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Welcome To

The 1st International Congress on 
Regional Economic Development, 
Information Technology, and Sustainable 
Business
Covid-19 pandemic is becoming a global crisis. It has spread around the world and by this September, it is 
reported that more than 30 million cases are confirmed globally, with around 950.000 cases of deaths (WHO, 
2020). In some countries, the outbreak curve does not seem to be flattened or declined but some are worried 
about the emergence of the second wave of Coronavirus. This pandemic has a massive impact on economics 
and human social: the worst economic crisis since the 1930s depression (IMF, 2020) and the worst recession 
since World War II (World Bank, 2020). Some policies to lockdowns countries such as social distancing and 
stay-at-home turn out to have a damaging effect on businesses and it forced industries to find more resilient 
ways in responding to these problematic situations (Verma & Gustafsson, 2020).

COVID-19 has a dramatic impact on several sectors of business including impact on business in general, 
technology, supply chain management, and service industry (Verma & Gustafsson, 2020). Cluster impact on 
business is related to the immediate effect of widespread restrictions policies (e.g. lockdowns, shops closure, 
quarantines) on the regional or national economy. These activities have increased the risks of investments 
and some companies are facing bankruptcy or reducing the production capacity. On a macro side, the long-
term period of restrictions policies due to this pandemic has led to unemployment and fundamental finance 
problem on either the corporate or country level. The Covid-19 pandemic has an impact also on start-ups and 
trade. A large number of start-ups have new challenges to sustain their sales as a part of survival strategies. 
This uncertain situation has also affected some other sectors such as educations, SMEs, travel & tourism, 
supply chain, and digital business.

The Pandemic has lasted about seven months and it has affected the economies all over the world including 
the G7 countries (Baldwin et al., 2020). The term ‘Black Swan’ event returns labelling the Covid-19 pandemic 
as it has a low probability of occurring but has caused a ripple effect on many aspects including problem 
in a global and regional economy. World Bank stated that the East Asia and Pacific regional economy has a 
sharp contraction of economic activity due to domestic and external aspects. Restriction policies, tight global 
financial conditions, and commodity prices are some instances of the pandemic-caused economic turbulence 
in East Asia and Pacific, including Indonesia. Indonesia is among the country in ASEAN who faces the most 
difficult outlooks (Rajah & Grenville, 2020).  
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In response to providing a venue for scholars, leading academicians, and professionals to effectively respond 
to those global issues, we organize the 1st INCREDIBLE 2020, the International Congress on Regional Economic 
Development, Information Technology, and Sustainable Business. This forum is organized by the Faculty of 
Economics and Business, Universitas Sebelas Maret Indonesia in collaboration with the Regional Development 
Planning Agency (BAPPEDA) Central Java Indonesia. This conference has received 183 papers submissions 
that encompass various topics divided into 6 tracks: Economics, Management, Accounting, Social Sciences, 
Information Technology, and special track Covid-19: Business Impact and Economic Recovery. This conference 
has a series of events: Pre-Conference Workshop of public speaking and data analysis, Plenary Session inviting 
speakers from US, UK, Austria, and Malaysia, and also Parallel Session at the end of the congress. 

  
Surakarta, 25 September 2020

Dr. Catur Sugiarto
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Greetings from

Regional Development Planning, 
Research and Development Agency of 
Central Java Province
The covid-19 pandemic has resulted in the global economy including Indonesia experiencing uncertainty 
and leading to an economic recession. Currently the Indonesian economy is under tremendous pressure. 
Pandemics have domino effects from health to social and economic problems. Currently, almost all sectors 
are affected.

The government continues to strive to respond to and face the conditions of Covid-19 with various precautions 
in the form of policies and stimuli. Various countermeasures have been carried out by the government to 
reduce the impact of the Covid-19 pandemic in various sectors, including providing fiscal stimulus as a form of 
intervention in stabilizing the economy, refocusing programs that have been planned to overcome Covid-19 
and its effects and the Economic Recovery Program. National (PEN). 

The Central Java provincial government supports a national program in handling the impact of the Covid-19 
pandemic with a covid-19 financing scenario through refocusing the budget for unexpected expenditure 
allocations (BTT), delays and capital participation. The budget is focused on handling health, handling the 
economy and providing social safety nets. Recovery from the impact of the Covid-19 pandemic is a serious 
concern not only in the health sector, but recovery needs to prioritize sustainable economic development. 

The Regional Development Planning, Research dan Development Agency of Central Java Province commits 
to promoting the knowledge exchange among the development stakeholders, i,e academics, practitioners, 
decision makers, urban and environment experts, social activists, policy advocates, non-governmental 
organization on facing the challenges of Covid-19 pandemic, business impact and economic recovery. To 
ensure such commitment accessible to the public, this year we work with Economic & Business Faculty, 
Sebelas Maret University in providing a forum where all related stakeholders could gather their ideas. 

The 1 st International Congress on Regional Economic Development, Information Technology and Sustainable 
Business (INCREDIBLE) titled “The Pandemic, business impact, and economic recovery” is an opportunity for 
stakeholders to share their ideas through knowledge exchange while also strengthening and broadening 
their networks. This forum hopefully can help us work together in championing the best efforts that we can 
contribute to overcome the impact of the covid-19 in economics.
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We would like to express our gratitude and appreciation to all partners, i.e. the committee, speakers and 
presenters, and all participants who have been participated in the 1 st International Congress on Regional 
Economic Development, Information Technology and Sustainable Business (INCREDIBLE) titled 
“The Pandemic, business impact, and economic recovery”. May the conference be beneficial to all of us.

Semarang, 19 Oktober 2020

Dr. Prasetyo Aribowo, SH, MSoc.Sc
The Committee of International Conference
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transportation and communication, hospitality and other accommodation, industry. Likewise, the tourism 
sector in the Kepulauan Riau Province. The goal of regional tourism development in the Kepulauan Riau 2016-
2021 is "Realizing the Kepulauan Riau as a Highly Competitive Tourist Destination in National and International 
Markets in a Sustainable manner and Able to Encourage Regional Development and Community Welfare". 
Meanwhile, the tourism development targets of the Kepulauan Riau region include: a. Increasing the 
competitiveness of Kepulauan Riau tourism in national and international markets; b. Increase in Tourism Sector 
Income; c. The development of the Creative Economy in the Kepulauan Riau. 

The Covid 19 pandemic that emerged from Wuhan China had a significant impact on various economic sectors 
in Indonesia, including the tourism sector. Kepulauan Riau Province, is one of the areas affected by the tourism 
sector due to Covid 19. Kepulauan Riau Province which has an area of 10,595 km² is a province in Indonesia 
bordering Vietnam and Cambodia to the north; Malaysia and West Kalimantan province in the east; the 
provinces of Bangka Belitung and Jambi Islands in the south; Singapore, Malaysia and Riau province in the west. 
The Kepulauan Riau province is very strategic because it is directly adjacent to the countries in the Southeast 
Asian region. This comparative advantage makes Kepulauan Riau Province attractive as a tourist destination 
for both domestic and foreign tourists, especially tourists from neighboring countries. Moreover, the Kepulauan 
Riau also have a very interesting natural panorama, especially marine tourism, islands and beaches as an 
archipelago, as well as historical and cultural tourism such as Penyengat Island and Galang Island. Kepulauan 
Riau also has Batam Island which is one of the MICE (Meeting, Incentive, Convention and Exhibition) tourist 
destinations and shopping tours. Batam is also the third largest city as the entrance for tourists after Bali and 
Jakarta. As a result of the spread of covid 19, it has caused changes in the various structures of human life. 
People around the world are becoming more careful and always prioritize the importance of maintaining health 
protocols. Various efforts to prevent the spread of covid 19 implemented in various countries have limited 
human mobility. The application of Large-Scale Social Restrictions (PSBB) in Indonesia and the lockdown 
policies taken by several countries, especially those close to the Kepulauan Riau Province, such as China, the 
Philippines and the closure of Malaysia and Singapore, have also had an impact on the tourism sector in the 
Kepulauan Riau Province. The impact on the tourism sector will also have an impact on the economy of the 
Kepulauan Riau Province because tourism activities involve many aspects that affect the movement of the 
economy such as trade, transportation services, hotel services, consumption services and accommodation. This 
paper aims to analyze the condition of the tourism sector in the Kepulauan Riau Province. during the Covid 19 
pandemic and its further impact on economic conditions. 

 

2. Methodology  

The data used in this research is secondary data from several institutions related to the research objectives. 
Descriptive statistical analysis is used to answer the research objectives, this is done because of the limited 
availability of time series data so that the analysis is not carried out using a more complex statistical or 
econometric approach. 

 

3. Results and Discussion 

3.1. The Impact of the Spread of Covid-19 on Tourist Visits  

The widespread spread of Covid-19 and the implementation of health protocols and restrictions on travel and 
visits between countries, especially Singapore and Malaysia, have had an impact on the tourism sector in the 
Kepulauan Riau Province. Moreover, the Kepulauan Riau, especially Batam, is one of the entry points for tourists 
to Indonesia. The number of foreign tourist visits to the Kepulauan Riau during the Covid-19 pandemic 
continued to experience a significant decline.  

              

 

 

http://conference.feb.uns.ac.id/2020
http://www.conference.feb.uns.ac.id/2020


The 1st International Congress on Regional Economic Development, 
Information Technology, and Sustainable Business    
ISSN 2774-7395 
 

 

Page | 382 
http://conference.feb.uns.ac.id/2020  

 

www.conference.feb.uns.ac.id/2020 

 

Table 1. Number of Tourist Visits to Kepulauan Riau Province in 2020 

 

Visits of foreign tourists to the Kepulauan Riau since February 2020 have been recorded to have decreased and 
are getting lower in March 2020. In February 2020, foreign tourist visits to Kepulauan Riau contracted by -
46.63% (yoy) and continued in March 2020 where they contracted by -79.35% (yoy). Based on the countries 
of origin of foreign tourists, the decrease in foreign tourist visits to the Kepulauan Riau was due to a decrease 
in foreign tourist visits from Singapore, Malaysia and China which contracted in March 2020 by -80.21% (yoy), 
-75.02% (yoy) and -99 respectively. 37% (yoy). Data shows that during the period January-July 2020 the 
number of foreign tourist visits to the Kepulauan Riau Province continued to decline. In July 2020 the number 
of foreign tourist visits to the Kepulauan Riau Province only amounted to 1 765 visits, experiencing a 
contraction of -99.19% (yoy). Cumulatively, the number of foreign tourist arrivals during that time period also 
contracted by -81.71% (yoy) with the number of visits of 404 613 decreasing compared to the number of visits 
in January-July 2019 which reached 1 623 977 visits. 

The decline in the number of foreign tourist arrivals to the Kepulauan Riau Province was also due to the 
implementation of travel restrictions and visits between countries that had an impact on the tourism 
performance of the Kepulauan Riau where the number of international passenger arrivals via air and sea 
transportation had decreased significantly since February 2020. International flights from Shenzhen and Xian 
(China) to Batam since 27 January 2020 along with the implementation of lockdown in several regions in China 
and flights from Kuala Lumpur (Malaysia) to Batam since 17 March 2020 along with the initiation of Movement 
Control Order (MCO) in Malaysia also contributed to the decline in the number of visits to the Kepulauan Riau 
Province. Meanwhile, in terms of international crossings, there has been a significant decrease in the frequency 
of international ferry crossings for the Singapore - Kepri and Johor Bahru (Malaysia) - Kepri routes, from 140 
times per day to 5 times per day. This had a significant impact on the number of international passenger arrivals 
(via air and sea transportation) which contracted by -33.41% (yoy) in February 2020 and lower in March 2020 
which contracted by -58.87% (yoy). 

