|DA

by S Hifni

Submission date: 16-Mar-2023 07:28AM (UTC+0700)
Submission ID: 2038145198

File name: Artikel_Shifni_JDA.pdf (675.76K)

Word count: 6025

Character count: 49218



8
J D A Jurnal Dinamika Akuntansi p-ISSN 2085-4277 | e-ISSN 2502-6224
Vol 9, No.1, March2017, pp. 33-48 http://journal.unnes.ac.id/nju/index.php/jda

The Role of Agency and Institutional Theory
in the Planning and Realization for Capital Expenditures

Syaiful Hifni*
Faculty of Economics, Universitas Lambung Mangkurat, Indorggsia
J1. Brigjen Haji Hasan Basri No.29 Banjarmasin, Kalimantan Selatan, Indonesia

DOL: http://dx.doi.org/10.15294/jda. v9i1.12001

Received: 12 October 2016. Revised: 22 December 2016. Accepted: 2 February 2017. Published: 31 March 2017

Abstract

The capital expendituresare partof direct expenditurein theregional bud get. The other elements
ofcapital expenditures are: personnel ex penditure, and spendingon goodsand services. Planning
andrealization forcapital expenditurein the regional budgetforeachGovernment Regional Work
Unitsisa partofpolicy regional financial managementin fiscaldecentralization policy whichneed
be increased to achieve value significantly over time. Increasing in planning and realization of
capital expenditures is directly related to the amount of capital expenditure element that strengthens
physical infrastructure which would strengthen economic growth for social welfare, regional
competitiveness forfacilitation andliberalization a singlemarketand production base in AEC era.
This study examines the role of agency theory and institutional theory in relation with planning
and realization of capital expenditures of 82 (Eighty Two) Government Work Units of 3 (Three)
regional government, namely Banjarmasin City, Banjar District, and Tanah Laut Districtin South
Kalimantan Province. This study contributes to the accounting literature to assess role of conceptual
framework with agency theory and institutional theory. The result of study showed: there are
differences in the implementation of capital expenditure to meet AEC pillars and social welfare
purposesbyincreasing capitalexpenditure through theroleofthe agency theory, and nstitutional
theory. Relationship of agency theory and institutional theory with social welfare and AEC with the
amount of C Contingency coefficient 0,313 and Cramer Coefficient of Association (.191 indicates
there are “Moderate correlation: substantial relationship” and “Small correlation; Lower relationship
association.
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INTRODUCTION

The decision making process of planning and realization of direct expenditure carried out
referring to regulation in the financial management of the State / Region. To fulfill the duty in
development, every regional government should prepare and create the budget framework and the
regulatory framework of capital expenditure, aspart of directexpenditures and aspart regional
expenditures which has the goal to achieve social welfare in realtion with the regional autonomous
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inIndonesia. In Article 2 of Law No. 17 of 2003 on State Finance, stated one of the country’s
financial scope is regional expendimreiregional spending. In this Act states, that government
expenditure and regional expenditure was detailed down to organizational units, functions,
programs, activities and types of expenditure. Spending dassified into 2 (two) categories, namely:
direct expenditure, and indirect expenditure. Sidik (2007) argue that financial responsibility is
a core component of decentralization. Fiscal decentralization AECns setting limits for decision
making at the sub-national level by strengthening the power and responsibilities of lower tiers
of public administration in providing and financing public goods and services. Government
expenditure comprises three broad kinds of expenditure: (i) Transfer or benefiit, (ii) provisison
of publicservices, and (iii) administration. The firstcategory consists mainly of welfareand super
payments, where the crown distributes money topeople without expectation of a service of any
kindtobe provided. Publicservicesincludeboth direct government provision of servicessuch as
health and education aswell as funding others to provide these services. Public administration
which includes spending to provide policy advice, construct and enforce regulation, standard
setting, and other administration related to the core functions of governmennt (NZIER, 2013).

According to Law on State Finance, decision plans and budgeting as well as decision of
capital expenditures realization are part of a system of financial management referring to local
budgets instrument. This process includes a number of phases, where each phaserequires the
activity of decision-making in meeting planning management outputnamely Bud get Work Plan
(BWP) and Document of realization of direct expenditure in the Budget Execution Document
(BED). Planning and realization of capital expenditure which referring to program/activities
in local government is part of the participation process of budgeting, the establishment of the
project or activity as an activity that involves many aspects through the attitude of managerial
Budget Team for the performance of decision, as the way in which projects are planned and
carried out follows a sequence beginning with an agreed strategy. Project management is the
process of developing substantive, systematic data about each parameter in order to maximize the
effectiveness of the decision. (Govindarajan, 1986, EC, 2002; HBS, 2002). Starting from the aspect
of regulation as the primary basis for the policy to determine Budget Work Plan of GWUs and
Budget Execution Listof GWUs for capital expenditure/spending activity in the regional budget
instrument.

Perspective of planning decisions and realization of capital expenditures is as contingency
(Otley, 1980), because the result of this process be determined with many different aspects in
every decision-making environment. This perspective describing that no information system that
isuniversally applicable to all circamstances and at all locations of its application. This theory
explains there are other situational factors that interact in influencing certain situations. Brownell
(1982), and Govindarajan (1986), describes classification aspects of contingency and individual
and organizational attributes as a variable that is contingency. The variables are expressed as
contingency factorsthat influence the planning and control systems within the organization.

