attributes and compare between competitors with each other. 

d. Analyzing the consumer’s preferences, to find out the consumers desired position for a product. 
e. Making the positioning decision, the decision was given by marketing manager because the researcher only 

provide limited input. 
f. Monitoring the position, observe how the position maintained in the market competition. 
 
Consumer’s Perception 

In accordance with Hawkins, the perception is a process that begins with exposure and consumer attention to 
marketing stimuli and end with the consumers’ interpretation.[5] The process of perception is devided into three 
part, namely exposure, attention, and interpretation. Exposure is feature where consumers deliberately to see 
actively stimulus. Furthermore is attention process that determined by three factors : individual factors, situational, 
and stimulus. Stimulus factors is a physical form of the stimulus itself. Individual factors are the characteristics that 
distinguish one individual to another which are generally devided into the consumers’ motivation and ability. 
Situational factors include stimuli that aside from stimulus area. 

 
Framework 

According to Hawkins’ theory and model, it can be arranged as follows: 

 
 
 

2.2. Method 
Based on the purpose of the research, this study included descriptive study. According to Malhotra, descrptive 

research is a kind of research that has the objective to explain, generally a characteristic or functionof the market.[6] 
According to Indrawati, population is a whole group of people, events, objects, which are make the researcher 

excited to investigated. The population of this research is the instant messaging aplication user in Indonesia. This 
research uses accidental or commonly known as convenience sampling. Convenience sampling according to  
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Indrawati is choosing some members of population with a fun way to be sampled in order to provide the 
information needed for the study.[7] The minimum sample comes from the equation Lemehow. The data was 
collected from online questionnaires. 

This study choose marketing multivariat analyses which it is use Multidimensional Scaling (MDS) in 
techniques analyzing the data. Malhotra said that, multidimensional scaling is a procedure to represent the 
perception and preference of respondent by using a visual display in the geometry map. In multidimensional 
scaling there is R-Square criteria for validity, stress measure for realibility and euclidean distance to calculate the 
distance of each brand to the position attribute. 

 
3. Result Discussion 
3.1. Users’ Demografy 

The primary data primer obtained from distributing online questionnaires that contains of criterias such as 
gender, age, job, monthly income, how long the instant messaging aplication used by the user, the number of the 
instant messaging aplication, brand of the instant messaging aplication, and users’activation. 

Based on the result of the data obtained, it can be concluded that in 2016 the characteristic of user instant 
messaging aplication as follows: 

1. About 206 people with 51,24% of the total respondents were female. 
2. 198 people with 49,25% of the total respondents aged 18-25 years old. 
3. 189 people with 47,01% of the total respondents have a job as students. 
4. 200 people with 49,75% of the total respondents have income about Rp.1.000.000-Rp.2.500.000 per 

month. 
5. 391 people with 97,26% of the total respondents have used the instant messaging aplication for  12 

months. 
6. 141 people with 35,07% of the total respondents only have three of the instant messaging aplications. 
7. 369 people as LINE user. 
8. 374 people with 93,03% of the total respondents most often perform their activities by using the instant 

messaging aplications as media for communication. 
 

3.2. Positioning Map 
Positioning map of the instant messaging aplication describes in Figure 1 as the following : 

 
Figure 1. Positioning  Map Aplication Instant Messaging based on the whole of Attribute 

Source : from the data in 2016 that has been processed 

194



 

Based on the Figure 1 it is clearly that most of the coordinates of attributes leads to the instant messaging 
LINE brand: building relationship, subjective norm, perceived user base, resistance to change, curiosity about 
people, dan perceived usefulness. Then there are two attributes that lead and close to brand BBM those are 
conveying emotions, and perceived enjoyment. In the other hand there is three attributes that lead and close to WA 
brand herewith the attributes:  perceive ease of use, switching cost, dan perceived system quality. There is one 
brand of the instant messaging aplication that coordinate point looks far from all attributes and all brands namely 
Hangouts. 
 
3.3. Research Result Discussion 

Based on the data obtained and processed from 402 respondents by the researcher, it can be concluded that 
the profile of the respondents as the sample mostly are women and men, aged 18-25 years old and 26-35 years old 
as students or employes with allowance per month among Rp.1.000.000-Rp.2.500.000 and Rp.2.600.000-
Rp.5.000.000. it can be said that the users’ age, status, and income as it is among teenagers , young people or 
young professionals. Based on the data, it can be concluded that activeusers of  instant messaging is dominated by 
a user with an age range of 18-35 years old. 

The Resume of the instant messaging rank based on attributes can be seen in Table 1 below: 
 

Table 1. Resume of the instant messaging rank based on attributes 

No Attributes 
Brands 

BBM Facebook 
Messenger Hangouts LINE WA 

1 Perceived User Base 2 4 5 1 3 
2 Perceived System Quality 3 4 5 2 1 
3 Switching Cost 3 4 5 2 1 
4 Resistance to change 2 4 5 1 3 
5 Subjective Norm 2 4 5 1 3 
6 Curiosity about people 2 3 5 1 4 
7 Perceived Usefulness 2 3 5 1 4 
8 Perceived Enjoyment 1 3 5 2 4 
9 Perceived Ease of Use 3 4 5 2 1 

10 Conveying Emotions 1 3 5 2 4 
11 Building Relationship 2 4 5 1 3 

Total 23 40 55 16 31 

Rank 2 4 5 1 3 
source: from the data in 2016 that has been processed 

 
Based on Table 1 it can be seen how the user’ perception of the five brands of instant messaging aplication 

from each attribute. Table 1 shows the rank of each brand based on the attribute and shows which brand of instant 
messaging are ranked from highest to lowest. 

LINE was rated first based on atributes of the overall with a total of 16. LINE perceived by the user has some 
advantages those are  perceived user base attributes which brand of instant messaging LINE is a brand that has the 
most users, resistance to change attributes which is brand instant messaging aplication LINE is a brand which 
make the users would not switch to another aplication, subjective norm attributes which is brand instant messaging 
aplication LINE is the most recommended brand by others, curiosity about people attributes which brand of  
instant messaging LINE is the most curious about others, perceived usefulness which is brand instant messaging 
aplication LINE is the easiest aplication to get the information, and the last one is building relationship which is 
brand instant messaging aplication LINE is the easiest aplication for the user to build a relationship with others. 
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The second rank is occupied by BBM as a brand of the instant messaging aplication with totaly rank about 
23. The users perceived BBM in two advantages namely perceived enjoyment attributes which is brand instant 
messaging aplication BBM is the most entertained aplication that make the user feel comfort , the last advantages 
of BBM is conveying emotions which brand of instant messaging BBM is the easiest brand that make the user easy 
to express their emotional. However BBM has several weakness such as  perceived system quality, switching cost, 
and  perceived ease of use. Therefore BBM as instant messaging aplication did not get the first rank by the overall 
attributes. 

The third and the fourth rank is occupied by WA and Facebook Messenger with each totally rank about 31 
and 40. WA perceived has the advantage on  perceived system quality attributes which brand of instant messaging 
aplication WA is a brand that has the best real time for communication, switching cost which brand of instant 
messaging aplication WA is the easiest brand to install, on the other hand  perceived ease of use attributes which 
brand of instant messaging aplication WA is the easiest brand to use. Facebook Messenger perceived by the user 
that it does not have main advantages compared to the other brands. 

In this research the user perceived Hangouts as a brand of  instant messaging aplication, get the lowest rank 
with a total of 52. In Table 1 it can be seen that Hangouts as a brand of  instant messaging aplication always gets 
the lowest ratings in every attributes compared to others brands of  instant messaging aplication. 
 
4. Conclusion 

The result study showed that competition of instant messaging aplication in Indonesia can be classified into 3 
groups. LINE perceived by users as the leader  of  the competition based on the whole of attributes among other 
brands. BBM, WA, and Facebook Messenger have a midle position in competition. The last positition is occupied 
by Hangouts. Each brands have own advantages and disadvantages, each brand is expected to continue  their 
inovation and also continue to improve on the weak attribute. So, it continues to survive, compete, and give the 
best for users. 

The result of this study are very useful for the industry of instant messaging aplication in Indonesia. In a 
subsequent study researchers can test the causality of attributes influence to decision the use of instant messaging 
aplication, and also the researcher were able to develop this research with attributes that have not been use in this 
study, or the researcher can focus on the area of sampling to see the result depend on the city. 
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Abstract  

In the context of modern marketing, Twitter is considered as a communication platform to spread information. 
Many companies create and acquire several Twitter accounts to support and perform varieties of marketing mix 
activities. Initially, each accounts used to capture specific market profile. Together, the accounts create network of 
information that provide consumer to the information they need depends on their contextual utilization. From 
many accounts available, we have the fundamental question on how to measure influence of each account in the 
market based not only their relations, but also the effects of their postings. Magnitude of Influence (MOI) metric is 
adapted together with Influence Rank (IR) measurement of accounts in their social network neighborhood. We use 
social network analysis approach to analyze 65 accounts in the social network of an Indonesian mobile phone 
network operator, Telkomsel which involved in marketing communications mix activities through series of related 
tweets. Using social network provide the idea of the activity in building and maintaining relationships with the 
target audience. This paper shows the results of the most potential accounts based on the network structure and 
engagement. Based on this research, the more number of followers one account has, the more responsibility it has 
to generate the interaction from their followers in order to achieve the expected effectiveness. The focus of this 
paper is to determine the most potential accounts in the application of marketing communications mix in Twitter. 

Keywords: Social Influence; Social Network; Influence Model; Social Computing; Marketing Communications Mix 

 

1. Introduction 

The large amount of users on social media has turned Twitter into a communication platform to spread any 
kinds of information. Twitter also introduces a concept to assess the value of influence which can be obtained from 
the interaction as well as number of followers [1]. The various features offered by Twitter, are used by many 
companies to perform a variety of marketing activities. 

Marketing communications is one of central activities in general marketing strategies, and Twitter is a cost-
effective communication channel to apply marketing communications effort [2]. In the new communication 
environment, advertising is the central element of the marketing communications’ programs, however, there are 
some other important elements to increase brand equity, as well as brand top of mind in consumer opinion. By 
performing various activities of marketing communications, it helps brand or product to build public brand 
awareness [3]. A method to establish the brand awareness is by disseminating product information in a social 
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network [4]. Information dissemination process in a social network is described as a complex and repetitive 
information transfer process from one node to another in network, where often we get consumer attention after 
more than one transmission. This is the principle of social network propagation and dissemination behavior [5]. 

Each account in the social network represents the activities that are used by companies in building and 
maintaining their relationships with the target audience, which is referred as marketing communications mix [6]. 
To determine the potency and effectiveness of every account in the marketing communications mix activities, the 
influence value based on the network structure and the engagements which include number of followers, posts, as 
well as the interaction between nodes can be obtained. The measurement to obtain the value of influence based on 
the network structure and engagement is called the influence model which consists of Ratio of Affection (ROA), 
Magnitude of Influence (MOI), and Influence Rank (IR). All three metrics have relevance in the dissemination of 
information as well as various activities of marketing communications to determine the values of influence of each 
account [7].  

Social Network Analysis (SNA) analyzes the social relationships in a network consisting of nodes and edges 
(also called the ties, link, or connection). Nodes represents the individual actors in the network, and edges 
represents relationships between the actors [8]. SNA borrows graph theory to model, visualize and quantify 
network [9] 

In this paper, we use a case study from an Indonesian mobile phone network operator, Telkomsel, which is a 
market leader in the mobile telecommunications industry in Indonesia. By understanding how the social network 
works correctly, Telkomsel can build the brand awareness, attract new customers, conduct the brand intelligence 
activities and market research to maintain their position in the industry. Interacting with users on Twitter and other 
social media platforms is an obligatory activity to understand the degree of customer satisfaction, therefore, 
Telkomsel has been using various social media platforms such as Twitter and Facebook to maintain their 
relationship with the customer.  

We identify 65 Twitter accounts related to the application of Telkomsel marketing communications mix which 
includes advertising, sales and promotions, and events and experiences of Telkomsel as the sample of the research. 
We classify the accounts into 6 different categories of various business fields, such as the Telkomsel main 
accounts, regional accounts, Telkom Group accounts, endorsers, communities, and partners. We apply MOI and IR 
metric to measure the influence of each account based on their relationships and their posts.  

 

2. Network And Engagement Metric 

Graph theory is used to quantify and visualize the relationships structure of individuals and other social actors, 
such as groups and organizations. It is also an approach to measure the importance or a popularity of a node in a 
network, which is called key players or centrality [10][11]. Based on a study [7], MOI and IR metric are used to 
quantify an account influence in the their network and their engagement with their followers. 

2.1. Magnitude of Influence 

Magnitude of Influence (MOI) is a metric that indicates the total influence of an account with selected posts and 
tweets in the social network. The value shows the total impression one account makes on a social network based 
not only on the followers, but also based on the whole tweet posted by a user [7]. 

To obtain the value of MOI, we use the principle function of LCRT which determines the interaction by using 
the number of favorites, mention, and retweet to identify the interaction or engagement of tweets. Each interaction 
mentioned is worth as 1, and if the tweet does not have any interaction it is worth 0. The function is defined as: 

 

𝐿𝐶𝑅𝑇 𝑣, 𝑝 = 1										𝑖𝑓	 𝑣 ∈ 𝐿 𝑝 ∪ 𝐶 𝑝 ∪ 𝑅𝑇 𝑝
0										𝑂𝑡ℎ𝑒𝑟𝑤𝑖𝑠𝑒

				(1) 
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where: 

• L(p) is a function returning the number of people who favorite the tweet. 
• C(p) is a function returning the number of people who mention the observing account in their tweet. 
• RT(p): is a function returning the number of people who retweet the tweet 

 
The following definition is necessary in order to obtain the value of influence within a social network based on 

the metrics used after calculating the interaction with LCRT function: 
 

• F(v): The function is symbolizing the number of people following a certain account (v) within a social 
network. 

• P(v): The function is symbolizing the amount of tweets (p) posted by an account (v) in a social network. 

We introduce Ratio of Affection (ROA) metric to describe tweets impression value of an account toward its 
followers as total of LCRT functions divided with the number of follower an account has. 

𝑅𝑂𝐴 𝑣, 𝑝 =
𝐿𝐶𝑅𝑇 𝑣, 𝑝 	:	∈	; :

𝐹 𝑣
		(2) 

 
MOI metric is The root mean square of ROA metric compared to all posting posted by an account.  
 

𝑀𝑂𝐼 𝑣 = 	
(𝑅𝑂𝐴 𝑣, 𝑝 )@A∈B(:)

𝑃 𝑣
	(3) 

 
MOI is an essential metric because it shows the value of influence based on the proportions of followers and all 

tweets posted as a whole. 
 

2.2. Influence Rank 

Influence Rank (IR) quantify an influence based on the how well an account connected to others well 
connected account. This metric determines the most influential user by measuring each user that has relationships 
with other users which also has an important influence in a social network. A user with highest IR value is called 
the opinion leader. IR can be approximated by PageRank algorithm [7]. The PageRank algorithm is well known 
concept in centrality measurement in SNA [10][11]. The IR metric formulation is as follows:  

𝑃𝑅 𝑢 =
𝑃𝑅 𝑣
𝐿 𝑣

:∈FG

		(4) 

 
In the formula above, the PR value of a node (u) depends on the number of Bu which is the total relationship 

that belongs to the node (v) with other nodes, and it is divided by the number of links or edge of a node or L(v). 

3. Experiment, Result, and Analysis 

In our experiment, we observe 65 Telkomsel related account that divided into 6 account categories as we 
mention in part l, such as the Telkomsel main accounts, regional accounts, Telkom Group accounts, endorsers, 
communities, and partners. As described in Section II, we use MOI and IR metric to quantify each account 
influence over the overall Telkomsel social network. We collect twitter data until august 2015. 

For IR metric calculations we construct network structure from the relations between 65 accounts. The edge 
represents undirected using friendship (follower-followed) relationship. For MOI metric calculations, we check 
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each account and rank them according to each category. We split this chapter to network structure for IR 
calculations, and engagement that represented by MOI calculations.  

3.1. Network Structure 

Information disseminate to the receiver according to network structure. The path, density, diameter, cluster and 
other features of a networks influence how information propagate through a social network.  For that reason, we 
construct the underlying network interaction between 65 accounts and calculate who is the most influential 
accounts according to their location in the network.  

Fig. 1. The Telkomsel Social Network consists of 65 observed accouts 
 
 
The network structure in Fig.1 is used to obtain the Influence Rank (IR) value. After implement the page rank 

algorithm calculations, we show 5 users with the highest Influence Rank (IR) value in the Telkomsel social 
network in Fig. 2. The user with the highest IR value is the opinion leader.  

 
Fig. 2. Top five accounts with highest IR value in the social network  

 
Based on the graph above, we learn that Telkomsel account is the most influential user, which means it has the 

most relationships with other users that also have impactful influence in the social network. In other words, 
Telkomsel is the opinion leader of the studied social network. This enables the account to spread the information 
wider than others account in the social network to build the brand awareness. 
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3.2. Engagement 

We calculate MOI metric on each of 6 available categories. These following chart below show the MOI value 
of top 5 accounts on each category. 

 
Fig. 3. The MOI values of the main accounts 

 

 
Fig. 4. The MOI values of the regional accounts 

 
Fig. 5. The MOI values of the Telkom Group accounts 

 

 
Fig. 6. The MOI values of the endorsers accounts 

 

 
Fig. 7. The MOI values of the communities accounts 
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Fig. 8. The MOI values of the partner accounts 

  
 
Each account with highest MOI value as seen above shows their potential value in social media engagement 

compared with other similar accounts, as indicated in the same category. KartuHalo has the highest MOI for the 
main users with value of 63.6, Tsel_Sumatera has the highest MOI for the regional users with the value of 193.7, 
MyKartuAS has the highest MOI for Telkom Group with the value of 115.6, Joe_Taslim has the highest MOI for 
endorsers with the value of 1.4, Id_android has the highest MOI for communities with the value of 1.3, and 
DBLWestJavaBDG has the highest MOI of partners with the value of 31.2. Social media engagement value shows 
the capabilities of each account on how well they communicate the brand to get the attention of the audience. It 
also signifies that the highest value also shows the effectiveness of an account and how they present their content 
in social networks to build relationships with the target audience. 

4. Conclusion 

While Telkomsel is the opinion leader of the social network, its MOI value does not meet the expectation as a 
user with the highest value of IR. This means Telkomsel has an exceptional network to disseminate the 
information but not enough content that can engage wider user’s interest. This also leads to a new finding that 
through the used metrics, the more number of followers one user has, the more responsibility they have to generate 
the interaction or engagement from their followers in order to achieve the the expected effectiveness. 

To achieve the expected effectiveness, we suggest activities such as: 1) composing an interactive strategy to 
motivate its followers to participate in various contents; 2) creating richer and more appealing topics to reach the 
interest of followers; 3) comparing each account influence value for a targeted activity to reduce promotional cost. 

This method can be proposed as a form of assessment in the selection of a product or brand influencer from 
Twitter and as an alternative for companies in measuring the effectiveness of the presentation done by the 
influencers through the social media. 

For further research, we propose to analyze another object from different social media platform to obtain wider 
idea of the implementation of the metrics to various perspectives in business. 
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Abstract  

The merger of Yayasan Pendidikan Telkom (YPT) and Yayasan Sandhykara Putra Telkom (YSPT) become Telkom Foundation has evolved to 
be one of the best foundation in educational services. Telkom Foundation currently manages 44 schools, Kindergarten, Elementary, Junior, and 
Senior High School, Vocational School, as well as four higher education Institutions (Telkom University, Sekolah Tinggi Teknologi Telematika 
Telkom (ST4), Sandhy Putra Tourism Academy Bandung & Telkom Academy Jakarta. Moreover, Telkom Foundation also manages Telkom 
Professional Development Center (Telkom PDC), with the total as many as 23000 students. To achieve the goal that has been design, Telkom 
Foundation has to support their employee with knowledge, personal character and skill that needed for its employee. Remembering that Telkom 
Foundation is not the only one foundation that engage in educational service, make it should compete with other foundation to provide the best 
educational facilities. One of aspect in human capital management that can be implemented is competency-based compensation which considering 
skill and competency to accommodate internal equity among its employee. In this research will design a compensation system trough job 
evaluation method. The analysis step of compensation system that will be proposed is by determining compensable factor to generate job value, 
which reflect in core competency, functional competency, managerial competency, and technical competency. The result from this research is 
competency based job evaluation can accommodate internal equity criteria to calculate job value with more fairness for all jobs. 

Keywords: compensation system; job evaluation; competency-based 

1. Introduction 
PT. Telekomunikasi Indonesia (Telkom) that engaged in the field of telecommunications products and services, has a 

commitment to consistently contribute in the embodiment of Corporate Social Responsibility (CSR) in the field of education. To 
realize these objectives, Telkom Foundation should support their employee by implement human capital management in all aspect 
including the compensation system. An ideal compensation system should consider the compensable factor that would determine 
the value that should be paid by the employer. Compensable factors are those characteristic in the work that the organization values, 
which help it pursue its strategy and achieve its objectives (Milkovich and Newman, 2011). Compensable factors should be 
representative of the internal alignment or internal equity. The stronger the link between skills, experience, and organization’s 
objective, the more pay those skills will command. 
 

Company must have to set up internally equitable compensation system. Internal pay structure is also has a challenge to design 
structures that will engage people to help achieve organization objectives (Noe, 2010). Therefore the company must start to concern 
about internal factors that could be affect to the employee motivation to achieve the goals of the company. Telkom Foundation’s 
vision is to be the foundation for quality education with international standards, to form an excellent human character, in building 
civilization. Besides, below is the Core Values at the organization: 

 Integrity: Keeping the moral values and codes of conduct consistently. 
 Harmony: The harmony and solidity of units, and personal in the move and worked as an effort to achieve its mission, 

vision and goals of the organization. 
 Excellent: Paradigm and orientation to be the best and achieve the best results to the purpose of the organization. 

 
2. Business Issue 

To become international educational institution with a World Class level, Telkom Foundation has realize that the quality of 
human capital holds the key role on the successfulness of some organization. One of the most important aspects that should be 
concerned by the organization is about Compensation. An ideal pay system should consider internal equity as fairness principal.  
An internal equity becomes very important remind the relative worth of individual jobs to an organization (Cascio, 2006). In 
Telkom Foundation, based on the historical data and interviewed that has conducted in directorate General Affairs and Directorate 
Primary & Secondary Education, the compensation management that operates by Telkom Foundation has not considered the 
internal equity that carried by employee. 
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As stated before Telkom Foundation is the merge of Yayasan Pendidikan Telkom (YPT) and Yayasan Sandhykara Putra 

Telkom (YSPT). One of effect that occurs because of the merger by the two foundation is there has been no evaluation of the 
employee’s job description. The lack evaluation is causing the inappropriate complexity of job among directorates in the Telkom 
Foundation. The need of doing Job Evaluation is become critical relate to the current compensation system that still not based on 
competence. The unbalance complexity of job from each directorate inflicts to the envies for employee and become the internal 
inequity issue. 
 
3. Research Methodology 
 Figure 1 is the methodology research which contains a steps of analysis from general issue until problem solution.  
 

 
Figure 2 Research Methodology 

 
 Figure 1 shows that this research use qualitative method starts from preliminary studies about the existing problems by 
interview; compile sources of data and literature review. The internal inequity that has complained, refer to compensation 
management as a theory. The first step that should be done is to decide people management approach. This approach is used to 
determine the compensation system that should implement by Telkom Foundation. People management approach contains of 
market structure analysis and Ansoff matrix analysis.  
 

Market structure has a sense classification manufacturer to some form market, based on several characteristics such as the type 
of product produced, the number of enterprises in the industry and the barrier to entering the industry. Economics mapping to 
distinguish the structure of the market into 4 types; Perfect Competition Market, Monopoly Market, Monopolistic Competition 
Market,  and Oligopoly Market. In each type of market has a characteristic that determine its business strategy. (Elmer G, Wiens). 
 
 While Ansoff matrix is a framework to help organization to take a strategic decision in business development, by considering 
whether the organization develop its business with existing or new products in the existing or new market.  Below is the 4 
combination product/market in ansoff matrix that result 4 choices of business strategy (Tom Spencer, 2015): 

 Market Penetration: Existing products – Existing market 
 Product Development: Existing Market – New Products  
 Market Development: Existing Products – New Market 
 Diversification: New Market – New Products 

 
3.1 Compensation System 

Milkovich & Newman (2011), compensation system is defined as all forms of financial returns and tangible services and 
benefits employees receive as part of an employment relationship. It divided into two different approached namely Job-based 
structure and Person-Based Structure. A job-based structure is a structure of salary payments that is built on compensable factors 
determined by the job. It is based on a hierarchical organizational structure, so employee will paid based on the position they 
occupied. It usually does not reward people directly for their knowledge, abilities and individual strength. Job evaluation is the 
technique to design job-based structure. It starts from conduct the job analysis, job description, until determine compensable 
factors, and the weighting process. The methods of job evaluation process can be ranking, classification, and point method. 
 

Like a job-based structure, developing a person based pay structure also requires an understanding of the tasks and 
responsibilities of jobs in a business. Similarly the development of the structure requires job analysis and job descriptions. The 
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difference is that it compensates the job incumbent (person) in terms of his knowledge, competencies and skills. Milkovich & 
Newman (2011) also stated that the heart of the person-based plan is that employees get paid for the relevant skills or competencies 
they process. The process of using competency is to address the need for internal alignment by creating a competency-based 
structure. The purpose of this research is to design a mix method from job-based structure and competency-based structure. It 
called as a mix method because it put the competency elements in determining compensable factor, and also for the weighting of 
the compensable factors. 
 
 
4. Data and Analysis 

From the analysis of employee management approach, Telkom Foundation in is placed on the Market Penetration at first, 
because on the Development, Telkom School has providing an institutional education start from kindergarten until high school 
since 1980. To increase the revenue in the existing product and market, Telkom School should do several strategies such increase 
the school’s accreditation, always updating teacher’s certification, upgrading the school’s facility, and always maintain the 
customer satisfaction. Figure 2 explain where the business strategy of Telkom Foundation in each quadrant. 

 

 
Figure 2 Telkom Foundation’s Business Strategy 

 
Telkom Foundation is in the monopolistic competition market and in the market development quadrant. In the monopolistic 

competition market, it remind that Telkom Foundation in its business development is not the only one foundation who’s provide 
an educational institution. In this business, Telkom Foundation should also compete with another foundation to provide the best 
educational services. Because it located in the monopolistic competition market, one criterion that required is they certainly have 
a different characteristic of the product or services they’ve provided. A different characteristic is reflecting as the uniqueness of 
the organization. As an organization, Telkom Foundation have to support their employee with several capability include creative 
and innovative behavior which aim to achieve the uniqueness of the organization. Human capital is the relevant knowledge, skills, 
experience and learning capacity of the people available to the organization (Ingham, 2007). Therefore, in this research, the 
implementation of Human Capital that relate to the business issue is to implement competency-based compensation system by 
conducting job evaluation process. The figure 3 below is the steps that should be taken to conduct job evaluation process. The next 
each steps will explain sequentially. 

 

 
Figure 3 Design Process of Job Evaluation 

 
a) Compensable Factor Determinations 

Compensable Factor should represent the internal equity of employee. The internal equity that felt by employee is about the 
unbalance of complexity of duties or job that carried by employee in the same level of position. The complexity of jobs refers to 
the degree of autonomy and the scope of responsibilities (Kumar, 2008). List below is the compensable factors that should consider 
in determining job value for each position in Telkom Foundation: 

- Core Competency 
- Functional Competency 
- Managerial Competency 
- Technical Competency 
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Table 1 Spencer Competency Dictionary 

Competencies Code 

Achievement Orientation ACH 

Concern for Quality & Order CO 

Initiative INT 

Interpersonal Understanding IU 

Information Seeking INFO 

Customer Service Orientation CSO 

Impact & Influence IMP 

Organizational Awareness OA 

Relationship Building RB 

Developing Others DEV 

Directiveness DIR 

Teamwork TW 

Team Leadership TL 

Analytical Thinking AT 

Conceptual Thinking CT 

Expertise EXP 

Self Control SCT 

Self Confidence SCF 

Flexibility FLX 

Organizational Commitment OC 
 
The four competencies consists of sub factors or sub competencies that taken from Spencer Dictionary. Core competency was 

taken from Telkom Foundation’s core values namely Integrity, Harmony, and Excellent as stated in previous chapter. Then the rest 
of sub competencies distributed to the Functional, Managerial, and Technical Competency. Based on the discussion and analysis, 
figure 4 shows the content on each Compensable Factor which refer to Spencer Competencies Dictionary. 

 
 

Figure 4 Telkom Foundation’s Compensable Factor 
 

b) Job Analysis  
 Job analysis is the process of analysing jobs from which job descriptions are developed. The method that used is by doing an 
interview, analysis and compares the content of each job description provided. By doing the Job Analysis, that makes us understand 
about task, responsibility, complexity of duties and key performance indicator that carried by each employee. Those analysis 
indicate that the complexity of jobs are not always the same even those on the same level position. It is very depend on the content 
of their job description. The unbalance in complexity of duties, become one of the factor that affect to the determination of level 
sub factor or competencies. It become very important in the making of job evaluation because by analysing it, we would see the 
different value of each level that could affect to the calculation of the total job value.  
 
c) Weighting Compensable Factor 
 Determining the weight of factors and sub factors is used to job value distribution. The weighting was conducted to determine 
the extent to which factors and sub-factors affect the job value distribution. The weighting determination is using expert choice 
software, however to make it suitable with the company focused-group discussion is also involved. 
 
 Expert choice software is one of tools that use to conduct the Analytical Hierarchy Process (AHP). AHP helps decision makers 
to find one that best suits their goals, and their understanding of the problem (Goodwin, 2005). In this research, the goal is to make 
a decision, which compensable factor that most influential to the job evaluation process. To review the consistency of the ratings 
given to each variable, the inconsistency indicator should not be more than 0,1. Figure 5 is an example of weighting process in 
compensable factor. 
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Figure 5 Compensable Factor Weighted 

 
 The figure above describes priority on compensable factors that have been determined. As we seen that the most important or 
influential to the job evaluation calculation is the core competency, and the least influential is technical competency. So, on this 
compensable factor distribution, core competency has value for 31.1% and the least one, technical competency has only 17.4% of 
the overall distribution. Core competency becomes the most influential in compensable factor because core competency is 
derivative from Telkom Foundation core value. As we know that core value has very important influence because it consist of 
value that organization holds that underlie the employee behaviour to act and reach the organization goals. The weighting is also 
conduct in every factor such core, functional, managerial, and technical competency. Figure 6 below shows us the distribution of 
compensable factor that generated from expert choice software. 
 

