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Abstract
Keywords: Cooperatives have different characteristics and goals from profit-
Equity, oriented entities (Investor-Owned Firms (IOFs)). Nevertheless,
Liability, obtaining income higher than the costs incurred (surplus) is one
Number of of the efforts that can be made to maintain the sustainability of
members, the business unit and the cooperative organization itself. Based
Total asset on these conditions, this study aims to determine the factors that

affect the remaining income. The type of data used in this study
is secondary data obtained from cooperative stakeholders. The
objective of this study has been answered by using multiple
regression analysis with the common effect model. The
independent variables consist of the number of members, own
capital, and external capital. Furthermore, based on data
analysis, it can be concluded that of the three exogenous
variables, only own capital and external capital has a significant
effect, and both have a positive impact. The findings of this study
strengthen the strategic role of reserve fund allocation and other
efforts to increase own capital to support organizational and
business development. On the other hand, the increase in
external capital needs to be watched carefully. Although it helps
increase the remaining income, this type of capital has financial
burden consequences.
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Introduction

The remaining income is the cooperative income earned in one financial year minus
costs, depreciation, and other obligations included in the relevant financial year (Article
45 paragraph 1 of Law number 25 of 1992 concerning Cooperatives). The provisions
regarding the distribution of the remaining income apply in Indonesia and throughout
the world. Due to the regulation, this condition is one of the cooperative principles that
have been agreed upon among the international cooperative movement through the
International Cooperative Alliance (ICA, 2022). The initiation of profit sharing for members
stems from the practice carried out by cooperatives before the 19th century (Fairbairn,
1994). The Rochdale Society of Equitable Pioneers, which was founded on August 15,
1844, was the first modern cooperative that made the distribution of profits to owners the
foundation of the cooperative (Pencavel, 2020). This principle is established as one of the
natural supports in improving the standard of living of cooperative members (Ridley-Duff
& Bull, 2019; Barreiros et al., 2021).

Saleh et al. (2022) explained that amid increasingly fierce business competition
between cooperatives and non-cooperative entities, this organization also needs to meet
members' needs regarding the distribution of the remaining income. Awoke (2021) uses
profit sharing as one of the economic aspects in estimating the factors that influence
member commitment. The study's results show that the payment for operating results
has a positive effect on strengthening members' commitment.

Considering the relationship of income and costs to the distribution of the remaining
income, with the assumption of the variable is being held constant, there are three ways
for a cooperative to provide greater profit sharing to members, namely: 1) income
increases more than increases in expenditure, 2) income increases, while expenses
remain, and 3) income remains, but expenses fall. On the other hand, an additional effort
can be made by holding a members' meeting to determine the increase in the percentage
of operating profit sharing to members in the surplus obtained by the cooperative.

Kumkit et al. (2022) used the Fixed Effect Model (FEM) to estimate the effect of the
percentage of members attending the annual meeting, the number of administrators, and
the level of education of managers on the cooperative's profit sharing. Two of the three
variables have a significant and negative effect, while one other has a significant and
positive effect. The percentage of member participation in the annual meeting and the
increasing number of management impact the decline in the cooperative's profit sharing.
The reasons behind these two conditions are 1) participation in the annual meeting only
sometimes reflects active participation or constructive contribution, and 2) an increasing
number of people in management will result in higher costs and tend to be less effective
in managing the organization or business. On the other hand, the higher the level of

267


https://doi.org/https:/doi.org/10.24843/SOCA.2022.v16.i03.p04

SOCA: Jurnal Sosial Ekonomi Pertanian https://doi.org/ 10.24843/SOCA.2022.v16.i03.p04

education of the manager, ceteris paribus, it can increase the cooperative's income, which
indirectly encourages an increase in profit sharing.

Kementerian Koperasi dan UKM Republik Indonesia (2022) stated that the number
of cooperatives decreased by 6,075 units or about 4% per year, from 2017 tto 2021. On
the other hand, the number of members consistently continues to grow from time to time,
approximately 2,217,923 people or 10.43% per year. Furthermore, the remaining
operating income in each financial year for the last five years tends to increase, around
564 million rupiahs or 10.35% per year. This condition shows that cooperatives in
Indonesia are more productive and efficient. However, due to the increase in the number
of members exceeding the percentage increase in the remaining operating income, the
profit sharing received for each member tends to be smaller.

