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Abstract. The purpose of this study is to examine the current state and perspectives of non-
cash payments by using payment cards in Ukraine, Poland, Sweden, Romania and Hungary. The
factors of transformation of the term "non-cash payments” into the term "payment system" are
considered in the article. Methodology: The theoretical and practical database of the bank cards
market is considered as an information base of the research. In the course of the research general,
scientific, theoretical and empirical methods were used, among which are the following: analysis
and generalization of literature on the research topic, methods of observation and comparison,
structural methods, methods of coordination and formalization, graphical and tabular representation
of data. The article presents trends in the development of new types of non-cash money, compares
the development of the payment card market on a number of criteria and describes the main
directions of modern use of payment cards for non-cash payments in the analyzed countries. The
European Central Bank (ECB) data set, information from sites National Bank of Ukraine and
Central banks of countries were collected for comparative economic research. The research findings
show that changes of bank cards market greatly influence the development of non-cash payment in
economy. The research findings show that changes in bank cards market greatly influence the
development of non-cash payment in economy. The scientific significance of the work is that in
article the issue of the factors of transformation of the non-cash settlement system into a payment
system. The practical significance of the results is that in article shows in detail the ways to improve
the Ukrainian market of bank cards using the experience of other EU countries. This article offers
insights on the best European practice and challenges of on the bank cards market during 2015 -
2019 years.

Keywords: non-cash (cashless) settlements, bank, payment cards, POS-terminal, Ukraine,
Poland, Sweden, Romania, Hungary.
JEL Classification: G15, G21, O12.
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INTRODUCTION

Non-cash payments are important in the financial and economic environment of each
country and are the basis for building a global non-cash economy. It allows not only to reduce cash
flow, but also to accelerate commercial interaction between agents of economic activity, reduce the
level of shadow economy, encourage the development of e-commerce and online technologies and
ensure the introduction of new types of financial services. Proliferation of non-cash payments using
payment cards is one of the most pressing issues in the development of the global system of non-
cash payments and the development of the banking system in general.

During the study of the fettle of non-cash payments using payment cards was conducted the
analysis of five European countries. To substantiate the theoretical provisions and independent
researches was processed the scientific researches and articles by practitioners, structed the
statistical information of the ECB and European Banking Federation (EBF), also it was used the
methods of synthesis and comparative analysis, concise and formalized presentation of basic
information were used as well.

The aim of the study is to compare the level of the using of non-cash payments in such
countries as: Ukraine, Poland, Sweden, Romania, Hungary, in the field of acquiring, and non-cash
payments. Firstly, these countries were chosen for comparison with Ukraine, based on the fact that
Poland, Romania and Hungary are neighboring countries with which it would be appropriate to
equate Ukrainian opportunities. Secondly, the comparison of Ukraine with such developed
European country as Sweden was chosen to show the dynamics between the indicators and to
identify the existing problems and opportunities for Ukraine's development by the method of
comparison.

The scientific importance of the work is that on the basis of the conducted research the
specification of the terms "non-cash payments” and "payment system", which are related to the
banking system in the field of acquiring and typical banking operations, was made. Of particular
importance is the study of the impact of the development of new technologies, best practices in the
transition to non-cash payments on digital currency in individual countries under study. Also, the
directions of stimulating non-cash payments and accelerating payments and transfers of funds
between banks, customers and accounts for Ukraine based on the experience of European countries
are outlined.

LITERATURE REVIEW

Over the past five years, non-cash payments and banking have changed substantially in
organizational and technological ways, also its role of the economy has changed significantly.
Besides, the perception of non-cash payments and payment systems has changed. It is a problem
between mutual understanding of clear conceptual representation of non-cash payments.

Many scientists and economists have studied non-cash payments, including 1. Novak and L.
Goncharenko (2010), V. Kravets (2016), V. Kharchenko and R. Kapralov (2010), and others. At
the same time, the tendency to update the essence of non-cash payments, their modernization in the
digital economy determines the relevance of this issue today. Elaboration of scientific works of
various economists on non-cash money and non-cash payments allowed us to conclude that the
definition of "non-cash” does not involve the use of cash, and the term "calculations™ characterizes
the process of calculating monetary obligations.

The concept of “payment system” studied in such works: Ya. Chaikovskii and Ya.
Kovalchuk (2018), S. Zorya (2017), N. Rushchyshyn and Z. Kostak (2018), H. Treiblmaier and A.
Floh (2006). As a result of processing their works, it was found that the authors have different
approaches to the disclosure of the meaning of the "payment system” and, accordingly, there is
terminological confusion due to unconventional interpretations of this concept.
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Since 2015, the banking card business has changed significantly in both technological and
organizational terms. The banking sector is developing rapidly under the influence of new
technologies. The introduction of new technologies allows to make innovative breakthroughs in the
banking sector, in particular in the field of cashless payments.

The works of both individual researchers and financial organizations are devoted to the
digital transformation. Among the relevant studies are the works of O. Selcen et al. (2019), M.
Massimo et al. (2020), J. Cronk (2015), B. King (2017), V. Zharnikova (2019) les by Global
Finance, The Economic Times and Zacks, and World Bank reports. Many domestic scholars, such
as, in particular, E. Maslennikov et al. (2017), A. Ramskyi et al. (2017), O. Sobolieva-
Tereshchenko (2018), S. Reverchuk et al. (2015), O. Sobolieva-Tereshchenko and Y. Zhukova
(2020), were engaged in researches of questions of essential organizational changes concerning
Integration of Ukraine into the European banking system and institutional transformation. Thereby,
it needs to study the market of payment cards in the analyzed countries on a number of criteria and
identify trends in the use of payment cards for cashless payments.

PAPER OBJECTIVE

In the current conditions of world economic development, the digital transformation has
covered all spheres of the economy, including banking. It provides new opportunities for banks to
increase their competitiveness, increase the number of customers and profits. Also, the digital
transformation of cashless payments has an impact on the population, business and economy of the
country. For citizens, it is the use of convenient, secure and fast payment transactions that prevent
the loss of funds. For businesses, it is the simplification of payment transactions, optimization of
resource costs to work with cash proceeds, the prospect of conducting part of the business in remote
channels. In general, for the country it is a simplified system of social benefits, the struggle against
the shadow economy.

Expanding the scope of cashless payments contributes to the transparency of payments and
economic growth of the country. The National Bank of Ukraine supports the movement of the
country's economy to cashless payments and promotes the development of payment infrastructure.
The spread of non-cash payments is being implemented in the framework of the implementation of
the Concept of development of the digital economy of Ukraine in 2018-2020 and the Concept of
reforming the payment legislation of Ukraine.

The aim of the article is to identify similarities and differences in the use of non-cash
payments and the use of payment systems in Ukraine, Poland, Switzerland, Hungary, Romania, to
identify problems and methods to improve these issues in our country.

METHODOLOGY

The following research methods are used in the work: abstract-logical; statistical,
comparative; of logical generalization; of economic and system analysis; of grouping; of critical
analysis and theoretical research generalization.

RESULT AND DISCUSSION

The term “payment system” entered banking terminology in the late 1990s, and it essentially
replaced the term “cashless payment system”: that had previously been used. Therefore, in many
modern books about money circulation or banking, the definition of “cashless payment system” is
completely absent or is replaced by the term “payment system”. Thus, today there is a need of
studying the process of transformation of the term “cashless payments” to the term “payment
system”, as well as to clarify their terminology.
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A comparison of the terms cashless payments and payment systems revealed some
differences. First, the difference between these terms is that non-cash money is a record in bank
accounts, and payment systems include technical mechanisms for conducting and accounting for
these records. Secondly, the concept of payment system is broader and more complex, because it
includes not only the object, — money, but also the procedures with this object, and the entities that
implement these procedures.

A comparative analysis of the concepts and components of the “cashless payment system”
and the “payment system” are presented in Table 1.

Table 1

Comparison of concepts of cashless payment systems and payment systems

Components of

the system System of cashless payments Payment systems
An innovative mechanism for transferring
Definition MIEiE @ paszrrr\ll?gésfor paEB e funds between banks and institutional entities
' for goods and services
Commercial and central banks, specialized
Subject Commercial and central banks companies, intermediaries, regular shops and
shopping centers
Form of Depends on the settlement document, Currently, all settlement documents are
calculations which carries a certain form of presented with the usual details, which are
calculation and no other used on the basis of a payment order
The procedure of writing off and . .
Calculation accruing funds according to the One-time transactlon' on _customer ac_:counts,
method svstems of all parties to the transfer of funds, which is very fast in terms
Y calculgtion of the use of the latest technologies
Transfer to participants of calculations
Calculation of certain documents of settlement Currer_lt account of the CORLEENT], O the
tools character which delay process of person in whose favor the transaction is to be
payment TELE

One file with documents, in the network of
Internet banking, mobile banking, blockchain
technologies

The procedure of submitting all the

Document flow necessary documents is lengthy

Source: Compiled by the authors according to (J. Cronk, 2015), (V. Zharnikova,2019),
(O. Selcen et al., 2019).

It should be noted that the term “payment system” more fully reflects the system of using
non-cash payments and electronic money in modern conditions of building a global non-cash
economy. Respectively, in the scientific literature and research there is a tendency to replace the
definition of “non-cash payment system” with “payment system”. The transformation of the system
of non-cash payments into a payment system took place under the influence of the following
factors, which are shown in Figure 1.
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Implementation
of Iban accounts

Banking of

Interchange rate households

changes

centralization of new non-banking
banking services competitors

Development of the b Bal |||
latest technologies requirements

Figure 1. Factors a transformation of the system of non-cash payments into a payment
system

Source: Own study.

Thus, the transformation of the non-cash payment system into a payment system was
influenced by seven factors: banking of households, emergence of new non-banking competitors,
development of new technologies, concentration and centralization of capital, changes in
interchanging rates, implementation of Basel |11 requirements, introduction of IBAN accounts.

“Household banking” is a global phenomenon in the world economy and the economy of the
EU. It is manifested in an increase in the share of retail banking in the banking sector of European
countries the spread of retail banking is reflected in the increase in banking operations for
individuals, small businesses, small and medium enterprises. This was due to the development of
the payment card market and led to the transformation of the system of non-cash payments into a
payment system.

The general pattern towards the active development of the non-banking financial sector in
the form of financial companies and credit unions has helped reduce the role of banks in traditional
banking markets and intensified competition between banking institutions and non-banking
financial companies. The main competition arose in the field of card business, namely in the field
of lending by payment cards and card-to-card transfers, which ultimately contributed to the
transformation of the system of non-cash payments into a payment system.

Computerization and development of new technologies are also a very important factor in
changes in payment systems and non-cash payments at the global level. Distribution of chip and
virtual payment cards, development of remote customer service via Internet and mobile banking,
the emergence of digital currencies, cryptocurrencies, e-wallets, which are trying to be implemented
in leading European countries, as well as contactless payments using gadgets with NFC function
through payment services Apple Pay, Google Pay, Garmin Pay have led to major changes in
banking sphere. This factor led not only to the transformation of banking products, but also the
transformation of the system of non-cash payments into a payment system.

N VI
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The reduction of interchanging rates on cards of international payment systems is also a
factor in the transformation of the system of cashless payments into a payment system. On the one
hand, the reduction of card exchange rates affects the reduction of fees for the use of payment cards
and promotes the growth of non-cash payments, which has been confirmed by the experience of
Poland and Hungary which introduced changes to the level or manner of setting the interchange fee.
On the other hand, lower interchange rates in Ukraine may lead to the destruction of the historical
system of non-cash payments and payment systems due to the increase in the payback period of the
bank's POS-terminals. Lowering the interchange rate can lead to lower bank profits. Payment
system practitioners believe that as a result, many banks will withdraw their terminals from
business (primarily small and medium-size) and it will provoke the growth of the shadow economy
increase, as many transactions will pass by the box office.

A significant factor in the transformation of the cashless payment system into a payment
system was the concentration and centralization of banking services, which affected the transition
from one-time services to renewable banking products with the simultaneous introduction of loyalty
systems by banks and retailers, from cashback to reward programs. It should be noted that the
concentration and centralization of banking services for individuals, small businesses, small and
medium enterprises have become possible due to the use of payment cards by banks as a means of
identifying customers and the first major banking product. A striking example of such use of
payment cards by banks is a universal bank card from Privatbank.

On February 1, 2014, SEPA (Single Euro Payments Area) was introduced throughout the
European Union — the only European procedure for non-cash payment transactions. SEPA has
replaced the national payment systems of 28 EU member states. SEPA uses the IBAN to identify
the bank and account number. IBAN — standard Ne 13616 of the International Organization for
Standardization ISO and the European Committee for Banking Standards ECBS - international bank
account number. The use of IBAN has become mandatory in Ukraine since January 13, 2020. The
introduction of IBAN made it possible to harmonize the Ukrainian payment space with the
European one, and also contributed to the further modernization of the electronic payment system
of the National Bank of Ukraine. In general, the use of the IBAN standard made it easier to issue
settlement documents, accelerated interbank payments, simplified receipt and automatic processing
of payments from EU counterparties, made it easier to identify the payer and recipient of non-cash
transfers, facilitated the transformation of non-cash payments into a payment system.

A detailed analysis of the factors transforming the system of non-cash payments into a
payment system showed that five of the seven factors mentioned above, namely: banking of
households, the emergence of new non-banking competitors, development of new technologies,
concentration and centralization of capital, reduction of interchanging rates development of the
payment card market.

Payments using payment cards are non-cash. The popularity of non-cash payments by
payment cards is constantly growing, as evidenced by the growing number of transactions made
with payment cards in Ukraine, Sweden, Poland, Hungary and Romania. Number of bank card
payments in European countries on Figure 2.
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Figure 2. Number of bank card payments in European countries, in million

Source: NBU, ECB, EBF results of data processing.

During the period from 2015 to 2019, the number of transactions using payment cards in the
analyzed countries grew every year. Accordingly, the role of cashless payments and payment
systems increased during the studied period.

It should be noted that the main factors influencing the number of non-cash payments using
payment cards are the population, the number of payment cards and the country's payment
infrastructure.

The population of countries is a very important factor, because it is based on the use of non-
cash payments and payment systems, so further research it will be conducted on the population of
Ukraine, Poland, Sweden, Hungary and Romania, their dynamics and relative deviation over the
years.

Poland had the largest number of bank card payments in 2019, amounting to 5,057 million
transactions. Compared to Poland, the number of non-cash card payments in Ukraine was 7% less.
Such a large number of transactions stems from the significant population of the countries discussed
below (Table 2).

Table 2
Population in European countries, thousand people
Relative
deviation 2019
Year 2015 2016 2017 2018 2019 trom 2015
years, %
UA 42 761 42 585 42 386 42 153 41902 -2
PL 38 455 38 427 38 422 38 413 38 390 -0,16
SE 9799 9923 10 058 10 175 10 279 4,89
HU 9843 9814 9788 9776 9771 -0,73
RO 19 822 19 706 19 593 19 477 19 370 -2,28

14

Source: ECB, EBF results of data processing.
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Hungary and Romania had insignificant, compared to other countries, absolute importance
of bank card transactions, more than five times less than in Ukraine. Such small figures also follow
from the population of these countries.

In 2019, Sweden had 2,917 million non-cash transactions. The country's population is 48%
smaller than in Hungary and 7% larger than in Romania. That is, taking into account the indicators
of the population, with such indicators of the use of cashless payments and it can be said that
Sweden is more developed in terms of non-cash payments and payment systems.

At the same time, not only the population affects the number of non-cash payments. The
number of payment cards and the country's payment infrastructure have a significant impact.
Important indicators are the ratio of the number of cards to the population of the country and the
ratio of the number of cards to the number of POS-terminals for payment by cards (Table 3).

Table 3

Number of cards, bank card transactions and POS-terminals in European countries

Number of bank card transactions per
1 person (number of bank card
payments / population), pcs. for 1
person

Number of cards per POS
(number of cards / number of
POS), pcs. for 1 terminal

Number of cards per 1
person (number of cards /
population), pcs. for 1 person

Year UA  PL SE HU RO UA PL SE HU RO UA PL SE HU RO
2015 072 092 254 091 0,75 459 646 2436 389 1105 177 76 136 80 104
2016 076 09 215 091 081 586 80,7 2661 4626 138 162 69 83 74 99
2017 082 102 208 093 084 729 98 2794 573 189 150 63 83 62 85
2018 088 107 191 09 089 928 1172 2711 668 245 132 52 70 60 85

2019 101 112 182 09 094 1206 1416 2838 824 3206 126 47 74 60 80

Source: Own study and ECB, EBF results of data processing.

According to ECB, EBF results of data processing (European Central Bank and European
Banking Federation, 2019-2020), the ratio of the number of payment cards per capita in the studied
countries had a growth dynamic in all but Sweden. In 2019, this figure in Sweden was 18,729
thousand units. by 10,279 thousand population, which is 24.87% less than in 2015. But this does
not mean that the Swedish banking sector has begun a process of degradation and decline. This
trend in Sweden is due to the fact that the country is focused on environmental improvement. The
country is gradually abandoning plastic cards and switching to virtual cards in online applications
and e-wallets. This factor is also supported by the fact that Sweden uses the latest blockchain
technologies and the transition to digital currency to use cryptocurrencies, especially Bitcoin.

In Ukraine, the number of payment cards in 2019 was 41,158,000, which was 33.46% more
than in 2015. In Poland in 2019, the number of payment cards amounted to 42,854 thousand units,
which was 21.71% more than in 2015. Romania and Hungary also had an increase the number of
payment cards for five years by 21.9% and 4.92%, respectively. That is, banks issued a larger
number of payment cards of various types, which was caused by an increase in demand for non-
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cash payments by cards on the Internet and a relative improvement in the acquiring functions of
banks.

In all countries, there is a dynamic increase in the number of POS-terminals in trade during
the study period. In Ukraine in 2019, this figure was 333,840 units, and had an increase of 91.53%
compared to 2015. This crazy jump is explained by new legislation, which correlates with the
introduction of POS-terminals in trade and the transition from cash to non-cash payments. Ukraine
and Poland are somewhat similar in terms of indicators, but in Poland the indicators of the number
of cards per 1 person and the number of non-cash transactions are higher. Ukraine has the highest
number of cards per POS-terminal in trade, which indicates a significant issue of cards, and more
progressive operation of terminals, because during the study period, this figure decreased by 28.8%
in 2019 compared to 2015.

In Poland in 2019 there were 906,564 POS-terminals, which is 572,724 more than in
Ukraine for the same period, this is due to a more developed business area in Poland than in
Ukraine, but this is helped by a large proportion of Ukrainians who leave home to look for work.
That is, Poland, creating many jobs and opportunities for business development, encourages
Ukrainian citizens to work, thereby increasing the number of terminals for payment in trade and
reducing the population of Ukraine.

Sweden has the largest coverage of acquiring banking services and the number of
transactions per person. In this country, the number of POS-terminals in trade in 2019 was
251,975, which is a very good indicator of their population and increased by 37.28% compared to
2015, which again indicates a transition to non-cash calculation. In Sweden in 2019, there are 1.82
cards per person, and this is the highest figure among the studied countries. It is noteworthy that
this figure is higher despite the fact that Sweden has integration into the use of blockchain
technologies and reduced use of plastic cards. That is, when other countries switch to non-cash
payments, Sweden is already looking to the future and starting to use digital currency payments.
The number of bank card transactions is also much higher than in other countries and amounts to
283.8 transactions per person in 20109.

Hungary in 2019 has an average of all countries, the number of cards per person in 2019 was
0.96, and Romania in 2019 in terms of the number of cards per POS-terminal took second place
among the analyzed countries and amounted to 80 pieces. Hungary and Romania also tended to
increase the number of bank card transactions per capita by 41.26% and 58.9%, respectively. The
indicators of Romania and Hungary are lower than Ukraine in some respects, but the population of
these countries is 2 or 3 times less than Ukraine.

Thus, Sweden can be called a benchmark for Ukraine in the development of non-cash
payments using payment cards. In order to improve public services and accelerate the transition to
non-cash payments, Ukraine needs to grow up and learn from at least its Polish counterparts. It is
established that the number of cards per person in Ukraine as well as in Poland. At the same time,
there are more POS-terminals in trade in Poland, which may mean a more developed level of
entrepreneurship and business than in Ukraine.

This is evidenced by the existing problems of the Ukrainian state in the field of business,
namely:

- Atax code that has a constant tendency to change and is almost never been permanent;

- Corrupt mechanisms through which certain individuals do not legally obtain land plots
and opportunities to conduct their business;

- High interest rates on loans to small and medium-sized businesses (which until 2018
flowed from the discount rate of the NBU, because before that the monetary policy of the
National Bank was tougher;

- Temporary problem - COVID-19 pandemic (currently this factor is a problem in all
European countries).
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An important factor in the development of small and medium-sized businesses in the
country, or business in general, is the factor of increasing the number of POS-terminals in trade,
which are directly used in calculations of sold products, goods or services other. With the help of
payment cards and electronic payments, the world is gradually giving up cash. But different
countries have different conditions for this development.

Ukraine has shown quite good results in the use of such banking services related to non-cash
payments, acquiring and development of POS-terminals (National Bank of Ukraine, 2020). Non-
cash transactions are used in large quantities. The total number of transactions (non-cash and cash
receipts) using payment cards issued by Ukrainian banks in 2020 increased by 18.0%, and the
amount - by 8.7% compared to the same period in 2019. This trend is primarily due to the growing
amount and quantity of non-cash transactions. Their share predominates in the total amount of
payment card transactions. Thus, the amount of non-cash transactions amounted to more than 55%
of the sum of all card transactions. Last year, following the results of 2019, this figure was less than
50%. The number of non-cash transactions is even higher - 86 out of 100 transactions with
payment cards were carried out non-cash. Payment infrastructure in Ukraine continued to expand
steadily during 2020. The number of businesses accepting payment cards has increased by almost
32%. In addition, since the beginning of 2020, the number of commercial POS-terminals has also
increased - by 7.9%. At the same time, more than 85% of all commercial POS-terminals provide
contactless payment.

Of course, this trend correlates not only with the improvement of banks under the leadership
of the NBU, but also with changes in legislation in the country. By the way, the POS-terminal can
be used for the benefit of the country, in terms of monitoring the correct posting of income by
imposing a tax on this income, which then goes to the state treasury. For example, the formation of
bank statements and reports of the entrepreneur, using data from POS-terminals, which reflect all
the calculations of the population and the receipt of funds in the bank accounts of merchants.

CONCLUSION

Currently, the whole world is switching to cashless payments, which have been popular for
many years. Analyzing the prevalence of the most popular banking transactions related to non-cash
payments and payment systems in Ukraine, Sweden, Poland, Romania and Hungary, it has been
found that Sweden in this work is a benchmark to be compared to all countries compared.

Sweden's banking system is working at a strong level for the current population. The
mentality of Europeans, namely the Swiss, to invest in new technologies is very important. The
citizens of Sweden themselves opposed the large issue of payment cards, because, firstly, it is
dangerous for the environment, and secondly, the population supported the government in
organizing the development of payment for goods and services in digital currency, which is now
becoming an important tool as a financial mechanism in some countries with developed economies.

Poland also showed good results in this research. In general, the banking system of
Ukraine's neighbor is more developed and open to business processes and ordinary banking
operations.

The Ukrainian card market is very dynamic, leaders are changing, new products and
technologies are appearing. Only one thing remains unchanged - it is rapidly expanding due to new
cardholders, issuers and service points.

This study showed Ukraine's capabilities in the field of typical banking services and allowed
to compare the level of development of banking services with other European countries. To
improve the situation with serving their customers, banks need:

— Attract foreign attention to domestic investors;
— Take experience from foreign colleagues;
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Moderately change the interchange rate;
— Open new service technologies (blockchain, cryptocurrency, mobile banks);
— To improve the environmental situation - to produce bank cards from material that does
not harm nature;
— For more active use of electronic means of payment it is necessary to ensure further
development of infrastructure, as well as to promote the development of financial literacy.
Assume, the implementation of the above recommendations will allow to expand cashless
payments using payment cards in Ukraine, and the results of research will be useful for further
research in the market of payment cards in European countries.
The results of the research can be used in the development of non-cash payment processes
using payment cards, the introduction of new banking services based on the use of cards and the
solution of certain business cases in banking.
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TPAHCP®OPMALIA BE3I'OTIBKOBHUX IIVIATEXIB
HA PUHKY IUIATIDKHUX KAPTOK KPATH €BPOIIA

Apabanxxu Kapuukosa CoboneBa-Tepemenko
Kupniio BagumoBuy Baunepis BaaguciaaBiBna Ogaena AnaroJiiiBHa
Kuiscokuil ynieepcumem imeni Kuiscokuii nayionanvruuu Kuiscokuii ynieepcumem imeni
bopuca I'pinuenxa, Kuis, Mop206eNbHO-eKOHOMIYHUL bopuca I'pinuenxa, Kuis,
Ykpaina yHigepcumem, Kuis, Ykpaina Ykpaina

MeToro aHOrO JOCHTIUKEHHST € BHBYCHHS IOTOYHOIO CTAaHy 1 MEPCHEKTHB PO3BUTKY
O€3roTIBKOBHX IIJIATE)KIB 3 BUKOPHCTAHHSAM IUIATDKHUX KapTok B Ykpaini, Ilompmn, IlIBerrii,
Pymynii Ta Yropmuau. ¥ crarTi po3risaaoTses Gakropu TpaHcopmalii TepMiHy «Oe3roTiBKOBI
IJIaTeXi» B TEPMIH «ILIaTiKHA chcTeMay. MeToloNoris: TeopeTuyHa Ta NMpakTU4yHa 0aza JaHuX
pUHKY OaHKIBCBKMX KapTOK pO3IJSAAEThCs SK 1HQOpMauiiiHa Oa3a pocmipkeHHs. B xomxi
JOoCHiKeHHs: Oylii BUKOPUCTAaHI 3aralbHOHAYKOB1, TCOPETHYHI Ta EMIIIPUYHI METO/IU, CepPel STKUX:
aHaJIi3 1 y3araJdbHEHHSI JIITEPATYpH 3 TEMHU JOCITIKEHHS, METOJIU CIIOCTEPEIKEHHS Ta IMOPIBHSIHHS,
CTPYKTYpHI METOJM, METOJIU Yy3roKeHHs 1 dopmanizanii, rpadiuyne i TabauvHe MpeacTaBICHHS
TaHuX. Y CTarTi NMpOaHATi30BaHO TEHJEHIII PO3BUTKY HOBHX BHJIB OE3TOTIBKOBHX TPOIIEH,
MIPOBEJICHO MOPIBHSIHHS PO3BUTKY PUHKY IUIATDKHUX KapTOK MO PsAIY KPUTEPIiB, OMUCAHI OCHOBHI
HaNpsSMKA CY4aCHOTO BUKOPWCTAHHS IUIATDKHUX KapTOK JUIsi OE3TOTIBKOBHX pO3PaxyHKIB B
KpaiHax, 1[0 aHaJi3YIOThCSA. B X011 MOPIBHSIBHOTO €KOHOMIUHOTO AOCITIIKEHHS OY/IM BUKOPUCTaH1
cratucTuyHi naHi  €Bpomeiicekoro LlentpamsHoro banky (€L1b), indopmarmis caiTis
Hamionanenoro 6anky VYkpainm Ta LlenTpansHux OaHkiB kpaiH. Pesymbratu mocinimkeHHS
MOKa3yI0Th, IO 3MIHM HA PUHKY OAHKIBCHKUX IIATKHUX KAPTOK ICTOTHO BIUIMBAIOTh HA PO3BUTOK
0E3roTiBKOBUX pO3PAaxXyHKIB B €KOHOMIlI KpaiH. HaykoBa 3HauuMMicTh poOOTH mMOJsTae 'y
cucTeMaTh3anii Ta XapaKTepPUCTHIIl OCHOBHHMX YHMHHHUKIB TpaHchopMarllii TepMiHy «Oe3TrOTiBKOBI
IJIaTeXK1» B TEPMIH «IUIaTDKHA cucTeMay. [IpakTudHa 3HAaUMMICTh OJIEpKAHUX PE3yIbTAaTIB MOJISATae
y BU3HAUEHHI HUISXIB YAOCKOHAJIEHHS YKPaiHChKOI'O PUHKY OaHKIBCHKMX KapTOK 3 BUKOPHCTAHHSAM
nocBiny KpaiH €Bpomeiickkoro Coro3y. 3aciyroBylOTh YBard MpEICTaBICHI B CTATTI Kpail
€BPOTICHCHKI MPAKTHKH, IO BUKOPHUCTOBYBAJIUCh HA PUHKY OaHKIBCHKMX KapTok B 2015 - 2019
pOKax.

KurouoBi csioBa: 0e3roTiBKOBI pO3paxyHKH, OaHK, IMIaTLKHI KapTku, POS-tepminal,
VYkpaina, [Tonbma, [lBenis, Pymynis, YropuuHa.

TPAHC®OPMAIIUA BE3HAJIMYHBIX IJIATEXKEN
HA PBIHKE IIVIATEXKHBIX KAPT CTPAH EBPOIIbI

Apadamxu Kapuukona CoboaeBa-Tepemenko
Kupuna BagumoBuyu Banepus Bapaguciaasasna Enena AHaToJILeBHA
Kuesckuii ynusepcumem umenu Kuesckuii nayuonanvruiti Kuesckuii ynusepcumem umenu
bopuca I punuenxo, Mop2080-IKOHOMUYECKULL bopuca I punuenxo,
Kues, YVkpauna yuusepcumem, Kuees, Yxkpauna Kues, Ykpauna

Ilenpto naHHOTO HCCIEIOBAaHUS SBISETCS W3YYEHHE TEKYLIEro COCTOSHUS U IEPCIEeKTHB
pa3BUTHs O€3HAIMYHBIX IUIATeXKEH ¢ MCMOIb30BAaHUEM IIIATEXKHBIX KapT B YKpaune, [lonblie,
HIBenuu, Pymbinun u Benrpun. B crathe paccmarpuBaroTcsi (akTopsl TpaHchopMaluu TEpMHUHA
«Oe3HAIMYHbIE TUIATEXXKW» B TEPMHH «ILIaTEXKHAs cHcTeMay. METONOJIOTUs: TeOopeTHuYecKas U
npakTudeckasi 0a3a TaHHBIX PbIHKa 0AHKOBCKUX KapT paccMaTpuBaeTcs Kak MHpopMalMoHHas 0a3a
uccnenoBanus. B xoxe uccienoBaHuss ObUTM MCHOJB30BaHBI OOIIEHAYYHbIE, TEOPETHUYECKHE U
SMIUPUYECKHUE METONbI, CpeAu KOTOPBIX: aHalu3 U 0000IIeHue JUTepaTypsl IO TeMe
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UCCIIETOBaHMsI, METO/Ibl HAOIIOACHUSI U CPaBHEHUSI, CTPYKTYpPHBbIE METO/IbI, METO/bI COTJIACOBaHUS
u  (Qopmanmuzanuu, rpaduueckoe UM TAOIMYHOE TPEACTaBICHHWE JaHHBIX. B crarbe
MPOAHAIM3UPOBAHBl TEHACHIIMU PAa3BUTHS HOBBIX BHUIOB OE3HAIMYHBIX JIEHET, IPOBEACHO
CpaBHEHUE pa3BUTHUSI pbIHKA IUIATEKHBIX KapT MO Py KPUTEPHUEB, OMHCaHbl OCHOBHBIC
HAIpaBJIEHUsI COBPEMEHHOI'O HCIOJIb30BAaHUS IUIATEKHBIX KapT Ajs Oe3HaJMYHBIX pPacyeToB B
aHAJIM3UPYEMbIX CTpaHax. B Xoze CpaBHUTENBHOTO HSKOHOMUYECKOTO HCCIEAOBaHUSA ObLIU
MCTOJIB30BaHbI cTaTHCTUUECKUE nanHble EBponeiickoro LlentpansHoro banka (ELIB), nadopmanus
¢ caWtoB HammonampHoro Oanka VYkpauHbl W LleHTpanbHBIX OaHKOB cCTpaH. Pe3ynbTaThl
WCCJICTOBAHMS TIOKA3bIBAIOT, YTO M3MEHEHHSI Ha PhIHKE OAHKOBCKUX IUIATEKHBIX KaPT OKa3bIBAIOT
CYUIECTBEHHOE BIIMSIHME€ Ha pa3BUTHE OE3HAJIMYHBIX pPacyeToB B DKOHOMHUKE cTpaH. Hayunas
3HAYUMOCTh PAOOTBI 3aKIIOYACTCS B OMNPEACICHUM M XapaKTePUCTHKE OCHOBHBIX (HaKTOPOB
TpancopMmal TEpMHUHA «OE3HAIMYHBIE IUIATEKW» B TEPMUH «IUIATEXKHAS CHUCTEMay.
[IpakTuueckass 3HAYMMOCTb  PE3yJAbTATOB  3aKIIIOYACTCS B OMNPEACIICHUM  HAIpaBICHUM
YCOBEpIICHCTBOBAaHUS pPbIHKA OaHKOBCKUX KapT YKpauHbl C HCIOJIb30BAaHHUEM OIBITa CTpaH
EBponeiickoro Coro3a. Takke BHUMaHHS 3aClIyKHMBAIOT TPEICTABICHHBIE B CTaThe JIYYILHE
eBpOIeHCKre TPAKTUKH, UCIIOJIb3yeMble Ha phIHKE OaHKOBCKUX KapT B 2015 - 2019 roxax.

