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The 2" International Conference on Finance, Management and Business 
Semarang, August I , 2018 

FOREWORDS 

Salaam, 

I am delighted to welcome you to Semarang, hidonesia. The purpose of International 
Conference on Finance, Management and Business is to bring together researchers and 
practitioners all over the world to share new ideas and present latest developments in the 
theorical and practical areas of fmance, management and business. 

I am honored to have the keynote speakers in the conference; Professor Hemant Merchant 
from University of South Florida in St. Petersburg, USA and Professor Othman Yong from 
Universiti Kebangsaan Malaysia. 

I am hoping that all participants of the conference to take time not only for paper 
presentation, but also to actively engage one another and to take this opportunity to further 
develop your professional links. 

The conference will not be possible to be organized without the dedicated efforts of many 
individuals who have contributed to the various process that make up this event. For their 
dedication, I sincerely convey my appreciation. My sincere gratitude also goes to our 
institution partners and journal partners that provide their support in this conference. 

Last but not least, Semarang with its exotic and unique atmosphere is very interesting to be 
explored. So, enjoy your stay in Semarang. 

Wassalaamualaikum 

Best wishes. 
Dr. Harjum Muharam 
Conference Chair 
Head of Management Department F E B Universitas Diponegoro 
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The 2" International Conference on Finance, Management and Business 
Semarang, August I , 2018 

CONFERENCE PROGRAM 

Hour Program Location 

07.30- 14.00 Registration 4th floor, C Building 

08.00- 10.00 Concurrent session 1 Room 1-5, 3th floor, C Building 

10.00-10.15 Coffee break 4th floor, C Building 

10.15-10.25 Opening speech Main hall, 4th floor, C Building 

10.25-12.00 Keynote speeches by Prof Hemant 
Merchant and Prof Othman Yong 

Main hall, 4th floor, C Building 

12.00-13.15 Lunch 4th floor, C Building 

13.15-14.45 Seminars by Prof Hemant Merchant and 
Prof Othman Yong 

Main hall, 4th floor, C Building 

14.45-15.00 Coffee break 4lh floor, C Building 

15.00-17.00 Concurrent session 2 Room 1-5, 3th floor, C Building 

17.00-17.30 Closing ceremony and best paper awards Main hall, 4th floor, C Building 
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ANALYSIS OF PDAM PERFORMANCE IN EAST JAVA 

BEFORE AND AFTER DEBT RESTRUCTURING  
  

Ady Setiawan 
Isti F adah 

Elok Sri Utami 
  

Abstract 
  

This study aims to analyze the process of restructuring in PDAM. This 

research was conducted at PDAM in East Java. The population and samples used 

in this study amount to 38 PDAM in East Java.Data collection techniques using 

secondary data in the form of financial performance reports. The analytical method 

used is the analysis of financial statements and discriminant analysis. 
The results show that the variables of each group have a significant 

difference. The o ne of the real impacts of the size of the debt rate is the magnitude 

of the interest rate that burdens the operational of the PDAM. The greater the debt, 

the greater the interest rate (including the principal of the debt) to be paid. Interest 

expense will be a problem and hamper the performance of PDAM, both financial 

and operational performance, if the proportion to total operational cost is quite large 

compared to the proportion of other operational costs. Conditions on PDAMs in 

East Java. The direct cost of PDAM business is also a burden because the numbers 

are very large. Together with the high interest expense, this condition further 

exacerbates the financial performance of PDAM in East Java Province prior to debt 

restructuring, especially on the aspect of profitability. The low efficiency of 

production where the average production efficiency is 64.47% and even decreased 

to 62.70% after the restructuring. Debt and interest expense for each cubic meter of 

clean water produced also shows that PDAMs in East Java Province have to bear 

the burden of debt and interest costs per cubic meter are much higher. All 

operational costs must ultimately be charged to the consumer, then the debt and 

interest expense per cubic meter also automatically becomes the burden of the 

consumer. 
  