In policy making was needed the conceptual framework approach for relevant strengthening
of regulatory formal as reference in the decision of the planning and realization of capital
expenditure. As the implementation of the decisions related to public policy, the explanations
can be taken through the agency theory (Jensen & Meckling, 1976), and as well as institutional
theory (DiMaggio and Powell, 1983). Perspective of agency theory put forward in accordance
with the description that: “...conclusion drawn from formal economic models (i.e. agency
theory)thatignored thebehavioral factor should beinterpreted cautiously” (Kren, 1997). AEC's
while, DiMaggioand Powell (1983), put forward the concept of isomorphic mechanisme which
described as competitive isomorphism and institutional isomorphism. The concept of competitive
isomorphism with regard to the description of the organization's efficiency and economic survival
oftheorganization, whilethe institutionalisomorphismwithregardtothestrengthof theirsocial
environment that givesrise to a certain pressure for organizations to be able to develop certain
practices that can be accepted in the organizational environment.
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The combination of the regulation framework and theoretical framework is required for
fulfill planning and realization of capital expenditures. This process will involves many parties
inplanning and determining of capital expenditure, so that will cause conflicts of interest.
Appropriate Agency Theory (Jensen&Meckling, 1976), explainsthekey pointsrelated to“agency
relationship” which describes the contractual relationship between the agent and the principal
or the stakeholders, the “divergent interests” and goals. In balancing the relationship with the
“principal”, whether the agent has acted appropriateand in-appropriate, because the agent has
managerial opportunism. This concept describes the tendency of the attitude of behavior in
specificactionstomeet their owninterests. Managerialopportunisminhibit prosperity principal
on themain objective tobeachieved organization. Toexplain the phenomenon of self-interest in
the public budgeting, agency theory can beused as atheoretical basis (Smith & Bertozzi, 1998).

Based on relation in “A Principal-Agent Theory Approach” to Public Expenditure
Management in Developing Countries, be stated a well-functioning public expenditure
management (PEM) system is considered a critical pillar of government efficiency (Luc
and Elisabeth, 2006). Meanwhile, Shantayana et al., (1996), has showed: “Using data from 43
developing contries over 20 years we show that anincrease in the share of current expenditure
has positive and statistically significant growth effects. By contrast, the relationship between
the capital component of publicexpenditureand per capitagrowthis negative. Thus, seemingly
productive expenditure when used in excess could become unpredictive. These results imply that
developing contry government have been misallocating publicexpenditures infavor of capital
expenditures at the expense of current expenditures (Shantayanaet al., 1996).

Institutional theory has explanation tool in the form of the concept ofisomorphism. This
conceptisa tool or atrigger that explains how and why the organization will ultimately have a
tendency to move from diversity (diversity) tothe level of equalization or similarity (similarity).
Di Maggio and Powell (1983) suggested a mechanism isomorpik among others in the form of
Competitive isomorphism, as a reference for the practice of the organization’s efficiency and
survival of economically from the organization, and Institutional isomorphism as the strength
of thesocial environment which gave specific pressure forinstitutions/ organizations tobe able
to develop organizational practice whichaccepted by the organization (DiMaggio & W. Powell,
1983). This theory as a complement of the economic theory that has the common AECning (in
general), and the special significance (particular) is Expressed as aresource dependency theory
(Carpenter &Feroz, 2001). Appropriate description of this theory, theintegration of institutional
theory and the theory ofresources dependency is to develop a theoretical framework that helps
explainanelectionprocessinplanning decisionsand decisiontakinginrealization. Thisreferring
to the accountability of economic resource allocation for organization.

Appropriate mechanism refers to theregulation (Government Regulation No. 25 of 2004)
describes thestages in the planning and realization of capital expenditure as part of the forming
projected value of direct expenditurein Budget Work Plan of Governmental Work Units (GWUs)
and determination of itsrealization in Budget Execution Document (BED) of GWUs. This stage
shall refer tothe stages of theactivity: (i) thestageof determination Budget General Policy (BGP),
whichbased on ( Regional development planin medium term/ Government Work plan, aspirations
of stakeholders, the performance of the previous period, thebasicassumptions ineconomic, and
policy developmentrelated to the development priorities). BGP containing program/ activities
with indicative ceiling value. (ii) the determination “Priorities and Ceiling Budget While” which
was discussedbetweentheexecutiveand parliament. This stage as fulfilmentaplanning process
which produces documents Work Plan Budget of GWUs. (iii) determination of the realization
budget as evaluation process stage to determine the Budget Execution/Realization Document
of GWUs. Fulfillment for the stages above involve various aspects which into consideration for
decision-making based on compliance with regulatory aspects.