                       

  

Entrance  Foreign Tourist Visits 

July 

2019 

Jan- 

July  

2019 

Feb 

 2020 

March 

2020 

April 

2020 

May 

2020 

June 

2020 

July 

2020 

Jan- 

July  

2020 

% 

Change 

July 

2019 to 

July 

2020 

%  

Change 

Jan-July 

2019 to 

Jan-July 

2020 

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) 

Karimun 8 425 65659 7 357 3 581 6 - 2 - 21523 -100.00 -75.09 

Tanjungpinang 11 951 99765 3 806 2 079 - - - - 18246 -100.00 -67.22 

Bintan 49 247 369481 18 046 4 878 - - - 11 63922 -99.98 -82.70 

Batam 147 690 1089072 95 256 43 564 1 133 1 798 1 785 1 754 302042 -98.81 -72.27 

Total 217 313 1623977 124 465 54 102 1 139 1 798 1 787 1 765 404613 -99.19 -81.71 
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Table 2. Number of International Tourists by Nationality (visits) 

Country January February March April May June July Total % 

2020 2020 2020 2020 2020 2020 2020   

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) 

Singapura 99 575 59 820 25 064 7 2 3 4 184 459 45.46 

Malaysia 24 221 16 002 6 635 3 7 7 2 46 858 11.55 

Tiongkok 23 786 384 153 - - 2 - 23 786 5.86 

India 11 775 4 524 1 404 2 5 4 1 17 703 4.36 

Philipina 4 668 2 212 902 8 21 19 - 6 880 1.70 

Others 56 671 41 523 19 944 1 119 1 763 1 752 1 758 124 530 30.69 

Total 220 696 124 465 54 102 1 139 1 798 1 787 1 765 405 752 100.00 

 

Foreign tourists visiting the Kepulauan Riau during January-July 2020 were dominated by tourists from 
Singapore (45.46%), Malaysia (11.55%) and China (5.86%) from various countries such as India, Philippines, 
UK, Japan, Australia, South Korea and America. As the spread of COVID-19 spreads, various countries 
implemented policies to restrict travel and visits between countries, including the countries of origin for the 
largest foreign tourists to the Kepulauan Riau, namely Singapore, Malaysia and China. Singapore since March 
18 2020 has urged citizens to postpone all overseas trips and those returning from abroad are given a 14-day 
Stay-Home-Notice (SHN). In addition, Singapore has also implemented a Circuit Breaker policy (restriction of 
non-essential activities) from 7 April to 1 June 2020. Malaysia has also implemented a policy since 18 March 
2020 implementing a Movement Control Order (MCO), which prohibits Malaysian citizens from traveling 
abroad. and limiting visits to Malaysia. All people returning from abroad are required to undergo health checks 
and self-isolate for 14 days. This policy is valid for 14 days from March 18, and has been extended 4 times until 
June 9, 2020. China since the end of January 2020 implemented a lockdown policy in Wuhan City and several 
other cities in Hubei Province, China as the center of the initial outbreak of COVID-19. The Chinese government 
also prohibits its citizens from traveling abroad. In addition, the Indonesian government has also implemented 
a policy of restricting travel and visits between countries to reduce the potential for an increase in COVID-19 
cases from abroad. 

On March 20, 2020, the Government of Indonesia calls on all citizens to reduce non-essential travel abroad and 
limit visits to Indonesia by implementing a suspension of Visit Visa Free, Visa on Arrival and Free Diplomatic / 
Service Visas. and refusing visits with travel history from China, several regions in South Korea, as well as Iran, 
Italy, the Vatican, Spain, France, Germany, Switzerland, England in the last 14 days. Travel and visit restriction 
policies implemented by various countries have an influence on the number of tourist visits to the Kepulauan 
Riau Province. The number of tourist arrivals from Singapore, Malaysia and China in January-July 2020 
contracted by -75.60%, -71.51% and -86.00% (yoy), respectively. 

3.2. Room Occupancy Rates (ROR) in Star Hotels and Average Length of Stay  

The average room occupancy rate (ROR) of star hotels in the Kepulauan Riau Province in June 2020 reached 
14.45 percent, an increase of 4.54 points compared to the ROR for May 2020 of 9.91 percent. When compared 
with June of the previous year, the ROR for star-rated hotels in Kepulauan Riau Province decreased by 36.73 
points, where the ROR for June 2019 was 51.18 percent. In June 2020, the ROR for star-rated hotels in 
Kepulauan Riau Province was 5.26 points lower than the ROR for star-rated hotels nationally, where the average 
National ROR was 19.71 percent. 
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Furthermore, when viewed according to the classification, the ROR for 2-star hotels in June 2020 reached 20.53 
percent and was the highest ROR compared to other star hotel classes. While the lowest ROR was in June 2020, 
namely 1-star hotels, only 12.96 percent. Meanwhile, all 5-star hotels during June 2020 in the Kepulauan Riau 
did not receive guests. 

Table 3. Room Occupancy Rate (ROR) by Star Classification Hotel in Kepulauan Riau Province 
(June 2019 and May-June 2020) 

 

No 

 

Star Hotel 

Classification 

TPK 

(%) 

Juni 

2019 

Mei 

2020 

Juni 

2020 

(1) (2) (3) (4) (5) 

1. One Star Hotel 28,19 2,00 12,96 

2. Two Star Hotel 41,62 9,79 20,53 

3. Three Star Hotel 46,84 10,32 13,86 

4. Four Star Hotel 59,15 10,56 13,55 

5. Five Star Hotel 60,46 - - 

 All Star Hotels 51,18 9,91 14,45 

 
The average length of stay of foreign and Indonesian guests at star hotels in the Kepulauan Riau Province during 
June 2020 was 1.93 days, or a decrease of 0.29 points compared to the average length of stay of guests in May 
2020. In June 2020, the average -The average length of stay of Indonesian guests is 1.87 days or 0.33 points 
lower than the average length of stay of foreign guests which is 2.20 days. 

Table 4. Average Length of Stay of Foreign and Indonesian Guests at Star Hotels 
According to Hotel Classification May-June 2020 

No 
Star Hotel 
Classification 

Average Length of 

Guest Stay (Days) 

Foreign                 

Guests 

Indonesian 

Guests 

Total 

 

  May  June 
  

  May 
   

June 
 

 
May 

 

 
June 

 

(1) (2) (3) (4) (5)   

(6) 

(7)    (8) 

1. One Star Hotel  - 1,

00 

1,1

6 

 

1,0

6 

  1,16 1,01 

2. Two Star Hotel   5,82 5,

57 

1,6

0 

 

2,4

5 

  1,69   2,48 
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3.3. The Impact of the Decreasing Performance of the Tourism Sector on the Economy of the Kepulauan Riau 
Province 

The tourism sector is one of the driving sectors in the economy. The decline in the performance of the tourism 
sector has also influenced the movement of the economic conditions of the Kepulauan Riau Province. According 
to Liu and Wu (2019) and Santamaria and Fillis (2019) tourism has an effect on economic growth, so that if the 
performance of the tourism sector is good it will make a positive contribution to economic growth and vice 
versa. The tourism sector is very important for many countries because it forms a large productive chain 
involving many actors and industrial sectors, even the total number of direct and indirect activities that interact 
in the tourism industry forms a large system with different sub-systems (Chim-Miki and Batista -Canino, 2017). 

The decline in the number of foreign tourist visits to the Kepulauan Riau Province which had an impact on 
accommodation performance has led to termination of employment (PHK). Until April 2020, the total 
workforce affected has reached 4 711 people. This happened because there were 70 hotels affected, which 
among others experienced permanent closings, temporary closings and reduced work shifts. Termination of 
employment (PHK) of this workforce has an impact on reducing people's income, thus holding back the 
performance of the wholesale and retail business fields due to a decrease in purchasing power. Apart from being 
influenced by a decrease in public spending activities due to a decrease in purchasing power, the slowdown in 
the performance of the wholesale and retail business fields was also directly influenced by foreign tourist visits 
because the decline in the number of tourists led to a decrease in purchases made by tourists. Other sectors 
such as MSMEs, restaurants, transportation which are highly dependent on tourism are also affected. PDRB 
growth data from the business field side for sectors related to tourism shows a downward trend. In the first 
quarter of 2020, the wholesale and retail trade business field contracted by -1.53%, much smaller than the 
growth in the first quarter of 2019 which reached 4.69%. The transportation and warehousing business field 
in the first quarter of 2020 contracted by -18.45% as well as the business field for providing accommodation 
and food and drink contracting by -34.50%. In the second quarter, the conditions for these three sectors 
continued to decline by -6.89%; -53.94 and -38.94, respectively. This condition affects the slowing economic 
growth of the Kepulauan Riau Province where the economy of the Kepulauan Riau in the first quarter of 2020 
compared to the fourth quarter of 2019 (q-to-q) experienced a contraction of -4.51 percent. In the second 
quarter, economic growth continued to contract by -7.55%. 

 

 

 

 

3. Three Star 

Hotel 

  3,95 1,

93 

1,3

1 

 

1,6

2 

  1,36   1,63  

4. Four Star Hotel   6,92 3,

00 

2,4

7 

 

1,9

3 

  3,37   2,17 

5. Five Star Hotel  - - -  - - - 

 All Star Hotels   6,63 2,

20 

1,7

7 

 

1,8

7 

  2,22   1,93  
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Table 5. GDP in Side of Business Fields Related to Tourism Sector 

 Business field  2019 2020  

I II III IV Total I II 

Wholesale and Retail Trade, and 

Car and Bicycle Repair 

4.69 8.75 9.70 1.40 6.10 0.81 -6,89 

Transportation and Warehousing -13.46 -13.19 -6.21 -2.17 -8.87 -7.21 -53,94 

Provision of Accommodation and 

Food and Drink 

-1.17 7.28 17.49 15.06 9.70 -19.37 -38,94 

GDP growth  4.78 4.64 4.92 5.21 4.89 2.06 -7,55 

 

3.4 Kepulauan Riau Province Tourism Sector Recovery Strategy 

The uncertain condition of the end of the Covid-19 pandemic has caused uncertainty in the recovery of the 
tourism sector in the Kepulauan Riau Province. The Bank Indonesia report (2020) states that the recovery 
process for the world tourism industry is estimated to take a long time. Based on estimates, tourism recovery 
businesses are estimated to occur six months after the pandemic ends, starting with domestic tourists. 

The implementation of the new normal era while still implementing strict health protocols can be a hope for 
efforts to restore the tourism sector. According to Kiswantoro, et al (2020), tourism industry players need to 
carry out health checks and certification health for workers in the tourism sector. This needs to be done so that 
tourism workers are free from Covid-19 so that tourists are safe to come and visit. In new normal conditions, 
new trends will appear in travel. Tourists will pay more attention to tourist protocols, especially those related 
to health, safety, comfort, sustainable and responsible tourism, and authentic digital ecosystem. Given the very 
limited mobility of people between countries, tourism business actors can shift priorities to further optimize 
the potential for domestic tourists. Opening tourist locations while still implementing health protocols, 
providing promotions for attractive tour packages for tourists that involve accommodation and transportation 
service providers such as hotels, tour and travel entrepreneurs, restaurants, MSMEs and others to attract 
domestic tourists. 

In addition, tourism businesses can also take advantage of technology to innovate by providing virtual tourism 
services. Tourism entrepreneurs can explore and package their tourism products such as panoramic beauty, 
lifting and presenting local cultural values, local handicraft products and others into attractive virtual wista 
product packaging. Virtual tourism services can also be synergized with other business actors such as MSMEs 
and freight forwarding services, for example by providing delivery services for goods or souvenirs produced by 
MSMEs that are of interest to tourists visiting virtually. This virtual tourism opportunity can reach further 
tourists, including foreign tourists who are still constrained by their mobility due to the visit restriction policies 
implemented by various countries. 

Apart from internal efforts that can be made by business actors in the tourism sector, the recovery of this 
sector's condition cannot be separated from the need to support the role of both central and regional 
governments. Various policies are needed both in the form of fiscal and non fiscal stimulus. The government 
released volume I economic stimulus in the tourism sector, after banning flights to and from China in mid-
February. The government implemented discounts on domestic flight tickets and exemption from restaurant 
and hotel taxes. Initially, the stimulus also included incentives in the form of discounted tickets for international 
flights, but was later postponed as criticism rolled over the risk of the spread of corona at home from foreign 
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tourists. Sugihamretha (2020) noted that there are at least 8 government policy packages to accelerate the 
tourism sector as well as to attract tourist visits amid the corona virus outbreak as follows: (1) Determination 
of additional State Budget for the Ministry of Tourism and Creative Economy of IDR 298.5 billion; (2) Incentives 
for airlines, travel agents; incentives in joint promotion schemes, tourism promotion activities. familiarization 
trip (famtrip) and influencer; (3) Discounts on domestic tickets that can be used by domestic tourists are 51.44 
percent on average for 25 percent of the seating capacity in one flight, including: 30 percent discount for 25 
percent quota of seats on each flight to 10 tourist destinations. This is valid for three months, namely March, 
April and May 2020. There is an additional discount of 15.8 percent Avtur from Pertamina. As well as a 5.64 
percent discount on flight fares (PJP2u/PSC and NAV) from AP and Airnav so that the total policy will last for 
three months. The discount applies to domestic airlines with destinations of Denpasar, Batam, Bintan, Manado, 
Yogyakarta, Labuan Bajo, Belitung, Lombok, Lake Toba and Malang; (4) Encouraging incentives in accordance 
with the association's suggestion that tax on hotels and restaurants in 10 tourist destinations should be zero; 
(5) The government will subsidize or provide grants to local governments affected by the reduction in tax rates 
for hotels and restaurants in the regions by Rp.3.3 trillion; (6) In the APBN there is also IDR 147 billion of 
physical DAK for tourism, which until now the regions have not been able to use. It is planned that the DAK will 
be converted into a grant to the regions so that it can spur tourism development; (7) Encouraging the movement 
of domestic tourists by continuing to carry out promotional campaigns for domestic tourism, encouraging 
meetings of government agencies and corporations in domestic tourist destinations; (8) Promoting existing 
events (music, sports) in the country. On the other hand, efforts were also made to attract the potential of MICE 
and international events to be held in Indonesia. 

