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FOREWORD

The world is changing. Now, more than ever, Innovation is critical for our economic
development. It allows businesses to create new products and services, which can lead to
increased productivity and improved living standards. However, innovation does not happen
by itself. It requires a strategic approach that takes into account the needs of businesses, the
capabilities of the workforce, and the tools which can help us propel forward.

The Economic and Business Faculty of Institut Teknologi dan Bisnis Asia Malang created the
international conference with the specific aim to share ideas and create discussion about how
digital technologies can be used to create value in the current national and global economies.
We want to invite everyone to participatein the discussion, together with ECOSIA 2022: Digital
Business by Strategic Innovation for Economic Development.

We hope that through this conference we can push new ideas and start ideas to create new
innovations. More than that, We want to promote institutions, businesses, and the

community to create actions and initiatives that are based on research and data.

| personally want to thank the committee, co-hosts, researchers, and all participants for being
a part of this conference. | hope that this event will bring new insights, create a better
understanding of how to leverage new technologies, and create innovative actions that can

contribute to the development of our economies.

Best Regards,

Risa Santoso, B.A., M.Ed.
Rector
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PREFACE
Good morning. Assalamualaikum wr.wb.
Peace be upon us all

Alhamdulillah, we pray to God Almighty for an abundance of blessings, we can meetin avirtual
Conference organized by the Faculty of Economics and Business, Institut Teknologi dan Bisnis
Asia Malang with ECOSIA INTERNATIONAL CONFERENCE - Digital Business by Strategic

Innovation for Economic Development.

In this forum we will discuss in; Financial Accounting, Sharia Accounting, Accounting
Information Systems, Financial Management, Digital Marketing, Human Resource
Management, Digital Business, Tourism and Hospitality, and Economic and Business. The
Conference presenting: Dr. Kamaruddin Bin Othman (UTM, Kedaah Malaysia), Nico Irawan,
Ph. D (University of Technology Krungthep, Thailand), Dr. Arjhel V. Domingo (College of
Management and Business Technology, Philippine) as Keynote Speakers.

Welcome all conference participants and authors to today's forum, together we will give a
positive contribution and impact to the community through this research forum. | hope that
this scientific sharing canbe sustainable. | would also like to express my gratitude to the parties
involved in the ECOSIA 2022 conference, the Rector of Institut Teknologi dan Bisnis Asia
Malang, the Co-Hosts, the committee, and the entire organizing committee. Insyaallah, the

event can be held smoothly and successfully.

Murtianingsih, SE, MM
Dean Faculty of Economics and Business
ASIA Malang Institute of Technology and Business
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SCHEDULE
No. Time Activities PIC
1. | 07.30-08.30 |Registration by Participants Host from
2. | 08.30-09.15 (Indonesia National anthem Institut _
Teknologi
Thailand National anthem dan Bisnis
Malaysia National anthem Asia
Philippine National anthem
Performance of Indonesia traditional dance Ms. Sindy and
Ms. Alya
Opening Remarks from the Chairman of Committee| Aditya
Hermawan,
S.E.,
M.S.Ak
Opening Remarks from Rektor Institut Teknologi Risa Santoso,
dan Bisnis Asia Malang B.A., M.Ed
3. [09.15-10.00 |Presentation from Dr. Nico Irawan, SS, M.Pd Moderator:
4. | 10.00 - 10.45 |Presentation form Arjhel Valenton Domingo, Ph.D :;rrc?mmus
i
5. 110.45-11.30 |Presentation from Kamarudin Bin Othman, Ph.D Kurniawan,
S.E., M.M
6. [11.30-12.30 [Commercial Break Host from
7. [12.30—13.00 |Author join into Breakout Room nstitut
Teknologi dan
Bisnis Asia
8. | 13.00 - 15.30 [Presentation by author Moderator
Breakout Room
9. | 15.30-15.50 [Announcement to Best Paper & Best Presenter Host from
10. | 15.50-16.00 |Closing Institut
Teknologi
dan Bisnis
Asia
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AUTHOR INSTITUTION PAPERTITLE ROOM
Adi Putra, Deka Universitas THE USE OF SOCIAL MEDIA FOR
Veronica, Yorina . ROOM
Yorina A'guna Bansa, Muhamma!dlyah BUSINESS PERFORMANCE 1
.. . Jambi THROUGH DIGITAL CREATIVITY
Asrini Asrini
Institut Teknologi PENGARUH KEPUASAN, MOTIVASI
Aditya Bayu Wardana dan Bisnis Asia DAN ETOS KERJA TERHADAP ROOM
Malang KINERJA PEGAWAI PMI KOTA 1
MALANG
DEVELOPING MARKETING
Universitas INNOVATION PEATLAND AREA ROOM
Agesha Marsyaf Muhammadiyah THROUGH PINEAPPLE LOCAL 5
Jambi FARMERS IN TANGKIT BARU
VILLAGE
LIJ\lr:Ji(\a/\é?sliEti/Ujf ASSESSMENT OF RESTAURANTS' |
Alma Pia Reyes Science and SUSTAINABILITY STRATEGIES 3
AMIDST COVID-19 PANDEMIC
Technology
THE EFFECT OF FINANCIAL
. . . . PERFORMANCE ON FIRM VALUE
PA‘Ir:nlr‘a .An'.la.mde;]a P(en. Unlver5||tas I;/Iultl WITH GOOD CORPORATE ROOM
rihatini, Siti Khairani | Data Palembang GOVERNANCE AS MODERATED 5
VARIABLE
GOOD CORPORATE GOVERNANCE,
Amelia Novi Institut Teknologi COMPANY SIZE, AND
”S‘;:bif:ta n;:;uéis:‘isrfsgg' PROFITABILITY ON CORPORATE | ROOM
Mulyaningtyas Malang SOCIAL RESPONSIBILITY 2
DISCLOSURE: EVIDENCE FROM
INDONESIAN BANKING
o ' Institut Teknologi EFFECT OF LEADERSHIP, REWARDS,
Anggia I.:Itrl, Hari dan Bisnis Asia AND PUNISHMENT ON EMPLOYEE | ROOM
Kurniawan Malang PERFORMANCE AT MITRA10 4
KEBONSARI MALANG
. Nu.eva I?cua SELECTED RESTAURANTS IN GAPAN
Anna MLaerf:”ta De L;:i';’f]gt;’nzf CITY, NUEVA ECIJA, PHILIPPINES RO?M
AND COVID-19: AN ASSESSMENT
Technology
EFFECT OF CULTURE IN
. . . COMPREHENSIVE MANAGEMENT
Anton Arisman Universitas Multi |5\ re 01 sysTEMs anp goop | ROOM
Data Palembang 1

CORPORATE GOVERNANCE IN
INDONESIA
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THE INFLUENCE OF LEARNING
MOTIVATION, LEARNING STYLE
Institut Teknologi AND LEARNING ENVIRONMENT ON
Arbianus Rivaldi dan Bisnis Asia THE LEARNING ACHIEVEMENT OF - ROOM
Malang CLASS Xl HIGH SCHOOL STUDENTS 4
PLUS COLOL COFFEE, EAST
MANGGARAI, EAST NUSA
TENGGARA
THE INFLUENCE OF FINANCIAL
RATIO ON INVESTMENT DECISION
Universitas MAKING IN MANUFACTURING ROOM
Asrini Muhammadiyah COMPANIES IN THE CONSUMER 5
Jambi GOODS INDUSTRY SECTOR LISTED
ON THE IDX FOR THE 2015 - 2018
PERIOD
THE EFFECT OF MOTIVATION,
HUMAN RESOURCES
INFORMATION SYSTEMS, AND JOB
Institut Teknologi SATISFACTION ON EMPLOYEE ROOM
Augy Kurnia dan Bisnis Asia PERFORMANCE, ORGANIZATIONAL 4
Malang COMMITMENT AS INTERVENING
VARIABLES, IN TRAINING
INSTITUTIONS BUSINESS WISDOM
INSTITUTE SURABAYA
POLITEKNIK DIGITAL ENTREPRENEURSHIP
Azizee Aziz TUANKU SYED ADOPTION AMONG THE SMALL ROOM
SIRAJUDDIN AND MEDIUM-SIZED ENTERPRISES 2
IN MALAYSIA.
. . CONSTRAINTS OF E-COMMERCE
Deby Aisvah Ri N \ Uhn'vers't;.s .| IMPLEMENTATION IN THE MIDDLE | ROOM
eby Alsyah RJUF u i:‘r:]; 'va OF THE COVID-19 PANDEMIC IN 1
INDONESIA
Dewinta Yuliana, lke | Institut Teknologi IMPROVING EMPLOYEE
Kudsyah R, dan Bisnis Asia PERFORMANCE THROUGH ROOM
Eathorrahman Malang MOTIVATION, DISCIPLINE AND 4
WORKENVIRONMENT
ANALYSIS OF THE APPLICATION OF
Psdku Aru ACCOUNTING INFORMATION ROOM
Ester Melania Universitas SYSTEMS FOR EXPEDITIONARY 3
Pattimura SERVICES AT MULTIINTIM
EXPRESSINDO INC.
. . INVESTMENT IN THE PERSPECTIVE
o radilla M:hr;';er::;ii n OF REGIONAL FINANCIAL ROOM
Jambi PERFORMANCE OF CITY REGENCY 3
IN JAMBI PROVINCE
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Institut Teknologi

MEDIA DISCLOSURE AND
FINANCIAL PERFORMANCE IN

F'ryaJL:'t?tr;'ys:rih'fa' dan Bisnis Asia CORPORATE SOCIAL RO3O M
Malang RESPONSIBILITY: EVIDENCE FROM
INDONESIAN MINING
PARTNER SATISFACTION ANALYSIS
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STATION
THE INFLUENCE OF PRODUCT
nstitut Teknologi | QUALITY AND BRAND IMAGE ON
lik Iklima Emilia Putri dan Bisnis Asia THE PURCHASING DECISION OF ROOM
Malang DIOR COSMETICS IN MALANG CITY 4
THROUGH BRAND TRUST AS AN
INTERVENING VARIABLE
DOLITEKNIK DO REVISIT MATTERS? A REVIEW
ntan Shafina TUANKU SYED ON TOURISM DESTINATION ROOM
SIRAJUDDIN PERSPECTIVE AND TOURIST 1
SATISFACTION
- nstitut Teknologi | . \WHAT ROLE DOES EMOTIONAL
Irna Yulianti, Ahmad | " E S50 P81 | BURNOUT PLAY IN THE PROGRESS | ROOM
Nizar Yogatama Malang OF WORKING STUDENTS' 1
PROFESSIONAL FUTURES?
L':'r‘]‘is‘éfsft?sf HOSPITALITY AND TOURISM ROOM
Khirz Fernandez Science and MSME’S DURING COVID-19 1
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Technology
THE EFFECT OF RETURN ON
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. N Institut Teknologi | SIZE AND OPERATING CASH FLOW
Kiki Nl\‘/\rlzarzr;'r';’ Ditya |~ yan Bisnis Asia | ON STOCK RETURNS IN FOOD AND ROfM
Malang BEVERAGE COMPANIES LISTED ON
THE INDONESIA STOCK EXCHANGE
(IDX)
. . DISCLOSURE OF ISLAMIC
Kurnia Kusuma Putri, '”;t't”;.Te.krfl.og' CORPORATE SOCIAL ROOM
Fadilla Cahyaningtyas a”M;r;'sg > RESPONSIBILITY IN SHARIA 4
BANKING
S;i‘éisft?jf EFFECTIVENESS OF INSTRUCTOR |
Lady Anne Murillo ceionce o TRAINING AND DEVELOPMENT AT .
ARTILLERY TRAINING SCHOOL,
Technology
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ABSTRACT

Any company can experience financial distress, especially if the country is experiencing an
economic crisis, so management must monitor the company's financial situation. Financial
distress is defined as a sustained decline in a company's financial performance over a specific
time period. Financial distress will lead to bankruptcy if the source is not addressed
immediately. The purpose of this research is to determine the impact of various financial ratios
on financial distress in property and real estate companies. Purposive sampling was used to
select the research sample. As a data analysis technique, multiple regression analysis is used
in this study. The findings revealed that the liquidity, profitability, and activity ratios all have
an effect on financial distress, but the leverage ratio has no effect. Simultaneously, all financial

ratios have an effect on financial distress.
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Introduction

Every company is founded with the hope of generating large profits so that it can develop in
the long run and avoid financial difficulties or even bankruptcy. However, not all businesses
can withstand the ever-changing economic conditions. Because of this, not all expectations
are met. Many companies that have been in operation for a long time are forced to liquidate
or disband because they are experiencing financial distress or financial difficulties that will
lead to bankruptcy. Currently, competition among companies is increasing, which results in
higher costs to be borne and incurred by the company. When a company is unable to compete,
it will face financial difficulties because the profit earned by the company is insufficient to
cover the costs that must be borne by the company. If the company's operating profit
continues to suffer losses, the company will face financial difficulties, and if no improvements
are made, the company may face bankruptcy.

Financial distress is a decline in the financial condition of a company prior to liquidation or
bankruptcy (Platt & Platt, 2002). Financial distress occurs as a result of the company's inability
to maintain stability and manage its financial performance, resulting in operational losses.
Financial distress can occur due to a variety of factors, including cash flow issues caused by
profits earned by the company from operational activities that are insufficient to meet all of
the company's obligations. Another factor contributing to the company's financial distress is
the amount of debt it carries. The company's low income forces it to borrow in order to cover
the company's operating costs shortage, but the company's income is not proportional to the

debt it carries. Over time, operational losses will push the company to the brink of bankruptcy.

In theory, Figure 1 depicts the process of a company's financial distress as it progresses from
healthy to unhealthy. The process of financial distress begins with a decrease in income of
more than 20%, which is referred to as “early impairments” in the figure below. Even though
its income has decreased, the company is still able to pay its debts at this point. When the
company's operating cash flow is negative, it enters this stage. It indicates that the company
will be unable to meet its future obligations. During the failure process, the company struggles
to return the given capital at a consistently lower rate of return than the rate of return on
similar investments. Then it goes into the default cycle. If the company continues to fail to pay
its obligations or interest, it will file for bankruptcy. Following the default process, the
company will enter the insolvency stage, where the company's performance is already
negative due to alack of liquidity, causing the entity to be unable to meet its debts. Bankruptcy
is the final stage of financial distress and occurs when the total liability payable exceeds the

asset's fair value.
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Figure 1. Integral Process of Financial Distress
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Financial distress data can be used as an early warning sign of impending bankruptcy, allowing
management to take immediate action to prevent problems before they arise. The continuous
decline in the company's financial performance over a certain period of time will endanger the
business's sustainability, resulting in the delisting of its shares from the stock exchange.
According to Rule Number I-I concerning the Elimination of the Listing (Delisting) and Relisting
Shares regulated in the Decree of the Board of Directors of PT. Jakarta Stock Exchange
Number: Kep-308/BEJ/07-2004, the IDX may write off the securities of a listed company if it
experiences conditions, or events, which significantly negatively affect the business continuity
of the listed company, either financially or legally, or on the sustainability of its status. The
listed company cannot show adequate indications of recovery. Between 2017 and 2020, 24
companies were delisted from the IDX, with real estate and property companies accounting
for 20.83 percent of them (Cekdollarmu, 2021). This phenomenon makes it very interesting to
investigate why many property and real estate companies are delisting between 2017 and
2020. Based on these conditions, potential investors can conduct an analysis to determine
financial distress in a company from the start. Potential investors can use this analysis to help
them make investment decisions in a company.

Financial ratios are a tool for measuring financial distress that can be calculated using data
from a company's financial statements. The financial ratio analysis of the company can show
the company's financial status during a specific period that reflects the company's
performance. Financial ratio analysis is future-oriented, which means that it can be used to
assess financial performance and future business results (Munawir, 2016). Financial ratios can
be used to forecast the occurrence of financial distress and bankruptcy. Liquidity ratios,
profitability ratios, solvency ratios (leverage), and activity ratios are examples of financial
ratios.

A company's liquidity is a critical factor that must be considered when making decisions,
because liquidity is related to the company's ability to meet its financial obligations. Liquidity
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ratio is a ratio used to assess a company's ability to meet obligations that must be met
immediately (Kodrat & Herdinata, 2009). Liquidity is also used to assess a company's financial
performance in meeting short-term obligations such as salaries, operating costs, short-term
debt, raw materials, and other items that must be paid immediately (Mustahgfiroh &
Lisiantara, 2021). If the company only relies on debt for funding, it will incur even more
liabilities in the future and be vulnerable to financial difficulties. The greater the company's
liquidity, the better and safer it will be. The current ratio can be used to assess a company's
liquidity. The current ratiois a ratio used to assess a company's ability to meet all of its short-

term obligations.

Another financial ratio to consider is the leverage ratio. Leverage ratiois a ratio that measures
how much of a company's assets are financed by debt. Companies that have more debt than
capital are said to have a high level of leverage. Furthermore, leverage can demonstrate the
company's ability to meet its financial obligations if the company is later liquidated. The
greater the leverage, the greater the risk of investment (Mustahgfiroh & Lisiantara, 2021). The
greater the total assets owned by the company, the more likely it is that the company will be
able to pay off its obligations in the future, avoiding financial problems. The debt-to-equity
ratiois used in this study to assess the company's leverage by comparing the amount of debt
to the amount of equity.

The profitability ratio is the next ratio that can predict the occurrence of financial distress.
Profitability ratio is a ratio used to assess a company's ability to seek profit or profit over a
specific time period (Kasmir, 2018). This ratio compares a company's ability to earn a profit to
its sales, own capital, and assets. The greater a company's profitability, the greater its ability
to generate high profits and reduce the possibility of bankruptcy. This ratio also measures the
effectiveness of a company's management. This is demonstrated by the profit generated from
sales and investment income. Return on Assets (ROA) is a popular measure of profitability
ratios. Return on assets (ROA) is a measure of a company's ability to generate profits with the

total number of assets available toit.

The activity ratiois the final financial ratio to consider. Activity ratiois a ratio used to measure
the extent to which a company uses its resources to support company activities, with the goal
of optimizing the use of these resources so that the company can achieve the best possible
results (Fahmi, 2020). The higher the turnover rate of the company's resources, the better the
company uses its resources. If the company cannot maximize asset turnover, it will be difficult
to achieve maximum results and may cause the company to go bankrupt. Total Assets Turn
Over is a ratio used to determine how effective asset utilization is in generating sales. The

higher the asset turnover rate, the better the company utilizes its assets.

Signal theory can explain the relationship between financial ratios and a company's financial
distress. The signal theory proposes how a company should send signals to users of financial
statements. Profit is a signal that managers send to the market; if managers are confident in
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the company's prospects, they want to communicate with investors, who are expected to pick
up on the signal and rate the company higher. The financial statements show the company's
performance and financial condition. Financial statements that show positive long-term
profits indicate that the company is performing well and has healthy financial conditions. This
relates to the dividend distribution to shareholders. It can also be seen from the cash flow
value of the company. Long-term high cash flow indicates that the company can pay its
creditors. Users of financial statements may interpret this positively. In contrast, a negative
profit on the financial statements indicates that the company is in financial distress.

Based on the problem's background and the previously discussed literature review, the

framework theory in this research is as follows:

Figure 2. Framework Theory
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The following hypotheses will be tested in this study:
H1: Liquidity ratio has an effect on financial distress.
H2: Leverage ratio has an effect on financial distress.

H3: Profitability ratio has an effect on financial distress.

H4: Activity ratio has an effect on financial distress.

Method

This study is classified as quantitative research. Quantitative researchis a type of researchin
which the specifications are systematic, well-planned, and clearly structured from the start to
the creation of the research design. Quantitative researchmethods can be defined as research
methods based on the philosophy of positivism that are used to examine specific populations
or samples, sampling techniques are generally carried out randomly, data collection employs
research instruments, and data analysis is quantitative or statistical in nature with the goal of
testing hypotheses that have been established (Sugiyono, 2010). A causal associative approach
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is used in this study. Causal associative research seeks to identify the relationship between
two or more variables (Sugiyono, 2010). This research will allow us to develop a theory that
can be used to explain, predict, and control a symptom. A causal relationship occurs when one

variable (independent) influences the other variable (dependent).

Purposive sampling was used in this study to collect samples. Purposive sampling is a data-
source sampling technique that takes certain factors into account. The following are the
sampling criteria used in this study: (1) Property and real estate companies that have listed on
the Indonesian Stock Exchange for the 2019-2020 fiscal year. (2) Companies that use the
Indonesian rupiah currency in their annual financial statements. (3) Companies that submit
financial reports for the 2019-2020 fiscal year accompanied by independent auditor reports.
A sample of 49 companies is obtained from the population of property and real estate
companies and the three sample selection criteria listed above, for a total of 98 data points.

The secondary data used in this study came from the company's financial statements, which
were published on the Indonesia Stock Exchange website as well as the issuer's company.
Secondary data is any data source that does not directly provide data to data collectors, such
as other people or documents (Sugiyono, 2010). Multiple regression analysis with EViews
software was used to analyze the data in this study. Classical assumption tests, such as the
multicollinearity test, normality test, autocorrelation test, and heteroscedasticity test, were
also performed during the multiple regression analysis process. The hypothesis test consists
of the F and t tests, followed by analysis and interpretation, which results in conclusions and
recommendations.

Result

The results of the normality test can be seen in Figure 3.

Figure 3. Normality Test Results

80

Source: EViews Output, 2022

Based on the output of the normality test using the Jarque-Bera method, Figure 2 shows that
the p-value of 0.000000 is smallerthan 0.05, so that the residuals are not normally distributed.
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Because the residuals are not normally distributed, the outlier data is excluded from the test
so that the number of observations becomes 85. The results of the normality test after the
outlier data is removed can be seen in Figure 4.

Figure 4. Normality Test Results Without Outliers
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Based on Figure 4 above, it can be seen that the p-value of 0.285822 is greater than 0.05 so
that the residuals are declared normally distributed.

The results of the multicollinearity test can be seen in Table 1.

Table 1. Multicollinearity Test Results

Variance Malan Faolas
0210 07/20122 Time 13 21

Sample 185
Included Obutrvatals 85

Coefnoer4d Ununeend CralettO
Vanatlo Vananot NF I11F
C 0 097989 5104492 NA
CR 0 001365 1932546 1075239
DER 0047312 2 270776 1165129
ROA 0000729 1 158902 1142882
TATO 1649326 3546094 1090223

Source: EViews Output, 2022

Based on the output of the multicollinearity testin Table 1, it can be seen that all independent
variables have a Centered VIF value of less than 10, so it is concluded that there is no

multicollinearity problem among the independent variablesin the regression model.

The results of the heteroscedasticity test can be seen in Table 2.
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Table 2. Heteroscedasticity Test Results

Hotorosiredasboty Test ARCH

F-sUbsts
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1236164
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~ AN

2199
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ProO
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02199
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163468

398481
456358

421747

2005985

Source: EViews Output, 2022

Based on the output of the heteroscedasticity test using the ARCH method in Table 2, it can

be seen that the p-value of 0.2151 is greater than 0.05, so it can be concluded that there is no

problem in the regression model.

The results of the autocorrelation test can be seen in Table 3.

Table 3. Autocorrelation Test Results

R.SCuart0 0 606544 Yuan atounciontrar 2348860
/45100 Resouane0 0 586872 So aocuntiontvac 1 987375
SE 46,Eirsocu 1277387 /Jtatiu wto cntonon 3384533
Sum square® mod 130 6374 Saunaanon:u 3528218
Log noinood ©138.8426 Hannan-Gunncuter 342323
Feslabsbc 30.83166 Durt4n-Wation slat 1364611
PTot(Festabs54) 0000000

Source: EViews Output, 2022

Based on the output of the autocorrelation test using the Durbin-Watson method in Table 3,
it can be seen that the Durbin-Watson value of 1.364611 is still between-2 and +2. A Durbin-
Watson value between -2 and +2 means that there is no autocorrelation problem (Santoso,

2015).
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After all classical assumption tests have been passed, the hypothesis is tested using multiple

regression analysis. The results of multiple regression analysis can be seen in Table 4.

Table 4. Multiple Regression Analysis Results

OtpendenlVanaalt FO Yaw* LeastSwami
Oale 074843 Tome 1255 Sample 85
Include(looser/Sons 85

Vanable Ceacionl Sla Error 181abstc Moe
C 0537757 0313032 1717896 0 0897
CR 0278288 0 036951 7 531249 0 0000
DER -0058605 0213513 -0269435 07883
ROA 0127843 0027001 4334694 0 0000
TATO 6 991961 1910321 3660093 0 0005
Racpmred 0 606544 Mean 2 348860
dependentnr
Ad.P..14011R4C/Ltiled 0586832 90. dormiont ft 1983335
SE of regrusson 1233383 Mute infocanon 3 384533
Sum squared Mild 130 6374 Sennaalbum 3528216
Log imelfamel -138.8426 g'\r/'\;'ameluwm 3442323
F.3L155IC 30.83165 3;trt'”Nfatte” 134611
pm5(F.sl1636e) 0000000

Source: EViews Output, 2022

Based on Table 4, the multiple linear regression equation that can be formulated is as follows:
FD = 0.537757 + 0.278288 CR —0.058606 DER +0.127843 ROA + 6.991961 TATO (1)

Where:

FD = Financial Distress

CR =Current Ratio

DER = Debt to Equity Ratio

ROA = Return on Asset Ratio
TATO = Total Asset Turnover Ratio

Based on Table 4, the value of adjusted R square is 0.586872. This means that 58.6872% of the
variation in the financial distress variable can be explained by the variables of the liquidity
ratio, leverage ratio, profitability ratio, and activity ratio, while the remaining 41.3128% is
explained by other variables that are not included in the regression model. Based on Table 4,
it can be seen that the F-statistic value of 30.83165 is greater than the F-critical of 2.4859 and
the p-value is 0.000000 is smaller than 0.05, so it can be concluded that the variables of
liquidity ratio, leverage ratio, profitability ratio, and activity ratio simultaneously have a

significant effect on financial distress.
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Discussion

Based on Table 4, it can be seen that the Current Ratio variable has a t-statistic value of
7.531249 and a p-value of 0.0000. Because the t-statistic value of 7.531249 is greater than the
t-critical of 1.9901 and the p-value of 0.0000 is smaller than 0.05, it can be concluded that the
liquidity variable has a significant effect on financial distress. A high liquidity ratio indicates
that a company can meet short-term obligations with its current assets. This demonstrates
that the company's financial condition is still strong enough to pay off maturing short-term
obligations. As a result, a high level of liquidity reduces the possibility of financial distress in
the company. The results of this study support the research findings (Ginting, 2017), (Muhtar
& Aswan, 2017), (Chrissentia & Syarief, 2018), (Shidiq & Khairunnisa, 2019), (Izzah et al., 2021),
(Swara, 2021), (Rinofah et al., 2022). However, the results of this study contradict the research
findings (Kusuma & Sumani, 2017), (Simanjuntak et al., 2017), (Asfali, 2019), (Ayuningtiyas &
Suryono, 2019), (Christella & Osesoga, 2019), (Natalia & Sha, 2021), (Oktaviani & Sembiring,
2021), (Silvia & Yulistina, 2022) which did not find any significant effect between the liquidity
ratio and financial distress.

Based on Table 4, it can be seen that the Debt to Equity Ratio variable has a t-statistic value of
-0.269435 and a p-value of 0.7883. Because the value of t-statistic |-0.269435| smaller than
t-critical 1.9901 and p-value 0.7883 greater than 0.05, it can be concluded that the leverage
ratio has no significant effect on financial distress. Companies in financial distress typically
have debt that is nearly equal to or greater than their total assets, and some even have debt
that is greater than their total assets. An increase in DER has no effect on the likelihood of a
company experiencing financial distress. A high DER value does not always mean the company
will experience financial distress in the future. If the DER value is high but not followed by a
high operating expense value, the company can avoid financial distress. Furthermore, if the
company can properly manage and control debt, there is no risk of financial distress. The
results of this study support the research findings (Ayuningtiyas & Suryono, 2019), (Shidiq &
Khairunnisa, 2019), (Swara, 2021), (Rinofah et al., 2022), (Silvia & Yulistina, 2022). However,
the results of this study contradict the research findings (Ginting, 2017), (Kusuma & Sumani,
2017), (Muhtar & Aswan, 2017), (Simanjuntak et al., 2017), (Audina & HS, 2018), (Chrissentia
& Syarief, 2018), (Christella & Osesoga, 2019), (Asfali, 2019), (Christine et al., 2019), (Abdillah,
2020), (Izzah et al., 2021), (Natalia & Sha, 2021), (Oktaviani & Sembiring, 2021) which found a

significant effect of the leverage ratio on financial distress.

Based on Table 4, it can be seen that the Return on Asset Ratio variable has a t-statistic value
of 4.734694 and a p-value of 0.0000. Because the t-statistic value of 4.734694 is greater than
the t-critical of 1.9901 and the p-value of 0.0000 is smaller than 0.05, it can be concluded that
the profitability ratio has a significant effect on financial distress. This means that a company's
high and low profits will have an impact on its financial distress. The high profitability ratio of
the company indicates that the return on investment from the company's assets is very good.
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The profit generated by the company is sufficient to fund the company's operations and allows
investors to recoup their investment. This also demonstrates that the company's financial
situation is stable and far from dire. The company's increasing profits will demonstrate that its
financial performance is improving, putting it further away from financial distress. The results
of this study support the research findings (Muhtar & Aswan, 2017), (Ayuningtiyas & Suryono,
2019), (Christella & Osesoga, 2019), (Christine et al., 2019), (Abdillah, 2020), (Swara, 2021),
(Izzah et al., 2021), (Natalia & Sha, 2021), (Oktaviani & Sembiring, 2021), (Rinofah et al., 2022),
(Silvia & Yulistina, 2022). However, the results of this study contradict the research findings
(Kusuma & Sumani, 2017), (Simanjuntak et al., 2017), (Asfali, 2019) which did not find a
significant effect between the profitability ratios on financial distress.

Based on Table 4, it can be seen that the Total Asset Turnover Ratio variable has a t-statistic
value of 3.660097 and a p-value of 0.0005. Because the t-statistic value of 3.660097 is greater
than the t-critical of 1.9901 and the p-value of 0.0005 is smaller than 0.05, it can be concluded
that the activity ratio has a significant effect on financial distress. This demonstrates that
utilizing assets owned by the company in the company's operational activities can reduce the
possibility of the company being in financial distress. In other words, if the company's sales
are declining as a result of inefficient asset use for operational activities, the company will be
vulnerable to financial distress. The results of this study support the research findings
(Simanjuntak et al., 2017), (Swara, 2021), (Rinofah et al., 2022). However, the results of this
study contradict the research findings (Asfali, 2019), (Shidiq & Khairunnisa, 2019), (lzzah et al.,

2021) which did not find any significant effect between the activity ratio on financial distress.

Conclusion

Based on the findings and discussion above, the following are the study's conclusions:

1. The liquidity ratio has a significant effect on financial distress based on the results of
partial hypothesis testing.

2. The leverage ratio has no significant effect on financial distress based on the results of
partial hypothesis testing.

3. The profitability ratio has a significant effect on financial distress based on the results of
partial hypothesis testing.

4. The activity ratio has a significant effect on financial distress based on the results of partial
hypothesis testing.
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Introduction

The Muslim population will reach 26.4% of the world population in 2030 (Pew Research
Center, 2011). More than a quarter of the world population is Muslim. Hackett, et al. (2017)
stated that it would become the largest in 2070. In addition, consuming halal products is a
lifestyle that develops over time for Muslims and nonmuslim. It is because halal products are
manufactured according to Islamic standards or laws (Gabriella & Kurniawati, 2021). Recently,
many companies put much attention on Islamic branding due to the rapid increase in the
Muslim population and the massive potential of the halal consumer market (Khan etal., 2021).
The global halal food market showed significant growth. In 2009, it contributed 632 billion USD
in sales, equal to 16% of the global food industry (Power and Abdullah, 2009). It is predicted
to exceed 2 trillion USD in 2024 (Dubai Islamic Economy Development Centre, 2021). Many
international companies have paid attention to this profitable opportunity, such as Nestle,
Unilever, KFC, McDonald's, and Colgate-Palmolive (Izberk-Bilgin & Nakata, 2016). They have
introduced halal products under Islamic sharia principles.

Indonesia had the largest Muslim population in the world in 2021, and it was projected to be
the second largest Muslim population in 2030 after Pakistan, with 238,883,000 Muslims (Pew
Research Center, 2011). Indonesia ranked fourth place in the Global Islamic Economy Indicator
Score (DinarStandard, 2020). In terms of halal food, Indonesia ranked 4th after Malaysia,
Singapore, and the Uni Arab Emirates. It rose to the eighth position due to the significant
increase in halal food export to the Organisation of Islamic Cooperation member states.

Many companies and researchers have started focusing on the halal product. Brand equity is
a capital of a company to increase its value. Achieving brand equity results in better
competitive advantages and more significant margin opportunities (Khan et al., 2021).
Especially in facing a competitive environment that Muslims dominate. Thus it is vital to
identify the factors affecting brand equity in halal food products, such as brand image, brand
trust, brand satisfaction, and brand loyalty. The previous research by Khan, et al. (2021) found
no considerable effect of Halal Brand Trust on Halal Brand Equity. On the other hand, Nguyen
Viet and Nguyen Anh (2021) found a positive effect of Brand trust on Brand Equity. This study's
novelty is to analyze further the effect of Halal Brand Trust on Halal Brand Equity using Halal
Brand Loyalty as a mediator.

According to Social Exchange Theory (SET), human relationships are based on an economic
relationship where each party compares the sacrifice and benefit they get (Xia et al., 2021).
Halal customers consider the brand they bought. Conversely, halal food companies need to
identify factors that affect brand equity. Thus, this study uses SET as a fundamental theory to
understand factors affecting halal brand equity.

Brand Equity is a set of an asset such as brand awareness, brand loyalty, and perceived quality
that can add or subtract the value of a brand (Aaker, 1991; Khan et al., 2021). Regarding halal
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context, Yulianto et al. (2021) stated that it is a single criterion used by the customer by
eliminating their brand list that may not comply with halal commitment.

Brand Image is what customer's perception of a particular brand (Keller and Kotler, 2016). A
customer has a better perception of satisfaction with a product with a positive brand image
(Tuetal., 2012). Diputra, (2021) agreeswith (Khan et al.,2021) that brand image has a positive
effect on brand satisfaction.

Brand satisfaction is defined as the degree of happiness of customers because a particular
brand can fulfill their needs and expectation (Ali et al., 2018). Satisfaction is a strong predictor
of brand equity in the banking industry (Iglesias et al., 2019). Khan et al. (2021) agree with
Basheer et al. (2017) that brand satisfaction has a positive effect on brand equity. Khan et al.
(2021) also found that brand image has an effect on brand loyalty through brand satisfaction.

Brand trust is defined as the belief of a customer that a particular brand has the ability,
goodness, and trustworthiness (Ali et al.,, 2018). In the context of halal, it means the
customer's trust in a particular brand that can carry halal commitment. Khan et al. (2021)
agree with (Abdullah, 2015) that brand image has a positive effect on brand trust.

Brand loyalty is defined as customer loyalty to a particular brand because of its value, even
though many competitors offer the same features at a lower price (Ali et al., 2018). If a brand
wants to obtain loyalty, first, it has to obtain the trust of the customer (Abdullah, 2015). Brand
loyalty has a positive effect on brand equity (Hossien Emari, 2012). There is also a positive
effect of brand trust on brand equity. Kim et al. (2021) found that brand trust has a positive
effect on brand loyalty. In addition, brand loyalty is one of the dimensions of brand equity
(Aaker, 1991). Those theories mentioned above are proven in traditional business. Thus in
terms of halal context, this study proposes :

H1. Halal Brand Image has a positive effect on Halal Brand Satisfaction;

H2. Halal Brand Satisfaction has a positive effect on Halal Brand Equity;

H3. Halal Brand Image has an effect on Halal Brand Equity through Halal Brand Satisfaction;
H4. Halal Brand Image has a positive effect on Halal Brand Trust;

H5. Halal Brand Trust has an effect on Halal Brand Equity through Halal Brand Loyalty.
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Figure 1 Conceptual Framework

H3
H1 H2
Halal Brand Halal Brand Halal Brand
Image Satisfaction Equity
H4
HS
Halal Brand Halal Brand
Trust Loyalty

Method

The research design used in this study is causal research which examines a variable's causal
relationship with another variable (Sekaran, U., & Bougie, 2016). This study used primarydata,
which used an online questionnaire on a 5-point Likert scale. This scale measures respondent
perception and consists of 1-strongly disagree to 5-strongly agree. Design sampling used in
this study is nonprobability sampling, where the respondent does not have an opportunity to
be chosen as a sample subject. Purposive technique sampling is used in this study. Thus this
study targeted the respondent who had the information needed by the researcher (Sekaran,
U., & Bougie, 2016). The criteria set in this study are the customer of halal food brands, namely
those who have repurchased the brand. According to (Hair et al., 2018), the sample size
required isa minimum of 5 to 10 times the number of indicators. This study used 16 indicators,
so the sample size that can be used is a minimum of 80 samples. This study involved 243
respondents. A confirmatoryfactor analysis (CFA) is used to test the validity using a 0.40 cutoff
based on Hair et al., (2018). A Cronbach's Alpha is used to measure the reliability by using a
0.60 cutoff based on Ghozali (2007) in Kusumawati and Rahayu (2020). A goodness of fit test
should be done to examine the fitness of the research model, according to Hair et al., (2018).
By using AMQS, SEM path analysis is used to examine the hypothesis. Sobel Test helps this
study to test the mediation (MacKinnon et al., 1995).

Result

This study involved 243 respondents. Most of respondent are male (56.6%), age ranging from
25-29 years old (39.1%). Majority of respondent are from Bachelor degree (47.3%). Most of
the respondent are government workers with income per month of 5.000.000 — 10.000.000
IDR. Muslim contributes the largest respondent in this study (97.1%). Most of respondent has
been using halal food brands for more than 5 years (93.4%). The detail of respondent’s profile
canbe seen inTable 1.
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Table 1 Respondent’s Profile (n = 243)

Category Frequency Per cent (%)
Gender
Male 135 56,6
Female 108 444
Age
18-24 years 60 24,7
25-29 years 95 39,1
30-34 years 34 14,0
35-40 years 37 15,2
> 40 years 17 7
Education
Junior High School 3 1,2
Senior High School 37 15,2
Diploma 74 30,5
Bachelor 115 47,3
Master 14 5,8
Occupation
Student 35 14,4
Government worker 128 52,7
Private worker 46 18,9
Entrepreneur 16 6,6
Others 18 7,4
Income per month
< 2.000.000,- IDR 52 21,4
2.000.000 — Rp.5.000.000 IDR 43 17,7
5.000.000 — Rp. 10.000.000 IDR 78 32,1
> 10.000.000 IDR 70 28,8
Religion
Islam 236 97,1
Catholic 2 0,8
Protestant 4 1,6
Confucianism 1 0,4
How long been using halal food brands ...
<lyear 1 0,4
1-2 year 8 3,3
3-5year 7 2,9
> 5year 227 93,4

The validity test uses factor loading. Hair et al., (2018) recommended factor loading value cut-
off for 200 samples is 0.40. The test resulted in factor loading of all indicators above > 0.40;
thus, all indicators are considered valid. The reliability test used in this study compares
Cronbach’s Alpha to the recommended cut-off value based on Ghozali (2007) in Kusumawati
and Rahayu (2020) in the value of 0.60. All variables have Cronbach’s Alpha > 0.60 and thus

are considered reliable. The further details of the validity and reliability test can be seen in
Table 2.

Table 2 Validity and Reliability Test Result
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Variable Indicator Factor Cronbach’s Source
Loading Alpha
Halal Brand The halal food brand that | used...
Image is the best benchmark than others that 0.803 0.833 Khanet
have the halal commitment al. (2021)
has a good reputation among other halal 0.836
food brands
answers all my halal concerns 0.839
can be trusted aboutits halal promises 0.790
Halal Brand I'm happy to take decision to choose my 0.847 0.833 Khanet
Satisfaction halal food brand due to its halal al. (2021)
commitment
| believe that my halal food brand is right 0.891
tobe purchased due toits halal assurance
Overall, | feelsatisfied with my halal food 0.859
brand because of my halal consideration
Halal Brand Regardingthe halal food brand that |l used...
Trust | trust it 0.838 0.852 Khanet
I rely onit 0.789 al. (2021)
Itis an honestbrand 0.881
It is safe to be used 0.817
Halal Brand I’'m loyal only to halal food brand | 0.915 0.798 Hossien
Loyalty purchased Emari
The halal food brand | used will be my 0.915 (2012)
first choice
Halal brand It makes sense to use this halal food 0.788 0.838 Khanet
equity brand than any otherelse due to its halal al. (2021)
commitment eventheyare the same
Even if other halal food brands have the 0.914
same halal features as this brand, | would
preferto buy this brand
If there is another halal food brand that 0.900

has the same good performance, | would
preferto buy this brand

A Goodness Fit Test should be done before proceedinginto hypothesis testing. A modelis considered

fit if it has at least one good fit (Hair etal., 2018). The test resulted in 4 Good Fits. Thus, this model is

consideredfit.
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Table 3 Goodness of Fit Test Result

T f - .
ypeso Measurement Value Acceptance Limit Conclusion
Measurement
Absolutefit RMSEA 0,106 <0,08 Poor Fit
indices ECVI 1,821 Closerto saturated value Good Fit
than independence
RMR 0,039 <0,05 Good Fit
Incremental fit 20,90 or closerto 1 Marginal Fit
indices IFl 0,893
NFI 0,859 20,90 orcloserto 1 Marginal Fit
TLI 0,869 > 0,90 orcloserto 1 Marginal Fit
CFI 0,892 > 0,90 or closerto 1 Marginal Fit
RFI 0,829 >0,90 orcloserto 1 Marginal Fit
Parsimonious fit CMIN/DF 3,704 Lowerlimit 1, upperlimit 5 Good Fit
indices AIC 440,741 Closerto saturatedvalue Good Fit

than independence

Table 4 Direct Hypothesis Test Result

Hypotheses Estimate p-value Conclusion
H1. Halal Brand Image X Halal Brand Satisfaction 0,850 0,000 Supported
H2. Halal Brand Satisfaction X Halal Brand Equity 0,071 0,244 Notsupported
H4. Halal Brand Image X Halal Brand Trust 0,781 0,000 Supported

Table 5 Mediation Hypothesis Test Result

Hypotheses Test Statistic p-value Conclusion
H3. Halal Brand Image X Halal Brand 0,603 0,545 Not supported
Satisfaction B Halal Brand Equity
H5. Halal Brand Trust X Halal Brand Loyalty 4,769 0,000 Supported

X Halal Brand Equity

Figure 2 Output of Structural Equation Modelling (SEM)
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Discussion

The SEM resulted in H1 p-value of 0,000 < 0,05 and an estimate value of 0.850; thus, Halal
Brand Image has a positive effect on Halal Brand Satisfaction. It supports the findings of Khan
et al. (2021) and Dam and Dam (2021). This shows that a brand with a better image will result
in better customer satisfaction. H2 resulted in a p-value of 0.244 > 0.05; thus, there is no
considerable effect of Halal Brand Satisfaction on Halal Brand Equity. It contradicts the finding
of Khan et al. (2021) but supports the finding of Seri¢ and Gil-Saura (2019). H4 resulted ina p-
value of 0,000 < 0,05 and estimate value of 0.781; thus, Halal Brand Image has a positive effect
on Halal Brand Trust. It supports the finding of (Khan et al., 2021) and Hadinata (2020). Trust
is the degree of customers toward a particular brand. It also convinces customers to purchase
halal food brands. Based on the Sobel test result, H3 has a p-value of 0.545 > 0,05; thus, Halal
Brand Satisfaction fails to mediate the effect of Halal Brand Image on Halal Brand Equity. This
contradicts the finding of Khan et al. (2021). The last hypothesis resulted in a p-value of 0,000
<0,05; thus, Halal Brand Loyalty successfully mediates the effect of Halal Brand Trust on Halal
Brand Equity. The last hypothesis is the novelty of this study.

Conclusion

This study involved 243 respondents of halal food brand customers. It proposed five
hypotheses. The finding showed that halal brand image has a positive effect on Halal Brand
Satisfaction. Halal Brand Satisfaction is also proved positively affect Halal Brand Trust. The
study found no considerable effect of Halal Brand Satisfaction on Halal brand Equity. Halal
Brand Satisfaction also fails to mediate the effect of Halal Brand Image on Halal Brand Equity.
The novelty of this study is that Halal Brand Loyalty successfully mediates the effect of Halal
Brand Trust on Halal Brand Equity. Based on this study, the right marketing strategy for
achieving Halal Brand Equity is to focus on Halal Brand Image, Halal Brand Trust, and Halal
Brand Loyalty instead of Halal Brand Satisfaction. This study only examines halal food brands
in general. Thus, future research may compare certain halal food brands. This halal concept
can also be used in other industries such as halal tourism, halal cosmetics, halal drinks, halal
banking, etc.). Heterogeneity is essential to understanding consumer behavior. Most of the
respondents of this study are Muslim. Many previous research findings also showed that
nonmuslims accept halal food brands due to their better quality (Arifin et al., 2021), better
cleanliness (Madinah et al., 2020), better health and hygiene (Mathew et al.,2014), and better
animal welfare treatment (Haque et al., 2015). Thus, conducting a study with larger
nonmuslim respondents would be more interesting. In addition, a respondent with low halal
literacy tends to ignore the written information about the product. Thus, future research may
add Halal Brand Literacy. This variable affects customers’ thinking style when purchasing a
halal product. This study is cross-sectional, thus longitudinal research may be used to
understand better the dynamic changes in consumer behavior regarding halal product
consumption over time.
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Introduction

Currently, digital innovation has grown and developed in various fields of people's lives, such
as the economy, education, health, banking, transportation, and many other fields. Digital
innovation in the economic field or known as the digital economy has an impact on economic
activity covering various aspects. This study tries to analyse the implications of digital
innovation, especially related to macroeconomic variables, such as economic growth, labour
force and inflation. High economic growth is one of the development priorities because it is
one of the successes of development. The indicator used to determine the economic condition
of a country in a certain period is indicated by data on the rate of economic growth or the rate
of Gross Domestic Product (GDP). Indonesia's economic growth data from 2000 to 2021
showed that Indonesia's economic growth had fluctuated where the highest economic growth
in 2007 was 6.35 percent and the lowest economic growth occurred in 2020, which was -2.07
percent or a decline in economic growth of 2.07 percent in 2020 as the impact of the Covid-
19 pandemic that occurred in Indonesia.