In general, the agricultural sector still plays a strategic role in economic
development in Indonesia and at the provincial level (Siregar et al., 2020; Siregar et al.,
2021). On this basis, efforts to overcome the problems faced by one producer and another
are carried out jointly through an organization, and one of them is a cooperative. If viewed
by type, cooperatives in Indonesia can be divided into two: food cooperatives and non-food
cooperatives. Kementerian Koperasi dan UKM Republik Indonesia (2019) describes food
cooperatives as agricultural cooperatives, village wunit cooperatives, plantation
cooperatives, livestock cooperatives, fisheries-fishermen cooperatives, and forestry
cooperatives. Among some cooperatives spread across all provinces in Indonesia, the
largest remaining income from operations was achieved by village unit cooperatives.
Furthermore, in terms of distribution of the number of members in each village unit
cooperative, it is known that the ratio of the number of members to the largest number of
cooperatives is held by Daerah Istimewa Yogyakarta (DIY). BPS Daerah Istimewa
Yogyakarta (2022) explains that this region consists of four regencies and one city. Then,
BPS Kabupaten Sleman (2022) noted that among the second-level administrative regions
in DIY, Sleman Regency is one of the areas with the most significant number of active
village unit cooperatives, 17 units.

In line with the previous literature, Saputra and Triyono (2020) use the variables of
their capital, business volume, and assets to estimate the residual value of operating
results. Village unit cooperatives in the future. The results showed that the volume of
business and assets had a significant but different effect. The greater the volume of
business, ceteris paribus, the remaining operating results tend to increase. On the other
hand, the greater the value of assets, assuming other variables are held constant, the
residual value of operating results tends to decrease.

Putri & Yulhendri (2019) used the number of members and their own capital as
independent variables to determine the effect on the remaining business results of village
unit cooperatives in Padang City, while Kurniawan & Yulhendri (2020) used the number
of members, own capital, and loan capital as exogenous variables for find out the impact
on the remaining business results of unit-village cooperatives in districts/cities in the
province of West Sumatra. Both studies use panel data to better capture the dynamics of
the influence of the independent variable on the dependent variable, compared to data at
a particular time (cross-section data). In Putri & Yulendri's research (2019), the Random
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Effect Model (REM) was selected, with the following estimation results: the number of
members and their own capital, each having a significant and positive effect, with
coefficients of 0.9939 and 0.4915. In other words, increasing the number of members and
their capital will encourage an increase in the remaining operating results. Furthermore,
using REM, the findings from the research of Kurniawan & Yulhendri (2020) are the same
as those of Putri & Yulhendri (2019), where the number of members and their capital has
a significant and positive effect. Meanwhile, the third independent variable (loan capital)
has no significant effect.

Based on data from Kementerian Koperasi dan UKM Republik Indonesia (2019), a
study is needed to determine the remaining determinants of the business results of village
unit cooperatives in Sleman Regency, DIY. This situation considers three things, namely:
this area is one of the areas that have the most active village unit cooperatives, the ratio
between members and village unit cooperatives is relatively high (so that the increase in
remaining business results and distribution of business to members becomes more
strategic), and a study of the factors that affect the remaining business results using
panel data and the latest, as far as researchers search, cannot be found in publications in
accredited national journals or reputable international journals, in the last five years. The
most recent publication regarding the remaining determinants of the results of
cooperative village operations in DIY can be found in Siregar & Jamhari (2013).

This study uses the latest data and time series. It adds information to the existing
literature regarding the determinants of the remaining business results, especially in DIY.
Furthermore, this study aims to determine the effect of the number of members, own
capital, external capital, and total assets on the remaining operating results.

RESEARCH METHODS

This research was conducted in Sleman Regency, with consideration as one of
the areas with the largest number of active village unit cooperatives in DIY. The
number of village unit cooperatives in Sleman Regency is 17 units and spread over 17
sub-districts. Based on this number, all village unit cooperatives hold annual member
meetings and present reports on these meetings for the most recent year's closing,
2021.