Relevance of capital expenditure planning and its realization has implications for the
achievementof good governance for local governments. This thing related withregard to efforts

TheRoleofAgency and Institutional Theoryin thePlanning an d R eali zation for Capital Expen ditures
SyaifulHifni | 3D




to suppress errors in the implementation of financial management procedures. This is related
to the phenomenon (Garamfalvi (1997), which states that corruption can occur at all levels of
budgeting, from planning to the payment of public funds. The phenomenon of corruption is
politically (political corruption) can occurin the phaseof planning and budgeting, as at this
stage apoliticaldecision is dominant, thereisaway toredirectthe allocation of publicresources.
Then, the context of corruption occurring in the implementation of the budget is administrative
corruption (administrative corruption), in this case due to the administrative decisions which
are predominant. the phenomenon develops where there is a potential political corruption
will lead to administrative corruption. Because of regulatory compliance (ex ante, ex post) for
financial management, adherence to internal controls, compliance with accounting standards,
and fransparency in themanagement of government as the condition for the fulfillment of good

govergance.

IE?u::rt::ﬂ:)re, future research ought to focus more on the idea-based endogenous growth
models to check therobustness of Policy Recommendations. Moreover, the inclusion of hitherto
unexplored types of government expenditure, e.g., on the rule of law ”, would be desirable
(Andreas & Johanna, 2008). Various studies related to the planning and realization of capital
expenditure onthe organizationhasbeen done. Rating in percentage of the existing of spending
on investment to serve the public to the expected of spending on investment to serve the public
as a public service quality level of macro-level (Widojono, & Muzakar, 2013). Planning and
realizationof capital expenditure interms of physical infrastructure spending which effectively
became the basis for the development goals of social welfare and regional competitivenessin an
eraof AEC. Itis as one component in economic growthin the global environment, namely the
accumulation of capital which includes capital expenditureand investment in physical (Todaro,
2006). Econometric analysis of the results of research showed thatin the short term, construction
spending and employee spending are not significantly influence economic growth, but in the
long term development spending significant effect on economic growth statistics, while the labor
force has no effect on economic growth (Handoko, 2013). Other studies previously, showed
significantly, that there was a relationship between regional economic growth, spending and
development expenditure (Adi, 2006, Nworji, 2012). Capital expenditure perspective gives a role
totheachievement of development objectives for social welfare and even meet the requirements
related to competitivenessin the eraof the AEC. In accordance Adi Hari (2006) showed aCR
value to the relationship between Spending for Development and Ecunu'ic Growth amounted to
8.417.Itcanbe concluded that the regional development spending has a positive and significant
impact on economic growth.

In this case the role of regulation would guide for decision of plans and realization
program/activity referring to capital expenditure projection. Capital expenditures be determined
inplanningandrealizationreferring toBudget General Policy and " Priorities and Ceiling Budget
While ” which needs to strengthened with the perspective of agency theory and institutional
theory. Itwillbring and enhance management toachieverelevan decision in order to meet social
welfare and also to achieve regional competitiveness in the ASEAN region. the perspective of
management in the planning and realization of capital expenditures was needed to achieve
objectives the social welfare and in relation to the challenges and implementation of ASEAN
Economic Community (AEC) 2015. Indeed, the whole point of auniversal welfare policy isnot
to discriminate between citizens, not toseparate “the needy” and “the poor” from other citizens
and to treat them differently. Social policy should seek instead a moral obligation to furnish all
citizens with, in Amarty Sen’s words, basic capabilities (Sen 1982). This stands in contrast to the
situation under a selective and a conservative (mixed) system, as the public discourse about social
policy in a universal system cannotbe conducted in the terms indicated by the question: “what
shall we do about these deviant groups/individuals?” (Bo & Dietlind, 2001).

Other Research result showed that: “Theresearcher found that thereis a statistically
significant impact of the current expenses paid on health, economic affairs, and housing and
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community facilitiesand of the capitalexpendituresonhealthand economic affairs on economic
growthin Jordan, and there is no statistically significant impact of the current expenses on
education and of the capital expenditures on education, housing and community facilities on
economic growthinJordan.” (Ali, 2014). “InPaper, be stated the hypothesis thatlocal (municipal)
expenditures, in part, canbe explained by regional (county) expenditures, with formulate and
estimate ademand model for municipal services that is defined conditional on the county
expenditures. The results imply a positive dependency between the provision of county and
municipal services. Moreover, the results suggest that the hypothesis of weak separability between
the provision of county and municipal services can be rejected. In addition, we cannot reject
the hypothesis that the regional expenditures are weakly exogenous in the local expenditure
equation” (Johan, 2001).

To fulfill duty in development, regional government takes reference namely regulation
framework to establish budget framework. Determination for planning and realization of capital
expenditureneedasdecision making process willrelated to content of decisionand environment
where decision will taken. This policy referring to decisions which will involves many parties.
Jones stated policy definition (1984): “as a standing decision characterized by behavioral
consistency on the part of both Reviews those who make it and Reviews those who abide by it”.
Every establishment of policies will be related to the context of the “who” earned “what” and
“how"” to getit. There are various aspects determines for the policy implementation.

