INGZAL
e
A0
2

THE FUTURE OPPORTUNITIES
AND CHALLENGES OF BUSINESS
IN DIGITAL ERA 4.0

Edited by
Satria Bangsawan, Mahrinasari MS, Ernie Hendrawaty,
Rindu Gamayuni, Nairobi, Hendrati Dwi Mulyaningsih,

\yses




THE FUTURE OPPORTUNITIES AND CHALLENGES OF BUSINESS IN
DIGITAL ERA 4.0



PROCEEDINGS OF THE 2ND INTERNATIONAL CONFERENCE ON ECONOMICS,
BUSINESS AND ENTREPRENEURSHIP (ICEBE 2019), BANDAR LAMPUNG, INDONESIA,
1 NOVEMBER, 2019

The Future Opportunities and
Challenges of Business in Digital
Era 4.0

Edited by

Satria Bangsawan, Mahrinasari MS, Ernie Hendrawaty, Rindu Rika Gamayuni
& Nairobi

Faculty of Economics and Business, University of Lampung, Indonesia

Hendrati Dwi Mulyaningsih

Universitas Islam Bandung, Bandung, Indonesia
Research Synergy Foundation, Bandung, Indonesia
Ani Wahyu Rachmawati

International Women University, Bandung, Indonesia
Research Synergy Foundation, Bandung, Indonesia
Santi Rahmawati

Research Synergy Foundation, Bandung, Indonesia

Routledge

Taylor & Francis Group

39031LN0Y

LONDON AND NEW YORK



Routledge is an imprint of the Taylor & Francis Group, an informa business
© 2020 Taylor & Francis Group, London, UK
Typeset by Integra Software Services Pvt. Ltd., Pondicherry, India

All rights reserved. No part of this publication or the information contained herein may be
reproduced, stored in a retrieval system, or transmitted in any form or by any means,
electronic, mechanical, by photocopying, recording or otherwise, without written prior
permission from the publisher.

Although all care is taken to ensure integrity and the quality of this publication and the
information herein, no responsibility is assumed by the publishers nor the author for any
damage to the property or persons as a result of operation or use of this publication and/or
the information contained herein.

Library of Congress Cataloging-in-Publication Data

Names: International Conference on Economics, Business and Entrepreneurship
(2nd : 2019 : Bandar Lampung, Indonesia) | Bangsawan, Satria, editor.

Title: The future opportunities and challenges of business in digital era
4.0 : proceedings of the 2nd International Conference on Economics,
Business and Entrepreneurship (ICEBE 2019), Bandar Lampung, Indonesia,
1 November, 2019 / edited by Satria Bangsawan [and seven others].

Other titles: Proceedings of the 2nd International Conference on Economics,
Business and Entrepreneurship

Description: Leiden, The Netherlands : CRC Press/Balkema, [2020] | Includes
bibliographical references and index.

Identifiers: LCCN 2020028655 (print) | LCCN 2020028656 (ebook) | ISBN
9780367425944 (hardback) | ISBN 9780367853778 (ebook)

Subjects: LCSH: Technological innovations—Economic aspects—Congresses. |
Information technology—Economic aspects—Congresses.

Classification: LCC HC79.T4 157745 2019 (print) | LCC HC79.T4 (ebook) |
DDC 658.4/063—dc23

LC record available at https://lccn.loc.gov/2020028655

LC ebook record available at https://lccn.loc.gov/2020028656

Published by: CRC Press/Balkema
Schipholweg 107C, 2316XC Leiden, The Netherlands
e-mail: Pub.NL@taylorandfrancis.com
www.crcpress.com — www.taylorandfrancis.com

ISBN: 978-0-367-42594-4 (Hbk)
ISBN: 978-0-367-85377-8 (eBook)
DOI: 10.1201/9780367853778
https://doi.org/10.1201/9780367853778



The Future Opportunities and Challenges of Business in Digital Era 4.0 — Bangsawan et al. (eds)
© 2020 Taylor & Francis Group, London, ISBN 978-0-367-42594-4

Table of contents

Foreword
Organizing committee

Scientific review committee

Role of open innovation in enterprise growth
G. Rexhepi

Organizational commitment and job satisfaction: The leadership role of leader-member
exchange in SMEs
H. Jimad & Roslina

Towards a framework for tourism entrepreneurship sustainability: Implications for future
research
G. Anggadwita, A.A. Budi, L. Aldianto, S. Novani, C. Wirawan & W.B. Profityo