 

4. Conclusion 

The Covid 19 pandemic has had a significant impact on all aspects of life, be it health aspects, lifestyle, including 
impacting various sectors in the economy. The tourism sector is one of the sectors affected by the COVID-19 
pandemic. Limited human mobility between regions has resulted in a decrease in tourist visits. 

Data shows that during the period January-July 2020 the number of foreign tourist visits to the Kepulauan Riau 
Province continued to decline. In July 2020 the number of foreign tourist visits to the Kepulauan Riau Province 
only amounted to 1 765 visits, experiencing a contraction of -99.19% (yoy). Cumulatively, the number of foreign 
tourist arrivals during that time period also contracted by -81.71% (yoy) with the number of visits of 404 613 
decreasing compared to the number of visits in January-July 2019 which reached 1 623 977 visits. Foreign 
tourists visiting the Kepulauan Riau during January-July 2020 were dominated by tourists from Singapore 
(45.46%), Malaysia (11.55%) and China (5.86%) from various countries such as India, Philippines, UK, Japan, 
Australia, South Korea and America. Travel and visit restriction policies implemented by various countries have 
an influence on the number of tourist visits to the Kepulauan Riau Province. The number of tourist arrivals from 
Singapore, Malaysia and China in January-July 2020 contracted by -75.60%, -71.51% and -86.00% (yoy), 
respectively. 

The average room occupancy rate (ROR) of star hotels in the Kepulauan Riau Province in June 2020 reached 
14.45 percent. When compared with June of the previous year, the ROR for star-rated hotels in Kepulauan Riau 
Province decreased by 36.73 points, where the ROR for June 2019 was 51.18 percent. The decrease in the 
number of foreign tourist visits to the Kepulauan Riau Province has resulted in the dismissal of workers 
reaching 4 711 people by April 2020. This workforce dismissal has an impact on lowering people's income, 
thus holding back the performance of large trading and retail business fields due to a decrease in purchasing 
power. The slowdown in the performance of the wholesale and retail trade business fields was also directly 
affected by the decline in the number of tourists which resulted in reduced purchases made by tourists. This 
condition affects the slowing economic growth of the Kepulauan Riau Province where the economy of the 
Kepulauan Riau in the first quarter of 2020 compared to the fourth quarter of 2019 (q-to-q) experienced a 
contraction of -4.51 percent. In the second quarter, economic growth continued to contract by -7.55%. 

The implementation of the new normal era by implementing strict health protocols can be a hope for efforts to 
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restore the tourism sector. Due to the very limited mobility of people between countries, tourism business 
actors can shift priorities to further optimize the potential for domestic tourists. Opening tourist locations by 
implementing strict health protocols, providing promotion of attractive tour packages for tourists involving 
accommodation and transportation service providers such as hotels, tour and travel entrepreneurs, restaurants, 
MSMEs and others to attract domestic tourists. In addition, tourism businesses can also take advantage of 
technology to innovate by providing virtual tourism services. The recovery of the condition of this sector also 
requires support from the role of the government, both central and regional. Various policies are needed, both 
fiscal and non fiscal stimulus. 
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Abstract 

This study aims to determine the level of customer satisfaction with service quality at EDUMART KOSUKU 
UNSOED based on direct evidence, trust, responsiveness, assurance and empathy. This research is a quantitative 
research. The subjects of this study were EDUMART KOSUKU UNSOED consumers. Data collection used 
questionnaires and documentation, while data analysis was performed using SPSs software. The results of data 
analysis show that the consumer satisfaction variable has a significant influence on the variable quality of 
services provided by Edumart KOSUKU UNSOED based on physical evidence, evidence of trust, evidence of 
responsiveness, proof of assurance, evidence of empathy and repurchase intention. 

Keywords: Customer Satisfaction, Service Quality 

 

1. Introduction 

KPRI KOSUKU UNSOED is an organization in the form of a union that has been managed well. Based on the 
complete examination result on KPRI “Kosuku” performed by the supervisor on the performance of KPRI 
“Kosuku” in the organization and management field, business field, capital field, finance, and other field, we can 
conclude that KPRI “kosuku” has been well managed according to the current rules. 

One of the business field of KPRI KOSUKU UNSOED is a goods business unit that especially provide grocery 
goods needed by its member. The establishment of goods business unit was first executed at KPRI KOSUKU 
UNSOED shop. Goods provided in KPRI “Kosuku” is varying in types, such as household necessities, clothing 
(garments, towels, socks, etc), otomotive tools, etc. Income from goods business unit in 2016 are Rp 
57.436.100,00. 

On 2018, along with the opening of integrated lab of Economy and Business Faculty of UNSOED, KOSUKU 
expand the KPRI KOSUKU UNSOED by opening a minimarket called EDUMART in a stragegic location in the 
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front of the integrated lab of Economy and Business Faculty. EDUMART as a new business unit of KOSUKU 
UNSOED is developing rapidly. It was proven by the amount of sales transaction that reache 5000 transactions 
per day. This amount of transaction requiring the manager of EDUMART to provide better quality of service so 
the customer would feel satisfied by EDUMART’s service. A good quality service will bring impact on customer’s 
satisfaction and finally leads to the increase of income of EDUMART. This is in accordance with Kotler (2016) 
that a company may increase the customer satisfaction by lowering the price, increasing the quality of service, 
and improving the quality of the product. 

Quality of service is an important factor in improving the competitiveness of a company. Consumer always have 
a changed expectations along with the current development. Consumen will assess the service given by 
comparing the service from one company to the other similar companies. And also by comparing the expected 
service to the actual accepted service. This research is aimed to learn the consumen satisfation level based on 
direct evidence, trust, response, assurance, and good empathy, partially and simultaneously. This research is a 
form of our contribution as a researcher in particular and UNSOED in general to further advancing the union in 
Indonesia 

 

2. Literature Review 

2.1. Concept of Service Quality  

Service Quality (SERVQUAL) is a descriptive method to describe the customer satisfaction level. This method 
was developed in 1985 by A. Parasuraman, Valarie A. Zeithaml, and Leonard L. Berry through their article in 
Journal of Marketing. The method in the journal then being revised by them through an article titled article 
“SERVQUAL: A Multiple-Item Scale for Measuring Consumer Perceptions of Service Quality.” The concept of 
service quality, as introduced by Parasuraman, Zeithaml, and Berry can be seen on the following scheme: 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2.1. Scheme of Service Quality 

Service Quality including five main dimension such as : 

1) Tangibles (direct evidence). Display of physical facilities, tools, personnel, and communication tools.  
2) Reliability (trust). The ability to display the promised service realiably and accurately.  
3) Responsiveness. Willingness to help the consumer and provide a prompt service.  
4) Assurance (guarantee). Knowledge and politeness of the employee and their ability to deliver trust and 

confidence.  
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5) Empathy (). Requirements set to give attention and care that individually focused on each consumer. 

A lot of ways can be performed to improve the service quality, such as by performing the evaluations and 
improvement periodically. Some methods to improve the service quality are as follows : 

1) Getting feedback from the customer 

There are lots of ways to get feedback from the customer, such as performing a survey and follow up to the 
customer after the service is given. This method can be performed through emails. Other method is by doing a 
trial test of product to the active customer in social media, giving discount or other benefits to the customer as 
a reward to the input given, and utilize the technology to monitor the business development such as through 
website, google analytics, and so forth.  

2) Performing a company evaluation 

Methods that can be done to perform an evaluation are by survey with the focus on the most important thing 
to be known. Survey can be performed to learn the empathy or care to the customer, assessing the ability of a 
company related to their reliability and responsiveness, and to learn the service and product quality based on 
the customer’s direct experience such as the function of the product, hygiene level, employee’s appearance, etc. 

3) Improving the company service 

Improving the company service can be done by giving a clear standard of company service to the employee, 
training the employee to be someone who is responsible, responsive, and have a high work ethic. If possible, 
improvement can be performed by giving bonuses to the employee with an achievement. And also by giving the 
customer a convenience in delivering their input is something that is necessary to be done. But, it will be better 
if all of improvements of the company service quality is performed sustainably. 

2.2 Consumer satisfaction 

Consumer satisfaction can be displayed through the attitude of a consumer towards a purchase. Satisfaction, 
according to Kotler (2016) is a happy or disappointment feeling of someone that appear after comparing the 
considered performace (result) of a product to the expected performace (result). Kotler (2016) explains that a 
company may improve the consumer satisfaction by selling the product with an adequate price, or increasing 
the service, and increasing the quality of the product in result. Based on this statement, then there are three 
things that can affect the consumer satisfaction as follows :  

1) Price  

Price is also the amount of money charged for a product, or the amount of values exchanged by consumer for 
the benefit of owning or using a product. 

2) Service quality  

Service quality is an ability to fulfill the internal and external needs of the consumer consistently according to 
the procedure. Producer is demanded to try to understand what the consumer wants, so that they have hope to 
get a good quality service.  

3) Product quality  

Product quality is an ability of a product to perform its functions, including its durability, it convenience to be 
used and repaired, and other valuable attributes. 

There are some strategies that can be performed by the company to increase the customer satisfaction. Few 
strategies of customer satisfaction published by Tjiptono (2014) are as follows :  

1) Marketing strategy as Relationship Marketing Strategi where the exchange transaction between the buyer 
and the seller is continually going, does not end after the sales end.  

2) Strategy of superior customer service. This strategy offers a better service compared to other competitor.  
3) Strategy of unconditional guarantees or extraordinary guarantees. This strategy is a commitment to give 

satisfaction to the customer that will be the source of dynamism/dynamics of the perfection of the quality 
of the product or the service and the company performance.  
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4) Strategy of effective complaint management. Complaint management gives an opportunity to change an 
unsatisfied customer to be satisfied.  

5) Strategy of company performance improvement. Including various effort such as monitoring and asessing 
the customer satisfaction continually, giving education and training related to salesmanship 
communication, giving training to the employee and management worker.  

6) Applying Quality Function Development (QFD). Quality Function Development (QFD) is a practice of 
designing a process for responses to the customer needs.  

After buying, consumer will experience a stage of post-buy, in this stage a consumer will feel a certain level of 
satisfaction or unsatisfaction that will affect their next consumption attitude. If a consumer feels satisfied then 
they will express the next behavior, which is the re-buying. According to Kotler (2016), there are four tools to 
track and assess the customer satisfaction, which are : complaint and suggestion system, survey on customer 
satisfaction, ghost shopping, and lost customer analysis.  

According to Tjiptono (2014), a customer who feels not satisfied will also interact with different act, some will 
stay silent while other will file a complaint. Regarding this matter, there are three categories on responses or 
complaint to unsatisfaction, such as :  

1) Voice response, which is an effort to deliver a complaint directly and/or asking for a compensation to the 
related company nor to their distributor.   

2) Private response which is an act such as informing or warning a colleague, friend or family regarding their 
experience with the related product or company.  

3) Third-party response which is an act including the effort to ask for a compensation legally, complain via 
mass media, or directly visiting a consumer institution, law institurion, etc.  

 

3. Research Method 

3.1 Research Approach   

This study is a quantitative and survey research. Quantitative research means that the data of ths research is in 
the form of number/numeral. While survey research, according to Sugiyono (2017) is a research that reveals 
the existing data without giving any treatment or manipulation on the variable on the study. 