KioueBbie ciioBa: Oe3HaIMYHBIE pacyueThl, OaHK, IaTexHble KapThl, POS-tepmunan,
VYkpauna, [Tonema, [HIBenus, Pymbinus, Benrpus.
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Abstract. This research aims to determine the effect of sales growth variables, asset structure,
company size and cash flow stability against stock prices in manufacturing sector companies listed
on the Indonesia Stock Exchange for the period 2014-2018. Sales growth variable is measured
using sales, asset structure variable is measured using total assets, company size variable is
measured using the natural logarithm of total assets and cash flow stability is measured using net
income. This research uses secondary data, in the form of financial reports and other related
information from the financial industry listed on the Indonesia Stock Exchange for the period 2014-
2018. The selection of this study was related to 75 companies in the manufacturing sector, with a
sample of 42 companies using purposive sampling method. The data analysis method used is panel
data regression analysis (common effect) with a significant level of 0.05. Based on the results, the
research conducted shows that, partially the sales growth variable has no effect on stock prices, the
asset structure variable has no effect on stock prices, the firm size variable has a significant effect
on stock prices and the cash flow stability variable has no effect on stock prices.

Keywords: sales growth, asset structure, company size, cash flow stability, stock price.
JEL Classification: G12, G32, L11.

INTRODUCTION

The manufacturing industry is a business entity that operates machinery, equipment and labor
in a process medium to convert raw materials into goods that have sale value. All processes and
stages in manufacturing activities are carried out with reference to Standard Operating Procedures
(SOP). According to UNIDO data, the added value of the national industry increased to USD 34
billion from 2014 and reached USD 202.28 billion to USD 236.69 billion in 2018. Manufacturing is
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also one of the sectors that contributes to the Indonesian economy. And currently Indonesia is in the
top 10 of the world as an industrial country with high added value and in Indonesia itself,
manufacturing is one of the biggest contributors to GDP (Source: CNBC INDONESIA).

Since 2014-2018 the results of Indonesia's manufactured exports have increased every year,
although in 2016 there was a decrease in the value of exports. This is inversely proportional to the
stock price in the manufacturing sector, which during the 2014-2018 period decreased every year.
For that, we need to know the factors that affect stock prices, considering that stock prices are very
important for companies, especially for public companies. There are many factors that affect stock
prices, first, non-financial factors, namely in the form of stock trend price movements, which are
usually used by investors to make decisions to buy or sell shares. Second, financial factors in the
form of information contained in financial reports, such as profitability and rentability. This
financial information is used to measure the company's performance, where the company's
performance is as a reference for the stock value in the eyes of investors. Financial factors here
include ratios which are measures of company performance. Third, external factors are factors other
than the above factors, namely things that occur outside the company such as an increase in interest
rates which results in market uncertainty, inflation and deflation which results in uncertainty in
people's purchasing power, security of the country, government policies and socio-political
conditions. In this study four factors that influence stock prices are taken, namely sales growth,
asset structure, company size and cash flow stability.

Stock Prices
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1764,142857
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1363,809524
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Figure 1. Stock Prices in the Manufacturing Sector for the 2014-2018 period
Source: Modified after Widajatun, V. W. et al. (2020).
LITERATURE REVIEW
Sales Growth
Sales Growth is a ratio that measures the company's ability to maintain its position in the

industry and in general economic development (Fahmi, 2012). This growth ratio is seen from
various aspects of sales, earnings after tax (EAT), earnings per share, dividends per share, and
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market price per share. High sales growth will reflect increased income so that the company's stock
price tends to increase. According to (Husnan, S. and Pudjiastuti, 2012), company growth in
financial management is measured on the basis of changes in sales, even financially it can be
calculated how much growth should be (sustainable growth rate) according to the alignment of
investment and financing decisions. The company growth will have consequences on increasing
investment in the company assets and ultimately requires provision of funds to purchase assets
(Gitman, 2012). Sustainable growth rate is the maximum growth rate that a company can achieve
without financing capital but by maintaining the debt to equity ratio.

Sales growth is a component to assess the company's prospects in the future and is measured
based on changes in the company's total sales as follows:

Sales; — Sales;_1

les =
Sales Sales;_4

Asset structure

Asset structure according to (Kesuma, 2009) is the wealth or economic resources owned by
the company that is expected to provide benefits in the future consisting of fixed assets, intangible
assets, current assets, and non-current assets in (Mahapsari, N. R. and Taman, 2013). According to
(Thausyah, N. F., 2015), asset structure is the determination of the allocation of funds for each asset
component, both current assets and fixed assets. Total assets are the total amount of assets owned
by the company consisting of current assets, fixed assets and other assets which, when added
together, are equal to total liabilities and equity (Sutrisno, 2013).

The asset structure of a company can be measured by the following formula:

Current Assets
Total Assets

Asset Structure =

Company Size

Company size is a symbol related to the opportunity and ability of a company to enter the
capital market and other types of financing that indicate borrowing ability. According to (Husna, R.,
2016) states that company size is a scale where the size of the company can be classified.
According to (Brigham, E. F. and Houston, 2011) company size is the size of the company is the
average total net sales for the year concerned until several years later. Meanwhile, according to
(Nugraha, N. M., Hakim, A. A,, Fitria, B. T. and Hardiyanto, 2020) the firm size is a measure that
describes the size of the company indicated by the company's total assets. Meanwhile, according to
(Bani Nugraha, N. and Meiranto, 2015) company size is basically grouping of companies into
several categories, including large companies, medium companies, and small companies. Company
size is a scale that can be classified by total company assets, total sales, number of employees, stock
market value, and others.

The formula used to measure the variable size is:

Company size (size) = log natural Total Asset
Cash Flow Stability
Cash flow is one of the financial reports that must be submitted by companies listed on the

Indonesia Stock Exchange (Kasmir, 2014). The cash flow statement provides financial information
related to cash income and expenses in an accounting period. The cash flow statement provides
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financial information related to cash income and expenses in an accounting period. (Kartikahadi,
2016) states that the cash flow statement is a report that is prepared to explain the amount of cash
receipts and payments during a reporting period, the source of revenue and the target for these
expenses, and the increase or decrease in the ending cash balance compared to the balance at the
beginning of the period. According to (Kieso, 2011) the preparation of a cash flow statement
requires four main steps, namely:

Determining net cash flow from operating activities

— Determining net cash flow from investing and financing activities.

— Determining the change (increase or decrease) in net cash flow during one period.

Reconciling changes in cash between beginning cash and ending cash.

Cash flow stability of the company can be found by:

Net Profit, _ Net Profit,_4

Cash flow stability = Net Profit
t—1

Stock Price

Stock price is the value of the shares that occurs as a result of buying and selling these shares
on the secondary market. The stock price in transactions in the capital market is the share price that
comes from the market mechanism, namely market supply and demand. According to (Sambelay, J.
J., Rate, P. V. and Baramulli, 2017), stock price is an indicator of the company management.
Successes and returns will provide rational investors with decisions. A high enough stock price will
provide benefits, namely in the form of capital gains and a better image for the company, making it
easier for management to get funds from outside the company. The price of a stock can fluctuate
rapidly in a very fast time, so investors or interested parties are advised to frequently see or check
the company's stock price position through existing facilities (Mahapsari, N. R. and Taman, 2013).

The stock price can be calculated as follows:

Stock Price = Closing Stock Price
Based on existing theory and research, a framework is created with the dependent variable

stock price and the independent variable consisting of sales growth, asset structure, company size
and cash flow stability.

Sales Growth
Asset Structure
Stock Price

Company Size

Cash Flow Stability

Figure 2. Research Paradigm

Source: Own compilation.
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With the paradigm above, the following hypothesis can be formulated:

According to (Deitiana, 2012) sales growth reflects the embodiment of investment success in
the past period and can be used as a prediction for future sales growth. Sales growth is also an
indicator-of-demand-and competition in the industry. High sales growth will reflect increasing
income. This tends to have an impact on dividend payments that are expected to increase. Thus, it
will be able to attract investors' attention to buy these shares and of course it can push the stock
price to go higher. The research conducted by (Pratiwi, 2017) shows that sales growth has a
significant effect on stock prices. This is opposed by the research conducted by (Clarensia, J.,
Rahayu, S. and Azizah, 2012) which shows that sales growth has no effect on stock prices.

H; : Sales growth (X;) affects the stock price (YY) of the manufacturing industry in the 2014-
2018 period.

Asset structure is the wealth or economic resources owned by the company which is expected
to provide benefits in the future consisting of fixed assets, intangible assets, current assets, and non-
current assets (Agustini, T., 2015). The company's asset structure has an important role in
determining the financing of companies that have high long-term fixed assets, because a high
demand for the company products will use a lot of long-term asset debt. If the company has high
assets, information asymmetry is unlikely to occur as the valuation of its assets is easier because the
company has adequate guarantees for investors. Thereby increasing investors' desire to invest will
increase stock prices. The research conducted by (Mahapsari, N. R. and Taman, 2013) shows that
there is no positive effect of asset structure on stock prices. While the research by (Novianti, 2018)
shows that asset structure has a significant effect on stock prices.

H, : Asset Structure (X5) affects the stock price (Y) of the manufacturing industry in the 2014-
2018 period.

For investors, high company size is an indicator that the company is performing very well.
According to (Prasetya, P. J., 2016) the company size is the level of identifying the size of the
company based on the number of workers, market capitalization, total sales, total asset value. The
greater the value of market capability, the more the company is known to the public, the greater the
sales, the more circulation of money, and the bigger the assets, the more capital is being held. Based
on the research by (Viandita, T. O., Suhadak and Husaini, 2013) the size of the company has a
positive and significant effect on stock prices. However, it is different from the research results
(Karimah, 2011) which shows that company size has a negative and insignificant effect on stock
prices.

Hs : Company size (X3) affects the stock price (Y) of the manufacturing industry in the 2014-
2018 period.

Cash flow stability has a closely related to stock prices because cash flow stability can reflect
the condition of the company. Cash flow is a report that provides relevant information about cash
receipts and disbursements of a company in a certain period, by classifying transactions in
operating, financing and investment activities. The results of the research by (Changling, 2004) and
(Nasir, M. and Ulfah, 2008) proved the effect of cash flow on stock prices, but several other studies
by (Daniati, N., 2006), and (Meyti, 2006) indicated that cash flow has no effect on stock prices.

H, : Cash flow stability (X,) affects the stock price (YY) of the manufacturing industry in the
2014-2018 period.
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After seeing the existing phenomena and studying the research results of several previous
researchers discussed above, the researcher was curious to find out whether sales growth, asset
structure, company size and cash flow stability had an effect on stock prices in manufacturing sector
companies listed on the Stock Exchange of Indonesia for the period 2014-2018, and then compare
the results achieved with the results of previous studies.

PAPER OBJECTIVE

The paper objective is to determine the effect of sales growth variables, asset structure,
company size and cash flow stability against stock prices in manufacturing sector companies listed
on the Indonesia Stock Exchange for the period 2014-2018.

METHODOLOGY

The research method used is descriptive method, which is a form of nature and the
relationship between the phenomena being studied (Nuryaman and Veronica, 2015). According to
(Sugiyono, 2017) descriptive statistics are used to analyze the data that has been collected as it is
without intending to make general conclusions or generalizations. The type of data used is
quantitative data in the form of financial reports and a summary of the company's performance for
the 2014-2018 period.

The unit of analysis for this research is manufacturing companies listed on the Indonesian
Efek Exchange in the research period of 2014 — 2018. The selection of this study was related to 75
companies. Among those that meet the research criteria using purposive sampling (the desired
criteria) there are only 42 companies in various industrial sectors that were sampled in this study.
Data collection techniques are carried out by literature study and internet research to collect
secondary data in the form of corporate financial reports (Amalia, S. et al., 2020; Octavia, D. and
Nugraha, 2020).

According to (Nugraha, N. M. and Riyadhi, 2019; Suyono et al., 2019) before conducting the
regression, there are conditions that must be done, namely carrying out the classical assumption
test. The regression model must be free from classical assumptions, namely: Normality Test,
Multicollinearity Test, Autocorrelation Test, and Heteroscedasticity Test.

The normality test is intended to test whether in the regression model, the dependent and
independent variables have a normal distribution or not (Ayunitha, 2020; Nariswari, T. N. and
Nugraha, 2020). If the probability > 0.05 then the distribution of the regression model is normal. If
the probability < 0.05 then the distribution of the regression model is not normal.

Multicollinearity test means to test the regression model whether there is a correlation
between the independent variables (Susanti, N., Widajatun, V. W., Aji, M. B. and Nugraha, 2020).
To test whether there is multicolinearity in the regression model, it can be seen from the tolerance
value and the correlation coefficient value. If the correlation coefficient value < 0.8 then
multicollinearity does not occur. But if the correlation coefficient > 0.8 then multicollinearity
occurs.

Autocorrelation test means to test the regression model whether there is a correlation between
confounding error in period t (current year) and confounding error in period t-1 (previous year)
(Sugiyono, 2017; Widajatun, V. W., Rahmadzikrishafira, T. F., Nugraha, N. M., & Susanti, 2020).
This test 1s performed with the Durbin-Watson test by comparing the calculated Durbin-Watson
value (dW) with the Durbin-Watson table value, namely the upper limit (dU) and the lower limit
(dL). If dL <dW <4 - dU, there is no positive or negative autocorrelation.

Heteroscedasticity test means to test the regression model whether there is an inequality of
variants from the residuals of one study to another (Nugraha, N. M. et al. 2020; Sugiyono, 2017).
The way to determine whether there is heteroscedasticity or not is due to the Glejser method. If the
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probability or absolute value of the residual is > 0.05, there is no heteroscedasticity problem. But if
the probability or absolute value of the residual is < 0.05, there is a heteroscedasticity problem
(Nugraha, N. M. et al. 2020).

Multiple linear regression analysis is to examine the effect of the independent variable and the
dependent variable (Angelina, S. and Nugraha, 2020) which shows a one way relationship, namely
the effect of sales growth, asset structure, firm size, cash flow stability on stock prices. The form of
this multiple linear regression equation is formulated as follows:

Y=a+bl X1+b2X2+b3X3+b4X4+e

Description

Y = Stock Price

o= Constant

bl-b4 = Independent variable regression coefficient
X1 = Sales Growth

X2 = Asset Structure

X3 = Company Size

X4 = Cash Flow Stability

e= Error

F test is to test whether all the independent variables included in the model have a joint
influence on the dependent variable as a basis for decision making, that is, if Prob (F-statistic) >
0.05 then Ho is accepted and Ha is rejected at a = 5%. But if Prob (F-statistic) < 0.05 then Ho is
rejected and Ha is accepted at a = 5%.

The t test defines how far the influence of one independent variable individually is in
explaining the variation of the dependent variable (Widajatun, V. W., Nugraha, N. M. and Ichsani,
2019; Wijaya, J. H. and Nugraha, 2020). As a basis for decision making, that is, if Prob (t-
statistic) > 0.05 then Ho is accepted and Ha is rejected at a = 5%. But if Prob (t-statistic) <0.05 then
Ho is rejected and Ha is accepted at o = 5%.

RESULT AND DISCUSSION
10
Series: Standardized Residuals
Sample 2014 2018
8 Observations 30
Mean -2.76e-16
6| Median -0.054784

Maximum 1.234743
Minimum -1.417627
4 Std. Dev. 0.637266
Skewness  -0.091639
Kurtosis 3.025230

Jarque-Bera  0.042784
Probability ~ 0.978835

-15 -1.0 -0.5 0.0 0.5 10
Figure 3. Normality Test

Source: Results of data processing with Eviews.
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Based on the picture above, it can be seen that the Jarque-Bera statistical value is significant
at the 5% significance level with a probability value of 0.978835. Because the probability value is
greater than the error rate of 0.05 or 5%, the data is normally distributed.

Table 1. Multicolinearity Test

X1 X X3 Xa
X1 1.000000 | 0.038251 | -0.045796 | -0.108745
X 0.038251 | 1.000000 | -0.310352 | -0.025733
X3 -0.045796 | -0.310352 | 1.000000 | -0.048889
X4 -0.108745 | -0.025733 | -0.048889 | 1.000000

Source: Data processing with Eviews.

Based on the table above we can see that between sales growth, asset structure, company size
and cash flow stability there is no Multicollinearity because -.045796, -0.108745, -0.048889 and -
0.048889 < 0.8 so we can conclude that Hg js accepted. Thus, it can be concluded that there is no
multicollinearity problem.

Table 2. Autocarrelation

R-squared 0.149151 Mean dependent var 1375.324
Adjusted R-squared 0.132549 S.D. dependent var  3440.963
S.E. of regression  3204.811 Akaike info criterion 19.00622
Sum squared resid 2.11E+09  Schwarz criterion 19.08591
Log likelihood -1990.653  Hannan-Quinn criter. 19.03843
F-statistic 8.983942 Durbin-Watson stat 0.328050
Prob(F-statistic) 0.000001

Source: Results of data processing with Eviews.

Based on the table above we can see that the autocorrelation test shows the Durbin Watson
number of 0.328050. This means that the Durbin Watson value is between -2 to +2, which means
that there is no autocorrelation problem.

Table 3. Heteroskedastisitas Test
F-statistic 0.827140 Prob. F(4,63) 0.5129

Obs*R-squared 3.392958 Prob. Chi-Square(4) 0.4943
Scaled explained SS 3.149166 Prob. Chi-Square(4) 0.5332

Heteroskedasticity Test: Breusch-food-godfey
Source: Data processing by Eviews.
Based on the above table we can see that the regression model is free from the problems of

heteroscedasticity where the probabilities in the table Prob. Chi-Square (4) is 0.4943 > 0.05, which
means there is no heteroscedasticity problem.
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Table 4. Regression Test

Dependent Variable: Y

Method: Panel Least Squares

Date: 05/27/20 Time: 17:59

Sample: 2014 2018

Periods included: 5

Cross-sections included: 42

Total panel (balanced) observations: 210

Variable Coefficient Std. Error t-Statistic  Prob.

C -22429.06  4053.634 -5.533075  0.0000
X1 31.66292 128.8842 0.245670 0.8062
X2 714.0270 583.7041 1.223269 0.2226
X3 841.2899 141.4507 5.947586  0.0000
X4 28.09074 39.10558 0.718331 0.4734

Source: Data processing by Eviews.
According to the table above, the multiple linear regression equation is as follows:
Y =-22429.06 + 31.66292 X; +714.0270 X, + 841.2899 X3 + 28.09074 X4

From the panel data regression model above, it can be concluded as follows:

The value of the Sales Growth variable has a positive effect on the Stock Price of 31.66292, if
the Sales Growth increases by one unit of Sales Growth, the Stock Price can also increase by
31.66292. The value of the Asset Structure variable has a positive effect on the Stock Price of
714.0270, if the Asset Structure increases by one unit of the Asset Structure, the Stock Price may
increase by 714.0270. The value of the firm size variable has a negative effect on the stock price of
841.2899, if the size of the company is increased by one unit of company size, the stock price can
increase by 841.2899. The value of the Cash Flow Stability variable has a negative effect on the
Stock Price of 28.09074, if the Cash Flow Stability increases by one unit of Cash Flow Stability, the
Stock Price may increase by 28.09074.

Table 5. F Test Statistics

R-squared 0.149151 Mean dependent var 1375.324
Adjusted R-squared 0.132549  S.D. dependent var  3440.963
S.E. of regression  3204.811 Akaike info criterion 19.00622
Sum squared resid 2.11E+09  Schwarz criterion 19.08591
Log likelihood -1990.653  Hannan-Quinn criter. 19.03843
F-statistic 8.983942 Durbin-Watson stat  0.328050
Prob(F-statistic) 0.000001

Source: Results of data processing with Eviews.
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F-test is basically done to test whether there is influence between independent variables on the
dependent variable simultaneously. Based on the table above, the probability of F-statistic is
0.000001 where the value is smaller than the significant level of 0.05 or 0.000001 < 0.05, which
means that the sales growth variable, asset structure, company size and cash flow stability have a
linear relationship with the stock price variable or model used is correct.

Table 6. t Test

Variable Coefficient Std. Error  t-Statistic Prob.

C -22429.06  4053.634  -5.533075 0.0000
X1 31.66292  128.8842  0.245670 0.8062
X2 714.0270  583.7041  1.223269 0.2226
X3 841.2899  141.4507  5.947586  0.0000
Xa 28.09074  39.10558  0.718331 0.4734

Source: Data processing by Eviews.

Based on the above table we can see bawha for X; (Growth Sales) shows a p-value of 0.8062
with a: 0.05, because 0.8062 > 0.05 then Hy is accepted, which means that there is no significant
influence between the Sales Growth variable (X;) on the Stock Price ().

The results of this study indicate that sales growth does not have a significant effect on stock
prices, one of the reasons is because sales growth is not a benchmark for investors to invest in the
company, although sales increase is not always followed by an increase in stock prices. Therefore,
sales growth does not attract investors to buy shares in the manufacturing company. Because the
investor demand for the company shares is not too much, it causes the company's stock price not to
be too high. The results of this study are consistent with the research from (Bailia, F. F. W.,
Tommy, P. and Baramulli, 2016) which states that sales growth does not have a significant effect on
stock prices and is contrary to the research conducted by (Kesuma, 2009).

Based on the table above we can see that X, (Asset Structure) shows a p-value of 0.2226 with
a: 0.05, because 0.2226 > 0.05 then Hj is accepted, which means that there is no significant
influence between the Asset Structure variable (X;) on the Stock Price (Y).

The results of this study indicate that Asset Structure does not have a significant effect on
stock prices. Because the higher the asset structure, it means that the fixed assets owned by the
company are getting higher or higher which results in the working capital and ability of the
company to fulfill the company's obligations that are due to decrease, so the company will need
capital from shares, which causes the stock price to decrease as well. The results of this study are in
line with the research conducted by (Wijaya, I. P. A. S. and Utama, 2014) where Asset Structure
has no effect on Stock Prices, and this study is in contrast to the research (Mahapsari, N. R. and
Taman, 2013).

Based on the table above we can see that X3 (Company Size) shows a p-value of 0.0000 with
a: 0.05, because 0.0000 < 0.05 then H; is rejected, which means that there is a significant influence
between the variable company size (X3) on the stock price. ().

The results show that company size has a positive and significant effect on stock prices which
indicates that the greater the size of the company, there is no doubt that the company is also
superior in wealth and performance, so that it will attract investors to trust and want to invest in
buying shares, this causes the stock price to move up. As there is more demand, the share price will
increase. This is what causes the company's shares to attract investors because investors expect a
return on the investment made. The results of this study are in line with tge research conducted by
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(Rosita, N. W. A, Isharijadi and Murwani, 2018) which states that company size has a positive and
significant effect on stock prices and is in contrast ttheo research conducted by (Zaki, M.,
Ishaduddin and Shabri, 2017) and (Yuliana, 2016).

Based on the table above we can see that X, (Cash Flow Stability) shows a p-value of 0.4734
with a: 0.05, because 0.4734 > 0.05 then Hp is accepted, which means that there is no significant
influence between the Cash Flow Stability variable (X;) to stock price (Y).

The results of this study indicate that cash flow stability does not have a significant effect on
stock prices, which indicates that the company spends more funds for the needs or operational
activities of the company than the revenue for the company's operations. The company is also
unable to properly manage the revenue and expenses from the company's operational activities.
This also indicates that the interest that must be paid on the loan is higher than the return, causing a
decrease in the company's stock price. The results of this study are in line with the research
conducted by (Wirawan, 2018) which states that cash flow stability has no effect on stock prices,
and this research is in contrast to the research conducted by (Akhyaari, 2015).

CONCLUSION

The conclusions of this study are as follows.

Sales growth as measured by sales shows that sales growth has no effect on stock prices, in
manufacturing companies listed on the Indonesia Stock Exchange in the 2014 — 2018 period.

Asset structure measured using assets shows that the results of the asset structure have no
effect on stock prices, in manufacturing sector companies listed on the Indonesia Stock Exchange in
the 2014-2018 period.

Company size as measured by log (log natural total assets) shows that the results of company
size have a positive effect on stock prices, in manufacturing companies listed on Indonesia Stock
Exchange in the 2014-2018 period.

Cash flow stability measured using net income shows that the results of cash flow stability
have no effect on stock prices, in manufacturing sector companies listed on the Indonesia Stock
Exchange in the 2014-2018 period.
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YU BIIVIMBAIOTD 3POCTAHHSA ITPOJAXIB, CTPYKTYPA AKTHUBIB, PO3MIP
KOMITIAHII TA CTABLUIBHICTD I'POIIIOBUX ITOTOKIB HA IITHA AKIIIN?
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Jlane nOCHiPKeHHST Ma€ Ha METI BU3HAYUTH BIUIMB 3MIHHUX TEMIIIB 3POCTaHHS MPOJAAXKIiB,
CTPYKTYpU aKTHBIB, PO3Mipy KOMIIAHil Ta CTaOUIBHOCTI T'POIIOBHX IOTOKIB Ha LIHM aKLid y
KOMITaHIsIX BUPOOHUYOTO CEKTOPY, KOTHPYBaHUX Ha IHIOHE31MChKiid (QoHIOBINH Oipki, HAa Tepion
2014-2018 pokiB. 3MiHHa TPHUPOCTY 30YyTY BHMIPIOETBCA 32 JOMOMOTOI MPOAAXiB, 3MiHHA
CTPYKTYpU aKTHBIB BUMIPIOETbCS 3a JOMOMOTOI0 CYKYIMHHUX aKTHBIB, 3MiHHa pO3MIpy KOMIIaHii
BUMIPIOETHCS 32 HATYpaJIbHUM JIOTapU(PMOM CYKYITHHX aKTHBIB, @ CTA0UIBHICTh TPOIIOBUX MOTOKIB
BUMIPIOETBCSL 33 JIOMOMOTOI0 YHCTOrO MPHOYTKY. Y IBOMY JOCHIIKEHHI BHKOPHUCTOBYIOTHCS
BTOpUHHI JaHi y ¢opMi (iHaHCOBHX 3BITIB Ta iHIIOI CymyTHBOI iH(opMarii 3 (iHaHCOBOI ramysi,
KoTupyBaHoi Ha IHmoHesiiicbkilt donmoBid Oipxi 3a mepiog 2014-2018 pokiB. Bubip 1mporo
JOCIIUKeHHsT OyB TIOB’si3aHUM 13 75 KOMIAHISIMH y BHPOOHHMYOMY CEKTOpi, 3 BHOIpKOI 3 42
KOMIIaHii, 32 METOJOM LIJILOBOrO BiOOpy. MeToioM aHali3y JaHUX € MaHelbHUN perpeciiHuit
aHayi3 naHux (3aranpHuil edekr) 31 3HauauM piBHeM 0,05. Ha OCHOBI pe3ynbTaTiB MPOBEICHOTO
JOCIIIJDKCHHST TI0Ka3aHOo, 10 YaCTKOBO 3MiHHA 3POCTaHHS MPOJAXKiB HE BIUIMBAE HA I[IHM aKIIiH,
3MiHHA CTPYKTYPH aKTHBIB HE BIUIMBAE Ha I[iHM aKIii, 3MiHHA po3Mipy GipMU Mae 3HAYHHUN BILIUB
Ha I[IHY aKI[iil Ta 3MiHHA CTAOUTBHOCTI IPOIIOBOTO MOTOKY HE BIUIMBAE HA I[IHU aKI[iH.

KurouoBi ciioBa: picT mpomaxiB, CTPyKTypa aKTHBIB, pO3Mip KOMIIaHii, CTaOUIbHICTH
TPOIIOBUX MOTOKIB, I[iHA aKIIiil.

BJIUAIOT JIK POCT TPOJA’K, CTPYKTYPA AKTUBOB, PASMEP KOMIIAHHUU 1
CTABMJIBHOCTDB JEHEXXHBIX IOTOKOB HA HEHBI AKIIUU?
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Bandung, Indonesia Bandung, Indonesia Cianjur, Indonesia
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JlaHHOE HCCIeOBaHUE HMMEET LENBbI0 OINPENCINTh BIHMSHUE IEPEMEHHBIX TEMIIOB pOCTa
NpOAaX, CTPYKTYphl aKTHBOB, pa3Mepa KOMIIAHUU U CTaOMJIBHOCTU JICHEKHBIX MOTOKOB Ha LIEHBI
aKUMi B KOMIAHMSIX IMPOU3BOJICTBEHHOTO CEKTOpa, KOTHpyemblx Ha Muponesuiickoi (oHmoBOM
oupxxe B mepuox 2014-2018 romos. IlepemenHass mpupocta cObITa H3MepseTCs C IMOMOIUIbIO
MPOJIaXK, IEpPEMEHHas CTPYKTYpbl AKTUBOB M3MEpSAETCA C ITOMOINBI) COBOKYIIHBIX aKTHBOB,
NepeMEeHHas pa3Mepa KOMIAHUHM U3MEPSAETCsl HaTypalbHbIM JIOTapu()MOM COBOKYIHBIX aKTHBOB, a
CTaOUJIBHOCTh JIEHEXKHBIX IIOTOKOB H3MEpSieTCsl € IOMOIIBI0 YHCTOM mnpubbui. B 3TOM
UCCJIETIOBAaHUM HCIOJIb3YIOTCS BTOPUYHbBIE JaHHbIE B (opme (UHAHCOBBIX OTYETOB M JPYroi
CONyTCTBYIOLIEH uHpopMauuu 1o (UHAHCOBOM oOTpaciau, KoTupyemMod Ha HHI0HE3MHCKOI
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dbonmoBoit Ooupke 3a nepuon 2014-2018 romos. Bribop 3TOro mcciemoBaHus ObUT CBsI3aH € 75
KOMITAaHUSIMU B TIPOM3BOJICTBEHHOM CEKTOpPE, C BBIOOpKOW M3 42 KOMIIaHHA, METOJIOM IIEJIEBOTO
otOopa. MeTo10M aHaIM3a TaHHBIX SBIISCTCS NMaHEIbHBIM PETPECCHOHHBIA aHAIN3 JaHHBIX (00N
a¢dekr) co 3HaunTenbHbIM ypoBHeM 0,05. Ha ocHOBE pe3ynbTaToB MPOBEICHHOTO MCCIICIOBAHUS
MMOKa3aHO, YTO YAaCTHMYHO IEepPEeMEHHAas pPOCT MPOJa)x HE BIWAECT Ha IICHBI aKIUW, MepeMEHHas
CTPYKTYphI aKTHBOB HE BJIMSICT HA LIEHBI aKIUH, IepeMeHHas pa3mepa (GUpMbI UMEET 3HAYUTEIILHOE
BIIMSIHME HA IICHBI aKIMH M TEpEeMEHHas CTAOMJIBHOCTH JEHEKHOTO TMOTOKA HE BIUSET Ha IEHBI
aAKIUH.

KiroueBble c¢jioBa: pocT NMpoJiaXx, CTPYKTypa aKTUBOB, pa3Mep KOMITAaHHH, CTaOMIHHOCTH
JICHC)KHBIX IIOTOKOB, IICHA aKIIHUI.
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Abstract. This research aimed to analyze the nexus of transformational leadership (TL),
compensation (CM), and knowledge management (KM) on employee performance (EP) through
work motivation (WM) on engineering consulting companies in Capital Region of Jakarta. This was
a causality research which used survey approach. The analysis unit of this research was some
engineering companies represented by the experts of construction planners. They had high
qualification and they were the members of National Association of Indonesian Consultant
(Inkindo) in Capital Region of Jakarta, Indonesia. The target sample of this research was consulting
company organizations represented by permanent experts or skilled manpower who worked in
construction planning services. The data collection of this research was primary and secondary by
using structural equation modeling with partial least squares method. The total respondent of this
research was 106 who were the employees from selected engineering consulting companies in
Capital Region of Jakarta. TL had a significant effect towards EP through work motivation. CM had
a significant effect towards EP through WM. Lastly KM had a significant effect towards EP through
WM. The importance of this research was taken from its context which was conducted in Capital
Region of Jakarta, Indonesia. Moreover, this was one of initial efforts to indicate EP by considering
TL, CM, and KM and to observe the use of EP for engineering consulting companies in Indonesia.
The findings of this research could serve several inputs for organizations in developing the practices
between WM dimension and KM expansion among consulting engineering companies in Capital
Regional of Jakarta, Indonesia.