Furthermore, this study uses secondary data derived from organizational
documents, village cooperative business units, and information presented by the
Cooperatives, Small and Medium Enterprises Office of Sleman Regency (Dinas
Koperasi, Usaha Kecil dan Menengah Kabupaten Sleman) from 2019 to 2021. The
consideration for choosing the three years is the availability of data, both at the village
unit cooperative level and the regional apparatus level. Seventeen cooperative village
units and regional apparatuses have archives for three years.

The analytical method used to answer the research objectives is a multiple
regression analysis of panel data with respect to the number of village unit
cooperatives, as many as 17 units and research data starting from 2019 to 2022.

Yit = Bo + B1Xiuit + PoXoit + BaXsit + PaXair + €it (1)
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Where : Y= Remaining income of village unit cooperative, Bo = Intercept, i1 - B4 =
Coefficient of the first until fourth independent variable, X; = Number of members, X,
Internal capital, X3 = External capital, X4 = Total asset, e = residual, i = Village unit
cooperative i-th (1, 2, 3, ...... , 17), and t = Year th (2019, 2020, dan 2021).

In connection with the use of panel data, the selection of the model to be used is
first carried out, whether Common Effect (CEM), FEM, or REM. There are three tests,
namely the Chow test (CEM and FEM), the Hausman test (FEM and REM), and the
Lagrange Multiplier (LM) test (Baltagi, 2005). In this study, regression analysis and
selection implementation among the three models used STATA 16. Thus, the flow of the
three tests is as follows:

1. Chow test
e If the Prob>F value is greater than 0.05 (alpha 5%), then CEM is selected, and
proceeds to the LM test.
o If the Prob>F value is less than 0.05 (alpha 5%), then FEM is selected, and proceeds
to the Hausman test.
2. Hausman test
e If the Prob>F value is greater than 0.05 (alpha 5%), then CEM is selected, and
proceeds to the LM test.
e If the Prob>chi2 value is less than 0.05 (alpha 5%), then FEM is selected, and then
the data is analyzed using FEM.
3. LM test
o If the value of Prob > chibar2 is greater than 0.05 (alpha 5%), then REM is selected,
and then the data is analyzed using REM.
e If the value of Prob > chibar2 is less than 0.05 (alpha 5%), then CEM is selected,
and then the data is analyzed using CEM.

Tabel 1. Model Selection to Estimate Factors Impacting Remaining Income of
Village Unit Cooperative

No Test Criteria Result

1 Chow (CEM e Value of Prob > F is greater than 0.05, choose CEM 0.0053
and FEM) e Value of Prob > F is less than 0.05, choose FEM

2 Hausman ¢ Value of Prob>chi2 is greater than 0.05, choose REM 0.8642
(FEM and e Value of Prob>chi?2 is less than 0.05, choose FEM
REM)

3 LM (REM and ¢ Value of Prob > chibar2 is greater than 0.05, choose 0.0104
CEM) REM

e Value of Prob > chibar? is less than 0.05, choose CEM

Source: Secondary Data (proccesed), 2022

CEM was selected based on the Chow test, Hausman test, and LM test. The
common effect model uses the Ordinary Least Square (OLS) method to estimate the
independent variable's effect on the dependent. The data used first goes through the
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classical assumption test to ensure BLUE (Best Linear Unbiased Estimator). The tests
consisted of normality, multicollinearity, autocorrelation, and heteroscedasticity.
Normality was carried out using the Shapiro-Wilk test; meanwhile, the Mulollinearity uses
the Variance Inflation Floor (VIF) value. The presence or absence of autocorrelation was
concluded through a run test. Meanwhile, heteroscedasticity is known using the Breusch-
Pagan test.