The Enhanced performance strategy of Indonesian small entities
R. Septiyanti

Marketing strategy of electronic transaction services at an Indonesian retail company
Haikal, Mahrinasari MS & E. Herdrawaty

Confirmation of contingency theory in the implementation of good governance and its
impact on government performance in Indonesia
Sudrajat

The impact of electronic word of mouth in influencing online product-purchase intentions on

e-commerce
A. Febrian, S. Bangsawan, Mahrinasari MS & A. Ahadiyat

Spiritual wisdom in beach management: Best practice from Bali, Indonesia
A.W. Handaru

Herding behaviour on the Indonesia Stock Exchange in the period 2013-2017
H. Prayogi

Characteristics of politically connected companies in Indonesia
K. Syaputra, M. Kufepaksi & E. Hendrawaty

The impact of trust, satisfaction, and people’s pride on purchasing intention in the
Indonesian batik sector
K. Keni, R. Lerbin, R. Aritonang & A.S. Pamungkas

Income smoothing on market reaction: Environmental performance as a moderation
variable
Y. Pietricia, C. Helinawati, Lindrianasari & R. Oktavia

Risk-taking model in Indonesian banking companies
R D.Z. Putri, S. Hasnawati & E. Hendrawaty

X1
xiil

). 4%

11

16

20

24

28

32

36

40

44

49

33



The effect of spot exchange rate and forward exchange rate on projection of futures spot of
Rupiah on Dollar currencies 58
D.S. Warganegara, A. Zahron, E. Mirfazli & O. Pasko

Carbon emissions and corporate social and environmental responsibility 62
R. Majidah, Lindrianasari & A. Komalasari

Information technology investment and digitization to improve banking performance 66
M. Trimeranti, R.R. Gamayuni & T.J. Prasetyo

Determinant factors of stunting conditions on Indonesian economic growth 70
H. Purnama

Carbon emissions disclosure, market reaction, and dividend policy 74
Y. Asmaranti & Lindrianasari

“Wonderful Indonesia” positioning branding as a place of interesting tourism T
H. Fauziah

Improving business performance through financial technology and customer relationship
management 81
Suradi

Consumer characteristics and the effects of social factors on purchasing decisions of
Kentucky Fried Chicken (KFC) eco-friendly products 86
M. Ali, S. Bangsawan & D. Rouly

Convergency of revenue per capita regional New Autonomy (NAR) in Indonesia 90
Ambya
Banking performance and shock response of macroeconomic conditions in Indonesia 94

M.K.I. Febriana, R. Malia & S.N. Herlina

Foreign investment (PMA) in the food and beverage industry (KBLI15) in Indonesia period
2000 — 2014 Total Factor Production approach (TFP) 97
L. M. Hamzah

The effectiveness of business development for rural agricultural business and its effect on the
income of farmers group members in Wates Jaya, Lampung Barat District 100
M. Husaini & M. T. Fani

The influence of households and labor in fishery industry on industrial agglomeration in
Tanggamus District 104
E. Maimunah, A.D. Pratama & U. Ciptawaty

An experimental study of the gender differences in risk aversion portfolio selection in
Indonesia 108
L.C. Putri, A. Komalasari, Farichah & R.R. Gamayuni

Forecasting tourism demand using the trend models method: Evidence from Indonesia 112
H. Kusumastuti, Novalia & A. Anum

The impact of mandatory spending on economic growth in Java and Sumatra 116
A. Ratih Yulihar Taher, H.N. Syahputra & A. Darmawan

A comparative analysis of Flow of Funds Account (FFA) presentation in Indonesia and
Japan 119
F. Zamzami & D. Oktyawati

The effect of ethnocentrism and preference of purchase intention 124
D.E. Laofa

vi



Initial public offerings news in social media and investor sentiments
E. Hendrawaty, Yuliansyah & E. Pranyoto

Moderating role of “consumer characteristics” in the influence of customer satisfaction on
loyalty
Mahrinasari MS & D.H.R. Pandjaitan

Simultaneous relationship between financial decisions, size and value of a company on the
Indonesia stock exchange
S. Hasnawati

The analysis of corporate bond liquidity in the Indonesia secondary market
S. Hasnawati

The usefulness of accrual-based financial statements at local government
R.R. Gamayuni