Keywords: transformational leadership, compensation, knowledge management, employee
performance, work motivation.
JEL Classification: D23, J30.
INTRODUCTION
Human resources are essential assets in organizations and companies. The success of

company management is absolutely affected by the quality of human resources in an organization or
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a company (Hamid et al., 2017; Zhang, 2016). The ability of employees in encountering
organizational needs can affect the achievement of an organization’s goals. Employee performance
is undeniably proportional for the organization’s success in every activity (Siddiqui, 2014; Suharto,
Suyanto, and Hendri, 2019). Performance is the result of work achieved by employees based on job
requirements (Anyakoha, 2019; Stoilkovska and Serafimovic, 2017; Suthar, Chakravarthi, and
Pradhan, 2014). Employees’ performance are considered as a result of work that has been achieved
by employee from their work behavior in performing work activities (Pradhan and Jena, 2017).
Companies must enhance employees’ performance in various ways that can be accomplished, such
as improving leadership in a team or in an organization, providing appropriate compensation for
employees’ hard work, and managing knowledge among employees (Suryadharma et al., 2016;
Zaini and Agustian, 2019). Furthermore, work motivation represents result of the company’s efforts
to enhance employees’ performance (Beltran-Martin and Bou-Llusar, 2018; Garg, 2017; Van
Iddekinge et al., 2018). Motivation is considered as a driving factor to enhance employees
performance due to their job satisfaction obtained from the moment when employees are satisfied
with the leadership of organization, compensation, and knowledge management (Ganta, 2014;
Shahzadi et al., 2014).

The leadership has been considered as the important ability to encourage and motivate
employees for committing and achieving the goal (Tyssen, Wald, and Heidenreich, 2014).
Leadership can determine employee’s success. Hence, enhancing employee performance is
inseparable from the role of the leaders (Cho et al., 2020; Kesari and Verma, 2018; Sandvik et al.,
2019). Leadership is a personal ability of influencing employees to achieve company goals (Jyoti
and Bhau, 2015; Zohar and Polachek, 2017) since fair leaders can transport mental support and
respect which will enhance employees’ performance. Thus, work motivation of employees will
increase their performance as they feel comfortable with the presence of leaders who are expected
to be fair and supportive. Work motivation encourages the employees to be productive and to have
a better performance (Priyanto, 2016; Widodo, 2017).

Compensation is defined as paid-award in the form of money and goods for employees’ hard
work in providing services to the organization (Madhani, 2014; Pepper and Gore, 2015; Shin,
2016). In other words, compensation can also be interpreted as a bonus given by the organization.
The bonus aims to increase employees’ motivation at work (Andersen et al., 2012; Fatima, 2017,
Morrell and Abston, 2018). Employees will feel valued when their best efforts for the organization
are appropriately compensated. This will consequently have an effect on employees’ motivation to
continue their best performance. Expecting to accumulate more compensation based on their work.
This can enhance employees’ performance since there is a motivational boost from obtaining
compensation (Priyanto, 2016; Widodo, 2017).

During an intense competition in the industry, the paradigm needs to be changed from
resource-based competitiveness to knowledge-based competitiveness (Novianti, 2019). Knowledge-
based competitiveness emphasizes knowledge and technology, as well as the development of the
company’s human resources (Lendzion, 2015; Perez and Pablos, 2003). To facilitate the
development of human resources, the ability to manage and develop knowledge of the organization
is required (Castro et al., 2020; Llorens and Battaglio, 2010; Meerwarth, Trotter and Briody, 2008).
Knowledge management is defined as an organization’s effort to identify, develop, and distribute
knowledge for elevating an organization’s competitive excellence by recognizing, learning, and
reusing it (Nonaka, 1994; Nonaka, Toyama and Konno, 2000). This effort provides an opportunity
for employees to develop their knowledge about the organization which is expected to grow work
motivation and improve their performance in an organization continuously (Muthuveloo,
Shanmugam, and Teoh, 2017; Samsiah, 2018).

Strong motivation in doing work can create organizational success and maximize the work.
Work motivation itself has an essential role in terms of enthusiasm growth, passion, and pleasure to
work optimally. Motivation is a factor encouraging the other people to perform tasks based on their
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roles in an organization. Motivation also supports the process of determining the intensity,
direction, and perseverance of individuals in achieving goals (Bronkhorst, Steijn and Vermeeren,
2015; U. T. Jensen and Bro, 2018). The concept of motivation often emphasizes stimulation that
arises from an individual (intrinsic motivation) (Auger and Woodman, 2016; Tabernero and
Hernandez, 2011) and outside factors (extrinsic motivation) (King et al., 2013; Reiss, 2012). The
employees who have strong work motivation will have much energy to perform activities. In other
words, It enhances employees’ performance (Hidayat and Heryanto, 2019; Kwapong, Opoku, and
Donyina, 2015; Zainuri and Mundakir, 2018)

The problem occurring recently is an achieve performance in project execution which is
accomplished by engineering companies. It is under optimal. The final work is still far beyond
customer expectations due to delays of project completion. Company delays in work completion
shall be subjected to sanctions and fines per Section 1.10 of Special Task Force for Upstream Oil
and Gas Management on July 26th, 2017. Besides the technical aspects that affect these delays
should be observed from project performance indicating an under optimal employee performance.

The companies practically give appreciation for employees in the form of bonuses in case the
project is accomplished on time. The lack of senior employees engineering field, companies require
to start the transformation by implementing knowledge management to enhance employees’
performance and delivering knowledge to other employees. Management has to ensure that every
employee has a secure attachment with the company. Each employee can develop their skill and
strive to manage an individual knowledge into organizational knowledge. It will continuously
enhance their ability to provide additional values for company and customer.

Research factors that affect employees’ performance were aspects consideration of work
motivation as mediating variables. The aspects of work motivation are assumed to intervene with
the effects of leadership, compensation, and knowledge management on performance. The aspects
of work motivation are intended to disclose the effects of leadership, compensation, and knowledge
management on employees’ performance.

LITERATURE REVIEW
The Effects of Transformational Leadership (TL) towards Employee Performance (EP)

Transformational leadership is an individual activity to drive the other people by leading,
guiding, and influencing other people. So, they do something to achieve the expected results
(Groves, 2014; Kwan, 2020). That is in accordance with the process of making other people to
understand and agree with what needs to be done and how the task is performed effectively as well
as a process of facilitating individual and collective efforts to achieve shared goals (Bronkhorst et
al., 2015).

Transformational leadership has direct positive effects on employee performance. This
hypothesis has been confirmed by previous research (Caillier, 2014; Chammas and Hernandez,
2019).

H1: TL has positive effects towards EP.

Effects of Compensation (CM) towards Employee Performance (EP)

Compensation such as money, direct or indirect goods received by employees are the other
form of company services which are returned (Madhani, 2014). The employee compensations are

payment or reward given by company due to their performance (Khalid and Nawab, 2018; Yan and
Sloan, 2016).
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Compensation has direct positive effects towards employees’ performance. This hypothesis
has been confirmed by Do (2018), Khudhair, Rahman, and Adnan (2020), and Weldon (2012).

H2: CM has positive effects towards EP.
Effects of Knowledge Management (KM) towards Employee Performance (EP)

There are various perspectives in understanding knowledge management provided by
different researchers. Knowledge management is organization ways to identify and enhance the
knowledge for improving excellence (Nonaka and Toyama, 2003; Nonaka et al., 2000). Knowledge
management is inseparable from management function or process. Knowledge management is
systematic steps to manage the knowledge in increasing value and supremacy of organization
(Chawinga and Chipeta, 2017; Sharma and Mishra, 2007).

Knowledge management has direct positive effects towards employees’ performance. This
hypothesis has been confirmed by previous research (Andria and Trisyulianti, 2016; Muthuveloo et
al., 2017; Praharsi, 2016; Sukarta and Lestari, 2019).

H3: KM has positive effects towards EP.
Effects of Work Motivation (WM) towards Employee Performance (EP)

Motivation is a factor encouraging the other people to perform basic tasks from the roles of
organization. Motivation also supports the process of determining the intensity, direction, and
perseverance of individuals to achieve goals (Auger and Woodman, 2016; Ganta, 2014).

The concept of motivation from various sources emphasizing stimulation of (intrinsic
motivation) and outside factors (extrinsic motivation) (Auger and Woodman, 2016; King et al.,
2013; Reiss, 2012).

Motivation has direct positive effects towards employees’ performance. This hypothesis has
been confirmed by previous research (Juniari, Riana, and Subudi, 2015; Kwapong et al., 2015;
Zainuri and Mundakir, 2018).

H4: WM has positive effects towards EP.

Effects of Transformational Leadership (TL), Compensation (CM), and Knowledge
Management (KM) towards Work Motivation (WM)

Strategies in increasing employee motivation are part of human resources development and
the affecting factors can be analyzed. Previous researches in accordance with employees’ work
motivation have been conducted for years.

TL has positive effects towards work motivation. This hypothesis has been confirmed by
Bronkhorst et al. (2015) and Jensen and Bro (2018). Compensation has a positive effect towards
work motivation. This hypothesis has been confirmed by Priyanto (2016) and Widodo (2017).
Knowledge management has a positive effect towards work motivation. This hypothesis has been
confirmed by Ganjinia, Salimi, and Ghasabsaraei (2014) and Usman and Musa (2012).

H5: TL has positive effects towards WM.
H6: CM has positive effects towards WM.
H7: KM has positive effects towards WM.
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Effects of Transformational Leadership (TL), Compensation (CM), and Knowledge
Management (KM) towards Employee Performance (EP) through Work Motivation (WM)

Strategies in increasing employee performance are part of HR development when employee
performance can be analyzed from those factors. Previous researches in accordance with the
development of employees’ performance have been conducted for years.

TL has a positive effect towards EP through WM. This hypothesis has been confirmed by
previous research (Arman, Wardi, and Evanita, 2020; Priyanto, 2016; Widodo, 2017).

CM has a positive effect towards EM through WM. This hypothesis has been confirmed by
previous research (Priyanto, 2016; Widodo, 2017).

The researches related to the effects of knowledge management on employee performance
through work motivation have not existed yet in which the subject is interesting to discuss.

H8: TL is positively related to EP through WM.
H9: CM is positively related to EP through WM.
H10: KM is positively related to EP through WM.

Hs
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v |
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Figure 1. Research Framework
Source: Own compilation.
PAPER OBJECTIVE

This research aims to analyze transformational leadership, compensation, and knowledge
management in affecting employees’ performance through work motivation as mediating variables.

METHODOLOGY

Sample and Procedure
This was an associative research with the causal correlation and it aimed to indicate
correlation between a variable and the other related variables.
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This research used quantitative method that produced structured data. Hence, the researcher
could perform the process of quantifying data by changing the original data into objective data
(Boeren, 2018; Daniel, 2016).

In order to validate the hypothesized model which was shown on Figure 1, the research object
was members of construction planners of consulting companies. They were known as National
Association of Indonesian Consultant (Inkindo) with high qualification. This research was
conducted on January to April, 2020 in Jakarta.

The analysis units of this research were engineering companies represented by the experts of
consulting engineering of construction planners. The sample of this research was taken from
consulting company organizations.

The types of data used in this were primary and secondary. Primary data of this research was
obtained by from questionnaire distribution to 106 respondents out of 150 company representatives
who participated in this research. Research measurement used Likert scale. Secondary data in this
research was obtained from project performance reports, employee management, and data of
employees’ attendance. In this research, the method of processing and analyzing the data was SEM
based on component or variance with partial least squares (PLS) using SmartPLS 3.2.8.

The sample used in this research could reach the minimum model of 100 samples Hair, Ringle
and Sarstedt (2011) and Hair et al. (2014) for structural equation modeling (SEM) analysis.

Data Collection Measurement

The data used in this research included data on TL, CM, KM, WM, and EP collected from
questionnaires design which used Likert scale. In this scale, the submission statement included five
alternative answers. These statements were TL, CM, KM, WM, and EP and they used Likert scale.
The details were as follows SD (Strongly Disagree) = 1, D (Disagree) = 2, N (Neutral) = 3, A
(Agree) = 4, and SA (Strongly Agree) = 5.

Seven items of TL scale based on Carless, Wearing, and Mann (2000). Ten items of CM scale
based on Rahman and Singh (2019). Twenty-two items of KM scale based on Darroch (2003), Lee
and Wong (2015), and Wang et al. (2008). Nine items of WM scale based on Weinstein and Ryan
(2010). Five items of EP based on Williams and Anderson (1991).

RESULT AND DISCUSSION

Measurement Model

Evaluation of measurement model (outer model) was performed to determine the validity and
reliability which related to the indicator of latent variable. There were three criteria of data analysis
techniques which used SmartPLS 3.2.8 to evaluate outer model such as convergent validity,
discriminant validity, composite reliability, and average variance extracted (AVE) (Cepeda-Carrion
et al., 2019; Hair et al., 2019).

Convergent validity of measurement model with reflective indicators was evaluated by using
correlation between item and component scores of PLS software. Personal measurement was in a
high level, if the correlation was above 0.70 with constructive measurement (Hair et al., 2014).

In this research, a number of limiting factors of 0.70 were used. There was still an outer
loading value under. Because it had low convergent validity value, the statement items under
needed to delete. Four indicators on TL needed to delete; they were TL2, TL4, TL5, and TL15. In
the CM construct, three indicators needed to delete; they were, CM2, CM9, and CM10. In the KM
construct, 14 indicators needed to delete; they were, KM1, KM2, KM3, KM4, KM5, KM6, MP9,
KM11, KM13, KM15, KM16, KM17, KM19, and KM22. In the WM construct, four indicators
needed to delete; they were WM4, WM5, WM7, and WM10. In the EP construct, there were four
indicators that needed to delete; they were EP5, EP6, EP8, and EP11. The results of data processing
on loading values under which were deleted are shown in Figure 2.
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Figure 2. Results of the Structural Equation Modeling
Source: Own compilation.

Discriminant Validity Analysis
After ensuring all indicators which were from the latent variables, there were constructs of the

latent variables. The next step was to test the discriminant validity. Discriminant validity also
needed to finish. Thus, the scale did not have to comprise two same constructs.

To indicate the correlation of constructs, it must be under 0.90. If the correlation between
constructs was 0.90 or more and multicollinearity between constructs which occurred (Hair et al.,
2014). The results of discriminant validity testing were shown in Table 1.
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As shown in Table 1, there was no multicollinearity between variables because each construct
measured the different subject. This was an evident from the correlation value among constructs

that were less than 0.90.

Table 1.
Discriminant Validity
TL EP CM KM WM

TL 0.802

EP 0.745 0.814

CM 0.724 0.755 0.772

KM 0.298 0.481 0.287 0.773
WM 0.771 0.779 0.744 0.496 0.783

Source: Own compilation.

Reliability Evaluation and AVE

The validity and reliability criteria could also be observed from the reliability value of a
construct and the AVE value of each construct. It can be said that the constructs have high
reliability, if the reliability value was 0.70 and AVE value was above 0.50 (Hair et al., 2014). The
CR indices of each scale were all higher than the level of 0.70 recommended by Fornell and Larcker
(1981). Table 2 presents Cronbach’s alpha, composite reliability (CR), and AVE values for all

variables.
Table 2.
Internal Consistency and Reliability
Constructs/Indicators Factor loading Cronbach’s alpha CR AVE
1 2 3 4 5
TL1 0.762
TL10 0.779
TL11 0.707
TL12 0.731
TL13 0.733
TL14 0.723 0.919 0.932 0.554
TL3 0.712
TL6 0.773
TL7 0.765
TLS 0.728
TL9 0.773
cMm1 0.735
CM3 0.740
CM4 0.723
CM5 0.789 0.874 0.903 0.570
CM6 0.769
CM7 0.754
CM8 0.772
KM10 0.796
KM12 0.804
KM14 0.73
KM18 0.823
KM20 0.750
KM21 0.812 0.933 0.942 0.597
KM23 0.773
KM24 0.771
KM25 0.769
KM?7 0.728
KM8 0.740

Table continuation is on the next page
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Table continuation

1 2 3 4 5
WM1 0.764
WM11 0.794
WM12 0.764
WM?2 0.811
WM3 0.762 0.902 0.921 0.595
WM6 0.745
WMS8 0.795
WM9 0.730
EP1 0.774
EP10 0.785
EP12 0.761
EP2 0.742
EP3 0.764 0.907 0.925 0.607
EP4 0.831
EP7 0.789
EP9 0.785

Source: Own compilation.

As shown in Table 2, TL, CM, KM, WM, and EP had composite reliability above 0.80 and a
Cronbach’s alpha value above 0.70. Hence, it can be concluded that the indicators used in every
variable have good reliability or able to measure its construct (Hair et al., 2014). However,
Cronbach’s alpha value generated by PLS is slightly underestimated. Therefore, it is recommended
to use the composite reliability value (Peterson and Kim, 2013). Likewise, with AVE value, TL,
CM, KM, WM, and EP have an AVE value above 0.50. Therefore, it can be said that each variable
has high discriminant validity.

Structural Model

Inner model or structural model testing is conducted to observe the correlation between the
constructs, significance value, and R? of the research model (Hair et al., 2019). The dependent
construct of t-test of structural model was evaluated by using R? as well as the significance of
structural path parameters coefficient. The assessment of a model with PLS started by looking at the
R? for each latent dependent variable. Table 3 shows the results of R? estimation using SmartPLS.

Table 3
R-square results
Variable R? R? adjusted
EP 0.868 0.863
WM 0.742 0.734

Source: Own compilation.

Table 3 shows the R? value for EP obtained at 0.868 and for WM obtained at 0.742. These
results indicated that 86.8% of EP could be affected by TL, CM, KM, and WM; the rest were
influenced by other variables that were not included in the research. However, 74.2% of WM was
influenced by TL, CM, and KM; the rest was influenced by other variables that are not found in the
research.

Furthermore, the total value of R? (see Table 2) was used for predictive relevance (Q2). The
predictive relevance (Q?) and the effect Q? or effect of exogenous constructs were measured by
blindfolding approach on endogenous constructs (Henseler, Ringle, and Sinkovics, 2009). As
shown in Table 2, the value of Q in this research could be measured by the following calculation:
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Q?’=1-(1-R1% (1-R2)

Q*=1-(1-0.868) (1-0.742)

Q?=1-(0.132) (0.258)

Q?=0.965944

The predictive value of relevance (Q?) for the structural model in this research was 0.9659 or
96.59%. It meant that the model was able to explain the phenomenon of performance associated
with several variables, such as; TL, CM, KM, and WM. Therefore, it can be said that the model had
an impressive predictive value. In conclusion, the model could be used for hypothesis testing.

Hypothesis Testing

Based on the hypothesis testing path diagram in Figure 3, all indicators on each variable had a
higher statistical value than 1.66 (T-statistic). To test the correlation between variables (hypothesis
testing), the statistical value of the SmartPLS output was compared to the value of the table. Table 4
provides the results of the correlation between constructs (variables).

Table 4
Direct effect
Relationship Beta T-statistic P-value Comments
TL > EP 0.183 2.030 0.021 Support
TL - WM 0.464 5.063 0.000 Support
CM > EP 0.161 2.323 0.010 Support
CM > WM 0.333 4.048 0.000 Support
KM - EP 0.076 1.254 0.105 Not Support
KM => WM 0.262 3.967 0.000 Support
WM - EP 0.613 5.638 0.000 Support
TL>WM=>EP 0.285 3.469 0.000 Support
CM->WM->EP 0.205 3911 0.000 Support
KM= WM=>EP 0.161 2.753 0.003 Support

Source: Own compilation.

In Figure 3, the analysis of path coefficients and level of significance shows that all direct
paths were significant except the one between KM and EP. Besides, the result discovered that KM
had no significant effect towards EP (B = 0.076, p = 0.105). Table 3 showed that all paths were
significant on indirect effect. We made bootstrap contest with 5.000 sub-samples to estimate the t-
values and to assess the level of significance for specific indirect effect as shown in Table 5.

Table 5
Specific Indirect Effect

Relationship Beta T-statistic P-value Comments
TL>WM > EP 0.285 3.469 0.000 Support
CM>WM=>EP 0205 3911 0.000 Support
KM > WM > EP 0.161 2.753 0.003 Support

Source: Own compilation.
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Figure 3. Hypothesis Testing Path

Source: Own compilation.

Based on the path parameter coefficients obtained in Table 4 and Table 5 and the explanation
above, the formed research equation model can be explained in Figure 4.
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Figure 4. Research Model
Source: Own compilation.

In the research model, the effect of KM towards EP had a smaller coefficient than the subjects
of TL and CM. It meant that TL and CM had higher effects towards EP than on KM.

Mediation Effect Test

Influence analysis was implemented to analyze the strength of influence between variables,
both direct and indirect, and the total effects. The immediate effect was nothing but the coefficients
of all coefficient lines with one ended an arrow. This research model illustrated that TL, CM, KM,
and WM had a direct effect towards EP.

Indirect effects were the effects that arose through an intermediate variable. In this research
model, WM provided an indirect effect towards EP. Table 5 shows the indirect effects in this
research. As shown in Table 5, the results of the indirect effect of TL towards EP through WM with
p-values of 0.000 < 0.05 were significant. The results of indirect effects of CM towards EP through
WM with p-values of 0.000 < 0.05 were significant. The results of indirect effect of KM towards
EP through WM with p-values of 0.003 < 0.05 were significant.

Discussion

The results of hypothesis testing on effect direction of TL towards EP are significant. It is
supported by the previous research (Jensen, Poto¢nik, and Chaudhry, 2020; Ng, 2017) which shows
that TL has affected EP. The implication of this research is that TL can affect individual
performance. Supervisors can affect employees to struggle more or to strive in achieving
organizational goals. Supervisors who are -task and relationship- oriented persons, are consistent,
responsible, and concern to the employees in their jobs. This situation shows that good leadership
can enhance employees’ performance.

The results of hypothesis testing on the effect direction of CM towards EP are significant. It is
supported by previous researches (Sukarta and Lestari, 2019; Weldon, 2012) which stated that
compensation affects employees’ performance. This research implies that compensation can affect
individual performance. Compensation for employees are usually given monthly in the form of
financial and non-financial compensation (Malinda, Dewi, and Gamayuni, 2019). The situation
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shows that the amount of payment provided can affect employees’ performance. A sound
compensation system will have double effects in the company, which are, the result of operational
costs and the effect of work behavior (Do, 2018; Khudhair et al., 2020; Madhani, 2014; Weldon,
2012).

The results of hypothesis testing on the effect direction of KM towards EP are not significant.
It is not consistent with the previous research (Andria and Trisyulianti, 2016; Muthuveloo et al.,
2017; Praharsi, 2016; Sukarta and Lestari, 2019). Thus, this result is consistent with the research
conducted by Afgarina and Dihan (2019), which stated that negative influence on employees’
performance come from knowledge management. By conducting this research, the correlation
between knowledge management and employees’ performance hypothesis are clear. In this case,
organization has to find more methods to increase employees’ performance.

The results of hypothesis testing on the effect direction of WM towards EP are not significant.
It is consistent with the previous research (Juniari et al., 2015; Kwapong et al., 2015; Zainuri and
Mundakir, 2018), which stated that work motivation has a significant effect on employees’
performance. Motivation is the supporting factor in performing an activity and has a significant
effect on employees’ performance. Employees’ performance is a comparison between the input and
output or the ratio of results obtained from resources (employees) since employees are the essential
factors of production. To optimize the employees’ work, supervisors, it needs to motivate their
employees. Motivating employees can be conducted in several ways; for example, the existence of
positive motivation such as providing gifts, bonuses, awards, and job promotions. By contrast,
allocating negative motivation can be conducted by providing warnings or penalties for employees
who commit mistakes. Employees’ performance is also a factor that determines the whole
company’s performance.

The results of hypothesis testing on the effect direction of TL towards WM are significant.
They are consistent with the researches by Priyanto (2016) and Widodo (2017), stated that
leadership affects work motivation. The leadership factor plays an essential role since the leaders
are the individuals to move and direct the organization in achieving goals. At the same time, this is
not an easy task as they have to understand each employee’s different behavior. Employees can be
affected in the same way as they can be motivated to work effectively and efficiently. To enable
employees for increasing the volume and quality of their work, it is the responsibility of the leaders
of organization to motivate them.

The results of hypothesis testing on the effect direction of CM on WM are significant. They
are consistent with the previous researches (Andersen et al., 2012; Forest, 2008; Morrell and
Abston, 2018; Priyanto, 2016; Widodo, 2017). Compensation is the primary source of income for
employees to support themselves and their families. An adequate compensation is the most
powerful motivational instrument for companies to encourage employees to work properly
(Andersen et al., 2012; Morrell and Abston, 2018). Inadequate compensation will make them less
interested in working hard and allowed them to work uneasily. Organizations need to re-confirm
whether the compensation which they have given to employees is appropriate. It is essential to be
noted as it affects the motivation of work, in accordance with the results of this research.

The results of hypothesis testing on the effect direction of KM towards WM are significant.
They are consistent with the previous researches (Ganjinia et al., 2014; Usman and Musa, 2012).
The information technology application in managing knowledge at the company will ease the
employees to learn independently. The knowledge management portal can be accessed by all
employees from the private office. The company’s leaders strive to facilitate employees’ curiosity
regarding learning from previous projects. During project execution, employees are required to fill
in digital forms in the portal as a knowledge from other disciplines, in accordance with Bandera et
al. (2017), Nonaka (2009), and Nonaka et al. (2000), where knowledge acquisition and knowledge
creation can be performed by individuals working in organizations. It relates to the company’s


https://doi.org/10.26661/2522-1566/2021-1/15-03
https://doi.org/10.26661/2522-1566/2021-1/15-03

MANAGEMENT AND ENTREPRENEURSHIP: TRENDS OF DEVELOPMENT
ISSUE 1 (15), 2021

commitment in building intellectual capital and creating an environment for collaborative
knowledge sharing as well.

The results of hypothesis testing on the effect direction TL towards EP through WM are
significant. They are consistent with the researches by Priyanto (2016) and Widodo (2017), which
stated that motivation mediates the effects of leadership on employees’ performance. The results of
hypothesis testing find the evidence that work motivation significantly mediates the effects of
leadership on employees’ performance. Based on the results of hypothesis testing, the coefficient
value of leadership indirect effect on employees’ performance was higher than the coefficient value
of leadership direct control on employees’ performance. The direct effect of leadership on
performance is 0.183, whereas the indirect effect through motivation is 0.285. It is illustrated that in
TL and EP, achievement that is prioritized more than mediated by WM. Hypothesis testing results
also indicates that leadership has an indirect effect on employees’ performance through work
motivation. Work motivation becomes a mediating variable between leadership and achievement. It
is explained that the right direction is able to affect employees in performing their duties voluntarily
and to accept their effects by their expectations. Moreover, a high motivation will make employees
more focused and attentive to struggle in achieving consistent work results and satisfied the
company’s expectations (Groening and Binnewies, 2019; Kiuru et al., 2020), to develop the better
employees’ performance (Eide, Saether, and Aspelund, 2020). Another good effect is that project
completion performance shall be accomplished on time.

The results of hypothesis testing on the effect direction of CM towards EP through WM are
significant. They are consistent with the previous researches (Priyanto, 2016; Widodo, 2017). The
results of hypothesis testing find evidence that work motivation significantly mediates the effect of
compensation on employees’ performance. Based on the results of hypothesis testing, the
coefficient value of compensation indirect effect on employees’ performance is higher than the
compensation direct effect on employees’ performance. The direct effect of compensation on
performance is 0.161, whereas the indirect effect through motivation is 0.205. It is illustrated that in
compensation and employees’ performance, achievement that is prioritized more than mediated by
work motivation. Hypothesis testing results illustrated that compensation is a subject that must be
considered by the company as an effort to increase work motivation. Employees who are motivated
by the amount of salary and benefits will work earnestly and energetically (Andersen et al., 2012;
Fatima, 2017; Weldon, 2012), eager to do the tasks given by the company. The provision of salaries
and benefits that are considered as appropriate will affect the company’s performance. However, it
is the fact that employees have to comprehend the conditions of compensation level conducted by
the company. It has been two years that the company has not evaluated the compensation internally.
This condition makes the employees aware of company’s ability to provide compensation in the
form of wage or salary.

The results of hypothesis testing on the effect direction of KM towards EP through WM are
significant. The results of hypothesis testing find evidence that work motivation significantly
mediates the effect of knowledge management on employees’ performance. Based on the results of
hypothesis testing, the coefficient value of knowledge management indirect effect on employees’
performance is higher than the knowledge management from the direct effect on employee
performance. The compensation direct effect on performance is 0.076, whereas the indirect effect
through motivation is 0.161. It is illustrated that in knowledge management and employee
performance, achievement that is prioritized more than mediated by work motivation.

Organizations and companies that focus on knowledge management enable the employees to
be more productive and encouraged to grow and share their knowledge (knowledge sharing) (Bures
and Stropkova, 2014; Shujahat et al., 2019; Torabi and El-Den, 2017). Knowledge sharing is the
process of disseminating and exchanging information, ideas, experiences, and knowledge through
communication and social interaction performed by individuals and other individuals, individuals
and groups, and between the inside groups and outside companies to acquire new knowledge
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(Bandera et al., 2017; Farnese et al., 2019; Nonaka et al., 2014). Increasing knowledge can produce
innovations which will improve the employees’ performance (Audretsch and Belitski, 2020;
Ballestar et al., 2020).

The application of knowledge management is not optimized at this moment, but in some pilot
projects, it has been implemented quite well. The desire of employees in archiving all findings and
suggestions in the knowledge management portal makes the customers familiar with the company.
It is proven from the function of knowledge management portal to help the employees identifying
similar problems that may occur in the next project. Moreover, it can increase the speed and
performance of project completion.

CONCLUSION

This research analyzes the effects of direct and indirect TL, CM, and KM through WM
towards EP. Statistics shows that leadership and compensation affect employees’ performance
directly and indirectly through work motivation. Thus, knowledge management only has an indirect
effect on employees’ performance.

It can be said that work motivation has its own role in encouraging the company’s efforts. It is
specifically to encourage employees’ performance by enhancing leadership, compensation, and
knowledge management, in terms of quality resources improvement. Leadership with clear and
correct directions and goals can easily affect employees to perform their duties voluntarily and
accepted the leaders’ effects with their expectations. These can increase the employees’ motivation.
Furthermore, compensation motivates employees to perform the tasks assigned by the leaders
appropriately. Knowledge management can develop the desire of knowledge sharing. Also, it can
encourage employees’ work motivation.

In conclusion, these variables encourages employees’ work motivation in increasing
employees’ capacity, productivity, and performance.

The efforts which improve performance are mainly determined by leadership. Therefore,
management at engineering consulting companies should further enhance the leadership role. It can
be achieved by explaining the company’s objectives and trusting the ability of their employees.