 
 

Figure 6 Compensable Factor Distribution 
 
 
d) Developing Job Value Table 
After weighting and distribute factor and sub factor using expert choice software, the next step to complete job evaluation is by 
calculate the job value for each compensable factor. To get job value we should multiple the weight of each compensable factor 
with maximum job value. To simplify the calculation, the maximum job value is set at 1 million. Table 2  below shows the job 
value for each compensable factor. 
 

Table 2 Maximum Job Value Compensable Factor 

 
 
 

e) Calculation of The Total Job Value 
The last step that will complete job evaluation process is by calculating the total job value in every position. The determination of 
Sub Factor level is conduct by doing job analysis or analyzed the task and responsibility that carried by each level position and 
adjusted with level that provide in Spencer Competencies Dictionary. By determining the level, it would show the differences 
between the levels of competencies even it was on the same position. The difference of level would affect to the job value 
calculation, as shown in Table 2. 
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Table 2 Summary of Job Value Calculation at Telkom Foundation 

 
 
Table 2 shown that although some jobs were in the same grade but not necessarily have the same of total job value. This is support 
by the analysis that competency level required for each position would be difference, even though on the same job level position. 
The differences of level affect by the unbalance of complexity of job that carried by each position as analysis that has been conduct. 
This is the reason that the basic salary of employee possible to be difference even on the same level position. 
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Abstract  

Indonesia as one of the favorite vacation destinations of domestic and foreign travelers made the value of investment in the tourism industry 
continued to grow significantly. This was created more Online Travel Agent business in recent years. However, it made a lot of business travel 
and Umrah travel in Indonesia is threatened with bankruptcy, after the online travel business activity is rampant in enterprise business market 
ticket sales and travel tours. The case study of this research was different from the Online Travel Agent business in general because it worked 
in real-time using flight tickets and hotel rooms sales data. Data mining, extraction of hidden predictive information from large databases, was 
a powerful technology with great potential to help companies focus on the most important information in their data warehouse. By using the 
method of classification in data mining, the objectives of this paper was able to create predictive models from flight tickets and hotel rooms 
sales data using the decision tree classification approach. The result of this paper is beneficial for business that can be used as basic algorithm 
for programming in Online Travel Agent recommendation feature. 

Keywords: Data Mining; Decision Tree; Classification; CHAID; C5.0. 

 
1. Introduction 

 
Over the years, the increase of interest in travelling by people of Indonesia has been shown by the increasing number of 

passengers and cargo departures in airports of Indonesia (Badan Pusat Statistik, 2013). The entry of low-cost carrier into 
Indonesia early 2000s might be one of many factors that causing this phenomenon. Correlated with travel, hotel occupancy rate 
by local travelers has also gone up as well (Badan Pusat Statistik, 2014). The Ministry of Tourism Indonesia recorded that the 
development of the Travel Agency in 2007-2011 in Indonesia continued to increase from 655 to 1.120 businesses (Kementerian 
Pariwisata, 2012). Considering these increasing numbers, local online intermediary industry player such as Traveloka, PegiPegi 
and WeGo are competing against each other to get most local and international travelers.  

Among those intermediary industry players, they provide a common feature, which is customers must input their departure 
location, destination, airline, hotel, and other aspects manually without any recommendation. If the customer wants to get the 
cheapest airline and route available, he/she must manually search through many dates and routes available. This old workflow 
can consume a long time for the customers. 

This research aims to reduce time consumed for searching cheapest flights or hotel rooms by changing the conventional 
workflow. The new process requires the customers to input their desired budget, and the algorithm will display lower or the same 
flights and hotel room rates. The benefit of this new workflow is the customers can easily manage their travelling budget. To 
support this new workflow, we created a predictive model that can be used for flight and hotel room recommendation algorithm 
and a competitive advantage as a feature for competing in intermediary industry. This feature is for those who want to travel but 
still don’t know where to go with their budget. This feature will adjust customers’ destination to become suitable to customers’ 

budget preferences. 
 

2. Theoretical Background 
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Methodology for analysing flight tickets and hotel rooms sales data is data mining classification. Data mining is the process of 
finding interesting patterns and knowledge from large amounts of data. Data sources include databases, data warehouses, web, 
other information repositories, or data that flows into a dynamic system (Han et al., 2012). Classification technique is controlled 
learning technique that classifies the data items into a predetermined class label. This is one of the most useful technique in data 
mining to build a classification model from a set of input data (Al-Radaideh and Al Nagi, 2012). Classification is used to 
estimate by using categorical rather than numeric variables (Larose, 2014). 

We used decision tree because it is a self-explanatory model, can process numeric, nominals, and also discrete values (Rokach 
and Maimon, 2015). With its ability to breakdown the complex decision-making process becomes much simpler. Decision trees 
can also find hidden relationships between a number of potential input variables with a target variable. In addition a decision tree 
can combine data exploration and modelling, so it is good as a first step in the modelling process (Azmi and Dahria, 2013). 

Chi-squared Automatic Interaction Detection (CHAID) and C5.0 are classification algorithms. CHAID finds the pair of values 
in Vi that is least significantly different with respect to the target attribute. The significant difference is measured by the p value 
obtained from a statistical test. The statistical test used depends on the type of target attribute. An F test used if the target 
attribute is continuous, a Pearson chi-squared test if it is nominal, and a likelihood ratio test if it is ordinal (Rokach and Maimon, 
2015a). There are several steps to make decision tree using CHAID algorithm (H. P. and Alamsyah, 2015): 

1. Merging 
Category merging can be done on independent variable that has more than two category that are related. 

2. Splitting 
In this part independent variable which used as the best split node. Splitting conducted with p-value on each 
independent variable. 

3. Stopping 
Decision tree should be terminated by the rules. If there is no a significant independent variable or if a tree reaches a 
maximum value limit of the tree defined specifications. 

 
C4.5 was replaced in 1997 by a commercial version of the system C5.0 Rulequest Research, Inc. C5.0 greatly improve the 

scalability of decision trees (Kantardzic, 2011). C5.0 claimed is more efficient than C4.5 in terms of memory and computation 
time. In certain cases, C5.0 presents the acceleration of an hour and a half (which is required for the algorithm C4.5) to only 3.5 
seconds. Besides supporting the boosting procedure that can improve predictive performance (Rokach and Maimon, 2015b). 
 
3. Methodology and Experimentation 

 
This research uses flight tickets and hotel rooms data sales as our primary data source. The ticket sales data consists of: date of 

transaction, airline, route, price, payment methods, and gender of the customer. While hotel sales data consists of: guest gender, 
month of check in, day of check in, hotel names, hotel-star, amount of rooms and days, room rates per room and total, and 
payment method. All variables data type we convert into discrete. The ticket sales data contains 8853 data, and the hotel sales 
data contains 4912 data. 
 

 
Figure. 1. The Result of Preprocess Hotel Rooms Sales Data 
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Figure. 2. The Result of Preprocess Flight Sales Data 
 

Our research workflow is as shown on Figure 3 (Marbán et al., 2009). The first process is business/research understanding 
phase; we aim to reduce time consumed for searching cheapest flights or hotel rooms, and for that we need a budget-based 
recommendation algorithm. The second step is data understanding phase; we gather all of our data and evaluate the quality of the 
data. The third step is data preparation phase; we choose which variable we want to analyze, and also preprocessing data. Fourth 
step is modelling phase; we implement which data mining method that’s suitable for our objective, which is classification. Fifth 
step is evaluation phase; we evaluate the model that have been produced, is the model have reached the objective of our research 
or not. And the last step is deployment phase. These steps are reversible, when the researchers want to make some adjustments in 
earlier phase (changes in research aim) he/she can do so. The data of this research is shown in Table 1. 

 
Fig. 3. CRISP-DM Process 

 
The preprocessing step is done by deleting missing values and deleting round trip input for flight tickets data. But the hotel 

rooms data has none missing values. After the preprocessing phase, we continue to modelling phase which is process the data 
with data mining applications. As mentioned before, we use classification method for the prediction models. The flight tickets 
data using SPSS application with CHAID algorithm because the attributes are almost discrete and CHAID is known to process 
discrete attributes as target variable. Whereas the hotel rooms data are processed using Orange Canvas application with C5.0 
algorithm concept. 
 

Table 1. The Amounts of Data 

 Airplane Ticket Hotel 

Number of Raw Data 8853 4912 

After Preprocessing 7834 4912 

 
The flight tickets model validation method, we used the default SPSS’ method which is Split Sample; a method which splits 

75% of the data into training dataset, and the rest 25% goes into test dataset. In order to declare the validation of prediction 
model, both of the models (training and test) must be identical in their model’s roots. While the hotel rooms data we use 
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classification tree widget scheme in Orange Canvas. 
 
4. Result and Analysis 

Fig. 4. Price Ranges of the Airplane Ticket Data 

 
Airplane ticket data consists of four variables: Month of book, routes, price range and airlines. As seen as Figure 4, for the 

training dataset the algorithm uses 5867 data in total, complete with the percentages of each price range. According to the result 
in Figure 5, the most influential variable to price range is the month of book, then route. The result is so much bigger than 
appeared in between figure 4 through 6 and we can’t include all of them in this paper. As shown in Figure 5, the first root after 
the first node of the decision tree is “Monthly” which the month of ticket booking is. As seen as Figure 5 which is July month of 
book, from the majority of flights in July are above Rp1.284.600 with the percentage of 24.4%, the same explanation is also 
applied for the rest of the price categories.  

 
Fig. 5. July Month of Book 

The second root is “Route” which is self-explanatory. Here in Figure 6 we can see 2 of 5 Route nodes, the interpretation is if 
the customers looking for flights in July with price range of under Rp1.062.850, the routes will be available is CGK PNK, BDO 
JOG and so on. Though there is 10.5% possibility for the price if the customer But for month April and May the second root is 
“Airline”, and the third root is “Route”. This happens because on April and May in the airline variable has much more varieties 
than other months in 2014.  
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Fig. 6. April and May Month of Book 

 
From preprocessing hotel rooms sales data in Figure 1, we choose four variables/attributes to construct prediction models: 

hotel names, day stay, the month of stay, and room rates. According to the result in Figure 7 and Figure 8, the decision trees are 
too long so we shrink them in order to fit in this paper.  
 

 
Fig. 7. Prediction Model Based pn Choosing Four-Star Hotel in Bandung, Day Stay and Hotel Room Rates 

 

 
Fig. 8. Prediction Model Based on Choosing Three-Star Hotel in Bandung, Hotel Room Rates, and Month Stay 

 
Model in Figure 7 generates rules which facilitate us to read the decision tree easily. If we zoom out Figure 7, it will show as 

Figure 9 that describes when a customer wants to stay at four-star hotels in Bandung on Sunday (Minggu) at a budget cost per 
room for Rp1.018.750 - Rp1.263.000, customers will be recommended to De Java Hotel. 

 
Fig. 9. The detail of Decision Tree in Figure 5 

 
 

It can be seen on selected hotel in the rules of Figure 8 predictive model and also decision tree in Figure 10 that describe if a 
customer wants to stay in November at a budget cost per room for Rp2.851.000 - Rp4.556.500 at three-star hotels in Bandung, 
the customer will be recommended to the Hotel Panghegar. In addition, at a budget cost per room which is under Rp513.500 and 
about Rp1.263.000 - Rp1.599.000 customers is also recommended to the Hotel Panghegar. 
 

 
Fig. 10. The detail of Decision Tree in Figure 5 

 
 

5. Conclusion 
 

Classification methods are used to provide a recommendation for selecting airline and hotel based on customer’s budget and 
others customer needs in the search engine features of Online Travel Agent. The feature is expected to be a business excellence. 
If the sales data has many variables/attributes of the data, the more variation of predictive models that can be generated. 
Recommendations can be seen from each of the rules generated by the predictive models. 
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In the future, we suggest to perform processing flight tickets and hotel rooms data by using others data mining techniques and 
algorithms for problem solving. And also recommend Online Travel Agent to provide organize and complete sales data in their 
record to facilitate the processing of data using data mining techniques and gain information. 

 
 
References 
Al-Radaideh, Q. A., & Al Nagi, E. (2012). ‘Using Data Mining Techniques to Build A Classification Model 

for Predicting Employee Performance.’ International Journal of Advanced Computer Science and 

Applications (IJACSA), Vol. 3 No. 2, pp.144-151. 
Azmi, Z., & Dahria, M. (2013). ‘Decision Tree Berbasis Algoritma untuk Pengambilan Keputusan.’ Jurnal 

SAINTIKOM, Vol. 12 No. 3, pp.157-164. 
Badan Pusat Statistik. (2013). Jumlah Keberangkatan Penumpang dan Barang di Bandara Indonesia Tahun 1999 - 2013 

[online]. http://www.bps.go.id/linkTabelStatis/view/id/1404 (Accessed 26 July 2015) 
Badan Pusat Statistik (2014). Jumlah Tamu Indonesia pada Hotel Bintang Menurut Provinsi Tahun 2003 – 2014 [Online]. 

Available: https://www.bps.go.id/linkTabelStatis/view/id/1377 (Accessed 16 March 2016) 
Han, J., Kamber, M., & Pei, J. (2012). Data Mining: Concepts and Techniques (3rd ed.). Massachusetts, 

USA: Morgan Kaufmann. 
H. P., Raden Johannes, & Alamsyah, Andry. (2015). ‘Sales Prediction Model Using Classification Decision Tree Approach for 

Small Medium Enterprise Based on Indonesia E-Commerce Data.’ Seminar & Conference on Business & Technology in 

ICT Industry. [online] 
https://www.academia.edu/16500888/Sales_Prediction_Model_Using_Classification_Decision_Tree_Approach_For_S
mall_Medium_Enterprise_Based_on_Indonesian_E_Commerce_Data 

Kantardzic, M. 2011. Data Mining Concepts, Models, Methods, and Algorithms. New Jersey: John Wiley 
& Sons, Inc. 

Kementerian Pariwisata. (2012). Perkembangan BPW (Biro Perjalanan Wisata) Berskala Menengah dan Besar Menurut Provinsi 
Tahun 2007-2011. Retrieved September 21, 2015, from Statistik Jasa Perjalanan: 
http://www.kemenpar.go.id/userfiles/file/BPW%20TK%202007%20-%202011.pdf 

Larose, Daniel T., dan Larose, Chantal D. (2014). Discovering Knowledge in Data: An Introduction to Data Mining Second 

Edition. New Jersey: John Wiley & Sons Inc. 
Marbán, Óscar, Mariscal, Gonzalo, dan Segovia, Javier. (2009). A Data Mining & Knowledge Discovery 

Process Model. Data Mining and Knowledge Discovery in Real Life Applications, pp. 438, Ponce, Julio., 
dan Karahoca, Adem. Vienna: I-Tech Education and Publishing. Available at: 
http://www.intechopen.com/books/data_mining_and_knowledge_discovery_in_real_life_applications/a_data_mining__
amp__knowledge_discovery_process_model (Accessed 30 Agustus 2015) 

Rokach, Lior., dan Maimon, Oded. (2015). Data Mining with Decision Trees: Theory and Applications 2nd Edition. Singapore: 
World Scientific Publishing. 

215

http://www.intechopen.com/books/data_mining_and_knowledge_discovery_in_real_life_applications/a_d


Abst

The 
telec
netw
up i
prin
betw
rese
smal
of ea
inves
decis
Keyw

1. In

In
regio
inve
of in
beco

A
com
steps
of re

C
inve
netw
prop
netw

The Sm

tract 

internet rapid
communicatio
work of its rela
nvestment net
ciple that we 

ween start-up 
arch is condu
ll world netwo
ach network m
stment in Ind
sion making r

words : Network A

ntroduction 

ndonesia and 
on (Bischoff, 

estments deals
nvestment dea
ome larger and
As the numbe
mplex, but on t

s, led to a phe
elationships.  
Currently, ther
estment in eac
work analysis m
perties of its 
works and get 

mall Wor
Startup 

Facu
1 mail@

d growth, stim
on (ICT) in In
ationship beco
twork can be 
are all conne
with its inves

ucted by crea
ork properties

model. The res
donesia and S
related to ICT
Analysis, ICT Star

Singapore are
2015). In th

s in Indonesia,
als make the n
d more compl
er of start-ups
the other side

enomenon call

re is no stud
ch country. Th
methodology.
network. Als
insights from 

rld Phen
Investm

Farid Na
ulty of Econ
@faridnauf

mulate the em
ndonesia and 
ome larger an
 reached in s
cted by a shor
stor and the s

ating the ICT 
s to see the ch
sult of this res
Singapore. Th
T start-up inves

rtups, Startup Inv

e the countries
he first quart
, the highest n
network of the
ex.  
s and its inv
e feel small. E
led Small Wor

dy that inves
he small wor
. Using netwo
so by doing 
them. 

nomenon
ment in In

aufal Aslam1

omics and B
fal.com, 2and

mergence of st
Singapore. A

nd complex, bu
short steps, le
rt chain of rel
small world c
start-up inves

haracteristic o
search is to gi
e research is
stment.  
vestment, Network

s with the hig
ter of 2015, 
number in ASE
e relationship 

estor growth,
Everyone in th
rld Phenomen

tigates and c
rld phenomena
ork analysis, w
a comparativ

 

n and Ne
ndonesia
1, Andry Ala

Business, Telk
drya@telkom

tart-up compa
As the numbe
ut on the othe
ed to a pheno
lationships. W
characteristics
stment networ
of the network
ive knowledge
s beneficial fo

rk Property, Smal

ghest number o
There are 38

EAN than any
between ICT

, the network
he start-up in

non, a principl

compare the 
a of ICT star

we can learn ab
ve study, we 

etwork A
a and Sin
amsyah2 
kom Univers
muniversity

 

anies based o
er of start-ups
er side feel sm
omenon called

We investigate 
s using netwo
rk model of e
ks. Then we c
e about the cur
or business in

ll World Phenome

of ICT start-u
8 investment
y other countr

T start-up with

k of its relati
nvestment netw
le that we are 

small world 
rt-up investme
bout each netw
could know 

Analysis 
ngapore 

sity 
y.ac.id 

on information
s and its inve

mall. Everyone
d small world
the pattern of

ork analysis m
each country 
ompare and a
rrent conditio

ntelligence pu

enon  

up investment 
deals in Sin

ry in the region
h its investor in

ionship becom
work can be r
all connected 

phenomena o
ent can be inv
work model b
the differenc

of ICT 

n technology 
estor growth, 
e in the ICT st
d phenomenon
of the relations
methodology. 
and calculate

analyse the re
on of ICT start
urpose to supp

deal in ASEA
ngapore and 

on. This numb
in both countr

ming larger a
reached in sh
by a short ch

of ICT start-
vestigated usi

by measuring t
ces between t

and 
the 

tart-
n, a 
ship 
The 

e its 
esult 
t-up 
port 

AN 
23 
ers 

ries 

and 
hort 
ain 

-up 
ing 
the 
the 

thThe 7  Smart Collaboration for Business in 
Technology and Information Industries

2016

216



 

2. Literature Review 

2.1. Network Analysis 

Network analysis is a branch of graph theory which aims at describing quantitative properties of networks of 
interconnected entities by means of mathematical tools. Any domain which can be described as a set of 
interconnected objects is a domain application for network analysis. Its methods and tools work on top of this 
abstraction, and as such, they are totally indifferent to the nature and properties of the entities involved, be they 
train stops in a railway network, individuals of a given social group bound by kinship relationship, or hosts in a 
computer network (Bellomi, 2009). 

In this research, we use network analysis as an approach to calculate the ICT startup investment network 
properties. The network properties used in this research are the properties that can explain the characteristic of 
small world network. The definition of each network properties is shown in this table. 

Table 1. The Small Network Properties Description 

Network Properties Description 

Degree Distribution the probability distribution of the degree of a 
node over the whole network (Barabasi & 
Chandler, 2009). 

Density The fraction of number edges in network to 
the maximum edges possible (Newman, 
2012) 

Diameter The largest distance recorded between any 
pair of nodes. (Barabasi & Chandler, 2009) 

Average Path Length The average distance between all pairs of 
nodes in the network. (Barabasi & Chandler, 
2009) 

Average Clustering 
Coefficient 

the global value of tendency of the actors in 
network to form a cluster  (Pandapotan, 
Alamsyah & Paryasto, 2015) 

 

2.2. Bipartite Network 

Based on principle in graph theory, a bipartite network is a network whose nodes can be divided into two 
disjoint sets U and V, where U and V are each independent set, such that every edge connects a node in U to one in 
V (Alamsyah & Peranginangin, 2015) . We use this kind of network to our topic, where the two set of nodes are 
sets of ICT startups and sets of investors that invested in that startups.   

2.3. Preferential Attachment 

A central ingredient of all models aiming to generate scale-free networks is preferential attachment, i.e., the 
assumption that the likelihood of receiving new edges increases with the node’s degree (Barabasi & Chandler, 
2009). Preferential attachment is a stochastic process that has been proposed to explain certain topological features 
characteristic of complex networks from diverse domains. The systematic investigation of preferential attachment 
is an important area of research in network science, not only for the theoretical matter of verifying whether this 
hypothesized process is operative in real-world networks, but also for the practical insights that follow from 
knowledge of its functional form (Pham, Sheridan & Shimodaira, 2015). Preferential attachment is one of the 
properties of the social network. Because of this preferential attachment, it will form the hub nodes in the network. 
The hubs will enable the formation of the small world network, because shortest path between nodes flows through 
this hubs. 
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Abstract  
Tourism is one of the largest and fastest growing economic sectors in the world, and has a considerable role 

to assist sustainable development in many countries. A well-managed tourism sector can benefits local 
communities and the natural and cultural environments. Sustainable tourism planning presented as a 
sustainability based ethos and principles that sensitive to the negative impact of economic, social and 
environmental problem in the present and the future, addressing the needs of tourists, the needs of industry, 
environmental, and local community. 

This study aimed to describe the positioning map of three tourist destinations in Indonesia, namely Bali, 
Bandung, and Yogyakarta using sustainable tourism triangle variables namely Social Sustainability, Economic 
Sustainability, dan Environmental Sustainability by measuring sixteen attributes of sustainable tourism. Data 
were collected through questionnaires distributed to tourists who have traveled to Bali, Bandung, and Yogyakarta 
with a sample of 400 respondents. The data collected were analyzed by Correspondence Analysis (CA) technique 
that establish a perceptual map which illustrates the positioning of the three tourist destinations. 

The result showed that each destinations has its own advantages and considered different from each other. 
Travelers saw that the advantages of Bali are degree of tourist satisfaction and facilities and basic services. 
Bandung is considered to have the advantage on the incorporation of environmental criteria in tourism planning 
compared to the other destinations. Yogyakarta is considered have advantages on solid waste management and low 
air pollution levels. 

Keywords: Positioning; Sustainable Tourism; Tourist Destinations; Correspondence Analysis 
 

Introduction 
Indonesia as one of the international tourist destinations, received 9,435,411 tourist visits by foreign tourists in 

2014 (Pusdatin Kemenparekraf BPS, 2015). Besides foreign tourists, domestic tourists also enliven the domestic 
tourism market. Natural and cultural resources is a major component of Indonesia’s tourism product. There are 
thousands of islands that stretches along 5,120 km that reached 13,466 islands in total that consists of 5 large 
archipelagic and 30 small island groups. Each island has an uniqueness such as local cultures, hospitality presented 
by the local communities, various ethnicities, beliefs, traditional foods, historical stories, and the awesome charm 
of the nature as the main tourist attraction (Satya, 2015). Bali, Bandung, and Yogyakarta are listed as a major 
tourist destinations (DTW) in Indonesia also favorite tourist destinations among travelers (TripAdvisor, 2014; 
Satya, 2015; The Jakarta Post, 2015). 
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Generally, there are so many positive reasons why tourism in a developing country like Indonesia need to be 
well-managed (UNWTO, 2013; Antariksa, 2012). First of all, tourism is a driver for economic and social progress 
among countries in the world. Secondly, tourism has been recognized as one of the ten sectors towards green 
economy and is classified as a sector that could make a significant contribution into the “3 dimensions of 
sustainable development”, which is closely associated with job employment (labor-intensive industries), generating 
trading opportunities and as a crossing-bridge into other economic sectors. Third, regarding to poverty reduction, 
there’s a great opportunity for local communities to market their various commodities as well as a small-medium 
businesses that are not depend on a money-form capital, but also a natural capital is often a major asset that is 
owned by the poor. Fourth, by utilizing the branding to increase the value or image of a geographic region, shall 
encourage the revitalization of a geographical region that had lost its attractiveness, for example, the old town or 
the former mining territories to become an asset for the country’s tourism. 

Along with its positive impacts, tourism sector also brought number of negative impacts (Antariksa, 2012; ILO, 
2012). Among them are first, due to the development of tourism, there began a diminishing of the green area, even 
hectares of farmland are converted into the location for hotels, villas and residential buildings. Secondly, over 87% 
of greenhouse gas emissions were generated by the transportation sector. Although it is not known how much the 
contribution of an air transport sector at a global level towards the volume of those emissions, it is estimated to 
contribute the greatest amount of all. Third, politicization of the tourism sector may also occur in certain things. 
Generally, governments in developed countries tend to have a bargaining position towards developing countries 
regarding traffic policy determination of its citizens abroad. For example, a travel warning/advisory is not only 
imposed for a conventional reasons such as natural disasters, health issues, and any other securities, but also to 
accommodate the protests made by the public and even for the purposes of the economic embargo. The shrouded 
policy that contain interests: “...to control where citizens visit and where their money is spent”. Fourth, the tourism 
sector may create a conflict of socio-cultural aspects such as prostitution, the problem of racial intolerance, sexual 
harassment, and the outbreak of disease as well. 

Sustainable tourism which based on the ethos and principles of sustainability is not a new term in tourism 
industries. The term “green”, sustainable, and environmentally friendly has been propagated in the paper, tourism 
policy, even the tourism promotion material itself (Mearns, 2012). The research conducted by Mearns (2012), 
describes about the sustainable tourism framework that can be used to measure and analyze the “sustainability” of 
the tourism industry at a tourism destinations. The result showed that there are three main sustainability 
dimensions namely social, economic, and environmental sustainability.  

Positioning is an important key in creating a marketing strategy for a tourist destinations (Wray, 2010). 
Positioning will help the government of Indonesia, especially the government of Bali, Bandung, and Yogyakarta in 
putting themselves as a sustainable tourist destinations that will be visited by tourists. A tourist are the consumers 
of tourism products. Before going into traveling journey, a tourist will collect some information from several 
tourist destinations, to choose and decide where would they going to visit. The purpose of this study was to 
describe the positioning of Bali, Bandung, and Yogyakarta as a tourist destinations based on attributes of 
sustainable tourism triangle. The main issue in this studt is, “How does the positioning of Bali, Bandung, and 
Yogyakarta as a tourist destinations based on attributes of sustainable tourism triangle?”. 

Literature Studies 
 Marketing 

Marketing is defined as a process of value creation for customers and build a strong relationships with 
them to gain feedback in the form of value in return. Along with the development of the theory and 
practice of marketing, it has expanded into 10 main entities namely physical products, services, events, 
experiences, people, places, title, organizations, information, and ideas (Kotler & Armstrong, 2014). 

 Marketing Strategy 
The marketing strategy is a logical thinking used by an organization (the manufacturer) to create value for 
its customers in order to achieve a beneficial relationship. The company then decides who they will serve 
and how they serve these costumers. Marketing strategy instrument is including the STP (Segmenting, 
Targeting, Positioning), that can be implemented by these following stages (Walker & Mullins, 2014): 

 Segmenting 
Segmenting the market is a process of division into groups with similar characteristics and needs of the 
market so that the group can respond in a similar manner to the product and a certain marketing way. 
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 Targeting 
Targeting is done by evaluating the similarity of the requirements/characteristics of some market groups 
according to its segmentation such as the potential growth rate, competitive forces, and other factors of 
the market to consider the ability of the company to give what each market segment wants, in order to 
select which segments shall be served. 

 Positioning  
Positioning is a way to arrange a product in order to occupy a clear position, distinctive, and desirable on 
customer’s mind compared with competitor’s products. Positioning maps are used as a visual 
representation of customers' perceptions of some competitive products, a brand, or model. It can be seen 
by doing a survey of customers about the various attributes of the product and develop the dimensions and 
the graph shows the positions of some products, brands, and models (Peter & Olson, 2010). This study 
will be carried out the observations through the approach of attribute positioning of the third object based 
on an attribute or characteristics of sustainable tourism triangle to figure out how the positioning 
distribution map of each object and where they have advantages at. 

 Tourism 
Tourism is an activity of a traveling performed by someone temporarily away from their original places to 
the destinations area for some reasons that not intended to settle down or make a living but merely to 
satisfy their curiosity, to spend some free time or have a holidays as well as other purposes (Ismayanti, 
2012). 

 Tourist Destinations 
Tourist destinations is generally defined as the place where a person intends to travel or also directed to 
visit. Tourist destinations is defined as "the place where tourists intend to spend their time away from 
home". A place referred as a tourist destinations when it visited by tourists who also took the time to stay 
there temporarily (Hermantoro, 2011). 

 Traveler 
In the Tourism Act No. 10 year 2009 article (2), presented that the traveler is a person or group of people 
conducting trip by visiting a particular place for the purpose of recreation, self-development, or to learn 
the uniqueness of the visited tourist attraction in the interim time period (DPRRI, 2009). 

 Sustainable Tourism 
UNWTO defined the Sustainable Tourism as “tourism that takes full account of its current and future 
economic, social and encironmental impacts, addressing the needs of visitors, the industry, the 
environment and hos communitites”. Furthermore, Wray (2010) said it would be very useful when 
conceptualizing sustainable tourism as a triangle. Three points in this triangle represents the value of the 
environmental, social, and economical situations of the tourist destinations. This triangle is called “The 
Sustainable Tourism Triangle” that can be seen in Fig. 1. 