Several factors that influence economic growth are population and labor. Economic growth is
relatively increasing every year and this will also affect the growth of the workforce. The
growth of the workforce in Indonesia also continues to increase every year. In 2021 the
number of the workforce in Indonesia reached 139.164.551 people. Good economic growth
also needs to be supported by controlled inflation. Lubis (2014) stated that inflation should be
controlled so that inflation can have a positive impact on economic growth. When inflation
increases it will cause a decrease in the level of investment because an increase in inflation
will encourage an increase in interest rates, the increase in interest rates will in turn push
investment, causing investment to decline. A decrease in investment means a decrease in
production capacity which has an impact on reducing public consumption. The decline in
public consumption also means a decrease in aggregate demand (consumption demand),
when aggregate demand decreases, this causes the rate of economic growth to decline. So
inflation has a negative effect on economic growth. Inflation reduces economic inefficiency
because it distorts prices and price signals, when inflation is high it will be difficult to
distinguish changes in relative prices and changes in overall prices. Data showed that the
highest inflation in Indonesia during the period 2000-2021 occurredin 2006 at 13.11 percent.
High inflation was caused by the increase in fuel oil (BBM) and the increase in real interest
rates.

Indonesia's economic growth and inflation conditions fluctuated from 2000 to 2021, while the
number of Indonesia's labour force continued to increase during the 2000-2021 period. In
2002, when economic growth increased from the previous year, which was 4.5 percent,
inflation in Indonesia also increased from the previous year, which was 11.9 percent, while in
2009, when economic growth declined, the inflation rate also declined. In 2012, it happened
again when economic growth decreased from the previous year which was 6.03 percent,
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inflation in Indonesia also fell by 4.28 percent. Likewise in 2020, when economic growth
decreased by -2.07 percent, inflation also decreased by 1.56 percent. This caused a
phenomenon when Indonesia's economic growth increased, inflation also increased or when
Indonesia's economic growth decreased, inflation also decreased. This was not inaccordance
with the theory, if economic growth increases, inflation will decrease and if economic growth
increases, it means that the production process will alsoincrease and will absorb alot of labour
to produce production output, which in the end will also have an impact on increasing the
number of the workforce.

Based on the description above, in analysing the implications and relationships between
variables, itis necessary to analyse the implications of digital innovation based on a literature
study and analyse whether there is a long-term relationship and a reciprocal relationship
(causality) between economic growth, labour force and inflation in Indonesia.

Related Literature
Digital Innovation and Economic Growth

Economic growth is the process of changing the economic conditions of a country on an
ongoing basis towards a better state over a certain period. There are three basic components
needed in the economic growth of a nation: 1) The continuous increasein the supply of goods,
2) advanced technology as the main factor that determines the degree of growth in providing
a variety of goods to the population, 3) the widespread and efficient use of technology
requires adjustments in the institutional and ideological fields, so that the innovations
produced by science and technology can be utilized appropriately (Hasyim, 2017).

The implications of digital innovation and the digital economy cannot be easily measured,
causing mismeasurements in the calculation of GDP. The GDP measurement is carefully
designed to reflect the level of market economic activity (value added) in the economy
including from free digital services (Ahmad & Schreyer, 2016).

Development (2013) classifies approaches to measuring the economic impact of the digital
economy into: 1) The direct impact approach by measuring the digital economy as a part of
GDP growth, 2) The dynamic impact approach, measuring the digital impact on all industries
that affect productivity and GDP growth, 3) Indirect approach, measuring the effect of digital
on economic phenomena, such as consumer surplus or how digital contributes to social
welfare.

Directdigital economy impacts are part of GDP such asconsumption, investment, government
spending, and net exports. The dynamic impact of the digital economy on economic growth
as companies actively seek solutions using digital that help in cutting costs and increasing
revenue. Nakamura et al. (2017) developed an experimental method to be able to value digital
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content from a production perspective that combines marketing and advertising content and
the impact of free digital content on US GDP which has been accelerating, especially since
2005.

In Indonesia, the development of digital technology has the potential to increase productivity
and economic growth in the future. Das et. al (Das et al., 2016) reports that the use of digital
technology canincrease productivity which is estimated to have an additional impact of up to
USD 120 billion on the Indonesian economy by 2025. The use of technology in finance is
expected to increase productivity. The increase in productivity comes from reduced
operational costs and digital technology also provides new product innovation and increased
sales. Increasing productivity through digital technology will penetrate the financial,
manufacturing, retail and transportation sectors. Digital technology also has the potential to
add employment to 3.7 million workers and increase Indonesia's GDP to 35 billion US dollars
by 2025.

Digital Innovation and Inflation

According to Nopirin (2016) inflation is the process of increasing general prices of goods
continuously. This does not mean that the prices of various goods increase by the same
percentage, there is anincrease but not simultaneously during a certain period.

Low inflation in developed countries, indicated by global factors such as import prices, global
output gaps, and integration of trade and production, but does not completely lead to low
inflation, there are other factorsthat are new transmissions suspected of causing low inflation,
namely economic digitalization. Digitalization affects inflation through three main
transmission channels: 1) directly, through its effect on the prices of goods and services
related to ICT (information and communication technology), 2) by changing market structures
and the level of competition in certain sectors, 3) by influencing productivity and various
labour requirements.

The first channel is through the price index. Two studies conducted by Durand (2016) and
Schreyer (2017) state that price measurement is a new challenge for many statistical recording
bureaus due to the development of new goods, the addition of new services, as well as
products that are tailored to customer desires/tastes (customization) and goods that have
similarities but with a different quality. In addition, as products undergo customization, price
changes become more difficult to measure and the increase in the number of free digital
products such as mobile applications and online travel bookings, is not well recorded in
nominal GDP.

The second channel that can affectinflation is the effect of market structure and competition.
The market structure changes and consumer preferences shift, the next stage of changing the
structure will lead to changes in the rate and behaviour of inflation.
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Digitization can also affect to the inflation by lowering a company's operating costs due to the
advantages of efficiency, automation and new business models. Digital technology increases
productivity by saving labour which will ultimately be affected by inflation and depends largely
on which effect dominates.

Digital Innovation and Workforce

The labour is the working age population (aged 15-64 years) or the number of residents in a
country who can produce goods and services if there is a demand for their labour and if they
want to participate in these activities, while the labour force is the productive age population
aged 15 -64 years old who already have a job, but are temporarily out of work or who are
actively looking for work. The working population by business field is the economic sector that
absorbs the most labour. Along with the development of technology in Indonesia, the use of
the digital economy has opened up new business spaces, especially in the digital world. In the
service sector, there are several providers of transportation service applications that are
growing rapidly. This will affect to employment opportunities and changes in employment
relationships. The digital economy has the potential to increase the number of jobs which in
turn will increase the number of the workforce.

Research conducted by Demografi (2017) aims to measure the impact of Go-lek on the
Indonesian economy and is a survey involving more than 7500 respondents. The survey
questions are aimed at answering service quality, increasing income before and after joining
Go-Jek and various other variables. This study concludes that with Go-Jek motorbikes reduce
unemployment pressure by expanding job opportunities. However, this researchis a survey in
nature so it is limited to respondents' opinions on the impact of Go-Jek's services on several
economic variables and it is not yet known whether Go-Jek's impact applies as a whole to
macro variables related to labour.

In the case of Indonesia, Go-Jek is a pioneer in the use of online technology in transportation
services that connects not only people in need and motorcycle taxi drivers, but also between
the community and MSMEs. Until February 2018, Go-Jek was able to absorb approximately
1.16 million active drivers with 69.5 percent of them being Go-Jek motorbike drivers.

Model Vector Error Correction Model (VECM Model)

VECM is an econometric analysis model that can be used to determine the short-term
behavior of a variable against the long-term, due to a permanent shock (Ajija etal., 2011). The
assumption that must be met in the VECM analysis is that all independent variables must be
stationary. This is indicated by all the residues being white noise, which has zero mean,
constant variance, and there is no correlation between the dependent variables. Stationary
test can be done by testing the presence or absence of unit root in the variable with
Augmented Dickey Fuller (ADF) test. This data stationarity test is important because the
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presence of a unit root will result in a spurious regression. The approach taken to overcome
the spurious regression equation is to differentiate the endogenous and exogenous variables.
Thus, a stationary variable with degree I(n) will be obtained.

Stationary data through differentiation only is considered insufficient, the existence of
cointegration or long-term and short-term relationships in the model must also be considered.
Detection of the presence of this cointegration can be done by the Johansen or Engel-Granger
method. If the variables are not cointegrated and stationary on the same order, then standard
VAR can be applied which results will be identical to OLS. However, if the test proves that there
is a cointegration vector, then ECM can be applied for single equations or VECM for system
equations.

Method

The type of data used in this study is secondary data in the form of time series data, namely
annual data on economic growth, labour force and inflation in Indonesia for the period 2000-
2021. The data source is obtained from the official website of the world bank. The method
used in this research is Vector Error Correction Model (VECM) analysis to model the three
variables. The stages in the VECM analysis are as follows:

1. Unit Root Test (stationarity check)
VECM modelling is based on time series data which is not stationary but cointegrated. To
check the stationarity of the data can be used unit root test using Augmented Dickey Fuller
(ADF) test statistic (Rosadi, 2012).
ADF t-statistics > all critical values (1%, 5% and 10%) can mean the data is not stationary,
but if ADF t-statistics < all absolute critical values or p-values are less than the significance
value, then it can be the stationary data.

2. Optimal Lag
The lag check is used to determine the optimal lag length that will be used in the next
analysis and will determine the parameter estimation for the VECM model (Widarjono,
2017).

3. Cointegration Test
The next test is the cointegration test. Cointegration test is interpreted as a long-term
equilibrium relationship between variables (Faisal & Ichsan, 2020). If:
Trace test > critical value when, or p value < significance value then there is a cointegration
equation.

4. Causality Analysis
Causality analysis aims to see the long-run causality and short-run causality. Analysis of the
long-term causality relationship between variables in the VECM modelling can be seen in
the coefficients of the error correctionterm (ECT), which is based on the sign and the results
of the t test on the Ordinary Least Square (OLS) method. Meanwhile, for short-term
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causality analysis for each variable, Granger causality test can be used. The Granger
causality test is based on the Wald test statistic with a chi square distribution or the F test
as an alternative (Lutkepohl, 2011).

5. Model Estimation and Structural Analysis (impulse response and variance decomposition)
The estimation of the VECM model is similar to the estimation and structural of the VAR
model. In the VAR model, the analysis uses impulse response analysis and variance
decomposition (Lutkepohl, 2011). Impulse response analysis aims to see the effect of each
variable (endogenous) if given a shock or impulse (shock), while variance decomposition
analysis aims to predict the contribution of each variable (percentage variance of each
variable) caused by changesin certain variables in a system.

Result

1. Unit Root Test (Augmented Dickey Fuller)
The first step in this procedure was to perform a unit root test. The results obtained were
as shown in Table 1 below.

Table 1. Unit Root Test (Augmented Dickey Fuller)
Level First Difference

Variabel Nilai Kritis (a)

ADF-statistic p-value ADF-statistic p-value

GDP 59 -2.337168 0.1704 -6.224767 0.0001
-3.012363 -3.020686

FL 59 1.338148 0.9979 -3.985582 0.0073
-3.012363 -3.029970

INF o -2.401384 0.1532 -6.761106 0.0000
-3.012363 -3.020686

Source: Results Eviews 12, 2022

Description: GDP: Economic Growth
FL : Labour Force
INF : Inflation
Based on Table 1 above, economic growth, labour force and inflation were data containing
unit roots at the level or not stationary at the level because the p-value of each variable
was greater than (5%). The results of the first differentiation showed that the data was
stationary, it could be seen that each variable was smaller than (5%) meant that the data
did not contain unit roots or is stationary.

2. Optimal Lag
In determining the optimal lag, values from Likelihood Ratio (LR), Final Prediction Error
(FPE), Akaike Information Criterion (AIC), Schwarz Information Criterion (SC), and Hannan-
Quin Criterion (HQ) were used. Here are the results of the optimal lag test:

Table 2. Optima Lag Test Results
lag| LoglL | LR | FPE [ AIC ] sC | HQ
0 -398.4269 NA 451e+14 42.25547 42.40459 42.28070
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1 -3427588  87.89702%  3.38e+12*  37.34303*  37.93952*  37.44398*
2 -341.1240  2.064979 8.03e+12 38.11832 39.16217 38.29498
3 | -331.5860 | 9.036060 | 9.67e+12 | 38.06168 | 39.55290 | 38.31406
Source: Results Eviews 12, 2022

The purpose of the optimal lag test was to eliminate the autocorrelation problem in the
VAR system, so that the autocorrelation problem did not reappear. In Table 2 it could be

seen that the LR, FPE, AIC, SC and HQ criteria that met the optimal lag length were atlag 1.

3. Cointegration Test
The cointegration test method in this study used the Johansen cointegration test by looking
at the trace statistics. This test was to determine whether there is a long-term effect for
the variables studied. If there was a cointegration, then the VECM step could be continued.

Table 3. Cointegration Test Results

Hypothesized Eigenvalue Trace 0.05 Prob.
No. of CE(s) Statistic Critical Value

None* 0.706397 53.31403 42.91525 0.0034

At most 1* 0.579282 28.80350 25.87211 0.0210

At most 2 0.436948 11.48766 12.51798 0.0739

Source: Results Eviews 12, 2022

Based on Table 3, the Trace Statistics value for None and At most 1 was greater than the
Critical Value with a significance level of five percent with a probability value less than five
percent significance, meant that there was a cointegration equation. Thus, between the
variables of economic growth, labour force and inflation had a long-term equilibrium
relationship and movement in the long run. This also meant that research could be
continued using the VECM model.

4. Causality Analysis
Causality analysis in this study used the Granger Causality Test with a significance level of
five percent. The presence or absence of causality could be seen from the magnitude of the
probability. If the probability was less than 0.05 then there was causality between variables.

Table 4. Granger Causality Test Results

Null Hypothesis: Obs F-Statistic Prob.
FL does not Granger Cause GDP 21 1.90046 0.1849
GDP does not Granger Cause FL 0.52686 0.4773
INF does not Granger Cause GDP 21 1.16114 0.2955
GDP does not Granger Cause INF 0.22448 0.6413
INF does not Granger Cause FL 21 0.85864 0.3664
FL does not Granger Cause INF 21.9756 0.0002

Source: Results Eviews 12, 2022

The variable of economic growth does not significantly affect the labour force, and vice
versa, the variable of the labour force also does not significantly affect the variable of
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economic growth. This can be seen from the probability value of each being greater than
0.05, so that there was no causality between the two variables of economic growth and the
labour force. The variable of economic growth was not statistically significantin influencing
inflation and vice versa, the variable of inflation did not significantly affect the variable of
economic growth as evidenced by the probability value of each of which was greater than
0.05 so that there was no causality between the variables of economic growth and inflation.

The labour force variable did not statistically affect the inflation variable, but the inflation
variable significantly affected the labour force variable, this can be seen from the
probability value which was smaller than 0.05, meant that there was a one-way causality
between the labour force variable and inflation. Thus, inflation affected the labour force, if
more of the workforce was unemployed, the production process will be hampered and
result in reduced purchasing power, resulting in scarce production goods and inflation.
With the digital economy, it is hoped that more people will use technology to improve their
economy so that workers are no longer unemployed and the production process can run,
which in turn can control inflation.

5. Model Estimation and Structural Analysis VECM Estimation Results
The results of the VECM estimation are short-term and long-term relationships between
economic growth, labour force and inflation.

Table 5. Short-term VECM Estimation Results

Variable Coefficient t-Statistics t-Table
CointEql -0.175328 [-0.96562]
D(GDP(-1)) -0.388666 [-1.78072]
D(FL(-1)) 0.659072 [2.04912] 2.07361
D(INF(-1)) -0.162282 [-0.76601]

Source: Results Eviews 12, 2022

In Table 5, the short-term VECM estimation results showed that the labour force (FL) and
inflation (INF) variables at lag 1 had no significant effect on the economic growth variable
(GDP) because the t-statistic value was smaller than the t-table.

Table 6. Long-Term VECM Estimation Results

Variable Coefficient t-Statistics t-Table
FL(-1) -4,20E-09 [-0.46899]
INF(-1) -0.473742 [-4.58674] 2.07361

Source: Results Eviews 12, 2022

Based on Table 6, in the long run only inflation variable (INF) affected economic growth
with a t-statistic value greater than t-table. The inflation variable had a positive and
significant effect on the economic growth variable, meant that if there was an increase in
inflation, then economic growth will also increase in the long term.

6. Structural Analysis Impulse Response Function (IRF)
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IRF analysis can see the long-term dynamic response of each variable if there is a certain
shock and also serves to see how long the influence lasts until the effect disappears and
converges again.

Figure 1. IRF between Economic Growth, Labor Force and Inflation
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Source: Results Eviews 12, 2022

Figure 1 shows the IRF between economic growth, labour force and inflation. First, the
response of economic growth to the labour force (response of GDP to FL) shows that the
response of the labour force initially increased until the third period, then a shock occurred in
the workforce so that the response began to decline and shrink to below the horizontal line
which indicates the labour force has a negative impact. Economically, it can be concluded that
the realization of the labour force in Indonesia has changed, tends to decline and has a
negative impact.

The second response of economic growth to inflation (response of GDP to INF) shows that in
the second to third period inflation is below the horizontal line which indicates that this
variable has a negative impact, then in the fourth period inflation begins to fluctuate and is
above the horizontal line with tendency to increase, in the seventeenth period inflation has
begun to stabilize. Economically, it can be concluded that inflation in Indonesia has
experienced positive and negative changes from year to year.
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The third is the response of the labour force to economic growth (response of FL to GDP). The
results of the IRF analysis show that changes / shocks that occur in economic growth are
always responded positively. From the first period to the twentieth period, economic growth
continued to increase. Economically, it can be concluded that the realization of economic
growth in Indonesia has changed from year to year.

Fourth is the response of the labour force to inflation (response of FL to INF). The results of
the IRF analysis show that changes/shocks that occur in inflation have a negative response and
tend to continue to decline from the first to the twentieth period. Economically, it can be
concluded that the realization of inflation in Indonesia always experiences negative changes
from year to year.

Fifth is the response of inflation to economic growth (response of INF to GDP). The results of
the IRF analysis show that the changes / shocks that occurred in economic growth responded
positively and were above the horizontal line, from the first period to the third period
economic growth decreased then economic growth increased againin the fourth period and
moved steadily until the second period. twenty. Economically, it can be concluded that the
realization of economic growth in Indonesia is stable and has a positive response to inflation
from year to year.

The sixth is the inflation response to the labour force (response of INF to FL). The results of
the IRF analysis show that changes / shocks that occur in the workforce have a negative
response and are below the horizontal line and tend to continue to increase. In the fifth to
eighth period, the labour force continues to increase and in the ninth to twentieth period it
moves steadily, but remains below the horizontal. Economically, it can be concluded that the
realization of the labour force in Indonesia has a negative response to inflation and continues
to increase from year to year.

Variance Decomposition

Analysis of variance decomposition is an analytical tool that provides information about the
proportion of the movement of the influence of shock on one variable to other variables at
this time and in the future period and measures the contribution or composition of the
influence of each independent variable on the dependent variable.
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Table 7. Result of Variance Decomposition of GDP

Variance S.E. GDP FL INF
Period
1 0.911344 100.0000 0.000000 0.000000
2 1.001976 99.83272 0.156792 0.010493
3 1.175265 96.77538 1.277261 1.947362
4 1.282196 93.88601 3.311888 2.802098
5 1.397819 89.21221 6.789523 3.998265
6 1.506584 83.91200 11.06214 5.025851
7 1.618360 78.15450 15.83719 6.008310
8 1.731452 72.37388 20.75445 6.871672
9 1.846791 66.79249 25.57915 7.628361
10 1.963673 61.56854 30.15509 8.276368
11 2.081662 56.77466 34.39783 8.827507
12 2.200141 52.43409 38.27278 9.293128
13 2.318586 48.53668 41.77751 9.685816
14 2.436528 45.05431 44.92870 10.01699
15 2.553578 41.95024 47.75290 10.29686
16 2.669429 39.18512 50.28077 10.53411
17 2.783838 36.72044 52.54350 10.73605
18 2.896627 34.52031 54.57096 10.90874
19 3.007666 32.55226 56.39060 11.05714
20 3.116868 30.78750 58.02716 11.18534

Source: Results Eviews 12, 2022

Based on Table 7, to see the effect of the variables of economic growth, labour force and
inflation, it can be seen that in the first period, the variable of economic growth is influenced
by the variables themselves, but with increasing period, other variables begin to affect
although the magnitude is not as big as the effect of the economic growth rate itself. As the
period increases, the ability of the labour force to influence economic growth increases, while
the ability of inflation to influence economic growth decreases. Among the two variables that
contribute to economic growth, namely the labour force and inflation, the labour force
variable is more capable in explaining economic growth than inflation. This is evident from the
percentage of variance decomposition of economic growth to the labour force which
continued to increase until the 20th period, reaching 58.03 percent, while economic growth
to inflation, its contribution only reached 11.19 percent.

Discussion

Labor Force on Economic Growthin Indonesia

The results of the Granger causality test showed that there was no causal relationship
between the labour force and economic growth and the results of the IRF test indicated that
the labour force has changed and had a negative impact. This is because the increase in the
number of the workforce if itis not followed by anincreasein job opportunities or the number
of the workforce cannot be distributed as a whole to a large enough job field and the small
absorption of labour resultsin a low growth rate of job creationto accommodate workers who
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are ready to work, which in turn causes the number of unemployed to increase, if
unemployment increased it will have an impact on economic growth in Indonesia which will
decline. With the digital economy, such as the existence of application service providers for
transportation services, the presence of e-commerce which is an opportunity for micro, small
and medium enterprises (MSMEs), it is hoped that more workers will be created and job
opportunities will be wider and increase job opportunities and reduce unemployment, so that
economic growth will increase.

Inflation on Economic Growth in Indonesia

Based on the results of the Granger causality test, there was no causal relationship between
inflation and economic growth. The results of the IRF test showed that inflation in Indonesia
underwent changes that had negative and positive impacts and moved steadily until the end
of the period. Thisisin accordance with the research conducted by Quartey (2010) which uses
the Johansen method to investigate whether there is an impact of maximizing income from
inflation on economic growth in Ghana, the result was that there was a negative impact of
inflation on economic growth. Research conducted by Umaru and Zubairu (2012) reveals that
inflation had a positive impact on economic growth, through productivity and output levels.

Labor Force on Inflation in Indonesia

Granger Causality test results showed that there was a one-way relationship between the
labour force and inflation with inflation affecting the labour force. The results of the IRF test
showed that inflation in Indonesia was responded negatively from year to year. If the labour
force was more unemployed, the production process will be hampered and result in reduced
people's purchasing power, resulting in scarce production goods and reduced employment.
However, inflation also plays a role in creating jobs. Low inflation can help determine the
availability of jobs created by stable economic growth (Mansi et al., 2020).

Conclusion

Based on the results and discussion in this study, it can be concluded that by using the Granger
causality test, the results showed that the labour force and economic growth variables did not
have a causal relationship, inflation and economic growth variables did not have a causal
relationship, while the labour force and inflation variables did not have a causal relationship
but has a one-way relationship, namely inflation affected the labour force. The test resulted
using the VECM model showed that in the short term, none of the variables had a significant
effect on economic growth, the labour force on economic growth in 2000-2021 in the short
term had a positive and insignificantimpact, the inflation variable on economic growth in 2000
-2021 in the short term would have a negative and insignificant impact. In the long term, the
effect of inflation on economic growth in Indonesia in 2000-2021 would have a positive and
significant impact. The results of the IRF analysis showed that the labour force in Indonesia
experienced changes, which initially increased in the first two years, due to a shock, then
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tended to decrease and had a negative impact until the end of the period. Inflation in
Indonesia experienced a change and had a negative impact in the first two years and tended
to rise and had a positive impact until it stabilized at the end of the period. The results of the
variance decomposition test showed that the labour force provided the largest contribution
in explaining economic growth and inflation provided the smallest contribution in explaining
economic growth.

To expand employment field and employment opportunities, the government's contribution
is needed to support and empower the community optimally through informal education that
supports community independence and also to maintain inflation stability in the long term by
encouraging the increasing role of MSMEs through optimizing digitalization and the role of
regional and central governments and monetary authorities. in synergizing to keep inflation
stable with various programs that can encourage an increase in people's purchasing power
which will ultimately lead to anincrease in economic growth.
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Introduction

The occurrence of financial crises and global crises that often hit in the 21st century now, is
indicated by some economic experts because of the poor implementation of corporate
governance, both in the public sector and the government sector, including. Meanwhile, some
parties who demand the importance of increasing competitiveness in facing the global market
accompanied by accountability, transparency and bureaucratic reform in all sectors, have
given their own color to the development of accounting in Indonesia. On the other hand, the
development of modern accounting leads to the use of technological advances and the

creation of a good and reliable accounting information system.

Throughout the history of accounting in the world, the development of accounting science has
been greatly influenced by many factors, including cultural, economic, social, political, legal,
anthropological, sociological, etc. factors. The development of accounting in Country 'X' will
be very different from accounting in Country 'Y."' And cultural factors greatly influence the
character of the individual who designs, uses and has an interest in the accounting system.
Many in the literature found arguments that accounting is strongly influenced by culture
(Violet 1983) and the lack of consensus in accounting practices between countries because its
purpose is cultural not a technical problem (Hofstede 1986). Arguments like this have led to
an unwritten agreement that cultural factors are very influential in choosing accounting

techniques in a particular country.

The discussion of national culture and organizational culture is very broad, so in this study |
limit it to organizational culture which leads to the preparation of financial reports and the
implementation of GCG. Culture is used as a moderating factor. This study reconstructs the
results of research conducted by Zaitul (2005) by including additional GCG factors init, which
gives its own color both in terms of ontology studies and in terms of dimensionalization. A
variety of additional literature is used from various previous qualitative studies, specifically
referring to the two main studies of Hofstede's (1980), Gray (1988), Harrison and McKinnon

(1986), and (Doupnik 1995)

Culture Concept

Culture is a value and attitude that is used and believed by a society or country. Cultural
variables are depicted in the institutions of the State concerned (in the legal system etc.).
Hofstede (1980; 1983) examines cultural dimensions in 39 countries. He defines culture as
"The collective programming of the mind which distinguishes the members of one human
group from another' (Hofstede 1983) and divides the cultural dimension into four. The four
cultural dimensions identify basic values that try to explain the similarities and differences of
cultures in general around the world. The four dimensions of the culture are explained as
follows; Individualism (as opposed to collectivism). Individualism reflects on the extent to
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which individuals expect personal freedom. This is countered by collectivism (group) which is

defined as accepting responsibility from the family, community group (tribe etc.).

Koentjaraningrat (1972), that the socio-cultural values of Indonesian society consist of; Pay
less attention to quality, Lack of discipline, Reluctant to take responsibility, Not
straightforward, Like shortcuts and “latah”. Meanwhile, according to Frans Magnis Suseno,
(1983) revealed that Indonesia's prominent cultural values are Absolute Power, Feudal,
Paternalistic, Hierarchical, Harmony, Status Orientation, Egoistic. And according to Mochtar
Lubis (2001), that Indonesian people are characterized by; Hypocrite aka hypocritical,
Reluctant to take responsibility, Feudal, Superstitious, Artistic, Weak Karsa, Envy, and Ngrasani

(grumbling, but not openly).

Comprehensive management control system

Comprehensive management control system are forms, records, procedures, and tools used
to process data on the undertakings of an economic entity with the aim of generating feedback
in the form of reports required by management to supervise its business, and for other
interested parties such as shareholders, creditors, and government agencies to assess the
results of operations. (Haward F, Slettler 1971). A comprehensive management control
system comes from a system that means a collection of elements that are interrelated to
achieve a certain goal, and accounting which means a service activity that provides
guantitative information, especially financially related, about economic unity with the

intention of being useful for making economic decisions.

A comprehensive management control system is very necessary for accounting users, namely
external parties (external) company organizations and internal parties (internal) company
organizations. The needs of external users can be met by the publication of profit/ loss
statements. Meanwhile, internal users can meet their accounting information needs to
achieve the maximum possible economic value (profit) of the company. The purpose of

holding a good accounting system is

1. To support the day-to-day operations.
2. Support management decision making (to support decision making by internal decision
makers).

3. To fulfill obligations relating to stewardship.

Supporting factors for the implementation of a good comprehensive management control
system are strongly influenced by the initial design of the system, human resources supporting
the system / operator, system network, and internal control. In practice, internal control is
decisive, because it concerns; Environmental Control, Risk Assessment, Utilization of
Information and Communication, Control Activities, and Monitoring. All of them concern the
readiness of the culture and its human character. The better the company's organizational
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culture, the tighter the internal control, so that the risks that bring adverse effects are more

controlled.

Gray (1988) identified four accounting cultures that could be used to define accounting sub-
cultures: Professionalism, Uniformity, Conservatism, and Secrecy. Accounting itself one of its
principles adheres to conservatism, which is a part of basic human nature that tends to avoid

risks.

Good Corporate Governance (Gcg).

Corporate Governance is a way to ensure that management acts in the best interests of
stakeholders. The implementation of Good Corporate Governance demands strong protection
of the rights of shareholders, especially minority shareholders. The principles or guidelines for
the implementation of Corporate Governance indicate the existence of such protections.
Good Corporate Governance is definitively a system that regulates and controls the company
to create value added for all stakeholders. There are two things that are emphasized in this
concept, first, the importance of the right of shareholders to obtain information correctly
(accurately) and on time and, secondly, the obligation of the company to make disclosures
accurately, timely, and transparently to all information on the company's performance,
ownership, and stakeholders.

In the context of growing awareness of the importance of Corporate Governance, the
Organization for Economic Corporation and Development (OCED) has developed a set of
principles of Good Corporate Governance and can be applied flexibly according to the
circumstances, culture and traditions of each country. These principles are expected to be a
reference point for regulators (governments) in building a framework for the implementation
of Corporate Governance. For business actors and the capital market, these principles can be
a guide in collaborating best practices for increasing the value (valuation) and sustainability of
the company.

The principles of the OCED concern five main areas: the rights of shareholders and their
protection; the role of employees and other interested parties (stakeholders); accurate and
timely disclosure and transparency with respect to the structure and operations of the
corporation; the responsibility of the board (Board of Commissioners and Directors) to the
company, shareholders, and other interested parties. Or in summary, these principles can be
summarized as: equitable treatment (fairness), transparency, accountability and

responsibility.
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[ Culture Concept ]

Comprehensive
Management Control

system

Good
Corporate
Governance

Method

This research was conducted by survey method. The research instrument used is a
questionnaire. This research questionnaire is entirely adopted from previous researchthat has
been used to conduct surveys of companies listed on the Indonesia Stock Exchange in the last
3 years. Previous studies reported that all questionnaires used had good validity and reliability.
In this study, efforts were made to anticipate the weaknesses inherent in the survey research.
There are two weaknesses of concern, namely the possibility of biased respondents and the
low level of questionnaire development.

To overcome these two weaknesses, the questionnaire is sent via the Company's active email
by providing a link that leads to an online questionnaire page (google.form) that has been
provided

Measurement of Variable

Source Indicator Type
Culture Concept Jean-FrancoisHenri ® Morale empowerment Ordinal
(2006) e Commitmentof
employees.
e Vertical interaction,
e Hierarchical
communication
Comprehensive Sujoko Efferin, e Monitoring Ordinal
managementcontrol  TrevorHopper ® Attention Focusing
system (2007) e Strategic Decision Making
® |egitimization
Good corporate Bhagat, S. and e Independentdirectors Ordinal
governance (GCG). Black, B. (2002) ® Independence of
committees
(Klein, 2002 * Boardsize
e Split chairman/ceo roles
e Board meetings
e Competence of audit

committee members
o Audit committee
meetings
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Result

On the basis of inferential statistical data analysis conducted using WarpPLS, hypotheses can
be tested and the results of statistical tests are presented as follows. A summary of the
estimated coefficients of the WarpPLS output is as presented in table.

Tabel 1 Estimating Coefficient Equation

Equation Koefficien Signifikansi Conclusion
Model utama

Cmcs [l cgc 0,453 <0,001 Diterima

Cc*cpmsBppma -0,004 0,48 Ditolak

Source: Output WarpPLS (2022)

O i cc-" -\
C ®u )
p=<0.00
~“emcs =0 o20as  ~ @ca
3 {p=0.45 3
( R/ (P<.01) . (R)1I )
B R?=0.21

The test results show that:

1. H1 which states that the comprehensive management control system has a positive effect
on good corporate governance, is proven to be accepted. This is in accordance with the
structural equation model, where the estimated value of the coefficient of the
Comprehensive Management Control System variable produced is 0.453 with asignificance
level of <0.001, which means that it is below the acceptance level of significance of 0.05.
This finding is in line with the theory which states that a comprehensive management
control system cannot be separated from the users of the system and its users. The
existence of a comprehensive management control system is inseparable from the human
factor. No matter how well the system is designed and applied to facilitate organizational
performance, if it is not supported by human readiness, the system will never run properly.
In this world, there is no single system in organizational governance that is suitable and in
accordance with one another, including a comprehensive management control system, so
that is where the competitive advantage and uniqueness of the system itself is created. In
the end, it all depends on the human itself, in this case, humans are very closely related to
the culture they have. This finding is also consistent with several previous studies that
support the Power distance theory. Defined as the power distance between Boss B and
Subordinate Sinthe organizational hierarchyis the difference between the extent to which
B can determine the behavior of S and vice versa (Hofstede 1983). In a society with a large
power distance, there is recognition of levelsin society and does not require equal levels.
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Meanwhile, in people with small power distances, they do not recognize differences and
require equal levels in society.

2. H2 which states that Culture moderates the relationship between the comprehensive
management control system and good corporate governance, is not proven to be accepted.
This isin accordance with the structural equation model, where the estimated value of the
cultural variable coefficient is -0.004 with a significance level of 0.48, which means that it
is above the acceptance level of significance of 0.05. Based on the results of data
processing, this hypothesis is not proven to be supported empirically. The support for this
hypothesis is not proven because the level of significance (p) is not in line with expectations.
However, partial results using Residual Test (Ghozali 2018) to test whether culture
moderates the relationship between Comprehensive Management Control System and
Good corporate governance show different results. The negative and significant results
indicate that culture does moderate the relationship between the comprehensive
management control system and good corporate governance.

Discussion

Tabel 2 Hasil Uji Residual
Coefficients®

M Unstandardized Coefficients Standardized t Sig.
Coefficients
B Std. Error Beta
1 (Constant) 14.776 1.223 11.158 .000
CcC -.558 .025 247 -4.271 .000

a. Dependent Variable: Abscgc TS
Sumber: Qutput SPSS(2022)

This finding is in line with the theory of organizational culture, According to Rousseau (1990),
it is not the definitions of culture that vary so widely among organizational researchers, but

its operationalization

Conclusion

The findings in this field illustrate that if the business unit tends to have a results-oriented,
work, professional culture, open system, strict and pragmatic control, then the use of
attributes (control tools) and feedback system mechanisms does not depend on the corporate
culture, but rather depends on the company culture. determined by other factors, because
the corporate culture itself is considered a control mechanism. This can happen because of
the tendency of respondents' answers in this study to show that there are significant
differences in corporate culture in business groups. However, overall respondents consider
that the corporate culture where they work tends to be dimensioned in (1) results which are
characterized by maximum effort in achieving goals and the courage to face challenges.
various risks, (2) jobs characterized by important decisions made more often by individuals
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(centered on superiors), (3) professionals characterized by an emphasis on planning for the
future and emphasizing competence in work, (4) openness which is characterized with
openness in communication to outsiders, (5) tight control which is characterized by timeliness
and efficiency and (6) pragmatic which is characterized by an emphasis on results rather than
procedures.
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Companies are required to continue to follow the trend that is currently busy in the cosmetic
market with the quality standards of the products it produces.Several important factors that
can influence purchasing decisions include product quality, brand image and brand trust.The
purpose of this study was to determine whether product quality, brand image and brand trust
on purchasing decisions for Dior cosmetics in the city of Malang. This research uses
quantitative research. The population of this research is the consumer of Dior cosmetics as
many as 196 respondents using purposive sampling technique. The results of this study indicate
that product quality, brand image and brand trust have a positive and significant effect on
purchasing decisions for Dior cosmetics in the city of Malang.
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Introduction

At the beginning of the emergence of the brand Christian Dior is a fashion brand that produces
clothes by carrying designs with a new style concept that is quite successful in making the
name Dior a fashion brand. Along with the development of the era of globalization, Dior
spread its wings by making beauty products or cosmetics. Cosmetics Dior believes that a
positive image, canincrease women's confidence to work, with the right care and cosmetics,
they can get a better appearance, career and life. The entire range of cosmetics is made from
quality ingredients and proven to be safe. Cosmetics are formulated by pharmaceutical and

beauty experts who present products with the latest innovations.

Companies are required to continue to follow trends that are currently busy in the cosmetics
market with the quality standards of the products they produce, this happens because the
quality of a product determines whether or not the product can penetrate the market, judging
from the phenomenon of problems that then arise if the product produced is the same as
other companies, thus causing competition from several existing companies. Meanwhile, how
to face fierce competition, companies need to compete to market the products produced by
continuing to try to develop creativity and create new innovations between companies
competing with each other to glorify the quality of their products so that the products
produced have good quality and are superior to other companies.

Beauty products or cosmetics are included in self-care products that can increase the
confidence of the wearer, especially women. With the development of the times, cosmetics
have become a very important necessity for a woman. Many women are made not to feel
comfortable with the body and feel less satisfied with the beauty they have, they beginto try

to find a solution by doing treatments to look more beautiful and attractive.

The demand for cosmetics abroad in Indonesia is driven by the increasing trend of women's
needs in caring for themselves. Modern women in this day and age make cosmetics a primary
need. Not only to beautify yourself, the use of cosmetics is also ableto createa new self-image
and life force. Supported by the sophistication of technology in today's era, it is easier for
women to searchfor cosmetics according to their needs. Dior also carries out production using
the latest technology. Dior cosmetic products are produced in accordance with the tropical
climate in Asia, especially Southeast Asia, namely Indonesia. From the beauty trend itself

adheres to the latest trends that existin Japan and Korea.

Maslichah,(2013). Purchasing decision is a person's attitude to buy or use a product in the
form of goods or servicesthat have been believed to satisfy himself and the willingness to bear
the risks that may be caused, according to Kotler & Amstrong (2014) purchasing decisions are
thoughts where individuals evaluate various choices and decide on choices on a product from
so many choices. with a purchase decision, consumers can choose the preferred product and

can make their choice according to their needs.
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Several factors can influence consumers in purchasing a product, usually consumers always
consider quality, and brand image that is already known by the whole society. Purchasing
decisions have a very important role because they can provide benefits for a company in
improving the products being marketed. Consumers before making a purchase decision need
to take into account and consider alternatives to a product, in this cosmetics business can
determine the success or not of a business on the purchase decision in buying a product. The
more consumers who buy Dior cosmetics, the greater the success of Dior cosmetics in the eyes
of consumers

Purchasing decisions are a concept in purchasing behavior where consumers decide to act or
do something and in this case make a purchase or take advantage of certain products or
services (Balawera, 2013). Consumer decision-making is essentially a problem-solving process.
Researchers use this purchase decision variable because the study of purchasing decisions is
still worth researching considering the increasing number of products in circulation resulting
in the need for various considerations for the public in making purchase decisions. Most
consumers, both individual consumers and buyers of organizations go through almost the
same mental processes indeciding what products and brands to buy (Yulindo 2013). Consumer
purchase decisions can be made if the product is in accordance with what consumers want
and need.

Method

Researchmethods are something that is carried out planned and systematically to getanswers
or problem solving to certain phenomena. This research uses a quantitative approach with
survey research methods. The quantitative approach is an approach that is widely required to
use numbers, starting from data collection, interpretation of the data, and the appearance of
the results (Arikunto: 2002).

This study is designed to determine the influence of product quality and brand image on the
decisions of dior cosmetics buyers in malang city through brand trust using a survey method,
where researchers will distribute questionnaires to respondents as a basic data collection tool
to obtain specific information. The results of the responses from respondents will be

anticipated with a 5-point likert scale, from strongly disagreeing to strongly agreeing.

Result

In the discussion section, we will discuss the results of the analysis that has been carried out.
It can be known that some independent variablesaffect dependent variables both directlyand
indirectly through intervening variables with test results using SPSS path analysis. The
explanation of each of the influences of this study is as follows:

1. Effect of Product Quality Variables (X1) on Brand trust (2)
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In this study, it was known that in the product quality variable (X1) the value of the product
quality calculation was 4,035 > 1,972. or a p-value of t is less than a (0.05 < 0.000). So it can
be concluded that the product quality variable (X1) has a positive and significant effect on
brand trust (Z).

When viewed from the coefficient of the product quality path to brand confidence is 0.298.
This means that every increase in the product quality variable by one unit, the brand trust
of the company will increase by 0.298 times if other variables are assumed to be fixed.
This research supports research from Tamara Citra (2016) with the title "Analysis of the
Effect of Product Quality and Brand Image on The Decision to Purchase Continuous Form
Prints through Brand Trust (Study on So Jaya Group Printing, Semarang". The results
showed that the dimensions of product quality have a positive and significant effect on
brand trust.

2. Influence of Brand Image Variables (X2) on Brand trust (2)

In this study, it was found that in the brand image variable (X2) the value of the brand image
calculation was (2.947 > ttabel 1.972) or the p-value t value was smaller than a (0.05 <
0.004). So it can be concluded that the brand image variable (X2) has a positive and
significant effect on brand trust (Z).

When viewed from the coefficient of brand image path to brand trust is 0.217. This means
that every increasein the brand image variable by one unit, the brand trust of the company
will increase by 0.217 times if other variables are assumed to be fixed.

This research supports research from Tamara Citra (2016) with the title "Analysis of the
Effect of Product Quality and Brand Image on The Decision to Purchase Continuous Form
Prints through Brand Trust (Study on So Jaya Group Printing, Semarang". The results
showed that the dimensions of the brand image have a positive and significant effect on

brand trust.

3. Effect of Brand Trust Variable (Z) On Purchasing Decision (Y)
In this study, it was found that in the brand trust variable (Z) the value of the brand trust
calculationis (6.180> ttabel 1.972) or the p-value t value is less than a (0.05 < 0.000). So it
can be concluded that the brand trust variable (Z) has a positive and significant effect on
purchasing decisions (Y).
When viewed from the coefficient of the brand's confidence in purchasing decisions, itis
0.402. This means that every increase in the brand trust variable by one unit, the purchase
decision of dior cosmetics in the city will increase by 0.402 times if other variables are
assumed to be fixed.
This research supports research from Tamara Citra (2016) with the title "Analysis of the
Effect of Product Quality and Brand Image on The Decision to Purchase Continuous Form
Prints through Brand Trust (Study on So Jaya Group Printing, Semarang". The results
showed that the dimension of brand trust has a positive and significant effect on purchasing
decisions.
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4. Effect of Product Quality Variables (X1) on Purchasing Decisions (Y)

In this study, it is known that in the product quality variable (X1) the value of the product
quality calculation is (3.778> ttabel 1.972) or the p-value t value is less than the a (0.05 <
0.000). So it can be concluded that the product quality variable (X1) has a positive and
significant effect on purchasing decisions (Y).

When viewed from the coefficient of the product quality path to the purchase decision is
0.262. This means that every increase in the promotion variable by one unit, the decision
to purchase cosmetics in malang city will increase by 0.262 times if other variables are
assumed to be fixed.

This research supports research from Tamara Citra (2016) with the title "Analysis of the
Effect of Product Quality and Brand Image on The Decision to Purchase Continuous Form
Prints through Brand Trust (Study on So Jaya Group Printing, Semarang". The results
showed that the dimensions of product quality have a positive and significant effect on
purchasing decisions.

5. Influence of Brand Image Variables (X2) on Purchasing Decisions (Y)
In this study, it was found that in the brand image variable (X2) the value of the brand image
calculation was (0.779 < ttabel 1.972) or the p-value value t was smaller than a (0.05 <
0.437). So it can be concluded that the brand image variable (X2) does not have a positive
and significant effect on the purchase decision variable (Y).
The coefficient of brand image path to purchasing decisions is 0.053. This means that every
increase in the brand image variable by one unit, the purchase decision of dior cosmetics
in the city will increase by 0.053 times if other variables are assumed to be fixed.
This research supports research from Tamara Citra (2016) with the title "Analysis of the
Effect of Product Quality and Brand Image on The Decision to Purchase Continuous Form
Prints through Brand Trust (Study on So Jaya Group Printing, Semarang". The results
showed that the dimensions of the brand image have a positive and significant effect on
purchasing decisions.

