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ABSTRACT
This study will assess whether the strategic decision policy of having public service agency in a government institution will result in a good value by
observing government financial performance using economic value added (EVA) (applying Financial Accounting Standard and Financial Government
Standard). Research contributions: (1) will be used to evaluate policies that are already running, if EVA shows a positive number, it is necessary to
consider strategic decision of Public Service Agency discontinue in a government institution, for Public Service Agency will offer more value if it
is properly managed; (2) getting the EVA value which is calculated using the basis financial statements that are guided by two reporting standards,
Financial Accounting Standard and Government Accounting Standard. Secondary data will be used in this research. Specifically, data of 2014 and 2015
in which during those years, Aerospace Technology Utilization Center LAPAN still served as a Public Service Agency. Data analysis method used is
quantitative descriptive method. The results of the study show that both using financial data based on Financial Accounting Standards and Government
Accounting Standards, Aerospace Technology Utilization Center LAPAN as a working unit of Public Service Agency, has a good performance as
indicated by positive EVA results in 2014 and 2015. This can be used as a consideration for LAPAN in evaluating its policies.
Keywords: Government, Public Service Agency, Economic Value Added, SAK, SAP
JEL Classifications: G32, G38, G28

1. INTRODUCTION
Aerospace Technology Utilization Center is one of working units
in LAPAN which considered as Public Service Agency. Public
Service Agency should offer a professional service by prioritizing
product quality and service, as well as efficiency and effectivity
of resource use. As stated in the Minister of Finance Regulation
No. 109/PMK. 05/2007 concerning supervisory boar of public
service agency, written that the public service agency, hereinafter
abbreviated as public service agency, is an agency within the
central and regional governments established to provide services
to the public in the form of of goods and/or services provision

without prioritizing seeking profit and in carrying out its activities
based on the principles of efficiency and productivity (Amit &
Zott, 2001).
Aerospace technology utilization center has the flexibility to
manage programs and activities that support the optimization of
services in the aviation and space sectors and implement them
while maintaining the principles of accountability. In achieving this
goal, Aerospace Technology Utilization Center has set a strategic
objectives on its Performance Determination, which reads:
“Realizing excellent services in the use of aerospace technology for
the community.” Currently, aerospace technology utilization center
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is no longer a public service agency, but an integrated working
unit that only manages funds from national budget and no longer
it manages its own value. In this case, the author wants to find
out if during Aerospace Technology Utilization Center operates
as Public Service Agency it shows a good performance that in
accordance with PMK No. 109/PMK. 05/2007 above.
Performance measurement is one of the important factors for
the organization. These measurements can be used to assess the
success of the organization concerned. The success of a public
sector organization cannot be measured solely from a financial
perspective. The surplus or deficit in the financial statements can
not be a benchmark of success. Because of its nature that does
not seek profit, the success of a public sector organization should
also be measured by its performance. Believe that performance
measurement is a process of assessing work progress on
predetermined goals and objectives, including information on
efficiency, use of resources in producing goods and services,
quality of goods and services, comparison of activities result with
targets, and actions effectiveness in achieving goals (Bridson
et al., 2013).
Performance can be known only if the individual or group of
individuals has predetermined success criteria. These criteria are in
the form of specific goals or targets to be achieved. Without a goal
or target, performance of an individual or organization may not be
known, having no benchmarks (Roghé et al., 2012). Organization
performance on the assessment of Corporate Governance effect
can be measured using economic value added (EVA).
EVA measures the value added generated by the organization
as a result of activity or management strategy that makes
performance assessment using EVA more accurate. EVA in a
government institution as an organizational unit of ministries/
departments, non-departmental government institution, and
other government institutions is used as a manifestation of good
corporate governance (GCG). Assessment of the performance of
Government Institutions as a manifestation of the GCG needs to
be measured to determine whether it can generate added value with
good performance. In this case, it needs to be assessed whether
a Government organization in performing its activities capable
of producing added value, so that the output is indeed a positive
contribution to the State (Nurainy et al., 2013).
This study will assess whether the strategic decision policy of
having public service agency in a government institution will result
in a good value by observing government financial performance
using EVA (applying Financial Accounting Standard and Financial
Government Standard) (Sharma & Kumar, 2010).

