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MOTTO 
 
 
 

And surely what comes after is better for you than that which has gone before. 

(Qur’an 93:4) 
 
 
 

I’m not telling you this is going to be easy, 

I’m telling you it is going to be worth it. 

(Arthur L. Williams, Jr.) 
 
 
 
 

“No matter how many times people try to criticize you, 

the best revenge is to prove them wrong.” 

― Zayn Malik 
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CHAPTER I 

INTRODUCTION 

 
 

1.1 Background 
 

Financial performance is very important to learn in public sector 

organizations including government. Since the implementation of 

performance-based budgeting, local organizations are required to afford a good 

financial performance. Mardiasmo (2009: 21) stated the realization of 

accountability is the main objective of public sector reform. The increasing 

demand for public accountability by public sector organizations such as central, 

regional and governmental institutions are expected to diminish the occurrence 

of waste, inappropriate payment, and detect programs that are not economically 

feasible. 

Performance is one of the important factors in an organization, 

including public sector organizations. The performance measurements are 

needed to assess the accountability and transparency of the organization in 

generating good public services and targeted. Accountability is not only the 

ability of public sector institutions to demonstrate how public money is used, 

but also includes the ability to provide a guarantee of the use of public funding 

sources including the allocation of resources economically, efficiently and 

effectively through the application of good public management. 

According to Mardiasmo (2009: 121), measurement of public sector 

performance is carried out to fulfill three objectives. First, public sector 

performance measurement is intended to help improve government 
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performance. Performance measurement are intended to help the government 

focus on the purpose of the work unit program objectives. In turns it will 

increase the efficiency and effectiveness of public sector organizations in the 

delivery of public services. Second, public sector performance measurement 

are used for resource allocation and decision making. Third, public sector 

performance measurement is intended to achieve public accountability and 

improving institutional communication. 

According to Munawir (2002: 50) Measurement Financial 

Performance of any public authority can be seen from the realization of the 

budget of a government agency which is essentially financial statements are 

the result of the accounting process that can be used as a tool for 

communication between financial data and activities of a public agency with 

the parties concerned on the financial position. Based on the concept of the 

accounting period financial statements is necessary to measure the results of 

the performance of a government agency extent to which an institution can 

achieve its objectives. In general, the aim of government agencies is to improve 

the welfare and fulfillment of rights to parties related to government agencies 

by maximizing the use of the budget. Performance measurement is an 

important component because it will provide feedback on plans that have been 

implemented. This statement is also in harmony with Greiling (2005) which 

reveals it is one of the keys to success in reform in the public sector is by 

measuring performance. Then, Wood (1998) revealed that the function of 

performance measurement can explain (1) evaluation of how the program 

works; (2) means of comparison of the services provided; (3) communication 
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tools with the public. The performance measurement of government agencies 

is a management tool to improve the quality of decision making and 

accountability in order to assess the success or failure of the implementation of 

activities (programs) in accordance with the goals and objectives previously 

set out in order to realize the vision and mission of government agencies 

regarding the activities or programs that have been implemented based on 

benchmarks that have been made or on a regular basis and public services in 

order to improve public accountability. Almost all organizations in both private 

and non-profit/public sectors carry out performance measurement to assess 

whether the organization has been running on the right track, or its performance 

needs to be improved (Bawono et al, 2012). 

In order to determine its performance, an organization can be seen 

from the aspect of non-financial and financial aspects. From the non-financial 

aspects, performance can be known by measuring the level of clarity of the 

division of functions and authority in the structure of the organization, 

measuring the level of quality of its resources, measuring the level of employee 

welfare, measuring the quality of outputs produced, measuring the level of 

public trust in organization and by measuring the level of concern for the social 

environment surrounding organization. However, assessment of performance 

through non-financial aspect is relatively more difficult, because it depends on 

the assessment ratings, where the assessment of a person will be different with 

the results of the judgement of others. The performance assessment mostly uses 

the financial aspect, and in general many assume that the financial situation 

will reflect the overall performance of a government agency. Value formoney 
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is a concept of performance measurement of public sector organizations which 

rely on three main elements, namely: (1) economic, related to the extent to 

which public sector organizations can minimize the use of input resources by 

avoiding wasteful and unproductive expenditures. (2) efficiency, is the 

achievement of maximum output with certain inputs or the use of the lowest 

inputs to achieve certain outputs. (3) the effectiveness, the level of achievement 

of program outcomes with the targets set or simply a comparison of outcomes 

with the output (Mardiasmo, 2009). 

Based on Mardiasmo (2002), the application of the concept of value 

for money is important for the government as a public servant because the 

implementation of the concept will provide benefits to assess the effectiveness 

of public services, the quality of public services, expenditure allocation that is 

more oriented to the public interest, and increase public cost awareness as the 

root implementation of public accountability. For supporting the underlying 

fund management uses the concept of value for money it would require 

financial management system-oriented performance. Previous research by 

Setiawan & Gustia (2016) aims to analysis of performance accountability 

reports (LAKIP) and the performance of Balai Penelitian Ternak Ciawi Bogor 

using the method of performance measurement VFM period of 2010-2014. For 

economic element overall is economical eventhough still have the weaknesses. 