6. The Effect of Product Quality (X1) On Purchasing Decisions (Y) Through Brand Trust (Z)
From the results of the sobel test where Z =3.39> 1.96 with a significance level of 5%, and
from the results of calculating the coefficient of direct influence of product quality on
purchasing decisions is smaller than the coefficient of indirect influence of product quality
on purchasing decisions through brand trust (0.262 < 0.382) it can be concluded that the
brand trust variable (Z) becomes a mediating variable for the influence of product quality
variables (X1) on purchasing decisions (Y).

From the results of this study, it is known that good product quality has been built by dior
cosmetics in malang city is able to enlarge the influence of product quality on consumers'
purchasing decisions.

This research supports research from Tamara Citra (2016) with the title "Analysis of the
Effect of Product Quality and Brand Image on The Decision to Purchase Continuous Form
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Prints through Brand Trust (Study on So Jaya Group Printing, Semarang". The results
showed that the dimensions of product quality have a significant effect on purchasing
decisions through brand trust.

7. The Influence of Brand Image (X2) On Purchasing Decisions (Y) Through Brand Trust (Z)
From the results of the calculation of the sobel test above, a z value of 2.6600 was obtained,
because the Z value obtained was 2.66 > 1.96 with a significance level of 5%, and from the
results of the coefficient of the path of direct influence of the brand image on purchasing
decisions was smaller than the coefficient of indirect influence of brand image on
purchasing decisions through brand trust (0.053 <0.140) it can be concluded that the brand
trust variable (Z) is a mediation variable for the influence of the influence of the brand
image on purchasing decisions through brand trust (0.053 < 0.140) it can be concluded that
the brand trust variable (Z) is a mediation variable for the influence of brand image brand
image variable (X2) to purchasing decision (Y).

Discussion

From the results of this study, it is known that a good brand image has been built by dior
cosmetics in the city of Malang is able to enlarge the influence of brand image on consumers'
purchasing decisions. In addition to seeing an attractive brand image, it turns out that
respondents pay attention to the brand trust that is built, the better the brand image that is
built or formed, the more the purchase decision will increase.

This research supports research from Tamara Citra (2016) with the title "Analysis of the Effect
of Product Quality and Brand Image on The Decision to Purchase Continuous Form Prints
through Brand Trust (Study on So Jaya Group Printing, Semarang". The results showed that
the dimension of brand image has a significant effect on purchasing decisions through brand
trust.

Conclusion

Based on the results of researchand analysisthat has been carried out regarding the influence

of product quality and brand image on purchasing decisions through the trust of dior

cosmetics brands in malang city, the following conclusions can be drawn:

1. Product Quality Has a Positive and Significant Effect on the Trust of the Dior Cosmetics Brand
in Malang City.

2. Brand Image Has A Positive And Significant Effect On The Trust Of Dior Cosmetics Brand In
Malang City.

3. Brand Trust Has a Positive and Significant Effect On The Decision To Buy Dior Cosmetics In
Malang City.

4. Product Quality Has a Positive and Significant Effect on the Decision to Buy Dior Cosmetics
in Malang City.
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5. Brand Image Does Not Have A Positive And Significant Effect On The Decision To Buy Dior
Cosmetics In Malang City.

6. Brand Trust Is Able to Mediate the Influence of Product Quality on the Purchasing Decision
of Dior Cosmetics in Malang City.

7.Brand Trust Is Able To Mediate The Influence Of Brand Image On Dior Cosmetics Purchasing
Decision In Malang City.
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ABSTRACT

The impact of the COVID-19 pandemic has been felt by micro, small, and medium enterprises
in food and beverage products in Jambi City. The pandemic caused a decline in income and
community welfare as well as regional economic growth. To avoid the negative effects of an
even greater pandemic, by using digital technology, in the current digital 4.0, is developing
very rapidly. Seeing the prolonged COVID-19 phenomenon, researchers are interested in
examining whether the importance of using social media affects the performance of food and
beverage small and medium enterprises in Jambi City with digital creativity as an intervening.
The results of the Path Analysis found that the importance of using social media did not have
a significant effect on digital creativity, then digital creativity had a significant effect on the
performance of MSMEs and interests, the use of Social Media did not significantly affect the
performance of MSMEs. Analysis of the indirect effect found a z value of -1.343, and smaller
than 1.96, it means that digital creativity does not mediate the influence between the interests
of using social media on the performance of MSMEs for Food and beverage products in Jambi
City in the era of the COVID-19 pandemic.
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Introduction

The Corona Virus Disease 2019 (COVID-19) pandemic which was endemic at the end of 2019
has changed the social life of the community and the national development planthat was set
by the government before the pandemic took place. The pandemic, which is still ongoing and
it is not clear when it will end, is a challenge for the government that must be resolved
properly and quickly, so as not to disrupt the government's program in an effort to stabilize
the national economy after being hit by the 1997 monetary crisis and the 2008 financial crisis.

The negative effects of the COVID-19 pandemic are not only felt by large-scale business
players but also by MSMEs in Indonesia. Utami (2021) stated that expressing the company
aspect, this pandemic has disrupted the performance of companies, especiallythose engaged
in the trade, transportation, and tourism sectors. The social distancing policy which was later
changed to physical distancing and working from or at home had an impact on the declinein
company performance which was then followed by termination of employment. There are
even some companies that went bankrupt and finally chose to close their business.
Meanwhile, the impact of the Covid 19 pandemic on the MSMEs sector in the aspect of
people's consumption and purchasing power, this pandemic caused a lot of workers to
decrease or even lose their income, thus affecting the level of consumption and purchasing
power of the community, especially those in the informal worker category and daily workers.

The impact of the COVID-19 pandemic that was felt directly or indirectly by MSMEs actors
was a decrease in sales, capital difficulties, raw material difficulties due to the PSBB, and even
many business actors did not produce and even close. In addition, the issue of business
development of MSMEsactors is constrained due to the main sectors supporting MSMEs such
as tourism, trade and others which are also affected by the COVID-19 pandemic. (Bahtiar &
Saragih, 2020) Pointing out the MSME aspect, the existence of this pandemic has caused a
decline in performance from the demand side (consumption and purchasing power of the
people) which ultimately has an impact on the supply side, namely termination of
employment and the threat of default in credit payments. SMEs said there were around
37,000 MSMEs who reported that they were very seriously affected by this pandemic, which
was characterized by around 56 percent reported a decline in sales, 22 percent reported
problems in the financing aspect, 15 percent reported problems with distribution of goods,
and 4 percent reported difficulties to get raw materials. The problems above are also
increasingly widespread if they are associated with the existence of policies.

Saturwa et al, (2021) stated that the most dominant type of business product and most widely
by MSME actors is retail trading such as selling basic necessities, pulses, clothing, and so forth
with a percentage of 35.9 percent. The second type of business that is most in demand by
MSME actors is providing food and beverages with a percentage of 20.9 percent. The third is
service products by 16.5 percent. The fourth is food production by 16.0 percent. The fifth is
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the processing industry with 4.9 percent. The sixth, there are handicraft products or works of
art by 3.9 percent. And the seventh is agricultural, plantation and livestock production with a
percentage of 1.9 percent. MSMEs that are able to survive in the midst of this COVID-19
climate include MSMEs that are already connected to the digital ecosystem by utilizing the
existing marketplace in Indonesia. And MSMEs that are able to survive in the era of the covid-
19 pandemic are MSMEs that are able to adapt their business with innovative products, for
example, those that previously sold bags and clothes products then changed their products
to selling cloth masks. Other industries that are able to survive during the COVID-19 pandemic
are industries related to meeting basic needs including electricity, clean water, agriculture,
animal husbandry, plantations, fishery, automotive and banking.

Utami (2021) argued that the government's efforts to help MSMEs in the midst of the Covid-
19 pandemic are through two government institutions, namely the ministry of cooperatives
and small and medium enterprises and the ministry of industry. The ministry of cooperatives
has provided at least three stimulus for MSMEs during this pandemic to maintain the
continuity of MSME activities, there are leniency in loan payments, six months MSME tax
relief, and cash transfers for micro-scale businesses. While the ministry of industry plans to
provide loans with low interest rates (lower than the interest rate for micro enterprises) to
small and medium-sized enterprises, the ministry also connects MSME players with online
technology shops to help market and sell MSME products such as tokopedia, shopee, and
blibli. They collaborate with local industries that provide raw materials for the production of
MSMEs, and collaborate with the ministry of foreignaffairsand industry to continue the trade
negotiation process and exporting products that is produced by Indonesian MSMEs.

To re-enhance the role of MSMEs for the national economy, the government needs to
encourage the growth and development of MSMEs by optimizing the use of social media and
developing digital creativity for business actors. Nasrullah (2016) pointed that social media is
a digital media where social reality occurs and the space-time of its users interaction. The
values that exist in society and the community also appear in the same or different forms on
social media is currently the most effective and efficient medium as a means of
communication and business activities during the COVID-19 pandemic and is the right
strategy to encourage MSMEs become a productive sector that is able to encourage an
increase in people's income and regional economic growth.

Mokhtar et al (2016) argued that the ability to use social media and digital technology by
MSME actors has many benefits, one of which is to facilitate instant exchange of information
between interested stakeholders as well as stimulate efficiency and help solve problems in
MSME development. The use of social media is considered to have a positive impact on a
business, in particular it can reduce considerable marketing costs and improve good
relationships with customers. (Dedi Purwana, 2017) explained that the use of digital
technology-based marketing concepts (digital marketing) provides great hope for MSME
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actors to be able to develop into economic powerhouses, Micro, Small and Medium
Enterprises (MSMEs) play an important role in encouraging an increase in Indonesia's
economic growth rate, especially in creating employment and household empowerment that
supports household income in the midst of an economic deceleration.

Therefore, the researchers were interested to investigate the interests of social media users
and their influence on the performance of MSMEs for Food and Beverage products in Jambi
City which are affected by the COVID-19 pandemic with the Intervening variable digital
creativity)" with the problem formulation as follows:

1. Is there any direct impact of the importance of using social media on the digital creativity
of food and beverage product MSME actors in Jambi City during the covid-19 pandemic?

2. Is there any direct effect of the digital creativity of food and beverage MSME actors on the
performance of MSMEs in food and beverage products in Jambi City during the covid-19
pandemic?

3. Is there any direct impact of the importance of using social media for MSME actors on the
performance of MSMEs in food and beverage products in Jambi City during the covid-19
pandemic?

4. |s there any direct effect of the importance of using social media for MSME actors on the
performance of MSMEs in food and beverage products in Jambi City during the covid-19
pandemic through digital creativity variables for MSME actors?

Method

This researchwas designed in the form of a case study with the initial procedure starting from
preparation in the form of a literature study and initial observations followed by the stages
of data collection, tabulation, processing, data analysis and report preparation. The sampling
technique was non-probability sampling with the Accidental sampling method with a research
sample of 64 MSME actors in food and beverage products in Telanaipura District, Jambi City
and all of them directly became the research sample.

The instrument in this study has four variables. There are the importance of using social
media, digital creativity and MSME performance, which are described as follows: First, the
importance of using social media according to Wayne Buente and Alice Robbin in Fitra et.all
(2021), the indicator is to obtain online information ( X1.1), for fun and spending time (X1.2),
for online communication (X1.3), and for online transactions (X1.4); Second, digital creativity
according to Mokhtar (2015) with indicators of being able to develop new applications (Z1.1),
able to run business development applications (Z1.2), able to implement to improve the
distribution of goods and services (Z1.3), able to run to build interaction with consumers
(21.4), able to use it to strengthen the company's image (Z1.5), able to use it for expansion in
the market (Z1.6) and ableto use it for communication and business promotion media(Z21.7);
Third, the performance of SMEs according to Lorraine (2014) the indicators are reducing
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original selling costs (Y1.1), new market opportunities (Y1.2), increasing competitive
advantage (Y1.3), increasing profits (Y1.4), and increasing market growth (Y1.5).

The data analysis in this study used descriptive analysis to determine the characteristics of
MSME actors, then quantitative analysis is used to determine the effect of the independent
variable and the dependent variable. To analyze the direct and indirect effects, path analysis
with the equation structure of the path diagram is used, the independent variable is the
interests of Social Media users (X), the Intervening digital creativity variable (Z) and the
dependent variable is the performance of MSMEs (Y). To see the direct effect, namely with
the equation: Z=a+bX+el (equation of the first sub-structural path), Y=a+bX+bZ+e, (equation
of the second sub-structural path), then to see the indirect effect of X on Z through Y simply
is as follows: XBIZRY: (pzx), (pyz) where the direct effectis obtained from the beta value, while
the indirect effectis obtained by Sobel analysis (sobel test).

Result

The characteristics of the actors from 64 MSMEs in food and beverage products in this study
can be mentioned as follows. First, there were 20% of dry food businesses such as cramps,
chips, fried noodles, and crackers. Second, there were 28% of snacks such as various types
like cakes, fried foods, pempek, toast, and so forth. Third, there were 25% of beverage
businesses such as ice, sum-sum porridge ice, coconut ice, cane ice, bottled drinks and so
forth. Fourth, there were 27 % of heavy food businesses such as meatballs, satay, homemade
food, fish ball, and so forth (see appendix 1). There are types of social media applications such
as WhatsApp, Facebook, Instagram, Twitter, and You tube) that are used by SMEs for Food
and Beverage products in Business Management. There are 12 people using 4 types of Social
Media applications, 12 people using 3 type of social media application, 22 people use 2 types
of Social Media application and 18 people use 1 type of social media application in business

management (see figure 2).

The test results of the direct effect path analysis of the interests of using social media (X) on
digital creativity (Z) of food and drink products during the COVD-19 pandemic as shown in
(Appendix Table 1, Table 2 and Figure 3). It can be obtained the level of influence of the
interests of Social Media users on digital creativity XBZ is -0.342 and it was not significant
because t-sig 0.121 > 0.05. The influence of business actors' digital creativity on the
performance of MSMEs ZRY was 0.187 and was significant with a t-sig value of 0.029 <0.05
while the influence of the interests of Social Media users on the performance of MSMEs XEY
was 0.215 also not significant because the t-sig value is 0.215 > 0 ,05. Z value is used to test
the indirect effect of the independent variable on the dependent variable through the
intervening variable. The results of the sobbel test analysis showed that the z value was -
1.343, and was smaller than 1.96 at the 0.05 level of significance. These results proved that
digital creativity was not able to mediate the relationship between the importance of using
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social media on the performance of MSMEs in food and beverage products in Jambi City in
COVD-19 pandemic.

The results of the study stated the importance of using social media did not have a significant
direct effect on the digital activities of SMEs in food and beverage products in Jambi City. On
the contrary, the function and role of social media has been used rapidly by the business
competitors (Pradiani, 2018) MSMEs are able to develop social media to produce new
innovations will be able to compete in national and international markets, and not be
oppressed in the current era of increasingly fierce competition. The benefits of social media
for MSME actors in the era of the COVID-19 pandemic which is still endemic are very
important, because at this time we are in the age of social media, which has filled almost all
areas of human life. The benefits of Social Media are not only limited to access to
communication and information, but have penetrated the economic, social, entertainment,
and security sectors so that all these activities will be more efficient and gain many benefits.

The results of the study are known to have a significant effect on the digital creativity of
business actors on the performance of MSMEs in food and beverage products in Jambi City,
illustrating where at this time the ability of MSME actors to develop digital creativity is good
and has been able to encourage wider interaction and communication relationships between
MSMEs and the market and consumer. Kotler & Keller, (2008) stated that if information on
various products is already available on social media, it will make it easier for consumers to
order, through the use of digital creativity, it means that business actors follow the flow of
digitalization developments. By switching to digital media, communication and transactions
can be carried out at any time and consumers will be able to access MSME products. The
development of innovation also aims to achieve community engagement, so that people
engagementin the business will lead to greater profit creation.

Discussion

The results of the study found that the direct influence of digital creativity on the performance
of MSMEs was positive 0.187 while the indirect influence value was negative (0.343), so that
the model stated that the mediation was inconsistent because it was opposite and there was
no mediating effect between the interests of using social media on the performance of MSMEs
for food and beverage and drinks through digital creativity. These results are not in line with
(Becker et al., 2015) where the conclusion of his research suggests that the use of social media
and the development of digital creativity will be able to affect business success up to 78%.

The importance of using social media canalso be a productive medium for MSMEs information
so that digital creativity that develops will be able to encourage MSME performance
(Febriyantoro & Arisandi, 2018) pointed that the use of digital technology has advantages,
namely 1). Actors can set business targets to be achieved according to demographic
conditions, domicile, lifestyle, and consumer habits; 2. Quick results are known so that
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marketers can take corrective action if something is not right; 3. It is much cheaper cost than
conventional marketing; 4. It has wider coverage because it is not geographically limited; 5.
The product can be accessed at any time not limited by time; 6. The results of online purchases
can be measured well; 7. The campaign can be personalized; 8. The MSMEs actors can engage
or reach consumers because communication occurs directly and intwo directions.

Conclusion

From the results of the study, the conclusions of the study were formulated as follows:

1. The importance of using social media did not have a direct significant effect on digital
creativityin MSMEs in Food and Beverage Products during the COVID-19 pandemic in Jambi
City.

2. Digital creativity of MSME actors has a direct significanteffect on the performance of MSME
Food and Beverage Products in the Era of the COVID-19 pandemic in Jambi City.

3. The importance of using Social Media did not have a direct significant effect on the
performance of MSMEs in Food and Beverage Products in the Era of the COVID-19
pandemic in Jambi City.

4. Digital creativity did not mediate the indirect influence of the importance of using social
media on the digital creativity of SMEs for food and beverage products during the COVID-
19 pandemic era in Jambi City.
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ABSTRACT

This study aims to determine the effect of work motivation on organizational commitment, the
influence of human resource information systems on organizational commitment, the effect of
job satisfaction on organizational commitment, the effect of work motivation on performance,
the effect of job satisfaction on performance, the effect of organizational commitment on
performance, the influence of motivation work with employee performance mediated by
organizational commitment, and the influence between job satisfaction and employee
performance mediated by organizational commitment. This study's population are employees
working at the Business Wisdom Institute (BWI). The number of samples is 100 respondents.
The results showed that there was a significant (positive) effect on work motivation on
organizational commitment, there was no significant (positive) effect on IS-HR on
organizational commitment, there was a significant (positive) effect on job satisfaction on
employee organizational commitment, and there was no significant effect. On Work
Motivation on Employee Performance, there is no significant effect on SI-HR on Employee
Performance; there is a significant (positive) effect on Job Satisfaction on Employee
Performance, there is no significant effect on Organizational Commitment on Employee
Performance, there is no significant effect on Work Motivation with Employee Performance
mediated by Organizational Commitment, there is no significant effect between SI-HR and
Employee performance mediated by Organizational Commitment, there is no significant effect
between Job Satisfaction and Employee Performance mediated by K Organizational
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Introduction

Maximum performance is the main goal of a company that wants to increase profits through
the performance of its employees in various ways and programs that are considered aligned
with company goals. As a source of lifein the company, employees must be cared for properly.
One way to pay attention and continue to retain the best employees is to know what things
can affectthem, one of which is regarding employee performance. This is so that the company
can achieve maximum profit targets.

Method

The research approach is the design, guideline or reference for research that will be carried
out by researchers. This study uses a quantitative approach with survey research methods.
Quantitative approach is an approach that is required to use numbers, starting from data
collection, interpretation of the data, and the appearance of the results.

Result

The results showed that there was a significant (positive) effect on work motivation on
organizational commitment, there was no significant (positive) effect on IS-HR on
organizational commitment, there was a significant (positive) effect on job satisfaction on
employee organizational commitment, and there was no significant effect. on Work
Motivation on Employee Performance, there is no significant effect on SI-HR on Employee
Performance, there is a significant (positive) effect on Job Satisfaction on Employee
Performance, there is no significant effect on Organizational Commitment on Employee
Performance, there is no significant effect on Work Motivation with Employee Performance
mediated by Organizational Commitment, there is no significant effect between SI-HR and
Employee Performance mediated by Organizational Commitment, there is no significant effect
between Job Satisfaction and Employee Performance mediated by Organizational
commitment.

Discussion

The factors used by the Business Wisdom Institute (BWI) to keep up with the changing times
in order to be able to survive in the midst of increasingly fierce competition, namely the
digitalization era, and how to retain employees who have a (decent) competitive advantage
so far have gone well. Only a few factors are not consistent with previous research. This
difference in results does not prove that previous research is better, but good research is
research that is taken from the actual situation (reality), and research that is able to provide
new developments. Several factors are weaknesses in this study, such as in Hypothesis 2 (SI-
HR has no significant positive effect on employee organizational commitment), Hypothesis 4
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(Work motivation does not have a significant positive effect on employee performance),
Hypothesis 5 (SI-HR has no positive effect on employee performance). significant effect on
employee performance), Hypothesis 7 (Organizational commitment has no significant positive
effect on employee performance), Hypothesis 8 (Work motivation has no significant positive
effect on employee performance mediated by organizational commitment), Hypothesis 9 (SI-
HR has no significant positive effect on employee performance). employees mediated by
organizational commitment), and Hypothesis 10 (Job satisfaction has no significant positive
effect on employee performance mediated by organizational commitment) will be a challenge
for the Business Wisdom Institute (BWI) to pay more attention to and improve what are the
weaknesses of the company.

Conclusion

1. There is a significant (positive) effect on work motivation on organizational commitment at
the Business Wisdom Institute (BWI). The effect given is 2.443. While the most dominant
indicators for forming Work Motivation are "Company supervision is not strict but | obey
the applicable regulations", "I am proud to work in this company", and "l get financial
guarantees in the form of bonuses and incentives as anincentive to work".

2. There is no significant (positive) effect on IS-HR on Employee Organizational Commitment
at the Business Wisdom Institute (BWI). The effect given is -0.364. Meanwhile, the most
dominant IS-HR forming indicator is “The Human Resources Information System application
program is always ready to be used”.

3. There is a significant (positive) effect on job satisfaction on employee organizational
commitment at the Business Wisdom Institute (BWI). The effect given is 3,069. While the
most dominant forming indicator of Job Satisfactionis "l feelin accordance with my current
job".

4. There is no significant effect on Work Motivation on Employee Performance at the Business
Wisdom Institute (BWI). The effect givenis 0.646. Meanwhile, the most dominant forming
indicators of Work Motivation have been explained in point 1.

5. There is no significant effect on IS-HR on Employee Performance at the Business Wisdom
Institute (BWI). The effect given is -1.755. Meanwhile, the most dominant IS-HR forming
indicators have been explained in point 2.

6. There is a significant (positive) effect on job satisfaction on employee performance at the
Business Wisdom Institute (BWI). The effect given is 7.704. While the most dominant
forming indicators of Job Satisfaction have been explained in point 3.

7. There is no significant effect on Organizational Commitment on Employee Performance at
the Business Wisdom Institute (BWI). The effect given is 0.215. Meanwhile, the most
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dominant indicator of Organizational Commitment is “I don't want to move to another
place of work”.

8. There is no significant effect between Work Motivation and Employee Performance
mediated by Organizational Commitment at the Business Wisdom Institute (BWI). The
direct effect given is 0.260 and the indirect effect is 0.0014 and the total effect is 0.2614.
While the most dominant forming indicators of Work Motivation have been explained in
point 1, while the most dominant forming of Employee Performanceis "l always work every

n

day".

9. There is no significant effect between IS-HR and Employee Performance mediated by
Organizational Commitment atthe Business Wisdom Institute (BWI). The directeffect given
is -0.042 and the indirect effect is -0.0043 and the total effect is 0.0085. While the most
dominant IS-HR forming indicators have been explained in point 2, while the most
dominant Employee Performance has been explained in point 8.

10. There is no significant effect between Job Satisfaction and Employee Performance
mediated by Organizational Commitment at the Business Wisdom Institute (BWI). The
direct effect given is 0.660 and the indirect effect is 0.0237. While the most dominant
forming indicators of Job Satisfaction have been explained in point 3, while the most

dominant Employee Performance has been explained in point 8.
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ABSTRACT

This research is motivated by the author's curiosity about student achievement at SMA Plus
Kopi Colol which is a "role model" for other schools in East Lamba Leda District, where this
school is located. Researchers suspect learning achievement at SMA Plus Kopi Colol is
influenced by learning motivation, learning style and a good learning environment. This study
aims to determine the effect of learning motivation on learning achievement, the effect of
learning style on learning achievement and the influence of the learning environment on
learning achievement. This research is quantitative descriptive. The population of this research
is class XI SMA Plus Kopi Colol totaling 171 students. The samples taken were 48 students. The
sampling technique is purposive sampling. Collecting data by using a questionnaire. The
analytical technique used is multiple linear regression analysis and this study uses the SPSS for
Windows 21.0 statistical analysis tool. The results showed that learning motivation had a
positive and significant effect on learning achievement as indicated by the regression
coefficient value of 0.884. Learning style has a positive and significant effect on learning
achievement which is indicated by the regression coefficient value of 0.482. The environment
has a positive and significant effect on learning achievement which is indicated by the
regression coefficient value of 0.350. Learning motivation, learning style and environment
simultaneously have a positive and significant effect on learning achievement in class XI
students of SMA Plus Kopi Colol.
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Introduction

Education is very influential in human life. In the Preamble to the 1945 Constitution, one of
the goals of education is to educate the life of the nation and state. The factors that affect
student achievement are so many that they are classified into these factors. According to
(Mulyasa, 2013) there are several things that affect learning achievement can be grouped into
four, namely: “(a) the material or material being studied; (b) environment; (c) instrumental
factors; and (d) the condition of the students. These factors, either separately or together,
make a certain contribution to the learning achievement of students.

Student learning achievement is the main target to be achieved by educational institutions. As
an educational institution, SMA Plus Kopi Colol has a main target in terms of learning
achievement for all students. This can be seen from the various achievements that are often
achieved by students at SMA Plus Kopi Colol. Although it was founded in 2010 this high school
is an outstanding school in East Manggarai district. Achievements can not be separated from
student achievement and the hard work of educators. Every time there is a quiz competition
at the sub-district and district level, SMA Plus Kopi Colol students get first, second and third
place for all subjects.fact, this school is used as a “role model” for other schools in the East

Lamba Leda sub-district, where this school islocated.

Embedded in the facts above is the reason the researcher wants to conduct research at SMA
Plus Kopi Colol. The author suspects that student achievement in this school is influenced by
high student motivation, learningstyles and an environment that is conducive to learning.The
author's assumption is supported by the following facts that the author found at the SMA Plus
Kopi Colol school.

Regarding learning motivation, SMA Plus Kopi Colol students have shown high motivation in
learning. This can be seen clearly from a great desire to learn. Students love the extra lessons
in the afternoon that the school recommends. On such occasions they try to ask the teacher
for material that has not been understood. In addition, the students also like practicum
activities and other training outside school hours such as the practice of processing coffee
from land processing, nurseries, rejuvenation until the coffee is ready to be marketed. Other
training also includes sports, music, arts and dance activities. There is also the fact that
students have high hopes and aspirations to succeed. This can be seen from the willingness to
continue studies at various universities through scholarships and achievements. To achieve
these expectations, students try their best to take additional lessons and even take the

initiative to ask the teacher about the difficulties experienced in learning.

Regarding learning styles, Sternberg quoted (Santrock, 2012) states that "learning and
thinking stylesare not abilities, but the preferred way to use or utilize one's abilities."
Researchers found the fact that there were many students of SMA Plus Kopi Colol who
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preferredlearning activities by way of practice and demonstration. For students, such learning

activities can absorb material comfortably so that they remember the lesson easily.

Regarding the learning environment, Niranjan Banik, et al said that the influence of the
environment is closely related to the reciprocal relationship between students and students,
students and teachers in an educational environment. These transactional relationships play
an important role in the world of education (Niranjan Banik, Adam Koesoemadinata, Charles
Wagner, Charles Inyang, 2013). Researchers found the fact that students studying at SMA Plus
Kopi Colol had a good and conducive learning environment. The social environment in which
this school stands provides comfort in learning in the form of good motivation from parents
and teachers, a quiet and clean school environment, adequate stationery, and the availability
of learning facilities. Although educational facilities and infrastructure are not as complete as
in schools in urban areas, educators and the community around these schools always provide
support and maintain conduciveness to student learning activities. In addition, researchers
also found the fact that most of the people in this area make a living as coffee farmers with

low incomes.

Nevertheless, parents always support their children to study, because in general in remote
areas, after school hours, children are obliged to help their parents with their work. Different
facts in this area. Parents support their children to learn, both during the learning process and
outside of learning hours. Likewise, educators who have a great desire to help and motivate
students in learning. There are many teachers who teach free to students. The school also
works with parents to provide support for students who want to enter level XI and Xll so that
they can choose dormitories that are close to the school environment. The goal is for students

to concentrate more on studying and take additional lessons in the afternoon.

Research conducted by Muhammad Miftah Farid (Farid, 2014) entitled 'The Influence of
Learning Motivation, Learning Style, and Learning Environment on Economic Learning
Outcomes at SMA Negeril Wringinanom Gresik. The results of the study show that these three
things have a positive and significantimpact on learning outcomes. However, the results are
different from the researchconducted by Hamsar (Hamsar, 2017) with the title: "The influence
of learning styles on the learning outcomes of class IX students in the Natural Sciences subject
at Madrasah Tsanawiyah Alauddin Pao-Pao".the factsdescribed above, the writeris interested
in studying more deeply about, "The Influence of Learning Motivation, Learning Style and
Environment on Student Achievement in Class XI SMA Plus Kopi Colol, East Lamba Leda

District, East Manggarai Regency, East Nusa Tenggara.”

Learning Motivation

Mc. Donald and Oemar Hamalik stated that motivation isa change in energy in a person which
is characterized by the emergence of "feelings" and is preceded by a response to the existence
of goals (Donald & Hamalik, 2013). According to Winkel in Darsono motivation is the overall
psychic driving force in students that causes learning activities and gives direction to activities
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learning, in order to achieve learning objectives (Darsono, 2000). Motivation is defined as a
process that describes the intensity, direction, and persistence of an individual to achieve his
goals. Robbins, (2008).

According to Sardiman (2009) states that motivation functions as a driving force for every
activity that is carried out. Determine the direction of action towards the goal to be achieved.
Thus, motivation can provide direction and activities that must be carried out in accordance
with the formulation of its objectives. According to Uno (2008) the achievement motive is the
motive to succeed in doing a task or job, the motive to obtain perfection. In this case, it is the
drive to achieve the ideal self. Motivation when associated with learning, in this case is
achievement, it will describe the drive for different achievements in a person. A person's
achievement motivation can be studied physically, when someone has an achievement drive,
there will be a tendency for differences in attitudes towards a positive direction to achieve
certain goals.

Rahmat (2010) states that to achieve success, achievement motivation is very necessary. In
other words, achievement motivation is having the desire to be the best. Without the desire
to be the best, it will cause someone to do something carelessly or carelessly. Work from work,
business from business, and learning from learning. For this reason, it is necessary to have
achievement motivation, which is to always try to work with the best possible results, not
carelessly, not random, or just being there. Because that's the only thing that makes everyone

able to survive in the midst of increasingly fierce competition.

According to Uno (Uno, 2007) the nature of learning motivation is internal and external
encouragement to students who are learning to make changes in behavior, generally with
several indicators or supporting elements, namely as follows :

The existence of desire and desire to succeed.

There is a drive and a need for learning.

There are hopes and aspirations for the future.

There is an appreciation in learning.

There are interesting activitiesin learning.

The existence of a conducive learning environment, thus enabling a student to learn well.

S T o

Previous research conducted by Frandy Pratama, Firman, and Neviyarni (2019) showed that
there was an influence of learning motivation on learning outcomes. Meanwhile, Irvan
Zulpadri and Elvina Safitri (2019) said that learning motivation has a significant influence on
learning achievement. At the same time, Desi Patulak (2019) also found similar results that
learning achievement motivation has a positive and significant influence on learning
achievement of .
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Learning Style

Learning styles according to De Porter and Henarcki (2000) there are two main categories of
how we learn, namely first, how we absorb information easily (modalities) and second, how
we organize and process that information (brain dominance). A person's learning style is a
combination of how he absorbs, and then organizes and processes information. In addition,
the learning style is also the way a person obtains information in the most comfortable way
and provides the opportunity for the person to remember the information as new knowledge
(Rose & Nicholl, 2006). Learning style is a convenient way of obtaining and remembering

information.

Meanwhile, according to Nasution that learning style or learning style is the way students
react and use the stimuli they receive in the learning process (Nasution, 2013). That learning
style is a reaction caused as a result of the stimuli given during learning. Based on the
understanding of learning styles above, it can be concluded that learning styles are the way
students receive, capture and process information in the learning process.

Nasution (2013) explains three aspects of learning style indicators:

1. Knowing the characteristics of visual learning styles, with instruments including people who
like to talk quickly, always pay attention to lessons in detail, including people who like to
pay attention to appearance before making a presentation, easier to remember which is
seen rather than listening to explanations, prefers to read books by themselves rather than
being read, prefers demonstrations to lectures when the teacher explains the subject
matter and prefers to answer questions briefly.

2. Knowing the characteristics of auditory learning style, with instruments including talking to
myself when I'm doing assignments. Disturbed by noise when studying, likes to read aloud
and listen while studying, can explain to friends who don't understand it, and includes
people who can imitate anyone's voice.

3. Knowing the characteristics of the kinesthetic learning style, with instruments including
preferring to speak slowly, preferring to pull a friend's hand when they need help, likes
talking to friends at a close distance, including people who like to do things with a lot of
motion, prefer to learn with way of practice; including people who do not like to wait by
sitting still for a long time, like to get lost if they have never been to the area, and writing
is difficult for people to understand (bad).

The research findings of Joenita Darmawati (2013) show that it concludes that there is a
significant effect of motivation on student achievement and the significant effect of learning
style on learning achievement. Setiana (2020) found that there is an influence of learning style
with achievement students significantly and relationship pattern unidirectional. Ibnu R.
Khoeron (2014) also found the same thing, namely learning style had a significant effect on
learning achievement. Meanwhile, Hamsar (2017) found the opposite, namely that there was
no significant effect of learning style on student learning outcomes.
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Learning Environment

Dalyono (2007) suggests that "The learning environment is a place where learning activities
take place that get external influences on the sustainability of these activities. The
environment which is a source of learning has an influence in the learning process. The
environment in a narrow sense is the natural surroundings outside the individual or human
being. The environment includes all materials and stimuli inside and outside the individual,
both physiological, psychological, and socio-cultural. Meanwhile, according to Muhammad
Saroni (2006) the learning environment is everything related to the place where the learning
process is carried out. This environment includes two main things, namely the physical
environment and the social environment, the two aspects of the environment in the learning
process must support each other, so that students feel at home in school and want to follow
the learning process consciously and not because of pressure or coercion".

Slameto (2010) The indicators of the learning environment are as follows:

The state of the school where the study is located.
Teacher teaching methods.

Condition of school buildings and school facilities.
The relationship between students and teachers.
Implementation of school rules.

association.

N o us DN e

Parent participation.

The findings of Nisa Fadlilah (2018) and Zeni Nur Atiya, Drs. Sujiran, M.Pd, Dian Nurul Safitri,
M.Pd (2020) there is an influence of the Learning Environment on Student Achievement.

Learning Achievement

Suwarkono et al said that "Learning achievement is the learning achievement achieved by
students after studying (Suwarkono et al, 2008: 68)." In this case the learning outcomes in
question are the results of daily tests obtained by students, this is reinforced by Abdul Kadir
who stated that, "Learning achievement is one measure of the success rate of students after
undergoing the learning process (Kadir, 2005: 223)." This success is usually measured within a
certain period of time, for example several meetings, a quarter or semester even after
graduating at the final level. Learning achievement can provide progress for a student after
getting subject matter that has been taught at school, as stated by Rahim (2010: 80) which
states that, "Learning achievement is a positive effort he does so that his knowledge changes
towards progress after receiving subject matter."

From the description above, it can be concluded that learning achievement is the mastery of
knowledge and skills developed in the field of study obtained through the student's business
process in the active interaction of the subject with his environment which can be seen from
student learning outcomes.
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Nasution, S (1987) suggests that learning achievement is said to be perfect when it meets
three aspects, namely cognitive, affective and psychomotor. These three aspects are
indicators for evaluating student achievement. These three aspects are described this.

1. Cognitive Aspect. Things that are considered from the cognitive aspect include knowledge,
understanding, application and analytical skills. This can be seen clearly from the ability to
explain and define verbally the material that is absorbed by students. can then put forward
concrete examples, conclude the material, have critical reasoning on the material received,
and be able to classify and generalize the material being studied.

2. Affective Aspect. As an indicator of learning achievement, affective aspects include
attitudes shown by students during the learning process. In its application, children who
excel will bring up the attitude of receiving material well, responding, respecting others,
able to work in teams and able to show strong character in daily activities.

3. Psychomotor aspects which include physical skills that are raised by students during the
learning process. Students are said to have achieved good performance and are able to
coordinate the movements of the hands, eyes, feet and other body parts well.

COCEPTUAL FRAMEWORK AND HYPOTHESES

This conceptual framework is a conceptual model of how theory relates to various factors that
have been identified as important issues. Theoretically it is necessary to explain the
relationship between the independent variable and the dependent variable. Based on the
literature review and previous research, a conceptual framework of the research can be drawn
up as can be seen in Figure 1. Here, learning motivation, learning style and learning
environment are independent variables, while learning achievement is the dependent
variable.

Figure 1 Research conceptual framework
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The hypotheses in this study can be described as follows:

H1: Learning motivation has a positive and significant effect on learning achievementin class
X| students of SMA Plus Kopi Colol.

H2: Learning style has a positive and significant effect on learning achievement in class XI
SMA Plus Kopi Colol.

H3: The learning environment has a positive and significant effect on learning achievement
in class Xl students of SMA Plus Kopi Colol.

H4: Learning motivation, learning style and environment simultaneously affect the learning
achievement of Class Xl students of SMA Plus Kopi Colol on learning achievement of
students of class XI SMA Plus Kopi Colol.

Method

Types of Research, Population, Sampling Techniques, Research Samples and Data Analysis
Techniques

This research is a causal associative study using a quantitative approach. This study analyzes
the effect of learning motivation, learning style and environment on student achievement in
Class XI SMA Plus Kopi Colol, East Manggarai. The data used is quantitative primary data
through an instrument in the form of a questionnaire taken directly from the field. The
research population was 171 students of class XI SMA Plus Kopi Colol. The samples taken were
48 students. The sampling technique is purposive sampling. The analysis technique used is
Windows 21.0 analysis.

Fulfillment of Assumptions and Multiple Linear Regression Analysis

Before conducting multiple linear analysis, there are several assumptions that must be met if
the research data is quantitative primary data, including: The research instrument must be
valid, the respondent's answers must be reliable, the data are normally distributed, there is
no multicollinearity, and there is no heteroscedasticity occurs. Thus, the data will be BLUE
(Best Linear Unbiased Estimator) so that it meets the OLS (Ordinary Least Square) rule.
Furthermore, multiple linear regression analysis was carried out consisting of 4 parts, namely
the determination test or R-square, simultaneous test (F test), the formation of a regression
model and the T test to determine the significance of the coefficients of each independent
variable.

Result

Research Instrument Validity Test

Based on statistical calculations, it is known that the significance value of learning motivation
is0.840, learning style is 0.4857, learning environment is 0.670 and the calculated r values of
this independent variable are greater than 0.2845. (r table in this study) at a significance level

ECOSIA INTERNATIONAL CONFERENCE XXII Page 79



THE EFFECT OF LEARNING MOTIVATION, LEARNING STYLE AND LEARNING ENVIRONMENT ON
LEARNING ACHIEVEMENT OF CLASS XI STUDENTS PLUS KOPI COLOL, MANGGARAI TIMUR, NUSA
TENGGARATIMUR

of 0.05. That is, the instrument used to measure each variable, namely a questionnaire or
questionnaire, is valid or valid.

Respondent's Answer Reliability Test

Based on the calculation, Cronbach's Alpha of all learning motivation variables was 0.784,
greater than 0.2845; learning style variable is 0.767 which is greater than 0.2845; learning
environment variable of 0.690 is greater than 0.2845; learning achievement variable 0.888 is
greater than 0.2845. That is, the answers or opinions of respondents to the research
instrument in the form of statements related to the indicators of each variable measured by a
reliable or consistent or reliable Likert scale.

Figure 2. Normality Test

Normal P-P Plot of Regression Standardized Residual

Dependent Variable: Prestasi Belajar
Do uedebil Do b ba il -

Expected Cum Prob
N

Observed Cum Prob

Source: Data processed 2022

Based on Figure 2 above, it can be seen that the residual points tend to spread between
diagonal lines, thus the residuals are declared to be normally distributed so that the
assumption of normality is met.

Table 1 Multicollinearity Test

Model Collinearity Statistics
Tolerance VIF
(Constant)
Learning Motivation .320 3,124
Learning Style .929 1,077
.324 Environment 3,085

Source : Processed data, 2022

Table 1 shows that the results of the multicollinearity test shows that the VIF value of all
independent variables in this study is less than 10, and the Tolerance value of all independent
variablesis greater than 0.1, which means that there are no symptoms of multicollinearity.
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Figure 3. Graph Method Scatterplot
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Source: Processed data, 2022.

The results of the heteroscedasticity test show that the points spread randomly, do not form
a certain clear pattern, and are well spread over or below the number 0 (zero) on the Y axis,
this means that there is no deviation from the classical assumption of heteroscedasticity in
the regression model made.

Table 2. Test results with multiple linearregression
Unstandardized

Standardized Coefficients

Model Coefficients Beta Sig.
B Std. Error
(Constant) .079 2.715 .029 .977
Learning 884 177 820 5,000 .000
Motivation
Learning Style .482 JA11 419 4346  .000
Learning Environment .350.169 .336 2,062 .045
Source : Processed Data , 2022
From the table above, a research model can be drawn up as follows:
Y =0.079 + 0.884 X1 +0.482 X2 +0.350 X3+ e 1

Based on the regression model value above, it can be explained that based on the line model
formed, it is known that the regression constant is positive at 0.079. This means that if the
variables of learning motivation, learning style, and learning environment remain or do not
change or decrease, learning achievement class XI SMA Plus Kopi Colol is equal to (0.079) units.

The learning motivation regression coefficient is positive at 0.884. This means that the higher
the learning motivation of class Xl students of SMA Plus Kopi Colol, the higher the learning
achievement of class Xl students of SMA Plus Kopi Colol. As for every increase of 1 unit of
learning motivation can increase learning achievement Xl grade students of SMA Plus Kopi
Colol amounted to 0.884 units.
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The learning style regression coefficient is positive at 0.482. This means that the higher the
understanding of learning styles in each class Xl student of SMA Plus Kopi Colol, the better the
learning achievement of class XlI students of SMA Plus Kopi Colol. As for every increase of 1
unit of learning style can increase the learning achievement of class Xl students of SMA Plus
Kopi Colol by 0.482 units.

The learning environment regression coefficient is positive at 0.350. This means that the
higher or better the level of conducive learning environment owned by class Xl students of
SMA Plus Kopi Colol, the higher the learning achievement of class XI students of SMA Plus Kopi
Colol. As for every increase in 1 unit of the learning environment, the learning achievement of
class XI students of SMA Plus Kopi Colol is 0.350 units.

Table 3. Partial Test Results (t-test)

Model Unstandardized Coefficients = Standardized Coefficients t Sig.
B Std. Error Beta

(Constant) .079 2.715 .029 .977

Learning Motivation .884 177 .820 5,000 .000

Learning Style .482 JA11 419 4346 .000

Learning Environment .350.169 336 2,062 .045

Source : Processed Data , 2022

Based on table 3 above, it can be concluded that the t value of the variableis obtained learning
motivation is 5,000 and the T-table is 2,01537, thus the t-count value is greater than the t-
table (5,000>2,01537). While the significance value (Sig.t) is 0.000. Value of Sig. t is smaller
than the value of alpha (a) in this study which is equal to 5% (0.05) which means that Ho
rejected and Hi accepted. It can be concluded that the variable of learning motivation has a

significant partial effect on student achievement in class XI SMA Plus Kopi Colol.

Obtained the value of t arithmetic from the variable learning style is 4.346 and t-table is
2.01537, thus the t-count value isgreater than t-table (4.346 >2.01537). While the significance
value (Sig.t) is 0.000. Value of Sig. t is smaller than the value of alpha (a) in this study which is
equal to 5% (0.05) which means that Horejected and H2 accepted. It can be concluded that the
learning style variable has a significant partial effect on student achievement in class XI SMA
Plus Kopi Colol.