Knowledge needs to be managed properly, including employees, information technology, and
collaboration. Work motivation should be enhanced by providing different methods in order to
make the employees’ better performance.
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3B'I30K TPAHC®OPMAIIMHOI'O JIJIEPCTBA, KOMIIEHCAIIIl TA YIIPABJIHHSA
SHAHHAMH HIOJ0 ECEKTUBHOCTI POBOTH CIIIBPOBITHHKIB:
INOCEPEJHULBKA POJIb MOTUBALII ITPAIII

Bimmo Dwi Baskoro Bernard Tirto Widjaja Sudarmadiji
Sekolah Tinggi Manajemen Sekolah Tinggi Manajemen Sekolah Tinggi Manajemen
Labora Labora Labora
Jakarta, Indonesia Jakarta, Indonesia Jakarta, Indonesia

Jlane OOCHi/DKEHHS Mallo Ha METi MpoaHami3yBaTH B3a€MO3B'SI30K TpaHChOpMaIliiHOTO
nigepctBa (TL), komnencanii (CM) Ta ynpasninas 3HaHHAMU (KM) mono edextuBHOCTI podoTH
cniBpoOiTHUKIB (EP) uepe3 MmoTtuauito po6otu (WM) B iH)K€HEpHUX KOHCAITHHIOBUX KOMIAHIsAX B
ctomuyHoMy  perioHl JDkakaptu. JlaHe JOCHITKEHHS MPUYMHHO-HACTIAKOBUX 3B S3KIB
BUKOPUCTOBYBAJIO MiaXii omuTyBaHHA. OO’€KTOM aHajii3y I[bOTO JOCHIKEHHS Oynmu aesKi
1H)KEHEepH1 KOMIIaHii, MpEeJICTaBJIeHI €KCIepTaMHU NpPOEKTYBaJbHUKIB OyniBHUITBA. BoHu Mmanu
BUCOKY KBaiidikamito i Oynu uneHamu HarioHanbHOT acorianii iHIOHE31MCbKMX KOHCYJIBTaHTIB
(Inxiam0) B cromumuHomMy perioni [xakaptu, [Hmonesis. Li1b0BO0 BUOIPKOIO 1IBOTO JOCIIIKEHHS
Oynu opraizaiii KOHCAITHHIOBUX KOMIIaHIN, TpeACTaBleHl IMOCTIMHUMHU eKcrepTaMu abo
KBaJIi(piKOBaHOIO POOOYOI0 CHIIOKO, SIKI MPAIIOBAIU B CiIyk0ax IJIaHyBaHHA OyaiBHUITBa. 30ip
JaHUX I[bOr0 JOCHIPKEHHS OyB NEpBMHHMM Ta BTOPHMHHHUM 32 JONOMOTOK MOJIENIOBAaHHS
CTPYKTYPHUX PpIBHSHb METOJOM YaCTKOBHX HaWMMEHIIMX KBaapariB. KIiTbKICTh 3arajibHUX
pecrioHieHTiB jnociimkeHHss — 106 oci6, ski OynM mpaliBHUKaMU OOpaHMX I1HKMHIPUHTOBUX
KOHCQJITUHIOBUX KOMMaHi cronnyHoro periony J[xakaptu. TL maB 3HaunHuil BrummB Ha EP uepes
MotuBanito npaimi. CM MmaB 3Haunuii BB Ha EP yepe3 WM. Hapemti, KM maB 3HauHuil BIITUB
Ha EP gepes WM. BaxiuBicTh 1IbOTO JOCTITKEHHS BUXOJUTh 3 KOHTEKCTY HOTO MPOBEICHHS B
cronuyHoMy perioHi [xakaptu, Ingonesis. binbme toro, e Oyina ojHa 3 MepIINX CIpod BKa3aTH
EP, BpaxoBytoun TL, CM ta KM Ta cnocrepiratu 3a BukopuctaHHsiM EP s 1HXKUHIpUHTOBUX
KOHCAJITHHIOBUX KoMmmaHii B IHnoHe3ii. Pe3ynbTaTH 1IBbOro AOCHIKEHHS MOXYTh HOCITYXUTH
JeK1JIbKOM BKJIaJaM JUIsl OpraHizaiiil y po3poOui npaktuk Mixk BuMipom WM Ta posmmpennsm KM
cepesl KOHCAJITHUHIOBUX 1HXHMHIPUHIOBUX KOMITaHil y cronmuuHoMY perioHi J[xakaptu, [Hnonesis.

Kuarouosi cioBa: TpanchopmaiiifHe i1epcTBO, KOMIIEHCAllis, YIpPaBIIHHS 3HAaHHAMU,
NPOAYKTHUBHICTH MPaLliBHUKA, MOTHBALlis TIpaLli.
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CBA3b TPAHC®OPMAIIMOHHOI'O JIMAEPCTBA, BOSHAT'PAKJIEHUSA
N YIIPABJEHUS BSHAHUAMHA C 3OPPEKTUBHOCTBIO COTPY THUKOB:
IHOCPEJHHUYECKASA POJIb TPYJOBOU MOTUBALIU

Bimmo Dwi Baskoro Bernard Tirto Widjaja Sudarmadiji
Sekolah Tinggi Manajemen Sekolah Tinggi Manajemen Sekolah Tinggi Manajemen
Labora Labora Labora
Jakarta, Indonesia Jakarta, Indonesia Jakarta, Indonesia

JlanHoe uccienoBaHue OBLIO HANpaBIEHO HAa aHAIU3 B3aUMOCBS3HM TPaHC()OPMAITMOHHOTO
munepctBa (TL), Bosnarpaxaenus (CM) u ynpasienust 3HanusiMu (KM) ¢ mpon3BOAUTEIBHOCTHIO
corpyauukoB (EP) wuepe3 TtpynoByio wmotuBanuio (WM) B HHXKEHEPHO-KOHCAITHHIOBBIX
KOMITAHUSIX B CTOJIMYHOM peruoHe J[xakapra. 9TO HCCI€IOBaHUE NPUYMHHO-CIEICTBEHHON CBA3U
HCIIOJIB30BAJI0 METOJ onpoca. EnquHnnen anaiys3a JaHHOTO MCCIIEIOBAHMS BBICTYIIHMIINA HECKOJIBKO
WHXWHUPUHTOBBIX KOMIIAHUHM B JIMLE CHELUUAIMCTOB MPOECKTUPOBIIMKOB CTPOUTENILCTBA. Y HHUX
ObLTa BBICOKAs KBATH(UKAIWS, U OHU OBLIM WieHaMHu HarmoHaIpHOW acCOIMaMi WHIOHE3UHCKUX
KoHCynbTaHTOB (MHKMHAO) B cTonuuHoM peruoHe [lxakapra, Unnonesus. LleneBoii BhIOOpKOM
JAHHOTO HCCIICIOBAaHUsI ObUIM OpraHu3alid KOHCAJITUHTOBBIX KOMIIAHUW, TPEICTaBICHHBIC
MOCTOSIHHBIMU JKCIIepTaMH WIH KBATHU(QHUIMPOBAHHBIMU KaJlpamMH, pabOTalOUIMMH B CIyxk0ax
IJIAHUPOBaHUS cTpouTesbeTBa. COOp MaHHBIX ATOTO UCCIIENOBAHUS ObLI MIEPBUYHBIM U BTOPUYHBIM
C HCIOJIb30BAHUEM MOJEIHMPOBAHUS CTPYKTYPHBIX YPAaBHEHUM C METOJAOM YAaCTHBIX HAMMEHBIIMX
KBagpaToB. Bcero pecrnonmeHTamMu 3TOro uccienoBaHus cramu 106 cCOTpyAHHMKOB BBIOpaHHBIX
WHXEHEPHBIX KOHCAJITHHTOBBIX KOMIIAHMM B cTONMYHOM peruoHe Jlxakapra. TL oxa3an
3HauuTeNnbHOE BiusgHUE HAa EP uepe3 motuBanuio padorel. CM oOka3all 3HaUMTENbHOE BIUSHUE Ha
EP uepe3 WM. Hakonen, KM oka3zan 3HaunTensHoe BaugHue Ha EP yepes WM. Baxxnocts 3TOTO
WCCIICIOBAHUSL BBITEKAET M3 KOHTEKCTa €ro MNpOBEACHUA B CTOJIMYHOM peruoHe Jlxkakapra,
WNunonesus. bonee Toro, 3To Oblia 0fHa U3 MEePBbIX NONBITOK 0003HauuTh EP ¢ yuerom TL, CM u
KM u naGmiogate 3a ucnosib3oBaHueM EP i HMH)XEHEpHBIX KOHCAJITHHTOBBIX KOMIIAHUU B
Nunone3nn. Pe3ynbpTaTbl 3TOrO MCCIECAOBAHUSA MOIYT IOCIYXUTb HEKOTOPBIM BKJIAJIOM JUIS
OpraHm3alyii B pa3paboTKy MpakTUK MexIy u3mepeHueM WM u pacmivpeHueM yrpaBiIeHHs
3HAHUSIMU CPEIU KOHCAJITHHIOBBIX WH)KEHEPHBIX KOMIIAHMM B CTOJIMYHOM peruoHe Jlxkakapra,
Nunonesus.

KuroueBble c10Ba: TpancGopMaIlMOHHOE JHAEPCTBO, KOMIICHCAIIUS, YIIPABIEHUE 3HAHUSAMU,
3 PEeKTUBHOCTD COTPYAHUKOB, TPYI0Bas MOTHUBAIIHSL.
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Abstract. The sphere of education is one of the domestic economy development drivers. Its
development is impossible without the formation of a stable and adaptive organizational culture of
educational institutions. To form the corporate culture of a higher education institution, a necessary
step is to diagnose its current state. The purpose of this study is to adapt the modern SERVQUAL
method of assessing the service quality to diagnose the state of higher education institution
corporate culture. Methodology: In the study the student’s expectations and their perception of the
received educational service quality according to the indicators of the adapted SERVQUAL
method. The application of the SERVQUAL method to diagnose the level of higher education
institution corporate culture has revealed existing problems and appropriate areas for improvement.
The research findings show that among the main problems are the lack of free and quality access to
Wi-Fi at the university; provision of bases of practices and insufficient level of cooperation with
potential employers to provide opportunities for further employment after graduation;
understanding of the problems and difficulties faced by students during their studies by the teaching
staff. As measures to help improve the higher education institution corporate culture, it has been
proposed: to hold various competitions between departments, teachers and students; organization of
joint cultural and educational events for students and teachers of the faculty; development of
programs of financial stimulation of scientific and creative activity of students.

Keywords: educational services, corporate culture, higher education institution, service
quality, quality diagnostics.
JEL Classification: M14, L15, 125.

INTRODUCTION
The service sector is one of the key structural elements of the domestic economy. In the
structure of domestic GDP, the share of services is constantly growing: there are new types of

services, as well as organizations that provide them. This leads to increased competition in this area
and makes it necessary to ensure of appropriate quality of services provided to consumers.
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Organizations operating in the service sector are faced with the need to constantly measure the
quality level of services offered.

LITERATURE REVIEW

Methods for assessing the service quality have been studied by leading economists. The
most common tool for assessing the service quality is the model of service quality or the model of
differences in service quality, proposed by W. Zeitaml, A. Parasuraman and L. Berry (1985). This
method is widely used in applied research. Yu. V. Demyanenko uses the model to assess the level
of social capital of enterprises in the service sector; Stadnik VG applies this model to assess the
quality system of the freight forwarding company, .Kostrubska, V.S. Kovalchuk evaluate the
quality of banking services.

The works of R.A Logua (2012) and N.I. lvashkova (2015) are devoted to the improvement
and expansion of analytical capabilities of this model. The practical aspects of using the model are
studied in the works of V.E. Novatorova and V.D. Novitskaya (2012) and others. A.V. Bazilyuk,
1.0. Khomenko (2013) extended the application of the SERVQUAL method to assess the logistics
services quality. O.0. Golovan, O.M. Oliynyk, S.VV. Markova, A.l. Kornienko (2016) determine the
adaptation directions of the customer loyalty assessment mechanism for the supermarket chain
Silpo in the context of ensuring its market position and propose the ways to improve the
SERVQUAL method, which make it possible to apply it not only to assess the bank customers
loyalty, but also to other sectors, in particular for the retail. V.I. Okhota, V.Ya. Brych (2020)
systematize and characterize the main indicators of the tourism industry services quality at the
methodological and empirical levels.

Despite the significant theoretical and methodological development of the service quality
assessment problem, the definition of quality criteria that affect the customer's choice service sector
organizations, customer service quality assessment and competitiveness of companies in this sector
remain insufficiently studied, particularly in the sector of higher education.

The sphere of education is one of the domestic economy development drivers. Its
development is impossible without the formation of a stable and adaptive organizational culture of
educational institutions. In modern conditions, higher education institutions in order to ensure high
competitiveness should create a positive image in the social environment, involving all entities that
have their own interests in the education field.

The problem of forming corporate culture as a necessary condition for the development of
an educational institution and a precondition for ensuring its competitiveness is relevant one for
Ukrainian universities. Peculiarities of the educational institutions organizational culture have been
studied in the works of L. Karamushka (2015), N. Nakonechna (2020), I. Blokhina (2012), T.
Koycheva (2014), Zavats'ka N. Ye., Mitichkina O. O. (2013) and other scientists.

To form the corporate culture of a higher education institution, a necessary step is
diagnostics of its current state. Therefore, there is a need to adapt the SERVQUAL method to assess
the diagnostics of the service quality in the education sector and higher education institution
corporate culture.

PAPER OBJECTIVE

The purpose of this study is to adapt the modern SERVQUAL method of assessing the service
quality to diagnose the state of higher education institution corporate culture.

METHODOLOGY

To substantiate the theoretical positions and reasoning of the conclusions general scientific
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methods are used, including system, abstract-logical approach, as well as methods of formalization,
analysis and synthesis of information, comparative analysis and expert assessments, graphical
visualization of factual information.

RESULT AND DISCUSSION

The concept of higher education institution corporate culture is based on the definition of
corporate culture of the enterprise / organization, taking into account the specifics of the educational
institution, which is the implementation of the educational process aimed at training future
professionals.

The most common definitions of corporate culture are shown in Figure 1.

a set of basic assumptions, values, priorities and norms that determine the work behavior
of employees, provide constructive interaction in the team and contribute to the
successful functioning of the organization in the external environment

a set of values, concepts and beliefs shared by all members of the organization, as well
as behavioral norms and artifacts created by the organization in the process of
overcoming internal and external obstacles to success and prosperity

a set of norms, values, traditions, views, which are often not subject to formulation and a
priori are accepted and shared by all members of the team

a system of guiding beliefs, principles and technologies in the enterprise

a set of the most important assumptions accepted by members of the organization and
expressed in the values declared by the organization which set to people guidelines of
their behavior and actions.

Figure 1. Approaches to the definition of corporate culture,
Source: Modified after Hnezdilova, K. M. (2013).

Summarizing all approaches, we can assume that the corporate culture of a higher education
institution is a set of norms, values and traditions shared by all persons involved in the activities of
this institution, and on the basis of which the relationship between all participants in the educational
process is regulated, in particular, between teachers, faculty and students, faculty and
administration.

The structure of the corporate culture of the organization may contain different components,
considered at several levels. The model of O. Andomin of higher educational institution corporate
culture systematizes the elements of culture and means of its achievement (Table 1).
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Table 1

Elements of O. Andomin model of higher education institution corporate culture

Elements of corporate culture Means of achievement

. . L University charter,
Philosophy of a higher education institution
Code of Corporate Culture

Organizational values Mission, policy of a higher education

institution
Norms, rules of conduct Rules of procedure
History, traditions Museum, veterans council, graduates club
Psychological climate Personal relationships between employees

Access to information, means and methods of

Corporate communications S
communication

Organization and structure of a higher

Management style education institution

The image of the university in the eyes of the
The image of a higher education institution public, the design of the classrooms, attributes,
clothing of employees

Source: Modified after Hnezdilova, K. M. (2013).

At the present stage of reforming the higher education system in Ukraine, the modernization
of higher education institutions requires a change in their corporate culture. An important step in
forming the strategic goals of an educational institution is to assess the current state of its corporate
culture, existing problems and possible consequences as a result of the implementation of changes.
Thus, the study of higher education institution corporate culture pursues the goal of comparing the
real and desired model (how staff and students would like to see their university).

The process of formation of higher education institution corporate culture can be represented
in the form of the following stages (Figure 2),
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Diagnostics of the existing higher education institution corporate culture. Identifying
strengths and weaknesses

= )=

I Defining the mission, developing a strategy and choosing values ‘

=)=

Developing of measures aimed at the formation, developing and consolidating of corporate
culture

=)=

I Implementation of measures to form a corporate culture ‘

=)=

Evaluating the effectiveness of measures for the formation and development of corporate
culture, control and adjustment

Figure 2. Stages of formation of higher education institution corporate culture

Source: Modified after Kubko, V. (2014).
Consider in more detail the first two stages of corporate culture.

1. Diagnostics of the existing corporate culture.

There are many tools for assessing and analyzing the corporate culture of organizations, but
the OCAI method is more often used. This method is based on the theoretical model "Framework of
competing values”, developed by Cameron, K. S., Quinn, R. E. (2011). OCAI method makes it
possible to diagnose the organization's culture for competing values at different stages of its
development.

Under market conditions, higher education institutions in Ukraine are forced to form an
entrepreneurial corporate culture in order to have financial stability and be relatively independent of
public funding. When diagnosing the higher education institutions corporate culture, tools and
approaches are used taking into account the specifics of their activities. Thus, in contrast to
organizations engaged in production, trade or service activities, the main task of a higher education
institution is to provide educational services, to meet human needs for professional education. A
large number of professors and employees of the university take part in the providing of educational
services, thanks to the coordinated activity of which the result is ensured.

A specific characteristic of the corporate culture of the university is also the uniformity of the
professional activities of its employees. Unlike production organizations, where there is a division
of labor, there is actually no professional division in higher education, as most employees are
professors with the same professional responsibilities. The common tasks of professional activity
should be perceived as an important factor in the formation of corporate culture of the university,
which contributes to the unity of professors and their ability to form common values of corporate
culture.

A specific feature of the corporate culture of a higher education institution is also its

-
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heterogeneity. The manifestation of heterogeneity is due to the fact that the administration of the
institution is small in number compared to other organizations, but the formation of corporate
culture is carried out by it. Thus, the university administration is interested in implementing
measures to form a corporate culture, but professors may remain uninvolved in this process, as
corporate relations between employees are formed naturally through business and interpersonal
communication between them.

Due to the fierce competition between higher education institutions, universities are forced to
actively fight for entrants, using methods and approaches that were not previously inherent in the
field of education, but used by business organizations.

The SERVQUAL method is the most common tool for assessing the customer service quality
in service organizations, which has proven its effectiveness. His students are clients for higher
education institutions.

This technique involves the use of basic questionnaires “Expectations” and “Perceptions” to
measure customer expectations and their perception of the service received quality. All questions in
the questionnaires are grouped into blocks according to five quality indicators:

1) tangibles — all material objects used in the process of providing the service (equipment,
appearance of classes and employees, printed materials, etc.);

2) reliability — the ability to provide the promised service;

3) responsiveness — the willingness of the organization's staff to help consumers provide
services;

4) assurance — the competence of staff and hence customer confidence in the organization;

5) empathy — the degree of individual attention to customers, Toporova P. K. (2015).

Assessing customer satisfaction with the service quality helps the organization find out their
expectations and requirements for providing high quality services and take into account all the
mistakes and shortcomings in order to improve the level of service and, consequently, customer
satisfaction.

The SERVQUAL method is a universal tool for assessing the service quality from the point of
view of service consumers. Since higher education institutions provide educational services, we
consider it appropriate to use this tool to assess student satisfaction with the education quality,
which directly affects the image of higher education institution, which is an element of its corporate
culture.

Indicators of the quality of the SERVQUAL method for the provision of educational services
and their criteria are given in Table. 2.

To diagnose the image of a higher education institution using the SERVQUAL method, it is
necessary to determine the expectations E,4, and perceptions F;, of educational services quality by

university students for each criterion g, of quality indicator k (k = 1,2, ...,5):
1 1
Eg =35 Zir M g0 Foe =5 Lm0, (1)

where E;, — alevel of student’s expectations of the educational services quality;

Py, —alevel of student’s perception of the educational services quality;

i —number of the student who took part in the survey (i = 1, ..., s);

s — the total number of students who participated in the survey;

mE gx() — the expected assessment of the educational services quality, which is set by the
student i according to the criterion gy;

mF g, — the perception assessment of the educational services quality, which is set by the
student i according to the criterion gy ;

i — Is the criterion of the k-th quality indicator (g, = 1, ..., hy).
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Table 2

Indicators of the educational services quality according to the SERVQUAL method

Ne | Quality indicator Criterion

Appearance of buildings and campus; interior and equipment of classrooms;
1 Tangibles free Wi-Fi on the territory of the university; modern computer classes and
multimedia classrooms; information support of the educational process.

Fulfilling promises to provide educational services in a timely manner (even in
a pandemic); providing quality educational services for training specialists;
provision of bases of practices; cooperation with employers; employment
guarantee.

2 Reliability

Quick response to requests (requests) of students; trust and understanding on
3 Responsiveness | the part of the teaching staff; willingness to help students in any situation;
active work of curators of academic groups, etc.

High reputation of the university; availability of scientific schools; discipline

4 AIENES and politeness of employees, respect for students, etc.

Individual approach to each student, including in solving his problems (the
5 Empathy presence of academic debt, monthly tuition fees); focus on the needs of
students; convenient study schedule for students, etc.

Source: Own compilation.

Assessment of the expected quality E; and the perceived quality P, of educational service by
university students for each quality indicator k (k = 1,2, ...,5) is calculated by the formulas:

_k ng 1 Egps _k ng 1 Fgie ()

where hy, is the number of criteria for the k -th quality parameter.

Assessment of students' satisfaction with the quality of higher education institution is
determined either by quality coefficients @4, for each individual criterion g (gx = 1, ..., hy) of

quality indicator k (k = 1,2, ...,5), or by generalized quality coefficients Q, for each k -th quality
indicator according to the formulas, Lohua R. A. (2012):

ng = ng - Egk’ @)
Qx = P, — Ey. (4)

With the help of the education quality assessments obtained by the SERVQUAL method,

specific recommendations are developed for improving the educational services quality, which
affects the image of the university and its corporate culture.
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Confirmation of expectations regarding the educational services quality increases the level of
student loyalty to the university, which, in turn, leads to an increase in the influx of applicants, as
students who are satisfied with the education quality recommend the higher education institution to
their relatives and friends; university graduates after some time recommend it to their children for
professional education.

Evaluations of the educational services quality by students using the SERVQUAL method can
be interpreted as follows:

1. If the quality coefficient for any quality indicator is zero (@4, = 0 or Q, = 0), then the
level of quality expectations and the level of the actual quality perception of this indicator coincide.

2. Negative values of quality coefficients (@4, < 0 or Q, < 0) indicate that the level of the
quality expectation of educational services exceeds the level of perception.

3. Positive values of quality coefficients (Q,4, > 0 or @, > 0) mean that the actual quality
perception of study is higher than the level of expectation.

If the quality coefficients are zero or positive, they are considered successful; negative
coefficients that approach zero are considered satisfactory, and negative coefficients that are
significantly different from zero are considered unsatisfactory.

To assess the level of educational services quality according to the SERVQUAL method,
along with absolute values, one can use relative values, taking as a basis for comparison, for
example, the average level of service quality expectations or the maximum assessment of student
expectations.

The calculation of the education quality coefficients in relation to student expectations and the
ideal assessment of expectations can be done by the formulas, Toporova P. K. (2015):

Q1 ==—-100%, )
Q= (6)

" Qmax'100%’

where Q, — service quality coefficient relative to expectations;

Q, — service quality coefficient relative to the ideal;

E — average assessment of the expected quality level for all indicators;

P — the average assessment of the perceived quality level for all indicators;
Qmax — Maximum assessment of education quality expectations.

The smaller the values of the coefficients Q, and Q,, the higher the quality of educational
Services.

In this study the education quality at Zaporizhzhya National University was determined with
the help of SERVQUAL method. The survey was conducted among the students of different
courses of the Management Faculty.

Students were asked to assess the education quality according to 17 quality criteria, which are
given in Table. 3, using a 7-point rating scale.
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Table 3

Criteria for assessing the education quality in ZNU according to SERVQUAL method

Ne Criterion of educational service quality
Tangibles
1 T1. Appearance of buildings and campus
2 T2. Excellent interior and equipment for classrooms
3 T3. Modern computer classrooms and multimedia classrooms
4 T4. Free Wi-Fi at the university
Reliability
5 HS5. Fulfilling promises to provide educational services in a pandemic
6 H6. Providing quality educational services
7 H?7. Provision of bases of practices, cooperation with employers
8 HS8. Employment guarantee
Responsiveness
9 R9. Rapid response of the university administration to student requests
10 R10. Trust and understanding on the part of the teaching staff
11 R11. Willingness to help students in any situation
Assurance
12 Al12. High reputation of the university
13 Al13. Availability of scientific schools
14 Al4. Discipline and courtesy of employees, respect for students
Empathy
15 E15. Individual approach to each student in solving his problems with academic debt
or monthly tuition fees, etc.
16 E16. Focus on the needs of students
17 E17. Convenient study schedule for students

Source: Own compilation.

Using formulas (1) and (3), the assessment of the expected education quality and the
assessment of the educational services perception, as well as the education quality coefficients in
ZNU were determined. The results of the study are given in Table 4.
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Table 4
Assessments of the education quality in ZNU according to SERVQUAL method
. . Quality
Quality criterion Expectation | Perception coefficient Qg, = Importance
Egk ng
B, — E
Ik Ik
1 2 3 4 5
Tangibles
T1. Appearance of buildings
and campus 6,87 6,75 -0,12 6,52
T2. _Excellent interior and 6,48 4,56 1,92 6,65
equipment for classrooms
T3. Modern computer
classrooms and multimedia 6,74 5,22 -1,52 6,87
classrooms
T4.. Freg Wi-Fi at the 6,35 4,28 207 6,91
university M4
Reliability
HS5. Fulfilling promises to
provide educational services 6,45 5,60 -0,85 5,7
in a pandemic
Heé. Pr9V1d1ng q1_1a11ty 6,37 5,13 124 6,92
educational services
H7. Provision of bases of
practices, cooperation with 6,65 4,25 -2,40 6,23
employers
HS8. Employment guarantee 6,05 3,67 —2,38 5,87

Responsiveness

R9. Rapid response of the
university administration to 6,41 4,53 -1,88 6,12
student requests

R10. Trust and
understanding on the part of 6,76 4,15 -2,61 6,93
the teaching staff

R11. Willingness to help

students in any situation 6,32 4,33 —1,99 7,00
Assurance

Al2. H!gh reputation of the 6.20 5,27 0,03 7.00

university

A13. Availability of

scientific schools 548 4,32 -116 5,03

Al4. Discipline and courtesy

of employees, respect for 6,86 5,27 -1,59 7,00

students

Table continuation is on the next page
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Table continuation

Empathy

E15. Individual approach to
each student in solving his

problems with academic debt 6.28 516 -L12 6,84
or monthly tuition fees, etc.

E16. Focus on the needs of 6.35 5,56 0,79 6,42
students

E17. Convenient study 6,06 6,48 0,42 6.78

schedule for students

Source: Own compilation.

Acceptable results of the procedure of customer satisfaction assessment according to the
SERVQUAL method are considered to be the values of quality coefficients @, > —1. From Table
4 it can be seen that 5 of the 17 criteria, namely criteria T1, H5, A12, E16 and E17, satisfy this
condition.

The largest gap between the expected and perceived educational services quality is observed
for the criteria T4 (free Wi-Fi at the university), H7 (provision of practice bases, cooperation with
employers), H8 (employment guarantee) and R10 (trust and understanding of the teaching staff).
composition). It should be noted that these service quality criteria are important for students
because they have received a high weight. A low score on these criteria for the quality of students'
education at the university reveals the existing problems associated with the available resources of
educational activities, namely material-technical, human and social potential.

Based on the results of the diagnosis of the corporate culture state, the administration of
higher education institutions need to pay additional attention to the development of high academic
culture of employees. As can be seen from Table 4, all the criteria included in the quality indicator
"Responsiveness ", students consider important in the study process, but their perceived quality was
quite low. Among the reasons are the lack of readiness of some university departments staff to solve
quickly students' problems, as well as lack of understanding on the part of some university
professors of the need to adapt methods and approaches to teaching materials according to time;
insufficient level of introduction of dual education in the institution, due to which students are
forced to combine the studying process with the acquisition of practical skills in the workplace
without the issuance of appropriate permits, etc.

Along with the criteria included in the quality indicator "Responsiveness”, students noted the
importance of the following criteria: T2 (excellent interior and equipment of classrooms); T3
(modern computer classes and multimedia classrooms); T4 (free Wi-Fi at the university); H6
(providing quality educational services); Al12 (high reputation of the university), A14 (discipline
and courtesy of employees, respect for students); E15 (individual approach to each student in
solving his problems with academic debt or monthly tuition fees) and E17 (convenient study
schedule for students).

In Table 5 the average assessments of educational services expectations and perceptions are
presented.
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Table 5

Average assessments of educational services expectations and perceptions

Quality indicator The aveexrsgst:i;frlllogkquality The av;reargggﬁ\c/)il’ (l)ﬂfk quality
1. Tangibles 6,61 5,20
2. Reliability 6,38 4,66
3. Responsiveness 6,50 4,34
4, Assurance 6,18 4,95
5. Empathy 6,23 573
Average score for all parameters E£=6,38 P=498

Source: Own compilation.

Education quality coefficients relative to expectations and to the ideal have been calculated by
formulas (5) - (6).

The education quality coefficient relative to expectations is equal to
Q1=(6,38-4,98)/6,38* 100%=21,94%.

The education quality coefficient relative to the ideal is equal to
Q2=(7-4,98)/7* 100%=28,86%.

The coefficients show that the deviation of the average level of the education quality
perception in the higher education institution in relation to the expected and ideal levels is more
than 20%.

CONCLUSION

Thus, the application of SERVQUAL method to diagnose the level of higher education
institution corporate culture has revealed existing problems and appropriate areas for improvement.
Among the main problems should be noted the lack of free and quality access to Wi-Fi at the
university; provision of practice bases and insufficient level of cooperation with potential employers
to provide opportunities for further employment after graduation; understanding of the problems
and difficulties faced by students during their studies by the teaching staff.

Dialogue with students is an important and, at the same time, complex component of the
process of forming the university corporate culture. The importance of the student community
corporate culture of the higher education institution is that it allows without pressure from the
administration to choose the most effective models of student behavior, promotes the development
of their activity and creative abilities. The university corporate culture ensures the unity of students
on the basis of common values, which helps maintain a high reputation of the university, maximum
motivation of students by creating a favorable psychological climate, moral satisfaction and
opportunities for self-development and self-realization.

In this regard, the work of deans and curators of academic groups is important in the direction

76


https://management-journal.org.ua/index.php/journal

Holovan, O., Oliynyk, O. and Markova, S. (2021), “Application of modern methods of service quality assessment
for diagnostics of higher education institution corporate culture”, Management and entrepreneurship: trends of
development, 1(15), pp. 65-79. Available at: https://doi.org/10.26661/2522-1566/2021-1/15-04

of acquainting students with the norms and values of the university, their rapid adaptation to living
conditions, traditions of the institution; prevention of possible negative phenomena in student
groups, which are caused either by interpersonal relations or by ethnic, religious reasons.

As measures that will promote the establishment and improvement of relations between
students of the faculty, students and teachers, as well as aimed at the formation and development of
corporate culture in higher education, we can offer the following:

— holding competitions between departments, teachers and students to determine the best
curator of the year, the best lecturer of the year, a teacher with the best sense of humor, a leader
among students in success, etc.;

— organization of joint cultural and educational events for students and teachers of the faculty:
quests, trainings, tourist trips, etc.;

— development of financial stimulation programs of students research and creative activity.

Thus, the adapted SERVQUAL method for assessing the service quality, used to diagnose the
higher education institution corporate culture state, allowed to identify existing problems and
suggest ways to improve the elements of higher education institution corporate culture.
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HOro MOTOYHOro CTaHy. MEeTOI0 MOCHIJKEHHsS € aJamnTalis Cy4acHOi METOIMKU OLIHKH SIKOCTI
nocayr SERVQUAL nist 1iarHOCTHKH CTaHy KOPIIOPAaTHBHOI KYJIBTYPH 3aKjiaay BHIIOI OCBITH.
Meronomoris: B xomi gociimkeHHs: Oyii BUBYCHI OYiKYBaHHS CTYACHTIB Ta iX CIPUUHSTTS SKOCTI
OJICP’)KYBAaHUX OCBITHIX TIOCIYr 3a TOKa3HWKamu anantoBanoi Meroaukn SERVQUAL.
3actocyBanHs Merony SERVQUAL nns miarHOCTUKH PiBHS KOPHOPATUBHOI KYJIBTYPH 3aKjIamy
BHIIIO1 OCBITH BUSBUJIO ICHYIOU1 TIPOOJIEMH Ta BIAIMOBIIHI HAIPSIMKH JUTsl TTOMIMNIICHHS. Pe3ynbraTtu
JOCIIJKEHHS TIOKa3YIOTh, 110 Cepe/l OCHOBHUX MPOOJIEM — BICYTHICTh O€3KOIITOBHOIO 1 SIKICHOTO
nocrynny g0 Wi-Fi B yHiBepcurteri; 0a3u NpakTUKU 1 HEJOCTATHIM piBEHb CIHiBOpami 3
MOTCHIIMHUMU POOOTOIABIIMU ISl 3a0€3MEYCHHS] MOKIIMBOCTI TOJAIBIIOTO TPAIICBIAIITYBAHHS
IICIIS 3aKIHYEHHS 3aKjIaay BUIOI OCBITH; PO3YMIHHS MPOOJIEM 1 TPYAHOIIIB, 3 SKUMH CTUKAIOTHCS
CTYICHTH IIiJ] 4YaCc HAaBYAHHS, IEJAarOTiYHAM KOJCKTUBOM. K 3aXOoAu MO0 ITiIBUIICHHS
KOPIOPAaTUBHOI KYJIbTYPH 3aKJIaJy BHILOI OCBITH 3aIIPONOHOBAHO: MPOBEICHHS PI3HUX KOHKYPCIB
MiX Kadeapamu, BUKIAJadaMy Ta CTYJCHTaMH; OpraHi3allis CIiIbHUX KYJIbTYPHO-TIPOCBITHUIIBKUX
3aXOiB IS CTYACHTIB Ta BHKIaAadiB (QakyiabTeTy, po3poOka mporpaMm (HiHAHCOBOTO
CTHMYJIIOBaHHS HAYKOBOI Ta TBOPYOI MisTIBHOCTI CTYICHTIB.