For global issue, perspective aspect in line with policy implementation has been investigated
as antecedent variables that influences performance forimplementation. One of this variable is
the role of regulation with dimension, namely: (i) goal clarity, (ii) completeness of regulation
forms, (iii) acceptance of regulation, and (iv) easiness to apply. (Syaiful, 2013; Mahfud, 2015).
Theresult showed the fact for the weakest of the role of regulation toward the implementation.
Theweaknessassociated with therole of regulation which consists of: goal clarity, completeness
of regulation forms, acceptance of regulation, and easiness to apply of regulation to support the
implementation of the accounting system and performance of information system. This weakness
canbe appearedasfailuretofollow formand contentofregulationin meet the preventivemethod
(exante) from ineffectivenessof accounting system and performance of information system, and
failure to avoid punitive (ex post) in administrative punishment form from supervision externally.
This empirical facts show the existence of barriers to the effectiveness of achieving accrual base
financial reporting in local government.

Based on the description in background, Penelitian ini mencoba untuk memahami
secara komprehensif bagaimana perencanaan dan realisasi dari belanja modal pada instansi
pemerintahandi Indonesiakarenapenelitian yang ada sebelumnya tentang Indonesiamenurut
peneliti baru dipandang secara parsial. This research tries to comprehend comprehensively how
the planning and realization of capital expenditure in government institutions in Indonesia
because of previous research according to new researchers viewed partially. The research problem
was, how do difference and relationship of planning and realization of capital expenditure with
theroleof theagency theory aspect, the institutional theory aspects and objectives of social
welfare for Regional Competitiveness in AEC. Hipothesis testbeacted to explain and to predict
the phenomenon in decision making process for planning and realization capital expenditure
regional governments. Research purposes based on the background and the formulation of the
issues raised, is to know how ditferences and relationship of planning and realization of capital
expenditure with the role of the agency theory aspect, the institutional theory aspects and
objectives of social welfare for Regional Competitiveness in AEC.

METHODS

This research is a quantitative research with non-parametric statistical tests.Subjects of
research are Government Work units (GW Us) in Banjarmasin City, Banjar District, and Tanah
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Laut District Government. Characteristics of the subjectsbe selected for each GWU which have
Budget Work Plan and Budget execution Document for regional bud get yearly. The object of study
isthe agency theory, and institutional theory, aspects of Social Welfare, and the implementation
of AEC. Data were analyzed by analysis of informational and statitistik analysis using non-
parametric Chi-squareand CContingency. Phase ofdataanalysisisdoneby collecting ascore for
each variable with each indicator. Indicators that fulfilled rated 1 and for indicators that are not
metbe valued (). The maximum number of each indicator of each variable is5and the lowest value
is 0. Use of Contingency table, where this table contains the distribution of observed frequencies
(Fo) generated from tabulation of scores from each indicator of one variable. Based on data from
Focanbecalculated distribution thatexpected as frequency (Fe)generated by using the formula:
X ij=nixnj/N, where:

Lij=frequencydistributionof expectedintherowand columnitoj

ni = number of frequencies on the line to i

nj=numberof frequenciesin thecolumn toj

N = the total number of frequencies

1i=1,23, ..

i-1,2,3, ..

Xo2 calculations generated from the data with the formula :
rk

Xo2=3% ¥ (Oij-}ij )2/ ¥ij, where:

I=1j=1

r=Coulumn

k=row

QOij = observed frequency distribution row i and column j
2ij = expected frequency distribution row i and column j

Xo2 value compared to the value X2 table, namely to test Hol on different test, where if
Xo2>X2table then HO1 canberejected, and, if X02<X2 table then H0O1 cannotberejected. X2
tableisdetermined according to the table Chi-Square, namely the (row -1)x (column1).The
coefficient of Contingency (Contingency C) obtained by the formula:C= VXo02 /N + Xo2 where:
C=coefficientvalue islimited ie associationsbetween 0<1, where:0=nocorrelationand 1=a
perfect relationship
Xo2 = Chi squared observations
N =number of responses in observation

Contingency coefficientvalueisalso calculated based onthe formula Cramer Coeefficient
of Associationby the formula: C =vX02/N(L-1) for L=min (rxc). Interpretationof thevalue
of Cbased Guilford’s Empirical Rule.

Table 1. Guilford's Empirical Rule
Nilai Interpretasi

0,0-<0,2  Slightcorrelation:almostnegligiblerel ationship
>0,2-<0,4 Small correlation ; low relationship

>0,4-<(0,7 Moderate correlation : substantial relationship
>0,7-<0,9 High correlation: dependable relationship
>09-1 Veryhighcorrelation: very dependablerelationship

Source: psycnet.apa.org/index.cfm?fa=buy.optionToBuy&id=1974-01085-001
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RESULT AND DISCUSSION

Below bestated the descriptive statistics for “score keeping” based on uses questionnaire.
BasedonTable2, 4, 6,and 8, whichbe varied of score for each variablesfrom ascoreof 1 until
score 5, showed relatively large scores at 4 and 5 which show the relative effectiveness for role
of theory of agency and the role of institutional theory in planning and establishment of direct
expenditure. AECnwhile, based ontable3, 5,7, and 9, shows that the direct expenditure for social
welfareeffortstoachieverelatively more dominantthan focusonmeeting thecompetitiveness of
regional competitiveness towards the AEC.