3.2 Subject and Setting of the Research 

Subject of this study are te consumers of EDUMART KOSUKU UNSOED. This study was performed for eight 
months. Population of this study are all of the consumers of EDUMART KOSUKU UNSOED on 2020. Sample are 
part of the characteristic amount that belongs to the population (Sugiyono, 2017). Sample used must be able to 
represent and mirror the existing population. This study is using the purposive sampling technique. 

3.3 Data collecting technique 

Data used in this study are primary data. Primary data was obtained by distributing questionnaire that has been 
validated and proven reliable/ has passed the validity and reliability test. Validity test was used to assess the 
validity level of the instruments for each variable. Reliability test was used to learn whether the instrument 
used is capable to reveal the data that is trusted and match with the actual condition.  

3.4 Data Analysis Technique 

Satisfaction or unsatisfaction is a happy or disappointment feeling of someone that comes from the 
comparation between the impression of the expected performance of the product. In this study the attributes 
of satisfaction consists of five aspects such as direct evidence, trust, responsiveness, assurance, and empathy. 
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4. Result and Discussion 

4.1 General Descriptive of the Respondents 

Respondent in this study are 301 people with the age ranged between 28-58 years old. Here are the 
classification of respondents based on sex, job and membership in KPRI “KOSUKU” UNSOED. 

 

Table 1. Classifications of the Respondents 

No Classification Quantity Percentage 

1 Sex Female 242 80,40 % 

Male 59 19,60 % 

 Total 301 100 % 

2 Job Lecturer 15 4,98 % 

Education worker 4 1,33 % 

Student 282 93,69 % 

 Total 301 100 % 

3 KPRI “KOSUKU” UNSOED 

Membership 

Member 24 7,97 % 

Non-member 277 92,03 % 

 Total 301 100 % 

Source: processed questionnaire data  

Based on the data on the table above, we know that female student respondent without KPRI “KOSUKU” 
UNSOED membership is still more comparing to the respondents from the other classification.  

 

4.2 Result 

This study consists of two main variable, which is consumer satisfaction variable as independent variable and 
service quality as dependent variable. Service quality variable also based on six attributes that consists of 
physical evidence, trust evidence, responsiveness evidence, assurance evidence, empathy evidence and 
intention of re-buying. 

4.2.1 Consumer satisfaction variable 

Consumer satisfaction variable is explained into six item of statements. The amount of respondent’s response 
for this variable is clearly written in the following table : 

The calculation above showed that the respondent’s response regarding consumer satisfaction variable have 
the index % of 78,52 % in the agree category. It means that as much as 78,52 % respondents agreed that, as the 
consumer of Edumart KOSUKU UNSOED, they feel satisfied with the service given and with the quality of the 
product that they got from Edumart. 

4.2.2 Service quality variable 

Service quality variable is based on six attributes that is explained into thirty two questionnaire items. While 
the summary of index% score is displayed in the following Table 3. 
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Table 3. Summary of index% score for each indicator 

Indicator % Index score 

Physical evidence 80,04% 

Trust evidence 78,74% 

Responsiveness evidence 76,89% 

Assurance evidence 75,30% 

Empathy evidence 76,10% 

Intention of re-buying 76,91% 

 

Based on the result showed in Table 3, the respondents’ response on service quality on physical evidence is that 

80.04% of respondents agreed that the service quality of Edumart KOSUKU UNSOED based on physical evidence 

is good, starting from the location, facilities and infrastructure communication or reservation facility that is 

available and also the cleanliness and neatness of the place or the employees. On the other hand for service 

quality variable, based on trust evidence has the %index for 78,74 % in the agree category, means that the 

respondents agreed that the service quality of Edumart KOSUKU UNSOED based on the trust evidence is good, 

starting from the promptness of the employee in giving the responses to customer’s complaints untill the 

sensibility of the employee in handling the customer needs.    

Service quality variable based on responsiveness evidence including the willingness of the employee in helping 
the customer’s necessity, good response-giving when there are complains from the consumer until the 
employee’s willingness in giving the complete information to the customer regarding the product that they sell. 
Based on the result, we gained a % index of 76,89 % in the agree category. It means that as much as 76,89 % 
respondents agreed that the service quality of Edumart KOSUKU UNSOED that based on responsiveness 
evidence is good.    

The calculations above showed that the respondents’ response regarding the service quality based on the 
assurance evidence have the %index of 75,30 % in the agree category. It means that as much as 75,30 % 
respondents agreed that the service quality of Edumart KOSUKU UNSOED that based on assurance evidence is 
good, starting from how the product is guaranteed to be in good quality, have the licence PIRT/BPOM, not 
expired and not damaged until the suitable of the product with the customer’s expectation. Service quality 
variable based on empathy evidence has the %index of 76,10 % in the agree category. It means that as much as 
76,10 % respondents agreed that the service quality of Edumart KOSUKU UNSOED that based on empathy 
evidence is good, starting from the care and attention of the employee to the customer, giving tolerance to the 
customer when there are problems arise, prioritize the customer’s interest until building the intimacy with the 
customer. While the service quality variable based on the intention of re-buyin has the %index of 76,91 % in 
the agree category. It means that as much as 76,91 % of the respondents agreed that the service quality of 
Edumart KOSUKU UNSOED that based on the intention of re-buying is good, starting from the willingness of the 
customer to re-shop at Edumart until their willingness to look for information regarding events/promotion that 
being held by Edumart.      

Based on the result obtained, we learn that the service quality based on physical evidence attribute has the 
biggest %index, followed by trust evidence, responsiveness evidence, assurance evidence, intention of re-
buying, and empathy evidence consequently. The implication of this study is that it is necessary to perform the 
improvement on the service given to the consumer continuously to keep improving the consumer satisfaction 
on the service of Edumart KOSUKU UNSOED. 
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Indonesia’s economic growth is vastly dependent on the results of the SME’s business, but there is a scarcity of 
research in the Indonesia’s SMEs Core Competencies to reach internationally. This study identifies the Core 
Competencies, Dynamic Capability, Innovation Strategies, Brand Communication, Brand Switching Behavior, 
Competitive Positioning, Competitive Advantages, and Brand Performance to enhance the Indonesia’s SMEs’ 
internationalization brand. A structured questionnaire was developed for carrying out the quantitative study. 
A 300 amount of primary data was distributed based on the statement of global customer of 10 most familiar 
Indonesia’s SME’s Brand abroad. The data was collected through a survey in August 2019 - January 2020. The 
Statistical Package for the Social Sciences (SPSS), Structural Equation Modelling (SEM), with Linear Structural 
Relationship (LISREL) were performed. The results shows that, the Core Competencies, the international 
perspective on Core Competencies to gain Competitive Advantage appears to be crucial for Indonesia’s SME’s 
Brand Performance 

Keywords: Core Competencies; Dynamic Capability; Innovation Strategies; Brand Communication; Brand 
Switching Behavior; Competitive Positioning; Competitive Advantages; Brand Performance. 
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Abstract 

This study aims to prove whether diversity of directors can reduce the probability of financial statement fraud 
occurring. This study also wants to prove the relationship between the diversity of directors and the lack of 
probability of occurrence of financial statement fraud with the effectiveness of board supervision and the 
effectiveness of the audit committee as moderating variable. This study used purposive sampling with the 
criteria that the company publishes annual reports from 2016 to 2018 period. The results showed that the 
diversity of the level of education of the board of directors reduces the probability of financial statement fraud. 
The results also show that the supervision of the board of commissioners and the audit committee is able to 
moderate the relationship between board diversity and financial statement fraud. The study was limited to the 
research period, only three years of research from 2016 to 2018. 

Keywords: Board Diversity, Financial Statement Fraud, Board of Commissioner, Audit Committee 

 

1. Introduction 

Fraud is a prohibited act that can harm various parties. Fraud is one of the actions that gives a negative impact 
to the company. Steve et al. (2009) states that fraud is an act committed by an individual with the aim of making 
a profit. According to the Report to the Nations Asia-Pacific Edition issued by the ACFE (The Association of 
Certified Fraud Examiners), Indonesia ranks first in 36 cases out of a total of 198 cases in the Asia-Pacific region 
(ACFE, 2020). 

ACFE (2020) categorizes fraud into three types of categories, corruption, assets misappropriation, and financial 
statement fraud. Financial statement fraud is defined by Rezaee & Riley (2009) as intentional misstatement or 
negligence of financial statement disclosure to manipulate users of financial statements, especially investors 
and creditors. One type of fraud is financial statement fraud which occupies the last position as much as 9.2% 
of the total findings of the most fraud in Indonesia according to a survey conducted by the ACFE Indonesia 
Chapter in 2019 (ACFE Indonesia, 2020). Based on findings in Indonesia fraud in financial statement fraud 
ranks lowest from all fraud. Furthermore, financial statement fraud is difficult to detect because fraud is in the 
form of earnings management. 

One example of fraud that occurred in Indonesia was at PT. Garuda Indonesia (Persero) Tbk, which committed 
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a financial statement fraud then caused the company to restate its financial statements (Sukamto, 2019). The 
occurrence of fraud in companies such as PT. Garuda Indonesia (Persero) Tbk, should be prevented by such as 
the board of directors, the board of commissioners, and the audit committee. 

It is hoped that diversity in the board of directors can help carry out their duties. Decisions taken by company 
directors are the result of a process of assessment, policy and decision making that comes from their personal 
background and professional context (Katmon et al., 2019) so that can produce the best decisions that can 
prevent financial statement fraud. 

Muntoro (2006) states that the board of commissioners acts in supervising company policy and provides advice 
to the board of directors. By conducting supervision, the board of commissioners will strengthen the 
relationship between the diversity of the directors on the company's board of directors with slackening 
probability of financial statement fraud occurred in the company.  

Moreover, the board of commissioners also has an audit committee that help supervising company policy. In 
addition, they have significant role to provide opinions independently and professionally to be submitted to the 
board of commissioners. In general, the audit committee performs tasks related to the supervisory actions 
performed by the board of commissioners. The audit committee also exclusively responsible for overseeing the 
quality of financial reports which then helps companies to reduce earnings management practices (Qinghua et 
al., 2007). With the existence of an audit committee as an organ that assists the board of commissioners in 
supervising company policy, it is hoped that this audit committee will strengthen the relationship between the 
diversity of the board of directors on the company's board of directors with reducing probability of occurrence 
of financial statement fraud in the company. 

Recent studies about the diversity of the board of directors has received a lot of attention (Ferreira, 2015). This 
research is a further research from Katmon et al. (2019) which discusses the diversity of directors on the quality 
of CSR disclosure. Furthermore, this research also related with the study conducted by Capezio & Mavisakalyan 
(2016), Lenard et al. (2017), Cumming et al. (2015), Xu et al. (2018), and Ghafoor et al. (2019) about fraud that 
happened in the company related to one of the diversity of the board in this research. The diversity of the board 
in previous study only consist gender diversity or proportion of women director on board of directors. This 
study expanded the diversity of the board not only seeing the diversity from gender perspective, but also adds 
the diversity of board of directors age, education level and tenure of boards. This study aims to figure out the 
relationship between the diversity of board of directors and the company's motivation to commit financial 
statement fraud and the role of the board of commissioners and the audit committee in supervising the 
company. 

 

2. Literature Review 

2.1 Upper Echelon Theory 

Upper echelon theory states that organizational outcomes such as organizational strategy and performance 
levels are explained by characteristics of managerial background (Hambrick & Mason, 1984). Actions taken by 
executives are based on their personal interpretations of the strategic situations they are facing and from their 
experiences, values and personality of the executive itself (Hambrick, 2007). Hambrick & Mason (1984) explain 
that managerial background can predict the outcome of an organization. The combination of certain situations, 
the characteristics of the upper echelon leads to the strategic choices made by the company and the interaction 
of the three determines the level of organizational performance. The characteristics of the upper echelon in this 
theory lead to age, functional track, career experience, formal education, socioeconomic background, financial 
position, and group heterogeneity. 

2.2 Behavioural Theory of Boards 

Cyert & March (1963) explain the theory of corporate behavior which is the basis of the upper echelon behavior 
theory. Cyert & March (1963) explained that companies have a goal orientation and information processing so 
that companies can compare their performance with their past performance and other companies, especially 
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competitors. The complexity of the business environment makes it impossible for the upper echelon to 
understand all the relationships between the variables around them, so that the decision-making process needs 
to be simplified (Van Ees et al., 2009). It is assumed that the upper echelon has limitations in their ability to 
process information and solve complex problems (Cyert & March, 1963). 