Keyword: restructuring, PDAM, debt, financial performance 
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INTRODUCTION 

Standardevaluation of quality and performance service of Water Supply 

System (WSS) development,is an assessment and measurement activity of each 

aspect of performanceappraisal so as to know the quality and performance of 

PDAM in providing drinking water service tothe community.Thisstudyshowsthe 

performance evaluation results of all PDAMs in East Java as many as 

38 districts in fiscal years of 2007, 2008, 2009, 2010 or 4 years before (debt 

restructuring) and2011,2012, 2013 and2014,or4year after debt restructuring)using 

thesame indicators from four aspects of financial assessment aspect, service 

aspect,operational aspect and human resources aspect referring to Article 59 of 

Regulation of the Minister of Public Works No. 18/PRT/M/2007 concerning the 

Implementation of WSS Development. 

Principles used in the performance indicators BPPSPAM is Balance 

ScoreCard approach. With this approach, PDAM performance appraisal indicators 

are prepared by applying principles of the Balance Score Card, taking into account 

the characteristics of the PDAM own.This research was inspired by several 

previous studies, among others, research from Matheous Tamonsang et al 

(2002) on PDAM Financial PerformanceAnalysis in East Java. The financial 

performance of PDAM with better profit is viewed from the ratio of working capital 

turnover, receivable turnover, cash ratio, net profit margin ratio and ROA. While 

the financial performance of PDAM is proven to have loss ratio of long-term debt 

with total assets and operating ratio is higher than PDAM's 

profit. Research of Sulistiowati et al (2017) to analysis of financial statements to 

assess the financial performance of PDAM Tegalconcluded that the financial 

performance of PDAM Tegal has not been maximally measured and analyzed from 

profibiltas ratio, sovability ratio, operating ratio. 

Mian & Atia (2010) conducted research on the effect of financial 

restructuring on banking performance in Pakistan with DEA approach. Previous 

research has shown significant positive effectsprivatization on the profitability of 
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financial institutions. The results of the approach show that privatization can not 

help banks in increasing operating income. 

Departing from the empirical evidence arises a question and the 

problem: (1) Is the Restructuring done on PDAM can affect the improvement of 

Performance? (2)What aspects should be improved in restructuring for the 

performance of the company especially the increasing PDAM? 

  

LITERATURE REVIEW 

The aspects of PDAM performance indicators related to the restructuring 

process consist of: 

1. Financial aspects that include: 

a. Profitability, aims to determine the ability of PDAMs to create profits and 

ensure sustainability. Assessment of this aspect also aims to measure the 

level of management effectiveness in running the company's operations. 

These aspects include: 

•    Return On Equity , where the ratio measures the ability of the rate of 

return on the amount of equity. 

•     Operating Ratio , in order to measure how much cost efficiency is spent 

to generate revenue. 

b. Liquidity aims to determine the ability of the PDAM to meet its short-term 

obligations. Another meaning is the ability of the PDAM to fulfill 

obligations or debts that must be paid immediately with its current 

assets. These aspects include: 

•      Cash Ratio , to measure cash capability in order to guarantee short-term 

liabilities. 

•     The effectiveness of billing, to measure the effectiveness of collection 

activities on the sale of water. 
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2. ServiceAspects that include; 

a. Scope of technical services, to find out how much percentage of the 

population served by the PDAM compared to the population in the PDAM 

service area. 

b. The growth of customers, used to find out what percentage increase in the 

number of customers PDAM in one year. 

3. Operational Aspects that include; 

a. Production efficiency, to measure the efficiency of production systems. 

b. The rate of water loss, to measure the efficiency of the distribution system 

to water sales. 

4. Human Resource Aspect , 15% weight, covering; 

a. The ratio of employees to 1000 customers, to measure the efficiency of labor 

usage in serving every 1000 customers. 

b. Employee education and training ratios, measuring company awareness to 

improve employee competence. 

c. Ratio of education and training costs, measuring company awareness to fund 

in terms of employee capacity building. 