 
Fig. 1. The Sustainable Tourism Triangle 

As well as Wray, Mearns (2012), Padin (2012), Delgado & Palomeque (2014) also using the model of socio, 
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economic, and environmental as a measure of sustainable tourism. The third dimension of sustainable tourism are 
explained as follows: 

 Social Sustainability 
Social Sustainability also called socio-cultural sustainability is an attitude of respect to human rights and 
equal opportunities among fellow social beings. There is an equalization in the distribution of the benefits 
of tourism with a primary focus to reduce poverty. Their attention to the local communities, maintenance 
of living systems, recognize and respect indigenous cultural authenticity, preserving the architectural and 
cultural assets as well as traditional values, religious tolerance and avoid all forms of exploitation. 

 Economic Sustainability 
Economic sustainability aims to improve the welfare of the whole society, employment opportunities with 
a competitive business sector, and the gain of profit on all the activities that have an economic value. The 
important thing is, economic sustainability ensure the survival of the country's economic sector and its 
ability to survive in the long run. 

 Environmental Sustainability 
Environmental sustainability guaranteed environmental conservation and the management of 
environmental resources which is a key element in tourism development and is essential for life. It is 
required an action to reduce air pollution, land and water destructions, and the preservation of biodiversity 
and natural heritage. 

Theoretical Framework 
The assessment in this study broadly obtained based on the attributes of sustainable tourism that has been 

considerd from previous studies which were selected by sustainable tourism triangle. Sixteen attributes of the 
three dimensions of sustainable tourism which is based on the definition of each dimension according to Wray 
(2010), Mearns (2012) and Padin (2012). The sixteen attributes of the three dimensions are as follows: 

1. Social Sustainability 
(1) local cultures, (2) diversification of tourist attractions and resources, (3) degree of tourist satisfaction, 
(4) tourist products suitable for the disabled, 

2. Economic Sustainability 
(5) tourist accommodation offer, (6) tourism accesibility, (7) tourist expenditures, (8) facilities and basic 
services, (9) economic benefits of tourism, 

3. Environmental Sustainability 
(10) solid waste management, (11) air pollution, (12) noise pollution, (13) water availability and 
conservation, (14) energy consumption, (15) biodiversity and nature reserves, (16) incorporation of 
environmental criteria in tourism planning. 
The conceptual framework of the study can be seen in Fig. 2. 

 

 
Fig. 2. Theoretical Framework 
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Research Methodology 
This research is using a quantitative descriptive method which the data were collected through questionnaires. 

The sampling consists of 400 respondents which are tourists who have traveled to Bali, Bandung, and Yogyakarta 
that conducted by the convenience sampling technique. The data collected were analyzed by Correspondence 
Analysis (CA) technique using SPSS 20. Correspondence Analysis or also called ANACOR, is used to determine 
or assess a variable towards a tourist destinations that has been perceived by tourists then later known where each 
tourist destinations take an advantages of each attributes (Santoso, 2015). The advantages of the CA is the ability 
to place objects on a map, along with the attributes of the object, thus providing a relatively more complete 
information. Attributes that are used in this analysis is the sixteenth-dimensional attributes of sustainable tourism 
that had been identified previously. Step-by-step analysis of the data using the CA are as follows (Hair et al., 
2010): 

1. Arrange contingency tables 
2. Calculating chi-square value 
3. Make a perceptual map 

Results and Discussions 
 Respondents’ Characteristics 

The primary data used in this study was obtained from distributing questionnaires to 400 respondents who 
were tourists who've been traveled to Bali, Bandung, and Yogyakarta (all three). Each respondent has a 
different demographics background. A summary of the characteristics of the respondents used in this 
study are presented in Table 1. 

Table 1. Respondents’ Characteristics 
Respondents’ Characteristics Option Q 

(People) 
Percentage 

(%) 
Genders a. Male 

b. Female 
179 
221 

45 
55 

Age a. 18 – 30 years old 
b. 31 – 49 years old 
c. ≥ 50 years old 

239 
99 
62 

60 
25 
15 

Occupation a. Students/Scholars 
b. Private Employees 
c. Bureaucrat Officer 
d. Entrepreneur 
e. Housewives 
f. Other 

200 
86 
18 
54 
35 
3 

51 
21 
5 

13 
9 
1 

Budget for traveling expenses a. < Rp 2.000.000 
b. Rp 2.000.001 – Rp 3.500.000 
c. Rp 3.500.001 – Rp 5.000.000 
d. > Rp 5.000.000 

102 
102 
64 

132 

25 
25 
16 
34 

Hometown a. Jawa 
b. Sumatera 
c. Sulawesi 
d. Nusa Tenggara & Bali 
e. Kalimantan 

330 
33 
7 

21 
9 

83 
8 
2 
5 
2 

Frequency of visits to Bali a. 1x 
b. 2 – 3x 
c. 3x 

168 
81 

151 

42 
38 
40 

Frequency of visits to Bandung a. 1x 
b. 2 – 3x 
c. 3x 

12 
41 

357 

3 
10 
87 

Frequency of visits to Yogyakarta a. 1x 
b. 2 – 3x 
c. 3x 

64 
135 
206 

16 
33 
51 

Total  400 100 

Based on Table 1 it can be seen that out of the 400 respondents who had traveled to Bali, Bandung and 
Yogyakarta are dominated by female, aged between 18-30 years old, that were a students/scholars. Most of these 
tourists spend budget > Rp 5,000,000 for traveling and come from the island of Java. 
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 Correspondence Analysis Results 

Contingency Table 
The first step in the use of correspondence analysis is to make contingency tables or also called 
correspondence table is a cross-tabulation of two ordinal or categorical variables that contain frequencies 
in each cell response matrix that is based on data traveler preferences to the attributes of each travel 
destination. The contingency table, the category row are attributes of sustainable tourism triangle 
consisting of 16 attributes, while the category column is a tourist destination consisting of three 
destinations. The contingency tables can be seen in Table 2. 

Table 2. Contingency Tables between the Attributes Sustainable Tourism Triangle and Each Tourist Destinations 
Attributes Bali Bandung Yogyakarta Total 
Local cultures 397 221 395 1013 
Diversification of tourist 
attractions and resources 

 
397 

 
300 

 
386 

 
1083 

Degree of tourist satisfactions  
387 

 
264 

 
325 

 
976 

Tourist products suitable for the 
disabled 

 
220 

 
191 

 
125 

 
536 

Tourist accommodation offer  
384 

 
359 

 
297 

 
1040 

Tourism accessibility 394 313 375 1082 
Tourist Expenditures 365 223 344 932 
Facilities and basic services  

389 
 

263 
 

278 
 

930 
Economic benefits of tourism  

344 
 

312 
 

386 
 

1042 
Solid waste management 155 120 219 494 
Air pollution 174 136 261 571 
Noise pollution 148 214 328 1042 
Water availability and 
conservation 

 
364 

 
349 

 
365 

 
1078 

Energy consumption 148 327 322 797 
Biodiversity and nature reserves  

382 
 

155 
 

339 
 

876 
Incorporation of environmental 
criteria in tourism planning 

 
 

194 

 
 

359 

 
 

288 

 
 

841 
Total 4842 4106 5033 13981 

Table 2 shows the cell that contains the number of positive responses of each respondent on each attribute for 
each destination. From the total positive responses given by the respondents, Yogyakarta earn 5033 points, then 
Bali earn 4842 points and Bandung earn 4106 points from the total of N = 13981. 

Chi-Square Test 
The second step is to calculate the value of chi-square. Chi-square value describes the size of the 
proximity of each variable category, which in this study is the attribute of destination. From the chi-square 
value will also be known to the distance used to describe the points on the plot correspondence or 
perceptual map (Hair et al., 2010). The result can be seen in Table 3. 

Table 3. Chi-Square test results 
Chi-Square Tests 

 Value df Asymp. Sig. (2-
sided) 

Pearson Chi-Square 500.017a 30 .000 
Likelihood Ratio 518.131 30 .000 

Linear-by-Linear Association 63.226 1 .000 

N of Valid Cases 13981 
a. 0 cells (0.0%) have expected count less than 5. The minimum expected count is 
145.08. 
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Correspondence analysis was used to determine the advantages each destination on each attribute. The 
feasibility of correspondence analysis model can be seen from the significant value on Pearson Chi-Square test that 
valued 500.017a and Asymp. Sig. (2-sided) of 0.000 that less than 0.05, which means between categories of 
attributes and destinations shown have a decent use and a statistical meaning. Interrelation between categories of 
attributes and tourist destinations are tested by Likelihood Ratio Test and the Linear-by-Linear Association with 
test values obtained respectively 518.131 and 63.226, and Asymp. Sig. (2-sided) of 0.000 that less than 0.05, which 
means between categories are interrelated significantly. 

Perceptual Map 
The final step of the correspondence analysis method are describe the positioning of each travel 
destination through a perceptual map that shows how Bali, Bandung, and Yogyakarta are positioned 
towards the attributes of sustainable tourism triangle basen on the perception of tourists. The perceptual 
map can be seen in Fig. 3. 

 
Fig. 3. Tourist Destinations’ Perceptual Map Based on Sustainable Tourism Triangle Attributes 

Fig. 3 shows the distribution of positions between attributes with tourist destinations. The distribution of these 
positions indicated that: 

1. Bali is in quadrant II (top right), which is the same quadrant with attributes (2) the diversity of attractions, 
(3) the level of tourist satisfaction, (4) sensitive to the disability, (6) the ease of access and tourism (8 ) 
basic tourism services. However, when looked at more specifically, Bali has the advantage of attributes 
(3) and (8) that is caused by the proximity between Bali with both these attributes that make it identical. 
Thus, Bali as a tourist destination could further improve its tourism services such as hospitality at the 
hotel as well as other public services relating to tourism in order to continue to improve the satisfaction of 
tourists that Bali remains were positioned as a tourist destination that has a satisfactory tourism services. 

2. Bandung is located in the first quadrant (upper left), which is the same quadrant with attributes (5) the 
availability of tourism facilities, (13) the availability of clean water and conservation systems, and (16) 
Integration of environmental elements in the planning of regional tourism. However, when looked at more 
specifically, Bandung has the advantage of attributes (16) which is caused by the proximity between 
Bandung with those attributes compared to other destinations as well as with other attributes that are in 
one quadrant. The local governments should further demonstrate its commitment to environmentally 
friendly tourism so that the position of Bandung in the minds of tourists is maintained. 

3. Yogyakarta is in quadrant IV (below left), which is the same quadrant with the attribute (9) value of 
tourism to the local economy, (11) air pollution, (12) the noise pollution, and (14) the use of energy. 
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However, when looked at more specifically, Yogyakarta has the advantage of attributes (10) and (11). 
Although it is not in the same quadrant, Yogyakarta with attributes (10) that waste management is 
considered better than the other destinations. Thus, if Yogyakarta wants to stay ahead of other 
destinations, can be cultivated several programs that can reduce air pollution, such as bike to work, bike to 
school, car-free day, additional modes of mass transportation, and continue to empower historical 
transportations such as Onthel or Andong. In addition, because it is considered to have good waste 
management, should it be maintained for example by building a dispose of waste in place culture by 
providing bins in every tourism objects. 
 

Conclusions 
The result showed that each destinations has its own advantages and considered different from each other. 

Tourists saw that the advantages of Bali are degree of tourist satisfaction and facilities and basic services. Bandung 
is considered to have the advantage on the incorporation of environmental criteria in tourism planning compared to 
the other destinations. Yogyakarta is considered have advantages on solid waste management and low air pollution 
levels. The summary of the advantages of each tourist destinations can be seen in Table 4. 

 Table 4. The Summary of The Advantages of Each Tourist Destinations 
Tourist Destinations  Advantages 
Bali (3) 

(8) 
Degree of tourist satisfaction 
Facilities and basic services 

Bandung (16) Incorporation of environmental criteria in tourism 
planning 

Yogyakarta (10) 
(11) 

Solid waste management 
Air pollution 
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Abstract  

In order to gain competitive advantages and compete in the global market, SMEs are pushed to adopt the internet based ICT in 
their business process. Despite of numerous benefit provided by the internet adoption, the internet adoption in developing 
countries’ SMEs are still low. Thus this study is aimed to examine the factors influencing internet based ICT adoption in 
developing countries’ SMEs. This study was conducted in Indonesia with Batik Trusmi, Cirebon, West Java as the case study. 
Partial least square-structural equation model (PLS-SEM) was used as the analytical tool. The findings showed six factors that 
significantly influencing the internet based ICT adoption in Batik Trusmi:  CEO’s knowledge, firm size, competitor, pressure 
from buyer/supplier, perceived benefit, and cost. 
 
Keywords: ICT adoption; internet adoption; SME; Indonesia; Batik Trusmi; PLS-SEM. 
 

1. Introduction 
The development of Information and Communication Technology (ICT), especially the use of internet, has 

brought changes into business environment. It assists the firms to enhance their customer service, reduce 
distribution costs, reduce marketing costs and develop marketing activities (Alam et al., 2007). Furthermore, the 
use of internet in business process creates opportunities for the firm to overcome the size disadvantages (Lester & 
Tran, 2008), access global market, gaining competitive advantages (Ghobakhloo et al., 2011), enhance the firm 
performance and create service responsiveness (Eng, 2008a) that lead to customer satisfaction (Eng, 2008b). Thus 
companies are being pressured to adopt the internet based ICT in order to compete in existing business 
environment (Zhao, 2010). 

The necessity to adopt internet in business process is not only for the large enterprises but also for the small one 
like Small Medium Enterprises (SMEs). Zhu et al  (2003) state that it is pivotal for SMEs to adopt the internet in 
order to compete in global market. Numerous studies claim that without adopting the Internet, the SMEs would not 
be survived in the business environment (Thurasamy et al., 2009; Rahayu & Day, 2015). However, despite of 
various findings about the importance of internet in SMEs business process, the internet adoption among SMEs is 
still low, especially in developing country (Kontelnikov, 2007; Tan et al., 2009; Ghobakhloo et al., 2010).  

As the backbone of the economic development in developing countries, the internet adoption among SMEs still 
regrettably left behind compared with the SMEs in developed country (Rahayu & Day, 2015).  The quality, 
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availability, and the cost needed to access the infrastructure are mentioned as some barriers for SMEs in 
developing countries to adopt ICT (Ghobakhloo et al., 2011; Molla & Licker, 2005). The size of the SMEs in 
developing countries and the lack of training and capable human resource to operate technology, also become the 
concerns in SMEs technology adoption (Olatakun & Bankole, 2010), not to mention the incomplete government 
regulation on internet based business (Tan et al., 2009). This situation raises the question as to what are the factors 
that influence the internet based ICT adoption among SMEs in developing countries. It is important to study since 
previous researches mostly focusing on SMEs in developed country. (Molla & Licker, 2005; Ghobakhloo et al., 
2011; Awa et al., 2014). Thus, to better understand this issue, examining the factors influencing internet based ICT 
adoption among SMEs in developing countries is necessary. 

Indonesia was chosen as the developing country where the research would be conducted. As the fourth largest 
country in term of population, SMEs make 99% of all businesses in Indonesia and absorbed 96.99% of 
employment (Department of SMEs Indonesia, 2013) yet shows low rate of internet based ICT adoption on the 
SMEs business process. (Rahayu & Day, 2015; Kotelnikov, 2007). According to the report by Economist 
Intelligence Unit (2010) Indonesia was ranked 65th out of 70 countries in its digital economy readiness. Indonesia 
was left behind other South-East Asia countries such as Singapore in 8th rank, Malaysia in 36th, Thailand in 49th, 
and Vietnam in 62nd, which might explain the slow adoption of internet based ICT in Indonesian SMEs. Therefore 
conducting the study about factors influencing internet based ICT adoption in Indonesian SMEs would contribute 
to the understanding of internet adoption among SMEs in developing countries.  

 
2. Literature Review 
Internet Based ICT and SMEs 

Koltenikov (2007) state that not every SMEs have to adopt the same level of ICT advancement. According to a 
report by Deloitte (2015), there are four levels of Internet based ICT adoption in Indonesian SMEs. The first level 
is Offline Business. On this first level, the firms do not have any access to computer or smartphone, broadband, 
and do not have website. Then the second level is Basic Online Business. The firms with basic online business 
level are having the broadband access, computer/smartphone, and steady online presence. The next level is 
Intermediate Online Business: the firms are integrating the website with social media, keeping the live chat or 
communication threads on their website. The fourth level is Advanced Online Business. In this last level, the firms 
are having advanced connectivity, social media integration and e-commerce capabilities.  

In this study, we aim for the internet based ICT level in SMEs. Tan et al (2009) define internet based ICT as 
the use of internet in business process by using computers, software, and network. Studies find that the use of 
internet based ICT in business process among SMEs would beneficial for the SMEs growth. The advantages in 
adopting the internet based ICT are found in every aspect in business process (Kotelnikov, 2007; Lester & Tran, 
2008; Tan et al., 2009; Ghobakhloo et al., 2011; Eng, 2014b; Albakri & Katsioloudes, 2014). We summarize the 
benefits on adopting internet based ICT into four groups in Table. 1are financial, procurement, service, and market 
access. 

Table 1. The Advantages of Adopting Internet Based ICT 
Group Detail Advantages 

Financial Reducing operating cost. 
Reducing transaction cost. 
Reducing communication and administration cost. 
Increasing performance sale. 

Procurement Enhancing the speed of delivery due to better communication. 
Better coordination in the value chain. 

Service Closer relationship with customer. 
Effective communication with customer. 
Enhancing customer experience. 
Increasing customer satisfaction. 
Easier to fulfill customers requirement. 
Increasing service responsiveness. 

Market access Bigger opportunity to access larger market. 
Open access to market information. 
Easier to internationalize new venture. 

Sources:   Kotelnikov, 2007; Lester & Tran, 2008; Tan et al., 2009; Ghobakhloo et al., 2011; Eng, 2008b; Albakri & Katsioloudes, 2014 
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First, the internet based ICT creates financial benefit such as the reduction of operating cost, distribution cost, 
communication cost, and administration cost, it also enhancing the sales performance. The uses of internet also 
make the communication with the business partner become better that resulting better coordination of value chain 
and better speed of delivery. Then it is affecting the services too. The adoption of internet based ICT is proven to 
create an effective communication with customers so the firms are able to fulfill customers’ requirements and 
create closer relationship with the customers. This situation would lead to better customers’ experience and 
enhance customers’ satisfaction. Furthermore, the main benefit that the internet based ICT could offer in this 
globalization era is the opportunity to access the global and larger market. By adopting the internet based ICT, 
SMEs would be able to access the market information and knowledge.  

Despite of the numerous findings about the advantages on the use of internet based ICT in business process, the 
internet adoption among SMEs is still low, especially in developing country (Kontelnikov, 2007; Tan et al., 2009; 
Ghobakhloo et al., 2010). This situation is contrary with the SMEs in developed country where the adoption of 
internet based ICT among its SMEs is significantly growing, especially in United States and Europe (Awa et al., 
2014). Several studies report that the slow rate of internet adoption in developing country is due to some barriers. 
These barriers come from the internal and also from the external firms. From the internal one, the lack of qualified 
human resources to use, maintain, and develop the technology is considered as the challenge in adopting internet 
based ICT in SMEs. Moreover, the SMEs owner perception toward the suitability of Internet adoption on their 
business is also stated as the internal barrier (Olatakun & Bankale, 2016). As for the external one, the 
infrastructures become the main concern on adopting the internet based ICT. Unlike the well-developed 
infrastructure in developed country, developing country still struggling on accessing well qualified infrastructures 
with affordable cost (Molla & Licker, 2005; Ghobakhloo et al., 2011). Furthermore, the government readiness to 
assist and regulate the internet based business in developing country is also mentioned by Tan et al (2009) as the 
barrier from the external firms. Thus, in order to understand the internet based ICT adoption among SMEs, it is 
pivotal to examine the influencing factors behind it.  
 
Theoretical Framework of Internet Adoption 

By drawing upon literature, previous studies use several theories to examine the influencing factors of Internet 
adoption. The most common theories for internet adoption in SMEs in previous studies are Technology 
Acceptance Model (TAM) writers by Albakri & Kalsioloudes (2014); Awa et al. (2014) , Technology 
Organization and Environment (TOE) writers by Zhu et al. (2003); Alqirim (2007); Zhao (2010); Ghobakhloo et 
al. (2011); Sila (2013); Jahongir & Shin (2014); Rahayu & Day (2015); Setiowati et al. (2015), and Theory of 
Planned Behaviour (TPB) writers by Awa et al.(2014). 

Based on the previous studies, the TOE is deemed suitable to examine the factor of SMEs internet adoption. 
Unlike the other two frameworks, TAM and TPB, which are originally developed to assess on individual level of 
technology acceptance, the TOE was designed to examine the technology acceptance in organizational context 
(Rahayu & Day, 2015). TOE was developed by Tornatzky and Fleisher in 1990. This framework consists of three 
contexts that influence the technology adoption in a firm, they are: technological context, organizational context, 
and environmental context.  

Technological Context 
Technological context is related with the technologies that relevant with the firms, internal and externally (Zhu 

et al., 2003). In this study, the technological context is related with the perceived benefit (Premkumar, 2003; 
AlQirim, 2007; Ghoobakhloo et al., 2011; Rahayu & Day, 2015), perceived ease of use (Premkumar, 2003; Sila, 
2013), and cost (Premkumar, 2007; Ghobakhloo et al., 2011; Sila, 2013). 

Perceived benefit is defined as the benefit from the used of internet based ICT for the company and customers. 
Previous studies state this factor shows significant relationship with ICT adoption in SMEs, since in SMEs, the 
owner perceived benefit towards a system would really affect the final decision on adopting the system 
(Ghoobakhloo et al., 2011). According to this finding, this study would like to propose: 
H1: The greater Perceived Benefit (PB) of internet based ICT, the more likely internet based ICT would be 
adopted by Indonesian SMEs. 
  Perceived ease of use is also known as the complexity. It is defined as to what extent an innovation is perceived 
as complex to understand and use (Premkumar, 2003). Sila (2013) mention that less difficult innovation would be 
preferable to adopt. Thus, this study proposes: 
H2: The greater Perceived Ease (PE) of use of internet based ICT, the more likely internet based ICT would be 
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adopted by Indonesian SMEs. 
Considering most SMEs operate on limited financial resource, the adoption cost would become the 

consideration in the decision to adopt new system (Ghoobakhloo et al., 2011). The high cost of adoption is already 
mentioned as one of the barriers in adopting the internet based ICT in SMEs, especially in developing country 
(Sila, 2013), on that account the cost effectiveness is considered as the factor on adopting innovation.  
H3: The lesser the Cost (CO) for internet based ICT, the more likely internet based ICT would be adopted by 
Indonesian SMEs. 

Organizational context  
The organizational context refers to the firm’s characteristic. There were various variables to measure the 

organizational context from previous studies, such as: firm scope and size (Zhu et al., 2003; Premkumar, 2007; 
AlQirim, 2007; Ghobakhloo et al., 2011; Sila, 2013), top management support, communication channel, 
managerial time, information intensity (Premkumar, 2007; AlQirim, 2007), CEO’s knowledge, CEO’s 
innovativeness (Ghoobakhloo et al ., 2011). In this study, we use the following factors: firm size (Zhu et al., 2003; 
Premkumar, 2007; AlQirim, 2007; Ghobakhloo et al., 2011; Sila, 2013), CEO’s knowledge (Premkumar, 2003; 
Ghobakhloo et al., 2011; Sila, 2013), and CEO’s innovativeness (Ghobakhloo et al., 2011). 

The firm size is mostly found in innovation adoption literatures (Sila, 2013). It is because the larger size 
enterprises have several benefits than small enterprises like SMEs, such as: have more resources to adopt the 
internet based ICT business, more financial resources, and more power to encourage the trading partner to adopt 
the same technology (Ghoobakhloo et., 2011). Thus the size of the firm would affect the internet based IT adoption 
in SMEs. 
H4: The bigger the firm (FS), the more likely internet based ICT would be adopted by Indonesian SMEs. 

As mentioned before, the main decision on new system adoption in SMEs is mostly in the hand of the SMEs 
owner. For that reason, if the CEOs have an adequate knowledge about the benefits and the use of internet based 
ICT, the firms would more likely to adopt the system (Ghoobakhloo et al., 2011). Sila (2013) also mention that the 
positive attitude from the top management, in this case the SMEs owner, toward the change would lead the firm to 
accept the innovation easier. 
H5: The greater the CEO’s Knowledge (CK) about the internet based ICT, the more likely internet based ICT 
would be adopted by Indonesian SMEs. 

Ghobakhloo et al (2011) propose that aside from the CEO’s knowledge, CEO’s innovativeness also affecting 
the SMEs owner decision to adopt the internet based ICT in business process. They found that that the degree of 
innovation has positive relation with the adoption of ICT.  
H6: The greater the CEO’s Innovation (CI) about the internet based ICT, the more likely internet based ICT would 
be adopted by Indonesian SMEs. 

Environmental Context 
Environmental context is related with the factors in areas of operation. This study uses three factors to measure 

the environmental context: competitor (Zhu et al., 2003; Premkumar, 2003; AlQirim, 2007; Ghobakhloo et al., 
2011; Sila, 2013), government (Zhu et al., 2003; AlQirim, 2007), and pressure form buyer/supplier.  

Numerous studies have proposed competitor pressure as the influencing factors in many innovation literatures 
(Zhu et al., 2009). It is stated that one of the reason for SMEs to adopt new technology is to stay competitive in the 
market (Tan et al., 2009). Several researches support this view, since gaining competitive benefit in larger market 
is one of the benefit in adopting internet based ICT (Kotelnikov, 2007; Lester & Tran, 2008; Tan et al., 2009; 
Ghobakhloo et al., 2011; Eng, 2008b).  
H7: The greater the Competition (CT) in the business environment, the more likely internet based ICT would be 
adopted by Indonesian SMEs. 

Government assistance and willingness to regulate the internet based business is mentioned as one of barriers to 
adopt internet based ICT in SMEs (Tan et al., 2009). Thus several studies state that government is one of the 
influencing factors in ICT adoption among SMEs (Ghoobakhloo et al., 2011). 
H8: The greater Government (GV) support toward internet based ICT, the more likely internet based ICT would be 
adopted by Indonesian SMEs. 

Pressure from buyer means that the consumers are already adopted the Internet based ICT, so does the pressure 
from the supplier. It indicates the readiness of the market. Zhu et al (2009) define consumer readiness as the 
combination of consumer willingness to engage in Internet and Internet penetration in the population. It is an 
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important factor since it reflects the potential market and consumer understanding toward the new ICT innovation 
(Awa et al., 2014).  
H9: The greater pressure from buyer/supplier (PBS) toward Internet based ICT, the more likely Internet based ICT 
would be adopted by Indonesian SMEs. 
 
In general, this study propose three influencing factors on internet based ICT adoption in Indonesian SMEs based 
on the TOE framework. Thus we propose the conceptual model for this study as present in figure 1. 

 

Figure 1. Internet Based ICT Adoption Framework 

3. Methodology 
This study is aimed to examine the influencing factors of internet based ICT among SMEs. We conducted this 
study by using quantitative approach. Questionnaire based survey is deemed suitable method for this study to 
examine the influencing factors of internet based ICT adoption among SMEs. This study was analyzed using SPSS 
version 22 for demographic analysis and Partial Least Square (PLS) Path Modeling with R (Sanchez, 2013) for 
analyzing the factors influencing internet based ICT adoption.  
 
Instrument Development 
This study use TOE framework to explain the internet based ICT adoption. The internet based ICT adoption factors 
is measured through nine variables that developed from several previous studies about internet based ICT adoption 
in SMEs (Premkumar, 2003; AlQirim, 2007; Ghobakhloo et al., 2011; Sila, 2013), resulting 35 items questionnaire 
using five points Likert scale. As for the dependent variable, this study assisted the adoption of internet based ICT 
among SMEs through the questions about internet based ICT application used by SMEs. 

Sampling and Data Collection 
This study is conducted in Indonesia, specifically in Cirebon, West Java where the Batik Trusmi SMEs is growing. 
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Batik is traditional fabric from Indonesia. Batik is crowned as intangible world heritage by United Nations 
Educational, Scientific, and Cultural Organization (UNESCO) in 2009 and mostly Batik is introduced through 
SMEs. Batik Trusmi is named after the Trusmi area in Cirebon, West Java, Indonesia, where numerous batik artists 
are reside there. As the central area for Batik Industry in Cirebon, West Java, the SMEs number focusing on Batik 
Trusmi is growing (Borshalina, 2014). We use convenience-sampling method for this study. The questionnaires 
were distributed directly to the SMEs owners only, since the decision to adopt innovation is mostly decide by the 
SMEs owner (Ghobakhloo et al., 2011). From the period of July 7th until July 18th, 2016, we got 201 responds from 
the owners of batik trusmi SMEs. However only 193 questionnaires that suitable for further process due to the 
incomplete responds.  