Table 2. Number Frequency of responses (Fo): Aspects of the agency theory

Frequency of Scores 1 2 3 4 5 Total
Responsesof GWUs 1 1 4 22 53 81

Scores 4 and 5 has achieved with a relatively large up t0 92.59 percent. It showing a High
effectiveness and a positive responsein the ranks GWUs to accept aspects of agency theory.

Table 3. Responses for Role of Theory of Agency

. . TN Ful- Not Ful-
Indicators to be considered filled filled

Determination of capital expenditure carried out on the basis of the effec-

tiveness of the performance of public services 7 5
Determination of capital expenditure can berealized related to the budget 58 24
yearly;

Capitz?l e{(p{mdimres carried out according to the needs of society-private 74 8

(as principals/stakeholders);

Capital expenditure of GWUs has full information for held accountable 30 5

meet fairness in the assessment of the auditor;

Capital expenditure of GWUs with need rationality for development 79 3

Determination of capital expenditure which can be realizedrelated tothebudget yearly is
lower thantheindicatorsothersof theory ofagency. This AECn that instages after determination
of budget work plan be stated many aspects to be considered. Regional government face the
contingency aspects with the environment in line with their duty to take policy action. In this
policy, managementof GWUsin Regional government should take and anticipateregulation “ex
ante” or “ex post” for decisionin planning and torealize capital expenditurein Budgetexecution
document for regional budgetyearly.

Table 4. Number Frequency of responses (Fo): Aspects of the Institutional theory
Frequency ofScores 1 2 3 4 5 Total
Responsesof GWUSs 1 6 22 52 81

Scores 4 and 5 has achieved with arelatively large up to 91.36 percent. It showing a High
effectiveness and apositiveresponse in theranks GWUs to acceptaspects of institutional theory.
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Table 5. Responses for Role of Institutional Theory

Indicators to be considered Ful- Not Ful-
filled filled

Capital expenditures are set in considerationof the limited funds 79 3

available

In 3 years final, capital expenditure has increased 56 26

Direct Expenditure on Government Work Unit (GWU) considering 80 2

the aspects of efficiency and economical

Capital expenditure as a budget framework in accordance with the 80 2

reference regulations

Capital expenditures on Government Work Unit (GWU) to support 73 79
theeconomic activities of society - private;

Based on AECsurement indicator the increasing of capital expenditure in 3 yearsshowed
low achievement of positive responses from GWUs in line with institutional theory. Nominal
growth of plan for direct expenditure and regional expenditure of Sampling unit of Regional
Government:

Table 6. Nominal grow th of plan for directex pen ditureand regional

Year Direct Expenditure Regional Expenditure

2011 397.954.817.291,00 924.607.371.591,00

2012 552.430.995.879,00  1.130.039.190.774,00
2013 769.127.801.254,00  1.444.700.363.596,00
2014 798.087.181.790,00  1.468.054.133.839,00
2015 767.583.763.845,00  1.764.174.168.887,00
2016 774.036.073.572,00  1.800.319.581.272,00

Source: Financial Affair of Regional Government, 2016

The ratio of the growth in planning of “direct spending” (2011-2016): 39.04% (2012);
39.31% (2013); 3.77% (2014); -3.88% (2015); 0.91% (2016). The ratio of “capitalexpenditure” tothe
amount of direct expenditure (Personnel expenditure, spending on goods and services, and capital
expenditure) in the years 2011 to 2015: 48.11% (2011); 55,98% (2012); 57.09% (2013); 47.99%
(2014); 41.59% (2015). Theratio of capital expendituresto theregional expenditure (consisting of
indirect expenditures and direct spending) (2011-2016): 20.67% (2011); 27.34% (2012);30.40%
(2013); 26.09% (2014); 18.08% (2015); 17.38% (2016). The ratio of capital expenditures to capital
expenditure plan (2011-2014): 79.58% (2011); 75.08% (2012); 68.56% (2013); 86.42% (2014). The
realization ratio of direct expenditures of the plan (2010-2015): 31.54% (2011); 61.78% (2012);
42.07% (2013); -12.76% (2014); -16.71% (2015).

Growthin direct spending oflocal governmentis not always grow up or progressive and
eveninfacthasnegative growth due tovariousconditions. Oneimportant thing is the tight
expenditure requirements directly related to capital expenditure tomeet the suitability for good
project and accountable. Because a project is bounded by its results, time, and resources, it is
often necessary to make tradeoffs among results, time, and resources, the three elements (or
“parameters”) by which a project is bound. Thus, project management is the process of developing
substantive, systematic data about each parameter in order to maximize the effectiveness of the
tradeoff decision. The project management processisitself a series of steps typically represented
by a “project management process model.” (HBS, 2002).
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As author and Harvard Business School professor Robert Austin has stated:“Conventional
projectmanagement methodologies work bestwhen the chances arereally good that the project
willunfold asanticipated during its planning stages, when there is little that can happen during
the project that planners can’t see coming, when you can formulateresponses tocontingenciesin
advance. In other words: when there isnot much genuine discovery going on.” He points to building
construction as an example, wheretherange of potential problems often can be anticipated and
solutions planned in advance. The traditional tools of project management, however, are less
usefulwhenuncertaintyishigh. Something moreis required: adaptability. (HBS, 2012). Referring
totheory of agency, wecanrefer for the “Note, however, that some companiesseparate therole of
the project “owner” from that of project manager. The owner takes care of meeting the business
needs, and themanagerisresponsiblefor timely delivery. Yetevenin this case, you cannotremove
the team and itsleader from theirresponsibility to make sure thattheir day-to-day work leads to
the longterm success of the end result. (Shenhar & Dvir, 2007).