Kuro4oBi cjioBa: oCBITHI MOCITYTrH, KOPIOPAaTUBHA KYJNbTYpa, 3aKJIaJl BUIIOI OCBITH, SKICTh
MOCITYT, IarHOCTHUKA SIKOCTI.

INPUMEHEHHUE COBPEMEHHBIX METOJOB OHEHKH KAYECTBA YCJIVT
JJIA JMATHOCTUKHU KOPIIOPATUBHOU KYJIBTYPbI
YUYPEXJIEHUSA BBICIHEI'O OBPA3OBAHUA

I'osoBanb Ouibra OuteiiHUK AJIeKCaHAp MapkoBa CeTti1ana
AJleKkceeBHA HuxomaeBuu BukTtopoBHa
3anopootcckull HAYUOHANLHBIN — 3ANOPOHCCKUL HAYUOHATbHBIL  3aNOpPONCCKULL HAYUOHATbHBIU
YVHUBepcumem YVHUBepcumem VHUBepcumem
3anopoocve, Yrpauna 3anopooicve, Yrpauna 3anopooicve, Yrpauna

Cdepa oOpazoBaHus — OJWH U3 JpaiBEPOB pa3BUTHUSI OTEUECTBEHHOW HSKOHOMUKH. Ee
pa3BUTHE HEBO3MOXKHO 0€3 (hOpMHUPOBaHUS YCTOMYMBOM aJalTUBHON OpraHU3allMOHHOM KYJIbTYpbI
o0pa3oBaTenbHBIX YupexaeHuid. s GopMupoBaHHs KOPIIOPATUBHON KYJIBTYPHI By3a HEOOXOAMMO
IIPOBECTH JMAarHOCTHKY €€ TEKYIIero cocTosHus. Llenbio umccnenoBaHus sBISETCS aJanTanus
COBPEMEHHOW METOAMKH oOIleHKH kadectBa ycnyr SERVQUAL nans nuarHOCTHKHM COCTOSIHUS
KOpPIIOPAaTHUBHOM KyJbTYpbl By3a. Merononorusi: B xone uccnenoBanus ObUIM W3yU€HBI OXKHUIAHUS
CTY/ZICHTOB M WX BOCTIPHUATHE KadecTBa IOJIy4aeMbIX 00pa30BaTENbHBIX YCIYT IO MOKa3aTesiM
apantupoBanHoit Metoanku SERVQUAL. Ilpumenenne metona SERVQUAL s muarHocTuKd
YPOBHSI KOPIOPATUBHOM KYJIBTYPHI By3a BBISIBUJIO CYIIECTBYIOIIME MPOOIIEMBI H COOTBETCTBYIOIINE
HamnpaBJIeHUs A YlydlleHus. Pe3ynabTaThl HMCCIIEIOBaHUS IMOKA3bIBAIOT, YTO CPEIU OCHOBHBIX
npo0iieM — OTCYTCTBHE OecIiaTHOrO M KadecTBeHHoOro moctyna k Wi-Fi B yHuBepcurere; 0a3bl
NPAKTUKU U HEAOCTATOUHBIA YPOBEHb COTPYJHHUYECTBA C MOTEHLUUAIBHBIMUA paboTOAATENIAMU IS
o0ecrnieueHnss BO3MOYKHOCTH JIajbHEHIIEro Tpy10yCTPOWCTBA MOCIE€ OKOHYaHUS By3a; MOHUMaHUE
npobJeM U TPYAHOCTEH, C KOTOPBIMU CTAJIKHBAIOTCS CTYAEHTHI BO BpeMs ydeObl, [1earoruuecKum
KOJJICKTHBOM. B KadecTBe Mep MO IOBBIIICHHIO KOPIMOPATHBHOM KYIBTYPHI By3a IPEIJIOKEHO:
MPOBE/ICHUE PA3IMYHBIX KOHKYPCOB MeXIy KadeapamMH, MpernojaBaTeNsiMd U CTYJIEHTaMU;
OpraHu3aIisi COBMECTHBIX KYJIbTYPHO-TIPOCBETUTEILCKAX MEPONPUATHH JUISI CTYyJEHTOB U
npernojiaBaTeneil ¢akynpTeTa; paspaboTka mporpaMMm (UHAHCOBOI'O CTUMYJIHPOBAHMUS HAYYHOU U
TBOPYECKOH JIEeATEITLHOCTH CTYICHTOB.

KiroueBble cioBa: oOpa3oBaTeibHbIE YCIYTH, KOPIOpAaTHUBHAs KyJIbTypa, BY3, KauecTBO
YCIIyT, AMarHOCTHKA Ka4uecTBa.
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Abstract. Millennial generation has unique and different characteristics, become significant
human resources which expected to be able to change the condition of an organization to be more
productive. Millennial generation employees are more concerned on the aspects of work life
balance and self-actualization, such as opportunities to develop their career at work. The fulfillment
of work life balance and career development aspects provide the employee of millennial generation
last longer within their current jobs and reduce their intention to change an occupation. This
research aims to examine various previous literatures study that analyzes the effect of work life
balance and career development on turnover intention of millennial generation. The analysis of this
research was done by literature study method that collects previous findings related to the effect of
work life balance and career development on turnover intention. The results of the literature review
indicated that there is a negative influence on work life balance and career development on turnover
intention of the millennial generation of changing their job. It can be concluded that Millennial
generation employees are realistic on the fact that they have to move up through the corporate
ladder to achieve their career aspirations and more likely to take an active role in their career
planning and execution.

Keywords: work life balance, career development, turnover intention.
JEL Classification: O150, P470, J540.

INTRODUCTION

Effective and efficient human resource management will help to optimize the performance of
company, both in terms of income and expenditure. To achieve a good performance system and
competitive companies, human resources (employees) include as a dominant character and carry out
a significant role in order to support the company goals. However, when an employees decided to
leave their job (turnover) it will damage the company whether from the aspect of expense or
interrupt the sustainability of organization. The turnover intention is the best predictor to observe an
early signal on the existence of employee turnover (Slattery in Srivastava, 2013).

Several millennial generations came to the companies and become important human resources
who are expected to be able to encourage an organization to be more productive. Millennial
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generations who have unique and different characteristics grow up within the rapid development of
technology and communication. The existence of technology and communication rapid
development means that millennial generation can do their work from home, did not necessarily
work from the office to manage the balance between work and their personal lives (Meier, Austin
and Crocker, 2010). Millennial generation is a generation that pays more attention to aspects of
work life balancee compared to previous generations. Work life balance is a construct that explains
the individual's perception of balance that occurs within an employee in terms of work life and
personal life (Hayman, 2005). Millennial generation needs their relationships with friends and
family, and more interested in jobs that accommodate their personal lives (Spiro, 2006).

The results of a survey was conducted by Sheahan (2008) show that millennial generation
employees in Asia Pacific region have the shortest working tenure compared to employees of other
generations, because they have an average work period of 18 months. The millennial generation has
a tendency to easily move their jobs. Gallup (2019) found that 21% of millennial generation
changed workplaces in less than a year. It is realized that the behavior of millennial that are likely to
move jobs starting to become a threat to companies.

Turnover intention is a problem faced by almost every company. Several reasons can be used
as the basic of employee leaving the company. Employee movement from a workplace to another is
a problem that should be carefully concerned, considering that it does not only affect the
determination of business strategy in company, but also special consideration in developing
employee talent. Several organizations have started to respond to the high amount of turnover
intention by designing various career development programs for employees. Provide an effective
career development and support employee career development will assist the organization to recruit
and satisfy the employees in their jobs (Barnett and Bradley, 2007). Thus, the more opportunities
for employees to develop their careers, the greater employee's job satisfaction. The higher employee
job satisfaction, the possibility of turnover intention will decrease.

LITERATURE REVIEW

Millennial Generation

Meier, Austin and Crocker (2010) in his research suggest that millennial generation or Y
generation is a generation that was born between 1980 and 2000. Millennial generation have a
tendency to socialize and learn new thing based on the internet, consume and produce digital
information, seek for work according to personal standards and seek recognition from others
(Karakas, Manisaligil, and Sarigollu, 2015). Millennial generation likes challenges and work-life
balance of work (Gilbert, 2011). Obtaining a lot of money is tendency that is less important for
millennial generation compared to the tendency of social contribution; enjoy life at most and
balanced lifestyle (Hassan, Ibrahim and Lim, 2011).The millennial generation wants a company that
has system that can develop themselves within a clear coaching process from their superiors.

Work life balance

Work life balance defined as individual ability to fulfill their duty and their family
commitment and their other non-work responsibilities (Caesar and Fei, 2018). Work life balance
refers to a person's ability to be able to carry out a proper work and life responsibilities at the same
time (Wheatley, 2012). Frone (inside Peir6 and Tetrick, 2011) stated that work life balance is the
absence of conflict between an individual family role and their work matter. Career and family has
the same important values for humans.

Career Development
Career can be defined as a high-value job and lifestyle that should be balanced, equal,
progressive and rational (Gysbers, Heppner and Johnston, 2009). Career development is the process
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of increasing individual employability to achieve the desired career path (Rivai, 2013). In Delery
and Doty's theory (Delery and Gupta, 2016), career development defined as the degree which
employees perceive a career planning program to help members achieve their goals. The career
development system should appropriate the needs of individuals in organization. Every people has
their own needs, career stages, hierarchical levels, and many other things, therefore career planning
management should be broad enough to meet several of individual needs. (Chen, Chang and Yeh,
2004).

Turnover intention

The meaning of intention is a motive or desire that arises from an individual to do something
and turnover is the employee voluntary stopping from his / her place of work (Nathalia, 2010).
Turnover intention can be defined as mental decision between work attitudes and decisions to stay
or leave the job.This mental decision considered as direct antecedent of employee's outgoing
behavior (Jacobs and Roodt, 2011).According to Zeffane, turnover intention is the tendency for
individual feelings or intentions of individuals who have the desire to quit their job. Robbins and
Judge (2015) believe that the main impact of turnover intention for companies is cost. High
turnover rates will causes the increase recruitment, selection, and training costs (Mobley, 2011).
Excessive turnover will have an impact on performance of organization in the long-term because
the time that should be used for production runs out to conduct training for new employees.

From the explanation above, this is an impetus for researchers to make a research regarding
the effect of work life balance and career development on turnover intention of millennial
generation. This research aims to examine the turnover intention of millennial generation which is
influenced by work and life balance and career development, and then from the conclusion it can be
a recommendation of an organization to take the next step to maintain their millennial employee.

PAPER OBJECTIVE

We can say that the existence of technology and communication rapid development means
that millennial generation can do their work from home. Therefore, this research is to investigate
the turnover intention of millennial generation which is influenced by work and life balance and
career development, to know the effect of various previous studies in work and life balance and
career development for millennial generation.

METHODOLOGY

This research uses qualitative approach within the method of literary study which was carried
out by recording previous findings, then combining the findings obtained and analyzing these
findings coherently and clearly (Sugiyono, 2016). In this research, secondary data were obtained
from the previous literature. The data source was collected from previous research books and
journals.

The data analysis technique is a qualitative descriptive analysis technique. This analysis
technique was chosen to describe the problems that cause turnover intention of millennial
generation employees which then reviewed, in order to produce relevant input for the organization
and able to retain millennial generation employees, thus they do not lose any productive human
resources. The results of this research can assist organizations in making their strategic decisions to
manage their human resources and achieve the organizational effectiveness. It is interesting to study
the millennial generation and their views on work life balance it will help to develop human
resource policies related to the millennial generation, such as policies for recruitment, retention, and
employee motivation in workplace (Twenge, Campbell, Hoffman and Lance, 2010).
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RESULT AND DISCUSSION
This study combined the results of several previous studies regarding work life balance and

career development variables to analyze it effects on turnover intention. The results and discussion
related to research problems explained as below.

Tabel 1

Comparison Influence of work life balance toward turnover intention between two journals

Javed, Khan, Sang, Ison Suifan, Malik, Gomez, Parkes and
Variable Aamir and and Dainty Abdallah and Ahmad and Saif Langford
Ahmed (2014) (2009) Diab (2016) (2010) (2008)
Influence of . . It has negative ~ Work-life balance
work Life Work life s Work life is effect of work  negatively affects life balance
low, but low, but . . .
Balance life balance  the desire to leave  contributes to
turnover turnover o
toward . . . . toward the organization employee
intention intention
turnover - . turnover (turnover engagement
. . increase increase . X A !
intention intention intention)
Tabel 2

Comparison influence of career development toward turnover intention between two journals

Variable e Weng and McElroy (2010) Hafiz, et al
(2014)
Influence of Career . Cgreer development is career development has
Negative negatively related to turnover . L
Development toward . . negative and significant
effect intention and work

turnover intention impact on turnover intention

commitment

Table 3
The Relation between variables

The relation between variables Research Result Decision

three of the related research Work life Balance has

Work Life Balance Turnover indicated negative effect, only a .
. AN L negative impact on
(X1) Intention (YY) research indicated positive X X
o turnover intention
contribution
All of the related research Career Development has
Career Development Turnover indicated negative effect on negative impact on
(X2) Intention (YY) g g P

Source: Related research.

turnover intention

turnover intention
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The influence of work life balance toward turnover intention

Several previous studies have explained that work-life balance has negative effect on turnover
intention. This was based on the consequences of not fulfilling work-life balance, such as disruption
of employee's personal and family life relations due to work. If it happens continuously, it will
cause the intention of employees to find other jobs that suitable for their personal and family lives.

A research that was done by Javed, Khan, Aamir and Ahmed (2014) revealed that there is
negative influence between work life balance and turnover intention. The results of his research
concluded that if work-life balance is low, the turnover intention will increase, and vice versa.
Almost similar opinion was stated by Sang, Ison, and Dainty (2009) regarding the influence of work
life balance toward the possibility of turnover intention in architectural services industry although
borough, UK which concluded that the balance of time and energy that was spent at work and
outside of work will affects employees' intention to leave the company.

Another study that discusses the relationship between work-life balance and turnover
intention carried out by Suifan, Abdallah, and Diab (2016) at Jordan in private health service
industry which shows a negative effect of work life balance toward turnover intention. Another
research of the influence of work life balance and turnover intention was done by Malik, Gomez,
Ahmad, and Saif (2010). The study was conducted by distributing 250 questionnaires to doctors in
Pakistan and it was concluded that work-life balance negatively affects the desire to leave the
organization (turnover intention). Parkes and Langford (2008) also said that work life balance
contributes to employee engagement (job satisfaction and organizational commitment) which
contributes to higher productivity and lower organizational turnover.

The influence of Career Development toward turnover intention

Research on the effect of career development on turnover intention has been widely
conducted and concluded that there is a negative effect on career development on turnover
intention. Martinez (2014) stated that the negative effect of career development turnover intention
indicates that career development is a factor that affects turnover intention. The existence of
promising career development is a reason that can reduce employee turnover intention.

The research that was done by Weng and McElroy (2010) describes career development and
its impact on employment, commitment and intention to turnover. Career development is negatively
related to turnover intention and work commitment. The next research is a research that was done
by Hafiz, et al. toward the employee of BFI Finance Palembang, it is obtained the similar result that
career development has negative and significant impact on turnover intention. Turnover decisions
involve an ongoing evaluation of career advancement opportunities of individual current workplace
to his or her expectations for opportunities to develop career in other organization.

The Organizations that unable to provide career development programs and meet personnel
career needs will causes an increased on personnel dissatisfaction, which increased turnover
intention (Chen et al., 2004). Career development is important for organization, because career is a
need that should be continues to be developed an employee and motivate employees to improve
their performance.

CONCLUSION

Millennial generation is a generation that has conditional loyalty and can leave work for better
jobs in other companies (Gursoy and Christina, Geng-Qing Chi Ersem, 2013). The retention and
turnover of millennial generation is a challenge for managers because millennial generation is the
majority group of work. To maintain millennial generation employees, an organization needs to
make a strategy regarding the training method, career development, compensation, rewards,
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employee engagement programs, and pay attention to the balance of employees' personal lives and
work.

Based on a literature review of previous research related to turnover intention that was
influenced by work life balance, it can be concluded that there is negative influence on work life
balance toward turnover intention of millennial generation. Millennial generations are significantly
more interested in a job within the high work-life balance thus they will not consider about leaving
their job (Buzza, 2017). Millennial generation willing to work hard and they demand a good
compensation, have the opportunity to develop themselves, and able to pay attention regarding
work-life balance. Millennial generation will assume that there is a mistake in choosing a job if they
do not find any work life balance in their work environment.

The further conclusion obtained regarding turnover intention which is influenced by career
development is that there is negative effect of career development on turnover intention of
millennial generation. Millennial employees are realistic regarding the fact that they should move
up the corporate ladder to achieve their career aspirations and more likely to take an active role in
their career planning and execution. If companies are unable to provide them with the opportunity
to fully develop skills, high levels of dissatisfaction will arise and the intention to change their
current jobs will increase.

Millennial generations are looking for faster career advancement opportunities in
organizations than previous generations. Millennial generation tend to be more flexible in terms of
career choices and financial obligations. For this generation, having a qualified job and career
satisfaction is more important than a good salary. Millennial generation have high expectations and
very proud of themselves. Millennial generation believe that if they make a good contribution to the
organization, they expect to get promotion and faster career development. When the career path in
an organization is clear, millennial generation will increase the interest to contribute and achieve
their organizational goals.

Based on the conclusions of research results, it is suggested that organizations should pay
more attention and understand the millennial generation workforce because they are different from
the previous generation. And Organizations should be able to face the challenges to manage the
diverse characteristics of millennial workforce and achieve the long-term organizational success.
The results of this study suggest that organizations should understand what motivates or encourages
millennial generation employees and what factors influence the decision of millennial generation
employees to leave their companies. The results indicated that several factors which affect the
turnover intention of millennial generation employees include work-life balance and career
development. Therefore, organizations need to prepare strategies and policies of work to obtain the
work-life balance of millennial generation employees and provide a clear career development path.
Therefore, millennial generation employees will stay in its organization environment. Work life
balance benefits for organizations include a reduction in absenteeism, increased productivity, and
increased employee retention.
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AHAJII3 BIVIMBY BAJTIAHCY TPYJIOBOI'O )KUTTSA I PO3BUTKY KAP'€EPU
HA IMPOIECH IIVIMHHOCTI KAZAPIB IJIS1 IIOKOJIIHb-MIJIEHIAJIIB

Erna Purwatiningsih Hunik Sri Runing Sawitri
Universitas Sebelas Maret Surakarta Universitas Sebelas Maret Surakarta
Indonesia Indonesia

[TokoiHHS MULIEHIaJOB BOJIOJI€ YHIKQIbHUMHU 1 PI3HUMH XapaKTEpUCTHKaMH, BOHU CTaIH
3HAYHUMH JIIOJICBKUMH pecypcamu, sKi, K OYIKYeTbCA, 3MOXYTh 3MIHHUTH CTaH oOpraHizarii,
3poOuBIIHK ii OB MPOAYKTHUBHOW0. CHiBpOOITHUKY MOKOMIHHS MiJUIEHIaloB Oinblie cTypOoBaHi
acriekTamMu OajaHCy MK pOOOTOI0 Ta OCOOMCTHUM SKHUTTSIM 1 camopeasizaili€ro, TaKuMHU SK -
MOJKJIMBOCTI PO3BUTKY CBO€1 Kap'epu. Peamizaliis acnekTiB O6ajmaHcy Mik poOOTOIO Ta 0COOMCTUM
KHUTTSIM 1 Kap'€pHOTO 3pOCTaHHS J03BOJISIE MpalliBHUKAM IOKOJIIHHA MUIJIEHIAJIOB JIOBIIE
3aJMIIaTHCA Ha CBOIM HUHIMIHIA poOOTI 1 3MeHIIyBaTW IiX Hamip 3MiHUTH mpodecito. Lle
JOCTIPKEHHSI CIPSIMOBAaHE HAa BHUBYEHHS PI3HUX IMOMNEPEAHIX HAYKOBUX JOCHIJKEHb, B SKHUX
aHAJI3yeThCsl BIUIMB OajaHCy MK POOOTOI0 Ta OCOOMCTHM JKUTTAM 1 PO3BUTKOM Kap'epu Ha
IJTMHHICTD KaJpIiB TIOKOJIIHHS MIJUICHIAJIOB. AHAJI3 I[LOTO JOCHIIKEHHS OYyJ0 TPOBEICHO 3a
JIOTIOMOTOI0 METOJly BUBYEHHS JIITEPaTypH, IO CTOCYETHCS BIUIUBY OajlaHCy MiX poOOTOIO Ta
0COOMCTHM XUTTSIM 1 pO3BUTKOM Kap'epu Ha Hamip 3MiHHU nipodecii. PesynbTatu ornsay nirepaTypu
MoKa3aJiy, 1110 ICHy€ HEraTUBHUH BIUIMB Ha OajlaHC MIX POOOTOIO Ta OCOOUCTHM KUTTSIM 1 Kap'epHe
3pOCTaHHsI Ha Hamip 3MiHU Tpodecii MOKOIIHHSA MiUICHIAIOB. MOXKHa 3pOOWTH BHCHOBOK, IO
CHiBpOOITHUKY MOKOJIHHS MUIJIEHIaJI0B PEaJiCTUYHO CTAaBIATHCS 10 TOTO (aKTy, 110 BOHU MOBHHHI
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MPOCYBATHCS TIO0 Kap'€pHUX CXOJaxX, MO0 JOCATTH CBOIX Kap'€pHHX YCTPEMIIiHb, 1 3 OUIBIIO0
HMOBIpHICTIO OyayTh OpaTy aKTHBHY Y4acTh Yy IUIAHYBaHHI Ta peai3aiii cBo€i Kap'epH.
KurouoBi ciioBa: 6aanc pob0TH Ta 0COOMCTOTO JKUTTS, Kap'€pHUM PICT, INTMHHICTD KaAPiB.

AHAJIN3 BJIMSTHUSI BAJTAHCA TPYJIOBOM )KM3HU U PA3BUTHUSA KAPBEPBI
HA IMTPOLECCHI TEKYYECTHU KAZIPOB JIs1 IOKOJIEHUU-MUWIJIEHUAJIOB

Erna Purwatiningsih Hunik Sri Runing Sawitri
Universitas Sebelas Maret Surakarta Universitas Sebelas Maret Surakarta
Indonesia Indonesia

[TokoneHne MWITICHHATIOB O0JIAAaeT YHUKAJIbHBIMH U Pa3sHBIMH XapaKTEPUCTHKAMH, OHH
CTaJIM 3HAYUTEJIbHBIMU YEJIOBEYECKUMH PECYpPCaMHU, KOTOPBIE, KaK OKUJAETCS, CMOTYT U3MEHUTh
COCTOSIHUE OpPTaHU3aLMH, C/IeNaB ee 0osee MpoayKTUBHON. COTPYIHHUKH MOKOJICHUS MHUJUICHUATIOB
0oJbIe 03a004YEeHBI aclekTaMu OanaHca Mexay padoTol M JTUYHOMN JKM3HBIO U caMOpeallu3aluei,
TakMMHM KaK — BO3MOXXHOCTH pa3BUTHUsI CBOEW Kapbephl. Peanusanus acnekToB OanaHca MEXIY
paboToii U TUYHOM KHU3HBIO U KAPbEPHOT'O POCTa MO3BOJISIET pAOOTHUKAM MOKOJICHUSI MUJIJIEHUAIOB
JIOJIbIIIE OCTaBaTbCS Ha CBOEW HbIHEIIHEW paboTe M yMEHbIIaTh HX HAMEPEHHE CMEHMTH
npodeccuto. ITo HccaeA0BaHNE HATIPABICHO HA U3YYECHUE PA3IMUHBIX PEIIIECTBYIONINX HAYYHBIX
MCCIIIOBAHMI, B KOTOPBIX aHAJIM3UPYETCs BIMSHUE OanaHca MExXIy paboTol M JTMYHON KHU3HBIO U
pa3BUTUEM Kapbepbl HA TEKYYECTh KaJPOB MOKOJECHUS MUJUICHHAJIOB. AHAJIW3 3TOTO UCCIEA0BaHUs
OBUI IPOBEJICH C TIOMOIIBI0 METOJIa U3YUEHHSI JIUTEPATYPHl, KaCAIOIecs BIUSAHUS OalaHCca MEXKIY
paboToii M TMYHOM KU3HBIO U Pa3BUTHEM Kapbepbl HA HAMEpEeHUE CMEHbI npodeccuu. Pe3ynbrare
0030pa JMTEpaTyphl IMOKA3alHM, YTO CYHIECTBYET OTPHIIATENbHOE BIHSIHHE Ha OanmaHC MEXay
paboToif M JTUYHOM >KU3HBIO U KapbepHBIM POCT HA HaMEpPeHHE CMEHBbI MPOGECcCHH MOKOJICHUS
MUJUIEHHAN0B. MOXHO clienarh BbIBOJI, YTO COTPYAHHUKHU MOKOJEHHUS] MUJJICHUAIOB PEAIUCTUYHO
OTHOCSTCS K TOMYy (DaKkTy, YTO OHH JIOJDKHBI MPOABHUTaThCSA IO KapbepHOW JIECTHUIIE, YTOOBI
JOCTUYb CBOUX KapbepHBIX YCTpPEMJIEHUH, U ¢ OOojblleld BEpPOATHOCTbIO OyAyT NpPUHUMATh
aKTUBHOE Y4acTHE B IUIAHUPOBAHUU U PEAIU3aLUU CBOEH KapbephI.

KuroueBsble ciioBa: 6aanc paOoThl ¥ IMYHON )KU3HHU, KAPbEPHBIN POCT, TEKYUECTh Ka/IPOB.

88


https://management-journal.org.ua/index.php/journal

Rizkiansyah, A. and Falikhatun (2021), “The indications level of bankruptcy by Altman Z-Score calculation
method (case study on subsidiaries of PT Kereta Api Indonesia Persero)”, Management and entrepreneurship: trends of
development, 1(15), pp. 89-97. Available at: https://doi.org/10.26661/2522-1566/2021-1/15-06

MANAGEMENT
RECEIVED:
18 November 2020 UDC 338.124 : 347.736
ACCEPTED:
18 December 2020
RELEASED: DOI 10.26661/2522-1566/2021-1/15-06

20 March 2021

THE INDICATIONS LEVEL OF BANKRUPTCY
BY ALTMAN Z-SCORE CALCULATION METHOD
(CASE STUDY ON SUBSIDIARIES OF PT KERETA APl INDONESIA PERSERO)

Agung Rizkiansyah* Falikhatun
Universitas Sebelas Maret Surakarta Universitas Sebelas Maret Surakarta
Indonesia Indonesia
ORCID: 0000-0003-2917-4162 ORCID: 0000-0002-1973-8158

*Corresponding author email: agungrizkiansyahl0@gmail.com

Abstract. This study aims to observe the condition of several companies that are affiliated as
subsidiaries of PT Kereta Api using the Altman Z-Score to predict the indication of bankruptcy. The
indication of bankruptcy is a way to the company to make a decision regarding the strategy that
needs to be taken. In this research, the indication of bankruptcy commonly used the category that is
included in the Altman Z score model. This includes quantitative research with a goal to detect and
analyze the object of the research which is based on the secondary subject of Financial Reporting
about the sign of bankruptcy of the company by using Altman Z-Score model. This research method
used descriptive and quantitative approach. The research results show that from six Subsidiaries
Companies of PT Kereta Api Indonesia (Indonesian railway companies) that are analyzed as the
sample in this research, there are 3 companies that are regarded as “healthy companies” (companies
that has a stable condition), a company that is included in grey area (predicted to experience a
bankruptcy) and two companies that are included in more dangerous area or indicated as companies
that have almost experienced a bankruptcy.

Keywords: Altman Z-score, bankruptcy, financial reporting.
JEL Classification: C63, D59, G33.

INTRODUCTION

Developing companies and Developed companies often did not realize how the condition of
company sustainability especially in long-term plan that should be owned by every company and
used as a basis for further progress and growth, especially in order to be able to fairly compete in
the future global markets era (Marsden and Wilkinson, 2018).

Company that consider as large at the opening could not be escaped in the term bankruptcy if
they did not able to adapt to the demands of existing market situation or within the poor
management on the aspect of company management itself (Teece, 2010). An obvious example can
be used as a lesson related to the case of bankruptcy inside the air transportation service company,
which the main point is that there is a mismanagement of the company or human error that occurs
inside the management system of company, and it caused a large amount of debt, Thus, an
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unfortunate incident happen and the company should be closed permanently. Based on the
described condition, it is necessary to know the indications and information regarding predictions
that could lead to the company bankruptcy (Karas and Reznakova, 2018). Information about
bankruptcy predictions is important for several involved parties (Munawir, 2010) as for investor, it
can lead to the Information on prediction of potential bankruptcy that provides input for investors in
investing their capital gains, whether they will still continue to invest or decided to stop/cancel their
investment to a company, however investors certainly did not want any losses due to their mistakes
on investing any capital. For the Government, prediction of bankruptcy is used by government to
determine the policies in field of taxation and other policies related to the relationship between
government and companies. For Banks and Credit Institutions, information regarding the possibility
of bankruptcy faced by their customer companies and their prospective customers is needed to
determine the determination of whether a loan submission should be granted or not, further
negotiation of loan repayment need to be regenerated and other policies related to loan or credit
approval.

Adnan and Eha (2000) inside their analysis regarding the Stability conditions of Companies to
Predict Potential Bankruptcy by Altman Approach which was taken from ten companies in
Indonesia, more likely explained regarding the relationship between company stability condition
and the potential for bankruptcy by comparing the banking and non-banking companies. The
obtained result concluded that the bankruptcy level of company can be decided two years before it
happen.

Another study was done by Ayu (Chairunisa, 2017) inside the analysis of Analysis on
Bankruptcy Rate of Coal Mining Companies that Listed on Indonesia Stock Exchange, using 2
models of Altman Z-Score and Zmijewski in predicting indications of bankruptcy in coal mining
companies. This research focuses more to find out the indication of bankruptcy in a subsidiary of
PT Kereta Api Indonesia (Persero) which is mainly engaged in rail-based transportation services. It
is resulted that the method can used to predict whether the condition of company is stable or not.
The use of Altman model to predict the condition of a company and the financial health of a
company, and it needs to be carefully used (Marcelinda, Paramu and Puspitasari, 2014)

Based on the explanation above, this research focuses on sixth subsidiaries company of PT
Kereta Api Indonesia (Persero) which consist of: PT Reska Multi Usaha, PT Railink, PT Kereta
Commuter Indonesia, PT Kereta Api Logistik, PT KA Properti Manajemen and PT Kereta Api
Pariwisata, to observe if there are indications that will lead into bankruptcy or not.

In short, the purpose of this study is to determine the indication of bankruptcy in company by
using the Altman Z score calculation method and to find out whether the use of Altman Z score
calculation method can be effectively used in companies as the indications of bankruptcy.

LITERATURE REVIEW

Bankruptcy
The definition of Bankruptcy (Brigham, F and Houston, 2011) is a failure that occurs in a

company which can be interpreted as below:

e Economic Distressed, which is a condition where the company loses money or where the
company's revenue is unable to cover its own costs, in other word, the rate of return is less than the
cost of capital gains or the present value of company's cash flows is less than the liabilities. Failure
occurs when the actual cash flow of company is far below the expected cash flow.

« Financial Distressed is a company condition where the difficulty occur either in condition of
funds, cash or in sense of capital gains. As the part of asset liability, management took a significant
role in the arrangement to prevent financial failure. Financial failure can also be defined as
insolvency that distinguishes between cash flows and stock policies.

According to Lesmana and Surjanto (2004) a company that will experience bankruptcy or
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financial difficulties in the future has following signs as below:

There was a significant decrease in sales number and revenue
Profit or cash flow from operations has decreased

Decrease in total assets

There was a significant decrease in close price

High probability of industrial failure, or a high risk industry
There was a large dividend cut

Young company

NoogokrwnpE

Financial Reporting

Financial Reporting or often called as Financial Statement, is a report that states the
company's current financial condition and in a future period (Kasmir, 2014). Other definition was
stated by (Riyanto, 2010) which stated that provide business regarding financial condition of a
company, there are two components consist of Neraca (Balance Sheets) defined the asset value,
debt and own capital gain at certain times and income statement states the results that have been
achieved during specified period, generally covering a period of a year.