Impact of risk, commitment, and bonus on completion of difficult targets: Carbon emissions
case
Y. Agustina, D. Sukmasari & T.D.R. Sari

The influence of integrated quality management on employee performance and creativity in
higher education ISO certified SMM 9001: 2015
F.T.A. Ningtyas, Rr. Erlina & K. Hayati

The size and value effect anomalies in Indonesian capital market
M. Kufepaksi, S. Hasnawati & E. Hendrawaty

Determinants of government financial statements quality with moderating variables in
leadership commitment
E.N. Septiany, I. Lihan & E. Hendrawati

Understanding the business model of social enterprise: Case study of Indonesia Mengajar
A.R. Qastharin & G. Vanourek

The spatial effect on the provincial wage increasing in Indonesia (data analysis of Sakernas
2008-2010)
I Budiarty

A study of village fund management to achieve good governance
F. Suffah, R. R. Gamayuni & F.G. Dewi

Analysis of factors affecting interests in the use of regional financial management
information system (SIPKD)
N. Kusumawardani

E-planning, e-budgeting, and government internal control system as a corruption prevention
tools in Indonesia
F. Yuliant, W. Setyawan, R.R. Gamayuni & T.J. Prasetyo

Exploration of good governance on the minimization of corruption in Asia-Pacific
S.N. Fathia, R.R. Gamayuni & T.J. Prasetyo

Enhancing the role of higher-education institutions in developing technology-based start-ups
for young entrepreneurs at the Institute of Informatics & Business (IIB) Darmajaya
M. Agarina, Susanti, H. Kurniawan, Yusminar, E. Pranyoto, S. Rumangkit & M. Ariza

The influence of household characteristics on poverty alleviation through tourism
development
N. Aida

viil

200

205

210

214

218

222

227

231

235

239

244

249

253

257

262

266

270



The Future Opportunities and Challenges of Business in Digital Era 4.0 - Bangsawan et al. (eds)
© 2020 Taylor & Francis Group, London, ISBN 978-0-367-42594-4

Foreword

The Faculty of Economics and Business of Universitas Lampung. in cooperation with the
Research Synergy Foundation, organized the 2nd International Conference of Economics,
Business and Entrepreneurship (2nd ICEBE). An international conference which had the
theme “Future Opportunities and Challenges of Business in Digital Era™ was attend by lec-
turers, students. and professionals from various countries, such as Indonesia. Australia,
Malaysia, Macedonia, and India.

Three invited keynotes speakers were welcomed to give lecture for an audience of a hundred
researchers. academics, and professionals. Dr. Muhammad Haseeb (Senior Lecturer at Taylor’s
Business School. Taylor's University Lakeside Campus. Subang Java Selangor, Malaysia), Hus-
sain Rammal, Ph.D (Director of the Master of Business Administration (MBA) and coordin-
ator for the Bachelor of Business - International Business programs, UTS Business School) and
Gadaf Rexhepi, Ph.D. (Associate Professor at South-East European University, Republic of
Macedoma).

The conference particularly encouraged the interaction of mostly practitioners and some aca-
demics with the developing academic community in the public sector to present and discuss
their current work. Their contributions helped to make the Conference as fruitful as expected.
The papers presented the most recent scientific knowledge available in the field of Business
Administration, Behavioural Economics, Economic Development, Econometrics, Financial
Accounting, Management, Management Accounting, Micro, Small and Medium Entrepre-
neurship, Public Sector Accounting, Social Entrepreneurship and Startup Entrepreneurship
Research.

These Proceedings will enrich the academic environment with the latest developments in
public sector research. 1 believe that this will be a pathway to collaborate with other
researchers from various disciplines and various parts of the world.

We hope that knowledge and best practices discussed in the seminar and published in its pro-
ceeding will enrich the reference for all experts in the field of education and accordingly stimu-

late further researches in wider areas.

We thank all authors and participants for their contributions.

Conference Chair,

Dr. Mahrinasari MS
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Convergency of revenue per capita regional New Autonomy (NAR)
in Indonesia

Ambya

Universitas Lampung, Lampung, Indonesia

ABSTRACT: The purpose of this study is to analyze the sigma and absolute beta conver-
gence and measure the speed of per capita income merging occurring in the New Autonomous
Region in Western Indonesia. The independent variable used is the Gross Domestic Product
(GDP) per capita, while panel data with model fixed effect were the data used. The results
showed that sigma convergence did not occur during the study period. Primarily, absolute
convergence does not occur as evidenced by the lower level of income per capita NAR, which
does not grow as faster as the NAR. The speed of absolute beta convergence is fifteen percent
per vear, while the time needed to close half of the initial gap between the New Autonomous
Region (NAR) in Western Indonesia 1s four years.