  

Company Performance Measurement 

Brigham (1998) suggested that measuring the performance of a company 

consists of financial and non-financial factors that include the concept of efficiency 

and effectiveness. Financial performance is generally measured by comparing the 

benefits (benefit ) and cost (cost) or between certain sacrifices to obtain the 

maximum possible results. While Stoner and Freeman (1989) quoted Drucker who 

said that the company's performance can be measured by two concepts of efficiency 

and effectiveness. Efficiency is the relationship between input and output that is the 

ability to achieve optimal results with a certain cost. While effectiveness is the 

ability to choose and achieve the right goals. 

Robbin (2002) combines efficiency with effectiveness where efficiency is a 

short-term criterion that demonstrates a company's ability to produce output with 
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minimum input usage, in which case efficiency measures are always expressed by 

comparison such as cost benefits, cost per output or cost per time. While the 

effectiveness of the company concerning the results of operating objectives relating 

toprofitability, productivity, employee welfare and customer satisfaction. 

  

RESEARCH METHODS 

Population and Sample 

Based on data up to 2014 (published 2016), the population of PDAMs in 

East Java were 38 companies.  

 

Operational Definition of Variables 

Variable Finance: 

Ratio between long-term debt and capital. 

𝐿𝑜𝑛𝑔 𝑇𝑒𝑟𝑚 𝐷𝑒𝑏𝑡

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡
 

This ratio shows the importance of long-term capital in the capital structure. 

This ratio is to measure the level of corporate leverage. The greater the level 

of leverage in general, the greater the risk of the company, in the sense of the 

greater the cost incurred to get a loan or long-term debt. 

Operating Ratio 

𝑇𝑜𝑡𝑎𝑙 𝐸𝑥𝑝𝑒𝑛𝑠𝑒

𝑆𝑎𝑙𝑒𝑠
 

This ratio reflects the level of efficiency of the company, which is seen from 

all operating costs incurred compared to sales. The higher the operating ratio, the 

more inefficient a company because biaya issued also grew, and the resulting 

smaller profit. 

 

 

 

Cash ratio 
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𝐶𝑎𝑠ℎ

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐷𝑒𝑏𝑡
 

This ratio helps management to measure the efficiency of cash 

turnover used by the company. The faster or higher the cash ratio, the more 

efficient the cash turnover, and vice versa, the lower the cash ratio, the more 

inefficient the use of debt means the excess debt. 

  

Analysis Technique 

Financial Ratio Analysis and Discriminant Model 

The PDAM's financial ratios above will be further investigated by 

discriminant analysis to determine the most important financial ratios, which are 

the most dominant ratios in PDAM financial performance assessment, so that 

they can be grouped into Healthy PDAM and Poor PDAM.  

Specify Variable Variables 

The differentiating variable is the independent variable which, if used in the 

analysis, will be able to classify a sample. In this discriminant model, the 

differentiating variables are the 3 financial ratios of PDAM, namely: 

X 1 = long-term debt / total assets 

X 2 = total cost of business / sales (operating ratio) 

X 3 = cash / current debt(cash ratio) 

  

ANALYSIS AND DISCUSSION 

Overview of Research Objects 

This research uses PDAM Performance Data in East Java based on audit 

result of BPKP Representative of East Java Province. The data used from 2007 to 

2014 . PDAMs that become the sample ofthis research are as many as 38 Regency 

/ City in East Java. 

 

Description of PDAM Financial Performance Statistics 
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The results of research on PDAM Performance in East Java before to 

restructuring in 2007, 2008, 2009, 2010 and after debt restructuring in 2011, 2012, 

2013 and 2014 are presented in the table below: 

Indicator Before Restructuring After Restructuring 
2007 2008 2009 2010 Average 2011 2012 2013 2014 Average 

ROE -32.26% -30.33% -2.08% -33.35% -24,50% -23.54% -11.08% -4.13% -11.63% -12.60% 
Operating 