2.3 Financial Statement Fraud 

Statement on Auditing Standards (SAS) No. 99, AU 316 No. 06 describes misstatements that appeared from 
fraudulent financial reporting as intentional misstatements or in other words omissions in disclosures in 
financial statements designed to deceive users of financial statements. This actions will causing financial 
reports not to be presented in accordance with generally accepted accounting principles (GAAP). The 
Association of Certified Fraud Examiners (ACFE) defines financial statement fraud as an intentional, wilful act 
or omission of material facts or misleading accounting data and, when considered with all available information, 
will cause the reader to change or change his or her judgment or decision (Rezaee & Riley, 2009). Rezaee & 
Riley (2009) provides a definition that financial statement fraud is a misstatement or deliberate omission of 
numbers or disclosure of financial statements to deceive users of financial statements, especially investors and 
creditors. 

2.4 Board Diversity 

Board diversity is defined as the varying composition of the board of directors, which can be categorized into 
both directly observable (eg, gender, age and ethnicity) and less visible (eg, education and work experience) 
(Galia & Zenou, 2013). The need for a diverse board is increasing due to the global economy and complex 
challenges in business (Tan et al., 2014). Diversity in boards is beneficial for improving the quality of firm 
decisions (Marimuthu & Kolandaisamy, 2009), offering better problem solving (Dobbin et al., 2011) and 
increasing organizational competitiveness (Gregoric et al., 2009). 

Milliken & Martins (1996) in their research stated that board diversity has two sides, at first, the diversity can 
increase creativity, on the other hand it allows group members to feel dissatisfied and fail to adapt to the group. 
From this problem, there are indications that stated the board of director’s diversity can strengthen the 
occurrence of fraud. 

2.5 Board of Commissioners 

Peraturan Otoritas Jasa Keuangan Number 33 / POJK.04/2014 concerning Directors and Board of 
Commissioners or Public Companies explains that the board of commissioners is part of a company that has 
the duty to carry out general and specific supervision in accordance with the articles of association and provide 
advice to the board of directors . In addition, as supervisor in the company, the board of commissioners also 
acts as a representative of the shareholders by ensuring that all management actions are in the best interests 
of the company (Hermawan, 2011). With its role as supervisor, it is hoped that the board of commissioners can 
prevent financial statement fraud in the company. 

2.6 Audit Committee 

Peraturan Otoritas Jasa Keuangan Number 55 / POJK.04 / 2015 concerning the establishment and 
implementation guidelines for the audit committee's work explains that the audit committee is a committee 
that is responsible and formed by the board of commissioners with the aim of providing assistance in carrying 
out the functions and duties of the board of commissioners, the audit committee also has duties, responsibilities 
and authorities during carrying out its duties and responsibilities. Peraturan Otoritas Jasa Keuangan Number 
55 / POJK.04 / 2015 also regulates the duties and responsibilities of the audit committee, such as providing 
recommendations for the appointment of an accountant to the board of commissioners. 
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3. Research Methodology 

This study uses secondary data in the form of annual reports from 2016 to 2018 obtained from the Indonesia 
Stock Exchange website and the other data sources such as Thomson Reuters. The population in this study are 
all companies listed on the Indonesia Stock Exchange except for companies in the financial sector. The sampling 
method used in this study is the purposive sampling method, the company should have published annual 
reports during the 2016 to 2018 period, and the companies are not included in the financial sector companies. 
The final sample used in this study were 142 companies. 

Capezio & Mavisakalyan (2016) explained in their study that fraud occurred in companies is the result of the 
role of the board of directors in supervising corporate governance that used to assess the effectiveness of the 
board. The upper echelon has limitations in their ability to process information and solve complex problems 
(Cyert & March, 1963). That is the reason why the need for a diverse board is increasing due to the global 
economy and complex challenges in business (Tan et al., 2014). Lenard et al. (2017) and Cumming et al. (2015) 
stated that the presence of women on the board of directors can help reduce fraud. It related with their 
monitoring governance role that has to be more effective and diligent (Capezio & Mavisakalyan, 2016). 
Hambrick & Mason (1984) in the upper echelon theory explain that the characteristics of the age of the upper 
echelon affect the choice of company strategy. Xu et al. (2018) stated that age is an important factor in taking 
risks in the decision making process. In addition, older boards of directors have a tendency to recognize that 
certain business practices are immoral (Deshpande, 1997). On the other hand, younger board of directors will 
be more innovative and have a higher ability to process new ideas (Van Ness et al., 2010). Xu et al. (2018) in 
their research also stated that age affects ethical decision making. In the upper echelon theory described by 
Hambrick & Mason (1984) it is stated that educational background explains a lot about an individual. Hambrick 
& Mason (1984) also explain that a person's basic knowledge and skills are based on the education he has taken. 
Individual cognitive values and preferences are examples of how education can influence both. The term of 
office of the board refers to the length of time a director holds a director position in the organization (Shiah‐
Hou & Cheng, 2012). Previous literature offers mixed views on the diversity of board tenure. On the one hand, 
long board tenure has the advantage because directors have greater experience with company policies and 
expertise in monitoring the reporting process in organizations (Chan et al., 2013). Longer tenure will keep 
directors in their comfort zone and tend to repeat the same process. So that the existence of a board of directors 
with a shorter term of office is still needed. For all of those reason, diversity of the boards of directors is expected 
to help reduce the probability of financial statement fraud occurring in the company. 

H1a: The higher the proportion of women on the board of directors reduces the probability of financial statement 
fraud occurring in the company 

H1b: Diversity age of the board of directors reduces the probability of financial statement fraud occurring in the 
company 

H1c: Diversity education level of the board of directors reduces the probability of a financial statement fraud  
occurring in the company 

H1d: Diversity tenure of the board of directors reduces the probability of a Financial Statement Fraud occurring 
in the company  

In accordance with the Peraturan Otoritas Jasa Keuangan No. 33 / POJK / 04/2014 about the Board of Directors 
and the Board of Commissioners or Public Companies, which states that the board of commissioners is in charge 
of supervising and providing advice to the board of directors. The form of supervision carried out by the board 
of commissioners is contained in the annual report in the form of a report on the supervisory duties that have 
been carried out by the board of commissioners during the previous financial year in accordance with Pasal 66 
Ayat 2 Undang-Undang No. 40 Tahun 2007. 

H2: The effectiveness of monitoring the Diversity of the Board of Commissioners strengthens the relationship 
between the Diversity of the Board of Directors and reduce probability of Fraud Financial Statement occurred 

Peraturan Otoritas Jasa Keuangan No. 55 / POJK.04 / 2015 concerning the establishment and implementation 
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guidelines for the audit committee's work, explains that the audit committee is a committee that responsible 
and formed by the board of commissioners with the goals of providing assistance in carrying out the functions 
and duties of the board of commissioners. In its role of helping the company's board of commissioners, the audit 
committee must have knowledge, experience in their work, and at least one member has an educational 
background in accounting and finance. With their qualifications, and their duties in assisting the board of 
commissioners in carrying out their duties, it is hoped that the audit committee can play a role in preventing 
financial statement fraud in the company by supervising it in accordance with its duties and responsibilities. 

H3: The effectiveness of the Audit Committee strengthens the relationship between the Diversity of Directors and 
reduce the probability of Fraud Financial Statement occurred. 

Financial Statement Fraud (FSF) in this study calculated using Beneish M-Score Model (Beneish, 1999). The 
gender diversity of the board of directors or the proportion of women directors (GENDER) in this study was 
measured using the Blau Index data in the proportion of each sex category of directors in the board of directors 
(Kílíç & Kuzey, 2016). The age diversity of the board of directors (AGE) is measured using the Blau Index, which 
is the coefficient of variation of the age of the board of directors (Katmon et al., 2019). The level of education 
diversity of board of directors is measured using the Blau Index (EDULEVEL), which is the coefficient of 
variation in the tenure of the board members (Katmon et al., 2019). The tenure of the board of directors is 
measured using the Blau Index (TENURE), which is the coefficient of variation in the tenure of the board 
members (Katmon et al., 2019). 

The effectiveness of the supervision of the board of commissioners (BOCSCORE) is measured using a score 
obtained from a list of questions which is in accordance with research conducted by Hermawan (2011). The 
effectiveness of the audit committee (AUD) is measured using the scoring method developed by the ASEAN 
Corporate Governance Scorecard (2017). The control variable in this study is measured by the size of the board 
of directors (Cumming et al., 2015; Lenard et al., 2017; Xu et al., 2018), independence of the board of directors 
(Cumming et al., 2015), number of board meetings (Cumming et al., 2015), and firm size (Cumming et al., 2015; 
Lenard et al., 2017; Xu et al., 2018). There are three models used in this study: 

𝐹𝑆𝐹 =  0 +  1 𝐺𝐸𝑁𝐷𝐸𝑅𝑖𝑡 +  2 𝐴𝐺𝐸𝑖𝑡 +  3 𝐸𝐷𝑈𝐿𝐸𝑉𝐸𝐿𝑖𝑡 +  4 𝑇𝐸𝑁𝑈𝑅𝐸 +
               5 𝐵𝑂𝐷𝑆𝐼𝑍𝐸 +  6 𝐵𝑂𝐷𝐼𝑁𝐷 +  7 𝐵𝑂𝐷𝑀𝐸𝐸𝑇 +  8 𝑆𝐼𝑍𝐸 +  𝑖  

(1) 

𝐹𝑆𝐹 =  0 +  𝐺𝐸𝑁𝐷𝐸𝑅𝑖𝑡 +  2 𝐴𝐺𝐸𝑖𝑡 +  3 𝐸𝐷𝑈𝐿𝐸𝑉𝐸𝐿𝑖𝑡 +  4 𝑇𝐸𝑁𝑈𝑅𝐸 𝑖𝑡 +
 5 𝐺𝐸𝑁𝐷𝐸𝑅 ∗                𝐵𝑂𝐶𝑆𝐶𝑂𝑅𝐸 +  6 𝐴𝐺𝐸 ∗ 𝐵𝑂𝐶𝑆𝐶𝑂𝑅𝐸 +  7 𝐸𝐷𝑈𝐿𝐸𝑉𝐸𝐿 ∗
 𝐵𝑂𝐶𝑆𝐶𝑂𝑅𝐸 +  8 𝑇𝐸𝑁𝑈𝑅𝐸 ∗                𝐵𝑂𝐶𝑆𝐶𝑂𝑅𝐸 +  9 𝐵𝑂𝐷𝑆𝐼𝑍𝐸 +  10 𝐵𝑂𝐷𝐼𝑁𝐷 +
 11 𝐵𝑂𝐷𝑀𝐸𝐸𝑇 +  12 𝑆𝐼𝑍𝐸 +  𝑖  

(2) 

𝐹𝑆𝐹 =  0 +  𝐺𝐸𝑁𝐷𝐸𝑅𝑖𝑡 +  2 𝐴𝐺𝐸𝑖𝑡 +  3 𝐸𝐷𝑈𝐿𝐸𝑉𝐸𝐿𝑖𝑡 +  4 𝑇𝐸𝑁𝑈𝑅𝐸 𝑖𝑡 +
 5 𝐺𝐸𝑁𝐷𝐸𝑅 ∗                𝐴𝑈𝐷 +  6 𝐴𝐺𝐸 ∗ 𝐴𝑈𝐷 +  7 𝐸𝐷𝑈𝐿𝐸𝑉𝐸𝐿 ∗  𝐴𝑈𝐷 +  8 𝑇𝐸𝑁𝑈𝑅𝐸 ∗
 𝐴𝑈𝐷 + 9 𝐵𝑂𝐷𝑆𝐼𝑍𝐸 +                10 𝐵𝑂𝐷𝐼𝑁𝐷 +  11 𝐵𝑂𝐷𝑀𝐸𝐸𝑇 +  12 𝑆𝐼𝑍𝐸 +  𝑖  

(3) 

Where, FSF = Financial Statement Fraud; GENDER = Gender Diversity (the proportion of women) in the Board 
of Directors; AGE = Age of the Board of Directors; EDULEVEL = Board of Directors Education Level; TENURE = 
Term of Office of the Board of Directors; BOCSCORE = Board of Commissioners' Oversight Effectiveness Score; 
AUD = Audit Committee Effectiveness Score; BODSIZE = Size of the Board of Directors; BODIND = Independence 
of the Board of Directors; BODMEET = Number of Board of Directors Meetings; SIZE = Company Size. 
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4. Results 

4.1 Descriptive Statistics 

Table 1. Descriptive statistics 

Variable fraud=0 fraud=1 

Obs Mean Std. Dev. Min Max Obs Mean Std. Dev. Min Max 

edulevel 406 0.362 0.188 0.000 0.694 20 0.257 0.233 0.000 0.611 

age 406 0.150 0.071 0.000 0.395 20 0.152 0.076 0.048 0.375 

tenure 406 0.608 0.393 0.000 1.841 20 0.690 0.340 0.000 1.300 

gender 406 0.148 0.204 0.000 0.500 20 0.162 0.207 0.000 0.500 

bodind 406 0.208 0.163 0.000 1.000 20 0.168 0.110 0.000 0.333 

bodmeet 406 17.086 12.187 3.000 72.000 20 18.500 11.095 7.000 48.000 

bodsize 406 5.037 1.691 2.000 11.000 20 4.650 1.182 2.000 6.000 

size 406 29.458 1.527 24.284 33.474 20 29.393 1.200 27.072 32.215 

boc 406 39.776 6.153 0.000 48.000 20 39.450 2.235 34.000 44.000 

aud 406 6.468 0.657 5.000 7.000 20 6.050 1.276 2.000 7.000 

Source: Secondary data processed by the author. 