4. Result and Discussion 
Demographic 
Based on the result of the questionnaire based survey, most of the SMEs owner of Batik Trusmi have Senior High 
School degree (72%). Though the number of male owner is higher than the females, the number difference is not 
really big. There are 48.7% female owner and 51.3% male owner. As for the firm level, based on the total asset, 
most of the SMEs in Batik Trusmi are micro firm (79.8%). We also measured the internet based ICT adoption 
level based on Deloitte (2015). The result indicated that the majority of the firms still on the basic level (86.5%). 
Only 1% from the total sample have already reached the advance level of internet adoption. Table 2 shows the 
demographic of this study: 

Table 2. Demographic 
 

 Frequency (n) Percentage (%) 
Education: 
Elementary school 
Junior high school 
Senior high school 
Diplome 
Undergraduate 

 
3 

25 
139 
15 
11 

 
1.6 

13.0 
72.0 
7.8 
5.7 

Firm level 
Micro 
Small 
Medium 

 
154 
28 
11 

 
79.8 
14.5 
5.7 

Internet adoption level 
Offline 
Basic 
Intermediate 
Advance 

 
8 

167 
16 
2 

 
4.1 

86.5 
8.3 
1.0 

 
Measurement Model 
Prior to model and hypotheses testing, we examined the measurement model by assessing the reliability, 
convergent validity, and discriminant validity (Sanchez, 2013). It is aimed to see how well the measurements 
represent each construct (Chin, 2010). For checking the reliability, the Cronbach’s Alpha, the Dillon-Goldstein’s 
rho, and eigenvalue of each item were examined. As for the validity, the Average Variance Extracted (AVE) Value 
was assessed to see the convergent validity and factor loading and cross loading of each item for the discriminant 
validity.  
 Based on the PLS result, the Cronbach’s alpha were higher than 0.7 in most indicators except for CI 
(0.545) and CT (0.357), the Dillon-Goldstein’s rho were higher than 0.7 in most indicators except the CT (0.664), 
and all the indicators had eigenvalues greater than 1. It indicated that the scale were reliable with the exception of 
CI and CT. Furthermore, we examined the result of convergent validity and discriminant validity on each item. For 
the AVE value, only CT (0.356) and PB (0.328) had value lower than 0.5. Then for the factor loading, we found 
several items with low factor loading: CT2, PB4, PB5, PB6, PB8, PB10; and three items that showed cross 
loading: CK5, CT2, and PB5. The results suggested that there were several items invalid for the measurement 
model. Thus we deleted some inappropriate items (Sanchez, 2013). Table 3 and Table 4 indicate the sufficient 
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reliability and validity for all the measurement after deleting some items. 
 

Table 3. The Reliability and Validity of Indicators 
 

 C.Alpha DG.rho Eig.1st AVE 
PE 0.866 0.909 2.86 0.714 
CO 0.927 0.954 2.62 0.874 
FS 1.000 1.000 1.000 1.000 
CI 0.642 0.848 1.47 0.736 
CK 0.902 0.936 3.79 0.754 
CT 1.000 1.000 1.000 1.000 
GV 1.000 1.000 1.000 1.000 
PBS 0.756 0.846 2.32 0.574 
PB 0.671 0.802 2.02 0.485 

 
Table 4. Loadings and Cross Loadings Values for The Indicators in The Model 

 
 PE CO FS CI CK CT GV PBS PB 

PE 
PE1 
PE2 
PE3 
PE4 

 
0.8862 
0.7746 
0.8525 
0.8622 

        

CO 
CO1 
CO2 
CO3 

  
0.8780 
0.9660 
0.9580 

       

FS 
FS1 

   
1.0000 

      

CI 
CI1 
CI2 

    
0.8743 
0.8408 

     

CK 
CK1 
CK2 
CK3 
CK4 
CK6 

     
0.9554 
0.9368 
0.9526 
0.9266 
0.4598 

    

CT 
CT1 

      
1.0000 

   

GV 
GV1 

       
1.0000 

  

PBS 
PBS1 
PBS2 
PBS3 
PBS4 

        
0.8755 
0.7498 
0.6048 
0.7038 

 

PB 
PB1 
PB3 
PB7 
PB9 

         
0.8424 
0.6302 
0.6527 
0.6371 

  
We deleted 8 items: CT2, CT3, CT5, PB2, PB4, PB6, PB8, and PB10. Resulting most the indicators had 

Dillon-Goldstein’s rho higher than 0.7, eigenvalues greater than 1, and Cronbach’s Alpha greater than 0.7. As for 
the two previous indicators with low Cronbach’s Alpha value, they showed increasing values (CI: 0.642 and CT: 
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0.671), which are still considered acceptable for reliability test (Sekaran, 2003). In conclusion, after deleting 
several items, the result indicated that the scale was reliable. For the validity test, there were no more cross loading 
factors founded, yet for the AVE value, the PB’s was still below 0.5 (PB: 0.485). However since previous studies 
mention PB as important factors in technology adoption (Ghoobakhloo, 2011), we still keep the indicator further.  

 
 

 
 

Figure 2. PLS Model on Internet Based ICT Adoption. 
 
Structural Model Assessment 
The structural model assessment is aimed to examine the quality of the model. According to Sanchez (2013) there 
are three indices to assess the structural model: first, the R2 to see the amount of impact of particular independent 
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latent variable on dependent latent variables. Second, the redundancy value, it is aimed to see how well the 
independent latent variables predict values of the indicators in edegenous variables. And the last one is Goodness 
of Fit (GoF), to see the quality of both measurement and structural models. Based on the PLS result, the R2 value 
for this model is 0.304, the redundancy value was 0.304, and the GoF was 0.453. It indicated that the model was 
acceptable (Sanchez, 2013). Figure 1 shows the PLS SEM: 
 
Hypothesis Testing and Discussion  

To examine the relevance and the significant of the structural model relationship, we assess the size of path 
coefficients (to see the relevance of the relationship) and the t values (to see the significance of relationship). 
Based on the result, CK has the biggest effect on IA (0.242), followed by FS (0.227), CT (0.176), PBS (0.148), 
PB(0.134), and CO (-0.076). 
 

Table 5. t-values (Path Coefficients Significance) 
 

 Path Coefficient (β) t-values 
PE – IA -0.040 -0.427 
CO – IA -0.076 -1.000 
FS – IA 0.227 3.317 
CI – IA 0.031 0.430 
CK – IA 0.242 3.000 
CT – IA 0.176 2.630 
GV – IA 0.032 0.404 
PBS – IA 0.148 1.860 
PB – IA 0.134 1.590 

 
Most of the paths were statistically significant (t-values>0.98) (Hair et al., 2014), except for: PE – IA (-0.427); 

CI – IA (0.430); and GV – IA (0.404). The results then were used to test the hypotheses of this study. 
Hypotheses 1: 

The greater Perceived Benefit (PB) of internet based ICT, the more likely internet based ICT would be 
adopted by Indonesian SMEs. 

The result shows that there is positive relation between Perceived of Benefit and internet based ICT adoption. Thus 
the H1 is accepted. (β=0.134, t-values>0.98). This finding is inline with the study by Ghobakhloo et al (2011), the 
CEOs perception toward the usefulness of the technology would positively affect the technology innovation. 
Hypotheses 2:  

The greater Perceived Ease of use (PE) of internet based ICT, the more likely internet based ICT would 
be adopted by Indonesian SMEs. 

The path coefficient showed significant negative relation between the perceived ease of use and internet based ICT 
adoption (β= -0.040, t-values>0.98), so the perceived ease of use have no significant relationship with internet 
based ICT adoption. It means that the H2 is rejected. It is line with the previous study by Grandon &P earson 
(2004) where the perceived ease of use did not show significant effect on e-commerce adoption in Chile SMEs. 
Hypotheses 3:  

The lesser the Cost (CO) for internet based ICT, the more likely internet based ICT would be adopted by 
Indonesian SMEs. 

The result showed negative relation between cost and internet adoption (β=-0.076, t-values>0.98). It indicates that 
the lesser the cost, the more likely internet based ICT would be adopted. Thus the H3 is accepted. Financial matter 
is one of the issues in Indonesian SMEs (Tambunan, 2009), it makes the cost consideration would not be a 
surprising influencing factor in internet adoption (Ghobakhloo et al., 2011; Sila, 2013). 
Hypotheses 4:  

The bigger the Firm (FS), the more likely internet based ICT would be adopted by Indonesian SMEs. 
There was significant positive relationship between the firm size and internet based ICT adoption. On that account, 
H4 is accepted (β= 0.227, t-values>0.98). According to the result of this study, firm size has the second biggest 
effect on Internet based ICT. As mentioned before, the larger companies have several privileges that the small 
firms do not possess: financial, resources, and power (Ghoobakhloo et al., 2011). Furthermore, this study also 
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strengthening this finding by presenting the demographic data where most of the SMEs in this study are in micro 
level with basic level internet adoption. 
Hypothese5:  

The greater the CEO’s Knowledge (CK) about the internet based ICT, the more likely internet based ICT 
would be adopted by Indonesian SMEs. 

The result showed positive relationship between CEOs knowledge and internet based ICT adoption. Thus the H5 is 
accepted (β= 0.242, t-values>0.98). CEO’s knowledge have the biggest effect on internet based ICT adoption 
among Indonesian SMEs. As the main decision maker in the firms, the knowledge of the owners about innovation 
would be affecting the innovation adoption (Ghobakhloo, 2011; Sila, 2013). Particularly in Indonesian SMEs 
where the firms mostly do not have management level. So, every decisions based solely in one person. 
Hypotheses 6:  

The greater the CEO’s Innovation (CI) about the Internet based ICT, the more likely internet based ICT 
would be adopted by Indonesian SMEs. 

The result shows that the relationship between CEO’s innovativeness and internet based ICT adoption is not 
significance, thus the H6 is rejected (β= 0.031, t-values<0.98). The finding indicated that the CEO’s 
innovativeness do not influence the internet based ICT adoption. 
Hypotheses 7:  

The greater the Competition (CT) in the business environment, the more likely internet based ICT would 
be adopted by Indonesian SMEs. 

There was significant relationship between competition and internet based ICT adoption, so the H7 is accepted (β= 
0.716, t-values>0.98). Competitor factor is following CEO’s knowledge and firm size as the biggest influencing 
factor in internet based ICT adoption. As the main objective of adopting technology is to gain competitive 
advantages in the global market (AlQirim, 2007), this finding inline with previous studies by Zhu et al (2009) who 
mentioned competitor pressure as the influencing factors that mostly find in many innovation literatures. This 
statement also supported by Kotelnikov, 2007; Lester & Tran, 2008, and Eng, 2008b).  
Hypotheses 8: 

The greater Government (GV) support toward internet based ICT, the more likely internet based ICT 
would be adopted by Indonesian SMEs. 

There was no significant relationship between government support toward internet based ICT adoption. For that 
reason, the H8 is rejected (β= 0.032, t-values<0.98). Unlike the previous studies about internet adoption in 
developed country where government became one of the factors in internet adoption, this study shows otherwise. 
The possible explanation of this finding might be the lack of the government readiness to assist and regulate the 
internet based business in developing country (Tan et al., 2009), particularly in Indonesia (Tambunan, 2009).  
Hypotheses 9:  

The greater Pressure from Buyer/Supplier (PBS) toward internet based ICT, the more likely internet 
based ICT would be adopted by Indonesian SMEs. 

The result shows significant relationship between pressure from buyer/supplier toward internet based ICT 
adoption. Thus the H9 is accepted (β= 0.148, t-values>0.98). The pressure from buyer to adopt the internet based 
ICT means that the consumers are already using the technology. It indicates that there is market existing for this 
kind of innovation (Zhu et al., 2009). The pressure is not only come from the consumers, but also from the 
supplier, particularly if the supplier is a larger firm. Ghobakhloo et al (2011) argue that the larger firms are having 
the power to pressure their smaller trading partner to adopt the innovation for the sake of their own efficiency. 
 
In summary, there are six influencing factors on internet based ICT adoption in Indonesian SMEs are found in this 
study, they are: CEO’s knowledge, firm size, competitor, pressure from buyer/supplier, perceived benefit, and cost. 
Figure 3 presents the summary of the hypotheses; the black arrow indicates that the independent variables are 
influencing the dependent, while the red one are not. 
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Figure 3. The Hypotheses Summary 

5. Conclusions & Limitation 
By using the Partial Least Squares Structural Equation Model (PLS-SEM), we conducted the study about factor 

influencing the internet based ICT adoption among Indonesian SMEs, especially in Batik Trusmi, Cirebon, West 
Java. We proposed nine hypotheses based on the Technology Organization Environment (TOE) framework. The 
results accepted six hypotheses: CEO’s knowledge, firm size, competitor, pressure from buyer/supplier, perceived 
benefit, and cost. As for the perceived ease of use, CEOs innovativeness, and government, do not significantly 
influence the internet based ICT adoption in Indonesian SMEs.  

Further study with bigger sample size is suggested to confirm the model. Moreover, the combination of several 
technology adoption frameworks is also proposed for enriching the ICT adoption literature, particularly in 
Indonesian SMEs. 
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Abstract  

Indonesian WiFi @wifi.id is the most popular WiFi-based internet service in Indonesia which combines the advantages of 
mobility owned by cellular network and reliable quality of cable network. However, the rate of user adoptions in using this 
service is still low. Therefore, it is important to know the factors that influence user’s intention and behavior of @wifi.id 
internet service. 

This research will determine the factors of user’s preferences using @wifi.id services and the factors of intention 
influence and use behavior in using @wifi.id services based on UTAUT 2 Model. This research uses 420 respondents of 
@wifi.id internet service users in Telkom University. Using questionnaire as the main data collection tool consisting of user 
preference questions and 28 items of statements covering nine construct variables. Traditional conjoint analysis with regression 
is used to test user preference and the measurement uses Structural Equation Modelling (SEM) with LISREL 8.80 and AMOS 
22 for moderating variables measurement. 

The results of this research suggest that frequency of usage is an important factor in @wifi.id user’s preferences. 
UTAUT2 factors which contribute to the Behavioral Intention are Habit, Price Value, Facilitating Condition, Effort 
Expectancy, and Performance Expectancy. Those factors contribute as much as 61%, while, factors which contribute to the Use 
Behavior are Behavioral Intention and Habit as much as 53%. It is proven that Age moderates the impact of Social Influence 
and Price Value on Behavioral Intention, while Gender moderates the impacts of Social Influence and Hedonic Motivation on 
Behavioral Intention along with Habit on Use Behavior. Experience is proven to moderate the influences of Facilitating 
Condition and Hedonic Motivation on Behavioral Intention along with Habit on Use Behavior.   
 
Keywords: Operation Management; UTAUT2; SEM; Technology Adoption 

1. Introduction 

A flexible internet connectivity is a necessary need in today's modern era, (Mulyono & Thamrin, 2014). It drives 
the market in developing countries like Indonesia, which has reduced the access to dial-up telephone connections 
and further develop the Internet services with mobile technology (indotelko, 2015). Based on the trends statistic 
obtained from google trends, @wifi.id is the most popular WiFi-based Internet service in Indonesia. But it is not 
accompanied by the acceptance of the services usage because of the low productivity that @wifi.id generates 
(Telkom, 2015) 

2. Basic Theory and Conceptual Framework 

The use of technology is one of the most studied phenomena which has produced several models developed 
in the areas (Pahnila et al., 2011: 2). Researches on the acceptance of technology have tried to clarify the 
contributing factors for the success or failure of information systems and technology (Wills et al., 2008 in 
Marhaeni, 2014: 14). The Unified Theory of Acceptance and Use of Technology (UTAUT) is one of the latest 
technology acceptance models developed by Venkatesh et al. (2003). UTAUT2 is an extension of UTAUT model 
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developed by Venkatesh, Tong, and Xu in 2012. Venkatesh et al. (2012: 157) tested the UTAUT2 model which 
explains three new constructs namely hedonic motivation, price value, and habit. While age, gender, and 
experience are the differentiators of each individual, used as a moderating effect toward behavioral intention and 
the use of technology. UTAUT2 Model which is developed by Venkatesh et al. (2012: 160) can be seen in figure 1 

 

 
Fig 1. Unified Theory of Acceptance and Use of Technology 2  

UTAUT 2 model which was developed by Venkatesh et al. (2012) uses moderating variables that influence 
the acceptance of technological use, namely Age, Gender, and Experience. Therefore, this study will refer to the 
UTAUT2 model that is served as the conceptual framework of the study. 

This research uses a quantitative approach involving causal studies. According to Zikmund et al. (2010: 57), a 
causal research functions to identify causal relationships. When something causes an impact, it means it will make 
it happens. This study uses the level of ordinal scale and Likert scale is used to measure attitudes, opinions, and 
perceptions of a person or a group of social phenomenon (Sugiyono, 2014: 93). 

This study uses the technique of nonprobability sampling because the number of the population members is not 
precisely known, and every member of the population has not been known or predetermined to be selected as a 
sample. A more specific technique used in this research is the convenience sampling. Samples were chosen in 
consideration of convenience, members of the population are willing to become the respondents to be sampled in 
this study. There are 420 samples successfully obtained and used. Data was collected by the technique of cross-
sectional. 

This study uses two analysis techniques; Traditional Conjoint Analysis to analyze the demographic 
characteristics of the respondent preferences and Structural Equation Model (SEM) analysis to test and confirm the 
theory based on the model of UTAUT 2. 

3. Discussion 

3.1. Characteristics of Respondent Preferences 

Consumer preference Analysis of the @wifi.id internet service using conjoint method produces values of 
utility (path worth utility) which describe consumer appraisal for each attribute level with positive and negative 
numbers that indicate the level of consumer preferences. Results of utility values for each attribute and level can be 
seen in Table 1 below. 

.  
Table 1. Path worth utility 

No Attribute Level Path Worth Utility 
1. Media Access 1. Offloading User 

2. Pulse Deduction 
3. Voucher Wifi.id 
4. Free Access 

1. 1,75 
2. 2,82 
3. 1,36 
4. 0,79 

2 Frequency of use 1. Every day 
2. Several times a week 
3. Several times a month 
4. Several times a year 

1. -2,30 
2. -1,94 
3. -0,28 
4. -2,98 

3 Duration of Use 1. <15 minutes 
2. 15 minutes – 1 hour 
3. 1 – 2 hours 
4. >2 hours 

1. 0,65 
2. 3,51 
3. 0,98 
4. 1,41 
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The level of importance of the attributes is the factor of importance, wholly obtained from the stages of 
conjoint analysis that explains the level of consumer preferences towards consumer preference factors at a 
predetermined attribute. Results of the level of importance of the attributes can be seen in Table 2 below. 

 
Table 2. Factor of Importance 

No Attribute Range of Part Worth Factor Importance 
1. Frequency of use 7,52 36,09 % 
2. Media access 6,74 32,34 % 
3. Duration of use 6,58 31,55 % 

 
Conjoint analysis in principle aims to estimate the pattern of respondent's opinions on the results of conjoint 

with the actual opinions of the respondents in the stimuli process. The accuracy of the prediction value produced 
by the method of traditional conjoint analysis can be seen from the value of F and R-square as shown in the 
following table 3. 

 
Table 3.  Values of R2 and F 

R Square  0,489 

Adjusted R Square 0,369 

Significance F 0,00019 

Referring to the results of conjoint analysis that has been done concerning the preferences of the respondents 
on the @wifi.id internet service in Telkom University, based on the results of stimuli combination shows the 
combination of attributes and the most preferred level for the respondents, based on the value of utility within the 
respondent preference is those who use the @ wifi.id service at Telkom University using media access in the form 
of pulse deduction with the utility frequency of several times a month and within the duration of 15 minutes to 1 
hour. The R Square value is 0.489 in which 48.9% is explained by the variables in this study, while 51.1% of other 
variables are not described. So it can be concluded that the level of accuracy that can be estimated through the 
coefficient toward the design of the attributes is not really good (value closer to 1 is better) (Orme, 2010: 73). 
While the value of F statistic obtained is relatively small at 0.00019. It indicates that the overall regression analysis 
is valid. 

 

3.2. Structural Equation Model   

There are nine latent variables in this study, namely Performance Expectancy (PE), Effort Expectancy (EE), 
Social Influence (SI), Facilitating Condition (FC), Hedonic Motivation (HM), Price Value (PV), and Habit (HT). 
Each variable is measured by several indicators as many as 28 indicators as a whole. In addition to the latent 
variables, there are also three moderating variables namely Age, Experience, and Gender. The theoretical model 
used in this study is aimed to analyze how causal relationships and the influence of each of these variables affect 
the acceptance behavior of Indonesia wifi service utility @wifi.id in Telkom University. The stages of SEM 
analysis are done with the assistance of LISREL 8.80 software. 

According to Latan (2012: 74) that generally before conducting a structural model analysis, it is a must to do 
model measurement first to test the validity and reliability of the indicators which form the constructs or latent 
variables by conducting a confirmatory factor analysis (CFA). Based on the results of CFA test, it is found that all 
the indicators have been in a valid condition as the loading factor value of all the indicators is > 0.50. 

After the indicators of the respective latent variables have been tested by CFA, then it is continued by 
analysing full structural model as a whole and assess the feasibility of the model through Goodness of Fit (GoF) 
test. Here are the results of research based on the UTAUT2 model used in the structural model test using LISREL 
8.80 program in Table 4 below. 

 
Table 4.  Results of Goodness of Fit Test 

Criteria Cut off Value Output Explanation 
Chi-Square  >0,05; expected to be small 0,069 Good Fit 
GFI >0,90 0,94 Good Fit 
RMSEA <0,05 0,017 Good Fit 
CFI >0,90 0,99 Good Fit 
IFI >0,90 0,99 Good Fit 
NFI >0,90 0,96 Good Fit 
RFI >0,90 0,95 Good Fit 
RMR <0,08 0,032 Good Fit 
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Based on Table 4 above, it can be concluded that the overall result of UTAUT2 goodness of fit test is very 
good and meets all the required criteria. The hypotheses Test using LISREL is done by looking at the value of the 
t-value in the structural equations and the output image of the structural model. Below is the t-values obtained in 
the measurement of the structural model with LISREL 8.80 in Table 5. 

Table 5.  Hypothesis Test Results 
Variable Correlation t-value Conclusion 

PE  BI 2,23* Hypothesis accepted 
EE  BI 2,24*  Hypothesis accepted 
SI  BI 1,42 Hypothesis rejected 
FC  BI 3,15* Hypothesis accepted 
HM  BI -0,19 Hypothesis rejected 
PV BI 4,89* Hypothesis accepted 
HT BI 6,22* Hypothesis accepted 
BI  UB 7,75* Hypothesis accepted 
FC  UB -0,07 Hypothesis rejected 
HT  UB 2,48* Hypothesis accepted 

The above table 5 describes ten relationships among exogenous latent variables and endogenous latent 
variables, there are some relationships that are otherwise not significant such as the relationship of social influence 
(SI) and behavioral intention (BI), the relationship of hedonic motivation (HM) and behavioral intention (BI), and 
the relationship of facilitating condition (FC) and use behavior (UB). 

The amount of exogenous latent variables influence toward the endogenous latent variables is represented by 
the value of R-Square (R2) in each of the endogenous latent constructs. In this study, the value of R2 obtained in 
the variable BI and UB can be seen in Table 6 below. 

 
Table 6. Results of R-Square Values 

Variable R-Square 
BI 0,61 
UB 0,53 

According to table 6, it is known that the value of R2 in BI variable is 0.61 which indicates that the behavioral 
intention is influenced 61% by performance expectancy, effort expectancy, facilitating condition, price value, and 
habit. While the rest of 49% is influenced by other factors outside this study. For UB variable, the R2 value of 0.53 
shows that 53% of use behavior variable is influenced by behavioral intention and habit. While the rest is 
influenced by other factors outside the study. 

3.3. Influence of Moderator Involvement  

 Age Moderating Variables 

Test involving Age moderating variables is done by looking at the effect of age of the respondents. Age 
Moderating variables are divided into two categories, namely Younger Age respondents aged 18-24 years and 
Older Age respondents aged 25-35 years and above. Here are the test results which can be seen in Table 7. 

Table 7.  Results of Age moderator Variable Test  

Variable Estimation Value DoF CMIN P-Value Younger Older 
PEBI 0,24 0,29 1 0,11 0,73 
EEBI 0,22 0,08 1 0,10 0,30 
SIBI 0,45 -0,1 1 12,61 0,00* 
FCBI 0,39 0,28 1 0,21 0,64 
HMBI 0,08 0,00 1 0,41 0,51 
PVBI 0,47 0,74 1 3,79 0,05* 
HTBI 0,56 0,52 1 0,02 0,87 
FCUB -0,12 -0,03 1 0,11 0,73 
HTUB 0,22 0,12 1 0,07 0,78 

Based on the description in Table 7, we can see the estimated value, degree of freedom (DoF), CMIN, and p-
value. CMIN may also be called as chi-square and the p-value used in this test is of the significance level of 5%, so 
that the p-value is <0.05 and it can be concluded that the moderating variables have a significant impact in 
moderating their influences among the latent variables researched. The influences of Age moderating variable in 
moderating the latent variables can be seen through the p-value in Table 7, there are two relationships of 
moderating variables that have a significant effect in moderating the latent variables namely in the variables of 
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SIBI, and PVBI. While the 7 insignificant relationships of moderating variables among others are PEBI, 
EEBI, FCBI, HMBI, HTBI, FCUB, and HTUB. 

 Gender Moderating Variables 

Test involving Gender moderating variables is done by looking at the effects based on respondents' gender. 
Gender moderating variables are divided into two groups based on the categories, male gender (male) and female 
gender (female). Here are the test results as seen in Table 8. 

 

Table 8. Results of Gender moderator Variable Test 

Variable Estimated Value DoF CMIN P-Value Male Female 
PE  BI 0,10 0,36 1 3,04 0,08 
EEBI 0,10 0,26 1 2,51 0,11 
SIBI 0,45 -0,05 1 11,25 0,00* 
FCBI 0,30 0,37 1 0,48 0,487 
HMBI 0,10 -0,07 1 4,05 0,04* 
PVBI 0,52 0,67 1 0,28 0,59 
HTBI 0,64 0,45 1 1,25 0,21 
HTUB 0,54 0,08 1 10,26 0,00* 

The influence of Gender moderating variables in moderating any latent variables can be seen through the p-
value, based on Table 8, there are 3 relationships of moderating variables that have significant correlation in 
moderating the latent variables in the variables of SIBI, HMBI, and HTUB. While the 5 insignificant 
moderating variable relationships, among others are PEBI, EEBI, FCBI, HMBI, and PVBI. 

 Experience Moderating Variables. 

Test involving experience moderating variables is done by looking at the effects based on the experience of 
the respondents. Experience moderating variables are divided into two groups of categories, namely low 
experience respondents who use the internet service of @wifi.id less than 1 month to 6 months and high 
experience respondents who use the internet service of @ wifi.id for 6-12 months and over 1 year. Here are the test 
results as seen in Table 9 below. 

Table 9.  Results of Experience Moderator Variables Test. 

Variable 
Estimated Value 

DoF CMIN P-Value Low 
Experience 

High 
Experience 

EEBI 0,05 0,21 1 1,42 0,23 
SIBI 0,41 0,19 1 1,46 0,22 
FCBI -0,03 0,39 1 4,39 0,03* 
HMBI 0,27 -0,04 1 4,46 0,03* 
HTBI 0,42 0,63 1 2,17 0,14 
BIUB 0,99 0,62 1 4,71 0,03* 
FCUB -0,25 0,07 1 2,63 0,10 
HTUB -0,08 0,47 1 5,23 0,02* 

The influence of experience moderating variables in moderating the latent variables can be seen through the 
p-value, based on table 9 there are four significant relationships of the moderating variables that moderate the 
latent variables which are in the variables of FCBI, HMBI, BIUB, and HTUB. While four insignificant 
relationships of the moderating variables among other are: EEBI, SIBI, HTBI, and FCUB. 

4. Conclusion  

Based on the results of the research and analysis that has been done, the conclusion can be drawn to provide 
answers to the following research questions: 

 Factors that affect the intention and behavior of the Indonesian Wifi hotspot internet services usage @ 
wifi.id in Telkom University are Performance Expectancy (2.23), Effort Expectancy (2.24), Facilitating 
Condition (3.15), Price Value (4 , 89), and Habit (6.22) effect on Behavioral Intention, whereas Social 
influence (1.42) and Hedonic Motivation (-0.19) have no significant effect on Behavioral Intention. The 
amount of the influence of the factors affecting Behavioral Intention is 61%,  
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 Habit Variables (2.48), and Behavioral Intention (7.75) effect on the Use Behavior (UB), While 
Facilitating Condition (-0.07) has no effect on the Use Behavior. The magnitude of the effects of the 
factors affecting Use Behavior is 53%. 

 Age moderating variables are found to moderate the influence of Social Influence and Price Value on the 
Behavioral Intention. Gender moderating variables are found in moderating Social Influence, and 
Hedonic Motivation toward the Behavioral Intention and the influence of Habit toward the Use Behavior. 
Experience moderating variables are found in moderating the influence on Facilitating Condition, and 
Hedonic Motivation toward Behavioral Intention, the influence of Behavioral Intention and Habit toward 
Use Behavior. 

 The most important factor of the user preferences in using the internet hotspot of @wifi.id: firstly by 
using pulse deduction based media access, secondly by using several times a month frequency of use, and 
thirdly, duration of use for15 minutes to 1 hour. 

The factors containing in the UTAUT2 Model are all known to be able to predict the influences of intention and 
behavior on the acceptance of  the use of a technology, therefore in the development of wifi-based internet services 
particularly the Indonesian WiFi; @wifi.id, companies need to consider the above-mentioned factors. Based on the 
results of this research, companies may consider which factors should become the major priority in formulating the 
strategies for their businesses. 
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contained in financial statements is corporate action, in this case is the stock split. 
 

Tabel 1.1 Trading Volume Before and After Stock Split 
 

No. Date of Announcement Shares 
Code 

Trading Volume 
Before Stock Split 

Trading Volume 
After Stock Split 

1. July 25, 2013 TOWR 21.500 228.000 
2. September 9, 2013 BATA 206.500 958.500 
3. October 1, 2013 JKON 3.045.000 194.000 
4. November 28,2013 NIPS 655.900 4.704.400 
5. February 17, 2014 INAI 125.500 9.200 
6. February 17, 2014 ALMI 600 300 

Source: www.yahoofinance.com (data processed) 
 
Before taking stock split, TOWR only traded by 21.500 in capital market. And then company conducting stock 

split on July 25, 2013 thus increasing trading volume from 266.500 to 228.000.  Similar to BATA that have 
increased after the stock split on September 9, 2013. Where before the announcement, BATA only able to trade 
206 500 shares, then increased after conducting stock split into 958 500 amounted to 752,000. Different from 
JKON, after conducting stock split, shares decreased significantly from 3.045.000 into 194.000. Furthermore, NIPS 
also taking stock split on  November 28, 2013 and trading volume increased 655.900 into 4.704.400. On February 
17, 2014 both company PT. Indal Alumunium Industry (INAI) and PT. Alumunium Light Metal Industry (ALMI) 
conducting stock split but decreased the trading volume. INAI’s shares decreased from 116.300 into 9.200. While 
stock of ALMI decreased 300 from 600. 