Ratio 
1.02 1.01 1.16 1.13 1.08 0.98 0.99 0.97 0.9 9 0.98 

Cash Ratio 406.79% 386.11% 1559.14% 313.70% 666.44% 1413.27% 485.18% 917.44% 1790.28% 1151.54% 
Billing 

Effectiveness 
89.02% 61.74% 64.20% 68.14% 70.77% 90.71% 90.96% 91.31% 93.56% 91.63% 

Service 

Coverage 
37.41% 36.78% 32.47% 33.13% 34.95% 36.93% 36.32% 39.84% 44.12% 39.30% 

Customer 

Growth 
2.96% 3.27% 4.41% 3.36% 3.50% 4.38% 5.97% 5.80% 4.89% 5.26% 

Production 

Efficiency 
67,72% 66.68% 61.99% 61.50% 64.47% 58.72% 74.01% 58.19% 59.87% 62.70% 

NRW 34.17% 31.23% 32.51% 33.45% 32.84% 27.67% 29.77% 30.17% 27.63% 28.81% 
Employee 

Ratio 
8.31 7.81 7.94 7.28 7.83 6.98 6.94 6.86 6.24 6.75 

Training 

Ratio 
38.64% 42.52% 17.15% 17.02% 28.83% 54.72% 22.13% 68.37% 39.01% 46.06% 

Training 

Cost Ratio 
1.11% 1.17% 0.58% 0.75% 0.90% 0.92% 0.87% 1.62% 1.05% 1.11% 

  

The basis for establishing discriminant analysis calculated using the SPSS 

program is shown by three variables which are discriminant 

or differentiating variables ie independent variables which, if used in the analysis, 

will be able to classify a sample. In this discriminant model, the differentiating 

variables are the 3 financial ratios of PDAM, namely: 

X 1 = long-term debt / total assets 

X 2 = total cost of business / sales (operating ratio) 

X 3 = cash / current debt (cash ratio) 

The result of calculation of discriminant analysis for PDAM financial 

performance in East Java Province before and after debt restructuring can be seen 

in table 2 below: 

 

Table 2 
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Discriminant Analysis Results 

Wilks' Lambda 

Test of 
Function 
(s) Wilks' Lambda Chi-square Df Sig. 

1 .225 6,703 3 .0 00 

  

Discriminant analysis results show that the significance value for the three 

discriminant variables is 0.000, due to the significant value 0.000 (<0.05) then the 

variable of each group has a significant difference. 

  

1. Long-term debt ratio with capital (X1) 

This ratio shows the importance of long-term capital in the capital 

structure, this ratio is to measure the level of corporate leverage. The greater 

the level of leverage in general, the greater the risk of the company, in the sense 

of the greater the cost incurred to get a loan or long-term debt. Descriptive 

calculation results in Table 1 show that, on overall average data of long-

term debtratio 4 years before the restructuring was 24.50% and the average 

long-term debt ratio 4 years after the restructuring period was                     -

12.60% . The value of this ratio is higher after 4 years debt restructuring.  

2. Operating Ratio (X2 ) 

This ratio shows the working capital embedded in receivables. The 

higher the turnover ratio, the more operating costs usedmean 

gettingweak.Similarly, the lower the operating ratio, thesmaller operating 

costsinrevenue.To assess whether this ratio is good or not, in the sense of not 

too low or too high can be compared to the overall operational ratio of PDAM 

as a whole.The results of descriptive calculation in table 1 shows that, on 

average the overall data receivable turnover ratio at 4 years after 

restructuring was0.98. The value of this ratio decreased after 4 years before 

restructuring.  

3. Cash Ratio (X4) 
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This ratio indicates that the cash value is so many times the current 

debt. By calculating the cash ratio can be known ability company to pay short 

term debt. The higher the cash ratio, the better the company in fulfilling its 

short-term liabilities, but the cash ratio is too high indicates the existence of 

cash surplus compared to that required at the time. The calculation shows that, 

the total cash ratio data at 4 years after the restructuring was 1151.54% . Cash 

ratio from 4 years before restructuring was 666.44%.  