We can to explain the function and role of an integrative approachinbudgeting planning
andrealization of direct spending referring Project Cycle Managemment (PCM) with The basic
format or structure of project and programme documents. “Abasic “format’ is applied for all
documents to be produced during the project cycle. It follows the core logic of the Logical
Framework Approach. This model canbe stated consits of: 1. Summary; 2. Background: Overall
EC and Government policy objectives, and links with the Commission’s country programme
or strategy, commitment of Government to over-arching policy objectives of the ECsuchas
respect of human rights; 3. Sectoral and problem analysis, including stakeholder analysis and
their potentials; 4. Project / programme description, objectives, and the strategy to attain them
Including lessons from past experience, and linkage with other donors’ activities Description
of the intervention (objectives, and strategy to reach them, including Project Purpose, Results
and Activities and main Indicators); 5. Assumptions, Risks; 6. Implementation arrangements:
Physical and non-physical AECns, Organisation and implementation procedures, Timetable
(work plan), Estimated cost and financing plan, Special conditions and accompanying AECsures
by Government / partners, Monitoring and Evaluation; 7. Quality factors: Participation and
ownership by beneficiaries, Policy support, Appropriate technology, Socio-cultural aspects,
Gender equality, Environmental protection, Institutional and management capacdities, Financial
and economic viability Annex: Logframe (completed or outline, depending on the phase) “(EC,
2002).

Based on concept, determining a planning and budgeting is as the clarity of the process
and the purpose of establishing the programs and activities which described by the stage set
financial value on the aspect of “shopping” at every program and activity. A direct expenditure
such as capital expenditure considered appropriate to be stated in Budget Work Plan (BWP) and
inBudget Execution Document (BED) when canmeet the characteristicsreferring to Accounting
for Research and Development Costs, which fulfill cost recognition, namely: “Three pervasive
principlesfor recognizing costs as expensesaresetforthinparagraphs 156-160of APBStatement
No. 4 as follows: Associating Cause and Effect, Systematic and Rational Allocation, Immediate
Recognition.”. (FASB, SFAC No. 2, 1974).

Table 7.Number Frequency of responses (Fo): Aspects of Social Welfare

Frequency of scorers 1 2 3 4 5 Total
Responsesof GWUs 2 10 13 16 39 80

Scores 4 and 5 has achieved with a relatively large up to 68,75 percent. It showing a
effectiveness enough and “cukup memenuhi” a positive response in the ranks GWUs to accept
aspects of social welfare.
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Table 8. Responses for Role of Aspects of Social Welfare

Ful- Not Ful-

Indicators to be considered filled filled
Capital expenditure on GWUs can fulfill the facilitation of sectoral develop- 74 8
ment for basicservices

Facilitating the GWU can meet growing business / leading sectorin there- 63 19
gions

Facilitate GWU in the development of cross-sector basic services District/ 53 29
City

Capital expenditure onGWUmeetstheconstraints ofhandling basicservices 63 19
Capital expenditure on GWU related to the provision of facilities and infra- 67 15

structure sectors;

Medium TermDevelopment Plan(MTDP)isadescription of the Vision, Mission, Regional
Header programmeby referring totheregion and noticed Long Term DevelopmentPlan (LTDP)
National. Contents of MTDP consists of :

1. The Regional Development Strategy

2. Public Policy

3. Direction of Regional Financial Policy

4. Programme of GWUs, Cross- GWUs, territorial, and cross-regional which includes activities
in: Regulatory framework and Budget framework.

The low achievement of development with the facilitation of cross-regional direct
spending, requires the support and strengthening of capital expenditures of GWUs in the
Regional Government. This is necessary for theimplementation of the budget canbe effectively
towards social welfare achievement. The relevance of planning decisions and realization of capital
expenditure has implications for good governance to achieve the purpose of social welfare by
empowering role of the budget towards social welfare. This is spelled out through programs
and activities to enhance (i) economic growth, (ii) employment, (iii) reduce poverty, and (iv)
environmental protection. Direct spending, both capital expenditures for personnel, goods and
services, and for capital goods should be fulfilled government in fulfillment for social welfare.
Regional government need to enhance social welfare achievement with planning and realization
tor capital expenditure. This context in line with (Thomas ef al., 2016: 218) in new approach to
management theory and social welfare : themes and contributions (Thomas ef al., 2016) they
stated : “ two themes emerge, First, fairness and justice are argued.