Tabel 2. Result of Normality, Multikolinearity, Autocorrelation, and
Heteroscedasticity Test

No Test Criteria Result Decision
1 Normality o If the value of Prob>z is 0.26 Residual is
less than 0.05, then distributed
the residual does not normally

distribute normally
residual berdistribusi
tidak normal (Shapiro-

Wilk test)

2  Multikolinearity o If the VIF score of e VIFX1=1.15 No
independent variable is e VIF X2 = 1.11 multicolinearity
more than 10, then e VIF X3 =1.04
there is a
multicolinearity

3 Autocorrelation o If Prob>|z| is less than 0.67 No
0.05, then there is an autocorrelation
autocorrelation (run
test)

4  Heteroscedasticity e If Prob > chi2 is less 0.27 No
than 0.05, then there heteroscedasticity

is a heteroscedasticity
(Breusch-Pagan test)

Source: Secondary Data (proccesed), 2022

Table 2 shows that to realize an estimator that meets BLUE, only three independent
variables are used from 4 (equation (1). This condition is because the total asset variable
(X4) strongly correlates with the capital variable itself. (X2). Then, in line with efforts to
fulfill the BLUE requirements in the OLS method, a semi-log model was chosen (the
independent variable was transformed by a natural logarithm, while the independent
variable was not) (Gujarati, 2003). Thus, equation (1) was converted into equation (2).

LnYit = Bo + B1Xiit + P2Xoit + PsXait + et @)

Where : LnY = Natural logarithm of village unit cooperative’s remaining income
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RESULT AND DISCCUSION
Number of Members, Internal Capital, External Capital, and Remaining Income

Members play a strategic role in managing cooperatives, including village unit
cooperatives. However, from 2019 to 2022, the number of village unit cooperative
members in Sleman Regency tends to decrease. This portrait is inversely proportional to
the dynamics that occur in cooperatives at the national level. The causes of the decline in
the number of members include: ease of leaving (Kisley, 2015), changing residence, death
and membership is not passed on by family or heirs (Syaiful et al., 2016), and does not
want to continue the provisions of cooperation in between cooperatives and members
(Henrisken et al., 2012). For all of these reasons, all capital provided by members
(mandatory savings and principal savings), will be returned by the cooperative (Nilsson et
al., 2012). Meanwhile, according to Hakelius et al. (2013), another consideration for
leaving a cooperative is to form a new cooperative. Furthermore, in general there are other
reasons, namely being dismissed by the cooperative manager, due to not carrying out
their obligations as members (Sinaga & Kusumantoro, 2015). However, this provision is
rarely practiced in village unit cooperatives in Sleman Regency. Of the total 17 cooperative
units, only 4 units experienced an increase or decrease in the number of members in the
last three years. Meanwhile, the other 14 units remained unchanged. In practice, there
are members who do not carry out their obligations in paying mandatory savings every
month or contribute or actively participate in organizational or business development.
Even so, village unit cooperative managers tend to choose to continue to give advice,
rather than terminate the membership status.

Internal capital consists of several components, including principal savings,
mandatory savings, donated capital, grants, cooperative reserves, capital accumulation
reserves, and the remaining operating results in the current year. From 2019 to 2022, the
amount of own capital of village unit cooperatives is relatively stable, in the range of 12.3
billion rupiah. Among the set of components, the majority are capital reserves. This
condition is in line with the provisions of Law No. 12 concerning Cooperatives, regarding
the priority of allocation of funds from the rest of the business, namely reserves.
According to Tkacz et al. (2015), reserve funds can also come from member contributions.
Thus, the greater the number of members, the greater the funds that can be allocated to
the reserve fund.

Then, in this study, what is meant by external capital is all funds that are in the
cooperative, but it is an obligation. Voluntary savings, even though they come from
members, are recorded as obligations, because the members can withdraw them at any
time, and the cooperative is obliged to return them. Other components of external capital
include debts to banks, debts to members, and accrued expenses. Among all these
components, debt to banks holds the largest contribution.
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Source: Secondary Data (proccesed), 2022
Figure 1. Number of Members (thousand people), Internal Capital (million rupiahs),
External Capital (million rupiahs), and Remaining Income (million rupiahs) of
Village Unit Cooperative, 2019 - 2021

The remaining income of the cooperative's from 2019 to 2020 fell drastically, by
more than 50 percent. This condition is mainly due to the Covid-19 pandemic and the
enactment of social restrictions. The business activities of village unit cooperatives are like
other types of cooperatives, as well as other business entities (Tambunan, 2021;
Sulistiowati & Kanto, 2022), which are increasingly limited and at the same time the
number of transactions from members/customers decreases. Among 17 village unit
cooperatives in Sleman Regency, four of them are recorded to have lower income than
expenditure, so that the remaining income are in a deficit.