Tabel 1.2 Abnormal Return Before and After Stock Split 
 

No. 
Date of Announcement 

Shares 
Code 

Abnormal Return 
Before Stock Split 

Abnormal Return 
After Stock Split 

1. July 25, 2013 TOWR -0,0619 -0,0619 
2. September 9, 2013 BATA 0,2508 -0,0153 
3. October 1, 2013 JKON 0,0475 -0,0079 
4. November 28,2013 NIPS -0,0276 0,0343 
5. February 17, 2014 INAI -0,0177 -0,0115 
6. February 17, 2014 ALMI -0,0114 -0,0114 

Source : www.yahoofinance.com (data processed) 
 
Before taking stock split, TOWR’s abnormal return amounted -0,0619 in capital market. Then company 

conducting stock split on July 25, 2013 but abnormal return not increased, it also happens to INAI which 
conducting stock split on February, 17 2014. After that, before taking stock split, BATA is 0,2508, but after 
conducting stock split on September 9, 2013 decreased by 0,2661 into -0,0153. Similar to JKON which is abnormal 
return decreased after conducting stock split from 0,0475 into -0,0079. Different from the three of the companies 
before, after conducting stock split, NIPS’s abnormal return increased by 0,0619 from -0,0276 into 0,0343. Last, on 
February 17, 2014 bth company PT. Indal Alumunium Industry (INAI) also conducting stock split and abnormal 
return has increased. 

The company's desire to improve the liquidity with taking  stock split is also consistent with the theory 
presented by Baker and Powell (Jaelani, 2013) who said that stock split intended to attract more investors and stock 
liquidity increasing due signals a good performance. Pramana and Mawadi (2012) said that liquidity refers to how 
easy it is to buy and sell or traded shares and  liquidity can be seen through trading volume activity (TVA). But in 
some cases stock split that occurred in Indonesia there is not support this theory, such as the research of Lasmanah 
and Bagja (2014), Labibah and Dwimulyani (2014),  which states that there is no significant difference to stock 
trading volume and stock returns before and after stock split. While the study result that support the trading range 
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theory is research conducted by Purnamasari (2013), Akhmad and Ramadiyansari (2013) study result indicate a 
change in trading volume activity. Thus, their results support the differences are significant trading volume activity 
before and after stock split event.  

The purpose of  stock split is also determined due expected positive abnormal return. Brennan and Hughes, 
(Pramana and Mawardi, 2012) states that investors are interested in investing stocks that gives a positive signal 
because management will inform the future prospect of both companies to public who do not know. It means 
companies that do a stock split is a company that has a good financial performance conditions. Not all companies 
can do a stock split, stock split for cost to be borne and the only company that has a good prospect who can bear the 
cost. This is why the market reacted positively. Study result conducted by Akhmad dan Ramadiyansari (2013), 
Wijanarko and Prasetiono (2012), Lasmanah and Bagja (2014) doesn’t support this theory. Study result conducted 
did not find any significant difference abnormal return before and after stock split. But the other study results 
conducted by Elistarani and Kesuma (2014), and Sadikin (2011) showed that around stock split announcement 
showed abnormal stock price behavior due to the market participant’s response on the Stock Exchange.  

Based on this results that indicates inconsistencies conclusion, therefore the author are interested to review 
about stock split event association with abnormal return and liquidity based on trading volume activity. 

2. Literature 

2.1 Stock Split  
Stock split is an activity splitting a share of stock into n shares. Price per new shares after the stock split is 

equal to 1 / n of the previous price. The reason companies do stock splits is so that stock prices not too 
expensive and would increase the trading liquidity 
 
2.2 Liquidity 

Liquidity is a measure of the stock transactions number in the capital market in a certain period. Where the 
stock liquidity can be measured by Trading Volume Activity (TVA) 
 
2.3 Trading Volume Activity 

Stock trading volume is one of parameters to measured trading activities stock and stock liquidity. 
Increasingly activity of buying and selling shares also increased trading activity and stock liquidity. 
 
 
 
 
 
2.4 Abnormal Return 

Abnormal return is difference between realized return with expected return. Abnormal returns generally into 
focus in the study were observed price reaction or market efficiency. In other words, abnormal return is excess 
of realized return to normal return. Abnormal return calculated by the formula:  
 
 
 
 
 
2.5 Relationship between Liquidity and Stock Split 

Trading Range Theory stated that management reason do a stock split driven by market behavior which is 
consistent with the assumption that the stock split, it can keep the stock price that is not too expensive (Labibah 
and Dwimulyani, 2014). Meanwhile, according to Marwata (Lasmanah and Bagja, 2014) trading range theory 
will increase stock liqudity Because before taking stock split, stock price was considered too high and causing 
underactive trading. 
H1 : There is a significant difference between liquidity before and after stock split on the company taking 

TVA=  

RTNᵢ, = Rᵢ - E(Rᵢ  ) 
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stock split in Indonesia Stock Exchange period 2013-2014 
 

2.6 Relationship between Abnormal Return and Stock Split  
According to Jaelani (2013), based on signaling theory, that stock split will give positive signal to investor. 

Although stock split lacked for quite expensive cost, then only company with a good prospect that can do it. Good 
prospect expected to provide a big return in the future, so market will react positively from stock split positive signal, 
because market assumes that company has good prospects in the future. Thus, stock split can be used as an attempt to 
be attractive for investors to participate in the capital market. 
H2 : There is a significant difference between abnormal return before and after stock split on the company 
taking stock split in Indonesia Stock Exchange period 2013-2014 
Based on theory and literature, the framework of this research are: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Fig. 2.1 Framework  

Company listed on Indonesia Stock 
Exchange 2013-2014

Stock Split Announcement 

Liquidity Average (TVA) Before 
and After Stock Split  

Abnormal Return Average Before 
and After Stock Split  

Paired Sample T-test 

Significant difference Significant difference 
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Based on table 4.3, note that value of Sig (2-tailed) is 0,467 > 0,05. Therefore, H0 is accepted because H0 : Sig. 
> 0.05 (0,150 > 0,05).  This shows that there is no significant difference between abnormal return before and after 
stock split on the company taking stock split period 2013-2014. 

5. Conclusion 

Stock liquidity of the company taking stock split period 2013-2014 gave a negative responses due to lower 
overall trading volume.  Nevertheless, the observation period (t-0) shows that liquidity is positive, it indicates that 
the market response to the stock split policy. 

Then, based on the descriptive test, at (t-3) and (t + 3), PT. Nipress experienced the highest trading volume 
compared with the other companies, with value 0.0290712 and 0.007258. This may be due to a project undertaken 
by PT.Nipress with BUMN to produce the first lithium batteries made in Indonesia in 2013, so investors have the 
confidence to invest in the shares NIPS (Nipress.com). However, PT. Indal Aluminium Industry, Tbk experienced 
the lowest value of  trading volume activity in (t-6), (t-7), (t-8), (t-9), (t-10) with zero value, and (t -0) with value 
0.0000037 and (t + 10), (t + 9), (t + 8), (t + 6), (t + 5) with zero value. 

Generally, stock split will be followed by further policy like dividend. The lack of  trading volume activity of 
PT. Indal Aluminium at the time of observation can be caused because investors have absorbed the information 
regarding the dividend as investors bought shares at before the announcement, so investors prefer not to buy or sell 
the stock. 

Abnormal return of the company taking stock split period 2013-2014 gave negative responses due to a decrease 
in abnormal return. This can be determined based on the negative descriptive test. PT. Indal Aluminium Industry, 
Tbk experienced a positive return on (t-2) with the highest value 0.0897704, and decreased in (t-1) becomes -
0.1154793 then increased back to the (t-0) although it is negative for -0.4344093. This occur because of market 
reaction, where if the information is a good news like stock price rise, many investors were forced to sell. 
Otherwise, if the information is bad news like stock price goes down then there are two possibilities that will 
happen: is investors want to buy when low cost or cut loss to rescue a prolonged decline in prices. 
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ABSTRACT 

GO-JEK is one of the companies that offer motorcycle taxi transportation services that integrate with technology, 
by using booking taxis-based applications. As a pioneer in these business, GO-JEK get a good response from 
consumers and drivers. The systems that offered by GO-JEK attract many of drivers. GO-JEK driver number 
increased drastically from January 2015 through June 2015 with a total of nearly 11,000. 
With the rise in the highest driver occurs from April to May, with the increase in 2750. The increase in the number 
of drivers coupled with a high number of followers emerged that offer similar services at cheaper rates led to 
increased competition among the drivers. Therefore GO-JEK needs to make innovations in every aspect of its 
business. 
The purpose of this study is to Identify the Four Dimension Implementation Innovation by Joe Tidd in bussiness 
GO-JEK Namely Product Innovation, Process Innovation, Position innovation, Paradigm innovation. The method 
used is descriptive qualitative inductive. Techniques used in collecting data triangulation technique where the 
study data were collected in a way that is different from the same source. In this case the interviews will be 
conducted with resource persons from PT. GO-JEK, then made observations to stay abreast of the latest 
innovations from GO-JEK and checked back in with both visual and audio documentation. 
 
Keywords: Entrepreneurship, Product innovation, Process innovation, Position innovation, Paradigm innovation. 

 
 
INTRODUCTION 

The increase in number of population would directly proportional to an increase in the use of motor vehicles 
occurred very rapidly in Indonesia, leading to congestion on almost every road, especially in big cities. Based on 
data reported by the Police of the Republic of Indonesia regarding the development of the number of vehicles, 
there is a rise in the number of motor vehicles. Throughout the year 2012, there were approximately 13.5 million 
vehicles in Jakarta. Of that number, 10.8 million are two-wheeled vehicles while the rest of the car. This number 
has increased quite dramatically in 2013. As many as 14.9 million vehicles in Jakarta include 11.9 million 
motorcycles and 3 million cars. This is an increase of 9.1 percent of motor vehicles in Jakarta. Meanwhile, the 
growth rate in Jakarta did not increase significantly. (www.cnnindonesia.com) 

his obviously makes people look for alternative Transporter to simplify and accelerate the mobility so as to 
save time and costs, it is also safe to use. One of them is motorcycle or ojeg which can carry one passenger on a 
motorbike which would facilitate users to get to the destination on time. In addition, the emerging phenomenon in 
the society where the use of the Internet has become the daily needs of each person. 
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Picture 1.1  Internet Users in Indonesia 1998 - 2015 

Source:http://www.apjii.or.id/read/article/statistik/262/statistik-internet-indonesia-.html  
 

From the data possessed by APJII (Association of Indonesian Internet Service Provider) showed that 
Internet users in Indonesia each year increases. Judging from their domiciles, 78.5% of the total Internet users in 
Indonesia living in Indonesia western region. As an important addition, Internet users is dominated by those who 
live in urban Indonesia. (Http://www.apjii.or.id/read/content/info-terkini/301/pengguna-internet-indonesia-tahun-
2014-sebanyak-88.html) 

 

 
Picture 1.2 Data Statistics Market Share Growth of E-Commerce in Indonesia 

Source: Majalah Marketing Edition 08/XIV/Agustus/2014, WSJ, Event Veritrans: Rise of E-Commerce in 
http://startupbisnis.com/data-statistik-mengenai-pertumbuhan-pangsa-pasar-e-commerce-di-indonesia-saat-ini/ 

Based on the statistical data on the growth of e-commerce market share in Indonesia by Vertitrans, from 
2013 to 2015 the increase in the market share of e-commerce in Indonesia. Widespread use of the Internet is a new 
business opportunity for entrepreneurs. Nadiem Makarim saw this as an opportunity and set up a company engaged 
in services that GO-JEK. 

GO-JEK is one of the companies that offer motorcycle taxi transportation services that integrate with 
technology, ie booking taxis-based applications. Forms of innovation is what distinguishes their products, their 
business processes, positioning them as a provider of ground transportation services, and the community paradigm 
of the motorcycle or ojeg. GO-JEK is a service provider shuttle transport humans (transport), freight forwarder 
(instant courier), food ordering services (go-food), purchase of goods and services in a place (shopping) -based 
applications. Consumers could download the GO-JEK application on Google App-Store or PlayStore and choosed 
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what services will be used. After that the transparent, GO-JEK will show the rate to be paid by the consumer 
before scanning driver. After making services GO-JEK consumers can provide feedback to the driver to give a 
rating that the column has been provided on the application when our journey is complete. 

 
Picture 1.3 The Amount of Driver GO-JEK Indonesia 

Source: PT.GO-JEK Indonesia 
The system offered by GO-JEK in fact attracted many of the drivers. From the diagram above, it can be 

seen that the GO-JEK driver numbers increased drastically from January 2015 through to June 2015 with a total of 
nearly 11,000. With the rise in the highest driver occurs from April to May, with the increase in 2750. 

 
Picture 1.4 The Mapping of Driver GO-JEK 

Source: PT.GO-JEK Indonesia 
Meanwhile, the picture on top shows the mapping of GO-JEK driver across four major cities of Jakarta, 

Bali, Bandung, and Surabaya. With a lot of number of drivers, certaintly the number of orders per one driver 
became very tight competition. This is supported by the statement of one of the GO-JEK driver who lives in 
Bandung named Addis, who said that lately it difficult to get orders for the number of drivers and a lot of auto 
competition is even more stringent. GOJEK popularity Attract some other entrepreneurs and follow the lead of 
GO-JEK and established businesses alike. According to the news portal liputan6.com, there are six motorcycles 
online who are ready to compete with GO-JEK. Among Grab bike and taxi jeger that offer promotional fares 
cheaper for every kilometer, Smart Jek, blu-jack, Ojesy and Bangjek. If the company GO-JEK do not innovate, 
then the passenger demand would be diminished considering the number of competitors with similar services.The 
increase orders by one driver which also means increasing sales or sales of the company, GO-JEK requires fresh 
innovation, and in contrast to competitors who already has a similar service. In this case, GO-JEK has something 
different as their service truck for moving (Go-Box), services to clean the house (Go-Clean), and services for a 
relaxing massage (Go-Massage).  

Innovation is one strategy in developing the business. As a growing company, innovation will be very 
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important for the GO-JEK. Based on the Four Dimensions of Innovation Joe Tidd in this study conducted 
Identification of Implementation in the Business GO-JEK. 

2. LITERATURE REVIEW 
2.1 Inovasi 

Innovation is the most important thing for development or economic progress in a company, in the territory 
of a state, or the state itself. As technology has developed rapidly, traditional industrial products and decreased 
sales. Invention and innovation are the key economic future (Hisrich et al, 2008:148) 

Innovation is important, not only to improve the company's progress belongs to us, but also to add to the 
progress of the national economy. Innovation is not just talking about opening new markets, but also talked about 
how to offer a product or market that had already been developed and more mature with new ways. (Tidd dan 
Bessant, 2008) 

Tidd and Bessant, group several aspects of innovation, among others: 
1) Deegre of novelty – incremental or radical innovation? 

The main thing in managing an organization closely related to the level of the need to create a whole new 
things in different innovation dimensions. When you're managing, the difference is important. Like the way 
we approach earnings, changes from day to day will be different from the one we use to deal with a radical 
step change in terms of product or process. But we must also remember that the interests of creating new 
things; The new thing is very important in the eyes of people who saw or involved in it. 

2) Platforms and families innovation 
One of the ways in which innovation can approach the expected profit and steadily rises and can be used to 
good effect is through the concept of platform. This method is a way to create a stretching and space around 
an innovation depends on the ability to build a basic platform or a strong family. 

3) Discontinuous innovation – what happens when the rules of the game change? 
Sometimes something unexpected could occur in the framework of innovation that has been made and the 
rule changes. According to this definition not a mistake that is common but they have the capacity to define 
the space restrictions and conditions. They open up new opportunities and challenges existing players to 
reframe what they do under the new conditions. 

4) Level of innovation – component or architecture? 
It is also important to use to see opportunities for innovation is a component in a larger system. Innovation is 
about knowledge, the intention is to create new possibilities through the incorporation of different knowledge. 
Can be in the form of technical knowledge or configuration that will meet the needs. 

5) Timing – the innovation life cycle 

 
               Picture 2.2 The Innovation Life Cycle 
Source: Abernathy dan Utterback dalam Tidd dan Bessant: 2008 
2.2 Dimensional Innovations 

Joe Tidd and John Bessant divide the innovation in four dimensions, namely: 
1) Product Innovation - changing things produced by a company in the form of goods or services. 

In stage 1 is fluid phase, there are three 
components, namely the exploracy, uncertainty, 
and flexibility. In stage 2 which contained 
transitional dominant aspect of design. The latter 
on aspects to 3 there is a component 
standardization and integration. 
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Perhaps the most commonly understood in product innovation is that which introduce or improve products or 
services or change what is being offered to consumers. Bic pen is an example of product innovation, which 
has also benefited from a wide range of incremental innovations since its original discovery. 

2) Process innovation - changing the way how they are created and delivered 
Innovation can also be focused on the process of making the product to be delivered. Examples of process 
innovations that have a positive effect on the humanitarian sector is increasing the number of items in 
strategic locations, or use a more practical packaging. 

3) Position innovation - changing the context of the introduction of a product that is produced in the form of 
goods or services 
The third focus of innovation involves re-positioning the perception of a product or process that is set out in a 
particular context. Position based innovation refers to changes in the way a product or process that is 
perceived symbolically and how they are used. For example, Levi-Strauss, originally developed as clothing 
materials manual workers, but later re-branded as a fashion item. 

4) Paradigm innovation - changing the model of thinking about what was done by the company 
Innovation paradigm associated with mental models that make up about an organization or business. Henry 
Ford provides a pithy quote, when talking about the development of the Model T: 'If I ask people what they 
want, they will ask for a five-legged horse'. Sometimes opportunities for innovation arises when we framed 
the way we see things. Henry Ford fundamentally change the face of transport is not because he found the car 
or because he developed a manufacturing process to put one together, his contribution is to change the 
underlying model handmade for wealthy customers with prices paid in accordance with the ability of 
consumers at the time.  

 
Picture 2.3 The 4Ps of Innovation Space 

Source:Tidd dan Bessant (2008) 
 

Each dimension of innovation can be positioned on incremental spectrum (doing what we do but better) to 
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radical (to do something completely different). Both of these innovations can stand on its own component or they 
can be part of a related architecture or systems that carry many different components together in a certain way. 
2.3. Previous Research 
For your consideration of this study, the researchers included some previous research that has been done by other 
researchers. 
1. Adoge Okay (2007) 
Types of research is the title Innovation and Innovation Management Practices in Service Companies. This study 
aims to determine the extent of the application of innovation in service companies. The study took a sample of six 
agencies to conduct interviews 6 senior executive of a leading service of several companies in the UK. The 
conclusion is product innovation in service companies with more emphasis on aspects of telecommunications and 
the financial sector rather than in the transportation sector and retail. 
2. Andrew Lee-Mortimer, (1995) 
This study, entitled Managing Innovation and Risk. The purpose of this study was to determine the extent of the 
importance of innovation for the company. The author conducted research using a lot of literature review of 
secondary data and case studies on several companies. In conclusion, a perusahaa must understand what is needed 
by consumers. Innovation is needed to further improve the condition of the company. However, every new 
innovation certainly involves the risks that should be considered by the company. 
3. A. David Johnson (2001) 
Title of research Success in Innovation Implementation (2001). The aim of research to identify factors that support 
the success of the implementation of innovations. Research using qualitative methods from a variety of literature 
review. The conclusion of this study, the authors propose that the successful implementation of innovation depends 
on three factors namely; framing, innovation environment and innovation attributes 
 
2.4 Framework of thinking 

Production management in a company must pass through three stages, namely the input stage, 
transformational process, and the output stage. Where in the transformational process there are four aspects 
yaitualter (change), transport, store (storage), and inspect (check). In the aspect alter or change, the company must 
cultivate the idea that there is inside or outside the company as well as information from the company about what 
yng many consumers need. From that aspect, it appears the one innovation that will be presented to the company's 
customers to meet the needs of its customers, be a product that keeps in mind the value and differentiation, as well 
as to meet the targets or objectives of the company itself. 

Innovation conducted an enterprise by Joe Tidd and John Bessant (2008) includes four dimensions of which 
include product innovation, process innovation, innovation position, and innovation paradigm. Therefore, the 
authors will examine the extent to which the company GO-JEK in the process alters have adopted innovations that 
include the four dimensions according to Tidd and Bessant (2008). 
This research will look at how far the application of innovation by Joe Tidd business processes run by the company 
GO-JEK. Here are the framework of the 4th Dimension Implementation Identification According to Joe Tidd 
Innovation in Business GO-JEK: 
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Picture 2.4 Framework 
 
 
 
3. RESEARCH METHODOLOGY 

The research method used in this study is qualitative method with a case study approach. The unit of 
analysis in this research is business unit (GO-JEK). This object will be identified on the implementation of 
Innovation Dimensions of Joe Tidd. The technique to select the informants is used the purposive sampling, which 
informants are selected based on their potential contribution to the research purposes. A key approach to select the 
informants from the case is using numerous and highly knowledgeable persons who view the focal phenomena 
from diverse perspectives. The numbers of informant that have been interviewed are two persons. The duration of 
each interview about 60 minutes every informant. 

There are two sources of data were used: (1) semi-structured interviews with GO-JEK staff and (2) 
observation.  The questions posed to the respondents related to the research topic, namely: (1) Product Innovation, 
(2) Paradigm Innovation, (3) Process Innovation, and (4) Position Innovation. During the interview conducted the 
observations are documented and recorded. In-depth interview resultsare transcribed and coded manually. 

In analyzing data from in-depth interview results, the informants’ answer will be analyzed by manual 
coding. Then, the results are compared among two selected participants. The way to assess the quality of the 
research in addition to the validity and reliability of measurement is using triangulation method. It is an approach 
that utilizes various ways of in-depth interview, observation, and secondary data. The explanations are as follow:  
(1) Use double informants, the numbers of informantare2 persons for this case. They are asked with the same 

interview questions of Innovation Dimensions. The total numbers of 2 informants for this case have reached 
data saturation of possible responses to the interview questions. The data saturation from in-depth interview is 
validated by observation and secondary data. 

(2) The observation is conducted during the process to gather the data of in-depth interview from informants. The 
field notes from observation are validating the data saturation from in-depth interview with the informants.  

DIMENTIONAL 
INNOVATIONS 

Product and Paradigm Innovation

Process Innovation 

Position Innovation 

(Joe Tidd, 2008) 

ENVIRONMENT 

INPUT 
Labor 
Capital 
Raw material
Energy 
Soil 
Information 

i l

 
TRANSFORMATION 

PROCESS 

OUTPUT 
PRODUCT 

(Product or Service) 
 

Source: Anoraga, 2009 
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4. FINDINGS AND DISCUSSION 
4.1 Product Innovation 

GO-JEK provides product/service is not only transportation but also other services that ordered through 
GO-JEK application. According to its application, GO-JEK has already launched 10 services until February 2016, 
namely:  
a. Go-Send 

This product allows users to send documents or packages which suit with the capacity of motorcycles to the 
recipient with a distance of no more than 25 kilometres. 

b. Go-Ride 
This product offers motorcycle transportation services to transport passengers from point of origin to 
destination with a maximum distance of 25 kilometers and the fare of Rp. 2000 per 1 kilometer. According to 
Michaelangelo Moran, Go-Ride is ranked first of all GO-JEK services most frequently used by consumers 
(number of orders). 

c. Go-Food 
Consumers can view the menus of the restaurants listed on the application to then order it also via the 
application. After that, drivers will pay the amount of customer orders with a maximum price of Rp. 
1.000.000 after the food received by the buyer; the reservation will pay the total price of the order. According 
to the Co-Founder of GO-JEK, Michaelangelo Moran, Go-Food is services among the largest food in 
Southeast Asia because up to this time, Go-Food has been holding more than 200 restaurants either from 
small stalls to the upscale restaurants to join GO-JEK. At first, the company conducts its own research on the 
10 restaurants of the most visited and favourite menus of each restaurant to put the data into the menu 
column. 

d. Go-Mart 
Users can shop at a maximum price of Rp. 2.000.000 with the same payment system as Go-Food. There are 
50 stores that have been joined together Go-Mart until January 2016. However, because of the many products 
sold in the store, then GO-JEK cannot make a list of menu from any merchant belonging to the Go-Mart. 
More research is needed for the company to find out which products are most in demand by consumers in the 
store. One of the obstacles is why Go-Mart is not superior to a Go-Go Food is because Go-Mart established is 
to change consumer behaviour. That is, with the home delivery service, the GO-JEK aims to change people's 
habits change the way of shopping. But until now, most people still choose what items will be purchased by 
the way he came to the supermarket, minimarket, or even stall. With these habits, the Go-Mart service is 
somewhat difficult to move up a level on the chart number of users that are owned by the company. 

e. Go-Box 
Go-Box is a delivery service using trucks. From the start of a small truck, medium truck, as well as a large 
truck with a tariff of Rp. 6.000 per kilometer. GO-JEK companies cooperating with an agency that provides 
rental trucks, so the ownership of the truck is not in the name of the company GO-JEK. These services are 
often used by consumers as a means to move from origin home/office to another home/office or to send 
goods in large number and volume. 

f. Go-Clean 
This service is one of the human services offered by GO-JEK to consumers. The consumers can use the 
services of Go-Clean to help clean the house, an apartment or a room by ordering through the application. 
Consumers pay a Go-Ride fare from the worker to the location of the consumer and then pay for the services 
of workers after doing its job. 

g. Go-Glam 
Go-Glam functioning much like a salon, only difference is Go-Glam workers can be called to the consumer's 
home by the same payment system as Go-Clean. 
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h. Go-Massage 
This service is also one of the three human services offered by GO-JEK. Go-Massage offers a therapist who 
is trained by the company to serve a full-body massage and reflexology. 

i. Go-Busway 
This service is a form of cooperation and support from the local government of Jakarta to GO-JEK. 
Consumers can order a motorcycle from one location to the shelter to the busway. In these applications live 
report also looks at how the busway will get to the shelter and at what time busway will run leaving the 
shelter. 

j. Go-Tix 
This service is the most recent innovation issued by GO-JEK. In this service, consumers can know what 
events are being or will be held in Jakarta. After that, consumers can go to the location of the event using the 
GO-JEK by pressing the button that says 'take me there' for the free event. For the event which sets the 
admission rate, the application also provides a GO-JEK online tickets that can be paid by credit card. 

 
GO-JEK launches all their products or services with the aim to create user experience.Initially, GO-JEK just 

launched three services: instant courier services, transport, and shopping. In development process, GO-JEK 
shopping separates into two categories. First,the services are to deliver food (G0-Food) and the second is food 
shopping services (Go-Mart). However, according to information provided by Michaelangelo Moran, GO-JEK has 
5000 SKU (stock keeping unit) for Go-Mart, then there are too much lists on the menu hence until now has not 
issued a GO-JEK feature on the menu of applications. It is necessary to study and survey to be able to put the 
products that are most popular on the menu in the application. 

The human service launching of Go-Glam, Go-Massage, and Go-Clean can be seen that the company pay 
attention to consumers in detail in each innovation. According to Moran Michaelangelo as Co-Founder and Chief 
Brand Director of GO-JEK, every innovation can create new customers or markets. In addition, the important 
reason that makes the GO-JEK launch human service in the application is because the main competitor (GrabBike) 
is planning to issue the same service to customers. Therefore, GO-JEK decides to do such innovations before their 
competitors do the same. GO-JEK also will issue new innovations to become the number one compared to its 
competitors and establish markets or customers first. According to Moran, "Now because of that, there are lots of 
copycat but nobody is going to be GO-JEK, because his name GO-JEK already too well known. So that's why they 
decide to actually expand and it’s not gonna stop there. 

 
4.2 Paradigm Innovation 

According to information provided by Mikey Moran as the Co-Founder of PT. GO-JEK Indonesia, 
companies benefit only from the division of the commission. The percentage gain for the driver was 80% and for 
the company is 20% of any payments made to the customer service that has been used. As well as a 15% cut of 
every sale that is accessed through Go-Food of any restaurant under agreement.The system is very different from 
the service providers that still apply the system of “deposit” by drivers. Business models applied by GO-JEK 
facilitate the human resource owned by the company can choose the time to work in accordance with their needs. 

 
4.3 Process Innovation 

According to Moran as Co-Founder and Chief Brand Director of GO-JEK, originally Nadim is one of the 
employees at the consulting firm, McKinsey. When become an employee of the company McKinsey, Nadim has 
given office facilities such car by the company. However, because congestion is one of the main issues of the 
traffic in the big city, then Nadim choose not to use the facilities provided by the company. Nadim chose to use a 
motorcycle taxi (“ojek”) that always stays in front of her house. During the time, it creates a good relationship 
between producers and consumers. In fact, when Nadim needs something to be bought or driven to her office, she 
was asking for help from the motorcycle drivers. 
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User experiencesthat suffered by Nadim, and then came the idea to develop a motorcycle function not only 
as a means of transport of man. Then he discussed her idea with Michaelangelo Moran as a friend to create an 
innovation that would solve some of the polemics that occur in big cities, namely congestion, unemployment, and 
harnessing the function of internet usage becomes a useful thing. 

In addition to solving the polemic in the big city, Nadim also developed the idea to help conventional 
motorcycle taxi drivers. Typically, conventional motorcycle taxi driver can only pick up passengers at the base 
(could not get around). However, with the idea, motorcycle taxi driver will be equipped with mobile phones to 
accept orders from customers at anytime and anywhere. In addition, the working system motorcycle taxi drivers 
are also not based on the turn. That is, if they work in conventional, then there will be order in each of the base 
system. With a new idea that is brought by Nadim, the motorcycle taxi driver will not wait or turn sequence. They 
do not have to work from 8 am until 10 pm just to get five passengers in a day. 

In the early emergence, GO-JEK still uses the name GO-BIKE with invites to join motorcycle taxi driver 
who had become a subscription of Nadim and her friends. They were given a cell phone to accept orders from 
consumers. The Company began making systems to support business processes of her company, then began to 
develop interfaces for enterprise application form with three options, namely transport, shopping, and courier. 

According to Rummler and Brache in Siegel (2008) business process is a set of activities in the business to 
produce products and services. These business process activities can be done either manually or with the help of 
information systems (Weske, 2007). In a business process, must have (1) a clear purpose, (2) their input, (3) their 
output, (4) using the resource, (5) has a number of activities in several stages, (6) may affect more than one unit in 
organization, and (7) can create value or value for consumers (Sparx Systems, 2004). 