Table 9. Number Frequency of responses (Fo): Aspects of AEC

FrequencyofScorers 1 2 3 4 5 Total
Responses of GWUs 3 8 16 12 38 77

Scores 4 and 5 has achieved with a relatively large up to 64.94 percent. It showing a
effectiveness enough and “cukup memenuhi” a positive response in the ranks GW Us to accept
aspects of ASEAN Economic Community (AEC).
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Table 10. Responses for Role of Aspects of AEC

Ful-  Not Ful-
filled filled
Policy-related capital expenditure budget for the empowerment of 70 12
human resources quality basic service sector competition.

Indicators to be considered

Framework for capital expenditurebudget tosupporttheempowerment 41 41
of single market competition

Framework for capitalexpenditurebudget tosupporttheempowerment 57 25
of competition production base

Policies capital expenditure tosupport the strengthening of physical 67 15
infrastructure

Policies capital spending supported the strengthening of the system 65 17
infrastructure.

Strategies for capital expenditure aspart of direct expenditureis related to the strengthening
of regional competitiveness in AEC. Determination of Budget Work Plan and for Budget Execution
Document asbudget strategy for: (i) Strategic Program / Administrative / Socio/ Technical
to support private sector in region referring to compete in single market and production base
that includes five (5) core elements, namely: (i) free flow of goods; (1) free flow of services; (lii)
the free flow of investment; (Iv) thefreeflowof capital; and (v) free flow of skilled labor. The
agreement also includes two important components, namely: the priority integration sectors,
food, agriculture and forestry, (ii) for Strategic program/ Administration /Socio / Technical
for strengthening of regions as Competitive Economic Region of AEC. (iii) Implementation
of Pillar 3 through relevance BWP and BED as Strategic program / Administration /Socio /
Technical forstrengthening Regions towards Equitable Economic Development, suchasto: SME
development; Initiative for ASEAN Integration, and (iv) Implementation of Pillar 4 with BWP
and BED asStrategic program / Administration / Socio / Technical for strengthening regions
towards Integration into the Global Economy

Related research describes that: “Each countries has different result. Moreover, the
situation of foreign direct investment in every contries at the time before AEC starts also shown
the difference. Theresearch emphasizes onone of the main objectives of the AECitself the single
marketand productionbase...,itcanbe seenwe predicted FDItowards theimplementationof the
AEChas increased, despite the fact that before we know the AEC, ASEAN contries themselves
haveimposed thenameRegional EconomicIntegration (REI). Where AECis the sustainability of
the REI so can we assume the effects before and after the AECis FDI will continue to increase in
the countries thatjoined in ASEAN" (Darma & Achmad, 2013).

Hypothesis Test
Frequency AECsurement datawith eachfive(5)indicatorson the 4 (four)study variables

presented through the followingtable:

Table 11. Contingency & Chi Squared Table- Observation

Social
Variables Agency Instituti 1
ariables gency nstitutiona Welfare AEC Total

Implementation Pillars of

AEC
Very Implementable
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Score 5 (Fo)

Fe
Implementable
Score 4 (Fo)

Fe

Sufficient Implementable
Score 3 (Fo)

Fe

Less Implementable
Score 2 (Fo)

Fe

Not Implementable
Score 1 (Fo)

Fe

N (total of Responses)

53 52 39 38
46.21316614 46.21316614 45.64263323 43.93103448

22 22 16 12
18.28213166 18.28213166 18.05642633 17.37931034

4 6 13 16

9.902821317 9.902821317 9.780564263 9.413793103

1 1 10 8
5.078369906 5.078369906 5.015673981 4.827586207

1 0 2 3
1.523510972 1.523510972 1.504702194 1.448275862
81 81 80 77

182

72

39

20

319

Based on data in Chi Squared Table (observation) above will use to determine Xo®= Chi
squared observations with N as number of responses in observation.

Table 12. Chi Squared Observation

Variables Agency Institutional SocialWelfare AEC
6.786833856 5.786833856 -6.642633229 -5.931034483
46.06111379 33.48744607 44.12457621  35.17717004

ﬁﬁfbs"”’a' 0.996709761 0.724629989 0.966740372  0.80073621
3.717868339 3.717868339 -2.056426332 -5.379310345
13.82254498 13.82254498 4.22888926  28.93697979

i(igfbs"”a' 0.756068561 0.756068561 023420411  1.665024631
-5.902821317 -3.902821317 3.219435737  6.586206897
34.8432995  15.23201423 10.36476646 43.37812128
i(igfbser"“' 3.518522488 1538148952 1.05973093  4.607932298
-4.078369906 -4.078369906 4.984326019  3.172413793
16.63310109 16.63310109 24.84350586  10.06420927
i(igfbs"”a' 3.275283486 3.275283486 4.953173981  2.084729064
0.523510972 -1.523510972 0.495297806 1551724138
0.274063738 2.321085681 0.245319916  2.4078478

Total

3.488816331

3.411365863

10.72433467

13.58847002

=
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Xo Ob-

servasi

Jumlah X?Observation 34.74198453

0.179889573 1.523510972 0.163035528  1.662561576  3.528997648

The coefficient of Contingency (Contingency C)obtained by the formula:

C =vVXo0?/ N + Xo?m so that:

C=+34.74/319+34.74=0, 313, where: Xo?=Chi squared observations is 34.74 and
N =number of responses in observationis 319