Keyvwords: panel data, convergence, income per capita

1 INTRODUCTION

According to Bucul (2012), convergence occurs in case an impoverished region with low
income grows faster than a place with high income. This leads to the same level of convergence
in the long run. However, this condition occurs since the economy of a region reaches
a steadv-state position. The results of the research stated the same assertion by Li and Xianbo
(2011), Brandt et al. (2012), and Kaitila (2013).

Li’s research (2013) argues that the convergence of ASEAN regional income 1s faster than
in the European Union (EU). Similarly, Jayanthakumaran & Lee (2013) established that there
is a convergence of income in the Association of Southeast Asian Nations (ASEAN) and the
region South Asian Association of Regional Cooperation (SAARC). This condition is attrib-
uted to the differences in economic potential for several countries, leading to conditional con-
vergence arises (Schmitt & Starke, 2011). According to Fan and Casetti (1994), the inequality
of economic development among high-income regions is lower than in the low-income regions,
and this constitutes convergence.

The western part of Indonesia has the best economic growth conditions compared to the cen-
tral and eastern regions. The formation of the New Autonomous Region is a strategic effort by
the government to establish good fiscal and equitable economic decentralization, and economic
mobility is expected. Nevertheless, decentralization often does not occur as expected since there
are differences in development outcomes, economically and non-economically. This occurs due
to differences in regional potential, the role of government, natural resources, and human
resources. The difference in conditions leads to economic disparities between new autonomous
regions in western Indonesia.

There is a need to prove the alleged economic imbalances between regions. The purpose of
this study is to prove whether the convergence of sigma and beta occurs. Also, it aims to ana-
lyze the speed of convergence and establish the half-life of convergence of income per capita,
especially in western Indonesian NARs.
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2 LITERATURE REVIEW

Barro and Sala-i-Martin (1995) stated that a convergent economy has a lower income. It
reduces the gap with regions that have higher incomes each year. Primarily, the concept of
convergence is divided into two, sigma and beta convergences. The sigma convergence illus-
trates the decreasing per capita income gap over time. However, beta convergence establishes
the effect of factors estimated in determining the degree of convergence. Beta convergence can
be divided into two, including absolute and conditional convergences (Lall and Yilmaz, 2000;
Paas et al. 2007). Absolute convergence assumes that the economies between countries or
regions have similarities in terms of structure, demographic conditions, saving rates, and other
economic variables. Conversely, conditional convergence assumes that structural characteris-
tics between countries or regions have inequality. For this reason, the convergence is influ-
enced by the structural characteristics of the country or region.

Marques and Soukiazis (1998), Lall and Yilmaz (2000), and Paas et al. (2007) stated that
there are currently two approaches used to look at convergence. This includes sigma and beta
convergences. In general, sigma convergence illustrates the decreasing per capita income gap
over time. Determination of the presence or absence of convergence is often based on the ana-
lysis of the dispersion through the coefficient of variation.

According to Barrientos (2007), the term economic convergence is used when two or more
economies are almost at the same level of development and prosperity. On the other hand, the
study of convergence is debated between three growth models, including the neoclassical,
endogenous, and distribution dynamics.

The welfare of the community is a development and policy goals to be achieved by
a country. Public welfare can be measured by dividing national income by the population.
This quotient is referred to as per capita income. Specifically, the national income is divided
into the Gross National Product (GNP) and Gross Domestic Product (GDP). Mankiw
(2006) stated that GDP per capita is a better tool to measure the living standards of its
citizens.

3 METHODS

This research was conducted in the entire New Autonomous Region in western Indonesia,
which was formed in 2008. The variables used were secondary in the form of data cross-
section and time series from 2011-2016. Essentially, the data was obtained from the Central
Statistics Agency (BPS) of each NAR. The analyst model used is the Williamson Index. The
Continued Beta convergence models through Absolute convergence can be measured using
the following equation:

Where: Y = GRDP per capita; = GRDP per capita of the previous year (initial income);
and = NAR. Measurement speed of convergence to determine the duration of the halftime
convergence as follows: In [y (t)] = (1 - e -fT). Ln (v *) + e -BT; In [y (0)]. The time t required
for In [y (t)] to eliminate the gap between In [y (0)] and In (y *) needs to meet the conditions e -

BT =, then half-time convergence is: t = —In(0.3) , —1n/§0,5)r = '“’ﬁt = % or The Individual
Effect uses the Fixed Effect model, namely: Ci = C + ; Where: Ci = Individual Effect;

C = constant; and B = coefficient.