The theory above supports the implementation of sub-variable process innovation undertaken by the 
company GO-JEK. The purpose of the company providing the services is to create a user experience that can 
facilitate and make more efficient related energy and consumer time. In addition to use its resources, GO-JEK also 
take advantage of Internet communication resources for ordering services and internet banking to make payments 
for services. Certainly with the presence of services offered by according to market research that has been done 
during product innovation and process innovation carried out, can give a value or value to consumers who enjoy 
the services of GO-JEK.  

 
4.4 Position Innovation 

GO-JEK Company forms a mind-set of society by emphasizing the advantages that will be well received by 
consumers and drivers. From the consumer side, Moran stated that the advantage of using the services GO-JEK is 
that consumers will get the price transparency before he ordered. Consumers can also keep track of where the 
driver would pick him up or deliver something into place. The payoff was not only through cash, but also use the 
GO-JEK Credit whose balance can be charged via a transfer service at the bank or atm. As well as the advantages 
the latter are no less important was the booking process will not take a long time, which means that by using the 
services of GO-JEK, consumers can spend less time. 

The Company does not use all the media channels such as radio, television, and print media. The only thing 
they do is to market innovation via social media and do a press conference. According to information given by 
Michaelangelo Moran, he added that in his opinion, the only way marketing is considered the most effective is the 
"word of mouth". 

All innovation both in terms of products or services or systems or business processes that are owned by 
GO-JEK, the current GO-JEK make the transition from a company that only provide transport services for people 
and goods into a technology company that serves the needs of transportation, logistics, and life style in Indonesia. 
Obviously, GO-JEK expect that when someone needs something, anything that comes to his mind is the "GO-
JEK". 

Positioning according to Kotler and Keller (2006: 288) is a venture company to provide a picture in the 
minds of consumers when seeing or hearing about the product or the brand of the company. The final goal of 

266



 Sisca Eka Fitria(sekafitria@yahoo.com); Alisha FathaniaIzzati(alishafathania@gmail.com); Astri Ghina(astri.ghina24@gmail.com) 
 

positioning is the formation of a proportion of the value of a product at a consumer who creates a convincing 
reason why they should buy that product. In implementation, GO-JEK has done a different product introductions 
and marketing, for example, with their referral code and special tariff. There is already visible from product 
innovation and marketing that GO-JEK target market is people who need a fast and efficient service and people 
who understand the internet technologies. Thus, the company wants to form a picture that GO-JEK is technology 
company services provider of transportation, logistics, and lifestyle in Indonesia in the minds of public and 
consumers. 

 
5. CONCLUSION 

GO-JEK Company has successfully innovated products and paradigms. The Evidence of their successful is 
many variations of the services offered by the company. The services are ranging from human service, home 
delivery service, food delivery service, and transportation. 

The revenue received by GO-JEK is the result from the division of commission with the drivers and 
restaurants that are under agreement. Business model that applied technology company service provider of 
transportation, logistics, and lifestyle do not apply the deposit system as other similar companies. 

The company has successfully changed the pace of creation of conventional taxis transportation services to 
become transportation, logistics, and a lifestyle that has been integrated with the Internet to increase the efficiency 
for its users. The company offers the services to users in hi-tech ways in order to attract target consumers 
successfully. 

Initially, GO-JEK was known as a provider of transportation services such as motorcycles. However, with 
product innovations that they also can develop a way of marketing which is very different from its competitors. 
GO-JEK has change its positioning as a service provider of transportation, logistics, and lifestyle in Indonesia.  

Innovation is one of the internal factors in the company. As a new business sector that are much in demand, 
new competitors will grow and trying to find the weakness of GO-JEK. There is an opportunity to explore the 
competitors of GO-JEK to identify and analyze the position of its competitors, hence it can be used to develop GO-
JEK in a sustainable way. 
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Abstract 
 

The importance of entrepreneurship education that positively impacts on the creation of new ventures has been 
widely recognized. Despite numerous studies conducted to evaluate the effectiveness of entrepreneurship 
education within a university setting, the results are mostly fragmented. Most studies are focused on the 
unsystematic approach to entrepreneurship education that partially incorporates curricula, certain pedagogy, 
institutional support, and assessment. This research thus focuses on measuring graduates’ competencies related 
to the effectiveness level of entrepreneurship education within a university. This measurement is based on the 
systematic framework of entrepreneurship education. The research findings are as guidelines for attaining 
effective learning and understanding priorities of key stakeholders within a university to develop 
entrepreneurial graduates. 
 
Key words: entrepreneurship; entrepreneurship education; effectiveness of entrepreneurship education; 
effective learning; systematic framework; entrepreneurial graduates. 

 
 
1.1 Institution Overview 
 

ITB began contemplating a business and management program in the 1970′s. In the late 1980′s, the 
Industrial Engineering Department set the framework for this program, and in 1990, Prof. Mathias Aroef 
founded the Master of Business Administration (MBA) program focusing on management technology. SBM-
ITB has become a pioneer in campus autonomy, and in professionally running such program. SBM-ITB was 
established to develop leaders and entrepreneurs who have integrity, ethics, and social responsibility. SBM-
ITB‟s graduates are expected to possess hard competences (know-how and skills), as well as soft competence 
(effective attitude and behavior in contemporary organization) in business and management. 

On December 31, 2003 then ITB Rector Prof. Kusmayanto Kadiman formally established the School of 
Business and Management ITB (SBM-ITB) to administer both the MBA and the Undergraduate Program. SBM-
ITB has become a pioneer in campus autonomy, and in professionally running such program.  
With ITB Rector Decree (SK) no. 203/SK/K01/KP/2003, on December 31, 2004, School of Business and 
Management ITB was established. The new school continues to grow, and with the support of the teaching staff 
and administrative personnel, the school now has five programs, namely: 
a. Undergraduate Program in Management, established in December 2004. 
b. Master of Business Administration Program joined the SBM since December 2004. 
c. Master of Science in Management Program, established in February 2007. 
d. Doctor of Science in Management, established in August 2008. 
e. Undergraduate Program in Entrepreneurship, established in October 2012. 

The location of SBM-ITB is at the ITB main campus, it is on Ganesha Street No.10 Bandung; cover a total 
area of 770,000 square meters. In addition to lecture rooms, tutorial rooms, and auditorium, SBM-ITB has 
library, Financial Trading Center (FTC), and Center for Innovation, Entrepreneurship, and Leadership (CIEL). 
Also near the campus is the Salman Mosque for worship and religious activities of the ITB Muslim community. 
For implementation of academic and research activities there are academic support facilities, namely, the 
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Central Library (with approximately 150,000 books and 1000 journal titles) on campus, Sports Center, and 
Language Center, student activities center, art gallery 

Undergraduate program of SBM-ITB has 6 (six) majors in the Study Program of Bachelor‟s Degree in 
Management: Finance, Marketing, Operational, People Knowledge, Decision Making, and Entrepreneurship. 
The values of SBM‟s faculty are: trust, strive for excellence, harmony, integrity, and innovation. The vision is 
being a world-class institution that inspires and develops new leaders with entrepreneurial spirit. The mission is 
to educate and develop top quality students to become entrepreneurial leaders by providing a world-class 
education program.  

The study of business and management is not just about the concepts that are taught in the classroom, but 
also in the way that these concepts are being implemented in a real-world setting. The program lasts for 9 (nine) 
semesters, which is 3 (three) years with the total credit of 144 Semester Credits (SKS).The curriculum: 
a. Knowledge on humanities: values, culture, differences in values and diversity. 
b. Knowledge on functional management, covering: accounting and finance, marketing, human resources and 

operations. 
c. Knowledge on business: planning, organizing resources, applying, and controlling a real business, 

understanding how to make decisions with risks, and negotiating.  
 The knowledge mentioned above functions as basic competencies in management science and practice that 
have to be mastered by business and management professionals. In order to build business and management 
competencies, different kinds of knowledge are categorized in six knowledge groups as follows: basic 
knowledge, basic skills, humanities, management knowledge, business practice, advance knowledge. 

In the curriculum of the degree in management students are given knowledge of management science in 
general, the functions of management, the principles of leadership, and the ability to communicate. Students are 
then required to make a contribution to a specific group following ethical guidelines and being prepared to face 
the business challenges with which they are presented. In the School of Business and management of the 
Bandung Institute of Technology, team work is an important part of the learning process and many subjects are 
conducted through group work (4-5 students). As future leaders students have to be able to settle differences 
which may arise without provoking conflict. Team work is not only about working together but more 
importantly about how to achieve one‟s goals as a whole team. SBM-ITB has 88 persons as full time lecturers, 
50 percent are already have PhD degree. The majority of lecturers graduate from reputable university at abroad 
(UK, USA, Australia, Japan, and German). SBM-ITB has 5 professors, 7 associate professors, and 9 assistant 
professors of business and management.  

 
1.2 Introduction 
 

The Global Competitiveness report 2014-2015 stated that the innovation and sophistication 
competitiveness of Singapore is rank to 11th, Malaysia is rank to 17th, Indonesia is rank to 30th, Philippine is rank 
to 48th, Thailand is rank to 54th, and Vietnam is rank to 98th out of 144 countries (World Economic Forum, 
2014). The low rank of innovation and sophistication competitiveness is reflection from limited number of 
successful entrepreneurs within a country, whereas the role of entrepreneur has been respected as a great 
contributor to the economic development of most nations (Ogbo, 2012; Szirmai, et al., 2011). Nations develop 
faster if they have high quality, creative, and innovative entrepreneurs that implement new ideas into practical 
action in every business.  

Entrepreneur is an important issue in several countries, more than 50% of people is consider starting a 
business as a desirable career choice. For example, the percentage of people consider starting a business as a 
desirable career choice in Philippine is 82%, Thailand is 74%, Indonesia is 73%, Vietnam is 67%, Singapore 
52%, Malaysia is 50%. The percentage of people who agree that successful entrepreneurs receive high status in 
Philippine is 78%, Indonesia is 78%, Vietnam is 76%, Thailand is 71%, Singapore is 63%, and Malaysia is 50% 
(Global Entrepreneurship Monitor, 2013). 

Entrepreneur is considering as a career choice that receive high status in society, but facts show that 
established business ownership rate particularly for Indonesia is lower than Thailand and Vietnam. The facts are 
Thailand has an established business ownership rate of 33.1%, Vietnam has 22.2%, Indonesia has 11.9%, 
Malaysia has 8.5%, Philippine has 6.2% and Singapore has 2.9%. The necessity-driven entrepreneurial activity 
in Vietnam is 30%, Philippine is 29%, Indonesia is 21%, Thailand is 18%, Malaysia is 18%, and Singapore is 
11% (Global Entrepreneurship Monitor, 2013).According to ministry of cooperatives and small and medium 
enterprises, there is low number of entrepreneurs in Indonesia than in Singapore, Malaysia, and Thailand. 
Singapore has the number of entrepreneurs 7% of the total population, Malaysia has 5%, Thailand has 4%, and 
Indonesia has 1.65% of the total population (Artikel, 2015). 

Several countries are facing some constraints in developing new businesses to become established 
businesses. The constraints are as follow (Global Entrepreneurship Monitor, 2013-2014): 

1. Philippine has poor provision of training aimed at expanding and sustaining businesses. 
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2. Thailand is lack of education and training. Educational quality is seen as poor, which hinders creativity 
and the development of leadership skills; practical teaching and the teaching of entrepreneurial concepts 
is lacking. 

3. The main constraint in Indonesia is lack of government support for entrepreneurial programs. Many 
policies and programs have been initiated to enhance entrepreneurship. However those are led by 
different agencies or ministries, and there is a lack of communication and coordination, which reduces 
their impact.  

4. Vietnam still has not solved the problem of business education - equipping young people with basic 
business knowledge and providing early career advice for students, especially at the primary level. 

5. Singapore is facing the high costs of commercial and professional infrastructure. It is often challenging 
for new businesses to afford high quality business premises or professional advice. 

6. Malaysia is facing the start-up business problems. It usually lacks of sustainability and profitability due to 
lack of entrepreneurial abilities and skills. 
The main constrains are lack of education and training either formal or informal to support successful 

entrepreneurs(Global Entrepreneurship Monitor, 2013-2014).Entrepreneurship Education (EE) has a vital role in 
guiding all learners to become more entrepreneurial-minded (Hegarty, 2006).The implementation of EE within 
universities aims to infuse the entrepreneurial culture and spirit into students, as well as creating new educated 
entrepreneurs and new businesses (U.S. Department of Commerce, 2013). In other words, the expected outcome 
is to produce well-educated entrepreneurs that will create jobs.The EE in the university context is more 
important than within the informal context because university could give students a structure and valuable 
knowledge/insight covering all aspects of the business, giving an entrepreneur the tools to be prepared all 
eventualities. The university also provides an amazing platform to test out ideas and concepts, gather input and 
gain constructive feedback (Mitchell, 2014). The students within university have the capability to solve the 
problems and make their strategic decision in creative ways based on the valid and reliable data. The impact is 
the business will run with high accountability, hence they could manage their business succeed in the long term 
(sustainable business).  

There are several barriers of EE based on 46 case interviews at European Universities, namely: EE 
depends on the efforts of a limited number of people; academic staff members lack the time to engage in EE; 
educators‟ inadequate competence; lack of funding to support EE; the opposition of academic staff members to 
the introduction of EE; lack of support for EE from the government; lack of good-quality material; lack of 
academic credibility; lack of recognition for excellent EE; and lack of support from top management 
(Directorate-General for Enterprise and Industry, 2008). These barriers lead to ineffectiveness of EE in several 
countries. Whereas, according to a survey result from 549 company founders in the United State, 70% said that 
university education was important to support students in becoming successful entrepreneurs (Wadhwa et al., 
2009). 

Several studies of entrepreneurship education were conducted in order to support students to become 
successful entrepreneurs. However, the tangible results were often difficult to observe due to low number of 
established business ownership in several countries. Co & Mitchell (2006) conducted the mapping of existing 
popular courses offered and observed the existing classroom delivery techniques. Other studies conducted the 
mapping of entrepreneurship education within a higher education institution (Solomon, 2007; Varblane & Mets, 
2010). Some studies only focused on teaching methods such as entrepreneurial-directed approach (Heinonen & 
Poikkijoki, 2006) and problem-based learning approach (Tan & Ng, 2006). There are also some other studies 
focusing on students such as their psychological aspects (Ibrahim & Soufani, 2002; Gelderen, 2010) and the 
importance of selection process of students (Dhliwayo, 2008).  Very little do they describe about evaluation of 
EE that cover the assurance of learning, staff members‟ competence, and ways to improve the entrepreneurship 
education. 
 
2 Research Questions 
 

There are some common barriers from the implementation of EE; it is regarding support from staff, 
institution, and government. It is necessary to know the existing learning programs and institutional supports; 
and evaluate to what extent its effectiveness in developing entrepreneurial graduates. Thus, the following 
Research Questions 1 and 2 are formulated: 
1.  “What are current situation of entrepreneurship learning programs and institutional supports within a 

university context?”  
Research question 1 leads to the mapping of existing entrepreneurship learning programs and institutional 
supports at several universities based on a systematic framework, such as mapping entrepreneurship 
program and contents provided by institution, methods used to deliver the contents, several activities done 
by institutions to support entrepreneurship program, and most common assessment methods used to 
evaluate the existing entrepreneurship programs. 

271



 

 
2. “How is the effectiveness of existing entrepreneurship learning programs and institutional supports could 

encourage students to become entrepreneurial graduates?”  
Research question 2 leads to describe and evaluate the extent to which the learning programs (curriculum, 
pedagogy, assessment, etc.) and institutional supports (faculty members, facilities, etc.) have been met the 
effectiveness criteria; then we will know which part those need to be improved, hence the better learning 
will be proposed to increase their efficacy. 

 
According to the findings regarding the research questions 1 and 2, it is analyzed by within case analysis. The 
results from within case analysis lead to discover the effective condition to support students become 
entrepreneurial graduates. Thus, the effectiveness level of existing learning is related with the expected 
outcomes such as entrepreneurial competencies of graduates. Then, the Research Question 3 is formulated: 
3. “What are current entrepreneurial competencies of graduates after completing learning from university?” 

Research question 3 leads to make some correlation between the effectiveness of EE with the expected 
outcomes from alumni perspectives.  

 
The objectives of this research are: 
1. To provide mapping of learning practice within a university context. 
2. To determine factors of effective learning to support entrepreneurship education within a university context. 
3. To analyze factors which explain entrepreneurial learning that effective to produce entrepreneurial 

graduates. 
 
3. Literature Review 
 

Education has a vital role in guiding all learners to become more entrepreneurial minded (Hegarty, 2006). 
Similarly, it is supported by the results of study conducted by Kolvereid& Moen (1997), indicate that graduates 
with an entrepreneurship major are more likely to start new businesses and have stronger entrepreneurial 
intentions than other major graduates. But the education may not lead directly to increase start-ups, it may when 
developed and delivered under specific conditions to create expected outcomes (Jones, 2010). It depicts the need 
of supporting environmental which are both internal HEIs such as family, friends, role model in the society 
(Hegarty, 2006) and external HEIs such as facilities, structure, regulation, culture (Piperopoulos, 2012).  

There is also little uniformity in program offerings, and this is commonly considered related to the fact 
that entrepreneurship is an emerging field (Solomon et al., 2002 in Alberti, 2004). Most entrepreneurship 
courses focus on either Entrepreneurship or Small Business Management as an overview of the knowledge and 
skills needed for the identification, evaluation, and exploitation of opportunities in a variety of circumstances 
and environments as well as an understanding of decision making in a small business environment. There are 
few courses offered in such key disciplines as entrepreneurial negotiation, leadership, new product development, 
creative thinking, technology innovation, entrepreneurial marketing, corporate entrepreneurship (Co & Mitchell, 
2006; Solomon, 2007; Kabongo & Okpara, 2010). 

There is also the need of appropriate teaching strategy to deliver the contents. But it is still little known 
about the effective teaching techniques for entrepreneurship educators (Brockhaus, 2001 in Alberti et al., 2004). 
Some author stated that entrepreneurial directed approach is well suited to the entrepreneurship teaching 
(Poikkijoki & Heinonen, 2006: 80). The others were stated that Experiential Learning and Problem Based 
Learning approach were effective to deliver entrepreneurship contents (Vincett & Farlow, 2008; Tang & Ng, 
2006). 

According to the findings, still little attention has been dedicated to how measuring the overall 
effectiveness of entrepreneurship education, there are not well defined, neither any standardized means for 
measuring the results generally accepted (Alberti, 2004). Most of studies which present the evaluation are 
limited to a certain impact from internal perspective such as intention, participants‟ satisfaction, and also limited 
to certain impact from external perspective such as graduate careers after graduation. There is lack of 
comprehensive evaluation from internal regarding program planning and monitoring, and there is also lack of 
external evaluation from alumni regarding new start-ups (composition of successful and unsuccessful 
entrepreneurs, time factor, cause and effect, quality of company, focus of company, job offering and quality, 
revenue, profitability). Most of the research are descriptive study, few studies presents developed  hypotheses 
and moreover there is lack of models and  theories of entrepreneurship education (explanatory study). 

As in the filed of business education, the growing entrepreneurship education discipline was developed 
around concepts such as the efficacy of different teaching techniques, the appropriateness of course content, the 
selection and usefulness of concepts, the difference between countries and so on. On the whole research findings 
seem limited in generalizability. Thus we can say that research on entrepreneurship education is still at an 
exploratory stage. Only studies dealing with the learning process via different teaching methods or the teaching 
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in a particular content area are contributing to the construction of the body of knowledge in this field (Alberti et 
al., 2004).  

The future research is still open, build a systematic framework of EE and conduct evaluation of EE 
comprehensively. It focused on inputs (such as curriculum, students), process (such as teaching methods, 
institutional supports), output or outcomes (such as competencies, alumni achievement, student / alumni 
perception of their learning). It also challenges the academics to conduct evaluation both from internal (faculty 
member of university) and external perspective (alumni) to get better improvement of entrepreneurship learning 
within university. 

The recent research proposed a systematic framework for Entrepreneurship Education within a University 
context (Ghina et al., 2015). The framework is covering student, staff, and institution‟s priorities that including 
assurance of learning, staff members‟ competencies, and ways to improve the EE. This framework is using as 
guideline to conduct the effectiveness of EE within university. According to that research, the future study is 
open to make the correlation between the effectiveness of EE with the institution‟s expected outcomes from the 
alumni perspectives such as entrepreneurial competencies of graduates. 
 
4. Conceptual Framework 
 

The project partners organized by Herrmann et al. (2008) addressed effective learning and institutional 
support for EE to develop entrepreneurial graduates within a university context. They proposed a framework for 
entrepreneurship education strategy based on a set of guiding principles informed by international expert panel 
members. Their framework can be categorized as systematic framework because it is well-organized and 
includes all aspects of concepts, values, and best practices that are important for developing entrepreneurial 
graduates within a university. This framework can be used as a starting guideline for effective learning to 
develop entrepreneurial graduates. Nevertheless, it is unclear whether the structured responsibility regarding the 
key stakeholders within a university (students, staff, and institution) relate to all important aspects of concepts, 
values, and best practices based on international expert panel members. It also does not show the pattern of 
interaction among its key stakeholders and assurances of learning in the implemented framework. The 
framework contains the need for an enabling institutional environment, the engagement of key stakeholders 
within and outside the institution, the development of entrepreneurial pedagogic approaches in teaching, and 
learning and support practices. 

The need for enabling institutional environments means that universities can provide the right 
environment that will inspire and motivate individuals to find opportunities, acquire resources, and take action 
in a variety of contexts that have relevance to their lives and aspirations. In such environments, there should be 
clarity about entrepreneurial outcomes, the alignment between entrepreneurial outcomes and appropriate ways 
of learning, and the kind of learning that needs to take place. The engagement of key stakeholders means that 
entrepreneurship does not take place in isolation from its broader environment, which means that continuous 
learning is sustained through relationships with stakeholders and others. Indeed, successful entrepreneurship is 
more likely to happen in a situation where the stakeholders provide learning opportunities and facilitate the 
creation and exchange of tacit knowledge. Development of entrepreneurial pedagogic approaches in teaching, 
learning and support practices means that the delivery of the desired entrepreneurial outcomes challenges 
institutions and educators to review and reflect on what needs to be taught and learnt and how the appropriate 
learning environments and approaches can be created. Such practices should be clearly aligned with the existing 
goals, outcomes, and assessment processes (Herrmann et al., 2008). 

To achieve goals effectively, there are three key actors involved within a university setting, namely 
students, staff, and institution. They have their own attributes in the education process, such as the ability, 
opportunity and incentive aspects (Piper, 1993). This framework is used as a guideline for effective learning 
within a university. There are three conditions that are necessary for students to perform satisfactorily:  they 
must have the ability to learn in order to undertake their study involved; they must have the opportunity to learn 
to conduct the study satisfactorily; and they must have an incentive to learn in order to encourage their 
willingness to study. The ability to learn is knowledge and skills that the students undertake to do their study. 
The mechanisms are focused on the students, for examples: recruitment and selection of the students. The 
opportunity to learn is a learning environment and its context which is provided by institutions that support the 
students to do their study satisfactorily, for examples: educational aspects, such as curriculum and equipment (as 
learning supports) that are provided by institutions. The incentive to learn is something that will be received by 
the students as the motivator to conduct their study, for examples: grant and grading scheme. 

The important aspects for staff members to teach effectively are that they can improve the ability of their 
students to learn, the opportunity to learn of their students to conduct their study satisfactorily, and the incentive 
to learn of their students to encourage their willingness to study. Improving ability to learn is defined as a 
progress review such as the learning evaluation. Improving opportunity to learn is defined as equipment such as 
the teaching methods and teaching aids as well as social environment such as lecturers and administration staff 
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members. Improving Incentive to learn is defined as rewards, as a part of grading the students‟ performance, for 
the students‟ participation.  

There are several aspects that necessary for staff to teach satisfactorily: the institution has to improve the 
ability to teach, improve the opportunity to teach, and improve the incentive to teach. Improving ability to teach 
is defined as the effort from institution to raise a more excellent quality of an acquired or natural capacity or 
talent that enables an individual to teach a particular subject or to do task successfully, such as recruitment and 
selection for lecturer, pay and safety needs, training, and performance appraisal. Improving opportunity to teach 
is defined as the effort from institution to raise a more excellent quality of a situation or condition in which it is 
possible for teaching to be done and favorable for attainment of a goal, such as workload, knowledge sharing, 
freedom in teaching, learning material support, and fund allocation. Improving incentive to teach is defined as 
the effort from institution to raise a more excellent quality of a positive motivational to teach, such as incentive 
and rewards for innovative teaching. 

The research conducted by Salamzadeh et al. (2011) proposed a systematic framework for an 
entrepreneurial university using the Input-Process-Output-Outcome (IPOO) Model. The framework covers all 
elements of learning that are important for an entrepreneurial university. According to the IPOO model, there 
are the main valuable aspects of input, process, output, and outcome, but there is unclear structured 
responsibility regarding the key stakeholders within the university (students, staff, institution) related to those 
main valuable aspects. The IPOO model does not show the pattern of interaction among its key stakeholders and 
the assurance of learning. Meanwhile, Ropke (1998 as cited in Salamzadeh, 2011) considers the entrepreneurial 
university as an Entrepreneur Organization that views three items: first, a university as an organization adopts an 
entrepreneurial management style (institution); second, its members act entrepreneurially (student and staff); 
and third, it follows an entrepreneurial pattern to interact with its environment (student, staff, and institution). 

A research conducted by Piper (1993) applied a general framework of management in education within a 
university context. The framework involves all key stakeholders that support management in education, such as 
students, staff members, and institution. Each of those key stakeholders has important responsibilities, namely 
ability, opportunity, and incentive. The framework by Piper (1993) meets all sets of guiding principles informed 
by Herrmann et al. (2008): it is well-organized, with clearly-structured responsibility regarding the key 
stakeholders within the university (students, staff, and institution) relating to all aspects of concepts, values, and 
best practices that are important for developing entrepreneurial graduates. It also has clear patterns of interaction 
among its key stakeholders within the university. 

According to the systematic framework proposed from literature, the systematic framework for EE can be 
characterized by several components in the context of entrepreneurship education:  
a. Learning goals of EE: what the program is trying to do and for whom. 
b. Comprehensive. 
c. Well-organized. 
d. Allocation of resources: clearly-structured responsibility of key stakeholders, clear patterns of interaction 

among its key stakeholders. 
e. Having the mechanism to evaluate allocation resources. 
The analysis of framework proposed by literatures (Piper, 1993; Herrmann et al., 2008; and Salamzadeh et al., 
2011) based on the systematic framework‟s characteristics can be seen in Table 1. 

Table 1 An Analysis of Previously- Proposed Systematic Framework Research 

No Characteristics 

Systematic Framework Proposed by Previous 
Researches 

Piper 
(1993) 

Herrmann et al. 
(2008) 

Salamzadeh et al. 
(2011) 

1 Context of 
entrepreneurship 
education 

X √ X 

2 Comprehensive √ √ √ 
3 Well-organized √ √ √ 
4 Allocated resources √ X X 
5 Having mechanism to 

evaluate allocation 
resources 

X X X 

 
Based on the above analysis, the framework proposed by Piper (1993) can be used as a systematic 

guideline for effective learning within the university. The main attributes for components in the EE context are 
equipped from the framework proposed by Herrmann et al. (2008). Since all above-mentioned systematic 
frameworks do not have the Assurance of Learning component, a systematic framework is thus proposed in this 
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research for a better understanding that fills out the research gap from literature. The framework for EE can be 
seen in Figure 1. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 1 The Framework of Effective Learning for Entrepreneurship Education 
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values of the institution, which in turn informs the learning goals and learning objectives of the program. The 
second loop depicts the opportunities provided by institution and is considered through curriculum design, 
mapping to course-learning objectives, and subsequent delivery of courses that provide students opportunities to 
learn the knowledge, skills and values laid out in program-learning goals, program-learning objectives, and 
course-learning objectives. The third loop depicts assessment to see whether the students have learnt the desired 
learning objectives, collects evidence and checks whether there are gaps. The final loop involves analyzing and 
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interpreting evidence and also involves adjustments to program elements or teaching methods in order to 
improve student learning outcomes where most needed (Mabin & Marshall, 2011).  

The learning perceived by internal (students and staff members) and external institution (alumni) can be 
used as evaluation to make continuous improvement. The high quality of output and outcome occurs when the 
characteristics, competencies, and carrier choice of the alumni along with institutional goals and objectives. The 
successful implementation AoL in this systematic framework is supported by allocated resources such as 
student, staff, and institution. Each of resource has its own role to support the effectiveness of AoL. 
 
5. Research Method 

Paradigm is a set of assumptions and perceptual orientations shared by members of a research community 
(Donmoyer, 2008). The research paradigm of this study is post-positivism, because of these following 
considerations: 
a. This research emphasize meaning and the creation of new knowledge, and are able to support committed 

social movements, that is, movements that aspire to change the world and contribute towards social justice 
(Ryan, 2006: 12).  

b. To pursue objectivity of this research, theory and practice cannot be kept separate. We cannot afford to 
ignore theory for the sake of just the facts (Ryan, 2006: 12).  

c. In this research, we regard ourselves as people who conduct research among other people, learning with 
them, rather than conducting research on them (Ryan, 2006: 18).  

d. This research starts with problem setting–coming up with the right questions (these may themselves lead to 
empirical research). This does not mean that we go off conducting research without an idea of what is to be 
investigated (Ryan, 2006: 19).  

e. The process of this research is directed toward the development of testable propositions and theory which 
are generalizable across settings (Eisenhardt, 1989: 546). 
The research is deductive direction, because this research begins with abstract thinking, it is logically 

connect the idea in theory to concrete evidence and finally this research end up with analysis the idea from 
several cases to develop some general conclusions. This study is using qualitative approach; it is hopefully can 
have better explanations of phenomena. The method of this study uses a case study with single case design. To 
clarify the research methods, it can be illustrated in Figure 2. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 2 Research Method 
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The unit of analysis incorporate in this research is Program Study. A purposive sampling strategy was 
incorporated, where samples are selected based on their potential contribution to the model and the demands of 
the research objectives. The use of multiple samples is preferred to help overcome potential response bias and 
gain multiple perspectives (triangulation) (Yin, 2003). 