PAPER OBJECTIVE

This research has an aim to observe the condition of several companies. The chosen several
companies is the companies that affiliated as subsidiaries of PT Kereta Api within the indication of
bankruptcy that applied through Altman Z-Score in order to predict the indication of bankruptcy
that could happen to the future condition of the company.

It is important to know the indication of bankruptcy as anticipation for future condition. This
bankruptcy could be seen through condition within a company. The using of Altrman-Z Score to
calculate the indication of bankruptcy might be effective and easy for company.

METHODOLOGY

The research method used in this research is descriptive method within the quantitative
approach by supporting data in form of financial reports. Descriptive research is a research method
that is aimed to describe the present or past phenomenon. Descriptive Quantitative aimed to
describe the phenomenon within the number (Sugiyono, 2016). In this case, the number included
from financial reports.

Data Sources
Types and sources of data used in this study was secondary data of financial reports that have
been audited by independent accountant in order to obtain accurate and reliable figures, which
consist of:
a) Income Statement from 2017 to 2018
b) Balance Sheet Statement from 2017 to 2018

Data Collection Technigue

As supporting material of case studies, data collection techniques are carried out in several
ways:

1. Documentation Technique

This technique is the retrieval of data obtained through documents (Akbar and Usman, 2011).
This documentation technique is used because the data source in this study is company financial
reports that have been audited by an independent accountant

2. Literature Study
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Conduct an in-depth analysis using existing theories to be applied in this research

Data Analysis Technigue
The analysis technique used in this research includes:

1. Calculate the company ratios based on the variables in Altman model (Z-Score)

2. Calculate the company's Z-Score by Altman model equation (Z-Score)

3. Calculate the condition of company based on predetermined cut off point

4. Compare the results of Altman (Z-Score) application model in listing companies and
the application of delisting companies as research sample

5. Provide the conclusions regarding company's financial performance and bankruptcy

predictions based on the analysis of existing data

RESULT AND DISCUSSION

Altman Z score Analysis

Hanafi (2008) defines the Altman Z score as multivariate formula that has functions to
measure the financial stability of company and a powerful diagnostic tool to predict the possibility
of a company bankruptcy. Altman initially entered 22 financial ratios into his research model,

Altman focused on 5 categories representing 4 financial ratios including liquidity, profitability,
leverage / solvency, and performance. Hereby the formula of Altman model (Z-Score):

Z=12X1+14X2+ 3,3X3+0,6X4 +1,0X5

Source : After Gilrita, 2015.

By the information as below:

Z = bankruptcy index

X1 = capital gain/total assets

X2 = retained earnings / total assets
X3 = Earnings before Interest and Tax
X4 = total equity / total liabilities

X5 = revenue / total assets

And the results will be divided into 3 groups as following below:

1. Z-Score > 2,99 categorized as a very healthy company therefore it can be categorized
as a non-bankrupt company

2. 1,81 < Z-Score < 2,99 is in a vulnerable area where the company cannot be
determined whether it is a bankrupt company or not

3. Z-Score < 1,81 categorized as a company that has enormous financial difficulties and
is at risk of bankruptcy.
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There are 5 categories of Altman Z score model that was used to indicate bankruptcy in a
company as following below:

1. Working capital to total assets > (X1)

X1 = Current asset — current liabilities
Total assets

This variable is used to measure the company's ability to fulfill its short-term liabilities and
measure the level of liquidity of company's assets. The difference between current assets and
current liabilities represents working capital

2. Retained earnings to total assets = (X2)

X2 = retained earnings
Total assets

This variable is a measurement of company's cumulative profitability or retained earnings that
reflects to the company's age and company's earnings strength.

3. Earnings before interest and taxes/EBIT to total assets) = (X3)

X3 = EBIT
Total assets

The variables included in this profitability ratio have a function to Measure Company’s ability
to generate the profits from the assets or it can be said as a measure of company’s assets
productivity.

4. Market value of equity to book value of total liabilities = (X4)
X4 = Total equity
Total liability

This variable is used to describe the solvency (leverage) in form of company's long-term
financial capability and to find out the amount of company capital used to the debt burden.

5. Sales to total assets = (X5)

X5 = Incomes
Total assets

This variable has a function to measure management's ability to use assets, generate sales and
describes the turnover rate of every company assets.
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Based on the discussion above, the results of calculation by Altman Z score method for each
company in 2017-2018 are explained as following below:

Table 1
Almant Z Score test result

Company Subsidiary 2017 2018
PT RMU 3,75 3,60

PT RAILINK 0,66 0,89

PT KCI 4,79 3,92

PT KALOG 2,14 2,63

PT KAPM 2,10 1,75

PT KAWISTA 3,13 4,04

Source: Excel processed data.
Categories:

> 2,99 = stable
< 2,99 = vulnerable
< 1,81 = unstable/ bankrupt

Classification of Company Condition
Based on the results of calculations in table 1, the company's stability condition can be
classified as follows:

Table 2
Details of the company's stability condition in 2017-2018

Company Subsidiary 2017 2018
PT RMU stable stable
PT RAILINK unstable unstable
PT KCI stable stable
PT KALOG vulnerable vulnerable
PT KAPM vulnerable unstable
PT KAWISTA stable stable

Source: Excel processed data.
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Based on the table above, it can be seen that PT RMU with an acquisition of more than 2,99,
which is 3,75 in 2017 and 3,60 in 2018, is categorized as a stable company. For PT RAILINK,
because the Altman Z Score is less than 1,81, the company's condition which categorized as
unstable or almost experience a bankruptcy. PT KCI within the high value of 4,79 and 3,92 is
categorized as a stable company, PT KALOG experienced a vulnerable condition because it obtain
value below 2.99 but still above 1,81. In 2017, PT KAPM was categorized as vulnerable, but in the
following year the decline became unstable or bankrupt. And the last one is PT KAWIST which
obtain 3,13 and 4,04 included as stable.

CONCLUSION

Based on the results and discussion above, it is obtained the conclusion as below:

PT Railink has been in unstable condition category for 2 consecutive years which means it has
enormous financial difficulties and is at risk of bankruptcy. Meanwhile, PT KAPM in 2017 was in
vulnerable condition, even in 2018 it was in an unstable condition. Moreover, For PT Kalog still in
the vulnerable category, there is no indication of bankruptcy yet. However, if there is a slight
mismanagement or other mismanagement, it can be fatal. Subsidiaries other than PT Railink, PT
KAPM and PT Kalog are classified as stable; therefore it is still safe for company sustainability
conditions.

It can be concluded that not every companies can apply the Altman Z score calculation
method to indicated the indication of bankruptcy due to the type and scope of business that have
different characters from one another.

SUGGESTION

Based on the results, discussion and conclusions, there are several suggested point as below:

1. For companies that currently indicated to be bankrupt, it should immediately
determine further steps and carry out more innovative strategies. Therefore; they can improve
existing financial ratios, conduct studies in terms of mergers or acquisitions for the sake of business
continuity.

2. For companies that currently in vulnerable category, it needs to pay more attention to
the ratios that can help to improve the future conditions of company, therefore on its
implementation of company stability; the company can continue to be stable.

3. For companies that currently indicated as stable, it should not consider as an excuse
to be relaxed, the companies should always build the new creativity and other innovative finding,
because it is easy for a company to slip into a bad category, especially if the management progress
is not good.
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PIBEHbB ITOKA3HHUKIB BAHKPYTCTBA METOJ1OM OBYUCJIEHHSA
OIIHKH AJIbTMAHA Z (HA ITPUKJIAAI OHIHKHU JOYIPHIX IMIAITPUEMCTB
PT KERETA APl INDONESIA PERSERO)

Agung Rizkiansyah Falikhatun
Universitas Sebelas Maret Surakarta Universitas Sebelas Maret Surakarta
Indonesia Indonesia

JlaHe NOCTiKEHHs CIPSMOBAaHE Ha CIIOCTEPEXKEHHS 32 CTaHOM JIEKUIBKOX KOMIIaHIH, Kl €
nouipHimu mignpueMmctBamu PT Kereta Api, 3 BUKOpHCTaHHAM Z-OLUIHKM AJbTMaHa JUIs
MIPOTHO3YBaHHS O3HAaK OaHKpyTcTBa. O3Haka OaHKpPyTCTBa — 1€ CHOCIO KOMIIaHIl HpUHHATH
pIllIEHHsT MIOAO CTpaTerii, Ky HEOOXIHO MPUUHATH. Y IHOMY JOCIIDKEHHI /IS TO3HAYCHHS
OaHKpYTCTBa 3a3BHYail BUKOPUCTOBYETHCS KaTeropis, BKIIOYEHAa B MOJENb Z-OLIHKUA AJIbTMaHa.
Jlanuii MeToj BKJIIOYAE KITbKICHE JMAOCTI/DKEHHS 3 METOK BHSBJICHHS 1 aHami3zy o00'ekTa
JOCIIJKEHHS, 3aCHOBAHOTO Ha BTOPHMHHOMY MpeaMeT (DiHAHCOBOI 3BITHOCTI MPO O3HAKY
OaHKpyTCTBa KOMIIaHIi 3 BHUKOPUCTAaHHSIM MOJeNi Z-OUiHKM AJbTMaHa. Y I[bOMY METOMl
JOCTIPKEHHST BUKOPHUCTOBYBABCSI OMHMCOBUN Ta KUIbKICHMN miaxia. PesympTaTél mociimkeHHS
MOKa3yIOTh, 1110 3 mectu nouipHix kommaHiid PT Kereta Api Indonesia (iHqoHe31MChbKI 3al13HUYHI
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KOMITaHii), fKi aHAII3yIOThCA B SIKOCTI BUOIPKM B IIbOMY JIOCIIDKCHHI, € 3 KOMMaHii, sKi
PO3TIISATAIOTECS K «30pOBI KOMIIaHii» (KoMIaHii 31 CTaOiTbHUM CTaHOM); KOMIIaHis, sKa
BKJIFOUEHA B Cipy 30HY (IIPOTHO3YETHhCS OAHKPYTCTBO), 1 JBI KOMIIaHil, SKi BKJIIOYEHI B OLIbII
HebOe3neyHy 30Hy a00 BKa3aHi SIK KOMIIaHii, ki Maii>ke mepeskuiid OaHKpyTCTBO.

KurouoBi ciioBa: Z-ominka AnbTMaHa, 0aHKPYTCTBO, (hiHAHCOBA 3BITHICTD.

YPOBEHb IPUBHAKOB BAHKPOTCTBA 11O METOAY PACHETA
Z-OHEHKU AJIbTMAHA (HA IPUMEPE JOYEPHUX KOMIIAHUU
PT KERETA APl INDONESIA PERSERO)

Agung Rizkiansyah Falikhatun
Universitas Sebelas Maret Surakarta Universitas Sebelas Maret Surakarta
Indonesia Indonesia

JlaHHOE WCClieIOBaHNEe HAMPABICHO HA HAOIIOJACHHUE 32 COCTOSHUEM HECKOJBKHX KOMITAHHA,
KOTOpbIe ABJsAIOTCS modepHumu mnpeanpustusmu PT Kereta Api, ¢ ucrnonb3oBaHHEM Z-OIEHKH
AnbTMaHa JUIsi MPOTHO3UPOBAHMS MPU3HAKOB OaHKpoTcTBa. [Ipu3Hak GaHKpPOTCTBA — 3TO CIOCOO
KOMIIAaHUU TPUHATH PEHICHHE OTHOCUTEIBHO CTPATErHH, KOTOPYIO HEOOXOAUMO MPUHATH. B 3TOM
WCCIIEIOBAaHUH NI 0003HAUEHUs OAHKPOTCTBA OOBIYHO HMCIOJIB3YETCS KaTEropHsi, BKIIOUCHHAS B
MOJelb Z-0leHKH AjbTMaHa. JJaHHBIM METOJI BKIIIOYAET KOJUYECTBEHHOE MCCIICAOBAHUE C IEIbIO
BEISIBJICHHSI M aHAJIM3a O0BEKTA MCCIIEAOBAHNS, OCHOBAHHOTO Ha BTOPHYHOM IpeaMeTe (PHHAHCOBOM
OTUYETHOCTH O MpH3HaKe OAHKPOTCTBA KOMITAHUU C UCITOJIb30BAHUEM MOJIENN Z-OLICHKH AJIbTMaHa.
B »ToM MeTome wucciaemoBaHUS HWCIIOIB30BAJICS OIMCATENIbHBI M KOJIWYCCTBCHHBIM ITOAXOZ.
Pe3ysnbTaThl HCCIeAOBaHHUS IMOKA3bIBAIOT, YTO W3 IIecTH nouepHux kommanuii PT Kereta Api
Indonesia (MHIOHE3WIICKUE KEIEC3HOAOPOKHBIC KOMITAHUN), KOTOPHIC aHATU3UPYIOTCS B KAUECTBE
BBIOOPKH B ITOM HCCJIEJOBAaHUH, €CTh 3 KOMIIAHHH, KOTOPBIE PACCMATPUBAIOTCS KaK «3I0POBBIC
KOMITAHUM» (KOMIIAHUU CO CTAOWUJIBHBIM COCTOSTHUEM); KOMIIAHUs, KOTOpas BKJIOUEHA B CEPYIO
30HYy (MPOTHO3UpYeTcss 0AaHKPOTCTBO), U JIBE KOMIAHUHM, KOTOPHIE BKIIOYEHBI B 0OJiee OMacHYIO
30HY WJIM YKa3aHbl KaK KOMIIAaHUHU, KOTOPBIE MOYTH TIEPEKUIN OAaHKPOTCTBO.

KuroueBble ciioBa: Z-onieHka AJbTMaHa, 0aHKPOTCTBO, (PMHAHCOBASI OTYETHOCTbD.
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Abstract. The agro-industrial complex is one of the main budget-forming sectors of the
national economy of Ukraine; agribusiness opens up prospects for leadership for our state in the
world market. Therefore, an important step for unlocking the export potential of Ukrainian
agricultural products is to analyse urgent problems and find ways to strengthen Ukraine's
competitive positions in the world market, including by increasing labour productivity, which is one
of the most important criteria for assessing the performance of any economic system. The article
aims to study the current level of labour productivity in the national agro-industrial sector and to
find ways to increase it by eliminating the main barriers to the development of the agro-industrial
complex of Ukraine. The basic principles of the research are systematic and comparative methods,
institutional and structural-functional approaches have been used. The research results highlight the
reasons for low productivity and propose priority areas of state policy for the development of the
national agro-industrial complex.

Keywords: agro-industrial complex, export potential, labour productivity, agriculture,
methods of productivity increase.
JEL Classification: D24, J43, O13.

INTRODUCTION

The efficiency of the economic activity of an enterprise in any sphere and industry largely
depends on the quality of management of labour productivity and labour resources. For Ukraine,
which is at a critical stage in its economic development, today it is extremely important to build an
effective model of human potential management in order to stimulate economic growth, on the one
hand, and attract qualified workers to work at domestic enterprises, on the other. Therefore, the
relevance of the research is that the modification of methods to increase productivity is of great
economic importance for Ukraine, because it opens more opportunities for sales of national
agricultural enterprises not only domestically but also on the world market and maximizes the
efficiency of human resources, provides an increase in production and sales of agricultural products.
That is why there is a need to identify ways and reserves to increase it.
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LITERATURE REVIEW

A significant contribution to the study of the problem and the search for methods to increase
labor productivity was made by domestic researchers: V. K. Garkavy (1995), V. I. Lukashevich
(2004), V. Vitvitsky, Z. Metelskaya and V. Yudina (2006), S. F. Pokropivny (2008),
A. L. Spesivtsev (2011), M. G. Akulov (2012) and others. Some issues of determining the level of
productivity and analysis of the phenomenon in general are covered in the works of such foreign
scientists as: Florence P.S. and Dale E. (1949), Weil R. (1978), Landen D. (1981), Cuthbert N.H.,
Hawkins K.H. and Sparkes J. R. (1981), Prasad S. (1993), Zwick T. (2004), Barna T. (2009), Sarbu
M. (2013), Vergeer R. and Kleinknecht A. (2014), Khakimova K. R. and Kotov D.V. (2016),
Collewet M. and Sauermann J. (2017), lvanov A.O. (2020) and others.

PAPER OBJECTIVE

The aim of the article is to study the current level of labour productivity in the national agro-
industrial sector, to make a comparative analysis of productivity management methods in Ukraine
and developed countries, as well as to find ways to increase productivity in agriculture by
eliminating major barriers to agricultural development.

METHODOLOGY

Developing the research, general scientific theoretical and empirical methods were used, such
as: analysis and generalization, methods of observation and comparison, analytical, grouping of
data. The basic principles of the research are systematic and comparative methods, institutional and
structural-functional approaches have been used. The study also benefited from the Official State
Statistics Committee of Ukraine’s statistic data when researching the agro-industrial complex of
Ukraine and its position on the world market.

RESULT AND DISCUSSION

The agro-industrial complex is a component of the country's economy, which includes the
production of agricultural products, their logistics and processing. The agro-industrial complex also
unites industries that produce means of labour and services and industries for storage, processing
and sale of agricultural products.

Today, exports of Ukrainian agricultural products are estimated at $ 18.6 billion, which is
39.4% of total exports, and agricultural production is 10.1% of national GDP. Ukraine is a leading
country in the export of sunflower oil and meal to the world market. The country also rose from
third to second place in the sale of rapeseed on the foreign market and entered the top three in the
export of walnuts. Over the past four years, Ukraine has increased its rapeseed exports by 16% and
soybeans by 18%. Of the processed products, the leadership is still held by sunflower oil, whose
exports have grown by 16% over the past 4 years. Ukraine is also one of the five leading countries
that export agricultural products to the European Union. In addition, Ukraine ranks first in terms of
growth of imports of agricultural products from EU countries (Ukrains ’ka Pravda, 2019).

Of the total exports of Ukrainian agro-industrial complex products for the 2018/19 marketing
year, grain crops accounted for 38.4%. The ten largest importers of Ukrainian grain include China,
Saudi Arabia, Indonesia, Italy, the Philippines, Morocco and Tunisia (Figure 1).
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Figure 1. The share of grain-importing countries in the national exports of Ukraine, %
Source: Adapted from Ukrains 'ka Pravda (2019).

Thus, since the beginning of 2018-2019, a total of 44.3 million tons of grain has been
exported from Ukraine. The world leaders in grain exports are China, the United States, the EU,
India, Brazil, Russia, Argentina, Ukraine, Canada and Indonesia. Although our country has
considerable export potential, according to the results of the last marketing year, Ukraine ranks 8th
among the leading countries in the production of grain.

Any modern agro-industrial enterprise is a complex system consisting of many interconnected
units (crop control, labour organization, logistics, storage, supply of products and raw materials,
warehousing) and inefficient operation of even one of them can minimize the result. Today, such a
negative factor influencing the business success of the agro-industrial sector of Ukraine is the low
level of labour productivity.

An important step in revealing the export potential of Ukrainian agricultural products is the
analysis of current problems and finding ways to strengthen Ukraine's competitive position in the
world market, in particular by increasing productivity, which is one of the most important criteria
for assessing any economic system.

Today, the main factor in the success of world leaders is not significant amounts of natural
resources, but a high level of productivity. Therefore, paying special attention to the issue of labour
efficiency, management systems in economically developed countries have created special
institutions for research and constant modification of technologies to increase its productivity. That
is why, using foreign experience, the urgent issue is the formation of their own methods and tools to
increase productivity.

In the practice of management labour productivity at the scale of society, region, industry,
organization, enterprise, shop, production site, team and individual employee is distinguished.
Therefore, the growth of labour efficiency can occur on two levels. Thus, at the micro level, it is a
fundamental factor in increasing the competitiveness of the enterprise, industry, or even the whole
country, opening the possibility to produce goods and services that meet the requirements of the
world market. Increasing labour productivity at the macro level is extremely important for the
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dynamics of gross domestic product and ensuring the purchasing power of the majority of the
country's population. Increasing labour productivity is an important component not only for each
individual enterprise, but also for society as a whole. After all, in the system of social and labour
relations, the search for factors and reserves of social prosperity is one of the most important tasks
of the labour economy (Akulov et al., 2012).

Each enterprise can be presented as a living organism, the functioning of which depends on
many external and internal factors, which in turn affect the increase or decrease in productivity. A
vital condition for economic development and strengthening the competitive position of the
enterprise of any industry is the growth of labour productivity, which is an expression of economic
law and the economic necessity of society.

In the practice of labour productivity management is called the indicator of labour activity of
employees, which is expressed as the volume of output per unit of time, or the cost of time to
produce a unit of output. In other words, labour productivity — is the productivity of production
activities of the employee, the number of products produced by him per unit time.

Depending on the direct or inverse relationship, there are two indicators of productivity:
output and labour intensity.

Productivity is an indicator that characterizes the number of products produced per unit time
or the amount of products produced by one average employee. Productivity represents the volume
of output to the amount of working time spent on its production. Labour intensity is the value of the
reverse output; it is the cost of time per unit of output. There are hourly, daily and annual
production indicators depending on the units of working time (Table 1).

Table 1
Types of production indicators

Production per person-hour, which characterizes labour productivity for
the actual time worked.

Production per person-day, which also depends on the length of the
working day and the use of working time during the shift. The level of
daily production is influenced by such indicators as time losses and
intra-shift downtime.

Production per average employee. Takes into account not only intra-
shift, but also round-the-clock downtime.

Hourly

Daily

Annual

Source: Own compilation.
The method of measuring labour productivity depends on the method of determining the

volume of output. Thus, in the practice of management there are natural, labour and cost or
monetary methods (Table 2).
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Table 2
Methods of measuring labor productivity

‘ Method Content Application Disadvantages of the method

The natural method is

The natural method is to actively used in the o
yusedl! Limited use, due to the fact that
calculate the volume of workplace, in brigades,
. homogeneous products are
Natural output and labour in some areas of those
B . . . almost not produced by
productivity in physical industries of

units (pieces, tons, meters) | homogeneous products enterprises and industries

(mining, electricity)
If the company produces It is used in brigades,

products that have the same sections, shops that
purpose, but different in a produce products with
certain characteristic, the one purpose, but have
output can be calculated some different
using conventional units characteristics

This method is not able to
eliminate changes in the volume
of work in progress, which in
some industries has a large
share in total output

Conditionally
natural
(conventional)

Limited application, due to the

The labour method is used use of fixed standards, which

in enterprises, when the At workplaces, contradicts the need to revise
Labour volume of output or work production sites, in . :
. L - the rules as the implementation
performed is determined in brigades and shops

of organizational and technical
measures
The level of production is
determined by the cost of the
It is based on the use of cost . past rather than the cost of
- . The cost method is used L
indicators of production - living labour. The value of
to calculate productivity S
Cost volume (gross, marketable at most modern production is affected by
(monetary) products, gross turnover, - changes in product range, the
enterprises >
regulatory cost of volume of cooperative
processing, gross income) deliveries, the volume of work
in progress, the dynamics of
product prices.

standard hours

Source: Own compilation.

A necessary prerequisite for determining labour productivity is the correct calculation of the
level and dynamics of labour productivity in all areas of the economy. Accounting for labour
productivity should be based on understanding its economic content, determining the main
indicators that should characterize the level of labour productivity in time and space. There are the
following requirements for measuring productivity:

1. Units of measurement must fully take into account the actual volume of work and time, to
ensure the unity of methods of measuring productivity.

2. Productivity indicators should be consolidated, cross-cutting, comparative, universal in
application, as well as have a high degree of generalization.

There are no universal indicators for calculating labour productivity, because they are directly
dependent on the industry. Thus, when analysing the activities of agricultural enterprises the
following groups of indicators must be used:

1. Production of gross output at comparable prices per average annual worker or person-hour.

2. Direct labour costs (in person-hours) for the production of a unit of agricultural product.
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The first group of indicators is used to characterize labour productivity in agriculture as a
whole, or its main industries — crop production and animal husbandry. It should be borne in mind
that comparing the levels of labour productivity in different sectors of agriculture, it is impossible to
compare its value levels in different industries or enterprises with different specialization or form of
ownership (Vitvitsky et al., 2006).

The second group of indicators is used to calculate labour productivity in the production of
certain products (grain, milk, sugar beet).

Figure 2 shows the dynamics of labour productivity in all sectors of the economy in Ukraine
over the past decade.

Labour productivity in Ukraine

18000
17500
17000
16500
16000
15500

15000

14807
14500

14000
13500

13000
2015 2016 2017 2018 2019

Figure 2. Labour productivity in Ukraine
Source: Ministry for Development of Economy, Trade and Agriculture of Ukraine, 2019.

According to the dynamics of labour productivity in all sectors of the economy of Ukraine
over the past decade, it is clear that last year the positive dynamics of labour productivity showed
the vast majority of economic activities. Negative dynamics of labour productivity is observed only
in forestry and fisheries, where the indicator decreased by 2.3%, in public administration and
defence (by 4.9%). Figure 3 shows the dynamics of the level of labour productivity in the national
agro-industrial complex.
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Figure 3. Labour productivity in agriculture
Source: Ministry for Development of Economy, Trade and Agriculture of Ukraine, 2019.

Thus, we can conclude that productivity is constantly changing under the influence of external
and internal factors that contribute to its increase or, conversely, decline. That is why the main task
of the organization's management is to ensure a constant increase in productivity, given their
impact. Factors of labour productivity are the driving forces, objective and subjective reasons that
affect labour productivity and determine its dynamics (Prokopivny, 2002). The action of factors,
their implementation and identification is closely dependent on natural and socio-economic
conditions. Factors that increase labour productivity include factors that improve the organization of
labour and production, as well as the social conditions of workers. Factors reducing labour
productivity are the adverse effects of natural conditions, imperfect organization of production and
labour, the impact of negative elements of the social environment.

Depending on the direction of action, two groups of factors can be distinguished:

1. Factors to increase productivity (corporate culture, employee motivation system, saving
time, organization of work space and work in general).

2. Factors reducing labour productivity (imperfect system of labour organization, low level of
labour discipline, disruptions in logistics, natural and climatic conditions).

Factors influencing productivity can be also conventionally divided according to the level of
influence into two groups:

1) external, which are beyond the control of an individual enterprise (change in the range due
to variability in demand, socio-economic conditions, etc.);

2) internal, which are under the control of the enterprise (technical equipment of personnel,
efficiency of labour incentive systems, etc.).

Table 3 presents the main groups of factors influencing productivity in accordance with their
content.
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Table 3
Groups of factors influencing productivity

Influencing factors Characteristics ‘

Automation and mechanization of production, reduction of
living labour costs, development and application of innovative
technologies, minimization of the use of all types of resources;

deepening specialization of equipment and others
Organization of material and technical supply, rational
distribution and cooperation of labour, organizational and
Organizational technical preparation of production, improvement of working
conditions, efficient use of enterprise personnel, rational
arrangement and others
The level of qualification of employees, the level of labour
discipline, change of ownership of the means of production,
the level of staff motivation, the development of industrial
democracy in the enterprise

Material and technical

Socio-economic

The system of regulation of social and labour relations, the

Economic, legal and regulatory methodological basis for increasing productivity

Source: Own compilation.

Internal factors influencing productivity are conventionally divided into “soft” and “solid”
ones. “Solid” factors include the quality of products, its compliance with consumer needs and
market requirements, as well as production technology, equipment, improving the efficiency of
materials and the development of efficient sources of supply. “Soft” factors include level of staff
skills, improving the level of work motivation, organizational structure and management style
(Zhukov and Poghosyan, 1991).

Given recent developments in the world, including the quarantine regime caused by the
COVID-19 pandemic, some companies have reconsidered their attitudes to work organization and
established a flexible system of work that is evolutionary. The State Employment Service of
Ukraine registered 387,500 people, of whom 71,400 were registered during the all-Ukrainian
quarantine period. According to experts, the unemployment rate in 2020 is 9.4% (Ukrains’ka
Pravda, 2020). For most national businesses, this is a new challenge that requires strict attention in
order to save business. After all, the main problem is to maintain a high level of productivity in a
new distance level of cooperation and the desire to stay in touch.

One of the “soft” internal factors influencing productivity is the organization of the workplace
and the format of interaction with colleagues or customers. Workspace planning and rational spatial
placement of equipment in the workplace is a necessary prerequisite for effective organization of
the work process that increase its productivity. According to the results of social surveys, it was
determined that there is a correlation between productivity and the format of interaction of
employees with colleagues or customers. For example, employees who interact with their
colleagues virtually at a fixed time during the day show a 16% increase in productivity. Those who
work at home in specially designated working rooms show a 5% smaller decrease in productivity
compared to those respondents who work in other rooms of their house or apartment. Employees,
who have a clear work schedule, i.e. start and end the working day at the same time and take breaks
at a fixed time, have high productivity (Colliers Global Work-from-Home Survey, 2020).
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Figure 4 shows changes in the productivity of workers after the start of the COVID-19
pandemic.

Labour productivity

Decreased Increased = Unchanged

Figure 4. Labour productivity since the beginning of the COVID-19 pandemic
Source: Modified after Colliers Global Work-from-Home Survey, 2020.

Thus, according to research, sociologists found that labour productivity remained unchanged
in half of respondents who work from home, 27% of respondents say that their productivity has
increased, and 23% felt that their productivity has fallen. Maximizing productivity is observed only
in the field of 1T-technology and media. The largest decline in productivity is observed in education
and research.

If we talk about the level of labour productivity in agriculture, today the national agro-
industrial complex lags behind the developed countries and has a negative trend. And the main
reasons for such a low level of productivity are:

1) deindustrialization of agricultural production;

2) low yields of agricultural products;

3) overwork;

4) irrational organization of production;

5) low level of rural infrastructure development;

6) worn-out production assets;

7) use of outdated technologies;

8) low wages.

Agriculture is an industry with slow capital turnover and high dependence on direct natural
and weather-climatic conditions, which needs support from the state. From the special fund of the
state budget the Law of Ukraine “On the State Budget of Ukraine for 2019” the Ministry of
Agrarian Policy and Food provides for expenditures of the special fund in the amount of 2671.7
million UAH, of which to support the development of agricultural enterprises — only 54.3 million
UAH that is 2% of the total. However, compared to the financing of the agro-industrial sector in
other countries of the world, Ukrainian state support for agriculture is scarce (Figure 5).
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Figure 5. State support of agriculture in the world and in Ukraine

Source: Compiled according to the analysis of information from the OECD and the state
budget of Ukraine (Kernasiuk, 2019).

Figure 5 shows that the highest level of state financial support per 1 ha of arable land in the
EU is $ 931.7, in Turkey — $ 839.2. In the US it reaches about $ 492.4, and in Canada — $ 121.8. In
general, the main trend of recent years is the reduction of direct state support for agricultural
producers in Ukraine and many countries. However, even in the event of its fall, this level of
support significantly exceeds that of Ukrainian farmers.

Analyzing the current state and main trends in the agro-industrial complex of Ukraine, it is
impossible not to notice that the change of ownership and new formats of management, although
contribute to the growth of labor productivity, but have little effect on its payment, which remains
low. Thus, the financial resources of most agricultural enterprises provide only a minimum level of
wages, using a direct piecework and a simple hourly wage system, in which the employee's income
depends on the work performed or time worked. Such wages have a low impact on the final results
of production. To increase the level of motivation and, as a result, labor productivity, it is necessary
to link the earnings of workers with the final results of the agricultural enterprise (volume of output,
level of income and profit).

One of the most important negative internal factors that significantly reduce the level of labor
productivity for many years remains an inefficient system of employee motivation, as well as
irrational organization of production. Therefore, at the state level it would be appropriate to
introduce a perfect system of regulation of the motivational process, which would provide a set of
economic, organizational, legal and administrative measures aimed at maximizing the efficiency of
agricultural production and modifying working conditions. The motivational mechanism of work in
the national agro-industrial complex has significant resources and potential for development, which
can provide the vital interests and needs of the employee.
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Increasing the level of labor efficiency is appropriate only when this process is based on
increasing the gross output of agriculture. In the developed countries of the world (Holland, France,
the USA, etc.) at the legislative level measures are introduced to limit the overproduction of certain
types of agricultural products. Thus, the increase in productivity occurs under the condition of
minimizing the volume of gross output (McConnell and Brue, 2004).

Another significant negative factor influencing the level of productivity in the national agro-
industrial complex is the expansion of shadow economic processes, which cause disparities in
socio-economic development not only in agriculture but also in the economy as a whole. In
addition, the shadow economy inhibits the expansion of incentives and state-building processes in
the country, does not contribute to the democratization of society (Lukashevich, 2012). The level of
the shadow economy in Ukraine in 2018 was 47.2% of the country's total GDP and increased
slightly compared to the previous year (46.8%). The basis for such indicators is the following types
of tax evasion:

1) concealment of business income;

2) concealment of the actual number of employees;

3) concealment of the actual amount of salary paid or salary “in envelopes” (Ukrains’ka
Pravda, 2019).