Obtained the value of t arithmetic from the variable the learning environment is 2.062 and the
t-table is 2.01537, thus the t-count value is greater than the t-table (2.062 > 2.01537). While
the significance value (Sig.t) is 0.045. Value of Sig. t is smaller than the value of alpha (a) in this
study which is equal to 5% (0.05) which means that Ho rejected and Hs accepted. It can be
concluded that the learning environment variable has a significant partial effect on student
achievement in class XI SMA Plus Kopi Colol.
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Table 4. Simultaneous test results

Model Sum of Squares df Mean Square F Sig.
Regression 130,210 3 43,403 24,035 000°
1 Residual 79,457 44 1,806
Total 209,667 47

Source : Processed data, 2022

As in table 4 above, the f-count value is 24.035 and the f-table value is 2.82, thus the f-value
count is greater than the f-table value (24.035>2.82) while the sig./probability value is 0.000
and the alpha value is 0.05(5%). The test results show the value of sig./probability (0.000) is
smaller than the alpha value of 0.05 (5%) thus Ho rejected and Hs accepted. This shows that
there is a simultaneous significant influence (together) between learning motivation, learning
style and learning environment on the learning achievement of class Xl students of SMA Plus
Kopi Colol.

Table 5. Determination coefficient test results

Model R R Square Adjusted RSquare Std. Error of the Estimate
1 .788° .621 .595 1.34382

Source: Data processed, 2022

The predictive power of the regression model (R2) formed in this test is 0.494 which indicates
that the magnitude of the influence between the variables of learning motivation, learning
style and learning environment on student achievement in class XI SMA Plus Kopi Colol. which
is 0.621 (62.1%) and the remaining 0.379 (37.9%) is influenced by other factors or variables
that are not included in this research model.

Discussion

Based on the above analysis, it is known that the three independent variables (learning
motivation, learning style and learning environment) have a positive and significant effect on
student achievement in class XI SMA Plus Kopi Colol. Thus, SMA Plus Kopi Colol as an
educational institution needs to pay close attention to the learning motivation, learning style
and learning environment of students. Because one of the main tasks of educational
institutions is the achievement of the ultimate goal of the learning process, namely students
who excel.

Conclusion

Based on the results of data analysis, it can be concluded that learning motivation, learning
style and environment have a positive and significant effect on student achievementin class
XI SMA Plus Kopi Colol. In order to improve learning achievement, SMA Plus Kopi Colol is
advised to pay attention to student motivation in learning, understand student learning
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styles in order to find the right method in the learning process, and still create a good

learning environment for students.
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ABSTRACT

The background of this research is to determine the satisfaction of customers who have used
the zoid net network by knowing in terms of network quality, price and service from the zoid
net network. The purpose of this study was to determine and analyze: the effect of internet
network quality on zoid net customers in razorguling village, lumbang sub-district, pasuruan
district. The effect of price on zoid net customers in razorguling village, lumbang sub-district,
pasuruan district, the effect of service on zoid net customers in razorguling village, lumbang
sub-district, pasuruan district. This type of research is quantitative research using SPSS
software. The population in this study are zoid net customers who have subscribed for more
than 6 months located in razorguling village, lumbang district, pasuruan district, the number
of voucher customers is 50 customers, monthly customers are 20 customers, the number of
samples is 70 customers. The data collection method in this study used a questionnaire that
was distributed manually. The results of this study indicate: Network quality has a positive and
significant effect on zoid net customers in Razukur village, Lumbang district, Pasuruan district,
price has a positive and significant effecton zoid net customersin razorguling village, Lumbang
sub-district, Pasuruan district, and service to zoid net customers in the village. razorguling,
Lumbang sub-district, Pasuruan district. . Network quality, price, and service simultaneously

affect zoid net customers in razorguling village, lumbang sub-district, pasuruan district
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EFFECT OF INTERNET NETWORK QUALITY, PRICE AND SERVICE ON ZOID.NET CUSTOMER
SATISFACTION IN CUKURGULING VILLAGE, LUMBANG DISTRICT, PASURUAN REGENCY

Introduction

Wireless is also a wireless network that uses air as its transmission medium to transmit waves.
The development of wireless has actually started a long time ago and has been scientifically
proven by scientists with the discovery of radio and then continued with the discovery of
radar. Then with the growing need for information for humans, the use of wireless is
increasing and not only for the use of radioand radar. Currently wireless technology isgrowing
rapidly, it can be seen by the naked eye with the increasing use of cellular phones, besides
that wireless technology is also developing which is used for internet access.

Also for internet server owners, RT RW net itself has various kinds of obstacles for installation
in several locations such as in rural areas or villages with lots of trees. So that internet service
business actors find it difficult to spread their network, in this modern era there are many
supporting tools that canhelp internet network business actors to expand their network more
easily. Such as using point-to-point and point-to-multi-point antennas by installing a
transmitter over the air with various certain distances according to the power of the tool it
uses, such as that used by zoid.net.

Zoid net uses two methods, namely by using antennas for long-distance network deployment
starting from 1 kilometer and the second using lan cables or fiber optic cables for distances
close to the zoid net server location. In these two ways, the zoid net can spread its network
from locations that have not been covered by the internet to remote areas such as highlands
located in mountains with many tall trees. Wifi internet service is very much needed by the
community and has become a basic need to find information and communicate. There are
several wifi such as Wifi.id which is a wireless-based public internet network service or hotspot
provided by PT. Indonesian Telecommunications. PT. Telekomunikasi Indonesia is one of the
providers of public wireless internet services with technology based on IEEE 802.11b/g/n using
work standardization at a frequency of 2.4 GHz with a speed of up to 72 Mbps and an access
point with a frequency of 5 GHz with a speed of up to 300 Mbps from the access point to the
Internet gateway based on best performance based on IEEE 802.11n technology. One of the
service innovations provided by Telkom is the Wifi.id corner which is a public facility that
provides high-speed internet access up to 100 Mbps.

There are several providers that provide ISPs for RT RW net internet service providers, such as
PT. Lintas Nusantara Network, HSP net, indocyber that already has an ISP license or internet
network. One of the RT RW net internet network service providers is zoid net, the zoid net
was builtin 2019 which is located in Cukurguling Village, Lumbang District, Pasuruan Regency.
It has customers from the office segment to village communities. There are two kinds of
hotspots on zoid.net, vouchers and monthly. For those who use vouchers, most of them are
easy children who are in hangouts or coffee shops, and for monthly ones, most of them are
from home or used alone. Most of the voucher users have internet networks distributed in
coffee shops, or places to hang out. For monthly users, it is used for customers who are at
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home or in the office, used for work, connected to smarttv, cctv, or used 24 hours in place.
Locations installed by internet networks such as hotspots or vouchers are intentionally
installed in crowded places, so that hotspot users can gather and use internet network
services more optimally Customer satisfaction is very important to build a more advanced
business in order to increase profits for the company. Therefore, customer satisfaction to
date it has become an integral part of the vision, mission, objectives, position statements,
and various other things in a company that are discussed in full in the book Customer
Satisfaction, Concept, Measurement, and Strategy.

Zoid net customer satisfaction is still lacking with less stable internet connection during the
rainy season and during strong winds. Most of the zoid net customers are workers, so that
the quality of the network is very influential on customer satisfaction. Satisfaction customers
are also the responsibility of the company, so that the company can be more advanced
and make the company more developed. All customers expect good service from the service
or product they buy, both in terms of promotion, price, quality and service as well as service
before and after buying the product/service. Customers have the right to correct information
and product/service conformity with advertisements, then suitability with prices and services.
For example, there is a guarantee and how long the warranty is, or the availability of a service
center, as well as a guarantee if there is a discrepancy with the product/service that has been
purchased or used.

In marketing, price is the most important unit. In addition, price is one of the determinants of
the company's success in running its business. A successful company is judged by how much
profit the company gets from the price it determines in selling its products or services. Price
is the amount of money that consumers have to pay to sellers to get the goods or services
they want to buy. Price is the embodiment of the value of an item or servicein units of money.
Priceis the value given to what is exchanged. Price can also mean purchasing power to achieve
satisfaction and benefits. The higher the benefits that a person feels from certain goods or
services, the higher the exchange value of the goods or services. the following services.

The service from the zoid net itself for the dry season is arguably good and in the rainy season
there are many complaints from customers such as the disconnection of the internet
connection due to the factor of the equipment used having an effect when it rains or when
the wind is strong and causes the signal to decrease, the signal traffic changes from the server
to the customer's location. . At this time the zoid net to overcome this problem is still trying
to find a solution so that during the rainy season there is no signal whose quality decreases,
such asmaking additional gridantennas. The quality of the network also affects the company's
financial management, so the company makes agreement rules with customers and also
makes attractive promos such as examples of free installation fees or discounts for installing
internet networks with certain packages. The problem faced in every company is how to
satisfy the customer in accordance with the expectations and desires of the customer after
making a comparison of the performance or results he feels compared to his expectations.
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The level of customer satisfaction with anitem or service will reflectthe level of success of the
company in marketing its products. Service is the main key to achieve success in various
aspects of business or business activities engaged in services. Service will be very decisive in
every activity in the community if there is competition in it. It could be that the products sold
are the same or the services offered are also the same but why the response from the
community can be different, all of that is due to the service to different customers.

Based on the description above, it can be seen that many factors affect customer satisfaction
such as the quality of the internet network, price and service. Network quality must be
maintained in order to obtain stable quality so that customers or internet network users can
use it optimally. From the results of observations made, it was found that the quality of the
zoid internet network there were several server points that experienced less stable internet
network signal transmission. The problem faced by every company is how to satisfy customers
in accordance with customer expectations and desires after making a comparison between
the perceived performance or results compared to their expectations. The level of customer
satisfaction with anitem or service will reflectthe level of success of the company in marketing
its products. Customer satisfaction is highly dependent on the performance and expectations
of customers (Baskara, 2015). Several communities, offices, restaurants and cafes in
Razorguling Village, Lumbang District, Pasuruan Regency, mostly subscribe to the RT RW Net
wifi network. This is because products such as Indihome, Biznet and others have not been able
to enter the location. Based on the description of the background above, the researchers are
interested in conducting research "The Effect of Internet Network Quality, Price and Service
on Zoid Net Customer Satisfaction in Razor Guling Village, Lumbang District, Pasuruan
Regency".

Internet Network Quality

According to Waode, (2014) Network quality is a point that connects one point to point with
available connections so that they can communicate between others to convey information.
The internet has various kinds of networks that adapted to the technology used. Because
basically every internet user have different internet speeds. Network quality indicator is
speed internet, widest coverage to remote cities, and strongest coverage.

Quality is the overall characteristics and characteristics of a product or service that depend on
its ability to satisfy stated or implied needs.16 According to Waode as quoted by Aprillia Bunga
Cindy, network quality is a point that connects one point to another with available connections
so that it can communicate others to convey information. The internet has various kinds of
networks that are adapted to the technology used. Because basically every internet user has
a different internet speed.

There are eight dimensions of quality developed by Garvin (1988) as cited by Tri Pujiastutik
(2006) and can be used as a framework for strategic planning and analysis, especially for
products. These dimensions are:
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Performance of the main operating characteristics of the core product
Additional features or features, namely secondary or complementary characteristics
Reliability, which is less likely to be damaged or fail to be used

AN

Conformance to specifications, namely the extent to which the design and operating
characteristics meet the standards that have been previously set.

o

Durability, related to how long the product can continue to be used.

6. Serviceability, including speed, competence, convenience, easy to repair, satisfactory
handling of complaints.

7. Aesthetics, namely the attractiveness of the product to the five senses.

8. Perceived quality, namely the image and reputation of the product as well as the

company's responsibility to it.

The sources of quality that are commonly encountered include the following:

1. Programs, policies, and attitudes that involve commitment from top management.

2. Information systems that emphasize accuracy, both on time and in detail.

3. Product design emphasizing reliability and extensive product agreement prior to release
to the market.

4. Production and labor policies emphasizing well-maintained equipment, well-trained
workers, and rapid detection of irregularities.

5. Vendor management that emphasizes quality as the main goal.

Price

Priceis the amount of money chargedfor a product (goods or service), or the amount of value
that consumers have to pay to benefit from the product (Kotler and Armstrong (2001)
therefore, prices are generally determined by the seller or service owner. But in the art of
buying and selling, buyers or consumers can bargainfor prices. In marketing, priceis the most
important unit. This is because of the price is the exchange rate of a product or service
expressed in monetary terms. Besides, the price is one of the determinants of the company's
success in carrying out the company's success is judged by how much profit it earns company
from the amount of the price it determines in selling its products or services With the price
understanding explained, the following are some of the functions, purposes and types: - types
of pricesin general, According to Kotler and Armstrong (2001)

Price Function

1. Reference to the selling value of an item or service.

Simplify the buying and selling process.

Determinants of profit for the seller or producer.

Consumer reference in assessing the quality of goods or services.

s W

Determine consumer purchasing power in decision making.

Purpose of Pricing
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1. Determine market share. Price determines which market share will be targeted by the
seller or producer of anitem or service.

2. Increase Profits. The higher the pricing, the higher the profit earned by the seller or
producer. However, consumers and producers cannot arbitrarily increase the price of
goods, there must be components that are considered, such as consumer purchasing power
and others.

3. Maintaining Consumer Loyalty. To maintain consumer loyalty, sellers or producers must
determine prices according to their market share.

4. Maintaining Competitiveness. Buyers or producers set prices also to maintain competition
between competitors.

Types of Prices

1. Subjective Price. The price is determined based on someone's opinion or opinion on the
market price of goods or services to be marketed.

2. Objective Price. The price that has been agreed upon by the seller and the buyer in a
transaction.

3. Cost of goods sold. The original price of a product before determining the profit. In other
words, a value issued by the manufacturer in making the product. Selling price. The cost
of goods that have been added by profit by the seller or producer.

Services

Services can basically be defined as the activities of a person, group or organization either
directly or indirectly to meet needs. Moenir (2005) says that service is a process of meeting
needs through the activities of others directly. Standard in service is a measure that has been
determined as a standardization of good service. In this service standard there is also a service
quality standard. Quality is a dynamic condition related to products, services, people,
processes and environments that meet or exceed the expectations of those who want them.

Service according to Kasmir (2017) is an act or act of a person or an organization to provide
satisfaction to customers, fellow employees, and also leaders. Service and providing support
to customers according to Armistead and Clark (1999) is the ability of employees in carrying
out their duties, namely providing service and support with full commitment and problem-
solving skills at the time of service delivery. Rusydi (2017) argues that service quality is the
company's ability to provide the best service quality compared to its competitors.

Kotler (2003) states that service is an action or performance that can be given to others.
Services or better known as services can be classified as: into two namely:

1. High contact service is a classification of a service where the contact between
consumers and service providers is very high, consumers are always involved in a service
process the.
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2. Low contact service classification in which the contact between a consumer and a
customer is service provider is too high. Physical contact with consumers only at the front
desk which isincluded in the classification of low contact service. Suppose there isa
financial institution.

Customer Satisfaction

According to Djaslim Salidin (2003), the notion of customer satisfaction is a person's feeling
of pleasure or disappointment that comes from a comparison between impression of the
performance (outcome) of a product with its expectations. According to Philip Kotler and
Kevin Lane Keller (2007), consumer satisfaction is a feeling of pleasure or someone's
disappointment that arises after comparing the performance (results) of different
products considered with the expected performance. According to Tjiptono (2012)
satisfaction consumer is a state shown by consumers when they realize that their needs and
wants are in accordance with what is expected and well fulfilled. So in short the notion of
customer satisfactionis something that consumers are looking for or need to satisfy a desired
need needed as a product or service. Have the best product or service and Quality is the
target customer. Because the better the quality of this product or service it will play an
important role in attracting potential consumers Most customers will believe the company
needs (loyalty). Therefore, customer satisfaction to date has become an inseparable part
of vision, mission, goals, position statements, and various other things ina company which is
discussed in full in the book Customer Satisfaction, Concepts, Measurement, and Strategy.

Benefits of Customer Satisfaction
In doing business, customer satisfaction is very important because it will provide many
benefits for the company. The following are the benefits:

Increasing Likes and Loyalty to Products

Satisfaction is the main basis for liking the products or services provided. If the customer likes
the service or product, then the customer has a high probability of returning to buy the
product or service. Even if they are loyal, they can recommend your product or service to
others without you telling them to.

Become a Point of Differentiation

Along with the times, various companies appear with various products or services, this makes
the market situation more competitive. Every company competes with each other to get the
target market. One of the main differences between companies in business competition is
customer satisfaction. Companies that are able to make customers the key to running their
business will be able to survive in a competitive business situation. Companies must also
position themselves as customers. Think about why the company would recommenda product
or service to others. Good service generally can create high customer satisfaction. Satisfaction
is used as a point of differentiation for new consumers. Look at your new consumer behavior.
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Did your new customer find out about your product or service from someone else's
recommendation or did he come himself. You can clearly see where your customers are
coming from. New customers who buy your product or your services because of someone
else's recommendation generally have better brand knowledge and brand awareness than
customers who come in person.

Increase Revenue and Good Image

Customers who are satisfied with the product or service of a company will continue to use the
product or service. A completely satisfied customer will spend more money on your product
or service than a dissatisfied customer. Satisfied customers will buy your product or service
more often than dissatisfied customers. In addition to increasing revenue, satisfied customers
will make the image of your product or service better and known to the public. They will not
share their experience with your product or service with others without you telling them.

Conversely, if they are not satisfied it will worsen the image of the product or service you offer.

Method

Research Approach This
Type of quantitative research can be interpreted as a research method based on the

philosophy of positivism, used to examine a particular population or sample, sampling
techniques are generally carried out randomly, data collection using research instruments,
data analysis is quantitative/statistical with the aim of of testing hypotheses. Has been
established (sugiyono argues 2010).

The purpose of this study is to determine whether there is an influence between internet
network quality, price and service to customers. In this quantitative descriptive study, the
author uses more than one variable to measure the effect of zoid net customer satisfaction in
the village of razorguling, lumbang district, pasuruan district. The data collection technique
used is a questionnaire/questionnaire in the form of a statement given to the respondent to
be filled in according to the actual situation.

Research Place and Time The

Research was conducted at ZOID.NET Cukurguling Village, Lumbang District, Pasuruan
Regency. The time used to conduct this researchis carried out for a period of approximately
3 (three) months, 1 month of observation, 1 month of data collection and 1 month of data
processing which includes presentation in the form of a description and the guidance process
takes place. The time of the study was carried out from April to June 2022.

Sampling Method

Population of this study was all zoid.net customers residing in the village of razorguling,
totaling 50 voucher customers and 20 monthly customers. This voucher and monthly
customer has subscribed for 6 months, the only difference is that there are those who use
vouchers at different times from daily to weekly to monthly. This amount is the total of all
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customers in the village of razorguling, voucher users and personal or monthly users. Thus,
the total population at the time of distributing the questionnaire was 70 customers. The deep
sampling technique is a saturated sampling technique. Saturated sampling is a sampling
technique if all members of the population are used as samples (sugiyono, 2014). Thus the
sample in this study amounted to 70 respondents.

Data Collection Methods

When viewed from the data source, the data collection in this study used primary sources.
The primary source is the source of data directly obtained from the first source, namely zoid
net customers in the village of razorguling, lumbang district, pasuruan district through a
questionnaire (questionnaire). The data from the questionnaire distribution which is the
respondents’ answers to the questionnaires submitted are then tested for the validity and
reliability of the instrument and analyzed using multiple linear regression analysis

Data Analysis Techniques Data

analysis is the process of organizing and sorting data into patterns, categories, and basic
units of description so that they can be found. themes and a working hypothesis can be
formulated. The analysis data used in this study is quantitative data analysis. Data analysis is
presented in the form of numbers which are then explained and interpreted ina description.
In this study, data analysis isan activity after data from all respondents or other data sources
are collected. Data analysis to answer the hypothesis proposed in this study using multiple
linear regression analysis. Linear regression analysis is used to predict how the influence of
the independent variable on the dependent variable.

Result

Table 1 Test the Validity of the Network Quality Variable
Pearson Correlation Sig Information
X10.753 1.1 0.000 Valid
X10.811 1.2 0.000 Valid
X.30.711 Valid 0.000 X
X1.40.811 0.878 0.000 Valid
X51.5 Based 0.000 Valid

Based on the table above that each question on the network quality variable shows significant
results with an error rate of 5% or r count greater than r table so that each statement
submitted is valid to measure the network quality variable.
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Table 2 Price Variable Validity Test

Pearson Correlation Sig Information
X21.1 0, 680 0.000 Valid
X2.2 0.661 0.000 Valid
X2.3 0. 668 0.000 Valid
X2.4 0. 652 0.000 Valid
X2.5 0. 730 0.000 Valid

Based on the table above, each question on the price variable shows significant results with
an error rate of 5% or r count is greater than r table so that every statement submitted is
valid to measure the price variable.

Table 3 Service Quality Variable Validity Test

Pearson Correlation Sig Information
X21.1 0, 586 0.000 Valid
X2.2 0.659 0.000 Valid
X2.3 0.734 0.000 Valid
X2.4 0.664 0.000 Valid
X20.5 0.743 0.000 Valid

Based on the table above that each question on the service variable shows significant results
with anerror rate of 5% or r count more greater thanr table so that every statement
submitted is valid to measure the service variable. d) Test the Validity of the Customer

Satisfaction Variable (Y)

Table 4 Test the Validity of the Customer Satisfaction Variable

Pearson Correlation Sig Information
X20.653 0.542 0.836 Valid

X.22.1 0.836 Valid X

X2.3 0. 610 0.836 Valid

X22.5 690 0.836 Valid

Table above that each question on the customer satisfaction variable shows significant
results with an error rate of 5% or r count is greater than r table so that each statement
submitted is valid to measure customer satisfaction variables.

Table 5 Reliability Test

Variable Cronbach Alpha Information
Network Quality (X1) 0,915 Reliable
(X2) 0, 757 Reliable
(X3) 0, 828 Reliable
Customer Satisfaction (Y) 0, 825 Reliable

Based on the results of reliability testing in table 5.5 shows that all the research instrument of
eachvariable is reliable because all variables have an Alpha value greater than 0.70.
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Table 6 Test of Multicollinearity

Variable Tolerance VIF Conclusion

Internet Network Quality 0.465 2.148 Non Multicollinearity
Price 0.606 1.649 Non Multicollinearity
Service 0.607 1.647 Non Multicollinearity

The table above shows the tolerance value of the variables of internet network quality, price,
and service of 0.465 respectively. 0.606, and 0.607 are more than 0.10 with the VIF values of
the three variables being 2.148, 1.649 and 1.647 less than 10, so it can be concluded that the
regression model formed does not detect multicollinearity, so that the non-multicollinearity
assumption is fulfilled.

Figure 1 Scatterplot

That each observation point is spread out and does not form a pattern, it can be concluded
that there is no heteroscedasticity in

Hypothesis Testing

Hypothesis Testing is divided into two, namely simultaneous testing and partial testing, with
the following results:

1. Simultaneous Significance Test (F Statistics)
Test) Hypothesis testing (F-test) aims to determine the joint effect of independent variables
to the dependent variable. The results of hypothesis testing simultaneously obtained the
calculated F value of 39.467 > F table of 2.75297 with a significance value of 0.000 <0.05
from the F test, which means that the quality of the internet network, price and service
together have a significant influence on customer satisfaction.

2. Individual Parameter Significance Test (t Test Statistics)

The t test aims to determine the magnitude of the effect of each independent variable
individually (partial) on the dependent variable. The test results are:

Table 7 Statistical Test t

Variable t count Sig. Conclusion
Internet Network Quality 2,468 0.016 Significant
Price 4.206 0.000 Significant
Service 3,047 0.003 Significant
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The table above shows that the significance value of the partial test (t) on each variable of
internet network quality, price and service is 0.016, 0.000 and 0.003 less than the significance
value of 0.05. This means that the quality of the internet network has a significant influence
on zoid net customer satisfaction. Likewise, the price and service variables also have a
significant influence on zoid net customer satisfaction. Based on the model formed and the
results of testing the hypotheses described above, it can be stated that the quality of the
internet network, prices and services have a significant and positive effect on zoid net
customer satisfaction. So that if the quality of the internet network, prices and services on the
zoid net are getting better, then customer satisfaction will also be better.

Discussion

Based on the results of the statistical test above, several statements can be drawn that
answer the formulation of the problem in this study.

1. Network Quality (X1) Has a Significantly Positive Effect on Customer Satisfaction (Y) in
Zoid net
The quality of the internet network has a positive and significant effect on customer
satisfaction, so the first hypothesis which states that the quality of the internet network
has a significant and positive effect on customer satisfaction has been proven and

accepted.

This means that the better the network quality, the better Zoid Net customer satisfaction
will be. These results support research conducted by Fadhil Hilmy (2018) which states that
network quality has a positive effect on customer satisfaction.

The research conducted in this study is in accordance with the theory which states that
customer satisfaction is influenced by network quality. Customer satisfaction is defined as
the fulfillment of customer expectations for the services obtained. Customer satisfaction
is between the perceived quality of goods or services with the desires, needs, and
expectations of customers. If customer satisfaction has been achieved, then repeat
purchases and loyalty will arise (Kosnan, 2020; Kotler & Keller, 2012).

2. Price (X2) significant positive effect on customer satisfaction (Y)
The Zoid net. positive and significant impact on customer satisfaction, so the second
hypothesis which states that price has a significant and positive effect on customer
satisfaction has been proven and accepted.

In the second variable, this is in accordance with the theory which states that if the price
is in accordance with the quality given to customers, it will affect high customer
satisfaction. The effect of price on customer satisfaction has a direct influence on
customer satisfaction.
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The research conducted in this study is in accordance with the theory which states that
customer satisfaction is also influenced by price. These results support research conducted
by Agus Hermani Daryanto Seno (2018) which states that price has a positive effect on

customer satisfaction.

3. Service (X3) has a significant positive effect on customer satisfaction (Y)
The Zoid net. Positive and significant impact on customer satisfaction, so the third
hypothesis which states that it is suspected that service has a significant and positive effect

on customer satisfaction has been proven and accepted.

That is, good or bad service quality zoid net will affect customer satisfaction. This confirms
that the question items answered by the respondents get good results to support zoid net
customer satisfaction in the village of razorguling, lumbang district, pasuruan district.

These results support previous research conducted by Ramadhan, Ligiya Fitria (2016) which

states that service quality has a positive and significant effect on customer satisfaction.

Conclusion

After conducting researchon 70 customers who already use the internet network and perform
data analysis, there is some information obtained.conclusions drawn from this study are as
follows:

1. The quality of the internet network has a positive and significant effect on zoid net
customer satisfaction in the village of razorguling, lumbang district, pasuruan district.

2. Price has a positive and significant effect on zoid net customer satisfaction in the village of
Razorguling, Lumbang District, Pasuruan Regency.

3. Service has a positive and significant effect on zoid net customer satisfaction in the village
of Razorguling, Lumbang District, Pasuruan Regency.

author realizes that the research that has been carried out still has many limitations, namely
as follows:

1. Initially 125 respondents were planned, but only 70 respondents could take data, because
at the time of data collection there were several subscribers and distributors who were
withdrawn.

2. Some respondents in providing answers to the questionnaires that were distributed were
still not serious and serious because filling out the questionnaire was done on the sidelines
of doing activities.

Based on the conclusions of the research, the researcher conveys several suggestions that are
expected to be useful for various parties who have an interest in the results of the study. The

suggestions that can be givenin this study are as follows:
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1. It is recommended for further researchers to add other variables that affect customer
satisfaction.

2. It is recommended for further researchers, to review the right time to distribute research
instruments so that respondents can determine answers seriously.
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ABSTRACT

One of the smartphone shops that is trying hard to strengthen customer loyalty after the Covid-
19 pandemic is the Samsung Brandshop of BIS WTC Surabaya. The purpose of this study was
to determine the mediating function of customer satisfaction on the effect of price, store
atmosphere, and experiential marketing on customer loyalty at the Samsung Brandshop of BIS
WTC Surabaya. Quantitative data obtained through a 5-point Likert scale questionnaire
distributed to 100 respondents through accidental sampling technique were processed and
analyzed using SEM-PLS analysis with SmartPLS software. The results of the study prove that
there is a mediating function of customer satisfaction on the influence of price, store
atmosphere, and experiential marketing on customer loyalty at the Samsung Brandshop of BIS
WTC Surabaya. The role of customer satisfaction as a mediator is formed from the existence
of a significant negative price effect on customer satisfaction, a negative although not
significant price effect on customer satisfaction on customer loyalty, a significant positive
influence on store atmosphere and experiential marketing on customer satisfaction and
customer loyalty, where Customer satisfaction itself also has a significant positive relationship
with customer loyalty. It is recommended for further research to review the similar indicators
between store atmosphere and experiential marketing, especially related to service, also
examine the possibility of an experiential marketing mediating function on the influence of

store atmosphere on customer loyalty.
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MEDIATION FUNCTION OF CUSTOMER SATISFACTION ON THE INFLUENCE OF PRICE, STORE
ATMOSPHERE, AND EXPERIENTIAL MARKETING ON CUSTOMER LOYALTY AT SAMSUNG BRANDSHOP

Introduction

The negative impact of the Covid-19 pandemic has reached the world smartphone market.
According to the Rezkisari (2020) report, in the first quarter of 2020, smartphone sales were
less than 300 million units. This is the worst condition since 2014. The smartphone brand that
continues to lead the market is "Samsung" where this brand managed to reach one-fifth of
global smartphone shipments. “Samsung” business profits increased from a year earlier
despite weaker sales ahead of the first quarter of 2020.

Unfortunately, the impact of Covid-19 is still ongoing, making revenue in the next quarter also
tend to fall because the Covid-19 pandemic has significantly affected demand. This condition
is in accordance with Hadyan's report (2020) which explains that global smartphone sales in
the second quarter of 2020 experienced a major decline, which was down 20.4% when
compared to the same period in the previous year.

Considering the significantdecline in sales, inthe post-pandemic era of Covid-19 or the current
new normal era, it is important for Smartphone distributors to have the strength and strategy
to survive and then increase sales volume again, namely by creating a customer-oriented
strategy or so-called as customer-oriented marketing.

Customer Oriented Marketing is marketing that focuses on what consumers want and need
(Sugianto & Sugiharto, 2013). Customers will have an emotional bond if they have high
satisfaction with the product or service they buy which in turn has a tendency to be loyal
(Kotler & Keller, 2016). If the customer is loyal, according to the explanation of Kotler & Keller
(2016), they will do: (1) Repeat Purchase, namely the purchase of repeated products without
considering similar products offered by competing companies, (2) Retention, which is resistant
to the influence of others, and (3) Referrals, which is willing to refer products to other people.

Thus, loyal customers, automatically, will provide opportunities for distributors to get new
customers. In addition, according to Kotler and Keller (2016), retaining existing customers is
more profitable than finding new customers which costs a lot of money. So, customer loyalty
is very important for the development of a business in the future.

Customer loyalty will be high if the company pays attention to several factors that influence it
the most. The results of researchMahmud et al. (2013), Subaebasni et al. (2019), and Wantara
& Tambrin (2019) show that customer loyalty is influenced by price. Price can be defined as
the amount of value issued by consumers to gain an advantage from the ownership or use of
an item or service (Kotler & Keller, 2016). The indicators that reflect prices in accordance with
the explanation of Kotler & Armstrong (2016), are: (1) affordability of prices by the purchasing
power of customers, (2) conformity of prices with product quality, (3) price competitiveness,
and (4) conformity the price with the benefits that the customer gets. So competitive prices
that are in accordance with customer expectations and balanced with product quality and
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benefits are important factors that cannot be ignored by distributors because they are able to
bind customers to be loyal to the products sold.

Meanwhile Oztas et al. (2016), Furoida & Maftukhah (2018), and Suryana (2019) prove that
customer loyalty is influenced by store atmosphere. Store atmosphere according to Berman
& Evans in Furoida & Maftukhah (2018) is an atmosphere that reflects the physical
characteristics of a store that is used to build an impression and attract customers. There are
7 indicators according to Berman & Evans in Suryana (2019), including: Cleanliness
(cleanliness), music (music playing), Scent (aroma), temperature (temperature), lighting
(lighting), color (color of the building, furniture and equipment), and displays or layouts. So,
the cleanliness of the store, the type or genre as well as the frequency of the music played in
the store, the smell of the store both inside and outside, the temperature in the store, lighting,
wall color, floor, ceiling, color of furniture and equipment, displays in the store arefactors that
reflect how the atmosphere of the store and become a part that is able to bind customers to
frequent visits.

While Chao (2015), Widowati & Tsabita (2017) and Ekoputra et al. (2015) revealed that
customer loyalty is strongly influenced by experiential marketing. Tjiptono (2012) defines
experiential marketing as a marketing strategy that is packaged in the form of activities that
are able to provide an experience that makes an impression on the hearts of customers. As for
Ekoputra et al. (2015) proves that experiential marketing includes sense, feel, think, act, and
relate.

Meanwhile, Chao (2015), Subaebasni et al. (2019), Widowati & Tsabita (2017), and Wantara &
Tambrin (2019) also find that customer loyalty is influenced by customer satisfaction. Kotler &
Keller (2016) explain that customer satisfaction is a person's feelings of pleasure or
disappointment as a result of efforts to compare the performance of a product with one's
expectations. This customer satisfaction according to Widowati & Tsabita (2019) is reflected
by: (1) the suitability of the service with customer expectations, (2) the quality of restaurant
service is better than other restaurants, (3) the customer is satisfied (no complaints) with the
service at the restaurant, and (4) customers are happy with restaurant service.

So, there are 4 important factors that influence customer loyalty that must be considered by
store management, namely: price, store atmosphere, experiential marketing, and customer
satisfaction. While several studies also show that customer satisfaction itself is also influenced
by price (Cao et al., 2017; Mahmud & Jusoff, 2013; Subaebasni et al., 2019; Wantara &
Tambrin, 2019), store atmosphere (Furoida & Maftukhah, 2018; Jalil et al., 2016; Suryana &
Haryadi, 2019), and experiential marketing (Chao, 2015; Ekoputra & Dodikridho Nurrochmat,
2015; Setiawan et al., 2018; Widowati & Tsabita, 2017). Some of them even prove that
customer satisfaction is indeed an intervening construct that mediates the effect of price on
customer loyalty (Dimyati & Subagio, 2016; Wantara & Tambrin, 2019), mediates the effect of
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store atmosphere on customer loyalty (Furoida & Maftukhah, 2018; Oztas et al. ., 2016), as
well as mediating the effect of experiential marketing on customer loyalty (Ekoputra &
Dodikridho Nurrochmat, 2015; Setiawan et al., 2018).

On the other hand, there are many empirical gaps in the relationship between these
constructs. Among them are the results of research on the relationship between price and
customer satisfaction. The results of research Mahmud et al. (2013) show that price does not
have a major influence on customer satisfaction. That is, the lower the price, the higher the
customer satisfaction, but the increase in customer satisfaction along with the decrease in
price is not too large. This is because the object of research is the customer of the commercial
aviation service industry where the customer does not have many choices of types of flights,
even though the price increase remains the customer's choice because of the need for fast
mobility, so that the decrease in customer satisfaction is not too large if the price of flight
services is increased.

While the research results of Cao et al. (2017) revealed that price has a big influence on
customer satisfaction. That is, the higher the price, the lower the customer satisfaction, while
the decrease in customer satisfaction along with the increase in price is quite large. This is
because the object of research is BizRate.com customers. Bizrate.com is a customer review
site which is a useful tool to build trust from customers. This site allows each customer to
review other customers who have made transactions on the site. If the price of BizRate.com
services increases, the customer satisfaction of those service users will decrease drastically,
because there are many choices of other sites such as shopping.com, pricescan.com
mysimon.com, and bottomdollar.com.

Empirical gap also occurs in the results of research by Subaebasni et al. (2019) and Wantara &
Tambrin (2019) which state that price has a significant effect on customer satisfaction. The
object of this research is the customer of PT. Strait Liner Express in Jakarta and Batik Madura
customers. PT. Strait Liner Express is a service company engaged in International Freight
Forwarding. The high price actually gives satisfaction to customers, because the average
customer here is a company that uses imported raw materials. This is because there is a special
trust, where high prices indicate service quality and provide more guarantees for the safety
and on time distribution of goods. Likewise with Madura Batik customers, coincidentally, the
respondents studied were Madurese batik lovers from the upper middle class class, the higher
the price actually made the customers more satisfied because this isalso linear with the quality
of the fabric and batik motifs so that it looks more classy.

As for the relationship between store atmosphere and customer satisfaction, experiential
marketing with customer satisfaction, and the relationship between other constructs, there
are many empirical gaps as summarizedin Table 1.
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Table 1. Research GAP

Relationship Object of research Researcher Research
between result
Constructs
The Effectof Price  Commercial aviation service Mahmud etal. (2013) Not
on Customer industry customers significant
Satisfaction BizRate.com customers Cao etal. (2017) Significant
PT Strait Liner Express Subaebasnietal. (2019)
customersin Jakarta
Madura Batik Customers Wantara & Tambrin
(2019)
The Effect of Customers of a restaurantin Jalil et al. (2016) Not
Store Malaysia significant
Atmosphere on Platinum Martabak Cafe Furoida & Maftukhah Significant
Customer customers (2018)
Satisfaction Ruby Pekalongan
Le Delice Café and Bakery Suryana(2019)
customers
The Effect of Fitness Club customersin Chao (2015) Significant
Experiential Taiwan
Marketing on Customers of The House of Widowati & Tsabita
Customer Raminten Yogyakarta (2017)
Satisfaction 150 Eatery Bogor restaurant Ekoputraet al. (2015)
customers
CGV Cinemas Hartono Mall Setiawan etal. (2018)
Yogyakarta
The Effectof Price  Commercial aviation service Mahmud etal. (2013) Not
on Customer industry customers significant
Loyalty PT Strait Liner Express Subaebasnietal. (2019) Significant
customersin Jakarta
Madura Batik Customers Wantara & Tambrin
(2019)
The Effect of Fitness Center Customersin Oztas etal. (2016) Significant
Store Turkey
Atmosphere on Martabak Platinum Ruby Furoida & Maftukhah
CustomerLoyalty Pekalongan Customers (2018)
Cafe
Le Delice Café and Bakery Suryana(2019) Not
Pelanggan customers significant
Effect of Fitness Club customersin Chao (2015) Significant
Experiential Taiwan
Marketing on Customers of The House of Widowati & Tsabita Not
CustomerLoyalty Raminten Yogyakarta (2017) significant
150 Eatery Bogor restaurant Ekoputraet al. (2015)
customers
The Effect of Fitness Club customersin Chao (2015) Not
Customer Taiwan significant

Satisfaction on
Customer Loyalty

PT Strait Liner Express
customersin Jakarta
PT Strait Liner Express
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customersin Jakarta (2017)
Batik Madura Customers Wantara & Tambrin Significant
(2019)

The Effectof Price  Express Post CustomersinEast Dimyanti & Subagio Customer
on Customer Java (2016) Satisfaction
Loyalty through Batik Madura Customers Wantara & Tambrin is proven as
Satisfaction (2019) a Mediator
Customer PT Strait Liner Express Subaebasnietal. (2019) Customer

customersin Jakarta Satisfaction

Bali Ratih website customer Anjaniet al. (2018) isnota

fromJakarta Mediator
The Effect of Fitness Center Customersin Oztas etal. (2016) Customer
Store Turkey Satisfaction
Atmosphere on Martabak Platinum Ruby Furoida & Maftukhah is proven as
CustomerLoyalty Pekalongan Customers (2018) a mediator
through Cafe
Customer Le Delice Café and Bakery Suryana(2019) Customer
Satisfaction Customers Satisfaction

isnota
Mediator

The Effect of Fitness Club customersin Chao (2015) Customer
Experiential Taiwan Satisfaction
Marketing on Customers of The House of Widowati & Tsabita isnota
CustomerLloyalty Raminten Yogyakarta (2017) Mediator
through 150 Eatery Bogor restaurant Ekoputraet al. (2015) Customer
Customer customers Satisfaction
Satisfaction CGV Cinemas Hartono Mall Setiawan etal. (2018) is proven as

Yogyakarta a mediator

The existence of this empirical gap creates a gap between the influence of price, store
atmosphere, and experiential marketing on customer satisfaction and loyalty, as well as the
gap between the position of customer satisfaction as an intervening construct that mediates
the effect of price, store atmosphere, and experiential marketing on customer loyalty, so
research needs to be done. further related to the mediation function of customer satisfaction
on the influence of price, store atmosphere and experiential marketing on customer loyalty in
a distribution business selling Smartphones.

One of the smartphone shops in this new-normal era that is trying hard to reaffirm customer
loyalty is the Samsung Brandshop of BIS WTC Surabaya which is located at WTC 2nd floor
Galeria R.813-814 Jalan Pemuda Kaving 27-31 Surabaya. This shop sells several HP brands, the
main ones being the Samsung brand, some others are: Vivo, Oppo, Realme, Huawei, and
Xiaomi as shown in Figure 1.
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Figure 1. Bar Graph of HP Sales Development at the Samsung BIS WTC Surabaya Brandshop

Xiaom Realme

® September ®Oktober November

Source: Primary Data Processed (2021)

Based on the results of the pre-survey interview, the price offered by HP at the Samsung
Brandshop of BIS WTC Surabaya is actually a competitive price, in accordance with the quality
and benefits of the product. The condition of the shop is also clean and tidy. As for the
experiential marketing side, the customer experience is the lack of friendly attitude of the
store clerk. Meanwhile, from the act experience, itis also not very obtained because the store
does not yet have a strong and differentiated image, itis almost the same as other HP shops.
As for relate experience, it is acknowledged that it is enough to get information, especially
related to promotions, by several customers who follow @samsung_biswtc's 1G. However,
customers admit that the quality of service is still not better than in competitor stores. So, in
terms of customer satisfaction is still not optimal. In fact, according to several researchresults,
customer satisfaction is able to mediate price, store atmosphere, and experiential marketing
on customer loyalty. Based on this background, it is important to conduct research on
"Mediation Functions of Customer Satisfaction on the Effect of Price, Store Atmosphere, and
Experiential Marketing on Customer Loyalty at the Samsung BIS WTC Surabaya Brandshop".

Formula

The formulation of the problem in this study include:

1. Does Price have a significant influence on Customer Satisfaction at the Samsung Brandshop
of BIS WTC Surabaya?

2. Does Store Atmosphere have a significant influence on Customer Satisfaction at the
Samsung Brandshop of BIS WTC Surabaya?

3. Does Experiential Marketing have a significant influence on Customer Satisfaction at the
Samsung Brandshop of BIS WTC Surabaya?
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4. Does Price have a significant influence on Customer Loyalty at the Samsung Brandshop of
BIS WTC Surabaya?

5. Does Store Atmosphere have a significant influence on Customer Loyalty at the Samsung
Brandshop of BIS WTC Surabaya?

6. Does Experiential Marketing have a significant influence on Customer Loyalty at the
Samsung Brandshop of BIS WTC Surabaya?

7. Does Customer Satisfaction have a significant influence on Customer Loyalty at the
Samsung Brandshop of BIS WTC Surabaya?

8. Is customer satisfaction an intervening construct that is able to mediate the effect of price
on customer loyalty atthe Samsung Brandshop of BIS WTC Surabaya?

9. Is customer satisfaction an intervening construct that is able to mediate the influence of
store atmosphere on customer loyalty at the Samsung Brandshop of BIS WTC Surabaya?
10. Is customer satisfaction an intervening construct that is able to mediate the effect of
experiential marketing on customer loyalty at the Samsung Brandshop of BIS WTC

Surabaya?

Research purposes

The objectives to be achieved in this research include:

1. To determine the effect of price on customer satisfaction at the Samsung Brandshop of BIS
WTC Surabaya.

2. To determine the effect of Store Atmosphere on Customer Satisfaction at the Samsung
Brandshop of BIS WTC Surabaya.

3. To find out Experiential Marketing on Customer Satisfaction at the Samsung Brandshop of
BIS WTC Surabavya.

4. To find out the effect of Price on Customer Loyalty at the Samsung Brandshop of BIS WTC
Surabaya.

5. To determine the effect of Store Atmosphere on Customer Loyalty at the Samsung
Brandshop of BIS WTC Surabaya.

6. To determine the effect of Experiential Marketing on Customer Loyalty at the Samsung
Brandshop of BIS WTC Surabaya.

7. To determine the effect of Customer Satisfaction on Customer Loyalty at the Samsung
Brandshop of BIS WTC Surabaya.

8. To prove that customer satisfaction is an intervening construct that is able to mediate the
effect of price on customer loyalty at the Samsung Brandshop of BIS WTC Surabaya.

9. To prove that customer satisfaction is an intervening construct that is able to mediate the
influence of store atmosphere on customer loyalty at the Samsung Brandshop of BIS WTC
Surabaya.

10. To prove that customer satisfaction is an intervening construct that is able to mediate the

effect of experiential marketing on customer loyalty at the Samsung Brandshop of BIS
WTC Surabaya.
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REVIEW LIBRARY

The Theory of Reasoned Action (TRA) which explains that a person's intention towards
behavior is shaped by two main factors, namely attitude toward the behavior and subjective
norms has been expanded into Theory of Planned Behavior (TPB) (Fishbein and Ajzen, 1975),
in which the TPB is added one more factor in the form of perceived behavioral control (Ajzen,
1991). So that the Theory of Planned Behavior (TPB) can be said to be a development of The
Theory of Reasoned Action (TRA) (Jogiyanto, 2013). These two theories are the basis of the

theory of consumer behavior.

Dharmesta & Handoko (2012) define consumer behavior as any activity carried out by
individuals involved in the use of goods and services. Meanwhile, (Kotler & Keller, 2016)
explains that consumer behavior is a learning about how a person or group or an organization
chooses, purchases, and uses goods and services to get satisfaction or fulfill desires. So,

consumer behavior is closely related to customer loyalty.