The criteria to choose University as the object of this case study are: focus on Public University, the 
institution is undergraduate level in West Java, the institution has vision/mission to create entrepreneurial 
graduates or entrepreneurs, the institution at least has 3 years generation of alumni, and the institution has good 
popularity based on mass media. Thus, based on those criteria the results is School of Business and Management 
Institut Teknologi Bandung. 

A key approach to select the informants from each case is using numerous and highly knowledgeable 
informants who view the focal phenomena from diverse perspectives. These informants can include 
organizational actors from different hierarchical levels, functional areas, and groups. The research also 
employed an embedded design, that is, multiple levels of analysis, focusing on each case at three levels: (1) Top 
management of program study such as Dean, Vice Dean, and Head of Study Program (3informants), (2) Staff 
such as lecturer (3 informants), (3) Students (3 informants) and alumni (3 informants). 

There are five data sources: (1) semi structured interview with top management of program study such as 
Dean, Vice Dean, Head of Study Program; (2) semi structured interview with lecturers; (3) semi structured 
interview with students/alumni; (4) observation; (5) secondary data. The duration of in-depth interview is 
around 90 minutes. The qualitative data of interview from the respondents in related to the topic will be tape 
recorded, transcribed, coded and analyzed using NVIVO Software.  

One key step is within-case analysis. The importance of within-case analysis is driven by one of the 
realities of case study research: a staggering volume of data. Within-case analysis typically involves detailed 
case study write-ups for each site. These write-ups are often simply pure descriptions, but they are central to the 
generation of insight (Eisenhardt, 1989) because they help researchers to cope early in the analysis process with 
the often enormous volume of data. However, there is no standard format for such analysis. However, the 
overall idea is to become intimately familiar with each case as a stand-alone entity. This process allows the 
unique patterns of each case to emerge before investigators push to generalize patterns across cases. In addition, 
it gives investigators a rich familiarity with each case which, in turn, accelerates cross-case comparison 
(Eisenhardt, 1989: 539-540). 

Coupled with within-case analysis is cross-case search for patterns. The key to good cross-case 
comparison is counteracting these tendencies by looking at the data in many divergent ways. 
Various ways to judge the quality of the research beside validity and reliability measurement are discussed 
below: 
a. Construct Validity, the tactics are: 

1) Triangulation 
This research was used source triangulation to judge the quality of the research. It was an approach that 
utilizes various ways of in-depth interview, observation, and secondary data. The explanations are as 
follow:  
a) This research was used multiple informants, the number students or alumni is 3 persons for each 

level (top management, lecturer, student, alumni). They were asked with the same interview 
questions of ability to learn/to teach, opportunity to learn/to teach, and incentive to learn/to teach. 
The total numbers of 12 informants for single case has reached data saturation of possible 
responses to the interview questions. The data saturation from in-depth interview was validated by 
observation and secondary data. 

b) The observation was conducted during the process of gathering the in-depth interview data from 
informants. The field notes from observation were validating the data saturation from in-depth 
interview with the informants and the secondary data.  

c) The secondary data were gathered from administration staff and online sources (electronic reports 
and physical artifacts such as documents downloaded from website of institution). This secondary 
data were validating the findings from in-depth interview and field notes from observation. 

2) Expert Validation 
The key informants (professor) have reviewed draft of case study report regularly. They have provided 
the valuable feedbacks to improve the content quality of this research. This process has repeated for 
several times while doing this research. 

b. Internal Validity, the tactics are: 
1) Do pattern matching 

The audio record of interview was transcript into text then it was coded manually. The empirical 
evidences from transcript were matched with variables of entrepreneurial competencies. 

2) Do explanation building 
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The empirical evidences from transcript that match with the variables in the proposed conceptual 
framework have explained with descriptively. In order to enhance its internal validity, these 
explanations have supported with the quotation from informants. 

3) Address rival explanation 
The contradictive findings have addressed by the explanation from previous literatures. This process 
leads to explore the cultural aspects of each case, and it was supported from the findings from in-depth 
interview with informants. 

c. External Validity, the tactics is using theory in single-case studies: the previous literatures were used to 
support the findings from each case hence it could enhance its external validity. 

d. Reliability, the tactics are: 
1) Use case study protocol 

The case study protocol was built before data collection. It was including the expected outcomes table 
to gain the consistency of interview response from informants. It has reviewed by supervisors regularly 
to get the valuable feedbacks. 

2) Develop case study database 
Each of interview transcripts has completed with the informant‟s profile which comprise of name, code 
of informant, institution, position, place of interview, and duration of interview. The informants have 
filled and signed the attendance form. 

 
6. Research Findings 

 
The effectiveness of entrepreneurship education is measuring through four aspects, namely: student 

aspect, staff aspect, institution aspect, and assurance of learning. The criteria to judge the effectiveness level 
student aspect, staff aspect, and institution aspect can be seen in appendix. The criteria to judge the effectiveness 
level of assurance of learning can be seen in appendix. 
a.  Student Aspect 

The interview results regarding student aspect are analyzed by comparing to criteria standard from 
previous literatures. Each of sub variables can be determined to what extent its effectiveness. The effectiveness 
measurement can be seen in Table 2. 
 

Table 2 The Effectiveness Measurement of Student Aspect 

ASPECTS OF MEASUREMENT ANALYSIS OF INTERVIEW 
RESULTS 

LEVEL OF 
EFFECTIVENESS 

Student 
Aspect 

Ability to 
Learn 

Recruitment 
and Selection 
of Student 

SBM-ITB provides IQ test and 
psychological test after selection process. 
The psychological test result is used for 
reactive action. 

2 

Opportunity to 
Learn 

Curriculum 

SBM-ITB has multidisciplinary subjects 
in curriculum, in each semester, 
sequential; and alignment to support 
learning goals with the systematic 
process. 

4 

Institutional 
Support 

SBM-ITB is providing all facilities of: (1) 
Entrepreneurship center; (2) Funding for 
start-up from internal and external 
institution; (3) Community service; (4) 
Guest lecturer. The activities well 
manage and routinely. 

3 

Incentive to 
Learn 

Grading 
Evaluation 

Measure aspects of cognitive, affective, 
and psychomotor, standardize. 

4 

Grants 
Provide grants from inside and outside 
institution, consistently. 

4 

 
b. Staff Aspect 

The interview results regarding staff aspect are analyzed by comparing to criteria standard from previous 
literatures. Each of sub variables can be determined to what extent its effectiveness. The effectiveness 
measurement can be seen in Table 3. 
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Table 3 The Effectiveness Measurement of Staff Aspect 

 
c. Institution Aspect 

The interview results regarding institution aspect are analyzed by comparing to criteria standard from 
previous literatures. Each of sub variables can be determined to what extent its effectiveness. The effectiveness 
measurement can be seen in Table 4. 

 
Table 4 The Effectiveness Measurement of Institution Aspect 

ASPECTS OF MEASUREMENT ANALYSIS OF INTERVIEW RESULTS LEVEL OF 
EFFECTIVENESS 

Institution 
Aspect 

Improving 
Ability to Teach 

Recruitment and 
Selection of 
Lecturer 

SBM-ITB has several steps for selecting the 
faculty members, namely: (1) Application 
form; (2) Interview; (3) References from 
interest group or teaching team; (4) Micro 
Teaching; (5) Pre-employment test (Skill, 
Personality, and Medical Check). The 
academic assistant is a trial period for faculty 
member before becoming full time lecturer.  

4 

Pay and Safety 
Needs 

SBM-ITB is providing fix salary, extra salary 
for additional activities and also available of 
safety needs 

4 

Training 
SBM-ITB is providing training related to 
learning needs. It is conducting sporadically. 

3 

Performance 
Appraisal 

SBM-ITB is conducting faculty member's 
appraisal based on several aspects, namely: (1) 
Workload; (2) Peer review; (3) Summary of 
students or clinical evaluation; (4) Classroom 
Assessment Techniques (CAT); Routinely each 
semester during calendar year 

3 

Improving 
Opportunity to 
Teach 

Workload 

Lecturer and students ratio at SBM-ITB is 
(1:29). Each of faculty member works 40 hours 
per week. 

4 

Knowledge 
Sharing 

SBM-ITB has knowledge sharing routinely; it 
is well organized and conducted consistently. 

4 

Freedom in 
Teaching 

The lecturer at SBM-ITB has a freedom in 
methods to deliver the material and it is 
homogeny in all class of the same course 
(teaching team) 

4 

Learning Material 
Supports 

SBM-ITB has an innovative and pertinent 
teaching material: complete, free access. The 
students and all faculty members are having a 
simple bureaucracy to access it. 

4 

Fund Allocation 

SBM-ITB is providing a financial support for 
research, community service and training 
inside or outside and it is conducted by 
consistently. 

4 

ASPECTS OF MEASUREMENT ANALYSIS OF INTERVIEW RESULTS LEVEL OF 
EFFECTIVENESS 

Staff Aspect 

Improving 
Ability to Learn 

Evaluation 
Method 

SBM-ITB is using a quantitative and 
qualitative evaluation, consistently in all 
semester. 

4 

Improving 
Opportunity to 
Learn 

Teaching Method 
SBM-ITB is using an experiential learning 
method, simultaneously in all class, 
consistently in all semester. 

4 

Lecturer's Role 
SBM-ITB is providing teaching and mentoring 
inside and outside class, consistently. 

4 

Improving 
Incentive to 
Learn 

Participation 
SBM-ITB is using peer review to record 
participation inside and outside class, 
consistently. 

4 

Rewards 
SBM-ITB is providing non-financial rewards 
for students, consistently. 

3 
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ASPECTS OF MEASUREMENT ANALYSIS OF INTERVIEW RESULTS LEVEL OF 
EFFECTIVENESS 

Improving 
Incentive to 
Teach 

Incentive Schema 
SBM-ITB is providing incentives based on 
performance and they give old age benefits for 
employees. It is conducted routinely. 

4 

Reward for 
Innovative 
Teaching 

There is non-financial reward for innovative 
teaching but it was sporadically. 

3 

 
d. Assurance of Learning (AoL) Aspect 

The interview results regarding assurance of learning aspect are analyzed by comparing to the criteria 
standard from previous literatures. Each of step can be determined to what extent its effectiveness. The 
effectiveness measurement of assurance of learning can be seen in Table 5. 

 
Table 5 The Effectiveness Measurement of Assurance of Learning 

THE ASSURANCE OF LEARNING PROCESS ANALYSIS OF FINDINGS LEVEL OF 
EFFECTIVENESS 

STEP 1 Establish learning goals and objectives SBM-ITB learning goals address not only general 
knowledge and skills but also managerial skills. It is 
consistent with their mission. The learning goals are 
depth and breadth; it is measurable.  

4 

STEP 2 Alignment of curriculum with the adopted 
goals 

The contents of curriculum are clear to support their 
learning goals and the pattern of arrangement is 
systematic. 

4 

STEP 3 Identification of instruments and measures to 
assess learning 

SBM-ITB has two kinds of instruments to assess 
learning outcomes, namely: (1) Course-embedded 
measures; (2) Stand-alone testing-performance. It is 
well documented consistently. 

2 

STEP 4 Collection, analyzing, and dissemination of 
assessment information 

SBM-ITB is collecting the assessment twice per 
semester but they are not conducting the 
dissemination of assessment information to faculty 
members. 

2 

STEP 5 Using assessment information for continuous 
improvement including documentation that the 
assessment process is being carried out in a 
systematic, ongoing basis 

SBM-ITB does not present examples of student 
performance on assessment measures. The 
assessment outcomes are not using for continuous 
improvement in a systematic and ongoing basis. 

1 

 
e. Measuring Entrepreneurial Competencies 

According to in-depth interviews from alumni, the analysis of alumni‟s competencies based on “Behavior 
Rating Scale” can be seen in Table 6.  
 

Table 6 Entrepreneurial Competencies of Alumni 

Competencies of Alumni Number of Alumni (person(s)) 

Identify and Evaluate Business Opportunity 
Medium - 

High Three 

Identify and Solving Problems 
Medium - 

High Three 

Decision Making 
Medium - 

High Three 

Networking 
Medium - 

High Three 

Communication 
Medium - 

High Three 

Innovative Thinking 
Medium - 

High Three 
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7. Discussion 
The effectiveness measurement of student aspect is in not at the same level for all aspects of recruitment 

and selection, curriculum, institutional support, grading evaluation and grants. The explanation of each aspect is 
providing in the following section. The score is determined based on the criteria standard from previous 
literatures. 

SBM-ITB has already provided IQ test but the psychological test is conducted after selecting the potential 
entrants for profiling new students. The score for this aspect is low. This psychological test is important to select 
the potential students before they are learning at SBM-ITB. As The Interviewee SBM_TM1 stated that: 
“…starting from talent concept…each individual has his/her own talent, hence to achieve learning goals 
successfully we have to develop from certain criteria. I believe that to create the best graduates, we have to 
select the students based on certain criteria in accordance to the needs of certain field …” 

The curriculum at SBM-ITB is multidisciplinary subjects in each semester and in sequential order. It is 
alignment to support learning goals with the systematic process. This is also relevant to the curriculum standard 
based on AACSB (2013). The score of this aspect is high. As The Interviewee SBM_L1 stated that: “…since 
entrepreneurship, leadership and ethics and managerial skills are our institutional flavor hence the learning at 
SBM-ITB is designed to create those skills…the lecturers are encourage to link any subjects with 
entrepreneurship…”. 

SBM-ITB is providing the facilities to support students become entrepreneurial graduates, namely: 
entrepreneurship center, funding for start-up from internal and external institution, competition, community 
service, guest lecturer. They do not have business incubator. The activities are well manage and routinely. The 
score for this aspect is average. As The Interviewee SBM_L1 stated that: “…starting from our learning pattern, 
all facilities actually already provided by institution bundling with the curriculum, hence it is support the 
students to learn optimal…” 

Grading evaluation at SBM-ITB has already measure aspects of cognitive, affective, and psychomotor. 
They also have the peer review as a tool to evaluate their student‟s performance in the field, it involve their 
students‟ soft skills as part of grading evaluation. This measurement is standardizing for all subjects in 
curriculum. The score for this aspect is high. As The Interviewee SBM_TM1 said that: “…learning at SBM is 
focus on human aspect hence we have to observe their behavior…” As The Interviewee SBM_L1 also stated 
that: “…the grading evaluation is depend on the subjects, if the subject is focus on students‟ behavior …it must 
be evaluated besides the knowledge aspect…” 

SBM-ITB has provided grants for their students both from internal and external sources. The internal 
grants are provided for those who have achievement in their academic aspect and ethereality for those who lack 
of money to pay tuition fee. The institution is also providing grant from external sources such as from 
Directorate General of Higher Education Indonesia for those with lack of money to pay tuition fee. The score for 
this aspect is high. These scholarships are very important, as The Interviewee SBM_S2 stated that: “…the 
scholarship could encourage students‟ motivation and open opportunity especially for those who lack of money 
to pay tuition fee…” 

The effectiveness measurement of staff aspect is not at the same level for all aspects of learning 
evaluation, teaching method, lecturer‟s role, participation, and rewards. SBM-ITB is using both quantitative and 
qualitative assessment for learning evaluation and it is conducted consistently in all semester. The quantitative 
assessment is objectively such as exam score, assignment score, attendance score, participation score, and the 
winner of competition. Whereas the qualitative assessment is subjectively such as peer review report, 
observation report, satisfaction statement, feedback for improvement. The score for this aspect is high. Since the 
learning at SBM-ITB is focus on the human/behavioral aspect as The Interviewee SBM_L1 and The Interviewee 
SBM_TM1, hence it is very important to use qualitative assessment beside the quantitative one. 

SBM-ITB is using an experiential learning as the main method to deliver the material course. It is 
conducted simultaneously in all class and consistently in all semester.  The score for this aspect is high. As The 
Interviewee SBM_L1 stated that: “…one of the flavor from our institution is entrepreneurship, hence the 
students are encourage to do many real projects during their learning…” 

SBM-ITB is providing teaching and mentoring both inside and outside class. They also record students‟ 
participation inside and outside class. It is conducted consistently in each semester. The score for this aspect is 
high. SBM-ITB has already using active learning inside or outside the classroom and provides regular tutorials 
for students doing consulting business (commitment based). As The Interviewee SBM_TM4 stated that: “…we 
have so many team work for students in the curriculum, hence it need to observe, coach, and evaluated by 
lecturers…” 

SBM-ITB has already used non-financial rewards to support students in becoming entrepreneurs. It is 
conducted in activity such as project based learning and graduation with consistently. The score for this aspect is 
average. These rewards are very important, as The Interviewee SBM_S3 said that: “…I am agreeing with 
rewards because it can encourage our motivation give best performance …” 
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The effectiveness measurement of institution aspect is not at the same level for all aspects of recruitment 
and selection of lecturer, pay and safety needs, training, performance appraisal, workload, knowledge sharing, 
freedom in teaching learning material supports, fund allocation, incentive schema, and reward for innovative 
teaching. The explanation of each aspect is providing in the following section. 

SBM-ITB has several common steps for selecting the faculty members, namely: application form, 
interview, pre-employment test (skill, personality, and medical check), micro Teaching. They have included 
references check from interest group beside those common steps. SBM-ITB has already use a micro teaching to 
know the ability to teach for their potential lecturers before accepted as fulltime or part time lecturers. The score 
for this aspect is high. This selection of lecturers is very important, as The Interviewee SBM_TM4: “…three 
aspects that are important to be owned by lecturers are motivation, self-development, and improvement, hence 
we have to select it…” 

SBM-ITB has provide fix salary, extra salary for additional activities, pension fund and also available of 
safety needs. The score for this aspect is high. They also provide training for lecturer that related to learning 
needs. The training is conducting sporadically. The score of effectiveness level is average in this aspect. As The 
Interviewee SBM_L1 stated that: “…we have training for lecturers case by case, in accordance with the urgent 
needs, if we need training of teaching method … the institution will provide it …” 

SBM-ITB has conducted faculty member's appraisal based on several aspects, namely: workload, peer 
review, summary of students or clinical evaluation, Classroom Assessment Techniques (CAT). It is conducted 
routinely in each semester during a calendar year. The score of effectiveness level is average in this aspect. 
SBM-ITB has not provided the evaluation based on observation from team teaching coordinator. This appraisal 
is important, as The Interviewee SBM_TM3 said that: “…our lecturers are evaluated by their own interest 
group…it is conducted to give some feedback for improvement…” The Interviewee SBM_L1 also said that: 
“…if the result of QA is not good, the lecturer will be down grade (cannot teach in the next semester)…” 

Lecturer and students ratio at SBM-ITB is (1:29). Each of faculty member works 40 hours per week. 
According to rule from Directorate General of Higher Education Indonesia, the minimum of lecturer and 
students ratio for social school is 1:35, and the workload for fulltime lecturer is 40 hours per week. SBM-ITB 
has already met the lecturer and students‟ ratio, the score of effectiveness level is high in institution‟s workload 
aspect.  

SBM-ITB has provided knowledge sharing in several activities such as meeting, workshop, general class, 
and journal. It is well organized and conducted consistently. The score of effectiveness level is high in this 
aspect. As The Interviewee SBM_L1 said that: “…we have knowledge sharing activity such as knowledge café, 
lecturer‟s meeting at Tuesday twice a month, invite guest lecturer, etc…it is conducting routinely” 

The lecturer at SBM-ITB has a freedom in methods to deliver the material and it is homogeny in all class 
of the same course (teaching team). The score of effectiveness level is high in this aspect. This practice at SBM-
ITB has already relevant to the entrepreneurial learning approach that process oriented which releases the 
complexity and heterogeneity of human nature for value creation purposes, have perceived learning as social 
interaction. It means that they see the reality as a social construction which entrepreneurship education as a 
discipline to know-who and know-how. They realize that the concept of entrepreneurship is a dynamic process 
that should involve the emotional aspects during learning. They also use repetitive learning techniques to deliver 
the content of a subject.  

SBM-ITB has an innovative and pertinent teaching material; it is complete and free access to all faculty 
members. The students and all faculty members are having a simple bureaucracy to access it. The score of 
effectiveness level is high in this aspect. As The Interviewee SBM_L1 stated that: “…we have complete 
teaching materials, the lecturers can propose it as their teaching needs…” 

SBM-ITB has provided a financial support for research, community service and training inside or outside 
and it is conducted by consistently. The score of effectiveness level is high in this aspect. As The Interviewee 
SBM_L1 said that: “…we support lecturer to make self-development, in 2015 we have research funding up to 1 
billion rupiahs…” 

SBM-ITB has provided incentives based on performance routinely. The score of effectiveness level is 
average in this aspect. There is also a non-financial reward for innovative teaching at SBM-ITB but the 
implementation is sporadically. The score of effectiveness level is average in this aspect. As The Interviewee 
SBM_TM4 said that: “…we have award for best performance of lecturer…but it is not continue to do…” 

SBM learning goals addresses not only general knowledge and skills but also managerial skills. The 
learning goals are depth and breadth and it is measurable. The process of learning is systematic. The contents of 
curriculum are clear to support their learning goals and the pattern of arrangement is systematic. The 
effectiveness level for this stage is high. The curriculum is designed to support students become entrepreneurial 
graduates with many entrepreneurial projects as the tools to run the real business, hence the students could better 
understand about knowledge and practical aspect. As The Interviewee SBM_L1 also stated that since 
entrepreneurship, leadership and ethics and managerial skills are becoming institutional flavor, hence the 
lecturers are encourage to link any subjects with entrepreneurship. 
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SBM-ITB has two kinds of instruments to assess learning outcomes, namely: (1) Course-embedded 
measures and (2) Stand-alone testing-performance. It is well documented and consistently. The score for this 
aspect is average because SBM-ITB is providing the assessment-measure selection but it uses for reactive action 
only. As The Interviewee SBM_TM4 stated that: “…the psychological test is just for mapping…it uses for 
reactive action…” 

The entrepreneurial competencies of SBM-ITB alumni are high level in all aspects, the explanations are 
as follows:  
a. Identifying and evaluating business opportunity is in high level. This findings is supported by the coding 

from the respondents‟ response that they are “proactively request feedback from co-workers and customers, 
and use it to identify and capture business opportunities; share new knowledge regarding professional 
standard with others to ensure that they are able to contribute new ideas to the business; anticipate customer 
needs; consistently seek out and capture new business opportunities”. 

b. Identifying and solving problems is in high level. This finding is supported by the coding from the 
respondents‟ response that they are “developing highly creative and effective solutions to problems and use 
solid negotiation skills to arrive at win-win solutions even in the most difficult circumstances”. 

c. Decision making is in high level. This findings is supported by the coding from the respondents‟ response 
that they are “focused on continuous improvement by exploring opportunities for enhancing, revising or 
modifying existing standards/methods; consistently gather all information including opinion, then making 
an informed decision; identifying and anticipating possible outcomes; creating positive solutions; reducing 
the impact of negative attitudes”. 

d. Networking is in high level. This finding is supported by the coding from the respondents‟ response that 
they “seek out and initiate action to build strategic relationships when opportunities are present; overcome 
obstacles to develop and maintain work relationships, consistently use skills and knowledge to work with 
others”. 

e. Communications is in high level. This finding is supported by the coding from the respondents‟ response 
that they “encourage an open exchange of ideas and different points of view; tell the truth even when it is 
unwelcome; deliver accurate, clear, and concise messages that inform and frequently persuade audiences to 
take action”. 

f. Innovative thinking is in high level. This finding is supported by the coding from the respondents‟ response 
that they “encourage new ideas; motivate others to be proactive, resourceful, and know the customer; 
contribute unique suggestions in brainstorming and problem-solving activities”. 

 
SBM-ITB tends to use the entrepreneurial learning in which the individual is active, process-based, 

collaborative and multidisciplinary approach. The curriculum of SBM-ITB is a multidisciplinary subject which 
has anchor subject and integrated each other for each and cross semesters. They have put practical aspects in 
their curriculum to develop entrepreneurial competencies. Immersion in practice places the practitioner at the 
center of the learning experience. The use of drama and performance techniques is an essential part of the 
entrepreneurial learning process as many entrepreneurs are continually acting and performing in their roles. 
SBM-ITB has provided the successful entrepreneurs as guest lecturer routinely to support identifying and 
evaluating business opportunity, identifying and solving problems, networking, and innovative thinking. Co-
teaching course with entrepreneurs and regular faculty is a way of bridging theory and practice. They have 
“performance art” course in their curriculum, it is expected can create students with high competencies such as 
communication skill. SBM-ITB has provided the students to run their real business with the financial support 
from Bank in order to create competencies of identifying and evaluating business opportunity, identifying and 
solving problems, decision making, networking, communications, and innovative thinking.  

8. Conclusion  
The main finding from this research is evaluation of entrepreneurship education at SBM-ITB based on a 

systematic framework to portray the effectiveness of entrepreneurial learning. It is valuable because we can get 
a better understanding on the factors that contribute to manage entrepreneurship education at SBM-ITB 
successfully. The research implications to the practitioners are that they have to monitor the wholly integrated 
system proposed in the framework to manage entrepreneurship education in order to reach the SBM-ITB goals 
effectively. Hence, it can identify the area of opportunity for learning improvement at SBM-ITB.  

The institution has to focus not only on the students but also on the staff members. The institution must 
also fulfill all needs of both the students and the lecturers either for learning or for teaching. It is expected that 
by meeting all of their needs, the students can learn satisfactorily and the lecturers can give their best 
performance as the learning facilitator to enhance their students‟ ability, opportunity, and incentive to learn.  

SBM-ITB is the institution whose one of its goals is to create entrepreneurial graduates which is to 
become intrapreneurs or entrepreneurs. There are three important key actors to manage entrepreneurial 
education successfully, namely students, staff members, and the institution. In order to achieve the above-
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mentioned goal, the institution must provide many things to support learning within a school. It includes the 
recruitment and selection process of its student and staff member candidates where they have to undergo several 
tests to fulfill certain requirements.  

The institution has already provided their own students and staff members with the opportunity both for 
learning and for teaching such as curriculum, learning materials, and entrepreneurial supports from the 
institution. The entrepreneurial supports provided by the institution include such things entrepreneurship center; 
funding for start-up from internal and external institution; competition; community service; guest lecturer; 
training for lecturer both inside and outside institution; routine activity of knowledge sharing; financial support 
for research, community service and training. 

The students can learn satisfactorily because there are several financial incentives for their performance 
such as grants, which is allocated for two different targets of students. One is for those with a good achievement, 
and the other one is for those with lack of money to pay their tuition fee. The institution also gives them with 
non-financial incentive such as an appropriate evaluation scheme in which the students‟ participation is included 
in their academic grading, so it can encourage them to reach their best performance. There is also provided a 
mix of well-designed financial and non-financial rewards for appreciate their students‟ performance. 

The staff members, particularly the lecturers, can work satisfactorily because the institution provides 
them with the freedom in teaching. They can make improvisation in their teaching as long as it does not go 
beyond the scope of syllabus. It is well manage under the teaching team. In addition, they also get a good salary, 
incentives, and health and life assurance from the institution. The institution has provided non-financial rewards 
for the lecturers who manage to do innovative teachings but it was sporadically. 

SBM-ITB has not managed their Assurance of Learning (AoL) in an effective way. The score is not high 
for all AoL aspect. They have manage the aspect of AoL that comprise of establish learning goals and objectives 
and alignment of curriculum with the adopted goals. But they do not well manage for identification of 
instruments and measures to assess learning, collection, analyzing, and dissemination of assessment 
information. They are not using assessment information for continuous improvement including documentation 
that the assessment process is being carried out in a systematic and ongoing basis. Actually they have well 
documented of hard skill and soft skill, but it is not analyzed formally by the appropriate team to make a 
significant continuous improvement. They have already share about learning sporadically when meeting in their 
own interest group. 

The practical suggestions for SBM-ITB are explained as follow: 
a. SBM-ITB is better to conduct mapping of student‟s characteristics as the starting point before they learn 

within school, for example to what extent the students are having internal locus of control, creativity, 
propensity to take risk, perceived attitude toward entrepreneur, perceived social norm toward entrepreneur, 
intention to become entrepreneur, etc. (these are adjusted related to curriculum needs). 

b. SBM-ITB is better to monitor the characteristics of their students in the starting point in every semester and 
the assessment information must be well-documented, analyzed by expert team and disseminate to faculty 
members. 

c. SBM-ITB is better to use the assessment information as the basic guidelines for continuous improvement. 
d. SBM-ITB is better to provide a mix well-designed of financial and non-financial rewards for students and 

lecturers to encourage their motivation to learn or to teach. 
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Abstract  

The case of land and forest fires in the province is prone to forest fires in Sumatra and Kalimantan 
each year tend to increase. Based on data from the National Agency for Disaster Management 
(BNPB) on the fires in 2015, the number of hotspots in Sumatra and Kalimantan reached 944 
points and 222 points. Catastrophic losses smoke damage to the environment and the quality of 
public health. Smoke disasters cause loss of life and suffering from acute respiratory infections 
(ARI). 
 
This study aims to identify, map and formulate the role of stakeholders in case the problem of 
forest fires. Data collected through interviews and then analyzed by qualitative descriptive. These 
results indicate there are thirteen (13) actor role of stakeholders in case of forest fires in Indonesia 
starting from the claimants of land, farmers, local governments to the central government, 
employers, up to an advocacy group. In addition to the role of actor stakeholder analysis, obtained 
also description of the role and organization of disaster response fire from the national level to the 
village level or business unit. 
 
Keywords: Stakeholders, Forest Fire.  
----------------------------------------------------------------------------------------------------------------------

1.1. Introduction 

Land and forest fires is one of the serious problems that until now still not be addressed. 
Every year, forest fires and land issues tend to increase and difficult to control by the Government 
and the people in the fire zone. In the event of a fire in 2015 after the Government can not address 
land and forest fires were very large and long finally in early November 2015, the Government 
has requested assistance from other countries. In Compass October 8, 2015, Prof. Emil Salim 
stated "Disaster in Sumatra and Kalimantan is not only damaging to the environment, but it is a 
humanitarian disaster". Fire incident was caused by the increased activity of illegal logging, 
conversion of land for settlement, cultivation, large-scale plantations, plantation establishment is 
more prone to burning, as well as the climatic conditions favor the occurrence of forest fires and 
land, especially in the season of  low rainfall that long due to changes global climate. 