4 RESULTS
4.1 Reporting research results
4.1.1 Williamson Index

The results of the Williamson Index calculation for 2011 to 2016 are as follows; 0.4808;
0.4872; 0.5003; 0.5047; 0.4997; 0.5048, giving an average of 0.4963. This figure indicates that
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the inequality of NAR income in western Indonesia is still low since the value is close to 0.
The inequality that occurs every year tends to increase. However, in 2014-2015, it decreased
from 0.5047 to 0.4997.

4.1.2 Sigma convergence

In this study, sigma convergence analysis measures the disparity by calculating the coefficient
of variation in GDP per capita in Western Indonesia NARs. Then the Coefficient Variation
(CV) value of sigma convergence is obtained.

Table 2. Coefficient of variation of sigma convergence.

Year 2011 2012 2013 2014 2015 2016
Coefficient Variation 0.5157 0.5217 0.5327 0.5883 0.5279 0.5295
Keterangan - divergent divergen divergen konvergen divergen

Source: Processed data.

The coefficient of variation of GRDP per capita shows that the NAR in western Indonesia
had no convergence over four years, specifically from 2011-2016, except 2015.

4.1.3 Beta convergence analysis
The following are the results of the absolute convergence regression NAR in western
Indonesia:

Yit = 3055954 + 0,950943Yit-1

Po = (0.0002) (0.0000)

R* =0.998463

DW = 2.896291

The regression equation means that the GDP coefficient per capita per year/initial income
NAR in western Indonesia was 0.9509. This means that an increase or decrease in per capita
GRDP of 1 percent would increase or decrease GDP per capita by 0.95 percent.

5 DISCUSSION

The average inequality shown by the Williamson Index is still relatively low at 0.4963, though
the NAR inequality in western Indonesia is increasing every year. This is attributed to several
factors, including the lack of government and community efforts to utilize regional resources
and potential. Human resources in each region are unique and cannot compete with other
regions.

The estimated GDP per capita coefficient results indicate a positive value, which means that
there is a lack of absolute convergence in NAR throughout western Indonesia in 2011-2016.
During this period, the NAR, which had a lower per capita Gross Regional Domestic Product
(GRDP), had not grown faster than the NAR, which had better initial conditions. The dispar-
ity can be measured by calculating the coefficient of variation per capita GDP per year. In
case the coefficient of variation in a particular year is smaller than the coefficient of variation
in the previous year, the convergence of sigma occurs (Barro and Salla-i-martin, 1992). Con-
versely, in case the coefficient of variation in certain years is higher than the previous year,
then there is no sigma convergence. Therefore, where the coefficient of variation in certain
years is smaller than the previous year, the disparity that occurs in new autonomous regions
in western Indonesia decreases in certain years.

The speed of convergence explains the time needed to close half the gap from the initial is
four years. It takes two years to fill the gap of per capita GRDP that occurs in new autono-
mous regions in western Indonesia. According to Barro and Sala-I-Martin (2004: 56), it is
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essential to be acquainted with the speed of convergence. In case it happens more quickly, the
economy nears the steady-state. Conversely, where the convergence is too slow, the economy
increasingly steers clear of steady-state.

6 CONCLUSION

From the results, the convergence of sigma in western Indonesia NAR does not occur, with
an average CV value of 0.5359. Sigma convergence occurs in case the coefficient of variation
in GRDP per capita of a particular year is smaller than its variation in the previous year. This
means a decrease in disparity in income per capita. In this study, almost every year, the dispar-
ity increases, meaning sigma convergence does not occur.

There is no absolute convergence in western Indonesia NAR since the coefficient of GDP
per capita in the previous year shows a positive value. This means that the level of GDP per
capita of lower-income NARs does not grow faster than higher-income. Absolute convergence
speed is 15% percent per year, and the time needed to close half of the initial gap (the half-
time convergence) is four years.
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