For efficiency 2010,2012, 2013, and 2014 it is said to be efficient by achieving 

100% and 2011 achieving less efficient. For effectiveness 2010-2013 it is said 

to be effective except 2014. Study from Riswandi & Khanafi (2018) showed 

that in terms of economic aspect in BPDASHL year 2014 seems quite 
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economically, for 2015 runs economically, and 2016 runs less economical, due 

to self-blocking budget by the government. From the aspect of efficiency, the 

realization of budget in 2014-2016 runs very efficiently. From the aspect of 

effectiveness in 2014 is quite effective and for the year 2015 and 2016 run 

effectively. While other studies of Pancanugraha (2015) from economics 

aspect, the department of religious affairs has been conducting its programs 

economically, Performance from efficiency element shows that the office has 

been running its programs efficiently. The results from effectiveness element 

show that the office of religious affairs has been running its program pretty 

effective. Another study by Suryantari YS & Ulupui (2016) showed that results 

of the analysis of all programs carried out, namely to the seven programs, it 

can be seen that based on an analysis of economic aspects, all programs have 

been running economically with the existence of budget savings on each 

program. Based on an analysis of the aspects of efficiency, the entire program 

is running efficiently. Based on the analysis of the aspects of effectiveness there 

is one program that is running less effective, namely the development program. 

Law Act No. 23 of 2014 concerning Regional Government mentions 

vertical agencies are ministries and/or non-ministerial government institutions 

that take care of government affairs that are not submitted to autonomous 

regions in certain areas in the context of deconcentration. Kantor Wilayah 

Kementerian Agama Provinsi Bangka Belitung is one of the agencies that have 

a duty vertically assist the implementation of tasks Minister of Religion in 

performing government services in the field of Religion in Bangka Belitung and 

in addition also the national development program in the field of 
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education and public services. This time also the Kantor Wilayah Kementerian 

Agama Provinsi Bangka Belitung prepared for performance evaluation both 

internally and externally to maintain unqualified opinion from BPK. It feels 

interested in researching about the performance especially how financial 

performance in local organization in this case is Kementerian Agama using the 

value for money indicator with the title "The Assessment of Financial 

Performance in Local Organization by Applying the Value for Money 

Indicator (Case Study in Kantor Wilayah Kementerian Agama Provinsi 

Bangka Belitung." 

 
 

1.2 Formulation of the Problem 
 

Based on background above the researcher has an interests to make a 

problem formulation in this study in measuring the financial performance in 

Kantor Wilayah Kementerian Agama Provinsi Bangka Belitung. 

1. Is the assessment of financial performance at this organization using value 

for money concept already economical? 

2. Is the assessment of financial performance at this organization using value 

for money concept already efficient? 

3. Is the assessment of financial performance at this organization using value 

for money concept already effective? 

 
1.3 Research Purpose 

The various objectives expected to be achieved in connection with the 

research: 

1. To know the assessment of financial performance using value for money 
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concept in economic element. 
 

2. To know the assessment of financial performance using value for money 

concept in efficiency element. 

3. To know the assessment of financial performance using value for money 

concept in effectivity element. 

 
 

1.4 Benefits Of Research 
 

The expected benefits can be taken from this study, namely: 
 

a. Theoritical benefits 
 

This research is expected to provide theoretical benefits which can be a 

source of literature that can be used as a contribution thought to the world 

of education. 

 
 

b. Practical benefits 
 

For researcher, within this literature the researcher hopes it can increase an 

insight of financial management in local government as applied from the 

theories and concepts obtained during the lecture. 

For readers know about how the effect and how the financial performance 

ratios using three elements of value for money. 
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1.5 Writing System 
 

The writing systematics in this script is made to be able to presents five 

chapters. The systematic of writing in the script are as follows: 

CHAPTER I INTRODUCTION 
 

This chapter contains a description of the background, the 

formulation of the problem, the purpose of research, the 

benefits of research, and systematic research. 

CHAPTER II LITERATURE REVIEW 
 

This chapter provides an underlying theory of this study, 

explain the definition and benefits for each point, previous 

research, and also explain the research framework. 

CHAPTER III METHODOLOGY 
 

This chapter provides an examination of the scope of the 

study, data collection method, data resource, data analysis 

technique. 

CHAPTER IV RESULT AND DISCUSSION 
 

This chapter provides an examination of description of the 

object of research, data analysis, and interpretations of results. 

CHAPTER V CONCLUSION AND SUGGESTION 
 

This chapter provides an examination of the conclusions 

drawn from the analysis of research, the limitation that exist 

in research, and suggestion made by the author in relation to 

the study. 
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