Based on data from http://sipongi.menlhk.go.id page of the Ministry of Environment and 
Forests, which is accessible on Wednesday (08/10), the burnt area in 2015 spread across 12 
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provinces. Land burned largest area in the province of Riau, reaching 2025.42 hectares (ha). The 
province with a land area burned is significantly more West Kalimantan (900.20 ha), Central 
Kalimantan (655.78 ha), Central Java (247.73 ha), West Java (231.85 ha), South Kalimantan 
(185.70 ha), North Sumatra (146 ha), South Sumatra (101.57) and Jambi (92.50 ha). Head of Data 
Information and Public Relations of National Disaster Management Agency (BNPB) Sutopo 
Purwo Nugroho report, the number of hotspots in Sumatra reached 944 points and 222 points in 
Kalimantan. Land and forest fires are estimated still ongoing (www.sains.kompas.com). 
Currently, as many as three provinces, namely Riau, Jambi, Central Kalimantan have imposed 
emergency response status after weeks of indicators of air pollution in the region beyond the 
dangerous stage. 

This study was conducted to analyze the stakeholders involved in the case of forest fires in 
the province prone to forest fires in Sumatra and Kalimantan. It will be a problem is when the 
parties - the interested parties have not been performing its role actively in tackling cases of forest 
fires related to the interests held by each - each party. By conducting a stakeholder analysis, is 
expected to identify the stakeholders involved and steps - steps that must be undertaken by each 
party in tackling cases of forest fires that occurred today and the future. 

In this study conducted a few steps down to make it easier to build good communication 
with the stakeholders, the stakeholder mapping, stakeholder analysis, and stakeholder 
communications. This research is expected to contribute in helping the response to cases of forest 
fires that occurred in provinces prone to forest fires in Sumatra and Kalimantan, particularly 
relating to the identification of stakeholders and their respective roles. 

 
1.2 Forest Fires 

Wildfires are a local and global issues. In global warming, Indonesia is projected to have 
higher temperatures and changes in rainfall patterns. Climate variability inter - annual associated 
with phenomena such as the El Niño Southern Oscillation can lead to a decrease in the intensity of 
the rain. (1) Indonesia has enacted a number of laws and established institutions to address forest 
fires, but this proved ineffective. (2) Under the scenario of climate change in the future and the 
current fire management practices, tropical rainforests in Indonesia could be more susceptible to 
fire.(3) The effectiveness can be improved by addressing the cause of the fire, which involve a 
variety of stakeholders in formulating and improving law enforcement (Herath et al., 2011). 

 
1.3 Stakeholders 

Freeman (1984) defines stakeholders as "any group or individual who can Affect or be 
affected by the achievement of an organization's objectives." That the stakeholder is any group or 
individual who can affect or be affected by the process of achieving goals of an organization. A 
stakeholder is a person, organization or group with an interest in a particular natural resource 
(Brown et al., 2001). Stakeholders include all parties involved in the management of resources. In 
the context of the company, Clarkson (1994) provides a definition of stakeholders, more 
specifically as a group or individuals who bear a kind of risk either because they have invested 
(material or human) in the company ('Stakeholders voluntary'), or because they face risks due to 
the activities of the company ('Stakeholders non-voluntary'). Stakeholders can also be defined as a 
person, group or institution with an interest and / or can influence the outcome of an activity 
(Salam and Noguchi, 2006; Kusumedi and Bisjoe, 2010). 

In Business Dictionary, defined stakeholder groups or organizations that have a direct or 
indirect interest in an organization because it can affect or be affected by the organization's 
actions, objectives, and policies. 

Based on the above definition can be concluded that the stakeholders are all parties 
concerned with the issues and problems that the focus of the study or attention. 
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1.4 Stakeholder Analysis 

A stakeholder analysis is the analysis of the influence of functions, roles and contributions of 
stakeholders to the phenomena or problems that occur. A stakeholder mapping and analysis tools 
(tools) that are vital for gaining an understanding of who the stakeholders involved in the 
communication. With that understanding will know their role and potential contribution. The role 
and contribution that is the basis of the success of public participation in communication. 
Stakeholder analysis becomes an important tool in identifying the perpetrators of communication. 
The perpetrators of this communication include people and organizations involved or affected by 
a plan. A clear understanding of the role and potential contribution of the various stakeholders is a 
major prerequisite for the participatory planning process. 

Based on PMBOK 5th Edition, the steps in conducting a stakeholder analysis are as follows: 
 

 
 

Figure 1. Steps Stakeholder Analysis (Source: PMBOK 5th Edition) 
 
 
1. Stakeholder Identification 

Identify all stakeholders and associated information such as roles, departments, interests, 
knowledge, hope, and the degree of influence. Identification of stakeholders includes two main 
steps that should be done, namely: (1) An understanding of the issues facing the company; (2) an 
understanding of the type, the type and characteristics of the stakeholders. Based on its relevance 
to a decision or an activity, Townsley (1998) distinguishes stakeholders into two primary 
stakeholders and secondary stakeholders. Primary stakeholders are those who have a direct 
interest in a resource, these stakeholders by Yang, et al., (2010) are called the key stakeholders 
(key stakeholders). Secondary Stakeholders are the parties who have an interest / indirect 
interests, or those who depend largely on the property or business generated by resources. 

 
2. Analysis of the impact or potential support to each stakeholder that can be developed and 

classified for strategy development. 
In a large stakeholder community, need to prioritize stakeholders to ensure an efficient effort 

to communicate and manage their expectations. In prioritizing stakeholder there are three 
attributes, namely power, legitimacy, and urgency (Mitchell et al., 1997). Urgency be used as 
consideration in this classification shows that stakeholders can move dynamically. This shows that 
new stakeholders can be taken into account at a time, but at other times they are not involved 
(Elias and Cavana, 2000). The three attributes of each can be combined and ultimately the 
combination will produce seven types of stakeholders. 
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Figure 2. Atribut Stakeholder (Source: Mitchell, 1997) 
 

Based on the image, stakeholders can be categorized as follows: 
a. Stakeholder latent. The stakeholders have only one of the three attributes. They have a 

low position. Latent Stakeholders are divided into three groups, namely stakeholder 
dormant (if only to have the attributes of power), stakeholder discretionary (if only to 
have the attributes of legitimacy), and stakeholders demanding (if only discount urgency 
attribute). 

b. Stakeholders expectant. Stakeholders are included in this category have a moderate 
position. Stakeholders of this type are divided into three groups, namely the dominant 
stakeholder (have the attributes of power and legitimacy), stakeholder dependent (have 
the attributes of legitimacy and urgency), and stakeholder dangerous (have the attributes 
of power and urgency). 

c. Stakeholders definitive. Stakeholders of this type have a top notch because it has three 
attributes, namely power, legitimacy, and urgency. 

Mapping of stakeholders will help managers how to involve the stakeholders in achieving 
the goals (Reed et al., 2009). Based on the influence (power) and interest (interest) held by any 
stakeholders, the stakeholders can be categorized into four types: (Reed et al., 2009; Thompson, 
2011; Gardner et al., 1986) : 

1. Stakeholders with interest rate (interest) is high but have an influence (power) is low are 
classified as subjects (Subjects). These stakeholders have low capacity to reach our 
objectives, but can be influenced by forming alliances with other stakeholders. These 
stakeholders can often be very helpful so that the relationship with stakeholdersini must 
be maintained properly.  

2. Stakeholders with interest rate (interest) and influence (power) is low are classified as 
Other Followers (Crowd). Required little consideration to involve stakeholdersini further 
because the interests and influence are usually changes over time. Stakeholdersini must 
remain monitored and is woven with good communication.  

3. Stakeholders with interest rate (interest) is low but has influence (power) higher 
classified as Support (Contest setters). Stakeholdersini can bring the risk that its presence 
should be monitored and managed properly. Stakeholdersini may turn out to be key 
players for an event. Good relations with these stakeholders continue to be fostered. For 
that all information required should be given so that they can continue to play an active 
role in achieving the goals. 
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1.5 Research Model 

The research method is a flow chart diagram in the form of research Ishikawa (Fishbone 
diagram). As part of the Fishbone diagram is input in the form of interviews and secondary data 
(articles and news) involved in the case of forest fires in the province prone to forest fires in 
Sumatra and Kalimantan. Output of stakeholder mapping. The object of research is the case of 
forest fires. Result indicators are the identification of stakeholders. 
 
1.6 Finding and Discussion 
 
1.6.1 Actors in land and forest fires 

According to Purnomo (2015) in the blended (2015) 28 on the field findings showed that 
the land and forest fires, both of which want to prevent, cope with or who want to earn profits and 
economic rents involve many actors in the scene in a state forest, concession companies and on 
community land. Some actors and roles related to land and forest fires can be found atTabel 1 

 
No Actor Description Role 
1 Land Claimant unscrupulous village heads, youth 

leaders, customary, and unscrupulous 
illegal loggers 

alone or jointly identify 
state lands (open access) 
ex-concession or 
concessions are yet 
operational; not delineated 
the land claimed; care of 
block letters as a sign of 
ownership 

2 Farmer Group 
Board 

land claimants, members of political 
parties and public figures 

collecting and organizing 
farmers and ordinary 
people to be registered as 
members of the group; 
administering land in 
cooperation with village 
officials and districts; and 
divide tasks 

3 Farner Group 
Member 

farmers, local communities, caretaker 
relatives of farmer groups 

jointly maintain the land 
claimed from a counter-
claim of the other party; 
involved in land clearing 
activities; get free land / 
cost 

4 Marketer Team 
Land 

members of farmers in charge of land 
market 

identifying and 
disseminating information 
to potential buyers of land 
potential land; negotiating 
land selling 

5 Village Government village head, village secretary, the 
head of affairs, RW / RT 

facilitate administrative 
procedures related letter of 
the land (certificate of land 
 or SKT certificate, 
certificate of indemnity or 
SKGR) 
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No Actor Description Role 
6 District Government 

(Kecamatan) 
head of sub-district, sub-district 
secretary, the head of affairs etc. 

facilitate administrative 
procedures related letter of 
the land (SKT, SKGR) 

7 District Government 
(Kabupaten) 

regent and ranks related manage land use districts 
 

8 Land Broker community leaders, youth leaders, 
political party members, village 
officials 

as a source of information 
for searchers and sellers of 
land; connects buyers and 
sellers of land; buy land at 
a low price and sell at high 
prices 

9 Small Scale Land 
Buyer (<25ha) 

the company's staff, relatives of 
members / management group of 
farmers, local traders, officials of 
political parties, government officials 

buying land for the 
cultivation of plantation 
crops, assets or inheritance 
for children / grandchildren 

10 Big Scale Land 
Buyer (>25ha) 

Great entrepreneurs, individual district 
/ provincial officials, merchants 
intercity / region, company managers 

buying land for the 
cultivation of plantation 
crops, property assets or 
inheritance for children / 
grandchildren 

11 Small scale owner 
palm oil 

the company's staff, relatives of 
members / management group of 
farmers, local traders, officials of 
political parties, government officials 

cultivate oil palm 
cultivation on land (claims) 
with an area of less than 25 
ha 

12 Big scale owner 
palm oil 

Great entrepreneurs, individual district 
/provincial officials, merchants 
intercity / region, company managers 

cultivate oil palm 
cultivation on land (claims) 
with an area of over than 
25 ha 

13 Advocacy 
organizations 
 

Local NGOs, national, university, 
media 

provide information and 
awareness to the 
community about issues 
related to social, 
environmental, etc.; 
encourage the parties to 
seek a solution of the 
issues raised 

Source : (Purnomo, dkk., 2015) 

Tabel 1. Actor Role Interests Related Fires 

Other findings of the burning of forests and land by the company, according to Anton 
(Executive Director of WALHI West Kalimantan), not only land clearing land preparation but 
also an insurance claim. In some companies, there is a link with the land fire insurance purposes. 
Land and forest fires so there are deliberate. When the garden was opened in a matter of 
economics, unproductive, then burned in order to get insurance, money opening new gardens in 
other regions. 
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1.6.2 Fire Chain and Interest of Actor 
The cause of the fires because of several factors, among others, the investor who wants to 

open a palm oil plantation in the forest area and because the economic conditions are still many 
Indonesian people are at a low level, especially those living in areas of forest edge and interior. 
The chain is starting forest fires from land claims, slash and cleaning, combustion, and planting 
palm or acacia. Land claims covering a variety of processes as follows: people scramble to claim 
the land and sell it; cooperation, land clearing for plantations by the cooperative; new settlements; 
overlapping claimsby indigenous peoples and land mafia. The actor claims mover among other 
elements village heads, youth leaders, former concession workers and unscrupulous public 
figures. Once claimed, the land is generally sold to raise cash. Land sold to support supporting 
documents of ownership issued by the village government to convince prospective buyers about 
the validity of land. The village government in this phase of the land claim issues a letter block 
and SKT and SKGR on land selling phase. 

1.6.3 Organizations in the Land and Forest Fire Management 
On a national scale handling of land and forest fires within the responsibility of the Ministry 

of Welfare, which is tasked to coordinate the cooperation between the various relevant agencies. 

 

Figure 3. Organizational Chart of Forest and Land Fire Fighting 

Nevertheless, it needs to be stressed here, that basically the responsibility for the use of fire and 
(the event) forest fires and / or land caused is the responsibility of every land manager. In the 
handling of forest fires and land the role of community organizations becomes very important 
because people as actors who were at the site level (location). Through an existing community 
organizations can develop early warning systems as part of the fire control and prevention of land 
on the stage. Terminology commonly known in disaster management, said that the early warning 
system is a series of the capacity required to produce and disseminate warning information that is 
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meaningful in time to enable individuals, communities and organizations threatened danger to 
prepare and take the appropriate action, and in sufficient time to reduce the possibility of damage 
or loss (UNISDR, 2009). 

The early warning system consists of a series of things: understanding and mapping the 
hazard; monitor and predict the events that will soon take place; process and disseminate warnings 
to the authorities and to the public; and take the appropriate actions and timely to the warning. 
Community-based early warning systems (Community Early Warning System) is an operational 
structure that allows residents to take steps to minimize the impact of natural disasters. 

 
1.6.4 Strategy Land and Forest Fire Prevention Sumatra and Kalimantan 
The government has made various efforts to extinguish the fire. BNPB only four steps, namely: 

1. Extinction of the air with artificial rain and water bombing. 
2. Outages on the ground by a joint team BPBDs, Mangala Agni, military, police, MPA, 

and society. 
3. Law enforcement operations by the police and investigators 
4. Health care and socializing. 

 
People who are always in the location should be able to prevent the burning of land and 

forests in order not to be a disaster. Community participation to prevent disasters and forest fires 
can be started from the village level. 

 
1.7 Discussion 
 

Combustion in this sense is defined as an intentional act of burning is done by the community 
in managing land for agriculture / farming them. While the fire is defined as a process of 
combustion, which spreads freely, not depressed, which consume fuel such as litter, grass, humus, 
the branches of dead wood, poles, weeds, shrubs, foliage and trees fresh (Dharmawan, 2003). 

In addition, the industrial timber estates and plantations that utilize community clandestinely 
clearing land by burning, so that the cost of land clearing can be suppressed, also has sparked fires 
and gardens. On the abovebasically farming communities / cultivators, businessman industrial 
timber plantations and large farms increase the risk of forest fire and the resulting adverse effects 
including smoke disaster. 

Data Meteorology, Climatology and Geophysics (BMKG) showed there were 39 hotspots in 
Sumatra. www.bbc.com (March 13, 2016 edition). Head of the Meteorology, Climatology and 
Geophysics (BMKG) Meteorological Station Syamsudin Noor Banjarmasin Ibn Sulistyono points 
out, the number of hotspots detected in South Kalimantan Satellite Terra / Aqua from January to 
March 10, 2016 as many as 74 points. www.kompas.com (edition of 11 March 2016). 

As reported by the (www.sawitindonesia.com, Qayyum Amri) Joko Widodo said there were 
three steps taken to control the use of peat. First, the government made a policy one policy map 
that will run at the Coordinating Ministry for Economic Affairs and Bappenas. The policies of this 
map were put together following the government in March 2015.Dengan goal to integrate data 
distribution of land use permits that had been in the ministry until the government dare. Langkah 
second, there is no longer granting new licenses in the peat. Third, Jokowi will ask the Review 
permits long. 

In addition to policies issued by Joko Widodo, the Government considered necessary to 
prepare mitigation of forest fire by setting up a sort of Team Rapid Response (TRC). "TRC is 
tasked to conduct inspections on a regular basis and make prevention the first such forest fires or 
land in a spot, "said analyst paradigm Environmental Research Institute Sunaryo HR Prasad in a 
written statement in Jakarta, Friday (09/10/2015). Therefore, the TRC should be given greater 
authority to utilize local government resources. Therefore, in TRC is necessary to have liaison 
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officers who have direct access to theAccess to the regents or governors. (Lestarini, October 9, 
2015). 

There are impacts of peat fires, namely socioeconomic impact, environmental impact and 
health impact, that any such impact directly felt by the community. 
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Dysfunctional auditor behavior consists of (1) audit quality reduction behavior (AQRB); behaviors that 
can reduce the quality of the audit because the decrease in the detection of the application of accounting standards 
and supervision document (Otley and Pierce, 1996; Braun, 2000), (2) Under reporting of time (URT); auditor 
completed its work on time, without reporting the actual time including any overtime) and (3) Premature sign off 
(PSO); reduction of audit procedures (Coram et al., 2003). The issues of time budget pressure and dysfunctional 
behavior related to the auditor to the utilization of information technology. The development of information 
technology can have an impact on the delivery of accounting information in real time and accurately, so as to 
improve the quality of decision-making (Rezaee et al., 2001). 

 The research on time budget pressure, dysfunctional behavior of auditors and audit quality has been done 
before, but it has not been associated with the understanding of information technology. Therefore, the motivation 
of this study is to examine whether the understanding of information technology is a factor that moderate the 
relationship of time budget pressure and dysfunctional behavior and the impact on audit quality. This research was 
conducted at the public accountant firm (PAF) in Java which registered in the Financial Services Authority, 
because PAF in the island of Java dominates 95% of public company audit in Indonesia (IAI KAP, 2013). 

 
2. Literature Review 

Time budget pressure are demanding to the auditor to perform time, efficiency, as well as the allocation of 
audit predetermined time (Margheim, Kelley and Pattison, 2005). Time budget pressure can occur when the budget 
amount less than the total time available and auditor responds to this by utilizing their personal time without 
reporting the actual amount of time used to complete the task of the audit (Magheim and Kelley et.al, 2005). Time 
budget pressure likely to cause the failure of auditors to conduct an audit in accordance with the Standards of 
Professional Public Accountants, as auditors reduce detection application of accounting standards and supervision 
document (Raghunatan, 1991; Pierce and Sweeney, 2004). Reduction of detection of standard implementation and 
supervision reduction of documents is dysfunctional behavior auditor that reduce audit quality. 
H1: Time Budget Pressure affects Audit Quality Reduction Behavior 
 
 Time budget pressure can occur when the budget amount less than the total time available and auditor 
responds to this by utilizing their personal time without reporting the actual amount of time used to complete the 
task of the audit (Margheim and Kelley et.al, 2005). Auditors perform under reporting of time with the aim of 
minimizing the excessive budget. Under-reporting of time will carry over to the next period (Flaming, 1981 in 
McNamaran and Liyanarachchi, 2008), means that due to under-reporting of time does not make PAF evaluate and 
revise the budget time in planning the audit, so the time budget raises the pressure for auditors to remain on under-
reporting of time (Coram et al., 2003). 
H2: Time Budget Pressure affects the underreporting of time 
 

The audit procedures are detailed instructions for collecting the type of audit evidence to be obtained at 
some time during the audit (Aren et.al, 2012; 158). Auditor belief that adheres to budget time with regards to 
performance assessment and the auditor's willingness to work is deemed good, fast and competent. This will force 
the auditor to work in accordance with the time budget, although it must do dysfunctional behavior through 
premature termination of the audit steps in the audit program (Sujana and Suwarjono, 2006), which reduces the 
number of jobs in the audit step. Due to time budget pressure, 60% auditor premature sign off (Otley and Pierce, 
1996; Coram et al., 2003 and Weningtyas et al., 2006). 
H3: Time Pressure affects Premature budget sign off 

 
The understanding comes from the word understood, that understands and knows about something, while 

the meaning of "technology" is a scientific method to achieve practical purposes, which may include the means 
necessary to make human survival (Porwadarminta, 1991: 740). Information technology consists of software, 
hardware and network computing (Turban et. Al; 2005: 48). Information technology consists of software, hardware 
and network computing (Turban et. Al; 2005: 48). Information technology can assist in development of accounting 
information timely and accurate (Rezaee and Sharbatoghlie, 2001 and Bierstaker et al., 2001). Information 
technology in this study may be the information technology used in the company being audited and software used 
to audit, such as Microsoft Office, Pro audit and audit command language (ACL). Thus the understanding of 
information technology is the ability of auditors to understand the information technology used by the company 
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clients and the ability to operate Microsoft office and software audit (Porwadarminta, Turban et. Al; 2005, 48 and 
Aidi and Kent, 2013) in order to obtain work relatively fast and accurate. Research on the understanding is the 
understanding of information systems and not information technology (Prasita and Adi, 2007). An understanding 
of information systems as a moderating relationship complexity of the audit and audit quality.  

The complexity of the audit related to the perception of the difficulties auditing (Restuningdiah and 
Indriantoro, 2000). Despite the complexity of the audit is not the same as the time budget pressure, however, the 
difficulty in completing the audit assignment can occur due to time budget pressure. It can be concluded also that if 
the auditor mastering or understanding of information technology, it is capable of understanding the relationship 
weakened the time budget pressure with dysfunctional behavior. The auditor's understanding of information 
technology would help to complete the work in accordance with the time that has been planned, so as to minimize 
the pressure within budget and minimize time dysfunctional behaviour. 
H4: An understanding of information technology as moderating the relationship time budget pressure with 
dysfunctional behavior 
 

Time budget pressure is the pressure arising due to lack of resources (time) is given to carry out the task. 
Audit realistic time, not too long or too fast (Ahituv and Iqbal, 1998, in Prasita and Adi, 2007). Declining quality 
of the audit due to their time budget pressure (McDaniel, 1990). 
H5: Time budget pressure affects the quality of audit 
 

Dysfunctional behavior is a behavior that occurs due to time budget pressures, the behavior consists of 
audit quality reduction behavior, premature sign off and under reporting of time. Margheim research results and 
Kelley (1992) showed that 54% of staff never done dysfunctional behaviors that degrade the quality of the audit. 
Other research shows that 60% auditor premature sign off that reduce audit quality (Otley and Pierce, 1996). 
Similarly, the research Coram et al., (2003) showed that 68% sometimes take measures that reduce the quality of 
the audit. 
H6: Dysfunctional Behavior simultaneously and partial impact on audit quality. 
 
3. Data and Method  

The research variables consist of : (a) time budget pressure, (b) dysfunctional auditor behavior include 
quality audit reduction, premature sign off, under reporting of time,  and (c) understanding of  information 
technology (AIT). The whole ordinal scale research data with convenience sampling obtained 20 respondents who 
filled out a questionnaire as a research instrument. This study used previous research questionnaire; for time 
budget pressure and dysfunctional behavior variables by Silaban's questionnaire (2009), likewise for a quality audit 
questionnaire by Weningtyas et. al (2006) which has been modified. Meanwhile, for the variable understanding of 
information technology developed by the researchers themselves. This study analyzed by statistical analysis 
consisting of (1) test the quality of the data, descriptive statistical analysis using continuum line, (2) regression 
analysis with the moderator and mediator variables can be explained as follows: 
Result and Dis , , …………………………………….(1) 

∗ ………………………………....(2) 
			 ………………………………....(3) 
			 …………….(4) 

PDA = Dysfunctional Auditor Behaviour (DAB) 
TBP = Time budget pressure                                    β0    = Konstanta 
QAR= Quality Audit Reduction                               βi    = Koefisien regresi i=1,2 
URT= Under Reporting of Time 
PSO =Premature Sign off                    
PTI  = Understanding of Information Technology (UIT) 
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4. Discussion  
The number of samples in this study are 169 auditors, but the response rate of respondents were 20 respondents, 

or 11.8%. Nevertheless, the findings of this study worth analyzing, because it meets the criteria of convenience 
sampling responses to the questionnaire respondents have tested the quality of the data. The results of the test 
statistic contained in Table 1, indicate that the standardized residuals normality testing using a One-Sample 
Kolmogorov-Smirnov Test with a significance level of 0818 more than α = 5%, means the normal distribution of 
data. 

Table.1: One-Sample Kolmogorov-Smirnov Test

 Standardized 
Residual

N 20
Normal Parametersa,b Mean .0000000

Std. Deviation .97332853
Most Extreme Differences Absolute .142

Positive .068
Negative -.142

Kolmogorov-Smirnov Z .633
Asymp. Sig. (2-tailed) .818
a. Test distribution is Normal. 
b. Calculated from data. 

The assessment of the elements effect of the elements TPB dysfunctional auditor behavior was done 
partially, because the independent variable only one. The assessment of the effect of TPB to the elements of 
dysfunctional auditor behavior (DAB) was done partially as follows: 

Table.2: Coefficientsa 
Model 

Unstandardized Coefficients 
Standardized 
Coefficients 

t Sig. B Std. Error Beta 
1 (Constant) .271 .748  .362 .722 

TBP .540 .217 .506 2.490 .023 
a. Dependent Variable: AQR 

The analysis result showed that TBP affect AQR 0.540 with a significance level of less than α = 5%, means 
that TPB effect on AQRB. TPB lead dysfunctional auditor behavior by reducing the detection of application of 
accounting standards and supervision document (Raghunatan, 1991; Pierce and Sweeney, 2004). The results are 
consistent with research Raghunatan (1991); Pierce and Sweeney (2004). 

 
Table.3: Coefficientsa 

Model 
Unstandardized Coefficients 

Standardized 
Coefficients 

t Sig. B Std. Error Beta 
1 (Constant) 1.163 .568  2.048 .061 

TBP .571 .164 .694 3.472 .004 
a. Dependent Variable: URT 

 
Table.3, show that TPB affect the URT with regression coefficients 0.571 and the significance level 0.004 less 

than α = 5%. Thus, it can be said that the TBP can cause dysfunctional auditor behavior (DAB), by using personal 
time to work (overtime), but was not reported, so that the impression that the time budget does not suppress the 
auditors, so that the firm did not need to conduct an evaluation of the planning audit time for the future. The study 
result is consistent with the results of research Flaming (1981) in McNamaran and Liyanarachchi (2008) and 
Coram et al., (2003). 

 
Table.4: Coefficientsa 

Model Unstandardized Coefficients Standardized Coefficients
t Sig.B Std. Error Beta 

1 (Constant) .686 .405  1.693 .113
TBP .399 .122 .659 3.282 .005
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Table.4: Coefficientsa 
Model Unstandardized Coefficients Standardized Coefficients

t Sig.B Std. Error Beta 
1 (Constant) .686 .405  1.693 .113

TBP .399 .122 .659 3.282 .005
a. Dependent Variable: PSO 

 
Table.4, show that TPB affect the PSO with regression coefficients 0.399 and the significance level 0.005 

less than α = 5%. It's mean that TBP affect PSO. TBP resulted perform a dysfunctional auditor behavior by 
reducing the number of jobs in audit procedure. The results are consistent with the opinion of Otley and Pierce 
(1996), Coram et al., 2003, and Weningtyas., et., al (2006). 

Table.5: Coefficientsa 
Model Unstandardized Coefficients Standardized Coefficients

t Sig.B Std. Error Beta 
1 (Constant) .310 .292  1.059 .309

TPB .956 .143 1.344 6.707 .000
InteraksiTPBPTI -.100 .028 -.706 -3.524 .004

a. Dependent Variable: PDA 
 
The regression analysis with a pure approach moderator (Ghozali, 2011), at first not significant, since there are 

4 of data outliers, but after removing outliers from the data, the results are significant. The results of regression 
analysis with a moderating variable showed the regression coefficient of variable interaction of TBP-TPI= -0.100 
and  the significance level  = 0.004 less than α = 5%, thus it can be said that the TPI is moderating relationship 
TBP with DAB. In other words that the UIT can minimize the DBA as a result of TBP. 

 
Table.6: Coefficientsa 

Model 
Unstandardized Coefficients 

Standardized 
Coefficients 

t Sig. B Std. Error Beta 
1 (Constant) 3.546 .728  4.873 .000 

TBP .137 .211 .152 .652 .523 
a. Dependent Variable: KA 

 Tabel.6. shows that the regression coefficient= 0.137 with a level of significant=  0.523 above α = 5%. 
Thus it can be said that TBP does not affect the quality of the audit. The argument can be delivered, that TBP does 
not directly affect the quality of the audit. 

Based on Table.7 that show the dysfunctional auditor behaviour (DAB) affects audit quality (AQ), with 
regression coefficient (β) = - 0392 and a significance level= 0.04 of less than α = 5%. 

 
Table.7: Coefficientsa 

Model Unstandardized Coefficients Standardized Coefficients
t Sig.

Collinearity Statistics 
B Std. Error Beta Tolerance VIF 

1 (Constant) 4.420 .303  14.571 .000   
AQR -.392 .114 -.831 -3.431 .004 .665 1.503 
URT .099 .094 .229 1.064 .307 .844 1.184 
PSO .075 .093 .182 .804 .436 .763 1.311 

a. Dependent Variable: KA 
The results of this study are consistent with the opinion of Raghunatan (1991) and Pierce and Sweeney 

(2004), namely that the TBP potentially cause failure of auditors to conduct an audit in accordance with the Public 
Accountants Professional Standards, as a result of reducing the detection auditors application of accounting 
standards and reducing supervision to the document. While the URT and PSO has no effect on audit quality. 

 
5. Conclusion  
 The result showed that the time budget pressure (TBP) effect all components of the DAB. An understanding 
of information technology is moderating relationship TBP with DAB, because understanding IT will help the audit 
process more accurately and timeline, so that TBP does not cause DAB for auditors. TBP does not affect the AQ. 
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Meanwhile, The element of DAB that affects AQ, only AQR. 
 Although this research has novelty, however, there is limited research on the amount of sample that is 
inadequate due to the low response rate of respondents 
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