 

The table shows the results of the descriptive analysis of this study with 426 company samples for three years, 
from 2016 to 2018. This study took 142 samples with a total of 426 observations. Of the total existing sample, 
406 samples are companies between 2016 and 2018 that were not indicated to have committed financial 
statement fraud. Meanwhile, as many as 20 samples from 2016 to 2018 were categorized as having indications 
of committing financial statement fraud. Furthermore, the table shows that as many as 4% of companies that 
have been observed have indications of committing financial statement fraud. This means that of the total 
observations, only a few indicated that they had committed financial statement fraud. 
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4.2 Assumption Test Results 

4.2.1 Multicollinearity 

Table 2. Multicollinearity test 

Variable VIF 

edulevel 1,06 

age 1,15 

tenure 1,04 

gender 1,02 

bodind 1,19 

bodmeet 1,26 

bodsize 1,65 

size 1,60 

boc 1,18 

aud 1,10 

 

Based on the results in the table above, it can be seen from the table, for all variables the resulting VIF value is 
smaller than 10. Thus, it can be stated that the model is declared to have no multicollinearity symptoms. So that 
the assumption of multicollinearity is fulfilled. 

 

4.2.2 Overall Fit Model 

Table 3. Model fitting information 

Model Log Likelihood Chi-

Square 

Prob. 

1 -75.674565 10.95 0.204

8 

2 -74.199723 18.98 0.123

7 

3 -68.310903 50.89 0.000

0 

 

The results of the fitting model test presented in table 3 show that all models 1 and 2 produce a probability 
value of chi square > significant alpha 5% or 0.05. This indicates a decrease in -2LL values of 10.95 and 18.98 
but not really significant, so it can be stated that the model which includes the independent variables does not 
really contribute. In other words, there is no simultaneous influence on the variables of gender diversity (the 
proportion of women) on the board of directors, the diversity of board ages, the diversity of board education 
levels, and the diversity of board tenure controlled by board size, board independence, number of board 
meetings. board of directors, and company size on financial statement fraud and the moderating effect of the 
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board of commissioners' supervisory effectiveness score. 

However, for model 3 it produces a probability value of chi square < significant alpha 5% or 0.05. This shows a 
decrease in the -2LL value of 50.89 and it is significant, so it can be stated that the model by including the 
independent variable is better than inserting the intercept alone. In this case the model is said to be fit. In other 
words, there is a simultaneous influence on the variable gender diversity (proportion of women) on the board 
of directors, the age diversity of the board of directors, the diversity of the education level of the board of 
directors, and the diversity of board tenure which is controlled by board size, board independence, number of 
board meetings, and company size on financial statement fraud and the moderating effect of the audit 
committee effectiveness score. 

4.2.3 Goodness of Fit  

Table 4. Goodness-of-fit 

Model Criteria Chi-Square Prob. 

1 Pearson 425.97 0.3701 

Hosmer-Lemeshow 10.33 0.2426 

2 Pearson 421.70 0.3599 

Hosmer-Lemeshow 5.67 0.6844 

3 Pearson 398.34 0.6766 

Hosmer-Lemeshow 6.03 0.6437 

 

The table shows that the magnitude of the Pearson Chi-Square statistical value and the Hosmer-Lemeshow Chi-
Square statistical value in all models produces a probability > significant alpha 5%, so it can be concluded that 
the results of the Goodness of Fit Pearson Chi-Square and the Hosmer-Lemeshow model are appropriate (there 
is no difference between the observation results and the predicted results). 

 

4.2.4 Determination Coefficient 

Table 5. Pseudo R-square 

Model Pseudo R-Square 

1 0.0622 

2 0.0805 

3 0.1535 

 

The pseudo R-Square in model 1 valued 0.0622 or 6.22%. The result can indicate that the diversity of financial 
statement fraud variables can be explained by gender diversity (the proportion of women) in the board of 
directors, diversity of board age, diversity of board education levels, and diversity of board tenure which is 
controlled by board size, board independence, the number of board meetings, and company size by 6.22%, 
while the remaining 93.78% was the contribution of other variables was not discussed in this study. 

The pseudo R-Square in model 2 valued 0.0805 or 8.05%. This can indicate that the diversity of financial 
statement fraud variables can be explained by gender diversity (the proportion of women) in the board of 
directors, diversity of board age, diversity of board education levels, and diversity of board tenure which is 
controlled by board size, board independence, number of board meetings, and company size by 8.05%, while 
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the remaining 91.95% is the contribution of other variables was not discussed in this study. 

The pseudo R-Square in model 3 valued 0.1535 or 15.35%. the contribution of the relationship between gender 
diversity (the proportion of women) on the board of directors, diversity of board ages, diversity of board 
education levels, and diversity of board tenure controlled by board size. board of directors, independence of the 
board of directors, the number of board meetings, and the size of the company on financial statement fraud by 
15.35%, while the remaining 84.65% is the contribution of other variables was not discussed in this study. 

4.3 Logistic Regression Results 

Table 6. Significance test results 

Variable Coef. (Std. Err.Robust) 

1 2 3 

edu -2.301345** -4.302321 -13.2988 

(1.157007) (5.07821) (9.699877) 

age 2.449583 -16.10687 -16.35157 

(3.819008) (18.70245) (35.94194) 

tenure 0.5425388 0.723862 9.838033*** 

(0.4633566) (2.436521) (3.169973) 

gender 0.5846012 18.19145** 25.01567** 

(1.136067) (7.40784) (11.04768) 

bodind -3.054489** -2.858092** -1.47731 

(1.497335) (1.380058) (1.121805) 

bodmeet 0.0119576 0.0165283 0.0156827 

(0.0156002) (0.015599) (0.0182818) 

bodsize -0.2589428* -0.2364346* -0.1863953 

(0.1434567) (0.1332352) (0.1643853) 

size 0.0509284 0.0522994 0.1955811 

(0.1455286) (0.150081) (0.2140102) 

boc  -0.0374141  

 (0.1106005)  

aud   0.2411444 

  (1.090367) 

edu_boc  0.0489748  

 (0.1191541)  

age_boc  0.4628918  
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 (0.4380033)  

tenure_boc  -0.0040761  

 (0.0608695)  

gender_boc  -0.4427996**  

 (0.1768346)  

age_aud   2.825469 

  (5.418176) 

edu_aud   1.874411 

  (1.580281) 

tenure_aud   -1.537062*** 

  (0.5031896) 

gender_aud   -3.951637** 

  (1.850369) 

_cons -2.993385 -1.742716 -9.459908 

(4.250601) (6.327939) (6.716521) 

 

Information: * significant 10%, ** significant 5%, *** significant 1% 

4.4 Partially Hypothesis Test Results 

Based on the results, it can be seen that the model 1 shows that the level of education of the board of director 
variables have a significant effect on financial statement fraud. Then in model 2, indicate that gender interaction 
variable with BOC shows a significant influence on financial statement fraud. This means the effectiveness score 
of board of commissioners' supervision is able to moderate the effect of gender diversity (the proportion of 
women) on the board of directors on financial statement fraud. Furthermore, in model 3, indicate that the 
interaction variable tenure with AUD and the interaction between gender and AUD shows a significant influence 
on the financial statement fraud. This shows that the audit committee oversight effectiveness score was able to 
moderate the effect of the tenure of the board of directors on the financial statement and the influence of gender 
diversity (the proportion of women) in the board of directors on the financial statement fraud. 

Table 7. Marginal effect results  

Variable Marginal Effect 

1 2 3 

edulevel -0.09992* -0.18331 -0.51811 

age 0.106352 -0.68626 -0.63705 

tenure 0.023555 0.030842 0.383284*** 

gender 0.025381 0.775081** 0.974597** 

bodind -0.13262** -0.12177** -0.05756 
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bodmeet 0.000519 0.000704 0.000611 

bodsize -0.01124* -0.01007* -0.00726 

size 0.002211 0.002228 0.00762 

boc  -0.00159  

aud   0.009395 

edu_boc  0.002087  

age_boc  0.019722  

tenure_boc  -0.00017  

gender_boc  -0.01887**  

age_aud   0.110079 

edulevel_aud   0.073026 

tenure_aud   -0.05988*** 

gender_aud   -0.15395** 

Information: * significant 10%, ** significant 5%, *** significant 1% 

The marginal effect value of the edu variable is -0.09992 (negative), which means that if the Education Level of 
the Board of Directors increases by 1 unit, it tends to decrease the company's chances of Fraud Financial 
Statement occurring by 0.09992 or 9.992%. The marginal effect value of the bodind variable is -0.13262 
(negative), which means that if the independence of the Board of Directors increases by 1 unit, it tends to 
decrease the company's chances of Fraud Financial Statement occurring by 0.13262 or 13.262%. The marginal 
effect value of the bodsize variable is -0.01124 (negative), which means that if the size of the Board of Directors 
increases by 1 unit, it tends to reduce the company's chances of Fraud Financial Statement occurring by 0.01124 
or 1.124%. 

The marginal effect value of the gender_boc interaction variable is -0.01887 (negative), which means that every 
1 unit increase in the Board of Commissioners' Supervisory Effectiveness Score is able to strengthen the 
influence of Gender to reduce the company's chances of Fraud Financial Statement occurring by 0.01887 or 
1.887%. 

The marginal effect value of the tenure aud interaction variable is -0.05988 (negative) which means that every 
1 unit increase in the Audit Committee's Oversight Effectiveness Score was able to strengthen the effect of the 
tenure of the Board of Directors to reduce the company's chances of Fraud Financial Statement occurring by 
0.05988 or 5.988%. The marginal effect value of the gender_aud interaction variable is -0.15395 (negative) 
which means that every 1 unit increase in the Audit Committee's Oversight Effectiveness Score is able to 
strengthen the influence of Gender Diversity (the proportion of women) in the Board of Directors reduces the 
company's chances of Fraud Financial Statement occurring by 0.15395 or 15.395% . 

 

4.5 Classification Accuracy Test 

Classification shows the predictive power of the regression model to predict the probability of financial 
statement fraud occurring. The classification results can be seen in the following table: 
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Table 8. Correctly classified results  

Model Correctly classified 

1 95.31% 

2 95.07% 

3 96.24% 

 

Based on the results it can be seen from Table 8 that the predictive power of model 1 in classifying the 
observations is 95.31%. Then the predictive power of model 2 in classifying the observations is 95.07%. And 
the predictive power of model 3 in classifying the observations is 96.24%. 

 

5. Discussion 

Model one (1) has four hypotheses to see the effect of each diversity of the board of directors in relation to a 
reduced probability or likelihood of financial statement fraud. The test results show that from four types of 
board of director diversity, only one category has a significant result. The diversity that have significant result 
is the diversity of education levels. 

The test results reject hypothesis 1a which states that the proportion of women on the board of directors 
reduces the probability of financial statement fraud occurring in the company. Research on the proportion of 
women on the board of directors by Capezio and Mavisakalyan (2016), Lenard et al. (2017), and Ghafoor, 
Zainudin, and Mahdzan (2019) shows that the presence of women reduces the likelihood of fraud occurring in 
companies is not proven in this study. Thus, the proportion of women on the board of directors has not proven 
beneficial in reducing the possibility of financial statement fraud. This is also supported by looking at the 
proportion of women on the boards of directors in companies in Indonesia. This effect can be seen from the 
data obtained by researchers that of the total number of company boards of directors, only 12% of the total 
number of women directors is from the total board of directors in the sample. 