Customer loyalty is an evaluation that exists based on strength and stability to promote
repeated favorable responses to a product. Liu-Thomlkins, et al. (2010). Meanwhile, Siagian
(2014) describes that good relations between loyal customers and the company can be
maintained properly. Meanwhile, Kotler & Keller (2016) assert that there is a cost-efficient
way to attract new customers if the company maintains current customer satisfaction. Kotler
& Keller (2016) also prove that 20% of customers will be able to create 80% of profits for a
company. In contrast to customer loyalty, Kotler and Keller (2016) define customer
satisfaction as a feeling of pleasure or disappointment in each individual after comparing
product performance.

Kotler and Keller (2016) define price as an element of the marketing mix. Meanwhile, Tjiptono
(2015) has his own definition regarding price, which is a monetary exchange so that the
exchanger has the right of ownership or use of goods or services. Meanwhile, store
atmosphere, asintroduced by Kotler & Keller (2016), is an effort to design the environment of
a store to create a specific emotional effect on buyers which has an impact on the creation of
buying opportunities. Meanwhile Chandra (2012) explains that Experiential marketing is a
marketing strategy in the form of activities that provide animprinted experience in the hearts
of consumers.

Based on empirical and theoretical studies, the research hypotheses, among others:

H1: It is suspected that price has a significant effect on customer satisfaction in Samsung
Brandshop of BIS WTC Surabaya.

H2: Itis suspected that store atmosphere has a significant influence on satisfaction customers
at the Samsung Brandshop of BIS WTC Surabaya.

H3: It is suspected that experiential marketing has a significant effect on satisfaction
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customers at the Samsung Brandshop of BIS WTC Surabaya.

H4: Itis suspected that price has a significant effecton customer loyalty in Samsung Brandshop
of BIS WTC Surabaya.

H5: It is suspected that store atmosphere has a significant influence on loyalty customers at
the Samsung Brandshop of BIS WTC Surabaya.

H6: Itis suspected that experiential marketing has a significant influence on loyalty customers
at the Samsung Brandshop of BIS WTC Surabaya.

H7: It is suspected that customer satisfaction has a significant influence on custome loyalty at
the Samsung Brandshop of BIS WTC Surabaya.

H8: It is assumed that customer satisfaction is an intervening construct that is capable of
mediate the effect of price on customer loyalty in Samsung Brandshop of BIS WTC
Surabavya.

H9: It is assumed that customer satisfaction is an intervening construct that is capable of
mediate the influence of store atmosphere on customer loyalty in Samsung Brandshop of
BIS WTC Surabaya.

H10: It is assumed that customer satisfaction is an intervening construct that is capable of
mediate the effect of experiential marketing on customer loyalty in Samsung Brandshop
of BIS WTC Surabaya.

Method

This research is a field research study on customers of the Samsung Brandshop of BIS WTC
Surabaya which was carried out using a quantitative approach. A total of 100 customers of the
Samsung Brandshop of BIS WTC Surabaya have been selected as research respondents by
accidental-purposive sampling. The data collected through a 5-point Likertscale questionnaire
were analyzed using Partial Least Square analysis with the help of SmartPLS 3.3.3 software.
The operational definition of the construct is presented in Table 2.
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Table 2. Definition of Operational Construction

Construct Definition Indicator Item Scale
Price (X1) Price is the Price Affordability The price of the product Likert
amount of offeredis affordable by the
money thatis purchasing power of the
exchangedto customer (X11)
obtain Price Match with  The price of the product
ownership Product Quality offeredisin accordance with
rights or use of the quality of the product
products (X12)
purchased at Responsiveness The prices of the products
the Samsung offered by the store are
Brandshop of competitive
BISWTC Guarantee thereis a guarantee forthe
Surabaya product according to the order
(X14)
Officers have empathyin
serving customers
Kotler & Keller (2016)
Store Store CleanlinessStore  Cleanliness Store condition is Likert
Atmosph  Atmosphereis condition is clean  clean (X21)
ere (X2) an (X21)
environmental  Music Music Music Music playing in the
condition to playing in the Store makes customers
create a specific Store makes comfortable (X22)
emotionaleffect customers
on shoppers comfortable (X22)
which increases AromaAroma AromaAroma Store
purchasing Store convenient  convenientcustomer (X23)
opportunitiesat customer(X23)
the Samsung Temperature Temperature Room
Brandshop of Room temperature in the Store
BIS WTC temperaturein makes customers comfortable
Surabaya the Store makes (X24)
customers
comfortable (X24)
Lighting Lighting Lighting Lighting in Store is
in Store is good good (X25)
(X25)
Color The colors Color The colors of buildings,
of buildings, furniture, and equipmentin

furniture, and
equipmentinthe
Shopare
attractive (X26)
Service Services
in the Store make
customers happy
(X27)
Suryana(2019)
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Experienti Experiential

al marketingis a

Marketin  marketing

g (X3) strategy that is
wrappedin the
form of
activities so as
to provide an
experience that
can make an
impressionon
the hearts of
customers of
the Samsung
Brandshop of
BIS WTC
Surabaya.

Customer
satisfaction is
the hope of the
Boncafe
Restaurant
Surabaya
customer after
receivingservice
that exceeds the
expectations of
the Samsung
Brandshop of
BIS WTC
Surabaya
customer
Customer
loyalty is the
habit of repeat
buying behavior
for Samsung
Brandshop of
BIS WTC
Surabaya
customers

Customer
Satisfacti
on (Y1)

Customer
Loyalty
(Y2)

Sense experience
Feel experience

Think experience

Act experience

Relate experience

Productsthat appealto
consumers'tastes (X31)
Restaurant staff are friendly to
customers (X32)

Restaurants always make
productinnovations (types of
products are always updated)
(X33)

Restaurantimage can increase
customer prestige (X34)

Use of mass mediafor
promotionaltools (X35)

Ekoputraet al. (2015)

Consumer
expectations of
the product
Repurchase
interest
Willingness to
recommend

Tjiptono (2015)

repeat purchase

referencesto
others

immune to other
products

Fulfillment of consumer Likert
expectations forthe product
Customers have aninterestin

making repeat purchases

Customers make repeat Likert

purchases more than 2x
Customers have referredto
otherpeople
Customersare immune to
similar products of other
brands (manufactured by
otherrestaurants)

Kotler & Keller (2016)

Source: SmartPLS 3.3.3 Output Data Processed (2021)

Result

It is known that the coefficient of the price path to customer loyalty is -0.041; while the store

atmosphere path coefficient to customer loyalty is 0.325; and the coefficient of the

experiential marketing path to the customer loyalty construct is 0.225, and the customer
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satisfaction path coefficient to the customer loyalty construct is 0.384. So the second
structural equation formed is:

Y, = —0,041X, + 0,325X, + 0,225X, + 0,384Y, 1

where Y2 is customer loyalty, X1 is price, X2 is store atmosphere, X3 is experiential marketing,
Y1 is customer satisfaction and is error term.

Based on the structural equation formed and the t-statistics value, it is known that the price
path coefficient is negative but not significant. So that the fourth research hypothesis (H4)
which states that "Price has a significanteffect on customer loyalty at the Samsung Brandshop
of BIS WTC Surabaya" is rejected. The store atmosphere construct path coefficient has a
significant positive value. So that the fifth research hypothesis (H5) which states that "store
atmosphere has a significant effect on customer loyalty at the Samsung Brandshop of BISWTC
Surabaya" is accepted. The coefficient of the experiential marketing construct path is also
positive and not significant. So that the sixth research hypothesis (H6) which states that
"experiential marketing has a significant effecton customer loyalty at the Samsung Brandshop
of BIS WTC Surabaya" is rejected.

The path coefficient of the customer satisfaction construct has a significant positive value. So
that the seventh hypothesis of the study (H7) which states that "Customer satisfaction has a
significant effect on customer loyalty at the Samsung Brandshop of BIS WTC Surabaya" is
accepted. While the error term in both structural models is the level of inaccuracy in
measuring the true path coefficient value due to the fallibility of the measurement instrument
(eg, an inappropriate Likert scale), data entry errors or respondent errors.

Discussion

The results of this study indicate that the price has a negative and significant effect on
customer satisfaction. The higher the price offered by the Samsung Brandshop of BIS WTC
Surabaya, the lower the customer satisfaction. This finding is in line with the research results
of Caoet al. (2017) on BizRate.com customers, as well as research by Subaebasni et al. (2019)
to PT. Strait Liner Express in Jakarta, and Wantara & Tambrin's (2019) research on Madurese
batik customers which have proven that price has asignificant effect on customer satisfaction.
So, if the priceisincreased just a little, then customer satisfaction will decrease drastically. On
the other hand, if the priceis lowered a little, it will have an impact on a significantincrease
in customer satisfaction.

However, the results of this study contradict the research of Mahmud et al. (2013) on
customers of the commercial aviation service industry which actually shows that the price has
no significant effect, where an increase in price does not significantly reduce customer
satisfaction. This is because the object of research is the customer of the commercial aviation
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service industry where the customer does not have many choices of types of flights, even
though the price increase remainsthe customer's choice because of the need for fast mobility,
so that the decrease in customer satisfaction is not too large if the price of flight services is
increased. While the object of this research is the Samsung Brandshop of BIS WTC Surabaya
customer with a product in the form of a smartphone which is also widely sold in other stores.
So, automatically the price competition between stores is very tight in this era, especiallysince
many marketing and selling processes use e-commerce.

The results of this study indicate that the store atmosphere has a positive and significant effect
on customer satisfaction. The higher the store atmosphere of the Samsung Brandshop of BIS
WTC Surabaya, the higher the customer satisfaction. This finding is in line with the results of
research by Furoida & Maftukhah (2018) on customers of Martabak Platinum Ruby Cafe
Pekalongan and Suryana's research (2019) on customers of Le Delice Café and Bakery which
proves that store atmosphere has a significant influence on customer satisfaction. However,
the results of this study contradict the findings of Jalil et al. (2016) on the customers of a
restaurant in Malaysia which actually revealed that the influence of store atmosphere on
customer satisfaction.

Store Atmosphere that must be considered by the management of the Samsung Brandshop of
BIS WTC Surabaya, among others: store cleanliness, music playing in the store, store aroma,
temperature, store lighting, even store colors and services provided to customers. However,
from these factors, the most urgent factor to be immediatelyimproved is the service provided
by the clerks or shop assistants to customers who are judged by customers to be still not
optimal or almost the same as the services provided in other stores, so that nothing is such as
shop clerks who are very patient and friendly to customers and are very attentive to customer
needs. If this store atmosphere is conditioned in accordance with most of the customer's
expectations, the customers will be more happy and satisfied to be at the Samsung Brandshop
of BIS WTC Surabaya.

The results of this study indicate that experiential marketing has a positive and significant
effect on customer satisfaction. The higher the experiential marketing experienced by the
Samsung Brandshop of BIS WTC Surabaya customers, the higher the customer satisfaction.
This finding is in line with the results of Chao's (2015) research on Fitness Club customers in
Taiwan, Widowati & Tsabita (2017) research on customers of The House of Raminten
Yogyakarta, research by Ekoputra et al. (2015) on 150 Eatery Bogor restaurant customers, and
research by Setiawan et al. (2018) on CGV Cinemas Hartono Mall Yogyakarta which proves
that there is a significant influence of experiential marketing on customer satisfaction.

Experiential marketing experienced by customers that are important to be considered by the
management of the Samsung Brandshop of BIS WTC Surabaya include: the products on display
if they can arouse the customer's appetite to visit the store, the products sold, the friendly
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nature of the officers, the initiative of the clerk or shop assistant to offer other products,
product marketing innovation so that itis different from other stores, store image, and media
used as a means of promotion. However, the most crucial factor to be improved is the friendly
attitude of the clerk or shop assistant which is still considered lacking by customers.

The results of this study indicate that price has a negative but not significant effect on
customer loyalty. The higher the price offered by the Samsung Brandshop of BIS WTC
Surabaya, the lower the customer loyalty, but the decrease in customer loyalty along with the
increase in price is not too large. This finding is in line with the research results of Mahmud et
al. (2013) on customers of the commercial aviation service industry which also proves that the
effect of price on customer loyalty is not significant. This shows that there are other factors
that are more binding on customer loyalty, so that customers do not really consider price
fluctuations.

However, the results of this study contradicted the results of research by Subaebasni et al.
(2019) on PT Strait Liner Express customers in Jakarta and Wantara & Tambrin(2019) research
on Madura batik customers which revealed that price actually had a positive and significant
effect on customer loyalty. This happens because the high price offered by PT Strait Liner
Express in Jakarta provides that the high price indicates the quality of the service and provides
more guarantees for the safety and timeliness of the distribution of goods, because the
average customer here is a company that uses imported raw materials. Likewise with Madura
Batik customers who are Madurese batik lovers from the upper middle class, so that the higher
the price, the more loyal customers are because it is related to the quality of the fabric and
batik motifs that look more classy. Meanwhile, smartphones sold by the Samsung Brandshop
of BIS WTC Surabaya are also widely sold in other smartphone shops, so the price has a
negative effect even though it is not significant.

The results of this study indicate that the store atmosphere has a positive and significanteffect
on customer loyalty. The more comfortable the store atmosphere, the higher the customer
loyalty. This finding is in line with the research results of Oztas et al. (2016) on Fitness Center
customers in Turkey and research by Furoida & Maftukhah (2018) on Ruby Pekalongan
platinum martabak customers which also proves that there is a significant influence of store
atmosphere on customer loyalty. However, the results of this study contradict Suryana's
(2019) findings on customers of Le Delice Café and Bakery which actually shows that store
atmosphere has no significant effect on customer loyalty.

The atmosphere of the store in offline purchases in the new-normal era is indeed a major
consideration for store customers to visit because it is closely related to health. In particular,
shops in mallsin the city of Surabaya that have entered the black zone area with the highest
number of people exposed to Covid-19 in East Java Province. Of course people will be very
vigilant and protective of themselves if they enter the mall area.
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The results showed that experiential marketing had a positive but not significant effect on
customer loyalty. The higher the experiential marketing experienced by the customer, the
higher the customer loyalty, but the increase in customer loyalty along with the increase in
experiential marketing is not too large. This finding is in line with the results of research by
Widowati & Tsabita (2017) on customers of The House of Raminten and Ekoputra et al. (2015)
on 150 Eatery Bogor restaurant customers who also revealed the insignificant effect of
experiential marketing on customer loyalty. However, this study contradicts the results of
Chao's (2015) study of fitness club customers in Taiwan which actually shows a significant
effect of experiential marketing on customer loyalty.

The results of this study indicate that customer satisfaction has a positive and significanteffect
on customer loyalty. The higher the customer satisfaction, the higher the customer loyalty.
This finding is in line with the results of Wantara & Tambrin's (2019) research on Madura batik
customers which also proves the great influence of customer satisfaction on customer loyalty.

The results of this study contradict the findings of Chao (2015) on Fitness Club customers in
Taiwan, Subaebasni et al. (2019) to customers of PT Strait Liner Express in Jakarta, and
Widowati & Tsabita (2017) to customers of The House of Raminten Yogyakarta which actually
shows that the effect of customer satisfaction on customer loyalty is not significant. The
insignificant effect of customer satisfaction on customer loyalty also shows that not all
satisfied customers will be loyal.

Conclusion

Based on the results of research and discussions that have been carried out, it can be

concluded that:

1. Price has a negative and significant effect on customer satisfaction, although not
significantly on customer loyalty Samsung Brandshop of BIS WTC Surabaya.

2. Store atmosphere has a positive and significant effect on customer satisfaction and loyalty
Samsung Brandshop of BIS WTC Surabaya.

3. Experiential Marketing has a positive and significant effect on customer satisfaction
although it is not significant on customer loyalty at Samsung Brandshop of BIS WTC
Surabavya.

4. Customer satisfaction has a positive and significant effect on customer loyalty for Samsung
Brandshop of BIS WTC Surabaya.

5. Customer satisfaction is able to mediate the effect of price, store atmosphere, and
experiential marketing on customer loyalty.
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ABSTRACT

This study aims to determine the effect of job satisfaction, work motivation and work ethic on
employee performance in PMI Malang City. The research location is the Indonesian Red Cross
Malang City which is located on JI. Buring No. 10, Malang City for the blood transfusion unit
(UTD) and on JI. Buring No.19 Malang City for the PMI Malang City headquarters unit. This
study used quantitative methods with a population of all PMI Malang City employees with a
total of 120 people. The data collection method uses probability sampling with proportional
random sampling, based on the Slovin formula, the sample in this study was 55 respondents.
Data analysis using Multiple Regression Analysis using the SPSS version 24 program. From the
research conducted in June 2022, the results of the study were obtained which showed that:
(1) There is no direct influence of job satisfaction on the performance of PMI Malang City
employees; (2) There is no direct influence of work motivation on the performance of PMI
Malang City employees; (3) There is a direct influence of work ethic on the performance of PMI
Malang City employees; and (4) job satisfaction, work motivation and work ethic have a
simultaneous influence on the performance of PMI Malang City employees
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Introduction

The Indonesian Red Cross (PMI) is a non-governmental organization established by the
government with the aim of assisting the government in the service of redheads. All have been
contained in the Law of the Republic of Indonesia Number 1 of 2018 concerning
Kepalangmerahan. PMI's Human Resources (HR) is animportant factor in PMI's humanitarian
services. Employees needed at PMI are required to be fast and precise in providing
humanitarian services to the community directly as a perpetrator of pmi services themselves.
The faster and more accurate the service-an.that is given to the community, the better the
overall quality of service and automatically customer satisfaction as an organizational goal can
be achieved.

PMI Malang City in this case is fully aware that the good quality of human resources is the
main capital of an organization in the process of development internally and externally,
therefore improving the quality and capacity of human resources is a mandatory thing that
must be improved. Its implementation is based on achievements in the efficiency and
effectiveness of the work. How well, the work done and as far as ma-na, the result of a job
that is in accordance with the objectives of the organization. Employee performance can be
measured by looking at the suitability between program planning and implementation,
cooperation in workgroups, understanding and ability of employees at work and evaluation in
achieving employee achievements. PMI employees are required to always work productively
with high enthusiasm so that in providing services to the community , they do not seem slow,

lazy and only to abort obligations.

Based on pre-survey observations that have been carried out by the author, in reality there is
a phenomenon about the performance of pega-wai in PMI Malang City which is still relatively
not optimal. According to Mangkunegara (2017) employee performance can be measured by
4 things as follows: (1) Kuali-tas.kerja; (2) Quantity.work; . (3) Performance of duties and (4)
Responsibilities. Work quality is a benchmark of the level of efficiency and effectiveness of
employees in carrying out their work. This is related to the actual conditions in PMI Malang
City, it seems that some employees are still carrying out work perfunctorily. Indicators of task
implementation for employees in PMI Malang City also seem to be very lacking. It can be seen
that not all employees can be relied on in carrying out tu-gas in each of their parts as well as
the ability of employees to innovate in work. During working hours at PMI Malang City, there
was a gap between eachsection and seemed to work alone according to their respective parts,
there were even some senior employees who did not know new employees from other parts

due to the weak adaptation of employees in socializing in their work environment.

Employees who have not been able to provide their best performance can be caused by: (1) .
The low sense of satisfaction of an employee at work can also be caused by the non-
implementation of a reward and punishment system that makes employees feel that they are
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not being paid attention to by the organization; (2) Low work motivation of employees, this
can be seen from the fact that there are still many employees who often leave the office or
their work for personal activities during working hours; and (3) . Low work ethic of employees
at PMI Malang City. These three factors are estimated to be the factors that cause employees
to not give their best performance to what is their duties and responsibilities. One of the
problems that often occurs in employees is dissatisfaction with the work done, resulting in low
employee performance. Job satisfaction can be related to the performance of the employee
himself. This means that in order to maximize employee performance, a company /
organization must be able to meet or even increase the level of job satisfaction of its
employees (Putra, 2020: 50).

The second factor that has a spirit in employee performance is motivation, motivation is one
of the factors that influence the performance of employees in the MALANG PMI environment.
Creating human resources for PMI Malang City employees who have a good morale to always
improve their competence and capacity is not an easy matter. Surely a person's motivation
will go down when what is obtained.does not match what is done or expected. According to
Zlate and Cucui (2015) work motivation is the top priority for a leader in an organization in
developing organizational strategy. According to Putra (2020:50) in an organization, employee
motivation is needed to achieve organizational goals. With high employee work motivation, it
is hoped that all individuals from un-sur employees are willing to work together and
enthusiastically so as to create an effective work environment for even better performance. If
the motivation of employees da-lam work is high, it is hoped that the kiner-ja of an
organization can be maximized. Inversely, if employee motivation is low, it can be ascertained

that employee performance will also not be optimal.

Another factor that affects employee performance is work ethic. Nurjaya (2021) proves that
work ethic has a significant influence on employee performance and the two things are very
closely related. The work ethic of every individual employee is needed in advancing an
organization. because otherwise the organization will find it difficult to compete with other
competitors and will eventually be hampered in achieving organizational goals. Employees
with a high work ethic will certainly show their attitude and disposition and confidence in
trying to complete a worker. The work ethic of PMI Malang City employees is seen from the
hard work of employees in completing their work hours and outside of working hours /
overtime. It can be seen that there are still some employees who do not take advantage of
working hours maximally and tend to explore the working hours that have been established
by doing activities that are not related to their workers. Some employees also have low
perseverance, judging from the work that never ends because it is influenced by factors such

as low discipline, godliness, responsibility and not showing a professional attitude at work.

Based on the facts that are part of the author's observations at PMI Malang City about the
existence of several employees who still have performance, satisfaction, motivation and work
ethic which are still not optimal. As well as the differences of opinion from several researchers
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as much as possible, so itis necessary to carry out re-research with different research objects.
This research will discuss the "The Spirit of Satisfaction, Motivation and Work Ethic towards
the Performance of Malang City PMI Employees" in order to examine whether there isa partial

or simul-tan influence with the object of Malang City PMI employees.

Problem Formulation

The formulation of the problems in this study is as follows: (1) Does job satisfaction affect the
performance of pmi pega-wai Malang City? (2) Does work motivation affect the performance
of PMI Malang City employees? (3) Does work ethic affect the performance of PMI Malang city
employees? (4) Does satisfaction, motivation and work ethic have a simultaneous effect on
the performance of PMI Malang City employees?

Research objectives

The purpose of the study in this study is to test and obtain empirical evidence regarding: (1)
The effect of work satisfaction on pega-wai performance at PMI Malang City. (2) The effect of
work motivation on the performance of employees at PMI Malang City. (3) The influence of
work ethic on the performance of employees at PMI Malang City. (4) The simultaneous effect
of satisfaction, motivation and work ethic on performance. employees of PMI Malang City.

Literature Review

In the face of global competition inthe world of work, employee performance is a mandatory
thing that must be improved in compiling organizational strategies. In understanding the
employee's work itself, here are some explanations from how many reliable sources are
related to employee performance. This research uses the theoretical basis of the opinion of
Mangkunegara (2017: 67) performance is defined as the result of work in terms of quality and
quantity that has been produced by employees in carrying out duties in accordance with the
authority and responsibility given by the organi-sasi. So the conclusion that can be drawn in
defining kiner-jais the result of the work of an employee seen from the point of view of quality
and quantity.which is carried out within a certain time in accordance with the duties and
responsibilities that have been received. Managing performance can mean managing all of an
organization's resources that are focused on employee performance. The management of
performance itself includes setting goals, selecting and placing employees, assessing
performance, determining compensation, employee education and training as well as capacity
building and management. Through the management system, an organization will design all
HR functions, ranging from the recruitment system, employee selection, training and
development of employee capacity, job description design, providing employee competencies
and assessments, with the aim of improving employee work so that the goals of orga-nization
can be met.

According to.Setiawan.dan Kartika (2014:1477) in measuring employee performance can use
the following indicators: (1) Accuracy of internal employees. Escaping the burden of his duties
in which there is management manages the time and accuracy of the pega-wai in completing
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his tasks. (2) The suitability of working hours is the ability of the pega-wai in carrying out
company / organization regulations in terms of timely entry and return to the ker-ja and the
number of attendance. (3) The level of employee attendance can be seen from the number of
absenteeism of employees in the specified period of time. (4) Cooperation between
employees shall demonstrate the ability of a pega-wai to be able to cooperate with other
employees incompleting their duties. Job satisfaction can be seen from the differencesin each
individual employee, according to the employee's own perception of his duties and
responsibilities. That is, the level of job satisfaction in each employee is not sa-ma. If an
employee in an organization has achieved work satisfaction, then the employee will feel
comfortable so that his interest in the organization will increase. Job satisfaction is an
employee's attitude towards their work by comparing the amount that employees should
receive with the number of awards received by employees from the organization (Robbin,
2015).

The perception of individual employees towards the burden of duties and the results obtained,
in addition to many other factors around the work environment that influence the attitude of
individual pega-wai towards their field of work. According to Sunarta (2019) job satisfaction is
not only about positive behaviors such as productive, discipline, initiative, discipline, obedient,
innovative and helpful. But also the control of negative behaviors of pega-wai, such as
corruption, theft, damage and other negative things with the aim of happiness, psychological
misfortune and quality of life of employees. Employees whose level of work satisfaction is high
will prefer their work to be less likely to get job satisfaction. Job satisfaction is very much
intrigued by several factors.that affect it. This is because of these supporting factors,
employees are able to feel the satisfaction of work or not. If an organization can present a safe
work environment, it can affect the feelings of the pega-wai in carrying out their duties. Good
leadership communication techniques with employees also play a very important role in
creating the satisfaction of an employee's work, this is related to the ability of communication
in hearing, understanding and acknowledging opinions and appreciations of employee

achievements in an organization.

According to Yuwono quoted by Spector.in Badriyah (2015: 241) where the technique of
identifying job satisfaction can use the following indicators: (1) Wages, (2) Promotion, (3)
Supervision, (4) Benefits, (5) Contingents rewards, (6) Operating procedures, (7) Co-workers,
(8) Nature of work , (9) Communication. From several explanations regarding job satisfaction
indicators, it can be concluded that if the employee job satisfaction indicators consist of the
content of work (oto-nomi.work and clarity of work), .management (support, work
environment, workplace environment, relationships.subordinate superiors and between
employees), job promotion (opportunities and systems promotion), training and
compensatory (salary and reward). In this case, an organization is able to give a clear picture
of job satisfaction to its employees. Work motivation is a benchmark that can be used to see
how long an employee can last in carrying out his work. Work moti-vasi is strengthened by the

ECOSIA INTERNATIONAL CONFERENCE XXII Page 123



THE EFFECT OF SATISFACTION, MOTIVATION AND WORK ETHIC ON THE PERFORMANCE OF PMI
MALANG CITY EMPLOYEES

attitude of the employee in the face of the work situation in order to achieve the goals of the
organization. In carrying out his tu-gas and responsibilities, an employee is required to carry
out the work earnestly and passionately. It is designed so that the work can be completed
quickly, .precisely and with maximum results. Abraham Maslow according to Mangkunegara
(2017:94) divides basic human needs into five levels, including: (1) Physiological care, (2)
Needs of safe ra-sa, (3) Needs of belonging, (4) Needs.self-esteem, (5) Needs.actualizing.self.
The indicators of work motivation according to Mangkunegara (2017) include: (1) Hard work,
(2) Future orientation, (3) Efforts to advance, (4) Selected colleagues, (5) High level of ideals,

(6) Task / goal orientation, (7) Perseverance, (8) Utilization of time

A person's work ethic is closely related to the character and personality of the employee in
question. Work ethic is shaped by the influences, habits, cultures and values that a person
believes in. In accordance with the opinion of Lie and Wijaya (2017) that work ethic is an
understanding and belief in something in a menda-sar way so that it can affect life and make
a principle of life. So that it can be concluded that in the work ethic itself contains passion and
enthusiasm in carrying out tasks optimally or even the employee will try to achieve a work
quality that is close to perfect. That is, there is a spirit from employees to perfect the results
of their work and avoid the potential risk of damage so that the details of their work are
prioritized to minimize or even eliminate errors or damage. The work ethic also draws the
attitudes of employees from the evaluative aspects possessed by individual employees from
the assessment.activities of ker-ja. Setiawan (2018) describes the in-dicator of work ethic as
follows: (1) Full of responsibility, (2) High morale, (3) Disciplined, (4) Diligent and serious, (5)
Maintaining mar-tabat and honor.

Research Model
The framework of the research concept can be described as follows:

Figure 1. Research Concept Framework
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Research Hypothesis
Hypotheses based on the results of the theory.and.concept framework that have been

previously outlined, then several hypotheses can be compiled as follows:
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H1: Job satisfaction has a positive and significant effect on employee performance at PMI
Malang City.

H2: Work motivation has a positive and significant effect on employee performance at PMI
Malang City.

H3: Work ethic has a positive and significant effect on employee performance at PMI Malang
City.

H4: Satisfaction, motivation and work ethic simultaneously have a significant impacton the
work of employees at PMI Malang City.

Method

This research falls into the category of causal associative research, which is to ask about the
relationship between two or more variables using a quantitative approach. This study will later
explain the .relationship .affects and.influenced from the variables-varia-bell that will be
studied, namely job satisfaction (X1), work motivation (X2) and work ethic (X3) to the
dependent variable.performance.employee (Y). This research uses a quantitative approach
because the data to be used in analyzing the inter-variables are expressed by numbers.

This research was carried out at PMI Malang City, JI. Buring No. 10 and 19 Malang City with
the implementation time in May 2022. With the population of these researchers , they are
employees of PMI Malang City with a total of 120 people. This study used a method of
retrieving probability sampling data with propor-tional random sampling. Probabili-
ty.sampling is a tek-nik sampling by providing opportunities for all members of the population
to become sam-pel. Meanwhile, proportional random sampling is random sampling of a
population regardless of its strata, Sugiyono (2017). So that the number of respondents who
will be used in this research is 55 people, with a sample distribution of 14 employees from the
Headquarters unit and 41 employees from UTD. The data collection method used in this study
was to use a questionnaire or questionnaire. Sugiyono (2017: 142) questionnaire itself is a
method of collecting data that is done by giving a set of questions or written statements to
respondents to answer. In this study, researchers used a closed questionnaire type, so
respondents only had to give a sign or tick (V) on one of the answers that were considered
appropriate.

Likertscale asa measure of attitudes, opinions and perceptions of a person or group of people
related to social phenomena. According to Sugiyono (2014:58) the likert scale used is a
minimum score of 1 to a maximum score of 4, so that a definite answer is obtained from the
response-den. The answer will appear to tend to agree or disagree, so it is hoped that the

results will be more relevant to the actual situation.
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Result

PMI Malang City consists of 2 units located on JI. Buring No. 10 Malang City for the Blood
Trans-fusion Unit (UTD) with a total of 89 employees and 31 employees from the Ya-ng
Headquarters Unit located on JI. Buring No. 19 Malang City. For administrative hours starting
from 07.00 — 14.00 WIB for Monday to Thursday, 07.00 — 11.00 WIB specifically for Friday and
07.00 — 12.30 WIB for Saturday. Se-dangkan for the blood service department and picket
officers are valid for 3 shifts within 24 hours, with a division of shift 1 at 07.00 — 14.00 WIB,
shift 2 at 14.00 — 20.00 WIB and for shift 3 from 20.00 — 07.00 WIB. For employees who are
scheduled in shift 3 have more operating hours than shif 1 or shift 2, so there is a policy from
the management of PMI Malang City for officers who are scheduled in shift 3 have the right to

get additional extra fooding.

Based on the results of the distribution of questionnaires that have been distributed to all
pmi employees in Malang City, in this study there were 55 respondents and have provided
some information about the situation of the respondents as ob-jek of this study, including:
gender classification, age, length of work and the respondent's last education. Primary data
is dio-leh.through distributing questionnaires in the form of Google Forms with the link:
https://bit.ly/AngketPMI to all PMI Malang City Employees

Table 1 Gender Characteristics

Gender Number Percentage
Male 32 58,18%
Female 23 41,82%

Respondents with the most male sex filled out this study questionnaire with a percentage of
58.18% of the total respondents totaling 55 people and 41.82% of respondents from PMI
Malang City employees with female sex. The number of respondents is relatively almost the
same between men and women, claiming male employees are needed in services, ambulance
pickets and disasters to ma-lam shifts, considering that there is a policy from the
management of pmi Ma-lang City for employees who are gassed shifts malang only for pe -
gadgets with male gender. Meanwhile, female employees are dominated by the
administrative and financial departments and the blood la-boratorium section in the Transfu-
si Darah Unit (UTD) which requires a high level of accuracy.

Table 2 Age Characteristics

Age Number Percentage
20 — 30 Years 14 25,46%
31 -40 Years 31 56,36%
41 - 50 Years 7 12,73%
> 50 Years 3 5,45%
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Judging from the table above, based on the age of response-den with an age range of 31 to 40
years dominates the pene-litian with a percentage of 56.36% of the total number of
responses-den of 55 people, while the second place with a percentage of 25.46% aged 20 to
30 years, followed by 12.73% for the age range of 41 to 50 years and only 5.45% with an age
range over 50 years. The data above shows an illustration that the average age of employees
at PMI Malang Cityisin an adult and productive age. Employees with an age spanning between
31 to 40 years are considered competent and able to be responsible for the work that is their
duty and authority.

Table 3 Characteristics of Length of Work Length of Work Percentage Amount

Length of Work Percentage Amount
1-5 Years 15 27,27%

6 —10 Years 17 30,91%
11 - 15 Years 13 23,64%
16 — 20 Years 7 12,73%
> 20 Years 3 5,45%

From the data of table 3 above, it shows that the span of length of work at PMI Malang City
from 55 respondents varies greatly. Seen from the table above, 27.27% of respondents with a
length of work of 1 to 5 years, 30.91% with a length of work of 6-10 years, 23.64% in the range
of 11-15 years, 12.73% stretched from 16—20 years and 5.45% in the working period span of
more than 20 years at PMI Malang City. The period of work is very influential in developing
enthusiasm and maximizing the potential that exists in the employee concerned to be able to
carry out their duties and responsibilities better. The lower percentage of employees working
in PMI Malang City will certainly cause assumptions about the low loyalty of employees in the
work environment of PMI Malang City itself.

Table 4 Characteristics of Final Education

Last Education Percentage Amount Last Education
SMA 12 21,82%
Diploma 25 45,45%
Undergraduate 17 30,91%
Magister 1 1,82%

The table above shows that respondents with a Diploma education level are the most
respondents reaching 45.45% among other educators out of a total number of 55
respondents. It is predicted that the distribution of job position holders in PMI Malang City is
highest in the Blood Transfusion Unit (UTD) rather than the PMI Headquarters Unit with 41
and 14 employees, so that the educational qualifications needed at UTD PMI Malang City are
education equivalent to Diplomas in the field of Kepera-watan, Blood Trans-fusion
Engineering Education (PTTD) and Blood Bank Technology (TBD).

The phenomenon that occurs from data on the age, length of work and the last education of
employees in the work environment of PMI Malang City makes researchers assume that
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employees have been recorded as devices for PMI Malang City after graduating from high
school / equivalent. However, in 2018, PMI Malang City obtained certificationon How to Make
Good Drugs (CPOB) from the Food and Drug Supervisory Agency (BPOM) in terms of blood
processing. The consequences that must be fulfilled by pmi Malang City on employees are to
jibkan pmi malang city employees who are involved in blood processing and laboratories to
have the last education of diploma 3 mini-mall which is linear with their duties and

responsibilities.

Descriptive Analysis of Variables

The description of the researchvariables was carried out in order to determine the description
of respondents' perceptions related to the statements submitted in the questionnaire about
satisfaction, motivation, work ethic and employee performance at PMI Malang City.
Descriptive analysis is the average value of respondents’ answers categorized by class
intervals. Da-lam this study used a class interval of 0.75, so it can be categorized as follows :

Table 5 Categories of Average Respondents' Answers

Category Interval Category Interval
3,25 -4,00 Excellent/ Very High
2,50-3,25 Good/High
1,75-2,50 Not good/Low
1,00 -1,75 Very bad/Very Low

Table 6 Descriptive Analysis of Indicators of Job Satisfaction Variables

Category Average Value Indicator Category Average
Job content 2,63 Baik/Tinggi
Management 2,87 Baik/Tinggi
Working environment 2,88 Baik/Tinggi
Job promotion 2,77 Baik/Tinggi
Compensation 2,92 Baik/Tinggi
Job training 2,90 Baik/Tinggi

Table 6 shows the results of a descriptive analysis of respondents on employee job satisfaction
variables, there are 6 indicators, including: job content, management, work environment, job
promotion, compensation and job training. According to the perception of the average pmi
employee in Malang City, it is stated that each of the indicators has a good / high category.
From the data obtained by researchersin this study, there was a high percentage of 50.9% of
the response-den which stated the dissatisfaction of Ma-lang City PMI employees towards the
current ker-ja promotion system (X1.12) and 47.27% stated that they were dissatisfied with
income based on employee work performance in the work environment of PMI Malang City
(X1.2). While 2 indi-kator falls into the category of not good/low, the terse-but indicator isa
statement of not being able to complete the amount of work as stipulated by the company
(X1.2) and very ja-rang taking permission (X1.12). Phenomenon related to 2 indicators of bad
/ low category in the Malang City PMI environment, the researcher concluded that if not all
employees in the Malang City PMI work environment have guidelines / job discription in
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working. This makes it difficult for employees to define the work target itself, thus affecting
the results of the X1.2.

Tabel 7 Descriptive analysis of work motivation

Category Average Indicator

Physical needs 2,55 Good/High

The need fora sense of security 2,89 Good/High
Social needs 2,94 Good/High

The need forrewards 2,73 Good/High
Need to achieve goal 2,69 Baik/Tinggi

Responses from respondents about work motivation variables showed that the work
motivation of PMI Malang City employees was in a good/high category. It can be concluded
that PMI Malang City employees have good work motivation with a percentage of 60% to 84 %,
which is indicated by the highest percentage of 84% of respondents who feel satisfied after
carrying out the duties that are their responsibility and authority (X2.7). In addition, PMI
Malang City employees also have a good work hu-bungan with colleagues (X2.4) and feel safe

and comfortable in the work environment of PMI Malang City.

This can be seen from the daily life of PMI Malang City employees who are able to cooperate
between several parts in achieving organizational goals. In addition, there were alsoa number
of respondents' answers that stated that they disagreed and strongly disagreed, such as in
the statement that the salary given had been able to meet the needs of life (X2.1) by 40% and
32.73% who said that the boss gave praise that Ji-ka could complete the task te-pat time
(X2.6). From terse-but data , researchers conclude that the salary of PMI Malang City
employees is still not enough to meet the needs of employees in big citiessuch as Malang City
and considering that the number of employees in UTD is 89 people with a division of 4 sections,
logically 1 section head is in charge of 22 to 23 employees. With such a comparison, the
process of monitoring and evaluating employees is difficult, so that the leadership does not
give praise to the employees one by one.

Table 8 Descriptive Analysis of Work Ethic Variable Indicators

Category Average Indicator
Full of Responsibility 3,21 Good/High
High morale 3,13 Good/High
Disciplined 3,10 Good/High
Diligent and serious 3,18 Good/High
Maintain dignity and honor 3,13 Good/High

In this study, the variables of work ethic were determined by five indicators, including: full of
responsibility (X3.1), high morale (X3.4), plinth-sided (X3.5), diligent and serious (X3.7) and
maintaining dignity and honor (X3.8). Table 5.12 shows that the average value of the indicators
constituting the work ethic variable was 75.76% who agreed and 19.80% said they strongly
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agreed while 4.24% said they did not agree and 0% who expressed disagreement. This proves

that the work ethic of the response-den isin good shape.

Table 9 Descriptive Analysis of Employee Performance Variable Indicators

Category Average Indicator

Accuracy of task completion 3,12 Good/High
Fit of working hours 3,06 Good/High
Attendance rate 3,00 Good/High
Cooperation between employees 3,13 Good/High

From the data from the des-cryptive analysis of respondents' perceptions of the performance
of PMI Malang City employees according to the table data above, there are 4 indicators that
reflect the performance of Malang City PMI employees, including: the accuracy of completing
tasks, the suitability of working hours, the level of attendance and cooperation between
employees. The average device of PMI Malang City agrees that the quality of work is good /
high or the employees of PMI Malang City are able to complete work appropriately, in
accordance with working hours and high attendance rates as well as good cooperation
between employees. The per-centase value was obtained as follows: 8% of respondents
expressed strong agreement, 70% of respondents agreed, 19% of respondents expressed

disapproval and 3% expressed strong disapproval.

Partial Hypothesis Test (t Test)

Table 10 Partial Test Results (t)

Variabel t hitung Sig. Kesimpulan
Kepuasan kerja 1.429 0.159 Tidak terdapat pengaruh
Motivasi kerja 0.653 0.517 Tidak terdapat pengaruh
Etos kerja 5.620 0.000 Terdapat pengaruh

First Hypothesis Testing (H1) is rejected which means there is no effect of X1 on Y.
Second Hypothesis Testing (H2) is rejected which means there is no effect of X2 on Y.
Third Hypothesis Testing (H3) is accepted which means there is an influence of X3 on Y.

Simultaneous Hypothesis Test (F Test)

Table 11 Simultaneous Test Results (F)

ANOVA?
Model Sum of Squares df Mean Square F Sig.
Regression 122,927 2 61,463 17.280 ,000°
Residual 98,971 51 2,749
Total 221,897 54

Table 11 above shows the significance value for the simultaneous influence of X1, X2 and X3
on Y is 0.000 < 0.05 and the calculated F value is 17.280 > F of table 2.7826 so it can be
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concluded that H4 is acceptable which means there is a simultaneous influence of X1, X2 and
X3onY.

Coefficient of Determination Delta Test (R2)

Table 12 Coefficient of Determination (R2) Test Results

Model Summary
Model R R Square Adjusted RSquare Std. Error of the Estimate
1 ,710° ,504 ,475 2,66241

Based on the above output, the R Square value is 0.504. This means that the simultaneous
influence of variables X1, X2 and X3 on variable Y is 50.4%.

Discussion

Based on the results of statistical tests in this study, there are several statements that answer
the problem, including:

The results of the data analysis test stated that the job satisfaction variable (X1) did not have
a significant effect on the performance of (Y) employees in the Malang City PMI environment.
An interesting fact was obtained by researchers with the object of employee research in the
work environment of PMI Malang City, where income did not have a significant effect on
performance. This is based on the fact that PMI is a social humanitarian organization that
indirectly makes employees in the work environment of PMI Malang City prioritize services
with high loya-litasin serving consumers / service users. Begi-tu also with a promotion system,
considering that the career path of PMI Malang City employees only has 2 levels of structural
positions, namely: section head (9 seats) and unit head (2 seats) with a comparison of 120 PMI
Malang City employees as a whole.

The results of the hypothesis analysis test explained that work motivation (X2) had no
significant effect on the performance of (Y) pmi employees in Malang City. The fact that
researchers have questioned in supporting this research ha-sil is that the management of PMI
Malang City has not been optimal in rapping the reward and punishment system in coaching
employees in the work environment of PMI Malang City.

The results of the hypothesis analysis test determined that work ethic (X3) had a significant
effect on the performance of (Y) PMI malang employees. This is obtained from a significance
value that is smaller than a (0.05) which is 0.000. This means that there is an influence
between the work ethic of employees on the kiner-ja of PMI Malang City employees in which
there are tang-responsibilities and carrying out work with full honesty. This supports previous
research by Suriansyah (2015), lkhsan Abd. Wahid (2019) and Wenty Fibrianti and Lela
Nurlaela W. (2020) who stated that work ethic has a positive and significant effect on
employee performance.
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The results of this study show that the variables of job satisfaction (X1), work motivation (X2)
and work ethic (X3) simultaneously have a significant influence on job satisfaction (Y) of PMI
employees in Malang City. The performance of the pega-wai can be influenced by three basic
things, namely: work satisfaction, work motivation and work ethic. An employee who has a
high work ethic will certainly describe a high morale, as well as high motivation and job
satisfaction will tend to make employee performance even better.

Conclusion

Based on the results of the study, several conclusions can be obtained as follows: (1) Prove
that job satisfaction (X1) does not have a significant effect on the performance of (Y) PMI
Malang City employees. (2) Prove that work motivation (X2) does not have a significantimpact
on the performance of (Y) PMI Malang City employees. (3) Prove that work ethic (X3) has a
significant effect on the work (Y) of PMI Malang City employees. (4) Prove that job satisfaction
(X1), work motivation (X2) and work ethic (X3) have a significant effect on the performance of
PMI Malang City employees.
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ABSTRACT

This study intends to analyze the effect of service quality and institutional image on customer
satisfaction, as well as the indirect effect on word of mouth through customer satisfaction at
the learning institution of Dipa Learning Center Malang City. This research used the sampling
technique of purposive sampling. The instrument for taking questionnaires was 74
respondents, namely parents of students from the learning institution of Dipa Learning Center
who were actively studying for at least 6 months until March 2022. The research data were
processed quantitatively descriptively by path analysis techniques applying the Smart PLS 3.3.9
application software. The results are supported by primary data using questionnaires. The
results indicate that: (1) Service quality has a significant effect on customer satisfaction; (2)
Institutional image has a significant effect on customer satisfaction; (3) Service quality has an
effect but is insignificant on word of mouth; (4) Institutional image has an effect but
insignificant on word of mouth; (5) Customer satisfaction has a significant effect on word of
mouth; (6) Service quality and institutional image have a significant effect on customer
satisfaction; (7) Service quality and institutional image have an effectbut insignificant on word
of mouth through customer satisfaction, and it is not proven that customer satisfaction is an

intervening variable.
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STRENGTHENING BALI'S RESERVE ECONOMIC BASE: THE IDENTIFICATION MADE PRE AND DURING
PANDEMIC

Introduction

The progress and growth of a country, especially Indonesia, depends on the educational
advancement of its citizens. It can be concluded that the more advanced the citizens'
education, the more developed their country will be. The Indonesian government's policy
towards education is always changing to adapt to national and global needs.