 

DISCUSSION 

Theoretically there is a difference in conceptual definition 

betweenLiabilitieswithDebt.Liabilitis is the sum of all debts in that year concerned, 

so not only long-term debt, but included short-term debt.While the debt 

is calculated based on the amount long-term debt only (Faris, 2012) . The size of 

the debt is not the only measure to see the quality of the debt. Another measure that 

better reflects the quality is to look at the various financial ratios associated 

with debt (Ashifa, 2015). Average Debt to Equity RatioPDAM in East Java for 

4 years after restructuring is higher than before restructuring. When compared to 

the cash held, it appears that average cash ratio still above 0.5. This means more 

than 50% cash PDAM in East Java financed from debt.Management in making 

decisions concern debt as one source of investment funds is not discussed here 

because the incidence has been too long (Bogna et al., 2015) . 

The high level of debt and the weakness of the management cause higher 

debt costs. It gets worse when decisions are made investment from sources of debt 

funds is not through the process of consideration and a truly accurate feasibility 

study. In the end the asset results Such investment decisions will not result in 

optimal output (Isaac , 2016). This ratio shows the working capital embedded in 

receivables. The higher the turnover ratio, the more operating costs used to mean 

getting weak. Similarly,the lower the operating ratio, the smaller operating 
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costsinrevenue(Ted,2016).For 7 debt restructuring , the 

averageratioPDAMoperations in East Java are still above 1, after the restructuring 

so that it can down the value of its operational ratio . 

In this study it is easy to suspect that most the source of PDAM's investment 

fund is from debt because it is no longer a secret almost all PDAMs have poor 

financial performance only the ability of investment from internal fund sources is 

very low. With Thus, the role of debt management is very important to get the 

optimal investment return (Faulkender, M. and M. Petersen, 2012). But with weak 

management of debt, both due to internal factors namely: the ability of customer 

acquisition, increase of water sale price, sales volume, receivable billing and 

income as well as factors external factors such as economic growth and 

ability customers in buying water then ultimately lead to a level very low asset 

return. 

More specifically, it can be seen the PDAM's ability in East Java to pay 

interest expense for the last 8 (five)years.PDAM Capability in East Java 

Province less healthy in paying the interest expense this is because the ratio of long-

term debt shows a negative number. This condition seen from the ability to pay 

interest expense from net cash derived from operating activities or the amount of 

net income obtained by the company before taxes and interest. This is an 

indication that the interest expense of PDAM in East Java has become a 

burden operational and affect its investment capability. 

One of the real effects of the size of the debt level is the magnitude of 

interest rates that burden the operation of PDAMs. It is logical if the greater the 

debt, the greater the interest rate (includingprincipal debt) to be paid. But the 

interest expense will become a problem and hamper the performance of PDAM, 

both financial performance or operational, if it turns out to be proportional to the 

total costthe operation is quite large compared to the proportion of costs other 

operations. 
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The direct costs of the PDAM business are also a burden because the 

numbers are very large. PDAM financial performance in East Java prior to debt 

restructuring, especially on the aspect of profitability where the average efficiency 

of production before the restructuring only 64.47% and decreased 

to 62.70%even after restructuring.Another prominent fact is the burden of debt and 

interest for every cubic meter of clean water produced also shows that PDAMs in 

East Java should bear the burden of debt and interest costs per cubic meter is much 

higher.  Because all operational costs should eventually be charged to the 

consumer, the burden of debt and interest per meter This cubic also automatically 

becomes the burden of consumers. 

  

CONCLUSION 

Basedon data analysis result that has been described and 

toPDAM performancein East Java before and after debt restructuring can be 

summarized as follows: 

1. Debt restructuringdid not shows the effect to PDAM performance in East Java.  

2. Average cash ratio still above 0.5. This means more than 50% of PDAM cash 

in East Java financed from debt. 

3. Efficiency of production where the average production efficiency before the 

restructuring is only 64.47% and even decreased to 62.70% after the 

restructuring. 
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