Today, the volume of GDP per hour worked is a generally accepted economic indicator that
characterizes labor productivity. It is based on international comparative analysis and assessment of
trends. It is more relevant for the characterization of the productivity indicator than the volume of
GDP per workable person. Today the leaders in terms of GDP per hour worked among the countries
of the world are Ireland, Latvia, Poland and Lithuania. In Ireland, due to the development of the IT
sector, work efficiency increased by 50% between 2010 and 2020, while the national average was
only 9%. Among other countries, an increase in GDP per hour worked is observed in China, due to
the fact that 48% of global investment (which is attracted by startups in the field of artificial
intelligence) was directed to the country, and 38% of it — to the United States (Shvabiy, 2019).

A separate problem is the lack of proper infrastructure for rural areas and businesses in
Ukrainian villages, which should be centres of economic development. Of the total population (42.1
million), the share of rural residents is 31.1%. In fact, in 10 years the rural population has decreased
by 16%. The economically active rural population aged 15 to 70 is now 5.6 million people. And the
employment rate of the rural population in 2019 was 62.2% (Zhurakovs’ka, 2013).

Agriculture is the most labour-intensive and unproductive sector of the national economy of
Ukraine, which in turn is the main budget-generating one. The main reason for the low level of
labour productivity is the lack of high-tech investment in agriculture. And any investment and
attracted human resources do not increase the scale of production, which has a negative tendency to
fall sharply. That is why the search for methods and ways to increase productivity should begin
with a revision of state economic policy. The essence of improving productivity is expressed in the
fact that any changes in the functioning of the organization should reduce working hours for the
production of goods, while increasing the amount of consumer value produced. Therefore, the
measures taken by the Ukrainian authorities to increase the level of labour efficiency in the agro-
industrial complex should be based on a comprehensive approach to rural development. Thus, the
countryside should become a centre of economic development, which is facilitated by the current
situation in the world market of agriculture. Rising food prices will continue for a long time and our
state must take advantage of the favourable situation. First of all, for the development of a powerful
agro-industrial complex, businesses must rely on stable rules of operation and clear rules of the
game for at least 5 years ahead, because systemic investments in agriculture are long-term projects
from 5 to 10 years.

Ukraine must increase its export potential in the direction of trade in finished products, not
raw materials. Therefore, it is necessary to direct the vector of development in the direction of deep
processing, which today, unfortunately, is almost absent.
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Thus, among the priority areas of development of the national agro-industrial complex are the
following:

1) high-tech investments in the agro-industrial complex;

2) deepening of processing;

3) development of infrastructure and entrepreneurship in rural areas;

4) technological re-equipment of the industry;

5) ensuring the predictability of the regulatory policy of the state;

6) improving the efficiency of public administration of the industry.

Modification of the tools of public administration of the agro-industrial complex and
increasing the role of local executive bodies should take place by redistributing finances in favor of
local authorities which are necessary for the implementation of measures for integrated rural
development. Increasing the level of labour productivity in the field of agriculture, firstly, should
minimize the level of production costs, and secondly — to increase the average wage. Absolute and
relative wage increases are a powerful tool for motivating employees, as well as for solving staffing
problems, which in turn will help solve the problem of low level of labour productivity.

Increasing labour productivity in agriculture is an important step in unlocking the export
potential of the national agro-industrial complex, and the problem of finding effective tools to
increase labour productivity requires a more detailed analysis of socio-economic processes such as
investment processes, socio-labour relations and wage reform.

CONCLUSION

Today, the national agro-industrial complex is a labour-intensive and unproductive sector of
Ukraine's economy, which in turn is the main budget-generating one. However, Ukrainian
agribusiness lags behind the developed countries of the world and has a negative tendency to
decline in labour productivity.

Based on the fact that agriculture is an industry with slow capital turnover and high
dependence on direct natural and weather-climatic conditions, it needs support from the state.
However, compared to the financing of the agro-industrial sector in other countries, Ukrainian state
support for agriculture is extremely low. That is why the main reason for the low level of labour
productivity is the low effect and deficit of high-tech investments in agriculture, as well as the
insufficient level of state support for the industry, compared to the same indicator in other countries.

Therefore, the Ukrainian government, using foreign experience, should develop effective
mechanisms to equalize the support of the national agricultural producer in order to increase
productivity and ensure competitive advantages with foreign farmers who have a much higher level.

Thus, the measures taken by the Ukrainian authorities to increase the level of labour
productivity in agriculture and the modification of management methods in agribusiness enterprises
are an important step towards revealing the export potential of the agro-industrial complex of
Ukraine.
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YIIPABJIHHA IPOAYKTHUBHICTIO ITPALIL )
HA IMIIAITPUEMCTBAX CIJIBCBKOI'OCITIOJAPCBKOI I'AJTIY31 YKPAIHHU

Byxapina Jlrogmuna Iumkin BikTop Onnmenko Okcana
MuxaiijgiBHa OnexkcanapoBu4 AHaToJiiBHA
3anopizvkuii HayioHatbHUT 3anopizvkuii HayioHaIbHU 3anopizbkuti HayYioHATLHULL
YHieepcumem YHieepcumem YHieepcumem
3anopiscocs, YVrpaina 3anopixcocs, Yrpaina 3anopisxcacs, Yrpaina

ATpOnpoMHUCIIOBUN KOMILJIEKC € OJHHUM 3 OCHOBHUX OHOKETOPOPMYIOUHX CEKTOPIB
HaI[lOHAIBHOI €KOHOMIKM YKpaiHu, arpoOi3Hec BiJIKpUBAa€ IMEPCIEKTUBU JilepcTBa I HAIol
Jep>KaBH Ha CBITOBOMY pUHKY. TOMY, BaXKJTMBUM KPOKOM JUIsSi PO3KPUTTS €KCIIOPTHOTO TIOTEHIIATY
ykpaincekoi mnponykuii AIIK e anami3 akTyanbHUX NpoOJieM Ta MOMIYK NUISXIB IMOCHJICHHS
KOHKYPEHTHUX TMO3MLiN VYKpaiHI Ha CBITOBOMY pPHHKY, 30KpeMa 3a PpPaxyHOK IiIBUILEHHS
NPOAYKTUBHOCTI Mpalli, sIKa € OJHUM 13 HalBaKIMBIIIUX KPUTEPIiB OLIHKU JISUIBHOCTI OYyIb-sIKOi
€KOHOMIYHOI CUCTEMH. METOI0 CTaTTI € TOCIIKEHHSI aKTyaJIbHOTO PiBHS MPOJYKTUBHOCTI Mpalll B
HAI[lOHAJIBHOMY arpolpOMHUCIOBOMY CEKTOpi, TMOPIBHSAJIBHMMA aHai3 METOMIB  YIpaBIIiHHS
pEe3yJIbTaTUBHICTIO Tpalll B YKpaiHi Ta PO3BHMHEHHMX KpaiHaX CBITY, a TaK0X IOIIYK IUISXIB
MiABUILEHHS MPOJYKTHBHOCTI Mpalli B ramy3i CUIbCHKOI'O T'OCIOJAPCTBA, 33 PaXyHOK JIKBiJaIil
ocHOBHHUX Oap’epiB po3BuTkKy AIIK Vkpainu. Pesympraté moCHiPKeHHsS BUCBITIIOIOTH MPUYWHU
HU3BKOTO PiBHS MPOAYKTUBHOCTI Mpall Ta NPOMOHYIOTh MPIOPUTETHI HANIPSIMU MOJITUKH JIep’KaBU
13 po3BUTKY HarionansHoro AITK.

KurouoBi cioBa: arponpoMucioBUil KOMIUIEKC, €KCIIOPTHHUM MMOTEHIIad, MPOIYyKTHBHICTh
npalli, CUTbChbKE TOCMOIApPCTBO, ISP KaBHE PEryIIOBaHHS.
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YIIPABJIEHUE IMTPOU3BOAUTEJIBHOCTBIO TPY A
HA IIPEJIMIPUATUAX CEJTbCKOXO3SIMCTBEHHOM OTPACJIN YKPAUHBI

byxapuna JIroamuia HInmkun Bukrop Onumenko Okcana
MuxaijioBHA AJleKCaHAPOBUY AHATOJILeBHA
3anopoostcckuil HAYUOHANLHBIL  3aANOPONCCKUL HAYUOHATbHBIL — 3ANOPOACCKUL HAYUOHANbHBLU
VHU8epcumem VHU8epcumem VHU8epcumem
3anopooicwve, Ykpauna 3anopooicwve, Ykpauna 3anopooicve, Ykpauna

ATpOTIPOMBIIIUICHHBI KOMIUIEKC SIBIIICTCSI OJHUM U3 OCHOBHBIX OIO/KETO0OPa3yIOLINX
CEKTOPOB HAI[MOHAJILHOM 3KOHOMHUKH YKpauHbI, arpoOU3HEC OTKPHIBAET MEPCIEKTUBBI JTUAECPCTBA
JUId HAIIero TocyJapcTBa Ha MHUPOBOM pbIHKE. [lo3ToMy, BakKHBIM IIAroM JUIsl PacKpbITUS
HKCIIOPTHOTO MOoTeHIuana ykpaunckoit npoaykuuu AIIK sBisercs aHanu3 akTyalbHBIX po0IeM U
IIOMCK IyTE€H YCWJIEHUS KOHKYPEHTHBIX MO3MLUH YKpauHbl HA MUPOBOM pBIHKE, B TOM YHUCIE, 32
CYEeT TMOBBILIEHUS MPOU3BOJUTEIBHOCTH TpyAda, KOTOpas SBISETCS OJAHUM U3 Ba)XKHEHIIMX
KPUTEPUEB OLIEHKHU JAESITEIbHOCTU JII000M 3KOHOMHUYECKOW cucTeMbl. Llenbio craThu siBIsSETCS
HCCIEAOBAHUE  AKTYyaJIbHOTO  YPOBHS  IPOU3BOAMTEIBHOCTH  Tpyda B  HAlUMOHAJIbHOM
arpornpoMBbIIIJIEHHOM CEKTOPE, CPABHUTEIbHBIA aHAIN3 METOAOB YIPABJICHUS PE3yJIbTaTUBHOCTHIO
TpyZa B YKpauHe U Pa3BUTBIX CTpPaHAX MHUpaA, a TAaKXKE IMOUCK MYyTel MOBBILIECHUS
IIPOU3BOJUTENILHOCTH TPyAa B OTPACiM CEJIbCKOTO XO35AHCTBA, 3@ CUET JIMKBUAALMU OCHOBHBIX
6aprepoB pazButus AIIK VYkpaunel. Pe3ynbrarhl umccienoBaHusi OCBEIIAIOT NMPUYMHBI HU3KOTO
YPOBHSI IPOU3BOJIUTENIBHOCTH Tpyda M MpeUlaraloT IPUOPUTETHBIE HANPABICHUS MOJUTUKU
rocyAapcTna 1no pa3BuTHuio HauuoHanbHoro AIIK.

KiroueBble  c1oBa:  arponpOMBINUIEHHBIH — KOMIUIEKC,  AKCIOPTHBIM  MOTEHLMAI,
MIPOU3BOUTENBHOCTD TPY/Ia, CENBCKOE X035MCTBO, TOCYIAPCTBEHHOE PETYIUPOBAHHE.
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Abstract. Natural disasters are one of the impacts on environmental dynamics, both natural
and as a result of human behavior. The Destana (Disaster Resilient Village) policy is one of the
programs created by BNPB (National Disaster Management Agency) and implemented by BPBD
(Regional Disaster Management Agency) as one of the government's efforts in dealing with disaster
problems. The purpose of the study is to describe how Destana plays an optimal role in increasing
community preparedness in dealing with floods. Using a qualitative approach, this study conducted
observations on 11 Destana in Bojonegoro, conducted interviews with BPBD and each Destana
coordinator and documented the activities Destana had carried out to improve community
preparedness. The first finding in the implementation of Destana is a medium for the community
together with stakeholders in disaster management to carry out activities related to increasing
community knowledge about flood preparedness. The second result is that through Destana the
community becomes more aware of its environment and has a responsibility to protect itself.
Finally, there is a pattern of optimizing the use of rural resources to be used in every Destana
activity. The three results indicate that Destana has been used and is running optimally in an effort
to increase community preparedness in facing flood disasters. Optimizing the use of Destana in this
study shows that the community plays an active role by utilizing their local knowledge and
resources. In addition, the government remains the main actor in implementing disaster
preparedness policies.

Keywords: policy implementation, Destana, flood disaster, preparedness.
JEL Classification: D78, J24, R58.
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INTRODUCTION

Disaster is a phenomenon that we cannot avoid in environmental development. Disasters
themselves have become an important part of scientific development today. This proves that
disasters are indeed an important part and should not be ignored so that humans can continue their
lives properly. It is a shared responsibility to create a sustainable system regarding the environment
and its use. Sustainable efforts are a challenge for both the community, government and all existing
stakeholders, especially in disaster. The government is indeed an important part of disaster
management efforts in a country. The government has an obligation to protect its territory and the
people who live in the areas they lead, of course by optimizing all their capabilities (Bramley and
Kirk, 2005; Patel, 2014; Parthasarathy, 2015).

Indonesia is a country with quite specific geographical, climatic and hydrological conditions
that trigger many natural disasters (BNPB, 2017). The disaster, which was dominated by flooding
for the last 5 years or so, has made the government and society more concerned about this flood
disaster. The trends of disaster events in Indonesia during 2014 to 2019 can be seen in Table 1
below.

Table 1
Trends of disaster events in Indonesia in 2014 — 2019

No Disaster Total
1 Flood 7.768
2 Landslide 4.748
3 Abrasion 281
4 Tornado 6.047
5 Drought 1.204
6 Forest and Land Fires 929
7 Earthquake 145
8 Tsunami 5
9 Earthquake and Tsunami 1
10 Volcanic Eruption 111

Source: Calculated by authors based on BNPB statistical data, 2014-2019.

The data in table 1 illustrates that flood disasters have been the most frequent disasters for 5
consecutive years, starting from 2014 to 2019. A total of 7,768 flood events have occurred in 5
years, of course, making each region continue to be aware of the disasters that occur. The number of
flood disasters each year is not the same and shows fluctuating developments with various causes of
flooding as part of natural disasters. Table 2 states that the development of the number of flood
events in each year is a separate form of alertness for each region.
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Table 2
Number of floods in Indonesia in 2014 — 2019

Year National Flood East Java Flood
2019 790 99
2018 679 84
2017 979 130
2016 824 148
2015 525 87
2014 596 76

Source: Calculated by author based on BNPB statistical data, 2014-2019.

The development of the number of flood events on a national and local scale, namely in East
Java, which has been listed in table 2 illustrates a complicated problem that flooding as the most
frequent disaster can occur at any time and the community must continue to be vigilant. There is an
increasing trend every year, namely 2014 to 2016 and 2018 to 2019, which is a separate warning to
the regions to continue to increase their awareness of flood disasters. Efforts to deal with disasters
and also to increase awareness of the region and also the community are a challenge in facing
floods. Regions have their own way of resolving disasters in their respective territories, this is a part
of institutional decentralization in disaster management. (Korthal, 2002; Patel, 2014) The research
on disaster management speaks a lot about institutions or government (Kusumasari, et al, 2010;
Mashi et al, 2019; Sant'anna, 2018), about community involvement in the implementation of
disaster policy (Ireni-Saban, 2013; Habibullah, 2013; Siriporananon et al, 2018; Otani et al, 2018),
while disaster preparedness and mitigation (Rusli, et al, 2018; Tiwow, et al, 2019) are also an
important concern in the studies.

The government, both at the central and regional levels, has issued various policies related to
disaster management starting from the mitigation process, emergency response to recovery. This
policy was initiated from the existence of Law (UU) No. 24 of 2007 concerning disaster
management, followed by the existence of Government Regulation (PP) No. 21 of 2007, and at the
local level in Bojonegoro District, a policy of Bojonegoro District Regulation No. 7 of 2012 on the
prevention of disasters was made. In addition to these disaster management policies that are used as
a reference, there are policies from the government regarding disaster management systems that
involve the community as a form of community preparedness. The government must take part in
efforts to improve community preparedness in dealing with disasters by facilitating the entire
process (Helsloot and Ruitenberg, 2004).

The Disaster Resilient Village Program (Destana) is a program to improve community
preparedness in the face of disasters. The implementation of the Destana program is regulated in
Regulation of the Head of the National Disaster Management Agency Number 1 of 2012
concerning General Guidelines for Disaster Resilient Villages / Villages (Perka BNPB No. 1/2012).
The implementation of this Destana policy is an important part to pay attention to in an effort to
improve community preparedness in facing disasters. This program suggests that people are being
educated to be more independent and adaptive in dealing with disasters. The implementation of the
Destana program and the success of this program are very closely dependent on the community in


https://doi.org/10.26661/2522-1566/2021-1/15-08

MANAGEMENT AND ENTREPRENEURSHIP: TRENDS OF DEVELOPMENT
ISSUE 1 (15), 2021

its efforts to overcome it. This article describes how the community implements the Destana
program so that their preparedness in facing disasters can be well and strong.

LITERATURE REVIEW

The literature review in this article is divided into two groups, the first is policy
implementation and the second is disaster management. In principle, policy implementation is about
how a policy is implemented by the organization properly. (Munawaroh, 2019). In policy
implementation theory, it is stated that policies are implemented by an organization. Observations
in policy implementation are carried out starting from the time the policy is ordered to an
organization so as to create its dynamic implementation within the organization. (Montjoy and
O'Toole, 1979). The policy implementation process model presents a relationship between each
sub-system to form a process in policy implementation within an organization. Van Meter and Van
Horn (1975) describe the cycle of the policy delivery process model as in Figure 1 below:

The Environment Of The System

Demand and Conver3|on Policy Performance
resources Process
I Feedback ‘

Figure 1. Policy Delivery Process
Source: Adapted from Van Meter, D. S., and Van Horn, C. E. (1975).

Figure 1 shows that there are six components in the policy implementation process. The first
component is the environment, namely the environment that can make government officials provide
a policy and receive products from their policies. The second component is the demands and
resources from the environment on policy makers. The third component is the conversion process in
which there is a formal structure and government procedures. This conversion process includes a
process that converts requests and resources into a policy. The fourth component is policy, where
this policy describes the formal goals, intentions, or statements of government officials. Next is the
fifth component, namely policy performance, where the policy performance will be closely related
to policy users. The final component is the policy feedback, the results of which will be the
demands and resources going forward.

This component is an important part of implementing policies in an organization, that a policy
and its implementation are strongly influenced by the environment of the existing system. In
developing countries policy implementation is strongly influenced by the existing system
environment. This is illustrated by the output of existing policies and tends to be ambitious towards
expanding development and social reform. Many factors can weaken government policies, namely
lack of human resources, weak control from the leadership, policy opposition, and corrupt behavior.
(Smith, 1973). The problems resulted from public policy both to the government and society make


https://management-journal.org.ua/index.php/journal

Ningtyas, T., Larasati, E., Warsono, H. and Purnaweni, H. (2021), “Optimization of Destana policies (Resilience
Disaster Village) to improve community preparedness for flood disaster in Bojonegoro District, Indonesia”,
Management and entrepreneurship: trends of development, 1(15), pp. 113-126. Available at:
https://doi.org/10.26661/2522-1566/2021-1/15-08

the policy implementation process room to develop. Figure 2 shows that there are important
components in the policy implementation process. (Smith, 1973).

Implementation <. Target
organization  ---» group
Po"cy T A AA

7 _ by Y AR Tensions
maxing —-sf Policy —» '+ | ldealized policy '
process t . ¥
A \ 4 E # v

Environmental factors
Transaction

v

Feedback Institution

Figure 2 Policy Implementation Process
Source: Adapted from Smith (1973).

According to Figure 2 there are four important components in the policy implementation
process. The first component is the ideal policy, the second component is the implementing
organization, the third component is the target group, and the fourth component is environmental
factors. When policies are implemented, interactions within and among the components of the
policy implementation system generate discrepancies and tensions. Tensions produce transaction
patterns that have the purpose of the policy and it is possible that transaction patterns can result in
institutionalization. Feedback in the form of easing or increasing tensions turns into the tension
generating matrix of transaction patterns and institutions.

The second. The literature on disaster management in the previous research on disaster policy
implementation also received serious attention in policy developments on the topic of disaster.
Disaster preparedness is measured through 5 elements, namely: disaster knowledge, disaster
policies, disaster preparedness plans, early warning systems and the ability to mobilize resources
(Deny Hidayati et al, 2006). In the disaster preparedness process a linkage between each of the
existing elements is needed for the community to understand the subject and create a disaster-
prepared community. Therefore, it is very important to emphasize disaster preparedness, especially
at the community level to minimize losses from future disasters. (Ainuddin and Routray, 2012)

The Disaster Resilient Village Program (Destana) itself was created to prepare communities
and regions so that they are better prepared in the event of a disaster at any time in the area. This
readiness can be seen through indicators of risk reduction and disaster impact. Destana aims at
community-based disaster management in the area with organizational components that include not
only volunteer teams but from the Disaster Risk Reduction Forum (FPRB), facilitators and other
stakeholders. (Habibullah, 2013). The community and other stakeholders are very important to be
involved in the disaster management process because in disaster prevention the government and
intervention from institutions will not be sufficient to overcome the dynamics developing in the
community. (Yodmani, 2001).

When local people are given the freedom to care more about their environment, they are often
not aware of the importance of disaster management as the information on disaster vulnerability in
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the area is weak and the community's ability to handle it is insufficient as well due to the lack of
local resources and facilities for disaster management. (Yodmani, 2001). The pattern of community
development in an effort to build disaster preparedness is characterized by high social capital and
careful decision making. (Buckland and Rahman, 1999). In addition, there are NGOs that position
themselves as advocacy teams and legal support for local communities in the face of increased risk
of disasters due to nature, development or human-caused environmental damage (Luna, 2001).

There are efforts to develop local capacity so that they are able to build a disaster
preparedness system. It consists of four actions, namely a) dissemination of technical information
and provision of training; b) increase awareness of disaster risk and vulnerability; c) exploring local
knowledge and resources; d) mobilizing local communities. (Allen, 2006). Raising public
awareness on point b is very important and is achieved by carrying out an education process about
disasters. It can increase the response of citizens about their readiness to face disasters in the future.
(Hafida, 2019). Figure 3 below shows how the Destana policy implementation process can improve
community preparedness.

The Environment of the System

Demand and Conversion Policy Performance

resources Process
Implementation | Target group _, ldealized L)) Environmental
organization «- «- policy «- factors

-

Disaster Preparedness

K

Disseminating Upgrading Exploring Mobilizing

technical information awareness of local local

and training disaster risk and knowledge communities
vulnerability and resources

Figure 3 The Destana Policy Implementation Process in an effort to improve community
preparedness

Source: Adapted from Smith (1973), Van Meter and Van Horn (1975) and Allen (2006).

Figure 3 can explain how a policy can work well and achieve the desired goals. So the chain
of command and objectives in implementing a policy must be considered. The number of
commands in a policy makes the implementation of the policy unable to be carried out by one party
but requires the participation of more than one party. This makes the implementation of the policy
difficult to control by just one actor, but each party concerned must coordinate with each other
(Montjoy and O'Toole, 1979). It was also stated that the effectiveness of policy implementation
requires bottom-up coordination so that it can provide legitimacy and lead to effective
collaboration. (O'Toole Jr, 2004). The collaboration is needed to provide social, economic and
environmental developments and overcome a tendency to develop vulnerability risks in society in
the future. (Kapucu et al, 2013).
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PAPER OBJECTIVE

This study aims to describe how to optimize Destana's role in increasing community
preparedness in floods. This optimization will be illustrated using a policy performance process
model adapted from Smith (1973), Van Meter and Van Horn (1975) and Allen (2006). This model
will be used by the authors to describe, identify, map and analyze policy performance indicators so
that the implementation of the Destana policy can work optimally in improving disaster
preparedness in Bojonegoro Regency.

METHODOLOGY

There is used a qualitative approach with descriptive analysis in this article. The data were
collected through observation, interviews and documentation. Observations were made by
observing the development and implementation of activities in the Resilient Disaster Village
(Destana), Bojonegoro District. Interviews were conducted with informants, namely the Head of the
Mitigation Section at the Regional Disaster Management Agency (BPBD) Bojonegoro District as
well as the Village and Community Heads from 11 Resilient Disaster Villages. The 11 villages are
Piyak Village, Kabalan Village, Cangakan Village, Sarangan Village, Kedungprimpen Village,
Gedongarum Village, Kalisari Village, Tulungagung Village, Bogo Village, Mojo Village and
Pilangsari Village.

Furthermore, documentation is also carried out in the data collection process by collecting
information from secondary data in the form of policies, written reports and visual reports. The data
collected was validated using the triangulation technique of data sources, namely conducting cross-
checks of information from informants as well as from observation data and documentation that had
been collected. The analysis technique was performed using an Interactive Model by Miles and
Huberman (1992). After the data is collected, data reduction is carried out where the information
that has been collected is identified in order to produce the data needed to answer the research
questions. The last is reporting, which is compiling a systematic report from the data that has been
identified so that a conclusion and solution to the problems in the research can be obtained.

RESULT AND DISCUSSION
1. The Destana Policy Implementation Process

The process of implementing the Destana policy is carried out by a village-level organization
where the community also takes part in its implementation. There are four elements in the
implementation of the Destana policy. First is the implementing organization, second is the target
group, third is the ideal policy, fourth is the environmental factor.

a. In the first element, namely the implementing organization, the Destana program is
carried out by the Village with all its instruments which are directly monitored by the Regional
Disaster Management Agency (BPBD). At 11 Destana in Bojonegoro District, the Village Head
was asked to appoint a volunteer coordinator, where the coordinator would later lead the volunteer
team and forward disaster information from BPBD. The volunteer formed the name Working Group
(Pokja) in which there were activities about the Destana program.

b. The second element is the target group, in Destana the target group here is the people
in the Disaster Resilient Village. The entire community must participate in mitigation efforts and
improve disaster preparedness. Therefore, Destana's volunteer coordinator formed a team to later
guide residents in the form of socialization and training on disasters. The team in each Destana in
Bojonegoro District consists of approximately 30 people who have different competency
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backgrounds, ranging from village officials, community leaders, village midwives, security, youth
leaders and so on.

C. The third element is the ideal policy in the Destana program. The Destana Program is
a program created by the National Disaster Management Agency with the main objective of
reducing disaster risk in disaster-prone areas. The government strives to reduce disaster risk by
increasing the capacity of village institutions by involving the community so that they can be
adaptive and ready to face disasters that have already occurred or those that will occur. Destana in
Bojonegoro District has shown a pattern for institutions to be more active in efforts to reduce
disaster risk and prepare people for disasters. This is evidenced by the reduced impact caused by the
flood disaster in Bojonegoro District. In addition, the public knows more about disaster information
and the level of compliance with disaster information has also increased.

d. The fourth element is environmental factors, in the implementation of the Destana
Program in Bojonegoro District this environmental factor consists of the external and internal
environment. External factors are the environmental conditions of the area and the institution itself,
Bojonegoro District is a disaster-prone area, especially floods and droughts. The high fluctuation of
water discharge makes it prone to natural disasters in every season. During the rainy season the
water flow is large, the river basin will be flooded, on the contrary, when the dry season the water
discharge is small, the water will not come out of the source, causing drought. Facilities and
infrastructure are needed to anticipate this disaster. Destana in Bojonegoro District has also various
activities which are budgeted by BPBD Bojonegoro District. The construction of embankments, tree
planting, and other structural mitigation are also carried out to increase the capacity of villages in
disaster preparedness. Internal factors, namely motivation and public awareness of the importance
of prevention and preparation for disasters, are also carried out by conducting activities on disaster
education in the form of socialization and training on disaster mitigation to all elements of society.

2. Optimization Destana to Improve Community Preparedness

The Destana policy implementation process is divided into four important elements in its
implementation. Destana, which has the goal of reducing disaster risk in communities in disaster-
prone areas, is manifested in community preparedness in facing disasters. Of course, the
implementation process for each element of the Destana policy must be synchronized with its
objective, namely disaster preparedness. Disaster preparedness is measured through the four actions
described below.

a. Disseminating technical information and providing training

The Destana program that has existed in Bojonegoro District since 2017 has grown rapidly,
each year adding 5 villages that are trained and formalized as Disaster Resilient Villages. The
information was given to both the residents and the Destana coordinators in each village to urge
them to care about environmental developments as well as information about disaster risks in their
area. The village head was appointed a Destana coordinator who then formed a Destana volunteer
team. This team of volunteers is given training by BPBD in collaboration with related agencies in
disaster management efforts. The volunteer team is given training for approximately 7 days in
accordance with their respective fields. The health team consists of village midwives, an education
and counselling team consisting of the village teachers, a security team consisting of the village
security officers, and village youth and volunteers who will be given ongoing training by those who
have received training from the BPBD. The implementation of the Destana Program is a medium
for the community and stakeholders in disaster management to carry out activities related to
increasing community knowledge about flood preparedness. Besides the apparatus and the
community, the stakeholders here are also NGOs that provide disaster information and disaster
mitigation training through their cadres and later this will be socialized to the general public in the
village.
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b. Increasing awareness of disaster risks and vulnerabilities

Public awareness is also an important part of disaster management. People who are aware of
disaster risks are considered to be more concerned about the environment so that they can minimize
the risk and impact of disasters. The existence of a disaster curriculum that has been created by the
Bojonegoro District government has made the Destana team take part in the process of socialization
and disaster education in educational institutions both formally and informally. The curriculum in
education is made on the basis of the needs of the object by taking into account the availability of
resources, and other supporting factors. (Zamili, 2020). Thus the disaster curriculum in Bojonegoro
District was created because people really need it. The Coordinator and the Destana team
participated in several events on disaster mitigation training for children and adolescents in the
village environment. This collaborative pattern makes community awareness efforts in the village
about disaster risk and vulnerability more effective. The results range from children to the elderly,
the community knows how they act when a disaster occurs, about their efforts to minimize the
impact of disasters and how to recover from existing disasters, both from material and
psychological aspects. Through Destana the community becomes more aware of their environment
and has a responsibility to protect it.

C. Exploring local knowledge and resources

The potential of local resources in each region is not the same, so how to use them does not
have to be the same. In Bojonegoro District each village has not the same resource potential, both
human and natural. In one of Destana, starfruit agro-tourism also offers flood tourism, where
tourists can still enter tourist sites in a flooded state by taking a boat and picking starfruit on the
boat when it is flooded. In addition, utilizing tourism potential also exists in the Destana area where
there are dams and reservoirs as part of the government's efforts to overcome large water flow
fluctuations. The development of the tourism sector can encourage the realization of cleanliness,
health, environmental conservation programs as well as great benefits for the sustainability of
people's lives. (Lestari, 2020). In implementing the Destana activities the community also uses
existing resources in the area to improve community competence regarding disasters. One of the
local resources is the knowledge of the village community to detect disasters by looking at natural
responses, be it plants or their surroundings. This has greatly helped the successful implementation
of the Destana activities to reduce the disaster risk. In conclusion, the pattern of optimizing the use
of rural resources is used in every Destana activity.

d. Mobilizing local communities

The movement of rural communities is indeed a separate concern of conventional village
communities vulnerable to the impact of cultural developments. The new information makes all
sectors cooperate with one another in implementing disaster policies. Fostering public awareness so
that they move in a sustainable manner to remain concerned about the environment and disasters is
the main task of the Destana volunteer team. At Destana in Bojonegoro District the local
community is quite active in playing a role in the implementation of the Destana program. This is
evidenced by the enthusiasm of the community when conducting periodic disaster mitigation
trainings. In addition, the local community has qualified local knowledge related to disasters, so it
only needs to be synchronized with government programs in disaster management. This
synchronization will later create an adaptive and collaborative policy in disaster management.

At these four stages, efforts have been made to maximize the implementation of Destana. So
that it can be judged that the optimization of the implementation of Destana has been carried out by
all components that play a role in the implementation of the Disaster Resilient Village policy in
Bojonegoro District. Figure 4 below describes the work pattern of the Destana policy
implementation in an effort to increase community preparedness in facing flood disasters in
Bojonegoro District.
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information and training by risk and vulnerability through resources in the illustrated that local people
appointing the village head to education and training on implementation of the have qualified local
form a Destana coordinator and disaster. Education is assisted by Destana activities, the knowledge related to disasters
volunteer team. then give the existence of a disaster community also uses existing so that synchronization with
training by BPBD in each field curriculum. Training and resources in the area to government programs in
selected by the volunteer, outreach was conducted by improve community disaster management can
involving the relevant agencies. Destana village coordinators and competence regarding create adaptive and
BPBD. A collaborative system disasters, both resources collaborative policies in
between stakeholders makes regarding local knowledge disaster management.
Destana increasingly producing and the potential of local
optimal performance. natural resources.