Contingency coefficientvalueisalso calculated based onthe formula Cramer Coeefficient
of Association, namely: C =V Xo02 /N (L-1) for L=min (b x k), where:

C =+3474 /319 (4-1)=0,191

X2 tableis determined according to the Chi-Square table, namely the (row - 1) x (column
1) with value 21,026. Referring to the results of study, where X2 Observation 34,742 is greater
than X2 table, namely 21.026. Thisisindication and justify the differencesin theimplementation
of capital expenditure tomeet AEC pillars and social welfare purposes through the role of the
agency theory, and institutional theory. Interpretation of the value of Contingency coefficient
referring to Guilford's Empirical Rule, shows that C = coefficient value is limited ie associations
between 0<1, where: 0=no asst)ciati[ms,’relationship and 1=aperfect associations/ relationship.
Relationship of agency theory and institutional theory with social welfare and AEC Based on
the amount of C Contingency coefficient is 0,313, and with Cramer Coefficient of Association
is 0.191. This is indication that there is a relationship between the implementation for capital
expenditures to meet AEC pillars and social welfare purposes through the role of the agency
theory, and institutional theory. Based on the Guilford Empirical Rule indicates the degree of
association between variables, which for coefficient C Contingensi is amounted to 0.313 canbe
stated as “ Smallcorrelation ; low relationship “. While based on the Cramer, showed coefficient
0.191 as “Slight correlation : almost negligible relationship”.

CONCLUSIONS

Implementation for planning and realization for capital expenditures as regional investment
which has done by regional government for social welfare and support facilitation of regional
competitiveness in an era of AEA, reached via the main tasks and functions of each GWU. The
function and role in the implementation unit to manage aspects of the development towards
social welfare to citizens is appr[)priam with Devel[)pment Plan for L[mg Term / Develnpment
Plan for Mid Term, Pillars of AEC, and even with the implications for the MDGs, SDGs as a
global issue of development. This includes the implementation of capital expenditure through
Principal task and function of GWUs, namely for services or functions: (i) Planning and control
of development; (ii)Planning, utilization and controllayout; (iii) Theconductof public orderand
public tranquility; (iv). Provision of facilities and general infrastructure; (v) Handling the field
of health; (vi) Implementation of education and allocation of human resources potential; (vii)
handling socialproblems; (viii) Servicesfield of employment ; (ix) Facilitate the development of
cooperativesand small and medium enterprises; (x) Control of the environment; (xi) Service for
land; (xii) Population Services, and civil;(xiii) Ad ministrativeservices general government; (xiv)
investment administration services; (xv) Other basic services.

Capitalexpenditures asinvestmentneeds canbemanaged in the pattern: (i)the fulfillment
of capital expenditure which fulfill return of economic benefits and social benefits of capital goods
in the construction (ii) For increasing of development services for the changes and demands of

TheRoleofAgency and Institutional Theoryin thePlanning an d R eali zation for Capital Expen ditures
SyaifulHifi | 4D




development, such as AEC as part of globalization, the competitiveness of regions other than
the basics in social development and economic development (iii) the need of improvement,
innovation, invention and breakthrough in enhancing the value of life in development that
requires the fulfillment of direct expenditure withcapitalexpenditure. (iv) In control of planning
and controlling administrative expenditure management expenditure referring to capital
expenditureincompliance with the inventory valueof capital expenditure and capacity services
for development.

Inan globalera, the capitalexpenditure planning and realizationis aunity, so that, the
relevance of theplanare achieved can assertsthat theplanand realization of capitalexpenditureis
notalwaysbecause of thelargenumbersinthebudget, butbecauseof according tothe conditions
and the strength of the regional budget. We can refers for relevant situation with policy in planning
and realization for Budget Work Plan (BWP) and Budget Execution Document (BED) with the
qualitative policy of “Charles Darwin” referring to the Survival of the fittest, the which stated:
“*Itisnotthestrongestof thespecies that survives, nor the mostintelligent, but the onemost
responsivetochange “. Thisidiomatic phrasesstressed thattheorieswill giverole forregulation
functions as “exante” to predict for decision which will taken, and asexpostto control forimpact
of decision.

According to the results of the study, referring to contingency aspect, showed there was
the role of agency theory and institutional theory in the implementation of the planning and
realization of capital expenditure, but the role that has shown in this relationship was too low
related with social welfare goal and for strengthening regional competitiveness in an era of
AEC. Low role is indicated by: (i) Determination of capital expenditure can be realized related
to the budget yearly (Theory of Agency); (ii) In 3 years final, capital expenditure hasincreased
(Institutional Theory); (iii) Facilitate GWU in the development of cross-sector basic services
District / City (Social welfarre aspect), and (iv) Framework for capital expenditure budget to
support the empowerment of single market competition (AEC aspect).

Need to strengthen the role of the agency theory and the institutional theory to achieve
empowerment for theroleofregulation with dimension, namely: (i) goal clarity, (i) completeness
of regulation forms, (iii) acceptance ofregulation, and (iv) easiness to apply, which became
foundation in the control phase of the establishment of the planning and realization of capital
expenditure in regional government in global era.
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