And in the last 2 years, many adjustments in terms of education have been made due to the
COVID-19 pandemic. Earlyin 2022, the government released the most recent instructions for
the use of limited online learning during the COVID-19 epidemic. These guidelines were
specified in a joint decree of four ministries; where face-to-face learning was limited and partly
not done directly and the duration learning is shorter than conditions before the pandemic.
This affects the ability of students in receiving material at school is decreasing.

Tutoring institutions as a form of solution for students to get additional enrichment material
carried out outside school hours, which aim to be able to understand lessons at school more
optimally, in addition to adding other skills outside of what is taught in formal schools. In
Malang city there are 82 LKP (Course and Training Institutions) that have an NPSN (National
School Identification Number) registered with the Malang city education and culture agency
(Dapodik Malang City, 2022). And one of them is Dipa Learning Center. Dipa Learning Center
is a tutoring institution that has been established in 2015, established in Malang city and
focuses on learning for children aged 3 to 15 years, namely pre-kindergarten, kindergarten,
elementary, and junior high schools. In the Dipa Learning Center, there are several tutorials
taught, namely abacus, mathematics, English, reading, writing, arithmetic, art, and swimming.
The concept being carriedis in one location for all tutoring, where the tag line used is "One

Stop Learning Course for Kids".

It can be explained, for the learning institution of Dipa Learning Center which caters to children
aged 3 to 15 years, it has two target markets/customers that must be considered, namely
students with an age range of 3 to 15 years as end users and the parents of students as
decision-makers. In this research, data collection will be carried out on the parents of students
as decision-makers, which on average belong to generation Y (born 1980-1996) and a few
generations X (1965-1980). Citing the BBC (in Kompas.com) Alexis Abramson, an expert on
generational grouping, says the disparity in years of birth characterizes different generations.
Generation Yis characterized by digital knowledge so that they cannot live without technology
and are more concerned with experience.

The data of Central Bureau of Statistics for 2022 shows that the number of kindergartens to
junior high school students in Malang city is 151,414 students. The following is the figures per
education level.
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Figure 1 Data on the Number of Kindergarten - Junior High School Students in Malang City for 2022
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From this figure can be seen that there is potential that opens up opportunities for learning
institutions, whether officially licensed or not, on a professional scale or on a home scale, to
develop in the education business. And this shows the existence of fierce competition
between these learning institutions.

To win the competition, it is necessary to have a prominent advantage for the Dipa Learning
Center to win the market, in this case by improving and maintaining the service quality and
the institutional image. The foundation to revenue development and customer enjoyment is
total quality (Kotler, 1997). This is also following the statement of John F, Welch Jr., former
CEO of GE, "Quality is our first-rate warranty of purchaser allegiance, our most powerful
protection in opposition to overseas competition, and the simplest route to sustained boom
and earnings" (Business Week, 1982 in Kotler and Keller). Customer satisfaction, company
revenue, and service quality are all strongly associated; the greater the quality level, the
higher the customer satisfaction, which also supports high prices with low expenses (Buzzle
& Gale, 1987 in Kotler and Keller).

According to Hidayati (2018), service users in the early stages decide to use services because
of their perceived quality, which in turn will arrive at the evaluation stage which leads to a
sense of satisfaction or dissatisfaction. Service users who are dissatisfied because the quality
does not match the initial perception will feel disappointed. This incident leads to the
possibility of choosing another service in the future. However, if the satisfaction obtained by
service users is following initial perceptions, it will form a good service image and loyalty to
the services provided, and in the end actively inform others such as friends, friends, and

family.

Based on field observations, management does not always know exactly what customers
want, both students as direct connoisseurs of services and parents as decision-makers. For
example, the management of the Institute thinks that learning with full and solid material will
be better for customers, in this case, students and also parents of students, because learning
targets can be achieved maximally and quickly. However, some students want learning that is
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interspersed with games so that it is not boring, as well as there are parents who do not want

students to get more learning pressure but expect maximum results.

In addition, the service quality determination by management is not yet specific or
standardized, and this creates a misunderstanding between communication and actionin the
field. An example is the handling of customer complaints, in this case, parents as decision-
makers must be fast, but it is not specified how many minutes, hours or days. This can also
lead to dissatisfaction that arises in the customer. Including the difference between the offers
on brochures that are advertised either directly or through online media with customer
perceptions of physical reality

Lupiyoadi (in Dharmawan and Hidayat, 2018) states that one way to ensure customer
satisfaction in the service business is through improving the service quality. Service quality has
a strong effect on customer satisfaction, where service quality can motivate consumers to
make repeat transactions or be loyal to the company. In accordance with Kotler and Keller
(2006), a person's sense of satisfaction or dissatisfaction results from contrasting their
expectations of a good or outcome with the actual outcome. Customers will be disappointed
if performance falls short of expectations. Customers will be satisfied if performance meets
expectations. If performance meets or exceeds expectations, the client will be extremely

delighted or satisfied.

Kotler (in Ratnasari, 2016) states that "Images are how the public perceives the company or
its product. Image is the collection of beliefs, ideas, and impressions a person has about an
object. People's attitudes and actions toward an object are highly conditioned by the object's
image.”. The public's perception of a corporation or its products is known as its image. An
image is a collection of assumptions, notions, and perceptions that an individual has about
something. People's attitudes and actions towards an object are largely determined by the
image of the object. Consumers buy anitem not because they just need the item, but because
there is something else that they expect. Something else is following the image formed in him.
Therefore, organizations need to provide information to the public to form a good image.
Levitt (in Ratnasari, 2016) states that: "The marketing imagination is the starting point of
success in marketing".

Facts in the field, the institution management is active in promoting the institution both
directly with the media brochures that are distributed as well as through online media as the
current trend is social media such as Instagram, TikTok, Youtube, and the Website. In which
the content is displayed in the form of the latest information, activities carried out as well as
testimonials or demos from students. In this case, the management of the Institute focuses
only on promotion, not on the formation of the institutional image itself.

In the research of Dharmawan and Hidayat (2018), it is stated that if a product or service is
not known by consumers, they are most likely not to buy it. WOM is among the most effective
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informational media. Word of Mouth (WOM) is how a goods or services is spread. Word of
mouth is not the same as informal communication, where the speaker tends to appear as a
more persuasive friend. The effect of word of mouth of a person is very strong because their
word of mouth information is reliable, and besides that, it can reduce risk when making
purchasing decisions.

The phenomenon of this problem is a strong and interesting reason to be used as a research
using scientific approaches. Several previous studies have been conducted regarding this
phenomenon. The most strongly related works are elaborated to obtain a research gap and
then serve as a guideline/support for conducting research.

Erni Setyowati and Wiyadi's (2016) prior study on the impact of service quality on customer
satisfaction demonstrates a favorable and substantial relationship between the two variables.
Customer satisfaction increases with improved service quality. Aprih Santoso, Sri Yuni
Widowati, and Zakky Fahma Auliya (2021) all make similar claims; Abdiannur (2019).

Subsequent research related to the institutional image on customer satisfaction that has been
carried out by Connie Chairunnisa (2018) shows that there is a positive effect on the image
variable of institution/brand/ institute/company on customer satisfaction. Dian Lestari
Ekawati (2019); Putu Yuke Prabandari Erawan, | G N Jaya Agung Widagda K (2020) state the
same thing, namely the higher image of an institution/brand/ institute/company, the higher
level of customer satisfaction.

In addition, research by Sugeng Lubar Prastowo (2019), shows that the service quality and the
image of institution/brand/institute/company have a positive and significant effect either
partially or simultaneously on word of mouth. Several studies have shown the same results,

namely research by Heri Prabowo, Widji Astuti, and Harianto Respati (2020).

Research by Egy Dharmawan and Imam Hidayat (2018) suggests that there is a positive effect
(indirectly) from the service quality variable on word of mouth through the mediation of
customer satisfaction and there is a positive effect from the image variable of the
institution/brand/institute/company (indirectly) directly) to word of mouth through the
mediation of customer satisfaction. In addition, this research also states that customer
satisfaction has a positive and significant effect on word of mouth. This is also found in the
research of Ina Ratnasari (2016); Garnis Anggi Saktiani (2015); Komang Melastri, I.G.A.K.
Giantari (2019).

However, the results of this research are not the same as the research by Mustikaningrum
Hidayati (2018) regarding customer satisfaction having a positive but not significant effect on
word of mouth, that it was found that customer satisfaction do not mediate the effect of

service quality on word of mouth.
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In addition, some studies are different from those mentioned in the previous paragraphs,
namely research by Justine Roy Balinado, Yogi Tri Prasetyo, Michael Naayat Young, Satria Fadil
Persada, Bobby Ardiansyah Miraja, Anak Agung Ngurah Perwira Redi (2021). The research
concludes that three of the five indicators of service quality, namely tangibles, responsiveness,
and assurance, do not affect customer satisfaction.

There is also a research by Connie Sondakh (2014) regarding the brand image variable that has
no significanteffecton the satisfaction variable. Based on the results of the researchexposure,

there are gaps in the problem/research (research gap).

Based on several existing theories and facts, it is necessary to conduct an in-depth study of
the effect that can create the formation of word of mouth through customer satisfaction
media, in this case, students at the Learning Institution of Dipa Learning Center in Malang, to
increase the growth of the number of students in the future. On this basis, the researcher is
interested in conducting research through a thesis entitled: "The Effect of Service Quality and
Institutional Image on Word of Mouth with Customer Satisfactionasan Intervening Variable
at the Learning Institution of Dipa Learning Center in Malang City."

The problem formulation of the researchis as follows:

1. “Is there any effect of service quality on customer satisfaction”?

2. “Is there any effect of institutional image on customer satisfaction”?

3. “Is there any effect of service quality on word of mouth”?

4. “Is there any effect of institutional image on word of mouth”?

5. “Is there any effect of customer satisfaction on word of mouth”?

6. “Does the service quality indirectly affect the word of mouth through customer
satisfaction”?

7. “Does the institutional image indirectly affect the word of mouth through customer
satisfaction”?

Empirical Studies

Service Quality

According to Kotler and Keller (2006), service quality is everything owned by a product or
service that can meet needs and can provide satisfaction to customers. Kotler, et.al (2006),
define service as a strategy made by the company because a company's product is not only in
the form of goods but can also be in the form of service. Based on these definitions, service
quality is the various efforts made by the company to fulfill the needs and expectations of
customers.

Parasuraman, Zeithaml, and Berry (in Kotler et al., 2006) develop a service quality
measurement tool called SERVQUAL (Service Quality) which can be used to understand the
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expectations of consumers' perceptions of service quality and divide service quality into five

dimensions (and this is will also be an indicator of service quality) as follows:

1. Reliability
The company's ability to meet customer needs in terms of service quickly, precisely, and
on time so that it will satisfy customers and very impressive.

2. Responsiveness
Initiatives that arise from employees in the service industry to provide fast and responsive
service to customers.

3. Assurance
Employees' attitudes or traits that can create trust in customers, including being polite,
knowledgeable, competent, and trustworthy, will help ensure that customers feel safeand
comfortable with the services provided by the company.

4. Empathy
The company pays attention to its customers by understanding their needs and providing
convenience in communicating with the company.

5. Tangibles
Physical evidence can take various forms, including the presence of competent employees,
the availability of complete facilities, and the use of modern and sophisticated
communication tools.

Institutional Image
According to Sopiah & Syihabudhin (in Prastowo, 2019), an image is a reflection or image ina

person's mind that arises because of emotions and reactions to the environment.

Brand image is defined by Keller (in Setyowati and Wiyadi 2016), as assumptions or opinions
about the brand in the minds of customers that must be maintained so that customers are
loyal to the brand. Brand image is consumer beliefs about a brand of goods or services.
Schiffman and Kanuk (in Setyowati and Wiyadi, 2016) argue that several factors form a brand
image, namely:

1. The service quality provided by the service provider company is of utmost importance.

2. Trustworthy, the product is reliable and related to the assumptions of consumers who
have consumed it.

3. Usability refers the usefulness of the goods or service that may be experienced by the
customer.

4. Serviceis related to the things that must be done by the company in providing services to
customers.

5. Risk, in connection with various matters that concern customers, service providers are
always trying to find new and better ways to serve them.

6. Price is the relationship between the cost of the product and the amount of money that
will be spent by consumers.

7. The image of the brand itself relates to the brand of the product itself.
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According to Kotler and Armstrong (in Sondakh, 2014), measurement of a brand's image may

be carried out using the following factors:

1. Strength
Strength is the umbrella term for the multiple tangible benefits that the relevant brand
possesses over competing ones. Itis possible to think of this brand as having an advantage
over other brands because of its benefits, which are connected to its physical attributes.
The physical appearance of the product, the functionality of all product features, the
product's pricing, and the visual appeal of the features that support the in-question
product are all included in this strong group, without limitation.

2. Uniqueness
The capacity to set one brand apart from others is known as uniqueness. This unique

impression arises from product attributes, which create differences between one product
and another. This unique group includes service, price difference, and differentiation.

3. Favorable
Favorable is a brand's capacity to be quickly and easily recalled by consumers, which is

crucial. The product brand's pronounceability ease, ability to stick in customers' thoughts,
and consistency with the company's desired brand image all fall under the favorable
category.

Customer satisfaction

According to Kotler (in Setyowati and Wiyadi, 2016) customer satisfuction is a state that
someone experiences when what they experience matches their objectives. According to
Tjiptono (in Setyowati and Wiyadi, 2016), there are several benefits of customer satisfaction,
namely:

1. Establish a good relationship between the company and customers.
2. Cancreate customer loyalty.
3. Canbe an effective advertising medium through word of mouth.

Lovelock and Wirtz (in Prastowo, 2019) define satisfaction as an emotional state after
purchase, and post-purchase reactions can result in anger, dissatisfaction, irritation,
neutrality, excitement, or pleasure.

Elliot and Shin (in Ratnasari, 2016) define consumer satisfaction as a student's subjective
evaluation of various outcomes and experiences related to education. Student satisfaction is
formed continuously from everyday life in the university environment.

According to Ratnasari (2019), for a customer-centric company, customer satisfaction is both
a goal and a means of marketing. Dissatisfaction will lead to disappointment and anger and
can encourage protests from consumers. Meanwhile, satisfaction will increase the company's
profitability and create loyalty. The creation of customer quality will benefit the company by
satisfying the wants and needs of buyers, resulting in increased loyalty and word of mouth
recommendations. To the general public, will offer this service and hope to provide the best
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benefits for the company. Highsatisfaction or feeling very happy from customers is associated

with a strong emotional relationship with the brand or service provider company.

According to Lupiyoadi (in Sondakh, 2014), five mainfactors need to be considered concerning

customer satisfaction, namely:

1. Product quality
If the results of their evaluations reveal that the products they utilize are of great quality,
customers will be satisfied.

2. Service quality
Good service or meeting expectations will satisfy customers.

3. Emotional
If someone utilizes a branded product and tends to have great satisfaction, customers will
feel confident and proud that others will be surprised. The satisfaction obtained with a
product is not based on its quality, but on the social value, it has for customers.

4. Price
Customers will receive more value from products with the same quality but at a cheaper
cost.

5. Cost
Customers are typically delighted with a good or service when they do not need to pay
extra or lose time in order to obtain it.

Kotler (in Ekawati, 2019) defines satisfaction as the intensity of a person's emotions following
a performance or outcome comparison with goal. Indicators of customer satisfaction include:

1. Conformity of expectations.
Expectations are the ideal desires and demands of consumers for services provided by

service providers
2. Interested to visit again.
Interest in becoming a loyal customer for the services received
3. Willingness to recommend.
Willingness to spread the good news and provide recommendations by word of mouth to
surrounding friends to use these services and benefit the institution

Word of Mouth
Hawkins et al. (in Prastowo, 2019) suggest that word of mouth (WOM) is an activity of
disseminating information from one person to another in the oral conversation, such as face-

to-face, over the phone, or digitally.

Kotler et al (2006) state that word of mouth (WOM) can be a very effective way for small
businesses to connect with their customers. WOM has become a major force in business-to-
consumer marketing and business-to-business marketing. In the end, positive word of mouth
will be the most effective promotional tool for the company.
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According to Ratnasari (2016), word of mouth is informal communication about products or
services, in contrast to formal communication, because in informal communication the
speaker tends to act as a more persuasive friend. A person's effect on word of mouth is very
strong because the information from oral sources is relatively reliable and reliable, and it can
reduce risk in purchasing decisions.

According to Rosiana (in Ratnasari, 2016), the dimensions of word of mouth consist:

1. Positive stories are the desire of consumers to share positive things about the products
they consume with others.

2. Recommendations are the desire of consumers to provide recommendations to others
who require details about high-quality goods.

Invitations are the willingness of consumers to invite others to use the products they have
consumed.

Method

Independent variable (X) is a variable whose value determines another variable. An
independent variable is one that influences or modifies how the dependent variable emerges.
Independent variables that will be used are service quality and institutional image. Ideally, an
intervening variable (Z) can change the direct link between the independent and dependent
variables into an indirect one. Customer satisfaction is the independent variable in this study.
A dependent variable (Y) is one that isimpacted by or develops as a result of an independent
variable. Word of mouth is the dependent variable in this study.

Figure 2 Research Concept Framework Sampling Method

Woedd of Motk
v

The population were the parents of Dipa Learning Center students until the latest data in
March 2022, which was 291. In determining the number of samples, if you look at the amount
of recapitulation data, it is too much to be used as respondents. Therefore, the sample in a
population can use the Slovin formulation to determine the minimum sample. This research
used a 90% confidence level, with an error rate of 10%. In this regard, the researcher can
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determine the minimum sample limitthat can meet the 10% margin of error requirement. The
trick is to enter the margin of error into the Slovin formulation.

_ 291
14+291x0.1%

n =74 1

In this research, purposive sampling was used, namely by giving boundaries to respondents
who meet the criteria, namely parents of students studying at Dipa Learning Center as of
March 2022.

Result

Data Processing Results

This research used the path method or path analysis using Smart PLS 3.3.9. The first step isto
make a specification of the path research model as shown in Figure 3

Figure 3 Research Model Specification

X2

The inner and outer models are described in the model specification. The inner model
demonstrates the relationships between the various constructs. The link between the
indicators and the corresponding construct was assessed using the outer model. Itis crucial to
separate the locations of the constructs and the connections among them when building a
path model like the one in Figure 3 It is decided if the constructions are exogenous or
endogenous. Exogenous constructs (X1, X2 in Figure 3) behave as independent variables and
do not have any arrows pointing at them, whereas endogenous constructs are characterized
by other constructs (Z and Y in Figure 3). The endogenous construct can function as an
independent variable when put between two constructs, despite frequently being regarded
the dependent variable in a relationship (Z in Figure 3).
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Outer Model (Measurement Model)

In this research, the indicator model is reflective. When assessing the outer reflective model,
researchers must ensure the reliability and validity of the model are valid. The dependability
of the construct's internal consistency is first tested using composite reliabilityand Cronbach's
Alpha. Table 4.1 supports the conclusion that the construct of the outer model is trustworthy
because Cronbach's Alpha is more than zero and composite reliability is greater than 0.6 (Hair
et al., 2014).

Table 1 Reliability Test Results

Cronbech’s | Composite Average Variance

Alpha | RA | mesisbitity | Extracted (AVE)
x1 0.958 0,961 0,962 2.601
X2 | cove 10923 |09 o702
Y_ 0927 0.340 0,549 | 20822
z 0,53 0,938 o4 0,74

Testing the construct's validity is the next stage. Convergent and discriminant validity of a
construct are key factors in determining validity. The degree to which a measure is positively
linked with different measures of the same construct is known as convergent validity. A
construct is declared convergently valid if the outer loading above 0.7 is tolerated up to 0.5
and AVE > 0.5 (Hair, et.al, 2014). And table 4.1 shows that this constructed model is valid
because the AVE value is > 0.5. Determination of an AVE value of at least 0.50 or higher
indicates that, on average, the construct explains more than half of the indicator variance.
According to Hair et al. (2014), AVE is the same as a construct's commonality and is calculated
as the average value of the squared loading of a group of indicators. Additionally, Figure 4.2
demonstrates that each indicator's outer loading value exceeds 0.5. (Hair, et.al, 2014). It
follows that the construct of this model is convergently viable if the outer loading over 0.7 is
accepted up to 0.5 and AVE >0.5.

Table 2 Convergent Validity Test Results

FORNELLALARCKER CRITERION | PATH COEFFEIENTS
' X1 X A I3 i [x1 X2 Y_ 'z
X1 n 398 X1 0101 0,408
| x2 0.92¢ | 0438 X2 0267 053z |
2 Joso  |oem | omor Y_ - I
3 | 0887 | oo 0,846 0,865 [z 0517

The cross-loading factor and Fornell-discriminant Larcker'svalidity test come next. The degree
to which a construct deviates fully from other constructs according to empirical standards is
known as discriminant validity. As a result, proving discriminant validity suggests that a
construct is distinctive and covers phenomena that may not be covered by other constructs in
the model. Table 4.2 shows that the discriminant validity test with Fornell-Larcker is valid,
where the value of AVE? > correlation of exogenous to endogenous variables, what is seen is
the value of the path coefficients (Path Coefficients) from X to Y, because the research method
uses Path analysis. A construct and its related indicators share more variance than any other
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construct, according to the Fornell-Larcker method's rationale. The discriminant validity test
with cross-loading is the next step. If the cross-loading indicator's value on a givenvariable is
higher than that of other variables, the indicator is said to have discriminantvalidity. The cross-

loading value for each indication is as follows:

Table 3 Discriminant Validity Test Results

x1 X2 Y 4
X111 0,740 0,601 0,660 0,627
X112 0.770 0,730 0,621 0,672
X113 0.607 0,631 0,460 0,400
X114 0,706 0,010 0,626 0625
X115 0.7623 0,734 0.666 0.716
X116 0rre 0,739 0,630 0,723
X121 0,800 0,606 0,658 0,670
X122 0.701 0,676 0.600 0,676
X123 0,796 0.661 0,600 0,669
X124 0,607 0,690 0,741 0742
X131 0,600 0,748 0,666 0.706
X132 0,661 0,797 0,722 0. /06
X141 0,631 0,754 0,661 0. 730
X142 00860 0.787 0.064 0.762
X143 0,662 0.612 0614 0.600
X151 0,030 0617 0,651 06823
X152 0,790 0.776 0.768 0.791
X211 0617 0,003 0,794 067y
X212 00832 0679 0,739 061/
X221 0.637 0.000 0,772 0.606
X222 0,619 0,709 0,623 0,624
X231 0747 0,663 0,619 0,714
X232 0.762 0.600 0.677 0.606
Y211 0,706 0,802 0,646 0,054
Y212 0610 (R 0,020 0624
Y221 0.713 0.706 0 626 0. 764
Yam 0,682 0,644 0,024 0,060
Z11 0,766 0,746 0670 0 BO6
712 0.607 0,763 0,737 0,066
Z110 0,724 0,724 0,694 0,044
Z12 0,812 0,/61 0,768 0,603
7122 0,622 0614 0.766 0,820
PR 0,020 0.071 0,040 0,092

Table 3 shows that the discriminant validity test with cross loading is valid. From the results of
the Outer model test (Measurement Model) that has been used on both reliability and validity
tests, it can be stated that this research model is reliable and valid.

Inner Model (Structural Model)

Therefore, the assessment criterion or the inner model test (structural model) is performed to
ascertain the model's viability after the reliability and validity have been established. This is
done by determining the size and importance of the path coefficient as well as the coefficient
of determination (R? value).

The effect size 2, predictive relevance (Q?), and Goodness of Fit provide additional insight into

the quality of path model estimates.
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Figure 4 PLS Algorithm

- - e QA

R Square (R?) indicates how many percent of endogenous constructs are explained by
exogenous constructs, based on the criteria (Chin, 1998 in Hair, et.al) namely 0.67 (strong),
0.33 (moderate), 0.19 (weak). In Figure 5.3 the results of the structural model show that
customer satisfaction (Z) has the strongest effect on word of mouth (Y) of 0.517, followed by
Institutional image (X2) which has a weak effect of 0.267, and service quality (X1) has a very
weak effect of 0.101. In addition, the three constructs explained 74.1% of the variance of the
endogenous word of mouth construct Y (R? =0.741), as indicated by the value in the circle. X1
(service quality) and X2 (institutional image) also together explain 84.9% of the variance of Z
(customer satisfaction).

Followed by the effect size (f2) showing how strong the effect of exogenous constructs on
endogenous constructs, based on the criteria (Hair, et.al, 2014) is 0.02 (weak effect); 0.15 (fair
effect); 0.35 (strong effect).

Table 4 Effect Size (f?)

EINE RN |2

[+ 13-

N

Table 4.4 shows how strong the effect of exogenous constructs on endogenous constructs. X1
(service quality) has a very weak effect (0.005) on Y (word of mouth) or it can be said to have
no effect, but X1 (service quality) has quite an effect (0.169) on Z (customer satisfaction). X2
(institutional image) has a weak effect (0.033) on Y (word of mouth), but it has quite an effect
(0.288) on Z (customer satisfaction). Meanwhile, Z (customer satisfaction) has a fair effect
(0.156) on Y (word of mouth).

To test the feasibility of the model based on the Stone-Geisser Q Square test, the calculations

are as follows:

Q?2=1-(1-R?)(1-R2)..(1- R} 2
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From the R square data table in table 4.5, the Q2 value is 0.961 (> 0), so the conclusion is that

this model has predictive relevance.

For the feasibility test based on Goodness of Fit (GoF), based on the formula, =

GoF =vVAVExR? 3
Table 5 Goodness of Fit
R Squme

_'...' Adjosted  AVL A Square s AVE  Gof
¥ ’ 4 s = ¥

L Y
4 n e ) a4

The GoF value of the customer satisfaction variable (Z) is 0.79 > 0.38, and the word of mouth
variable (Y) 0.78 > 0.38; then this model is said to be good or feasible.

Discussion

Hypothesis Testing (Bootstrapping)

For the hypothesis testing, it can be seen from the p-value data and t statistics (> 1.96; with =
0.05), shown in table 4.6, there are 2 significant direct effects, namely X1 (service quality) on
Z (customer satisfaction), X2 (institutional image) to Z (customer satisfaction) and Z (customer
satisfaction) to Y (word of mouth). Meanwhile, for X1 (service quality) on Y (word of mouth)
and X2 (institutional image) on Y (word of mouth), the direct effect is not significant. Based on

the description of the hypothesis then the proving is:

Hypothesis 1, It is expected that service quality (X1) affects customer satisfaction (Z)

Based on table 4.6 shows that there is a direct and significant effect between service quality
(X1) on customer satisfaction (Z), it can be seen in the T statistic 2.935 > 1.96 (a = 0.05) and p-
value of 0.003 indicated in green. These results are following the theory of Kotler and Keller
(2006), service quality is everything that is owned by a product or service that can meet needs
and can provide satisfaction to customers. This has similarities with the research by Erni
Setyowati and Wiyadi (2016) showing that there is a positive and significant effect on the
service quality variable on customer satisfaction. The higher the service quality, the higher the
customer satisfaction. The same thing was also stated by Aprih Santoso, Sri Yuni Widowati,
Zakky Fahma Auliya (2021); Abdiannur (2019).

Hypothesis 2, It is expected that the institutional image (X2) affects customer satisfaction
(2).

Based on table 4.6 shows that thereis a direct and significant effect between the image of the
institution (X2) on customer satisfaction (Z), it can be seen in the T statistic 4.031 > 1.96 (a =
0.05) and p-value 0.00006 indicated in green.

This result is following Lupiyoadi's theory (in Sondakh, 2014) which is one of the five main
factors that need to be considered concerning customer satisfaction, namely emotional,
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where customers will feel proud and have confidence that other people will be amazed if
someone uses branded products and tends to have high satisfaction. The satisfaction obtained
with a product is not based on its quality, but on the social value, it has for customers.

This has similarities with the research by Connie Chairunnisa (2018) which shows that there is
a positive effect on the image variable of institution/brand/institute/company on customer
satisfaction. Dian Lestari Ekawati (2019); Erni Setyowati and Wiyadi (2016) find the same thing,
namely the higher the image of an institution/brand/institute/company, the higher the level

of customer satisfaction.

Hypothesis 3, it is expected that service quality (X1) affects word of mouth (Y).
Based on table 4.6 shows that there is a direct and insignificant effect between service quality
(X1) on word of mouth (Y), it can be seen in the T statistic 0.362 < 1.96 (a = 0.05) and the p-

value 0.718 which is indicated by red.

These results have similarities with the research by Mustikaningrum Hidayati (2018) regarding
customer satisfaction having a positive but not significant effect on word of mouth, besides
that it was found that customer satisfaction did not mediate the effect of service quality on
word of mouth. However, the results differ from the research by Sugeng Lubar Prastowo
(2019), which shows that service quality has a positive and significant effect either partially or
simultaneously on word of mouth. This difference can occur due to different target
respondents, namely students (end users), the number of respondents (100 respondents), and

also the research location (University in Jakarta).

Hypothesis 4, It is expected that the institutional image (X2) affects word of mouth (Y).
Based on table 4.6 shows that there is a direct and insignificant effect between the
institutional image (X2) on word of mouth (Y), it can be seen in the T statistic of 0.953 < 1.96
(a =0.05) and the p-value of 0.341 which is indicated by red.

The difference in results with previous research, namely by Heri Prabowo, Widji Astuti, and
Harianto Respati (2020) shows that the image of the Institute has a positive and significant
effect, both partially and simultaneously on word of mouth. This can be due to differences in
the object of research (Airy hotel customers), the number of respondents (191), and the year

of research (2019).

Hypothesis 5, it is expected that customer satisfaction (Z) affects word of mouth (Y).
Table 4.6 shows that there is a direct and significant effect between customer satisfaction (2)
on word of mouth (Y), it can be seen inthe T statistic of 2.233 > 1.96 (a = 0.05) and the p-value

of 0.026 which is indicated by the color green.

This is following the theory by Tjiptono (in Setyowati and Wiyadi, 2016) that there are several
benefits of customer satisfaction, namely the establishment of a good relationship between
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the company and the customer; can create customer loyalty; can be an effective advertising

medium through word of mouth.

These results have similarities with previous research, namely by Ina Ratnasari (2016), it is
stated that customer satisfaction has a positive and significant effect on word of mouth. This
was also found in the research of Garnis Anggi Saktiani (2015).

Hypothesis 6, it is expected that service quality (X1) has an indirect effect on word of mouth
(Y) through customer satisfaction (2)

Based on table 4.7 shows that there is an indirect and insignificant effect between service
quality (X1) on word of mouth (Y) through customer satisfaction (Z), it can be seen inthe T
statistic 1.898 < 1.96 (a = 0.05) and p-value 0.058 which is indicated in red. Because it is not
significant, it can be concluded that customer satisfaction (Z) cannot mediate service quality
(X1) to word of mouth (Y), so it is not proven that customer satisfaction (Z) is an intervening
variable.

This finding is the same as previous research by Mustikaningrum Hidayati (2018) regarding
customer satisfaction. Customer satisfaction does not mediate the effect of service quality on
word of mouth. However, it is different from other previous studies, namely Egy Dharmawan
and Imam Hidayat (2018) suggesting that there is a positive (indirect) effect of service quality
variables on word of mouth through the mediation of customer satisfaction. This difference
can occur because the object of research is different, namely the customers of the AHASS

motorcycle repair shop in Sidoarjo, totaling 98 people.

Hypothesis 7, It is expected that the institutional image (X2) has an indirect effect on word of
mouth (Y) through customer satisfaction (Z)

Based on table 4.7 shows that there is an indirect and insignificant effect between the
institutional image (X2) on word of mouth (Y) through customer satisfaction (Z), it can be seen
in the T statistic 1.728 < 1.96 (a = 0.05) and p-value 0.085 indicated in red. Because it is not
significant, it can be concluded that customer satisfaction (Z) cannot mediate the institutional
image (X2) on word of mouth (Y), so it is not proven that customer satisfaction (Z) is an
intervening variable.

There are differences in the findings with previous researchers, namely Komang Melastri,
I.G.A.K. Giantari (2019) suggests that there is a positive (indirect) effect of the institutional
image variable on word of mouth through the mediation of customer satisfaction. Which can
happen because of differences in the objects of previous research, namely adult EF Learning

Institute students (end users) and taking a sample of 155 respondents.
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Table 6 Direct Effect Hypothesis Testing Between Variables
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Table 7 Indirect Effects Hypothesis Testing Between Variables
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Figure 5 Bootstrapping

Conclusion

Based on the results of the discussion, the following conclusions can be drawn:

1. There is a direct and significant effect between service quality (X1) on customer
satisfaction (Z), so the higher the service quality, the higher the customer satisfaction.

2. There is a direct and significant effect between the institutional image (X2) on customer
satisfaction (Z), so the higher the institutional image, the higher the customer satisfaction.

3. Thereisadirectand insignificanteffect between service quality (X1) on word of mouth (Y),
so the level of service quality does not have a significant effect on word of mouth (Y).

4. There is a direct and insignificant effect between the institutional image (X2) on word of
mouth (Y), so the high and low institutional image does not have a significant effect on
word of mouth (Y).
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5. Thereisadirectand significanteffect between customer satisfaction (Z) on word of mouth
(Y), therefore the higher the customer satisfaction obtained, the higher the word of mouth
(Y) by customers.

6. Thereisan indirect and insignificant effect between service quality (X1) on word of mouth
(Y) through customer satisfaction (Z). Because it is not significant, it can be concluded that
customer satisfaction (Z) cannot mediate service quality (X1) on word of mouth (Y), so itis
not proven that customer satisfaction (Z) is anintervening variable.

7. There is an indirect and insignificant effect between the institutional image (X2) on word
of mouth (Y) through customer satisfaction (Z). Because it is not significant, it can be
concluded that customer satisfaction (Z) cannot mediate the institutional image (X2) on
word of mouth (Y), so it is not proven that customer satisfaction (Z) is an intervening
variable.

Limitations

There are some limitations to this research. This research only focuses on using 5
dimensions/indicators of service quality (SERVQUAL), namely tangibles, reliability,
responsiveness, assurance, and empathy. There are still several other service quality factors
that can be considered for use in further research. In addition, try other dependent variables
that can have a significant effect on word of mouth, apart from the service quality and the
institutional image.

Suggestions

Institution Management of Dipa Learning Center

From the conclusions obtained, it is clear that the service quality and the institutional image
have an effect and significant on customer satisfaction. And customer satisfaction also has a
strong effecton word of mouth. So the advice that can be given to the managementis to focus

on strengthening the results or goals on customer satisfaction, namely by:

1. Improving service quality, focusing on 5 dimensions of SERVQUAL, namely reliability,
responsiveness, empathy, assurance, and tangibles. One thing that needs to be considered
againis that the cost of the course must be commensurate with what is received by the
customer or following customer expectations to be improved because based on the results
of the research, it was found that the outer loading value is lower compared to others.

2. Improving the institutional image, by increasing the number of activities that trigger brand
awareness, either through online or other media.

3. Conducting regular reviews from student parents regarding the benefits of researching at
the institution and also asking for feedback or input for upgrading to a better institution,
can be done once a month when reporting results to parents.

Further research
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There are limitations in this research both in terms of the number of samples and also the
respondents' selection, so for further research, it is hoped that at the time of sampling more
data can be obtained from respondents who have more than 1 year of experience because
the average program offered by the Dipa Learning Center is for each the level is 4-6 months,
and also add a suggestion or comment column on the questionnaire. And adding other
dependent variables that can support word of mouth, as well as adding service quality
indicators other than those that already exist to expand the findings of the research.
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ABSTRACT

This study aims to measure and analyze the influence of the development of several macro
social-economic fundamental indicators, governance indicators, and shadow economic levels
toward the level of Foreign Direct Direct Investment/FDI among G20 countries. By using
regression panel data analysis, this study also examines the most optimal relationship model
to explain the connection cross variables in each G20 country with using three panel data
models, namely the Common Effect Model (CEM), Fixed Effect Model (FEM), and Random
Effect Model (Rem)inthe 2002-2015 period. The results show that the FEM is the most suitable
for explaining the influence of the development of several macro-economic fundamental
indicators, governance indicators, and shadow economy levels to the foreign directinvestment
level among G20 countries. The results of the FEM provide conclusions that for the socio-
economic variable macro, there is a significant positive effect between the percentage of gross
capital formation (ratio of gross domestic product) to the level of FDI net. Related to the
governance indicator, the Regulatory Quality Index also has a significant positive influence on
the level of FDI net. Meanwhile, the level of Shadow Economy in general does not have a
significant effect to the net FDI level among G20 countries. However, if further analyzed in the
FEM model per country, it is known that there is a significant negative effect between the level
of Shadow Economy on the FDI net level in the country of one of the G20 countries, such as

Saudi Arabia.

KEYWORDS: Shadow Economy, Foreign Direct Investment, Governance, Panel, G20.
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THE EFFECT OF GOVERNANCE AND SHADOW ECONOMY ON FDI IN G-20 COUNTRIES (2002-2015)

Introduction

Technology revolution and financial markets inclusion have encouraged investment products
to develop rapidly, both long-term and short-term investments. In the 1980s, there was an
increase in investment flows almost in every country in the world. Capital inflow and outflow
in that decade grew almost 30% in average, or three times the rate of world exports at the
same periode. Even, in the 1990s there was a very sharp surge growth in capital flow

(Kosteletou and Liargovas, 2000) .

The movement of capital inflows to a country will be one source of funding for economic
activities. In addition, capital inflows can also be an option to overcome the balance of
payments deficit. Foreign investors' preferences for a country are one of the factors that
determine investors' decisions to invest so that capital inflows become a macroeconomic
variable that has high fluctuations. The existence of shocks in capital inflows due to an
economic transmission mechanism will affect the internal balance of a country (Syarifuddin,
2019).

One of the capital inflows that have long investment period is foreign direct investment (FDI).
According to the Harrod-Domar growth theory, the main requirement for a country's
economic growth is to encourage savings and investment with a certain proportion of total
output. However, developing countries have low level of savings and investment thus FDI is
believed to be one of the driving engines for economic growth. Besides its function as a tool
to increase investment resources and capital formation, it also can be an engine for technology
development with many benefits arising from positive spillover effects (Osinubi and
Amaghionyeodiwe, 2009).

Illicit Money, which is part of the shadow economy, is a threat to the global economy that has
the potential to reduce the entry of FDI so that it becomes one of the concerns in the SDGs
(16.4). Money laundering as aform of illicit money is defined asthe process of converting cash,
or other property resulting from criminal activity, so that it appears as if it came from a

legitimate source (McDonell, 1998) .

Figure 1. Spatial Map of Net Inflows FDI Among Countries around the World, 2019

FDI, net inflows 2019 (BoP, current USS)
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Empirical evidence suggests that higher FDI leads to lower shadow economy, but higher
shadow economy leads to higher FDI. This is because the shadow economy has a positive
effect on the economy in realterms as the theory of Kuznets's curve (Inverted U-Curve). Under
certain conditions, the shadow economy will be an additional resource in reinvesting in an
economy (Nikopour, 2008). However, the success of the policy to handle the current economy
remains one of the keys to the entry of FDI in every country, especially in the G20 countries.
A separate study on several G20 countries, shows that there is an opposite relationship
between FDI and the shadow economy. The higher the size of the shadow economy, the lower
the net FDI level. Based on 2015 data, G20 countries that have a low size of the shadow
economy tend to be categorized as high-income countries.

Figure 2. Comparison on Net Inflows FDI of GDP against Size of Shadow Economy

around G20 Countries, 2015
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Group of Twenty (G20) Presidency In 2021, the Government of Indonesia will focus on
encouraging joint efforts to recover the world economy with the big theme "Recover
Together, Recover Stronger". Thus, it is deemed necessary to provide input on policy
recommendations, especially in maintaining economic stability and financial integrity both at
the national level and in the G20 region, including reducing the impact that can be caused by
the current economy.

Rezky (2020) studies stated that the size of the shadow economy in Indonesia is still relatively
high. This is due to several factors, such as a high tax burden, strict regulations, high
unemployment rates in the formal economy sector, public perception of government
performance, and the high level of corruption in Indonesia. In an effort to strengthen policies
to increase the level of net FDI in Indonesia in particular and the G20 countries in general,
through handling the shadow economy and improving governance in various fields, it is
important to study more deeply through an econometric applicative approach regarding
"Analysis of the Effect of the GovernanceIndicatorsDevelopmentand the Shadow Economy
Levels on the Foreign Direct Investment Level in G20 Countries, (Data Period 2002-2015)".
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There are 2 (two) issues as the focus of this research:

1. What is the effect of the development of several macro-socio-economic fundamental
indicators, governance indicators, and the level of the shadow economy on the level of
Net FDI among G20 countries in general?

2. Are there differences in the influence of the development of several macro-socio-
economic fundamental indicators, governance indicators, and the level of the shadow
economy on the level of Net FDI between each of the G20 countries?

THEORETICAL STUDY

FDI theory

Foreign Direct Investment (FDI) is a form of capital inflow that has a long investment period.
Based on the results of a study by UNCTAD (1999), FDI is important for every country in
supporting the economy, especially in terms of:

Source of development finance;

Increasing competitive exports;

Empowerment of workers and improvement of expertise/skills;
Protection of environmental and social responsibility; and
Strengthening technological capabilities (transfer, diffusion, generate)

vk N

Therefore, the government in each country seeks to create a conducive investment climate to
attract FDI, including in terms of developing its policy framework.

Traditionally, FDI is only divided into horizontal FDI and vertical FDI, which only looks at the
interaction between home countries and host countries without looking at FDI in third-
countries. In horizontal FDI (market-seeking), the determination of foreign investment is
motivated by the search for market access to the destination country to avoid trade barriers,
such as transportation costs and import protection in the host country arising from
protectionist policies (Markusen, 1984; and Fugazza and Trentini, 2004). 2014).

In addition, vertical FDI (efficiency-seeking) is driven by differences in international factor
prices, where multinational companies will invest in host countries that have lower production
costs or input factors than their home countries (Helpman, 1984; and Fugazza and Trentini,
2014). In vertical FDI, it is estimated that there will be competition between the destination
country and neighboring countries regarding the withdrawal of FDI, thus causing a negative
impact on the destination country. However, the size or potential of a neighboring country's
market is not expected to have adirect influence because investors channel funds to a country

only to produce final goods, not as a market.

On the other hand, the development of the international trade system has led to an expansion
of the form of the FDI model, where there is a change in the bilateral framework to a
multilateral framework, which looks at the FDI relationship between the originand destination
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countries by including the effects of third party countries as a consideration for investment in
the destination country, namely export -destination. FDI platforms and complex vertical FDI.
Echolm et al. (2007) and Yeaple and Keller (2003) define an export-platform FDI (neighboring
market-seeking) in which multinational companies will invest in the destination country to
produce final goods that will be sold to third parties, especially when the destination country
and third market are included in the zone. free trade, so it has low trade barriers.

In addition, Baltagi et al. (2007) recognized the complex integration of trade between home
and host countries and introduced the complex vertical model of FDI . In this model, direct
investment goes to the host country with the motivation to establish production chains in
various countries to exploit comparative advantages, where the host country exports semi-
finished goods to third markets for processing before being sent to the final destination. In
complex vertical FDI, itis expected that there will be a positive spatial interaction between the
host country and third-party countries regarding FDI inflows and it is hoped that there will be
a positive spatial relationship of potential neighboring markets to FDI in the destination

country.

Camara (2002) examined the determinants of FDI flows into ASEAN and Latin America using a
panel data model. The result is that exchange rates and market size have a significantimpact
on FDI entering ASEAN and Latin American countries. Hoang and Bui (2015) analyzed the
determinants of FDI inflows to six ASEAN countries during 1991-2009 using the traditional
panel model. The result is that market size, trade openness, infrastructure quality, human
capital, and labor productivity are the main determinants of FDI locations in ASEAN. Tajul and
Hussin (2010) examined the impact of institutional quality on FDI flows into ASEAN using the
panel data method. The results show that institutional quality is a crucial part of developing a
policy strategy to encourage further entry of new FDI into ASEAN. In addition, they also found
a positive impact from market size, human capital, economic openness to FDI entering ASEAN.

Hoang (2019) looks at the determinants of FDI in ASEAN using a panel data model. The results
found that marketsize, economic openness, quality of infrastructure, human capital, and labor
productivity are the main factors that have a positive impact on FDI flows. In addition, it was
also found that exchange rate policies, real interest rates, political risk, and quality of
institutions had an impact on FDI flows. However, cheap labor wages do not help in
encouraging FDI, as investors tend to be more interested in labor productivity.

In addition, there is a panel data model called the gravity model, which can explain bilateral
flows between origin and destination countries, which focuses more on FDI flows that are
influenced by the economic size of the origin and destination countries, and the distance
between them. However, this model does not consider the spatial interaction between
neighboring countries and the host country. Ismail et al. (2009) identified the determinants of
FDI in ASEAN countries using the semi-gravity model by looking at the existence of AFTA. By
using 18 investor countries and 9 ASEAN countries (except Cambodia) as host countries, the

ECOSIA INTERNATIONAL CONFERENCE XXII Page 161



THE EFFECT OF GOVERNANCE AND SHADOW ECONOMY ON FDI IN G-20 COUNTRIES (2002-2015)

results show market size, the closer the distance, the more similar the language and
boundaries, the expansion of the market relative to distance will increase foreign investors. In
addition, low inflation rates, rising exchange rates, good government financial management,
telecommunications and infrastructure, as well as trade and transparency policies can also
increase FDI into ASEAN.