Hypothesis 1b which states that the age of the board of directors reduces the probability of the occurrence of 
financial statement fraud is also rejected in this study. The age of the board of directors is an important factor 
in reducing the probability of financial statement fraud occurring. Older boards of directors have a better effect 
on decision making (Xu et al., 2018). Likewise, the existence of a younger board of directors, where the younger 
board of directors is expected to be more innovative and have the ability to process new ideas (Van Ness et al., 
2010). With the existence of various ages, it is hoped that the company can get the benefits. 

The test results of this study do not support the results of previous studies, where the synergy of the older and 
younger board of directors age group has a positive impact on the company. Milliken and Martins (1996) in 
their research stated that board diversity has two sides, on the one hand diversity can increase opportunities 
for creativity, on the other hand it allows group members to feel dissatisfied and fail to adapt to the group. In 
addition, the results of research conducted by (Xu et al., 2018) argued that an older board average age could 
prevent fraud. This is the reason why synergy between age groups does not reduce the probability of financial 
statement fraud occurring. 

Hypothesis 1c states that diversity in the level of education of the board of directors reduces the probability of 
financial statement fraud occurring. The test results of this study support hypothesis 1c. In the upper echelon 
theory described by Hambrick and Mason (1984) it is stated that educational background explains a lot about 
an individual. Hambrick and Mason (1984) also explain that a person's basic knowledge and skills are based on 
the education he has taken. Individual cognitive values and preferences are examples of how education can 
influence both. Different educational backgrounds show differences in individual attitudes and intelligence 
(Westphal & Milton, 2000) and the cognitive basis (Hambrick & Mason, 1984). 
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Hypothesis 1d states that the increasingly diverse tenure of the board of directors will reduce the probability 
of financial statement fraud being rejected in this research examination. Previous research stated that long 
board tenure has an advantage because directors have greater experience with company policies and expertise 
in monitoring the reporting process in organizations (Chan et al., 2013). Thus, directors with short tenures do 
not have this advantage. However, compared to short tenure boards, long tenure boards are unlikely to carry 
out innovation activities because they tend to be risk averse and have limited sources of information(Chen, 
2013). Longer terms of office will keep directors in their comfort zone and tend to repeat the same process. 
This is the reason why tenure diversity has no relationship in the tendency to reduce the probability of financial 
statement fraud occurring. 

The results of testing model two (2) show that the effectiveness of board of commissioner supervision is only 
able to moderate the effect of gender diversity (the proportion of women) in the board of directors on the lack 
of probability of financial statement fraud occurring. The effectiveness of the supervision of the board of 
commissioners has not been proven to strengthen the relationship for diversity of age, level of education, and 
tenure with the reduced probability of financial statement fraud occurring. 

Financial services authority regulation Number 33 / POJK / 04/2014 concerning Directors and Board of 
Commissioners or Public Companies explains that the board of commissioners is part of a company that has 
the duty to carry out general and / or special supervision in accordance with the articles of association and 
provide advice to the board of directors. Capezio and Mavisakalyan (2016) in their research state that the 
existence of a female board of directors on the company's board of directors can direct the company to increase 
organizational effectiveness. Lenard et al. ( 2017) and (Cumming et al., 2015) stated that the presence of women 
on the board can help reduce fraud. With the presence of a board of commissioners whose job is to supervise, 
and gender diversity (the proportion of women) in the board of directors will reduce the probability of financial 
statement fraud occurring. 

The results of testing model three (3) show that the effectiveness of the audit committee is able to moderate 
the effect of the tenure of the board of directors and gender diversity (the proportion of women) in the board 
of directors on financial statement fraud. The effectiveness of the audit committee has not been proven to 
strengthen the relationship for age diversity and education level with the reduced probability of financial 
statement fraud occurring. 

Regulation of the financial services authority Number 55 / POJK.04 / 2015 concerning the formation and work 
implementation guidelines of the audit committee explains that the audit committee is a committee that is 
responsible and formed by the board of commissioners with the aim of providing assistance in carrying out the 
functions and duties of the board of commissioners. The existence of a female board of directors on the 
company's board of directors can also direct the company to increase organizational effectiveness (Capezio & 
Mavisakalyan, 2016). Capezio and Mavisakalyan (2016) further explain that there are three reasons why 
women's boards can help reduce the occurrence of fraud in companies, one of which is gender differences in 
behavior that make women tend to be more effective and diligent in their role of monitoring companies. Thus, 
a board of directors with diverse genders or the presence of women on the board of directors will have a good 
impact on the company and then reduce the tendency for financial statement fraud to occur due to a better 
monitoring process accompanied by an audit committee as a task force owned by board of Commissioners. 

The audit committee is a committee formed by the board of commissioners to support the effectiveness and 
implementation of its duties and responsibilities. Shiah‐Hou and Cheng (2012) explain that tenure is the 
length of time a director has held a director position in an organization. Long board tenure has the advantage 
because directors have greater experience with company policies and expertise in monitoring the reporting 
process in organizations (Chan et al., 2013). However, boards of directors with shorter tenures carry out more 
innovative activities in various ways than directors with long terrains (Chen, 2013). Thus, the diversity of board 
tenure creates a better organization and is complemented by the presence of an audit committee which reduces 
the probability of financial statement fraud occurring. 
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6. Conclusion 

This research prove whether diversity of directors can reduce the probability of financial statement fraud 
occurring. From four types of diversity examined in this study, only the diversity of the board of director’s level 
of education was proven to be able to reduce the probability of financial statement fraud occurring. In addition, 
the effectiveness of the board of directors as a moderation also proved able to moderate the influence of gender 
diversity (the proportion of women) in the board of directors of the financial statement fraud. Meanwhile, the 
effectiveness of the audit committees was able to influence the tenure of the board of directors and presence of 
women in the board of directors on the financial statement fraud. 

This research has provided new knowledge and enriched the research literature on board diversity and 
financial statement fraud. The results of the study found that there are benefits from the diversity of levels of 
education possessed by the board of directors in reducing the probability of financial statement fraud occurring. 
Thus, it is hoped that the company can have a board of directors with different education level backgrounds so 
that the decision making process is better and the occurrence of financial statement fraud can be prevented. 
The role of the board of commissioners as the supervisor of the company and the audit committee that helps 
carry out the role of the board of commissioners also contributes to reducing the probability of financial 
statement fraud occurring. Future research is expected to use other categories of fraud such as corruption and 
misuse of assets as the dependent variable and use other measuring instruments to measure those two. The 
study was limited to the research period, specifically only three years of research from 2016 to 2018. 
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Abstract 

This research was conducted to determine the consumer preferences in choosing electronic wallet (e-wallet) 
in Bandung City with a combination of attributes that produce the highest customer value index and to 
determine the attributes that are value drivers of e-wallet consumers. This research uses quantitative methods 
and descriptive research types. The sampling method is using nonprobability sampling method with the type 
of purposive sampling. Samples obtained in this study were 100 respondents. The data analysis technique used 
is conjoint analysis. Based on the results obtained from this study that is, the combination of attributes that 
produce the highest customer value index is a usability value of 0.127 with a combination of attributes including, 
Security with the availability of payment transaction codes, Privacy with there are transaction history features, 
Ease of Use with the availability of the e-wallet balance return feature to the user's bank account, Pricing with 
the free balance limit in conducting transactions, Ability to Pay with the availability of the QR code feature, 
Consumer Benefit by earning reward points. The results of this study indicate that returning e-wallet balances 
to a user's bank account is a value driver with a usability value of 0.039. Suggestions from this research, where 
fintech companies in developing e-wallet products with Ease of Use services which the availability of e-wallet 
balance returns feature to the user's bank account, because consumers want convenience in terms of 
transferring e-wallet balances back to bank accounts according to user requirements. 
Keywords: Conjoint Analysis, Customer Value Index, E-Wallet, Preference 

1. Introduction 

The rapid development of information technology in the digital era changes people's behavior in accessing 
information and the increasing trend of utilizing existing technology services (Upadhayaya, 2012). The growth 
of internet users has now become a public consumption in supporting the needs of life in unlimited way, 
including on the economic sector and the financial industry. The impact of the rapid role of information 
technology and the internet on the financial industry has led to a digital transformation from conventional 
payment systems then now to become presenting digital-based financial services that are currently growing 
and expanding access to public financial reach in terms of transactions (N. Singh & Sinha, 2020). The digital 
financial transaction system actually is very effective and efficient. Based on We Are Social 2018 data, internet 
users in Indonesia reach 132 million people or more than 50% of Indonesia's population and most of them are 
mobile internet users (124 million people). The use of the internet as a financial transaction has reached 27% 
(Darsa, melli et., 2018) 

The potential of digital payments indicates a growing industry in the financial technology (fintech) sector. The 
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development of fintech in Indonesia is increasing, and this is indicated by the massive e-commerce startup 
companies in the field of financial technology that have sprung up in recent years. Fintech is developing in 
various sectors, including digital payment startups, peer to peer lending, personal finance, crowdfunding, and 
so on (Oktaviani et al., 2019). Fintech plays a role in providing accessibility to the public to make it easier to use 
financial products, increase financial literacy, and carry out a more effective, practical and safer financial 
transaction process compared to conventional financial service systems. The development of the fintech 
industry has become one of the most profitable industry in the e-commerce market. The e-commerce market 
has changed the pattern of public transactions towards using payment methods in online business (Darsa, melli 
et., 2018). The presence of digital-based payment system innovations affects the lifestyle and habits of the 
society to become consumptive. Digital transactions, which are increasingly in demand, have become a trend 
among the wider society because of its simplicity. The more online transactions and businesses develop, the 
more various payment methods can be used in making online buying and selling transactions. Besides making 
it easier for e-commerce businesses to serve their customers, the variety of alternative payment methods also 
makes it easier for customers. Now online business customers have many choices in making payments (Rasyid 
& Natali, 2019). 

Based on the value of digital payments in Southeast Asia in 2018, Indonesia's digital payment market was at US 
$ 21.49 billion (Rp.293.3 trillion), and it is predicted that in 2022 with an average annual growth of 15, 3%, the 
value of Indonesia's digital payment transactions will reach US $ 37.97 billion (IDR 518.2 trillion). The fintech 
sector presents an electronic money feature as a non-cash payment instrument that is in demand by the public 
in carrying out various transaction needs (Bezhovski, 2016). Most of the transaction processes that used to be 
carried out using cash, nowadays people are starting to switch to digital payments with non-cash transactions 
(Abdullah et al., 2011). The growth in the use of electronic money is increasing, encouraging people to adapt to 
a cashless lifestyle or known as a cashless society. Daily Social survey data related to electronic money users in 
Indonesia in 2017 showed that out of 1055 respondents, 56.80% had electronic money for a year or less. As for 
42.43% of respondents feel electronic money helps control spending (Rizaldi & Faruqi, 2020). The results of a 
survey of the average growth of non-cash transactions from 2014 to 2018, including electronic money, debit 
cards and credit cards. This data shows that electronic money experienced significant growth in 2018 with an 
average transaction volume of 94.7% and a transaction volume of IDR 2.9 billion, compared to debit cards with 
an average of 18.6% and a transaction volume of IDR 577.3 million in 2018, and credit cards with an average of 
7.1% and a transaction volume of IDR 330.1 million in 2018. The survey shows that electronic money has 
dominated and is increasingly in demand by the public in making transactions (Oktaviani et al., 2019) 

The increasing number of electronic money users is marked by the massive penetration of the internet and the 
use of smartphones in Indonesia. The results of a survey regarding company competition with the most popular 
digital wallet (e-wallet) products used by consumers in Indonesia during 2018, states that Go-pay is the most 
popular e-wallet company and many users with an average of 79 , 4%, followed by Ovo at 58.4% in second place, 
LinkAja at 55.5% in third position, and followed by Dana at 34.2% and Paytren at 19.3% (Rizaldi & Faruqi, 
2020). The tendency of e-wallet users to have many alternatives in choosing e-wallets is due to the lack of 
fulfillment of something or there are attributes that are not owned by an e-wallet, both promotions and benefits 
or other features offered then e-wallet users can easily switch to other e-wallets that are more attractive or 
beneficial to users in fulfilling the transaction needs. Therefore, e-wallet users also have their own preferences 
or choices that suit their wants and needs (Nidhi Singh et al., 2020a). Consumers have their own assessment of 
the value contained in a product or service. By knowing the level of consumer preference, companies can 
determine consumer choices when faced with a variety of choices for similar products or services so that an 
evaluation of the strengths and weaknesses of the product or service can be carried out. 