2. LITERATURE REVIEW
2.1. Financial Performance

Financial performance is a reflection of success or failure that
occurs in operational performance. Financial performance shows
the actual conditions or company’s strengths and weaknesses. To
evaluate financial condition and performance of a company, regular
financial health checks must be carried out (Morgan, 2012).
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Several objectives of performance measurements according to
(Huian, 2012) are creating public accountability, knowing the level
of achievement of organizational goals, improving the performance
of subsequent periods. Whereas, according to (Grewal et al., 2016)
performance assessment is a periodic determination of the
operational effectiveness of an organization, part of the organization
and its employees based on the targets, standards and criteria that
have been previously determined. Financial performance standard
shows whether strategy, strategic objectives, initiatives and its
implementation are able to contribute in generating profits for the
company (Thakur & Workman, 2016). According to (Seyedboveir
et al., 2017) Current performance measurement is a combination
of financial and non-financial information that will also create
financial performance (for example, increased profit and stock
prices) and non-financial performance (for example customer
satisfaction). Manager has a great role in company performance
assessment in relation to his ability to develop the company.
Performance assessment can be used to suppress desired behaviors
through feedback on the results of performance in time appreciation
that are intrinsic and extrinsic (Kuusk et al., 2014).
Financial performance is also needed to enable organizations to
generate services that satisfy customers and develop a productive
and committed personnel. To motivate personnel in generating
financial performance, organizations need to design a reward
system that is able to motivate them in generating financial
performance (Ebaid, 2009).

2.2. EVA

The idea of EVA has been around since the 1920s. Alfred Stern
implemented a system like EVA (reducing the capital costs of the
profits earned) for the general motors operating division. Japanese
company Matsushita created a similar system in the 1950s. At
that time, people named it as residual income or economic profit
(Sharma & Kumar, 2010).
EVA is a management concept that has been popular in United
States business circles since 1983. EVA is a standard for
operational performance that was first initiated by George Bernet
Stewart and Joel M. Stern, one of the managing partners from
a leading management consulting company, Sten Stewart and
Company based in New York, in his book entitled “The Quest for
Value” in 1980 (Hanushek & Rivkin, 2010).
According to Nurainy et al. (2013), EVA is an operational profit after
tax is reduced by capital costs that are used to assess the company’s
performance by paying fair attention to the expectations of the
shareholders. (Aulia, 2016), “EVA is the net cost of operating after
tax (NOPAT) minus the capital cost after taxes needed to support
operations.” (Nurainy et al., 2013) states “EVA is the residual
income (residual income) after all capital providers are compensated
according to the rate of return needed or after all the capital costs used
to generate these profits.” (Shil, 1997) state that “EVA is a value added
by management to shareholders for a certain year. EVA reflects the
remaining residual profit after the costs of all capital including equity
capital deducted.” The concept of EVA is not only used in a assessment
of an investment, but also plays a role in the goal setting, capital
budgeting, performance assessment, and incentive compensation.
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According to Mutmainah (2015) with EVA calculation, it is
expected to get the results of a more realistic calculation of the
company’s economic value. Therefore, EVA is calculated based on
cost of capital which uses market value based on creditors interests,
especially shareholders, and not based on historical book value.
EVA calculation is also expected to support financial statements
presentation, so that it will make it easier for its users.

3. METHODOLOGY
The type of research in this study is associative research. It is a
research aiming to find out the connection between two or more
variables (Sekaran, 2014). Data collection in this research is using
documentation method and also the use of secondary data. Other
than secondary data, data collection using documentation method
as well as descriptive-quantitative method as analysis method are
used to calculate EVA.
Suryana et al. (2013) argue that, descriptive method is a method
that describes what currently prevails in which there is an attempt
to describe, record, analyze and interpret the current conditions.
Quantitative method is a research using numbers which are added
as a data then being analyzed and intended to explain a phenomena
by using numeric data (Ueno & Sekaran, 1992).
There are several basic elements that become a major factor in the
analysis of EVA calculations that need to be understood before
EVA calculation. These elements are as follows:

3.1. NOPAT (Net Operating After Tax)

NOPAT is one of important elements in EVA calculation. NOPAT
itself is a nett profit plus after-tax interest. So, NOPAT can be
considered as operation profit after tax which described value
production results in a company. According to Zango et al. (2015)
although operating profit after tax rises, it is not necessarily raising
the value of EVA. This is because the increase in operating profit
can result in increase of company’s business risk while EVA still
depends on the capital structure which then will determine the
level of financial risk and capital costs.

3.2. Weighted Average Cost of Capital

Weighted average cost of capital (WACC) is one of other important
components in EVA. WACC is used as a standard to define the level
of capital costs where it illustrates the rate of return on investment
expected by investors (Seyedboveir et al., 2017).

3.3. Invested Capital

Invested capital is total liabilities to equity minus short-term loans.
It is the total number of company’s loan out short-term loans
without non-interest bearing liabilities, such as accounts payable,
accrued expenses, tax liabilities, customer advances, and so on
(Guo et al., 2016).

4. RESULTS AND DISCUSSION
In this case, EVA is being calculated based on financial statements
in line with Financial Accounting Standard and Government

Table 1: EVA (SAK and SAP)
SAK
2014
581.340

SAP
2015
18.908.780.763

2014
0

2015
15.851.608.244

Source: Data processed

Accoutning Standard. Financial performance which later be
analysed based on EVA measurement with data source from
financial statement audited by BPK and KAP.
Comparison of calculation results using financial data based on
Financial Accounting Standar and Governmental Accounting
Standard of 2014 and 2015 are as follows Table 1:
In 2014, there is no operational report for financial data that is in
accordance with SAP, so EVA cannot be calculated. Meanwhile, in
2014, even though EVA has just begun to operate using data based
on SAK, it’s already generated EVA worth 581.340. Although in
2014 there was no reporting on operational statements based on
SAP financial data, it does not generate EVA, but the company
was still operating at a profitable level when compared to the cost
of capital, it also happens in 2015.
In 2015, both fiancial data using SAK and SAP generated a positive
value of EVA with significant increase. By using SAK in 2015,
Aerospace Technology Utilization Center generated EVA of
18.908.780.763. Meanwhile, by using SAP, about 15.851.608.244
of EVA is generated in 2015.
By looking at EVA calculation results of 2014 and 2015, both
using SAK and SAP, it generates positive EVA with high EVA
value. Calculation outcome of EVA on Aerospace Technology
Utilization Center LAPAN working unit shows a positive criteria
or EVA >0 which means there is an increasing value of GCG in
Aerospace Technology Utilization Center LAPAN.
This shows that aerospace technology utilization center
performance during those years is good. A good performance
for institutions shows that it has GCG, so it gives positive value
or contribution for the contry. Aerospace Technology Utilization
Center LAPAN working unit has a good working quality or
performance during 2014-2015.
The results of the study show that both using financial data based
on financial accounting standards and government accounting
standards, aerospace technology utilization center LAPAN as a
working unit of Public Service Agency, has a good performance
as indicated by positive EVA results in 2014 and 2015. This can
be used as a consideration for LAPAN in evaluating its policies
(Brandl et al., 2014; Mutmainah, 2015; Nurainy et al., 2013;
Sharma & Kumar, 2010; Shil, 1997).

5. CONCLUSION
Based on the calculation mentioned earlier, both using financial
data in accordance with Financial Accounting Standard and
Governmental Accounting Standard, shows that Aerospace
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Technology Utilization Center LAPAN as Public Service Agency
working unit has a great performance indicated by a positive value
of EVA in 2014 and 2015. This can be counted as consideration
for LAPAN in evaluating its policies. However, a decision related
to evaluation of policies will be better by conducting advanced
research which is calculating EVA value when Aerospace
Technology Utilization Center LAPAN becomes Public Service
Agency and after it is no longer part of Public Service Agency,
so it can be clear which differences are better in organization
management.
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