Blattner (2005) analyzed the determinants of bilateral FDI flows for 10 countries in East and
Southeast Asia, including the five ASEAN members by differentiating 10 industries, using a
gravity model. He looked at the determinants for stock FDI lag and found that GDP, distance,
wages, and foreign exchange were among them. Eichengreen and Tong (2007) conducted a
study to see whether the FDI received by China would harm other destination countries by
using the gravity model, in which it tries to capture the effect of third country FDI in China.
The sample used is 29 OECD countries of origin and 63 OECD and non-OECD destination
countries, six of which are ASEAN members. Hattari et al. (2013) examined the determinants
of bilateral FDI flows in six ASEAN countries, China, and India using a gravity model. The results
show that distance is a determining factor, with the largest bilateral FDI flows occurring
between Singapore, Malaysia, and Thailand, with FDI flows from intra-ASEAN increasing since
the 1997 financial crisis. Using the gravity model for 30 OECD and nine ASEAN countries with
Including the free trade dummy, Thangavelu and Narjoko (2014) examine the determinants of
bilateral FDI flows.

The labor force variable measures the pool of potential that has the best prerequisite for
working in the shadow economy. On the other hand, individual with work have less free time
at their disposal. So, time acts as restrictions on being active in the shadow economy.
Unemployment has incentive not to report their extra hours because otherwise they will lose
their financial support. If the wages of illicit work and financial aid together generate more
income than regular work and overtime, taking into account detection and penalty fees and
the assumption of risk neutrality, full time off limits working as an unemployed person result
in higher utility ceteris paribus. Likewise situation, the danger that one stays in the shadow
economy and turns around job offers down are increasing (Schneider and Enste, 2002).

Shadow Economy

Various different terms are used from the shadow economy, including underground, non-
observed, hidden, informal economy and so on. Some definitions include activities carried out
by individuals for their own benefit or on a reciprocal basis, most of which will generally not
be taxed (OECD, 2017). Shadow economy refers to economic transactions that are considered
illegal, either because the goods or services being traded are unlawful, or because the
transactions fail to comply government reporting requirements. Shadow economy is also
defined asincome from the production of goods and services, both from financial and barter
transactions that are intentionally not reported to the tax authorities (Dermawan, 2010).

The shadow economy according to Feige (1990) and based on the following authors — Tanzi,
Smith, Feige, Thomas, Schneider and Bagachwa — is divided into four groups, namely:
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1. lllegal economy, namely the activity of producing goods and services that violate the law
such as narcotics, prostitution, smuggling, theft and so on.

2. Undeclared economy, namely activities carried out with the aim of avoiding the fiscal rules
that have been set including in tax laws, tax and contribution evasion, and fraud for profit.
The cumulative measure of undeclared income is the amount of income that should have
been reported to the tax authorities but was not made.

3. Unregistered (unrecorded) economy, ie activities that are not registered by official statistics
even though they should be. This results in a discrepancy between the total actual income
and the income registered in the government system.

4. Informal economy, namely activities that reduce company costs and violate administrative
rules governing property rights, work agreements, credit agreements, and social security
systems.

There are several approaches taken to determine the value of the shadow economy, namely:

1. The direct approach, carried out at the micro level, aims to determine the size of the
shadow economy at a certain point in time. An example of a direct approach is through a
survey of shadow economy actors or through an audit conducted by the tax authorities.

2. The indirect approach is carried out by utilizing macroeconomic indicators as a proxy for
the development of the shadow economy from time to time. The macroeconomic
indicators used are as follows:

a. The monetary approachis carried out by looking at the elasticity of demand for currency
against the tax burden (one of the driving factors for the emergence of the shadow
economy ). This is done with the assumption that shadow economy actors tend to use
cash more in their transactions so that they are more difficult to track than transactions
involving banks or financial institutions.

b. The discrepancy approach in official statistics is carried out by calculating income and
expenditure statistics on the national balance sheet. If there is a difference between the
two, there is a possibility of shadow economy activities in that country.

c. The employment statistics approach is carried out by observing a decrease in the
employment participation rate in the official sector, assuming that the overall labor
participation rate remains constant.

The modeled approach treats the shadow economy as an unobservable (latent) variable
associated with a set of (observable) indicators that reflect changesin the size of the shadow
economy. MIMIC is a model for estimating the value of “unobservable parameters” which
scholars call “latent variables”. This method examines the relationship between variables that
affect a latent variable and sees the effect of these variables on the variables that are
influenced by it. In this study, the underground economy is treated as a latent variable and
assumed to be influenced (caused) by parameters such as tax burden, unemployment,
regulatory intensity, morality and enforcement (structural model).
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Shadow Economy and Its Effect on FDI

Several researchers have conducted an analysis of FDI and the shadow economy with a global,
regional, and national scope. One empirical evidence states that higher FDI causes a lower
shadow economy, but a higher shadow economy causes higher FDI. This is because the
shadow economy has a positive effect on the economy in real terms as the theory of Kuznets's
curve (Inverted U-Curve). Under certain conditions, the shadow economy will be an additional
resource in reinvesting in an economy (Nikopour, 2008) .

Another study conducted by Nugraha (2013), entitled The Impact of Corruption and Money
Laundering on foreign Direct Investment in ASEAN. The dependent variable uses FDI Inflow.
This research method uses panel data regression analysis with independent variables
consisting of: dummy presence of FIU (Financial Intelligence Unit), CPI (Corruption Perception
Index), GDP (market size), Inflation, Exchange Rate, Interest Rate, Labor Force, Degree of
Openness. The research data uses a data pool for the period 2000-2009. This research
concludes that the existence of FIU is positively related to FDI Inflow and CPI has no significant
effect on FDI Inflow.

Goel et al. (2020) conducted a study entitled " International Movements of Money and Men:
Impact on The Informal Economy". The analytical method used is panel data regression
analysis with the informal economy or shadow economy as the dependent variable and FDI
inflows, inward development aid, and immigration on the informal sector. as an independent
variable. The study also used several control variables, namely: GDP, population, economic
freedom, government size, democracy, inflation, Index of globalization, Index of economic
globalization, Index of social globalization, Index of political globalization, Tax burden). The
conclusion of this study is that FDI and immigration increase the informal sector, with the
effect of immigration being relatively stronger. FDI inflows reduced the informal sector, but
the statistical significance was low. Among the control variables, the size of the government
has an effect on increasing the informal economy, while inflation sometimes reduces the
informal sector.

Governance and Its Effect on FDI

Huynh et al. (2019) conducted research entitled “One-way Effect or Multiple -way Causality:
Foreign Direct Investment, Institutional Quality and Shadow Economy?”. The research
variables used are FDI, shadow economy, and institutional quality, while the control variables
consist of: Ratio of Grosss capital formation in GDP, The labor force participation rate, School
enrollment-tertiary, Average wage monthly per worker, Ratio of import & export in GDP, GDP
growth rate, Fuel exports on total exports, Democratic Index, Economic Freedom Index,
Average years of schooling, Gross national income per capita, The component Burden of
government regulations, Unemployment rate, Population aged over 65 years, Urban
population . This research uses dynamic panel analysis and simultaneous-equation modeling.
The conclusion obtained is that institutional quality has an effect on attracting incoming FDI
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and FDI in turn improves institutional quality. Institutional quality is not only a cause but also
a consequence of the shadow economy, and FDI inflows help reduce the shadow economy
through institutional improvement channels and the lower shadow economy — which
improves institutional quality — will encourage FDI inflows.

Method

Model Specification

This study analyzes the relationship between the development of several macroeconomic
fundamental indicators, indicators of Governance, and the level of the Shadow Economy on
the level of Net Direct Investment (FDI) among the G20 countries. By using panel data
regression analysis, this study also examines the most optimal relationship model to explain
the relationship between variables in each G20 country using three panel data models,
namely: common effect model (CEM), fixed effect model (FEM), and random effect model
(REM) in the period 2002-2015.

Based on the economic theory of FDI, itisassumed that the econometric empirical model used

is as follows:

FDIy; = ay + B1 ECorowrny + B2 CAPpogm;, — B3 UNEMPL; + B, ROL; + B5COC; +

Bs GOVippy + B7 PSpovy, + BsRQy +BoVACy — B1o SIZEgp,, + € ... 1

Information:

FDI : % Foreign direct investment, netinflows of GDP from countryi( =1,..., ) yeart(=
1,..)

EC_GROWTH : Percentage of EconomicGrowth fromcountryi(=1,..,)inyeart(=1,...,)

CAP_FORM : Gross capital formation, % of GDP from countryi (=1,..., ) yeart (=1,...,)

UNEMPL : Unemployment, % of totallabor force from countryi (= 1,...,, ) yeart (=1,...,)

ROL : Rule of Law Index from countryi (=1,.., Jyeart(=1,..., )

coc : Controlof Corruption Index from countryi(=1,..., )yeart(=1,...,)

GOV_EFF : Government Effectiveness Index of countryi(=1,..., ) t-thyear(=1, ...,)

PS_AOQOV : Political Stability and Absence of Violence/Terrorism Index from countryi(=1,..,
)yeart(=1,..,)

RQ : Regulatory Quality Index from countryi (= 1,..., ) yeart (=1,...,)

VAC : Voice and Accountability Index from countryi(=1,..., ) yeart (=1,...,)

SIZE_SE : Size of Shadow Economy, % of GDP from countryi (=1,..., ) yeart(=1,...,)

Research Hypothesis:
Based on the theoretical study described previously, the hypotheses in this study consist of:

1. Socio-Economic Fundamental Variables affect the Net FDI Rate in G20 countries:
a. The percentage of Economic Growth is positively related to the Net FDI Rate in the
G20 countries.
b. The percentage of Gross capital formation to GDP is positively related to the Net FDI
Rate in G20 countries.
c. The Unemployment Rate is negatively related to the Net FDI Rate in the G20
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countries.
2. Governance variables affect the level of Net FDI in G20 countries:
a. Ruleof Law Index is positively related to the Net FDI Rate in G20 countries.
b. Control of Corruption Index is positively related to the Net FDI Level in the G20
countries.
c. Government Effectiveness Index is positively related to the Net FDI Rate in the G20
countries.
d. The Political Stability and Absence of Violence/Terrorism Index is positively related to
the Net FDI Rate in G20 countries.
e. The Regulatory Quality Index is positively related to the Net FDI Level in the G20
countries.
f.  The Voice and Accountability Index is positively related to the Net FDI Rate in the G20
countries.
3. The Shadow Economy measure is negatively related to the Net FDI Rate in the G20
countries.

Data and Variable Definition

This study examines the determinants of FDI in 19 countries from the 20 countries that are
members of the G20 Group (Argentina, Australia, Brazil, Canada, China, France, Germany,
India, Indonesia, Italy, Japan, South Korea, Mexico, Russia, Saudi Arabia). Arabia, South Africa,
Turkey, United Kingdom, United States) with the type of data used is secondary data in the
form of an annual time series (annually time-series) and the time range is from 2002 to 2015.
Governance indicators used in the analysis refers to the dataset designed by Kaufmann et al.
(2008). These indicators build on information gathered through cross-country surveys and
expert opinion polls. Kaufmann et al. (2008) used a construct component model, covering
about 212 countries for each indicator. There are six different indicators, each representing a
different dimension of governance, namely: (i) Voice and Accountability, (ii) Political Stability
and Lack of Violence, (iii) Government Effectiveness, (iv) Regulatory Quality, (v) Rule of Law,
and (vi) Control of Corruption. The analytical method used in this study is the panel data
regression method. The variablesand data sources used in the detailed estimation can be seen

as follows:
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Table 1. List of Research Variables and Data Sources

Variable Name el Information Unit Data source

FDI % Foreign direct investment, net Percent International Monetary
inflows of GDP Fund

EC_GROWTH Economic Growth Percentage Percent World Bank national

accounts data

CAP_FORM Gross capital formation, % of Percent World Bank national
GDP accounts data

UNEMPL Unemployment, % of total labor Percent International Labor
force Organization

ROLLER Rule of Law Index Index www.govindicators.org

cocC Control of Corruption Index Index www.govindicators.org

GOV_EFF Government Effectiveness Index Index www.govindicators.org

PS_AOV Political Stability and Absence Index www.govindicators.org
of Violence/Terrorism Index

RQ Regulatory Quality Index Index www.govindicators.org

VAC Voice and Accountability Index Index www.govindicators.org

SIZE_SE Size of Shadow Economy, % of Percent Schneider(2007)
GDP

Result

Best Model Selection, Simultaneous Test (F Test), and Model Fit Test

Based on the results of panel data regression analysis using eviews 9.0, it is known that the
panel fixed effect model (FEM) is the most suitable for explaining the influence of the
development of several macro-socio-economic fundamental indicators, governance
indicators, and the level of the shadow economy on the level of foreign direct investment
among the G20 countries.

From the results of the processing of the FEM model, it was obtained that Adjusted R-squared
= 0.333876, meaning that the variation of the 10 independent variables was able to explain
the variation of the dependent variable. The Net FDI level was 33.3876%. While the rest (100%
- 33,3876% = 66.6124%) are variations of other independent variables that affect the Net FDI
Level model but are not included in the model . The significantvalue of the F test on the model
is 0.000000 < 0.05, indicating that statistically 10 independent variables jointly affect the
dependent variable Net FDI level and model fit to test the hypothesis. The results of processing

the fixed effect model panel model can be summarized in the following table:
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Table 2. Comparison of Processing Results

Variable el Independent Coefficient Prob. Conclusion
C -0.375921 0.8482 not significant
CAP_FORM? 0.139937 0.0017 significant *
coc? 0.300441 0.6492 not significant
EC_GROWTH? 0.000475 0.9883 not significant
GOV _EFF? -0.448880 0.5565 not significant
PS_AQV? 0.543572 0.2553 not significant
ROLLER? -1.993115 0.0903 (-) significant *
RQ? 1.577681 0.0857 (+) significant *
SIZE_SE? 0.019494 0.7656 not significant
UNEMPL? -0.101089 0.1375 not significant
VAC? -0.60912 0.5232 not significant
R-squared 0.404259
Adjusted R-squared 0.333876
F-statistics 5.743700
Prob(F-statistic) 0.000000
Discussion

The Effect of Macro Socio-Economic Fundamental Indicators on the Net FDI Rate in G20
Countries
Strong socio-economic fundamentals are needed in attracting FDI to a country. Based on the

results of the FEM panel model as shown in Table 2, itis known that of the 3 macro socio-
economic variables, only the percentage of gross capital formation (ratio to gross domestic
product) has a positive effect on the level of Net FDI at a significance level of 10 percent. The
slope value is 0.139937 shows that if the percentage of gross capital formation (ratio to gross
domestic product) increases by 1 percent, the net FDI rate will also increase by 0.139937
percent assuming cateris paribus. This is theoretically relevant that there is a significant
positive effect between the percentage of gross capital formation (ratio to gross domestic
product). to the Net FDI Rate.

The Effect of Governance Indicators on the Net FDI Level in G20 Countries

The quality of an institution is an important key that influences the decisions of economic
actors to operate in the shadow economy. If the government is seen as good by the
community and not wasteful and corrupt, then economic actors who are willing to participate
in the formal sector and fulfill their obligations, especially paying taxes, will increase.
Conversely, if the government is inefficient and corrupt, then economic actors have low trust
and the possibility to fulfill their tax obligations is also low (Torgler & Schneider, 2007).

Based on the results of the FEM panel model on the governance indicators side, of the 6
indicators tested, only the Regulatory Quality Index variable has a significant positive effect
on the level of Net FDI at a significance level of 10 percent. The slope value is 1.577681 shows
that if the Regulatory Quality Index increases by 1 unit, the level of Net FDI will also increase
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by 1.577681 percent assuming cateris paribus. This is theoretically relevant that there is a

significant positive effect between the Regulatory Quality Index on the Net FDI Level.

Effect of Shadow Economy Level on Net FDI Rate in G20 Countries

Shadow economy activities are economic activities both legal andillegal that contribute to the
calculation of GDP but are not detected. This activity is a threat to the global economy that
has the potential to reduce the entry of FDI so that it becomes one of the concerns in the SDGs
(16.4).

Based on the results of the FEM model, it is known that the level of the shadow economy in
general has no significant effect on the level of Net FDI among G20 countries at a significance
level of 10 percent. The insignificant effect of the shadow economy level on the Net FDI level
is allegedly because in some G20 countries, the shadow economy level has a positive effect on
the economy in real terms as Kuznets's curve theory (Inverted U-Curve) explains that under
certain conditions, the shadow economy will become an additional resource. inreinvesting in
an economy (Nikopour, 2008).

However, if analyzed further on the FEM model per country, itis known that there isa
significant negative effect between the level of the shadow economy on the level of Net FDI
in one of the G20 countries, namely: Saudi Arabia. The higher the size of the shadow
economy, the lower the net FDI level in the country. The slope value of - 1. 015659 indicates
that if the level of shadow economy Saudi Arabia increases by 1 unit, then the level of Net

FDI in Saudi Arabia will decrease by 1.015659 percent assuming cateris paribus.

Conclusion

Based on the results and the analysis of this study, could be implied several important

conclusions:

1. The panel fixed effect model (FEM) is the most suitable to explain the influence of the
development of several macro-socio-economic fundamental indicators, governance
indicators, and the level of the Shadow Economy on the level of Foreign Direct Investment
Net among G20 countries.

2. The results of the FEM panel model conclude that for macro socio-economic variables,
there is a significant positive effect between the percentage of gross capital formation
(ratio to gross domestic product) on the level of Net FDI.

3. Regarding governance indicators, of the 6 indicators tested, only the Regulatory Quality
Index variable has a significant positive effect on the level of Net FDI.

4. The level of the Shadow Economy in general has no significant effect on the level of Net FDI
among the G20 countries. However, if analyzed further on the FEM model per country, itis
known that there is a significant negative effect between the level of the Shadow Economy
on the level of Net FDI in one of the G20 countries, namely: Saudi Arabia.
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Furthermore, in an effort to strengthen policies to increase the level of Net FDI in Indonesia in
particular and the G20 countries in general, through the handling of the shadow economy and
improving governance in various fields, several recommendations have been formulated as
follows:

1. The importance of maintaining a conducive investment climate to attract FDI from other
countries, in particular by developing a policy framework that is able to increase the
proportion of physical investment in GDP in each G20 country.

2. The importance of encouraging efforts to improve good governance in each G20 country,
especially regarding the quality of its policies and legal instruments.

3. The need for effective efforts in suppressing the development of the shadow economy in
every country because it is a threat to the global economy that has the potential to reduce
FDI inflows.
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ABSTRACT

The purpose of this study was to determine 1) the quality of the program has a positive and
significant effect on partner satisfaction; 2) service quality has a positive and significant effect
on partner satisfaction; 3) price (service fee) has a positive and significant effect on satisfaction
with LPP TVRI partners in East Kalimantan. This type of research is a quantitative approach.
The number of respondents in this study were 30 partners (collaborating) with the Public
Broadcasting Institution (LPP) TVRI East Kalimantan, a purposive sample with the criteria that
they had collaborated as partners at least 2 (two) times, and collaborated as partners in 2019
to 2021. The results of this study indicate, among others: 1) The quality of the program has a
positive and significant effect on partner satisfaction; 2) Service quality has a positive and
significant effect on partner satisfaction; 3) Price (cost) has a positive and significant effect on
the satisfaction of LPP TVRI East Kalimantan partners.

KEYWORDS: Program Quality, Service Quality, Price (Cost), Partner Satisfaction.
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Introduction

Television of the Republic of Indonesia (TVRI) is a state television that was established on
August 24, 1962. TVRI has gone through various phases, through Law Number 32 of 2002
concerning Broadcasting, TVRI was designated as a Public Broadcasting Institution (LPP). LPP
is a broadcasting institution in the form of a legal entity established by the state, is
independent, neutral, and functions to provide services for the benefit of the community.
Based on PP No. 13 of 2005, TVRI's task is to provide healthy information, education and
entertainment services, control and social adhesives as well as preserve the nation's culture
for the benefit of all levels of society through television broadcasting that reaches the entire
territory of the Unitary State of the Republic of Indonesia.

Currently the growth of television is increasing and more and more private television stations
are appearing so that competition for advertisements or television and non-television
cooperation programs is getting bigger. For this reason, TVRI East Kalimantantries to maintain
the satisfaction of the partnership relationship that has been established so that they continue
to exist in partnership with TVRI.

Method
This study uses the following research concept framework:
Program Quality
(X1) Ha
Service Quality (X2) Ha . customer satisfaction
(Y)
Price (X3) Hs

Pricture 1. Research Concept Framework

This study uses a quantitative approach pattern. The technique of determining the number of
samples with purposive samples with criteria, has collaborated as partners at least 2 (two)
times, and collaborated as partners in 2019 to 2021, from these criteria, the number of
samples obtained is 30 partners of Public Broadcasting Institutions (LPP). TVRI East
Kalimantan. The data collection methods used include interviews, questionnaires, literature
studies.

ECOSIA INTERNATIONAL CONFERENCE XXII Page 180



PARTNER SATISFACTION ANALYSIS OF PUBLIC BROADCASTING INSTITUTIONS (LPP) INFLUENCED BY
THE QUALITY OF PROGRAMS AND SERVICES AND PRICE (COST) AT TVRI, EAST KALIMANTAN STATION

Result

Table 1. Results of Multiple Linear Regression Analysis

Regression

Variable coefficient (S;;l Error Beta Thitung  Si8- Description
(b)

Constant -1.786 0.761 -2.346 0.027 Significant

X1 0.113 0.054 0.338 2.081 0.047 Significant

X2 0.134 0.045 0.445 2,992 0.006 Significant

X3 0.113 0.046 0.227 2.478 0.020 Significant

R (Multiple R) = 0,960

R Square =0,921

R Square (Adjusted) =0,912

F count =104.667

Sign. F = 0,000

a =0,05

Source: Processed Primary Data (2022)

Based on the results of the F test in table 22. the hypothesis is carried out by the F test, namely
simultaneous testing, the Fcount results are 104,667 with a significance value (0.000) which is
much smaller than alpha 0.05, so Ho is rejected. This shows that there is a significant influence
of marketing mix indicators consisting of Program Quality (X1), Service Quality (X2), and Price
(Cost) (X3) on Customer Satisfaction who has become a partner of the East Kalimantan TVRI
Public Broadcasting Institution (LPP).. Thus it can be concluded that the diversity of Customer
Satisfaction who has become a partner of the Public Broadcasting Institution (LPP) TVRI East
Kalimantan is determined by Program Quality (X1), Service Quality (X2), and Price (Cost) (X3)
in the regression equation

Y=-1.786+0.113 X1 + 0.134 X2 + 0.113 X3 1

Based on Table 5.22 by taking the significant level (significance) of 5% (0.05), for constants
obtained a significance value (p) of 0.027 which is smaller than 0.05, it can be concluded that
constants have a significant effect on the regression model. For the variables of Program
Quality (X1), Service Quality (X2), and Price (Cost) (X3), the significance values are 0.047, 0.006
and 0.020, which are smaller than alpha 0.05. So it can be concluded that Program Quality
(X1), Service Quality (X2), and Price (Cost) (X3) have a partial significant effect on Customer
Satisfaction who has become a partner of the East Kalimantan TVRI Public Broadcasting
Institution (LPP).

Discussion

1. Effect of Program Quality Variable (X1) on Customer Satisfaction (Y)
Based on the results of the hypothesis test (t test) conducted in this study, it is known that
the program quality variable has a positive and significant effect on partner satisfaction.
The results of this study support previous studies that discussed the influence of program
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quality on customer (partner) satisfaction, namely Dawit Daniel and Nesredin Temam
(2017) who examined the influence of quality and various programs and facilities on
customer/partner satisfaction. This means that the more programs offered, the more
satisfied customers/partners are. Gan Gan Giantika (2017) added that the higher the quality
of the broadcasting program, the higher the partner satisfaction will be.

2. The Influence of Service Quality Variable (X2) on Customer Satisfaction (Y)

The results of the hypothesis test (t test) conducted in this study, showed that the service
quality variable had a positive and significant effect on partner satisfaction. The results of
this study support several previous studies, such as the research of Muhammad Ali Agsa
(2016). which states that service quality has a positive effect on customer (partner)
satisfaction, this is also reinforced by the results of similar studies conducted by Teddy
Chandra, Martha Ng, Stefani Chandra, et al (2018) and Amanatun Khoirina, Rusdarti, Fahrur
Rozi (2020). From previous research, this means that the higher the service provided by an
institution to customers/consumers/partners, the higher the level of satisfaction. However,
research from Garry Prentice, Joseph Brady, Christopher McLaughlin (2018) states that
service quality does not directly affect student satisfaction. Because the quality of service
in this study does not directly affect customer/partner satisfaction, this becomes a research
gap in this study.

3. The Effect of Price (Cost) Variable (X3) on Customer Satisfaction (Y)

The results of hypothesis testing conducted in this study indicate that the price (cost)
variable has a positive and significant effect on partner satisfaction. These results support
several previous studies, as written by Amanatun Khoirina, Rusdarti, Fahrur Rozi (2020)
stating that there is a positive and significant effect of cost on customer satisfaction. In his
research, the conclusion obtained is that the more affordable the cost, the higher the
customer/partner satisfaction. Slightly different from the results of previous research by
Nyoman Surya Wijaya, Syahnur Said, Nengah Landra (2017) which states that price (cost)
has a positive and significant effect on customer/partner/consumer satisfaction. In this
study it can be interpreted that an increase in costs can have an impact on increasing
customer/partner satisfaction. Meanwhile, research conducted by Titim Nurlia (2019)
found different results that price (cost) had no effect on customer/partner satisfaction.

Conclusion

1. The quality of service that is supported by question items has an effect on partner
satisfaction, especially for TVRI partners in East Kalimantan. This means that if the quality
of service is improved, it will also be followed by high partner satisfaction.

2.The Service Quality Variable compared to the other two variables shows the greatest
effective contribution to Customer Satisfaction who has become a partner of the TVRI East
Kalimantan Public Broadcasting Institution (LPP), which means that if the quality of service
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to partners can be improved, there will be anincrease in customer satisfaction which in the
end impact on increasing the number of partners and income.

3. Program quality must be a special concern in addition to service quality, the results of
testing on effective contributions also show the contribution of Program Quality to service
satisfaction is in second place, this means that LPP TVRI East Kalimantan must always
maintain and improve program quality, especially competition from LPP TVRI East
Kalimantan. will be getting tougher with today's many media choices.
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ABSTRACT

The purpose of the study was to determine the effect of work motivation, work discipline, work
environment and the effect of these three variable simultaneously on employee performance
at the Rampis Bang Raden SMEs Malang City. The population in the study were all employees
of the MSME Rampis Bang Raden Malang City, namely a number of 40 employees. The sample
was determined based on the multiple linear regression analysis method. Based on saturated
sampling all employees are used as samples. This study uses quantitative types, and Non
Probability Sampling data analysis techniques used are questionnaire validity test instruments,
reliability tests, classical assumptions test using residual normality test, multicollinearity test,
heteroscedasticity test, linearity test, descriptive analysis, multiple linear regression analysis,
coefficient of determination, and hypothesis testing using t test and f test. The results showed
that work motivation, work discipline, work environment and the three variable simultaneously
had a significant effect on employee performance at Rampis Bang Raden Malang City, which
means that the greater the work motivation, the higher the work discipline and the more
conducive the work environment, the greater the employee performance employees.

KEYWORDS: Work Motivation, Work Discipline, Work Environment And Employee
Performance

@ (%) Copyright 2022 by author(s)
Attribution 4.0 International


mailto:dewintayuliana97@gmail.com

THE EFFECT OF WORK MOTIVATION, WORK DISCIPLINE AND WORK ENVIRONMENT ON EMPLOYEE
PERFORMANCE AT RAMPIS MSME BANG RADEN MALANG CITY

Introduction

One of the sectors hardest hit by the Covid-19 pandemic is Micro, Small, and Medium
Enterprises (MSMEs), which are also driving the decline in the national economy. This is
understandable because MSMEs have a very large contribution to the national economy. The
simplicity that exists in the production process, resources, and production processes that are
still on a small and local scale have proven to make MSMEs successful in continuing to operate
and move in the midst of a pandemic or crisis. In Indonesia, MSMEs have shown positive
developments every year. This means that this type of business is still in great demand by the
community as their livelihood.

The role of human resources in MSMEs is the main one because they act as the main driver of
all activities or activities in achieving goals as well as to gain profits and to maintain the survival
of MSMEs. MSMEs are required to always manage the human resources in them so that the
survival and progress of MSMEs can be achieved optimally (Rosiana et al, 2016). Human
resources who currently play an important role in the movement of MSMEs are employees.
Currently, the ability of employees is inadequate, both in terms of their intellectual abilities
and technical skills. Whereas employees are a very important part for MSMEs, because of the
talent, energy and creativity needed by MSMEs to achieve their goals. Employees are also
always required to have good performance at work in order to improve business
competitiveness.

Rampis Bang Raden is an MSME snack food processing banana rambak which was established
in the city of Malang in 2018 which was founded by two people, namely Mr. Umar Harris and
Mr. Alfan Zuhri., Sukun sub-district, Malang City and the location of the factory is located in
Wonosari Village, Gunung Kawi, Malang Regency. The banana rambak commodity which is
processed in the MSME factory using the vacuum frying method and the rampis bang Raden
is also committed to producing healthy snacks without preservatives and is committed not to
use palm oil as its production process and to replace palm oil with VCO oil which is relatively
healthier when consumed.

Based on information from the MSMEs of Rampis Bangaden, Malang City, it is related to
employee performance in the form of production targets and realization. The production
target and realization of MSMEs in Bangaden Malang City in 2018-2021 can be seen in the
table which also shows that the production targetis always changing, because the production
targetis based on the demand received by MSMEs.

The performance of employees in the MSMEs, Bang Raden, Malang, the production target is
not able to be achieved optimally. This happened because the motivation for work in the
MSMEs, Raden Kotamalang, was also still lacking in motivation from the leadership, therefore
many employees were not enthusiastic about working. In addition, work discipline is also
lacking, because there are still many employees who often do not come to work. Besides
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motivation and work discipline, the work environment is also often a problem because it is
dirty, especially in the packaging, air temperature, lighting, safety at work and also the noise
of the engine.

The phenomenon of employee performance in the MSME Rampis Bang Raden Malang Citycan
refer to the results of the realization of production which always fluctuates in production over
aperiod of 4 years. The performance of employees in MSMEs has not been maximized because
in 4 years the production between targets and realizations is always different, where some
achieve the target and some do not reach the target. This difference can be seen in the
difference that occurs in each year of production.

The phenomenon of work motivation in the MSME Rampis Bang Raden Malang, namely the
occurrence of production differences in indications of declining or poor performance owned
by employees. The decline in performance can be influenced by several things, one of which
is work motivation. Indeed, MSMEs do not yet have special resources to increase motivation.
This is what is unique why motivation is an important variable to study.

The phenomenon of work discipline that exists in the MSMEs of Rampis Bangaden, Malang
City, namely the MSMEs in time and schedules are often not well organized. This MSME also
does not have a detailed time and schedule. Therefore, work discipline needs to be revealed
how it relates to employee performance. The phenomenon of the work environment in the
MSMEs, Bang Raden, Malang, is generally still very traditional. Traditional means having a
simple room and simple noise control.

The phenomenon of the work environment that exists in the MSMEs of Rampis Bangaden,
Malang City, namely the MSMEs, the environment around the workplace gives an
uncomfortable impression, employees feel lazy to work, for agood work environment includes
several aspects that must be considered, for example a comfortable work space, safe
environmental conditions , fixed room temperature, there is adequate lighting, room paint
colors, good relations with co-workers.

And based on the production target report, it is known that the performance of the Rampis
Bang Raden MISME is still not optimal in this case regarding the target and the number of
realizations of the Rampis Bang Raden number of production in 2018-2021. This can be seen
in the realization of production that does not meet the target and even the MSME production
target fluctuates. This fact shows that employees have not been optimally in MSMEs so that
they have not been able to provide maximum support in achieving employee performance.
Researchers are interested in revealing the extent to which work motivation, work discipline,
and work environment affect employee performance so that the production target with
realization is always not achieved. Based on the phenomenon and review of this research, the
authors take the title "The Influence of Work Motivation, Work Discipline and Work
Environment on Employee Performance at MSME Rampis Bang Raden Malang City"
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PROBLEM FORMULATION

Based on the background described previously, the discussion can be formulated as follows:

1. Is there an effect of work motivation on employee performance at the MSME Rampis Bang
Raden Malang City?

2. Is there an effect of work discipline on employee performance at the MSME Rampis Bang
Raden Malang City?

3. Is there any effect of the work environment on employee performance at the MSME
Rampis Bang Raden Malang City?

4. Is there a simultaneous influence of work motivation, work discipline and work
environment on employee performance at MSME Rampis Bang Raden Malang City?

RESEARCH OBJECTIVES

Based on the results of the formulation of the problem described above, it can explain the

following objectives:

1. Todetermine the effect of work motivation on employee performance at the MSME Rampis
Bang Raden Malang City.

2. To find out the effect of work discipline on employee performance at MSMEs Rampis Bang
Raden Malang City.

3. To find out the effect of the work environment on employee performance at MSMEs,
Rampis Bang Raden, Malang City.

4. To determine the effect of work motivation, work discipline, and work environment on
employee performance at MSMEs Rampis Bang Raden Malang City.

LITERATURE REVIEW

The previous studies that will be discussed are the results of studies that have been carried

out which will be the reference for this research. These studies are related to the influence of

work motivation, work discipline and work environment on employee performance at Rampis
bang raden SMEs and the relationship between the four variables.

1. Agus Dwi Cahya, Novia Tri Ratnasari and Yudi Prasetya Putra (2021) The results showed
that the positive and significant influence of the work environment on employee
performance. And work stress and work motivation have no significant effect on
employee performance. while the work environment, work stress and work motivation
simultaneously have a positive and significant effect on employee performance in the
online new fruit case study in Yogyakarta.

2. Novia Anggita Rahmawati (2021) The results of this study indicate that there is a positive
and significant influence between the variables of communication, work environment,
and discipline on employee performance based on the normality test of the classical
assumption test.

3. Priangga Eko S (2017) The results showed that simultaneously the variables of work
discipline, leadership style and work motivation had a significant effect on employee
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10.

performance at the Pringgo Kusuma Kabat batik house. Meanwhile, the influence of work
discipline, leadership style and work motivation have a significant effect on employee
performance at the Pringgo Kusuma Kabat Batik House.

Titi Ananingrum and Ari Pradhanawati (2019) The results show that the motivation
variable has a positive influence on employee performance of 0.852. Skills have a positive
effect on employee performance of 0.853. Compensation has a positive effect on
employee performance of 0.615.

Fiansi and Sarifuddin (2019) The results of the study state that: Work motivation has a
significant effect on employee performance, then the work environment has a significant
effect on employee performance, and finally work motivation and work environment
simultaneously have a significant effect on employee performance.

Sulfitriah and Eti Arini Rizka (2021) The results of the first study of HR development have
a positive and significant effect on employee performance, the results of the second study
of motivation have a positive and significant effect on employee performance, the results
of the third study of work discipline have a positive and significant effect on employee
performance, while the results of the fourth study Human Resources Development,
Motivation and Work Discipline simultaneously or together have a positive and significant
impact on Employee Performance at the Mina Lestari Marga Sakti Fish Group UKM.

Rina Supryanita and Mela Munizar (2020) The results obtained are that motivation and
work discipline have a positive and significant effect on the performance of employees at
the Department of Trade, Cooperatives, and Small and Medium Enterprises, Fifty Cities
Regency, West Sumatra Province.

Andari (2016) The results show that leadership and work environment have a significant
effect on the performance of the employees of the cooperatives and MSMEs in Banten
province. While the results of the research leadership and work environment
simultaneously have a significant influence on the performance of the employees of the
Department of Cooperatives and SMEs in Banten province.

Nur Qomariah (2016) The results of this study show that jointly and partially the variables
of partnership, work environment and motivation have a significant effect on employee
performance at MSMEs in Bangil sub-district.

Huzaemah (2019) The results of this study state that work motivation, human resource
development and work discipline have a significant effect on employee performance at
the cooperative and MSME service in Parigi Moutong Regency.

Method

This research was conducted using a quantitative approach. This research was carried out at
the Rampis Bang Raden MSME office, Malang City, which is located at Jalan Tanjung,

Tanjungrejo Village, Sukun District, Malang City. The population in this study were all

employees in the MSME Rampis Bang Raden Malang, which amounted to 40 people. The

sample used is a saturated sampling technique (census). The data collection process is
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determined by the variables in the hypothesis. Data collection comes from two com ponents,
including: primary data, namely data collected and processed by researchers directly from
the subject or object of research. secondary data, namely data obtained not directly from the
object or research subject. by using SPSS version 23 program.

Result
Tabel 1 Respondents Table Based on Gender
No Information Total Percentage
1 Male 24 People 60%
2 Female 16 People 40%
Total 40 People 100%

From the table above, it can be concluded that the percentage of male workers is higher
because most of the men have more power as production workers. Meanwhile, female
workers are mostly in packaging. This is because it takes a very thorough workforce in
examining banana rambak.

Tabel 2 Respondents Based on Education

No Information Total Percentage
1 SMA or equivalent 34 People 85%

2 SMP or equivalent 6 People 15%

Total 40 People 100%

This, it is known that 85% of respondents in the Rampis Bang Raden MSME are mostly high
school graduates or equivalent. Because high school graduates or equivalent have a work
ethic, experience and broad insight than junior high school graduates or equivalent and better
innovation than him.

Tabel 3 Respondents Based on Age

No Information Total Percentage

1 25-30 Years 15 People 37.5%

2 31 -40 Years 25 People 62.5%
Total 40 People 100%

The conclusion from the table above states that the 40 respondents of MSME Rampis Bang
Raden are mostly from the age of 31-40. This is because the age of 31-40 is a productive age
in a career, so that they are considered capable of thinking and acting as well as being
responsible for the work that is their duty and family, because at that age the average person
is already married and has a household.

Tabel 3 Respondents Based on Age

No Information Total Percentage
1 1-2Years 26 People 65%
2 3 -4 Years 14 People 35%
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Total

From the table above, it can be concluded that the working period of more respondents is 1-
2 years because this business is just starting and will only develop so that there are new

employees.

Tabel 4 X1 . Validity Test Table

Xu1 0,777 0,312 Valid
X1z 0,720 0312 Valid
Xis 0,848 0,312 Valid
X1 0,874 0,312 Valid
Xis 0.827 0312 Valid
Xis 0,699 0312 Valid
X7 0,764 0312 Valid
X1 0,694 0312 Valid
X1 0,807 0312 Valid
X110 0,853 0312 Valid
Xiu 0.797 0312 Valid
Xin 0,668 0312 Valid
Xu13 0.853 0312 Valid
Tabel 5 X2 Validity Test Table
Xa1 0,681 0312 Valid
Xaz 0,400 0312 Valid
Xas 0,632 0312 Valid
Xas 0,604 0312 Valid
Xas 0.632 0312 Valid
Xas 0,732 0312 Valid
Xa 0,532 0312 Valid
Xas 0,564 0312 Valid
Xas 0,561 0312 Valid
Xa10 0,584 0312 Valid
Xzu 0,612 0312 Valid
Tabel 6 X3 . Validity Test Table
Xa1 0,508 0312 Valid
Xa2 0,441 0312 Valid
Xss 0.655 0312 Valid
Xaa 0,618 0312 Valid
Xas 0,349 0312 Valid
Xos 0,508 0312 Valid
Xa7 0,459 0312 Valid
X3 0,493 0312 Valid
Xs.9 0,585 0312 Valid
Xa10 0354 0312 Valid
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Tabel 7Y Validity Test Table

Y1 0313 | 0312 Valid

Y: 0681 | 0312 Vahd
R 0681 | 0312 Vahd

i 0418 | 0312 Valid

Ys 0428 | 0312 Valid

A\ 0713 | 0312 Vahd
Y 0494 | 0312 Valid

Y 0,362 | 0,312 Vahd

Ys 0671 | 0312 Valid
Y1 0451 | 0312 Vahd

Based on the results of the validity test of the four variables, it can be seen that each question
on the variable shows significant results by knowing the calculated r value of the SPSS output
results is greater than r table. The results of observations of 10 items indicate that the
calculated r value is greater than r table so that each statement submitted is valid in the

measurement.

Tabel 8 Reliability Test Table

Variabel Cronbach Keterangan
Alpha
Motivas Kega (X1) 0947 Rehabel
Disiplin Kanja (X3) 0.817 Reliabel
Lingkungan Kesjo (X3) 0 663 Relabel
Kinenn (Y) 0.711 Reliabel

Based on the table above, the results of the reliability test of the four variables can be seen
that the Cronbach Alpha value for the four items is > 0.60, it can be concluded that the four

items of the questionnaire are reliable.

Figure 1 Normality Test

Dependent Variable: Kinerja Karyawan
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Based on the picture above, it is known that the distribution pattern of the data points follows
the direction of the diagonal line, therefore, it can be concluded that the data tested in this
study were normally distributed.

Table 9 Multicollinearity

Variabel Tolerance VIF Keterangan
Motrvas: kenja 0270 3658 Tidak t=njads
multikolmeritas

Disiplin keqja 0164 6082 Tidak tenjads
multkolmienitas

Lingkungan kerz 0265 377 Tidak tejade
multikolineritas

Results of the multicollinearity test can be seen that the data indicated by the value of work
motivation tolerance (X1), work discipline (X2), and work environment (X3) are 0.270, 0.164,
and 0.265, respectively. The VIF value of the work motivation variable (X1) is 3.698 < 10.00,
the work discipline variable (X2) is 6.082 < 10.00, and the work environment variable (X3) is
3.771 < 10.00. Referring to the basis of decision making in the multicollinearity test, it can be
concluded that there is no multicollinearity symptom in the regression model. This means that
this regression model found a correlation (strong relationship) between independent variables
or independent variables on the dependent variable or dependent variable.

Tabel 10 Heteroscedasticity Test

Carvatarn

| ‘.
wivel_ | Le_Dsamy_ | Lngeiripey
v | Pavy Lar |

------

Results in the table above show that the sig value of each independent variable on the
absolute residual value is > 0.05, which means that there are no symptoms of
heteroscedasticity in this study.

Tabel 11 Coefficient of Determination

Model Summary®

S Esror of the

WMocel R R Sguare Adjusied R Squwe Estmate

| 951+ w4 2306 98882

o Prodctors: (Conztant) Ln_Motvasi_Kesja Ln_Dapin_Keeja Ln_Unghungan_Kera
b Dependent Vanable: Knerja Karyawan

Based on the table above, the regression coefficient value (R-square) is 0.904. It means that
the ability of the independent variable model in explaining the variance of the dependent
variable is 90.4 percent. There is 9.6 percent (100 percent — 90.4 percent) of the variance of
the dependent variable which is explained by factors other than work motivation, work
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discipline and work environment. Based on this interpretation, it appears that the R-square
value is between 0 and 1. The R-square value is closer to 1, the stronger the effect. This figure
means that the work motivation variable (X1), work discipline variable (X2), and work
environment variable (X3) simultaneously or together have an influence on employee
performance variable (Y) by 90.4 percent, while the remaining 9 ,6 percent is influenced by
other variables outside this regression equation or variables that are not examined.

Table 12 Multiple Linear Regression Analysis Results

Conliomny”

jiadwuoeresCyafoinn | Combibih

Y =5.326 +0.145 X1 + 0.216 X2 + 0.260 X3 + 2.375 1

Based on the results of multiple linear regression analysis through SPSS version 23 calculations

above, it can be concluded as follows:

1. The constant of 5.326 means that if the variables of work motivation (X1), work discipline
(X2), and work environment (X3) are 0, then the resulting employee performance value is
5.326 assuming other variables that can affect employee performance are considered
constant.

2. The regression coefficient of motivation variable (X1) is 0.145 which states that each
additional work motivation variable (X1) is 1 unit, it will increase employee performance (Y)
by 0.145 with the assumption that other variables have a fixed value.

3. The regression coefficient of the work discipline variable (X2) of 0.216 states that for each
additional work discipline variable (X2) of 1 unit, there will be an increase in the
performance (Y) of the Rampis Bang Raden employees of Malang city of 0.126 with the
assumption that other variables have a fixed value.

4. The regression coefficient of the work environment variable (X3) of 0.260 states that for
each additional work environment variable (X3) of 1 unit, it will increase the performance
(Y) of the Rampis bang raden employee in Malang by 0.260 with the assumption that
other variables have a fixed value.

Discussion

Table 13 Hypothesis Test Results

Conth ey’

The first test is to determine the effect of work motivation on employee performance. The
first hypothesis in this study states that work motivation has a significant effect on employee
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performance. From the results of the t test in Table 5.21, it shows the results of work
motivation (X1) t count > ttable (3.570 > 2.028) and (sig <a =0.001 < 0.05) it states that there
is a significant influence of work motivation variable (X1) on the performance of employees
(Y) at MSMEs, bang raden, so that the first hypothesis is accepted.

The second test is to determine the effect of work discipline on employee performance. The
second hypothesis in this study states that work discipline has asignificant effect on employee
performance. From the results of the t test in the table shows the results of work discipline
(X2) t count >t table (3.460 > 2.028) and (sig < a = 0.001 < 0.05) it states that there is a
significant effect of work discipline variable (X2) on performance employee (Y) at UMKM is
lean, bang raden, so the second hypothesis is accepted.