Figure 4 Implementation of the Destana policies for community preparedness in Bojonegoro
District

Source: Own compilation.

In Figure 4 it is described that the Destana policy implementation is measured through four
elements, namely the implementation organization, target group, idealized policy and
environmental factors. Meanwhile, to realize community preparedness through Destana it is seen by
four indicators, namely disseminating technical information and training, upgrading awareness of
disaster risk and wvulnerability, exploring local knowledge and resources, mobilizing local
communities.

CONCLUSSION

In the implementation of disaster resilient village policies the first four important elements are
obtained, namely Implementation organization is a Village with all its instruments under the
supervision of the BPBD. The second element is the Target group, here is the community in
Disaster Resilient Village (Destana) led by the Destana coordinator. Third is the idealized policy in
Destana which means that the community can care more about disasters so that the risks and
impacts can be reduced. The last element is environmental factors composed of the existing
facilities and infrastructure in the village as well as motivation and public awareness.

In optimizing the Destana policy to improve community preparedness in facing disasters, four
indicators of preparedness were found. The first is disseminating technical information and training
by appointing the village head to form a Destana coordinator and volunteer team through training
by BPBD in each field that has been selected by the volunteer, involving the relevant agencies.
Second is upgrading awareness of disaster risk and vulnerability through education and training on
disasters. Education is assisted by the existence of a disaster curriculum. Training and outreach was
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conducted by the Destana village coordinators and BPBD. A collaborative system between
stakeholders makes Destana increasingly producing optimal performance. The third is to explore
local knowledge and resources in the implementation of the Destana activities. The community also
uses existing resources in the area to improve community competence regarding disasters, both
resources regarding local knowledge and the potential of local natural resources. Finally, mobilizing
local communities proves that local people have qualified local knowledge related to disasters so
that the synchronization with government programs in disaster management can create adaptive and
collaborative policies in disaster management.
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CruxiiiHi nuxa — 1e OAWH 13 BIUIMBIB Ha IWHAMIKy HaBKOJIMIIHBOTO CEPENOBHUINA, SK
MIPUPOJIHUM, TaK 1 pe3yibTaT Jt0AChKO1 moBeninku. [lomituka Destana (ceno, cTiiike 70 CTUXIHHUX
nuXx) — ojiHa 3 porpam, ctBopennx BNPB (HarionanpHe areHTCTBO 3 MUTaHb JiKBiAallii HACTiAKIB
CTUXIHHUX JMX) Ta peanizoByBaHuXx BPBD (PerioHanbHe areHTCTBO 3 YHpPAaBIIHHSA CTUXIHHUMHU
JUXaMHU) SK OJIHA 13 3yCUITb YPSy IIOJ0 BUPIMIEHHS MpoOiaeM CTUXIMHUX JuX. MeTa qochiKeHHS
MoJIArae B TOMY, 1100 onucary, sk JlecraHa Biairpae oNTUMalbHY POJb Y MiABUIIEHHI TOTOBHOCTI
rpomMaad A0 OOpOTHOM 3 TMOBEHSMU. BUKOPHUCTOBYIOUM SKICHHM WiAXiA, 1€ JOCITIIKEHHS
npoBoAmiio crnoctepexxeHHs 3a 11 Jlecranamu y Boxoneropo, npoBoausnio inteps’to 3 BPBD Ta
KOXXHUM KoopauHaTopoM JlecTaHu Ta JOKYMEHTYBAJO JiSIbHICTh, Ky JlecTaHa mpoBoauia AJs
MOKpaIleHHs! TOTOBHOCTI Tpomau. [lepmuii BUCHOBOK y BIpoBajpkeHHI JlectaHa — 1e 3aci6 s
CIUIBHOTH CHUIBHO 13 3aI[iKaBJICHUMH CTOPOHAMM B Tally3l yIpaBliHHSA KaTtacTpodamu ajs
3MIMCHEHHST 3aXOJIiB, MOB’S3aHUX 13 MIJBUINIEHHSAM 3HaHb TPOMAaU PO TOTOBHICTH IO TOBEHI.
Jlpyruii pe3yabTar mojsrae B ToMy, 1o 3aBsKku Jlectani rpomaza crae OuIbl 00i13HAHOIO PO CBOE
OTOYEHHS 1 HEce BIAMOBIAAIBHICTE 3a 3axucT cebe. Hapemri, icHye cxema onTuMizarii
BUKOPHUCTAHHS CUIbCHKUX PECypCiB, sIka BUKOPHUCTOBYBATUMETHCS B KOXKHiHM JisutbHOCTI [lecTanu.
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Lli Tpu pesymbTaTH BKa3ylTh Ha Te, 1m0 JlecTaHa BHUKOPHCTOBYETHCS 1 MPAIIOE ONTHMAIBHO,
HAMararo4uch MiJBUIIMTH TOTOBHICTh TpoMaad a0 OopoTeOM 3 moBeHsMH. Omntumizamis
BUKOpUCTaHHs JlecTaHW y 1bOMY IOCII/KEHHI IMOKa3ye, MO0 TpoMaja BiJlirpa€ aKTUBHY DPOJIb,
BUKOPHCTOBYIOUM CBOi MICIIEBI 3HaHHS Ta pecypcu. KpiM TOro, ypsi 3alMIIaeThCsi TOJIOBHOIO
JiH0BOIO0 0CO00I0 Y peaizarii MoJITUKH TOTOBHOCTI 10 CTUXIMHHUX JIUX.

Kurouosi ciioBa: peanizariis momituky, Jlectana, karactpoda, HOBEeHi, TOTOBHICTb.

ONTUMM3ALMS MOJUTUKU JECTAHA (JEPEBHSI YCTOMUUBOCTH) 1151
MOBBIIEHUSI TOTOBHOCTH COOBILECTBA K HABOJHEHUIO
B PAIOHE BO/UKOHEI'OPO, UH/IOHE3US
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Cruxuiinpie O€JCTBUS — OJHO W3 BO3JEHCTBUI Ha JMHAMHUKY OKPYXKAIOIIEW Cpeibl, Kak
MPUPOJHBIX, TAaK U B pe3yibTare uenoBedeckoro noseneHus. [lonmutuka «Jlecrana» («lepeBHs,
yCTOHYMBAs K CTUXUIHBIM OEICTBUSAM») — OFHA U3 IporpamM, co3naHHeix BNPB (HanuonansHoe
areHTCTBO M0 YIPaBJICHUIO CTUXUHHBIMU OencTBusMU) U peanusyeMbix BPBD (Peruonanbnoe
areHTCTBO IO YIPABJIECHUIO CTUXUIHBIMU O€ACTBUSMM) B Ka4eCTBE OJHOW M3 MEp IPaBUTEIbCTBA
0 peuIeHuo mpobiieM cTUXuiHbIX OeacTBuil. Llens uccnenoBanus — onucarb, kak [lecrana urpaer
ONTUMAJIbHYIO POJIb B MOBBIIIEHUH TOTOBHOCTH HaceleHUsl K 00pbOe ¢ HaBoAHEHUSIMHU. Vcnonb3yst
KaueCTBEHHBIN MOJXO], B ’TOM HCCIIEOBaHUU ObUIH MpoBeaeHbl HabmoaeHus 3a 11 Jlecranamu B
bomxoneropo, mnposeneHsl uHTEPBbO ¢ BPBD u kaxknaeiM koopauHatopoMm JlectaHbl
3aI0KyMEHTUPOBAHbl JEHUCTBUA, KOTOpble JlecTaHa OCYIIECTBHIIA [JI IOBBILICHUS TOTOBHOCTH
coobmiectBa. [lepBriii pe3ynbrar BHenpeHus: Destana — 3TO cpeacTBO Il COOOIIECTBA BMECTE C
3aMHTEPECOBAHHBIMH CTOPOHAMU B YIPABICHUH CTUXUMHBIMU O€ICTBUSAMU MJISI BBITOJHEHUS
NEHCTBUM, CBSI3aHHBIX C TIOBBIIIEHHEM OCBEJOMJIEHHOCTH COOOIIECTBA O TOTOBHOCTH K
HaBOJHEHUAM. BTopoil pe3ynbraT 3akitoyaercs B ToM, 4To Osarogapsi [lectaHe cooOuiecTBo
CTAaHOBUTCS O0Jiee OCBETOMIICHHBIM 00 OKpY Karolel cpene u 00s3aHo 3amuiiaTth ceds. Hakonerr,
CYIIECTBYET MOJIeIb ONTHMHU3ALMU HCIOJIb30BAaHUS CEIbCKUX PECYpCOB, KOTOpbIE OyayT
UCIIOJIb30BaThCs BO BceX cdepax zesrenbHocTH Jlectansl. Tpu pesyibTaTa HOKa3bIBalOT, 4TO
Jlectana paboTaeT ONTUMAaIbHO, YTOOBI TIOBBICUTH TOTOBHOCTh HACEJIECHUS K CTUXHUHBIM
OelCTBUSAM, CBSA3aHHBIM C HaBOAHEHHUAMU. ONTUMU3ALMS MCIONb30BaHUS JlecTaHbl B 3TOM
UCCIIEIOBAaHUM TIOKA3bIBAET, YTO COOOIIECTBO UTPAeT aKTHBHYIO pOJIb, UCMOJIb3ys CBOU MECTHBIE
3HaHUS U pecypcbl. Kpome TOro, NMpaBHTEIBCTBO OCTA€TCS IVIABHBIM JACHCTBYIOLIUM JIMIIOM B
peanu3ainuu MOJIUTUKHA TOTOBHOCTH K CTUXUWHBIM O€ICTBUSIM.

Kurouesrble cioBa: peanusanys NOJUTUKH, [lecTana, HABOJHEHNE, TOTOBHOCTb.
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Abstract. This study aims to analyse Indonesia’'s education process using a standard-based
education paradigm in the process aspect. The study focused on public high school students on four
educational standards released by the Central Java Provincial Education Quality Assurance Agency.
Methodology: Case studies were selected based on data from national education standards. Data
analysis processed using ATLAS.ti version 8. The research findings: the results showed the absence
of regulations regarding improving teacher qualifications had worsened the standard achievement.
Excessive implementation of educational concepts and ignorance of collaborative assessment of
spiritual aspects obscures religious tolerance as a hallmark of Indonesian education.
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INTRODUCTION

Today, Indonesia's education process emphasises the transformation of experience into
knowledge rather than the transfer of knowledge. This can be seen from the practice of the 2013
revised 2019 curriculum, which emphasises a scientific approach; real-life learning, democratic
procedures, and scientific processes, which are Dewey's concepts (Dewey, 2004). Discovery
learning and collaborative learning strategies are offered to produce satisfying results to replace a
school-based curriculum that was implemented from 2006 to 2012 (Suprapto, 2016). The education
paradigm has also been shifted from teacher-centered learning to student-centered learning (Chang
et al., 2013). Changes in curriculum and education paradigm did not show significant results in
PISA, both in 2012 (64 out of 65 countries), 2015 (fourth from bottom), until the latest report 2018
ranked 72 out of 77 countries (PISA, 2015, 2018, 2012).

The standardised education expectations began since the issuance of Government Regulation
of the Republic of Indonesia Number 19 of 2005 concerning National Education Standards which
contained the quality of inputs, processes, and outputs. Then in 2013 it was revised on aspects of the
content standards (process) and graduate competency standards (output). Drastic changes in content
standards and assessment standards by including 21st-century skills formulations, authentic
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assessments, and higher-order thinking skills assessments that occurred between 2017 and 2019.
The education process is examined in terms of content, process, teacher, and assessment standards.
The teacher's role is an input and a comparison factor to the standard process in the paradigm of
standards-based education. As definitively standard-based education paradigm is a minimum
criterion of the education system in the entire jurisdiction of the Unitary Republic of Indonesia. This
IS interesting because from the results of a comparative analysis between East Java, Central Java,
and West Java, the element of asymmetric teachers with educational process achievements. The
most obvious contradiction is seen in the province of Central Java as a locus of research because
this province is the first pilot of 34 provinces in Indonesia regarding anti-corruption education and
is the first province to stipulate Governor Regulation No. 10 of 2019 concerning the
Implementation of Anti-Corruption Education. Not only that, but Central Java also achieved a
portrait of the SDGs in mid-2018 (Agency, 2018).

The results of several studies indicate that the qualifications and competence of teachers
largely determine the quality of learning (Black and Wiliam, 2006), the quality of assessment
management to the quality of education (Hill et al., 2012). This phenomenon is contrary to the
reality that occurred in Central Java. Apart from the above problems, the facts show that the
implementation of the scientific approach to the 2013 curriculum in Indonesia is in the medium
category or not at the analysis stage (Suyanto, 2018). The lack of use of the latest learning models is
not appropriate between the stages of the scientific approach and pedagogical competence (Zaim,
2017). Besides, teachers are still confused about applying the scientific approach and linking it with
the assessment of attitude, spiritual, and skill aspects.

LITERATURE REVIEW

The standards-based education paradigm established by the National Education Standards
Agency is used as a theoretical basis for studying the educational process. This paradigm has a
philosophical foundation on the values of the Pancasila, which accommodates the diversity of
tribes, religions, races, and between groups (Kemendikbud, 2012). The theoretical foundation of the
Indonesian education process is based on the UNESCO concept of learning to be, learning to do,
learning to live together (Faure et al., 1972) and the Bruner theoretical framework (Bruner, 1977;
Fusarelli and Johnson, 2004) which was translated in Minister of Education and Culture Regulation
of the Republic of Indonesia Number 22 of 2016 concerning Basic and Secondary Education
Process Standards, 2016. For content standards, it is based on Anderson and Krathwohl's revision of
cognitive processes (Anderson et al., 2001; Krathwohl, 2002). The cognitive process of Anderson
and Krathwohl above is translated into two regulations: (a) Regulation of the Minister of Education
and Culture of the Republic of Indonesia Number 21 of 2016 concerning Standard Content of
Elementary and Secondary Education, (b) Regulation of the Minister of Education and Culture of
the Republic of Indonesia Number 103 of 2014 concerning Learning on Basic Education and
Secondary Education. Through these regulations, the learning process is named a scientific
approach.

Organising learning experiences summarised in a scientific approach consists of five steps:
observing, questioning, experimenting, associating, and communicating. The process is embedded
with authentic assessments (Gulikers et al., 2004; Kemendikbud, 2013) and applying higher-order
thinking skills to measure aspects of knowledge, attitudes, and skills (Brookhart, 2010;
Kemendikbud, 2013). Thus, the learning process through assessment, since 2013, followed the 2013
curriculum format (Pratiwi, 2019). From a school-based curriculum to the 2013 curriculum,
national education standards are adjusted between the eight standards on behalf of curriculum
development. Eight national education standards are the minimum criteria for the education system
in the entire jurisdiction of the Unitary Republic of Indonesia is shown in the following Figure 1.
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Figure 1. Standard Based Education Paradigm
Source: National Education Standards Agency, 2019.

Standards-based education aims to manage students' knowledge, attitudes, and skills
competencies. In this study, the three competencies are processed based on four main categories,
namely: (a) content standards, (b) process standards, (c) education assessment standards, (d)
educator and education staff standards. The content standard contains the formulation of graduate
competencies, curriculum development procedures, and curriculum implementation. Implementing
the scientific approach to the 2013 curriculum in Indonesia is in the medium category or not at the
analysis stage (Suyanto, 2018). The lack of use of the latest learning models (Gunawan, 2017), is
not appropriate between the steps of the scientific approach and pedagogical competence (Zaim,
2017). Besides, teachers are still confused about applying the scientific approach and linking it with
assessing attitude, spiritual, and skill aspects. Some of the studies above contradict the high teacher
qualifications in five districts/cities, which were 96.55% in Pekalongan, Surakarta 98.32%, Tegal
97.78%, Semarang 98.44%, Salatiga 98.19% with an average: 97.9 in 2019 (Disdikbud-Jateng,
2019).

Process standards contain planning, process, and assessment of learning. Educational
assessment standards include (a) aspects of assessment and competence, (c) objectivity and
accountability of assessment techniques, (d) follow-up assessment, (e) appropriateness of
instruments and competency aspects, (f) assessment procedures. The above elements are managed
by teachers, education units, and the government. Recent developments in the national mass media
show that learning plans' preparation is simplified into one sheet. This saves on administrative
procedures efficiently and effectively is done so that the teacher has plenty of time to prepare and
evaluate the learning process. Thus, what is written in the learning implementation plan will be
acted out in the learning process. Meanwhile, there are not many changes regarding the standards of
educators and education personnel in Indonesia, especially regarding the qualification criteria. Since
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law number 20 of 2003 regarding the national education system was translated into Republic of
Indonesia Government Regulation Number 32 of 2013 concerning Amendment to Government
Regulation Number 19 of 2005 concerning National Education Standards, qualifications have never
been touched.

PAPER OBJECTIVE

In general, this study aims to analyse the educational process used a standards-based
education paradigm following question:

(1) how is the condition of the education process in Indonesia viewed from the achievement
of the process's national standard aspects?

(2) what are the inhibiting factors on the achievement of standard processes?

METHODOLOGY

The selection of five districts/cities is due to several reasons: (1) the achievement of national
education standards that almost touches the minimum standard, (2) has several suitable reference
schools for the surrounding schools, (3) dynamic teacher qualifications. The selection of these sites
is supported by secondary data on high school level quality report cards throughout Java released by
the Educational Quality Assurance Institute. Based on the above reasons the researchers grouped by
category from five districts/cities consisting of 100 schools in Pekalongan, 322 schools in
Surakarta, 158 Schools in Tegal, 584 schools in Semarang, and 113 schools in Salatiga. The data is
analysed thematically and carried out with focus groups that involve the Head of Primary and
Secondary Schools and the Head of General Affairs (Caillaud and Flick, 2017). An examination of
the Education Quality Assurance Agency data occurred between July 2019 and January 2020 was
compared with data released by the planning department and statistics team at the Office of
Education and Culture of Central Java Province. Selected case study strategies to track
contemporary and real events (Yin, 2018). The complexity of the phenomenon is revealed through
the Miles-Huberman model data analysis procedure coupled with the Creswell data validity,
triangulation model, and the use of ATLAS.ti version 8 in processing data (Creswell and Creswell,
2018; Miles et al., 2014).

RESULT AND DISCUSSION
Result

Schooling, training is not enough

17 years is enough time to make a regulation that teachers must have a bachelor's degree. This
phenomenon has occurred since the issuance of Law number 20 of 2003 concerning the national
education system. Even the government regulations on national education standards that changed
from 2005 to 2013 also did not touch the issue of increasing teacher qualification standards.
Improving qualifications is not enough to be done through training which tends to be held three
days to a week. Improving qualifications is not just about achieving an academic degree but is
questioning a mindset, a culture set, and improving the quality of education. The question, is the
government ready to face a surge in teacher qualifications that automatically increase salaries?
Given the number of teachers consisting of two ministries; teachers in the ministry of education
totalled 2,720,778, and the ministry of religion totalled 767,952 from primary schools, special
schools to senior high schools in 2018/2019 school year. This number does not include private
school/madrasah teachers and special religious schools. Noting the facts above, | do a minimum
recapitulation of S1/D4 qualification as one of the standard educators as listed in the following
chart:
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Graph 1. Development of Teacher Qualifications
Source: Central Java Province Educational Quality Assurance Institute, 2019.

Graph 1 displays teacher qualifications development from 2016 to 2018, which never reached
the minimum standard at number seven. Besides, the government has facilitated the matter of
competency development in the arrow's direction with a qualification called the teacher competency
test. Teacher professional development through teacher competency tests is not reciprocal because
it is limited to testing pedagogical and professional aspects, as shown in Figure 2.

Contradict

is cause of

Mindset, culture set, creative
reform to the development of
is associated with | science, and teacher quality

I

Regulation and compensation

Figure 2. Teacher Competency Standard Conditions

Source: Own compilation.
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Menu variants in the education process

In line with the implementation of the scientific approach, in 2017 until now the government
launched a learning package in the form of strengthening character education, school literacy
movement, communication-based learning, collaboration, critical thinking, creativity (called 4C),
and strengthening higher-order thinking skills. The story of the presence of strengthening character
education stems from the fact that in the next 25 years, Indonesia will reach a century, but beyond
that, for the last ten years, the practice of corruption has spread from ministers to bureaucrats in the
countryside. To face the challenges of a century while improving the nation's generation,
strengthening character education is seen as urgent in the face of demographic bonus in 2045 and
translating the issue in Presidential Regulation No. 87 of 2017 concerning Strengthening Character
Education, 2017.

The second menu is led to school literacy movements. It is a contrasting phenomenon
considering that the number of libraries in Indonesia is the second-largest globally in mid-2019. The
number of libraries scattered in various regions is 164,610. The largest number of library
infrastructure after India, amounting to 323,605 libraries. The world's number two library
infrastructure is under India and above Russia, with 113,440 libraries. China ranks fourth with
105,831 libraries. In short, the number of libraries is inversely proportional to reading habits and
interests. The last package of the learning menu is the 4C learning concept is a translation of 21st-
century skills theory. The conceptual characteristics of the concept are similar to the scientific
approach and in line with Krathwohl's taxonomy. In the name of renewal of the latest educational
developments, the 4C concept is part of the 2019 curriculum revision, which tends to be redundant
because of its similarity.

Formulation of competencies and learning strategies

The correlation between the formulation of competencies and the use of learning strategies
tends to be ignored. Teachers often focus on using strategies, whereas learning is a change in
mindset and behaviour derived from why and how students learn. As noted by the Educational
Quality Assurance Agency, this phenomenon regarding the achievement of the indicator "adjusts
the level of competence of students [competency formulation]" with an average of 3.8. While the
indicator "the learning process is implemented appropriately [use of learning strategies]” is at an
average of 6.7. Both achievement disparities are due to a contradiction between the competencies
that students must master (spiritual aspects and spiritual attitude) and teacher competencies (social
and personality competency aspects), as shown in figure 2, never tested through teacher
competency test instruments.
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The competency formulation above is processed using various learning strategies oriented to
achieving learning effectiveness, such as implementing active learning and cooperative learning.
The two strategies are said to be current because the 2013 curriculum changes emphasise the two
strategy variants. In the past five years, the discovery/inquiry learning approach has been touted as
an approach that fits the characteristics of 21st-century learning.

Educational Assessment Process

The fundamental difference from the latest education assessments that have been in effect
since 2017/2018 until the 2018/2019 school year is about the assessment approach. The dimensions
of the assessment approach are translated using higher-order thinking skills and authentic
assessment designs. The complexity of assessment requires teachers to explore various approaches
to learning for assessment and assessment as learning. Unfortunately, the research findings show a
contrast in the aspect of evaluating spiritual attitudes.

The assessment process is submitted to the guidance counselling teacher and the homeroom
teacher without involving students' parents as users of the assessment results. Even though the
aspects of spirituality cannot be separated from Indonesia's characteristics, which are religious and
upholds religious tolerance. Education starts with the family, especially religious education, all
starting from the family, but unfortunately, spiritual assessment is still considered an academic
assessment. Spirituality is not a matter of achieving numbers on report cards. But the increase in
obedience, tolerance, integrity, and the like begins with the family.
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Discussion

Until now, the aspect of increasing teacher competency has only been focused on training
programs. There is nothing wrong with the variety of training to improve competence (Arnott,
2000; Looney, 2011; Rothstein, 2010; Vagi, Pivovarova, and Barnard, 2019), but for me, the effect
is very small in the aspects of innovation and improvisation of learning. Best practice from several
countries has shown that competence, teaching experience, and improved qualifications go hand in
hand with improved learning processes (Mctavish, 2003; Tolofari, 2005), progress in learning
outcomes, and quality of education (Croninger et al., 2007; Guo et al., 2012; Qin and Bowen,
2019). Training does not change the teacher's mindset so that teaching is like a machine with
strategies obtained throughout the training course. In addition to training, the professional teacher
program that has been in effect since 2012 as an effort by the government to develop teacher
professionalism has not been significant in improving education quality. Several problems were
encountered, such as the urge to revitalise the Educational Personnel Educational Institution's
quality assurance as to the program implementer and the loosening of teacher candidate participants'
selection.

In the aspect of the process, the first round of problems encountered was inequality in the
management of spiritual attitudes and social attitudes curricular managed by religious teachers and
civic education teachers. On the other hand, all subject teachers, homeroom teachers, and
counseling guidance teachers manage these two competencies through a journal summary that
contains a brief description of the progress or setbacks of student attitudes. Indeed, a collaboration
of excessive, redundant, and formalistic student competency management. Considering that there
are already student teachers and school committees in the school structure that are rarely involved,
especially the lack of involvement of parents in competency monitoring. Even recent research
shows that teachers still assume the evaluation of the spiritual aspects as the academic domain and
not the appreciation and change of good behavior in daily life (Zamili, Suwitri, Dwimawanti and
Kismartini, 2020). Meanwhile, social competencies and personalities that have never been tested in
teacher competency test instruments are increasingly asymmetrical with the achievement of social-
spiritual competencies that students must master, even though in the context of wider social
relations, the links between the two cannot be separated (French et al., 2013).

The second half of the revision of the learning process began in 2017 with four learning
programs, namely: (a) strengthening character education, (b) school literacy movements, (c) 4C,
and (d) Strengthening higher-order thinking skills. Until now, uncertainty about the practice of
strengthening character education is because there has not been a partnership between character
education built by schools and foundations built by families. Collaboration between the two sides is
not enough when considering Indonesia's diverse social conditions. On the other hand, good and
competitive character-building needs to pay attention to planned multicultural education (Malihah,
2015) given the diversity of cultures, languages, ethnicities, religions, and between groups and the
importance of comprehensive intelligence from intellectual to spiritual. Meanwhile, the school
literacy movement package is oriented to uplift Indonesian students' literacy, which is hampered by
access to virtual-based reading material and the accumulation of urban libraries. The results of
studies published under the name "The World's Most Literate Nations" ranks Indonesia 60th, only
one level above Botswana (Miller and McKenna, 2016). Some research results also explain the lack
of school commitment to form a school literacy team (Pantiwati, Permana, Kusniarti and Miharja,
2020) and the literacy program's low intensity for schools that have a literacy team.

The next package that is warm in the education process is 4C learning. The 4C concept is the
ministry of education's interpretation of 21st-century skills coupled with the practice of higher-order
thinking skills breathing the taxonomy of Krathwohl (Krathwohl, 2002). Combining the learning
process menu is a challenge and a new problem in the education system. The four menus must be
available and complete in the lesson plan that began since implementing the 2013 revised 2017
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curriculum. Adaptation is made again by creating a new label and the 2013 revised 2019
curriculum. It is only a matter of how to list KI 1 and KI 2 (called, first core competencies and
second) in the lesson plan. The repetition terminology is changed to an assessment, and there is no
need to include a column of learning methods in the lesson plan. Indeed, the revision is insignificant
compared to the Republic of Indonesia's unitary unity, which amounts to thousands of islands with
two ministries managing education through different paradigms. An ambitious variety of menus to
raise the achievement of four standards with an average of 5.4 from the 7.0 target released by the
Central Java Provincial Education Quality Assurance Institute. Central Java has the potential to
develop better education processes, given the initial data pointing towards the development of
standardised education quality. The pattern of collaboration between actors, namely the Office of
Education and Culture of Central Java Province, the Institute for Quality Assurance of Education,
and the education unit in the management of education is very urgent to face the challenges of the
golden generation 2045.

CONCLUSION

The standardised education process requires an increase in teachers' qualifications who have
been untouched for 17 years. As a front guard in developing students' competencies, teachers
cannot be exchanged with technological developments. On the other hand, the achievement of
students' social and spiritual competencies is not compatible with social and personality
competencies that educational quality assurance agencies have never measured. Whereas social
attitude education and spiritual attitude cannot be replaced. That is, teachers must still practice
examples of good behavior in daily life because students cannot be likened to search engines like
Google or YouTube. Throughout the study, the learning process of educational assessment has not
yet become a unified whole. Changing regulations show weak government commitment to the
advancement of education. The four years of government are marked by curriculum revisions that
have implications for the learning process. Unfortunately, the revisions made were not significant
with the needs of the education unit and global needs, as PISA noted. | admit that PISA does not
measure the assessment of social-spiritual attitudes, but in the Indonesian context, the neglect of
measuring social-spiritual attitudes has implications for the blurring of the characteristics of
religious tolerance.
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Moh. Zamili
Universitas Ibrahimy
East Java, Indonesia

MeToro 1aHOro JOCHIKEHHS € aHalli3 OCBITHBOIO Mporecy B IHIOHE3ii 3 BUKOPUCTaHHSAM
CTaHJAPTHOI TapaJuTMH OCBITH B MPOIECyaAIbHOMY acrekTi. JlocmimkeHHst Oyiio 30cepekeHo Ha
YUYHSX JIEP)KaBHUX CEpeNHIX MIKUI 3a 4YOTUPMA OCBITHIMM CTaHJapTaMH, MiArOTOBICHUM
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JOCITIJDKEHHS: TEMATUYH1 JTOCHIDKEHHs OyiM BifiOpaHi Ha OCHOBI JIaHMX HAIIIOHAJILHUX OCBITHIX
cranfapTiB. AHami3 gaHux oOpoOmenuii 3a npomomororo ATLAS.ti Bepcii 8. Pesynbratn
JOCIIJDKEHHST TOKa3ajd, 10 BIJICYTHICTh HOPMAaTUBHHX JIOKYMEHTIB IIOAO ITiIBUIICHHS
KBaJTi(iKalii BUNTEINIB MOTIPIIMIIO JOCSITHEHHS MOKAa3HHKIB craHaapry. HaaMipHe BUKOpUCTaHHS
OCBITHIX KOHIICIIIA 1 ITHOPYBaHHS CHIJIBHOI OIIHKM JTYXOBHHMX AaCIICKTIB YCKJIQJIHIOE PO3yMiHHS
peniriitHOi TePIUMOCTI K BIAMIHHOT O3HAKH 1H/IOHE31MChKOI OCBITH.

KurouoBi ciioBa: ocBiTHI mporiec, cTaHIapTHa HapaaurmMa ocBiTH, LleHTpanapHa MpoBiHLisA
SIBa.

YUYEBHBIN ITPOIECC B CBETE CTAHJIAPTHOM OBPA3OBATEJIBHOM
IHAPAJUI'MbBI B TOCYJAPCTBEHHBIX HIKOJIAX:
INPUMEP HEHTPAJIBHOMU SAABbI, UHAOHE3UA

Moh. Zamili
Universitas Ibrahimy
East Java, Indonesia

[lenpr0 JaHHOTO MCCIIEIOBAHUS SBJISICTCS aHAIM3 00pa30BaTEIbHOTrO Mporecca B MHIoHe31H
C HCHOJB30BaHUEM CTAHJAPTHOM MapagurmMbl 0Opa3oOBaHHS B IPOLECCYaAIbHOM  acCIEKTe.
HccnenoBanue ObIJIO COCPEAOTOUCHO HA YYAILIUXCS TOCYIAPCTBEHHBIX CPEIHUX IIKOJ O YEThIpEeM
o0pa3oBaTeNbHBIM CTAHIAPTAM, TOJTOTOBJICHHBIM ATCHTCTBOM I10 OOECIICUCHHIO KauecTBa
oOpazoBanusi mnpoBHHIMH IleHTpasbHas SfBa. MeTooOTHs HWCCICAOBAHHSA: TEMaTUYECKHE
uccaea0BaHus ObUTH OTOOpaHbl HA OCHOBE JaHHBIX HAIMOHAIBHBIX 00pa30BaTEIIbHBIX CTAHIAPTOB.
AHanmu3 naHHbIX oOpabdotan c¢ mnomouibio ATLAS.ti Bepcum 8. PesynbraThl uccienoBaHUs
MOKAa3aJii, YTO OTCYTCTBUE HOPMATHUBHBIX JOKYMEHTOB IO IMOBBIMICHUIO KBATH(DHUKAIMHN YIUTEICH
YXYALIWIO JOCTHXKEHHE TIoKa3aTeleld craHaapra. UpesmepHoe BHEApeHHE 00pa30BaTENIbHBIX
KOHIICTIIIN U UTHOPUPOBAHHE COBMECTHOW OIICHKM JAYXOBHBIX aCHEKTOB 3aTPY/HSET MOHUMAaHUE
PENUTHO3HON TEPIUMOCTH KaK OTIMYUTEIHHOTO MPU3HAKA MHAOHE3UHCKOTO 00pa30BaHMsL.

KuroueBble cjioBa: 00pa3oBaTeNbHBIA TMPOIECC, CTAaHAApPTHAs MapagurMa oOpa30BaHUS,
IentpansHas npoBuHIMA fBa.
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