Based on a survey by Dana who conducted research that the city of Bandung is the largest e-wallet user in 
Indonesia at 69.4% and the tendency of e-wallet users to have many alternatives in choosing e-wallets (S. 
Moertini et al., 2011) So that the company must be able to find out consumer preferences which can meet 
consumer's priority needs. Based on this explanation, it can be justified in this study for researchers interested 
in conducting research. Based on the explanation of the research background that has been described above, 
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then the questions that can be identified from the problems in this study are: 

1. What are the consumer preferences in choosing Electronic Wallet-based digital payments (e-wallets) in 
Bandung? 

2. What is the combination of attributes that consumers want the most in choosing digital payments based on 
Electronic wallet (e-wallet) in Bandung? 

 

2. Literature Review 

Electronic Money (E-Money) according to Bank Indonesia regulation No 11/12 / PBI / 2009 concerning 
electronic money is a payment instrument that meets the following elements: (1) Issued on the basis of the 
value of money deposited in advance by the holder to the issuer, (2) Value for money is stored electronically in 
a medium such as a server or chip, (3) Used as a means of payment to merchants who are not issuers of the 
electronic money, and (4) The value of electronic money deposited by the holder and managed by the issuer is 
not a deposit as referred to in the law governing banking (Darsa, melli et., 2018). 

(Bezhovski, 2016) define e-wallet or mobile wallet “as a digital container accessed by a mobile device (ie, 
smartphone) that stores wallet applications, payment credentials, loyalty cards, and coupons, and is used to 
make proximity and remote mobile payments. The definition according to (Nidhi Singh et al., 2020b) defines 
"electronic wallet is a digital wallet which allows users to make electronic commerce transactions quickly and 
securely." 

While customer preferences are “the target audience might like the product but not prefer it to others. The 
communicator must then try to build consumer preference by comparing likely quality, value, performance, and 
other features to those of competitors” (Abdullah et al., 2011). In this definition, it is explained that preference 
is how the target audience or consumers have an interest in a product but are not more interested in other 
products. So that a communicator must be able to arouse consumer preferences by making comparisons in 
terms of quality, value, performance, and other features of products owned by competitors (Kang et al., 2018). 
Customer preferences are expectations, likes, dislikes, motivations that drive customer purchasing decisions. 
They complement customer needs in explaining customer behavior. For example, a customer needs clothing 
and they'd prefer a particular color, style,, motifs, brand and size (Alphadita et al., n.d.) 

Where consumer preferences are at the alternative evaluation stage in the purchase decision process. At this 
stage, consumers make choices from a variety of products or services with a variety of different attributes 
(Pandy et al., 2017). Preference is a standardization or criterion factors that determine consumers in 
determining and deciding the choice of various existing products or services. In this stage, to be able to find out 
the preferences that arise in consumers, it is shown using the stages of the effect hierarchy model in the 
following figure (Park, 2004): 

 
Figure 1. The stage of effect hierarchy model 
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Awareness means that at this stage consumers begin to become aware of a product. Knowledge means that at 
this stage consumers already know and understand about a product. Liking means that at this stage consumers 
begin to like a product. Preferences means that at this stage, consumers prefer a product over various other 
products. Conviction means that at this stage, it has the context of consumer confidence in making purchasing 
decisions for a product (Upadhayaya, 2012). Purchase to buy means that at this stage, consumers have full 
confidence or are loyal to a product where consumers do not hesitate in deciding to buy a product without the 
need for other considerations. The preference stage is a consumer determinant that a company needs to 
observe and study by influencing and manipulating consumers in every decision-making process. Consumer 
preferences is a benchmark for business to find out consumer wants and needs so that companies can develop 
a product based on product attributes that are in accordance with consumer choices (Kalinic et al., 2019). 

The meaning according to (Ali et al., 2019)states that product attributes are the involvement of the benefits 
offered from a product and service through the development of a product or service. Meanwhile, the definition 
of attributes according to (N. Singh & Sinha, 2020)is all features, both tangible and intangible, of a good or 
service that customers can assess. It can be concluded from the above definition, with the attributes attached 
to a product or service that consumers use to assess and measure the suitability of the characteristics of the 
product or service with the needs and desires of consumers (Nan et al., 2020). It is important for companies to 
know what attributes can influence purchasing decisions so that strategies can be determined to develop and 
improve products in order to better understand the needs and desires of consumers (Bezhovski, 2016). 

In determining the preference attributes of electronic wallet (e-wallet) users, the author refers to previous 
journal / research references from Pacific Business Review International which were researched by Jasmin 
Padiya and Ashok Bantwa (2018) with the title "Adoption of E-Wallets: A Post Demonetization Study in 
Ahmedabad City ”. In the journal / research, there are attributes that can be used as a reference to describe the 
preferences of e-wallet users and the journal is suitable for measuring this research. The attributes used in this 
study include security, privacy, ease of use, pricing, ability to pay, consumer benefits (Padiya et al., 2018). 

1. Security: According (Seetharaman et al., 2017) summarizes the security of electronic payment systems into 
four subcategories, namely payment authentication requiring proof of identity for both the payer and the payee, 
payment integrity ensuring the prevention of unauthorized modification of payment data, payment 
authorization ensuring the prevention of unauthorized withdrawals without explicit permission of the account 
holder. and confidentiality of payments ensures absolute confidentiality of payment transactions (S. Moertini 
et al., 2011). 

2. Privacy: Reviewing privacy from a transaction perspective, (Kallanmarthodi & Vaithiyanathan, 2012)define 
privacy as the ability to understand data protected by authorized principals only. So that the protected data is 
protected from piracy or can be known by someone other than the user. (Roy & Sinha, 2014) argue that privacy 
is the protection of sensitive user data. 

3. Pricing:  (Rizaldi & Faruqi, 2020) define transaction costs as expenses that must be paid by customers in 
purchase transactions. For example, administrative or processing costs are deducted when you top up your 
balance. Continuous fees or transaction fees consist of fees charged by consumers to banks, payment providers, 
or merchants for using various payment instruments that are loaded on mobile phones. The relevant cost 
addressed to consumers is the cost, net of gifts or discounts for using the payment instrument. 

1. Ease of Use: Ease of use is an important role, because transactions online or via internet connectivity are 
often complex and complicated to use (Nidhi Singh et al., 2020a). Ease of use is related to efficiency, which has 
been defined by (Prof. Hußmann, 2006) as "the ease and speed of accessing and using the website". 

2. Ability to Pay: According (Au & Kauffman, 2008) to in his journal, he explains that in mobile payments, 
consumers make it possible to access a wider range of payment instruments at the point of sale in transactions, 
including payment instruments for general purposes and merchant-specific instruments that give consumers 
the right to reward in purchases that have been made. 

3. Consumer Benefit: According to (Briggs & Brooks, 2011) consumer benefit is a service with quality 
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performance and a brand that has high value which can affect the intention to adopt the service. 

Here is the framework of thinking on this research: 

 

Figure 2. The Framework of Thinking 

3. Research Methodology 

The research method used is the quantitative method in this research, according to (Urs, 2015) this method is 
a scientific method because it meets scientific principles, namely, concrete / empirical, objective, measurable, 
rational, and systematic. This method is called quantitative because the research data is in the form of numbers 
and the analysis uses statistics. Based on the objectives of this research structure, it is included in the type of 
descriptive research. Where descriptive research describes the characteristics or functions of a variable or 
several variables in certain situations. The type of investigation used by researchers is correlational research, 
where correlational research is the relationship of a study regarding the main variables that the researcher 
describes in conducting research (Rachna & Singh, 2013). 

The analytical method used by researchers in this study is conjoint analysis. According to Hair et al. (2010: 266) 
explain that conjoint analysis is a multivariate technique developed specifically with the aim of understanding 
how respondents generate preferences for several kinds of objects such as products, services, ideas. In this 
study, there are variables called attributes and sub-variables called levels in conjoint analysis. Level is a non-
metric value, specifically describing a factor that has at least two or more levels but usually does not exceed 
four or five levels (Chen et al., 2019) 

The explanation according to (Ali et al., 2019)explains that conjoint analysis is a quantitative method to 
determine consumer preferences carried out in research. This preference is observed from each combination 
of a product that provides the greatest benefit that is felt or will be felt. So that it can influence consumers in 
the purchasing decision process based on product or service selection. The use of conjoint analysis is to find 
out the attributes of a product or service that are the main choice or most preferred by consumers, and also to 
help determine the composition of the attributes of a new product or service and to analyze the attributes of a 
new product or service. which has entered the market so that the company can improve the product (Kalinic et 
al., 2019). In this study, the variables used are the attributes used in the analysis of consumer preferences in 
choosing an electronic wallet (e-wallet), taken from previous journals by Padiya and Bantwa (2018). There are 
several attributes that are used as references in this study, including: Security, Privacy, Ease of Use, Pricing, 
Ability to Pay, Consumer Benefit. In conducting this research, the researcher used Likert scale measurement 
with interval data type. In this study, the population taken by researchers was electronic wallet (e-wallet) users 
in the city of Bandung. This study uses a confidence level of 95%, so that the value of z = 1.96 is obtained. The 
error rate is set at 10%. The probability of the population being sampled and the probability not being sampled 
are 0.5 respectively. From the calculations, it is obtained by the number of samples taken of 96, rounded to 100 
respondents. 
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In this study, the sampling used by researchers was the nonprobability sampling technique. In this study, the 
nonprobability sampling technique used in sampling was purposive sampling technique. This purposive 
sampling technique is used by researchers because not all samples have criteria that match the phenomenon 
under study. The determination of this sample is determined with certain considerations, where the 
predetermined sample can represent and obtain information on answers to research problems. In the research 
conducted, the selected sample is electronic wallet (e-wallet) users in Bandung. 

 

4. Result and Discussion 

This study aims to determine how consumer preferences in choosing electronic wallets (e-wallets), by creating 
stimuli that form profiles that contain factors or attributes and a combination of levels or sub-attributes. Stimuli 
are formed by processing data with SPSS using an Orthogonal design, where from each attribute and several 
predetermined levels form 16 stimuli. The conjoint analysis method used in this study is a traditional conjoint 
analysis with the full-profile method. Where there are 100 respondents obtained, and these respondents fully 
assess each profile by rating and determining the level of preference. The results of data processing were 
carried out using SPSS. The things that are important to note from the results of SPSS data processing are the 
correlation and significance values, the importance value between attributes and utility values. 

 

Correlationsa 

 Value Sig. 

Pearson’s R .710 .001 

Kendall’s tau .383 .021 

Correlations between observed and estimated 
preferences 

 

 

 

 

Based on the results of data processing the correlation value above, it can be seen that the correlation values of 
Pearson's R and Kendall's Tau are not much different, namely with a value of 0.710 and 0.383. The two 
correlation values have a significance value of <0.05, where the respective values obtained in the image above 
are 0.001 for Pearson's R and 0.021 for Kendall's Tau. So it can be concluded that the estimated results from 
this conjoint analysis are in accordance with the actual data. And this research can be accepted in the field to 
describe consumer preferences in choosing E-Wallet in Bandung City. 

Importance value is a value that shows the importance of each attribute of a product based on the assessment 
given by consumers. In this study, where the value of importance shows if the higher the value of importance, 
then an attribute is increasingly important and becomes a priority for consumers in choosing E-Wallet. 
Conversely, if the importance value is low, then an attribute is declared unimportant and not a priority for 
consumers (Lectron, 2015). 

It is known from the image above that data shows the importance value of each E-Wallet attribute. In this study, 
the highest importance value is in the Ease of Use attribute with a value of 24.695, second place is the Consumer 
Benefit attribute with an importance value of 22.709, third place is the Security attribute with an importance 
value of 13.583, in fourth place there is the Ability to Pay attribute with a value Interest is 13,581, fifth is the 
Pricing attribute with an interest value of 13,152, and the last is Privacy with an interest value of 12,280. Based 
on the results of these data, it can be concluded that out of 100 respondents considered that the Ease of Use 
attribute was the most important attribute and the Privacy attribute was the least important attribute. 

Importance Values 

Security 13.583 

Privacy 12.280 

Ease of Use 24.695 

Pricing 13.152 

Ability to Pay 13.581 

Consumer Benefits 22.709 

Averaged Importance Score 
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