Factors Impacting the Remaining Income

The coefficient of determination (adjusted R-squared) of about 0.53 (Table 3)
means that the independent variable used can explain the variation in the value of the
dependent variable by 53%, while other variables outside the model explain 47%.
Furthermore, based on the F test, it can be concluded that all independent variables
simultaneously affect the endogenous variable (Prob(F-statistic < 0.0000). Then, based
on the partial test, only two variables have a significant effect.

X2, or internal capital, has a probability value of 0.000 or less than the 5%
confidence level. That is, internal capital has a significant effect on the remaining
operating results. The coefficient value of 0.01114 means that for every increase in one
unit of own capital, ceteris paribus, the remaining income will increase by
approximately 0.0114. This study's results align with Winarko (2014) and Rohmansyah
& Sudarijati (2017). Based on the findings of this study and previous literature, the
obligation of village unit cooperatives to strengthen their internal capital, especially the
allocation of reserve funds from the remaining income, must be a priority. Then, village
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unit cooperatives can encourage members to always pay mandatory savings as one
component to support the stability of their internal capital. Furthermore, to
complement these efforts, members must be reminded that the greater the contribution
to the cooperative's and business capital, the greater the profit sharing. This suggestion
can also be found in Rantau's (2002) research which concludes that member
participation has a positive effect on the success of cooperatives. Furthermore, through
a series of efforts, both the owners and users of the cooperative, as well as the
organization itself, both benefit.

Table 3. Result of Regression Analysis of Factors Impacting the Remaining Income

of Village Unit Cooperative

Variable Coefficient Standard t-test Probability
error

C (intercept) -2,679,032 4,019,577 -0.67 0.508 ns
X1 -158.7811 649.3688 -0.24 0.808ns
X2 0.0114 0.0018 6.30 0.000***
X3 0.0079 0.0037 2.13 0.038**
R-squared 0.56

Adjusted R-squared 0.53

F-statistic 19.59

Prob(F-statistic) 0.0000

Source: Secondary Data (proccesed), 2022
Notes: ** = p <0.05 and *** =p < 0.01

External capital, or X3 has a significant and positive effect on the remaining
operating results, as shown by the probability value of 0.038 and a coefficient of about
0.007. In other words, the greater the external capital owned by the village unit
cooperative, the higher the residual income will be. The results of this study differ from
those of Aziar et al. (2012). They found that loan capital had a negative effect on the
remaining income and advised cooperative managers to pay attention to increasing
loan capital because it has the consequence of increasing the financial burden. In line
with the proposal, although external capital has a positive effect on the remaining
income in this study, cooperative managers must always apply the principle of caution
in applying external capital. Any additional obligations must be utilized for productive
activities.

CONCLUSION

In general, the number of members of village unit cooperatives has decreased.
However, when viewed in each unit, village unit cooperatives in Sleman Regency are
dominated by stagnant membership (not increasing and not decreasing). Then, amid
the Covid-19 pandemic, the ability of village unit cooperatives to increase their internal
capital decreased, but the acquisition of external capital increased. Reflecting that
village unit cooperatives apply for additional or new loans to maintain business and
organizational continuity. Furthermore, the remaining income fell during the
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pandemic, and several village unit cooperatives recorded a deficit. Finally, only internal
and external capital has a significant and equally positive effect among all exogenous
variables. Thus, the greater the internal capital as well as the external capital, the
greater the remaining income.

RECOMMENDATION

This study has a weakness: not using the age of the board/manager, the
experience of the board/manager, and the level of education of the board/manager in
the estimation of the amount of the remaining operating results. These three
parameters play a strategic role because the board/manager is the executor of the
cooperative's work plan. In addition, other variables can be used for further research,
namely the availability of business units. Cooperatives with only one business unit
and various business units will have different opportunities and challenges, and these
conditions affect the remaining business results that will be generated.
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