The third test is to determine the effect of the work environment on employee performance.
The third hypothesis in this study states that the work environment has a significant effect on
employee performance. From the results of the t test in Table 5.21, it shows the results of the
work environment (X3) t count >t table (5,357 > 2,028) and ( sig < a = 0.000 < 0.05) it states
that there is a significant effect of the work environment variable (X3) on the performance of
employees (Y) at the Umkm rampis bang raden, so the third hypothesis is accepted.

Conclusion

After the researchers conducted a discussion on work motivation, work discipline and work
environment affecting employee performance, the researchers in this chapter will try to draw
a conclusion. Based on the description that the author has put forward inthe previous chapter,
it can be concluded that, among others:

1. Work Motivation Has a Significant Influence on Employee Performance at Rampis Bang
Raden MSMEs, Malang City.

2. Work Discipline Has a Significant Effect on Employee Performance at the Rampis Bang
Raden MSME, Malang City.

3. Work Environment Has a Significant Influence on Employee Performance at MSME Rampis
Bang Raden Malang City.

4. Work motivation, work discipline and work environment have a significant effect
simultaneously (simultaneously) on employee performance at the Rampis Bang Raden
UMKM, Malang City.

The suggestions that are expected to be used as inputs include:

1. Respondents in this study are very limited because they only use production department
employees so that further research can examine the characteristics of employee
respondents in other fields in the Rampis Bangraden environment, because each
characteristic has a different response. It is hoped that further research can use other
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methods to get a different point of view, so that this research will provide additional
suggestions for Rampis Bang Raden.

2. Rampis Bang Raden is expected to continue to make improvements and improvements
internally so that they are able to improve and maintain their quality in terms of managing
their employees properly and optimally.
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ABSTRACT

The purpose of this study was to determine the strategies, constraints, and benefits in the
development carried out by MSMEs in the Chips industry in Kelayan Village, Banjarmasin City
based on Islamic banking. This type of research is qualitative with a descriptive approach.
Primary data were obtained through interviews with informants, while secondary data
included profiles of chips industry centers in Kelayan Village, Banjarmasin City and other
supporting data. Based on the research that has been done, it can be concluded that the
development strategy carried out by the Chips Industry UMKM in Kelayan Village, Banjarmasin
City is to apply for capital financing to Bank BRI Syariah KCP Banjarmasin. The obstacles faced
in the development of MSMEs in the chip industry are heavy collateral, application
requirements that are rejected because they are not bona fide, and MSME actors who are not
disciplined in paying installment interest. Microfinance provided by BRI Syariah KCP
Banjarmasin for additional business capital can increase the income received by MSMEs in the

chip industry and keep MSME businesses running.
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DEVELOPMENT OF MICRO, SMALL AND MEDIUM ENTERPRISES (UMKM) BASED ON ISLAMIC BANKING IN THE
CHIP INDUSTRY IN KELAYAN VILLAGE, SOUTH BANJARMASIN SUB-DISTRICT, BANJARMASIN CITY

Introduction

Banking is an institution that has a major role in the development of a country. This role is
realized in the Bank's function as a financial intermediary institution, namely collecting funds
from the public in the form of deposits and channeling them to the public in the form of credit
or other forms in order to improve people's lives. In Law No. 10 of 1998 based on its
operational principles, banks are divided into two, namely conventional banks based on
interest and Islamic banks based on sharia principles, where Islamic Banks consist of Islamic
Commercial Banksand Islamic Rural Banks or currently calledIslamic People's Financing Banks.

The activities of PT Bank BRI Syariah became stronger after the signing of the deed of
separation of the Sharia Business Unit of PT Bank Rakyat Indonesia (Persero), Tbk on
December 19, 2008, to merge into PT Bank BRI Syariah (spin off process) which was effective
on January 1, 2009. The signing was conducted by Mr. Sofyan Basir as President Director of PT
Bank Rakyat Indonesia (Persero), Tbk. and Mr. Ventje Rahardjo. The development of Islamic
Banking financial institutions, especially Bank BRI Syariah, is also expected to have a positive
impact on economic development in Indonesia. The role and purpose of Islamic banking,
especially those involving the community, will advance the people's economy by helping
people's business programs or MSMEs (Micro, Small and Medium Enterprises) by presenting
programs whose impactis directly felt by MSME actors.

Micro, small and medium enterprises (MSMEs) are an important part of the Indonesian
economy. MSMEs are one of the most popular business practices among Indonesians. The
large number of MSME activists makes this business sector one of the driving wheels of the
country's economy. The micro, small and medium enterprise (MSME) sector has so far shown
a very good stretch and has even been able to sustain national economic recovery and growth.
This sector is also the driver of the economy when a crisis hits. Micro, Small and Medium
Enterprises (MSMEs) as contributors to the national gross domestic product (GDP) have an
important role in Indonesia's economic recovery. Based on data from the Ministry of
Cooperatives and Smalland Medium Enterprises (KemenkopUKM) in March 2021, the number
of MSMEs in Indonesia reached 64.2 million with a contribution to Gross Domestic Product
(GDP) of 61.07% or IDR 8,573.89 trillion. MSMEs are able to absorb 97% of the total workforce,
and can raise up to 60.42% of the total investment in Indonesia.

The development of micro, small, and medium enterprises (MSMEs) in Banjarmasin City is
quite rapid. Based on data from the Office of Cooperatives, Small and Medium Enterprises of
South Kalimantan Province (2022) in 2018, there were 31,231 micro businesses in the
Banjarmasin City area, South Kalimantan. Many of these businesses were able to survive and
grow amid the Covid-19 pandemic. Banjarmasin City is the capital of South Kalimantan
province, which is one of the cities in Indonesia that has MSMEs in various business sectors.
Banjarmasin City has a unique pattern of industrial growth, where most of its industries are
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supported by the small and micro industry sector. One of the micro-industry centers in
Banjarmasin City is the chip industry in Kelayan Village, Banjarmasin City based on Islamic
banking.

In reality, the development of MSMEs such as the chip industry in Kelayan Village has its own
obstacles, one of the main ones being weaknesses in the capital structure and limitations in
obtaining access to capital sources. According to Rosmadi (2019), which states that the main
problem faced by MSME actors is related to financial capacity. The capital factor is important
but not the main thing in carrying out business activities. Capital is used to support the
company's ability to improve the quality and quantity of production in order to have a
competitive advantage and to improve the performance of MSMEs supported by
determination, experience, courage, knowledge and good networking.

Method

The type of research used in this research is qualitative research. In this study, researchers
used field research methods. While the type of research uses descriptive research. The data
sources used in this research consist of primary and secondary data sources. Primary data is
obtained through interviews with relevant informants to explore information about the
development of Islamic banking-based MSMEs in the Chips industry center in Kelayan Village,
Banjarmasin City. The main source of data is the chip makers in Kelayan Village. Meanwhile,
secondary data includes the profile of the Chips industry center in KelayanVillage, Banjarmasin
City and other supporting data related to research materials and processing processes and
information obtained during the research. The data will be analyzed and interpreted into
words or explanations that can be clearly understood by others, and then presented in writing
in the form of a research report. Qualitative data analysis while in the field uses the Miles and
Huberman model which consists of data reduction, data presentation, and conclusion
drawing.

Results

Based on the 3 respondents in this study, it can be seen that all respondents are MSME actors
in Kelayan Village, Banjarmasin City. MSME development in Kelayan Village is with MSME
financing. Microfinance at Bank BRI Syariah KCP Banjarmasin is financing provided by BRI
Syariah to customers or prospective customers, either individual businesses or business
entities engaged in MSMEs to finance their business needs through working capital financing
or investment financing with a ceiling of Rp. 5,000,000,- to Rp. 200,000,000. with various
margins depending on the amount of financing provided.

The agreement used for this microfinance application is a murabahah bil wakalah agreement,
which is a sale and purchase agreement where Islamic banking represents the purchase of
goods to the supplier by the customer, then the customer provides a purchase note to the
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bank, after the purchase note is owned by the bank, the bank determines the margin obtained
and the repayment period to be agreed upon by the bank and the customer. It is hoped that
future prospects will be able to assist potential customers in applying for financing that uses
sharia principles that are far from usury. To find out how the development strategy of the
Chips Industry MSMEs in Kelayan Village, Banjarmasin City is based on Islamic banking, the
researchers conducted interviews with the perpetrators of the Chips MSMEs in Kelayan

Village, including the following:

“So for my SOP chips business, it has been running for 2 years. Alhamdulillah, at this time | am
greatly helped by the assistance of capital loans from Bank BRI Syariah. Of course, this financing
is far from usury, so it's calmer. | use this capital to develop the chips and pastries business"
(Interview with Mrs. Aminah, owner of the SOP Chips Business).

Based on the interview above, it can be seen that Mrs. Aminah is a customer of BRI Syariah KCP
Banjarmasin, she said that herbusiness has been running for 2 years. After getting financing from BRI
Syariah KCP Banjarmasin, herincome increased, before getting financing the income received was IDR
100 thousand per day, after getting financing of IDR 25 million from BRI Syariah KCP Banjarmasin her
income increased to IDR 200 thousand per day. The bank also conducts direction related to the
business so that it grows. With additional capital or financing from BRI Syariah Banjarmasin, it helps
me develop my chips and cookies business.

“The beginning of my tempeh sago chips business started by accident. At that time | was hit by
a flood disaster, because | was confused that | had no income, | finally tried to make tempeh
sago chips. Alhamdulillah, it has beenrunning until now. Currently, | received capital assistance
from BRI Bank KCP Banjarmasin amounting to 20 million rupiah, which | used for additional
capital and buying business support equipment" (Interview with Mrs. Musriati, Owner of Tempe
Sago Chips Business Ridho).

Based on the interview above, it can be seen that Mrs. Musriati is a customer of BRI Syariah
KCP Banjarmasin who has a sago tempeh chips business "Ridho". Mrs. Musriati said that the
beginning of the sago tempeh chips business began during the flood season, which resulted in
the submergence of her plantation. Mrs. Musriati was confused about getting household
income so she tried to process tempeh chips and marketthem until the business ran until now
and has been running for about 4 years. Mrs. Musriati received a capital loan from BRI Syariah
KCP Banjarmasin amounting to 20 million rupiah which was used by her for additional capital

and buying equipment to support her business.

“I started this banana chip business by selling banana chips from 2016, which were sold in stalls,
thenthere were customers who ordered at home, since then the sales have beenselling more
and more. | also market online via Instagram, Facebook and WhatsApp. Until now, my pisnag
chips have spread to the Marabahan market and also to the island of Bali. | received a capital
loan from BRI Syariah Bank KCP Banjarmasin amounting to 150 million rupiah which was used
by him foradditional business capital” (Interview with Mrs. Muni'ah, as the owner of the banana
chip business.).
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Based on the results of the interview above, it can be seen that Mrs. Muni'ah is one of the
customers of Bank BRI Syariah KCP Banjarmasin. Mrs. Muni'ah said that the beginning of
starting a business began with selling banana chips from 2016, which were sold in stalls, then
there were customers who ordered at home, then there was a friend of Mrs. Muni'ah who
marketed in Banjarbaru city up to 10 kg. Mrs. Muni'ah received a capital loan from BRI Syariah
Bank KCP Banjarmasin of 150 million rupiah which was used by her for additional business

capital.

Bank Syariah BRI Banjarmasin Branch has an important role to improve micro businesses and
build confidence in the stability of the financial system. Providing excellent service to
customers, through a widespread network and supported by professional human resources
by implementing government policy practices with legal entities. Providing optimal profits and
benefits to interested parties. Efforts to improve and develop micro businesses by BRI Syariah
Bank Banjarmasin Branch in this case are carried out by encouraging the provision of banking
credit to micro businesses. The micro business financing facility provided by BRI Syariah
Banjarmasin Branch is a facility with a limit of up to IDR 50,000,000. Thus, it can support micro
business financing.

Granting bank credit must have confidence based on in-depth analysis of the intention and
ability and ability of the debtor customer to overcome debt or return the intended financing
as promised. The credit provided by the bank contains risk so that in its implementation the
bank must pay attention to the principles of credit to obtain this confidence, before providing
credit, the bank must conduct a careful assessment of the character and ability, collateral
capital, and business prospects of the debtor. Given that collateral is one of the elements of
granting credit, if based on other elements it is possible to obtain confidence in the debtor's
ability to repay debts, the collateral can only be in the form of goods, projects, or claims
financed by the credit in question.

Supporting factors for BRI Syariah in increasing micro businesses include locations that are
easily accessible to the community; the system implemented at Bank Syariah BRI Banjarmasin
Branch such as products, procedures, accounting systems, and supervision is designed in such
a way as to be very simple, efficient and effective; every employee in the ranks of Bank Syariah
BRI Banjarmasin Branch must receive training to maximize the ability of each employee in
order to provide the best for the script and the company.

Based on the results of interviews with BRI Syariah Bank Banjarmasin Branch, it was found that
there are many obstacles faced by BRISyariahin increasing micro-businesses, including limited
human resources who understand sharia products and systems; the existence of guarantees
at banks so that customers find it difficult to use micro-business financing products; difficulty
in withdrawing funds in the event of default; on the other hand, banks also have difficulty
channeling credit to micro-business groups.
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Discussion

Judging from the income of those who do micro-business at Bank Syariah BRI Banjarmasin
Branch, their income has increased. This proves that the presence of Bank Syariah BRI
Banjarmasin Branch is very helpful for the people of Banjarmasin city to increase micro
businesses in developing their business. Investment financing is provided to customers for
investment purposes, namely the need for additional capital to carry out repairs, business
expansion, or the establishment of new businesses With the assistance of Bank Syariah BRI
Banjarmasin Branch, people in the city of Banjarmasin get convenience in loans that can be
used to improve the business being run. Bank Syariah BRI BanjarmasinBranchalso gets alarge
profit from lending to micro businesses. The role of Bank Syariah BRI Banjarmasin Branch in
financing micro businesses is still very small. This cannot be separated from the small amount
of total assets of BankSyariah BRIBanjarmasinBranch. But what Bank Syariah BRI Banjarmasin
Branch has done in financing microbusinesses so far is the first step in the role of Bank Syariah
BRI Banjarmasin Branch inits alignment with these micro businesses.

The role of MSME development in Kelayan Village, Banjarmasin City through Islamic banking,
in this case Bank BRI Syariah KCP Banjarmasin, is carried out by encouraging the provision of
banking credit to micro businesses. The micro business financing facility provided by Bank
Syariah BRI Banjarmasin Branch is a facility with a limit of up to IDR 50,000,000. Thus, it can
support micro business financing. The efforts that have been made by Bank Syariah BRI
Banjarmasin Branch in increasing micro businesses have many stages. Bank Syariah BRI
Banjarmasin Branch introduces the sharia system to the public by convincing and providing
understanding to the public about BRI Syariah products.

Not only fixated on the mindset that prioritizes halal-haram issues and usury interest in
introducing Bank Syariah BRI Banjarmasin Branch to the public, but trying to highlight things
that are more common and popular in the community. This is because most of the people of
Banjarmasincity think about the advantages and disadvantages of saving or borrowing money
at BRI Syariah. For rational people, the most important thing is the attractive returns and other
benefits, such as satisfactory service, sophisticated technology, security, extensive network,

and ease of access.

Some of the obstacles faced in developing MSMEs in Kelayan Village, Banjarmasin City are
limited human resources who understand sharia products and systems. This may be due to
the lack of socialization to explain the advantages of sharia products. There is still an
impression in some communities that BRI Syariah Bank Banjarmasin Branch is exclusive in the
sense that BRI Syariah is only aimed at the Muslim community and involves people who are
Muslim only. There is a view from some people who say that in general the system of activities
and products of banks follows conventional banks. The main thing that makes the difference
is only the elimination of the element of usury or interest which is forbidden in Islamic law.
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In addition, the obstacle faced in the development of MSMEs in Kelayan Village, Banjarmasin
Cityis collateral or guarantee. The requirement for sufficient collateral is an obstacle faced by
banks. The collateral in question is collateral that can be used as a requirement in applying for
capital financing, which can be in the form of land certificates or motor vehicle CPCPs. This is
because not all business actors in the chip industry MSMEs in Kelayan Village, Banjarmasin
City have collateral requirements that must be met when applying for microfinance-based
financing. Thus, business actors who are unable to meet these requirements cannot obtain
capital loans that can help the continuity of the business they are running.

As for what BRI Syariah Bank Banjarmasin Branch sees from the ability to pay to customers
who do micro business financing is from the business side, the ability to make payments is
highly dependent on factors that affect sales volume, selling prices, costs and expenses. This
all depends on the quality of products and services, the effectiveness of labor, the price and
availability of raw materials and the quality of management. Given that the ability to pay is
based on the income from the customer's business, the bank must be confident that based on

the business the customer can fulfill his financial obligations.

The development of MSMEs in Kelayan Village, Banjarmasin City carried out by Bank BRI KCP
Banjarmasin has not fully supported micro businesses because it is limited by prudential
factors. Therefore, Bank Syariah BRI Banjarmasin Branch requires collateral for those who
carry out financing in order to avoid losses that can arise at any time from the customer's
performance. On the other hand, banks also have difficulty channeling credit to microbusiness
groups. Another obstacle faced in the development of chip industry MSMEsin Kelayan Village,
Banjarmasin City based on microfinance is the submission requirements that cannot be met
so that they are rejected by Islamic banks. This is because MSMEs that apply for financing do
not meet the requirements or are deemed not bona fide. The research findings also show that
there are obstacles faced by chip industry MSMEs in Kelayan Village, namely business actors
who have received sharia-based capital financing are not disciplined in paying installment
interest. This is because the installment burden is subject to interest and payments made
within a predetermined period are considered burdensome in terms of costs (interest) and

mind burden.

Conclusion

Based on the research that has been conducted, it can be concluded that the development
strategy carried out by the Chips Industry MSMEs in Kelayan Village, Banjarmasin City is by
applying for capital financing to BRI Syariah Bank KCP Banjarmasin. The obstacles faced in the
development of chip industry MSMEs in Kelayan Village, Banjarmasin City based on
microfinance are heavy collateral, application requirements that are rejected because they
are not bona fide, and MSME players who are not disciplined in paying installment interest.
Microfinance provided by BRI Syariah KCP Banjarmasin for additional business capital can
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increase the income received by chip industry MSMEs in Kelayan Village and keep MSME
businesses running.
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Introduction

In general, Human Resources (HR) in an organization, agency or company is one of the most
important factors that cannot be separated. Because in an organization HR is also a
consideration in all activities, especially those aimed at achieving organizational goals.
Without quality human resources, an organization cannot run well. HR itself includes all
people in an organization who participate in the operational activities of the organization,
both those who occupy leadership and subordinate positions. Although different positions or
positions but all parts of human resources have the same task in achieving the goals of an

organization or agency.

Based on the Big Indonesia Dictionary (KBBI) an organization is a place or container used by
people togather, work together logically and systematically, plan, guide and control, using
existing resources and be guided in HR to achieve an organizational goal. In order for an
organization’s goals to be achieved and run well, it must pay attention to important aspects
to manage it such as leadership, work discpline, performance and other aspects.

Performance is the result of a person’s work in quantity and quality that has been achieved by
employees in carrying out their duties in accordance with the responsibilities given in
achieving a predetermined goal (Mangkunegara, 2016). Therefore, to achieve the maximum
goals, leaders must pay attention to the performance of their employees. Because, the success

of employee performance to achieve maximum goal requires work discipline from employees.

According to research by Eva Amalia and Muhammad Rudiansyah (2019) employee
performance is influenced by work discipline. Hasibuan (2017) defines work discipline as an
understanding and willingness of a person to obey all company regulations and applicable
social norms. Understanding itself is the behavior of someone who voluntarily obeys all
regulations and is aware of his duties and responsibilities. And with good work discipline, the
success of employee performance can be achieved. In this case, human resources can be an
important factor factor to achieve organizational goals effectively and effeciently. The work
discipline of an employee can be seen through the high and low work ethic of the employee.
Disciplined employees can be determined from the accuracy of the emplyoees in completing
the assigned tasks, coming to the office on time, and complying with all regulations and from
how much responsibility for the position of the position has been given.

According to research by Debora Tambunan (2019) employee performance is influenced by
leadership. Wahyudi (2017) defines leadership as a person’s expertise in moving, directing as
well as influencing the mindset, the way each member works so that they have an
independent attitude at work, especiallyin making decisions in the interest of accelerating the
achievement of predetermined goals. The position of the leader in the development of human
resources is very important, because basically what affects the success of leadership in an
agency is the ability of the leader to carry out his duties and obligations as a controller or
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person who carries out basic management functions, performance needs in the workplace,
political thinking and creative thinking skills, assertiveness or the ability to make decisions and
solve problems quickly and precisely. Therefore, leadership has a very important role in
achieving employee performance, that leaders have the ability to apply leadership methods
that are in accordance with existing situations and conditions, so that employees can work
comfortably and have high spirits.

Dinas Pariwisata Kebudayaan Pemuda dan Olahraga is a government agency that has the duty
and function to foster and develop the fields of tourism, culture, youth and sports in
accordance with the regulations set by the regional government and in accordance with
applicable laws. Thus, in order to be successful in carrying out their duties and functions in
each field, employees must achieve high performance, by looking at the factors that affect
performance, including leadership and work discipline. Government agencies will not run well
if managementin leadership and discipline of employees is not managed as well as possible.
Because this can cause problems in achieving employee performance.

Research results from Debora Tambunan (2019), Mhd. Edi Syahputra, Syaiful Bahri and Muis
Fauzi Rambe (2020), Rahmad Basuki and Riska Puspita S (2018), Any Isvandiari and Bagus Al
Idris (2018), state that leadership has a positive and significant effect on employee
performance. This means that high and low employee performanceis influenced by leadership
factors. In addition, the research results from Eva Amalia, Muhammad Rudiansyah (2019)
stated that leadership and work discipline have a significant effect on employee performance.
That is, the higher the level of leadership and good work discipline, the better the employee’s
performance. Therefore, researchers are interested in conducting research at the agency to
find out whether there is an influence of leadership and work discipline on employee
performance.

Method

The type of research used in this research is descriptive quantitative. That is, collecting,
processing, simplifying, presenting, and analyzing data descriptively (sentence explanations)
and quantitatively (numbers) using multiple linear regression models to determine the effect
of leadership and work discipline on employee perfromance at Dinas Pariwisata Kebudayaan
Pemuda dan Olahraga Tuban Regency.

The population used in this study were all employees at the office Dinas Pariwisata
Kebudayaan Pemuda dan Olahraga Tuban Regency which consisted of elements of the Head
of the Service, Secretariat, Fields (culture, youth, and sports), and the Technical
Implementation Unit of the Service (UPTD). By using a sampling technique that is Saturated
Sampling. Because based on this research, the population is not more than 100 respondents.
Thus, it is hoped that all respondents can assist in the implementation of this research.
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There are two types of data used in this study, namely secondary data and primary data.

Secondary data in this study were obtained from the object of research in the form of

websites, references books, journals, and information related to this research. While the

primary data in this study was obtained by distributing questionnaires and interviews to

employees of the Dinas Pariwisata Kebudayaan Pemuda dan Olahraga Tuban Regency.

Therefore, the hypothesis proposed in this study is as follow:

Leadership
(X1)

Employee
Performance

(Y)

Discipline
(X2)

H1: It is suspected that there is an influence between leadership on employee performance

H2: It is suspected that there is an influence of discipline on employee performance

Result

1. Classic Assumption Test

The classical assumption test is used as a requirement in using the regression model, so

that the regression results obtained are the right estimates.

a. Normality Test
Table 1. Normality Test

Noemal PP Plet of Reg! i zed R

Degandent Yariable: Y

Vi

Eepectad Cum Preob
A,

Obsarved Cum Preb

A data is said to be normallydistributed if the data points spread around the regression

line. Based on the picture above, the data normality test using P-P Plot is known that
the data points are around the regression line. This shows that the research data is

normally distributed.
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b. Multicollinearity Test

Table 2 Multicollinearity Test

Coefficients?

Unstandardized
Coefficients

Std.
Model B Error
1 (Constant) 14.072 3.156
X1 252 144
X2 .164 .104

a. DependentVariable: Y

Standardized
Coefficients

Beta t Sig.
4.459 .000

179 1.755 .083

162 1.586 116

Collinearity
Statistics

Tolerance VIF

.956 1.046
.956 1.046

Multicollinearity test is used to determine whether there is a strong relationship
between independent variables. One of the most accurate ways to detect the presence

or absence of these symptoms is by using the Tolerance and VIF (Variance Inflation
Factor) methods. Based on the table above, all variables have a tolerance value above
0.1 and a VIF value < 10. So it can be concluded that the regression model in this study

does not occur multicollinearity.

c. Heteroscedasticity Test

Table 3 Heteroscedasticity Test

Coefficients?

Unstandardized
Coefficients

Std.
Model B Error
1 (Constant) 2.146 1.719
X1 -.027 .078
X2 -.013 .056

a. DependentVariable: Abs_RES

Standardized
Coefficients

Beta t Sig.
1.248 215

-.036 -.339 .735

-.025 -.235 .814

Collinearity
Statistics

Tolerance VIF

.956 1.046
.956 1.046

The heteroscedasticity test aims to test whether the regression model has variance inequality
from the residual of one observation to another observation. The are severalways to performa
heteroscedasticity test. Based on the Glejsertestabove, itis known that the Sig.t value of each
independent variable is greater than 0.05. This show that the data does not experience

symptoms of heteroscedasticity.

2. Multiple Linear Regression Test

Table 4 Regression Test

Coefficients?

Unstandardized
Coefficients

Std.

Model B Error
1 (Constant) 14.072 3.156
X1 252 144
X2 .164 .104

a. DependentVariable: Y

Standardized
Coefficients

Beta t Sig.
4.459 .000

179 1.755 .083

162 1.586 116

Collinearity
Statistics

Tolerance VIF

.956 1.046
.956 1.046
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Multiple Linear Regression Analysis aims to determine whether there is an effect of two or more
independent variables (X) on the dependent variable (Y). Based on the table of multiple linear
regression test resultabove, it can be obtained a multiple linear regression model based on the B
value as follows:

The a value of 14.072 is a constant or cindition when the dependent variabel of employee
performance (Y) has a positive effect on the independent variabel, namely leadership (X1) and work
discipline (X2).

b, (regression coefficient value X1) of 0.252 indicates that the leadership variable has a positive
influence on employee performance which is quite strong. If leadership is optimized then employee
performance will increase.

b, (regression coefficientvalue X2) of 0.164 indicates that the work discipline variabel has a positive
influence on employee performance which is quite strong. If work discipline is optimized, employee
performance will increase.

3. TTest
Table 5T Test
Coefficients?
Unstandardized Standardized Collinearity
Coefficients Coefficients Statistics
Std.

Model B Error Beta t Sig. Tolerance VIF
1 (Constant) 14.072 3.156 4.459 .000

X1 252 144 179 1.755 .083 956 1.046

X2 .164 .104 .162 1.586 116 956 1.046

a. DependentVariable: Y

Decision Making Terms

HO is accepted and H1 is rejected if the t-count value is between -t-table to +t-table and
Sig.t >0.05
HO is rejected and H1 is accepted if the t-count value is between -t-table to +t-table and
Sig.t >0.05

The t-table value for a = 0.05 and df = 93 is 1.98580. The t-count value of the leadership
variable is 1.755 with a Sig.t of 0.083. This shows that the leadership variable has a t-count
value that is between the range -t-table to +t-table (1.755 is in the range -1.98580 to
+1.98580) and Sig.t > (0.083 > 0.05) this means that leadership has a positive but not
significant effect on employee performance. The t-count value of the work discipline
variable is 1.586 with a Sig.t of 0.116. This shows that the work discipline variable has a t-
count value, which is between the range -t-table to +t-table (1.586 is in the range -1.98580
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to +1.98580) and Sig.t > (0.116 > 0.05) means that work discipline has a positive but not

significant effect on employee performance.

4. F Test
Table 6 F test
ANOVA?
Sum of Mean

Model Squares df Square F Sig.

1 Regression 19.103 2 9.551 3.543 .033b
Residual 250.730 93 2.696
Total 269.833 95

a. DependentVariable: Y
b. Predictors: (Constant), X2, X1

Decision Making Terms

HO is accepted and H1 is rejected if the value of F-count < F-table and Sig. > 0.05
HO isrejected and H1 is accepteed if the F-count > F-table and Sig. < 0.05

Berdasarkan on the data in the table above, it is known that the F-count value is 3.534 with
Sig. of 0.033. While the value of the F-table for a = 0.05; df1= 2 and df2=93 of 3.09. Because
the value of F-count > F-table (3.543 >3.09) and Sig. < a (0.033 < 0.05), then HO is rejected
and H1 is accepted. That is, the regression model formed meets the goodness of fit model
or the regression model that is formed is feasible and can be used to predict employee

performance at Dinas Pariwisata Kebudayaan Pemuda dan Olahraga Tuban Regency.
5. Coefficient of Determination Test (R2)

Table 7 Determination Test

Model Summary®

Std. Change Statistics
Error of R
R Adjusted the Square F Sig. F
Model R Square R Square Estimate Change Change dfl df2 Change
1 .8452 715 .709 1.46286 715 116.577 2 93 .000

a. Predictors: (Constant), X2, X1
b. Dependent Variable: Y

Based on the Model Summary table above, it can be seen that the R-Square value is 0.715.
This means that 71.5% of employee performance at Dinas Pariwisata Kebudayaan Pemuda
dan Olahraga Tuban Regency is explained by leadership and work discipline. While the rest,
100% - 71.5% = 28.5% is explained by other variables not considered in this study.
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Discussion

The Effect of Leadership on Employee Performance

Based on the results of the research above, the influence of leadership on employee
performance obtained a t-count value of 1.755 < 1.98580 t-table, then HO is accepted and H1
is rejected with a Sig value of 0.083 > alpha 0.05, so it can be concluded that leadership has a
positive but not significant influence on employee performance.

This show that the level of leadership at Dinas Pariwisata Kebudayaan Pemuda dan Olahraga
Tuban Regency is unsatisfactory or still low. It can be explained that in the process of
interaction that takes place between leaders and subordinates at Dinas Pariwisata
Kebudayaan Pemuda dan Olahraga Tuban Regency itis not optimal, for that it is a better step
if the leader can create more effective communication with his subordinates in order to
achieve the desired goals. In a motivation, a leader must also motivate and give
encouragement to his subordinates, namely by giving ideas so that his subordinates have high
enthusiasm to build ideas that will be carried out and can build achievements at work. In
addition, the way that leaders can do to control their subordinates is that the leader must be
able to explain to his subordinates related to the tasks given in order to achieve the desired
goals so that this can improve employee performance. Theoretically, it is a science that
thoroughly examines how to direct, influence and supervise others to perform tasks in
accordance with the directive that have been planned or determined (Fahmi, 2016).

The result of this study are supported by previous research conducted by Yesi Daniel Tri
Baskoro, Alwi Suddin and Sutarno (2019) where leadership has a positive but not significant
effect on employee performance. But it is different from the research conducted by Debora
Tambunan (2019), Any Isvandiari dan Bagus Al Idris (2018), Rahmad Basuki dan Riska Puspita
S (2018) with the result of research that leadership has a positive and significant effect on
employee performance.

The Effect of Work Discipline on Employee Performance

Based on the results of the study above, the effect of work discipline on employee
performance obtained a t-count value 1.586 < 1.98580 t-table, then HO is accepted and H1 is
rejected with a Sig value of 0.116 > alpha 0.05 so it can be concluded that work discipline has
a positive influence but not significant to employee performance.

This shows that the level of work discipline at Dinas Pariwisata Kebudayaan Pemuda dan
Olaharaga Tuban Regency is still low. It can be explained that in an agency there are always
rules or procedures that must be obeyed and carried out. With the regulations as employees,
we should comply with other ways that can be done, such as asking for permission if we do
not come to work so that work can be shared or transferred to other employees, and the work
or task given can be completed according to the original plan designed and other ways. To
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improve employee performance in terms of discipline, it can be done by complying with other
regulations that have been set, such as going home according to office hours. In addition,
when completing the work or task assigned, an employee must have a sense of responsibiliy
for the results that have been done, because with a great sense of responsibility, the results
that we have done can be resolved properly. Theoretically, work discipline is a tool used by
management to communicate with employees so that they are willing to change a behavior
as well as an effort to increase one’s awareness and willingness to comply with all company
regulations (Rivai, 2017).

The results of this study are supported by previous research conducted by Sri Indah Fadilah
(2019) where work discipline has a positive but not significant effect on employee
performance. But in contrast to the research conducted by Mhd. Edi Syahputra, Syaiful Bahri
dan Muis Fauzi Rambe (2020) with research results that work discipline has a positive and
significant effect on employee performance.

Conclusion

From the results and discussion in this study, it can be concluded that leadership as a variable
(X1) and work discipline as a variable (X2) shows results that have a positive but not significant
effect on employee performance. The results of this study indicate that the level of change in
leadership and work discipline does not significantly affect changes in employee performance.
Therefore, to improve the performance of employees at Dinas Pariwisata Kebudayaan
Pemuda dan Olahraga Tuban Regency, the leadership must pay more attention to work
discipline in order to increase discipline in work and complete the assigned tasks in order to
achieve effective performance, besides that it can be done by improving several other things,
which can significantly affect employee performance, this can be done by adding other
variables that are not included in this study.
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THE EFFECT OF TELEVISION ADVERTISING AND PRODUCT QUALITY ON THE PURCHASE DECISION OF
MARIMAS PRODUCTS THROUGH BRAND EQUITY
(Case Study on Customers at Pakis Malang)

Introduction

In the era of free trade lately, manufacturers are competing in marketing their products in
order to take the market. One of the producers' strategies is to market their products through
advertising media. In everyday life, we often encounter advertisements in various forms and

delivery media, from television, radio, newspapers, online media, billboards, and so on. For
companies providing goods or services, advertising is the mainstay to introduce and market
their products. It aims to attract consumers to buy goods or use the advertised service. This
condition requires producers to compete to retain consumers through competition between
brands.

Talking about purchasing decisions, based on survey results and findings or provisional
estimates by researchers that purchasing decisions for Marimas products in Pakisaji Malang
have decreased. One of the reasons is about display . Competitor products (Nutrisari) found
by researchers on average product location position is at in front (next to the cashier) while
marimas products are in the back, even the products are still in the warehouse. From the
results of interviews with outlets, it turns out that competitors' products do have a display ,
namely the rental fee in the form of product compensation every month. This is interesting to
be a concern for producers to further increase promotional activities that make consumers
more loyal to marimas products.

Advertising is a form of corporate communication to consumers who convey information
about their products. At this time advertising is widely used by companies to introduce their
products because advertising can reach various circles, both the lower economic class to the
upper class economy because advertising can reach remote areas even by using radio and
television. By using radio and television companies can introduce and inform about their
products and the benefits received by consumers. Companies use television advertisements
as promotions because advertisements can be seen by consumers and stick in consumers'
memories. According to Nielsen Advertising Information Services (2015), quoted from the
website page, said that the growth of advertising spending in 2015 began to show a positive
movement in the second quarter with a growth value of 6%, after previously falling 1% in the
first quarter. Overall during the first half of 2015 total advertising spending increased by 4% .

Advertising activities using television media are widely used by large companies because they
can reach the wider community. Television is the most attractive and most effective media
compared to other advertising media (Mariyanti and Rahanatha 2015). This is also done by PT
Marimas Putera Kencana through one of its well-known brands, namely Marimas. Marimas
product advertisements are advertised on television and packaged in an attractive form so
that the advertisement is able to attract consumers to buy Marimas products. Activity
Television ads important because it creates brand awareness.
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Advertising Television

Advertising according to Kotler and Keller (2007:244) is any form of non-personal presentation
and promotion of ideas, goods or services by a particular sponsor that must be paid.
Advertising using television media combines images, sound and movement, stimulates the
senses and has high attention and reach. According to Ronald Lane in Alawiyah (2010: 13) also
said that television is a combination of color, sound, and movement that offers flexible
creativity for almost all products. So, television advertising is an advertisement that uses
television as a communication tool to deliver its message. There are 5 indicators in television
advertising, namely the purpose of the advertisement, the content of the advertisement
message, the message format, the source of the message and the price discount.

Product Quality Product

quality is something that can affect consumers of Marimas products, Pakis District, Malang
Regency, this is because the better the quality of Marimas products they have, the greater the
consumers in Malang to make purchasing decisions. However, researchers only took six of the
eight dimensions according to Fandy Tjiptono (2008) to adjust to the phenomena that occur
in the object of research, namely 1) Performance, 2) Feature, 3) Conformance to specification,
4) Realibility, 5) Durability, 6) Esthetica) .

Purchasing Decision Purchasing

Decision is a final process in which a prospective customer considers several things ranging
from problem recognition, information search, alternative evaluation, purchase decisions and
post-purchase behavior. Indicators in purchasing decisions refer to the opinion of kotler and
keller (2009:235), namely a) problem recognition, b) information search, c) alternative
evaluation, d) purchase decisions, e) post-purchase behavior

Brand Equity

Measurement of brand equity can be done by analyzing the dimensions the basis of brand
equity, namely brand awareness (brand awareness), brand association (brand association),
impression quality (perceive quality), brand loyalty (brand loyalty).

Conceptual Framework and Hypotheses

In the conceptual framework of this study, we want to test whether the independent variables,
namely television advertising (X1) and product quality (X2), can affect the dependent variable,
namely purchasing decisions (Y) through the intervening variable, namely Brand Equity (Z). Or
whether television advertising and product quality variables directly affect purchasing
decisions. The hypothesis is a temporary answer to the research problem until it is proven
through the collected data (Arikunto, 2002:64). Based on the considerations in the problem
formulation, the hypothesis that the authors put forward are:
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H1 : It is suspected that there is a significant influence of television advertising on brand
equity directly
H2 : It is suspected that there is a significant effect of product quality on brand equity

directly

H3 :Itissuspected that there is a significant influence of television advertising on decisions
Direct purchase

H4 : It is suspected that there is a significant influence of product quality on direct
purchasing decisions

H5 :Itissuspected that there is a significant influence of brand equity on direct purchasing
decisions

H6 :Itissuspected that there is a significant influence of television advertising on

purchasing decisions through indirect brand equity
H7 : Allegedly there is significant influence of product quality on purchasing decisions

through brand equity indirectly

Method

Validity

Test Validity test was conducted to determine the level of validity of the indicators used asa
variable measuring instrument. The validity test uses bivariate correlation which is carried
out with the help of spss imb version 25. The way of analysis is to correlate each value in the
question number with the total value of the question number. Furthermore, the correlation
coefficient obtained by r still has to be tested for its significance by comparing it with tabler.
question items are said to be valid if r count >r table or p value < 0.05 (Arikunto, 2008:146).
The following are the results of the validity of each indicator.

Reliability Test Reliability
test is a consistent measure of research results, an instrument is reliable if the Cronbach's
Alpha value 0.60, while an instrument is declared unreliable if Cronbach's Alpha < 0.60

Result

Table 1 the results of the reliability test above, it is known that the Cronbach's Alpha value of
each item that measures the research variables is more greater than 0.05. This shows that the
research instrument, in this case the questionnaire, which is used to measure television
advertising, product quality, brand equity and purchase decisions of Marimas products to
customers in Pakis Malang sub-district is valid.
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Table 1 Reliability Test

Variable Indicator Correlation ValueValueofr  Sig LevelSig  Information
table (a)
Television X1l.1 0,568 0,279 0,000 0.05 Valid
Advertising X1.2 0,724 0,279 0,000 0.05 Valid
X1.3 0,733 0,279 0,000 0.05 Valid
X1.4 0,517 0,279 0,000 0.05 Valid
X1.5 0,623 0,279 0,000 0.05 Valid
X1.6 0,542 0,279 0,000 0.05 Valid
Product Quality X2.1 0,787 0,279 0,000 0.05 Valid
X2.2 0,665 0,279 0,000 0.05 Valid
X2.3 0,557 0,279 0,000 0.05 Valid
X2.4 0,548 0,279 0,000 0.05 Valid
X2.5 0,721 0,279 0,000 0.05 Valid
X2.6 0,558 0,279 0,000 0.05 Valid
Purchase Decision Y.1 0,724 0,279 0,000 0.05 Valid
Y.2 0,645 0,279 0,000 0.05 Valid
Y.3 0,835 0,279 0,000 0.05 Valid
Y.4 0,667 0,279 0,000 0.05 Valid
Y.5 0,742 0,279 0,000 0.05 Valid
Brand Equity Z.1 0,768 0,279 0,000 0.05 Valid
2.2 0,737 0,279 0,000 0.05 Valid
Z3 0,743 0,279 0,000 0.05 Valid
2.4 0,673 0,279 0,000 0.05 Valid

Source: Primary data processed by the author 2022

Based on the Table 2 Reliability test results above, it is known that the Cronbach's Alpha

value of each item that measures research variables is greater than 0.6. This shows that the

research instrument, in this case the questionnaire, which is used to measure television

advertising, product quality, brand equity and purchase decisions of Marimas products to

customers in Pakis Malang sub-district is Reliable or Reliable or Consistent

Table 2 Reliability Test

Variable Cronbach's Alpha Criteria Ket.

Television advertisement (X1) 0.635 > 0.6 Reliable
Product Quality (X2) 0.662 >0.6 Reliable
Purchase Decision (Y) 0.761 > 0.6 Reliable
Brand Equity 0.696 >0.6 Reliable

Source: Primary data processed by the author 2022

Substructure 1

This test aims to determine how much influence the variable television advertising and
product quality have on brand equity. The following are the results of the sub-structural 1

test:
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Table 3 Substructure 1

Unstandardized Coefficients Standardized Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) 1.720 2.748 621
Advertising
. 439 .183 342 .394 .016
Television
Product quality 2423 144 387 2'92 007

Source: Primary data processed by the author 2022

Figure 1 Substructural pathmodel 1

Iklan televisi

Ekuitas
Merek

Kualitas
Produk

Source: primary data processed by the author 2022

a. Testing the effect of television advertising on brand equity
HO : 1=0 (Television advertising has no effect on brand equity)

HO: 120 (Television advertising has an effect on brand equity)
*) Comparing the t value with ttable

If t count <t table value then HO is accepted and H1 is rejected
If t count >t table value then HO is rejected and H1 is accepted

From the calculation, the t count value for television advertising coefficient is 2.423. And
the t table can be calculated using the t test with the formula for degrees of freedom nk.
where n is the amount of data and k is the number of dependent and independent

variables, namely 4. Then 100-4 = 96, so t table = 1.984, with a significant 0.05.

Because t count >t table value (2.423 > 1.984) with a significant of 0.016 < 0.05, HO is
rejected and H1 is accepted. So it can be concluded that television advertising coefficient

has an effect on brand equity.

In this case television advertising is able to increase brand equity. Where consumers will be
more aware of a Marimas brand through a television advertisement. This isin accordance
with respondents' answers that television advertisements with messages that are easy to
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remember and easy to understand are equipped with appropriate designs and colors by
being played by energetic and attractive advertising stars can

b. Test the effect of product quality on brand equity
HO : 1=0 (Product quality has no effect on brand equity)

HO : 120 (product quality affects brand equity)
*) Compares the value of t count with t table

If t count <t table value then HO is accepted and H1 is rejected
If t count >t table value then HO rejected and H1 accepted.

From the calculation, the t value for the product quality coefficientis 2,963. And the t table
can be calculated using the t test with the formula for degrees of freedom nk. where n is
the amount of data and k is the number of dependent and independent variables, namely
4. Then 100-4 = 96, so t table = 1.984, with a significant 0.05.

Because t count > t table value (2,963 > 1,984) with a significant of 0.007 < 0.05, then HO is
rejected and H2 is accepted. So it can be concluded that the coefficient of product quality
has an effect on brand equity. In this case, the better a product quality, the more brand
awareness for Marimas product customers in Pakis Malang district. This is in accordance
with the respondent's answer that Marimas products that have no side effects with many
flavor variants are processed with good standards and quality and a long expiry date further
increases awareness and brand loyalty of Marimas products to customers in Pakis Malang
sub-district.

Substructural test 2

This test aims to determine how much influence the variables of television advertising,
product quality, and brand equity have on purchasing decisions. The following are the results
of sub-structural 2:

Table 4 Substructure 2

Unstandardized Coefficients Standardized Coefficients
Model B Std. Error Beta t Sig.
(Constant) 7.340 2.421 3.220 .002
Iklan televisi ) gg 145 -.182 ) 225
1.247

Kualitas

.385 132 490 3.073 .004
produk
Ekuitas 133 152 176 1.270 258
merek

Source: Primary data processed by the author 2022
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Figure 2 Substructural path model 2

lklan
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From the calculation obtained the value of t arithmetic for television advertising coefficientis
-1.247. And the t table can be calculated using the t test with the formula for degrees of
freedom nk. where nisthe amount of data and k is the number of dependent and independent
variables, namely 4. Then 100-4 = 96, so t table = 1.984, with a significant 0.05.

Because t count > t table value (-1.247 < 1.984) with a significant of 0.225 > 0.05, then HO is
accepted and H3 is rejected. So it can be concluded that the television advertising coefficient
has no effect on purchasing decisions.

From the calculation, the t value for the product quality coefficient is 3.073. And the t table
can be calculated using the t test with the formula for degrees of freedom nk. where n is the
amount of data and k is the number of dependent and ind