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Abstract

The main objective of this study is to explore and evaluate the impact of asset inventory, assessment,
supervision, and control on enhancing the efficiency of fixed asset utilization in the administrative
setup of Palembang city. The research was conducted within the premises of Palembang City
Government with the involvement of a total of 40 individuals. The selection of participants was based
on their relevance to the study objectives and the data obtained from them was analyzed using SEM
PLS Structural Equation Modeling technique. The analysis was carried out through the utilization
of the SmartPLS 4.0 software application. The outcomes of the investigation suggest that effective
management practices related to asset inventory, assessment, supervision, and control can lead to
significant enhancements in the effective utilization of fixed assets within the administrative
framework of Palembang.
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1. INTRODUCTION

Governments have a huge responsibility in managing public resources, including fixed
assets such as buildings, infrastructure and equipment. To achieve the goal of optimal public
services, the government must ensure that these assets are used efficiently and effectively.
Good asset management helps avoid waste and ensures each asset provides maximum
benefits to society. The effective establishment of regional autonomy in Indonesia is
determined by how well local governments are able to handle regional resources (Darmawan
et al., 2023). Effective asset management, rooted in efficient principles, is crucial for
empowering local governments in funding their regional growth. Emphasizing good
governance in the professional management of regional assets is believed to enhance trust in
state financial management among the public (Noviawati, 2016).

In government, transparency and accountability are very important. Poor asset
management can lead to corruption, misuse of assets, and losses to the state. Structured asset
management helps record, report and audit the use of assets in a transparent manner, thereby
increasing government accountability to the public. Siregar (2004) states that asset
management involves multiple steps that can be implemented to enhance owned assets,
including conducting an inventory, performing a legal audit, valuating assets, optimizing
assets, and monitoring and controlling assets. When these five stages of asset management
are executed effectively, it can lead to significant advantages for the government by
improving efficiency, effectiveness, and generating additional value in managing assets in a
systematic, accountable, and transparent manner.
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According to Minister of Home Affairs Regulation No. 19 of 2016, regional assets refer
to all assets owned by a particular region, including both physical and non-physical
resources. These assets, whether movable or immovable, are under the ownership and
control of the Regional Government. Some of these assets may be funded by regional
budgets and expenditure funds. Efficient administration and oversight of regional assets can
help stimulate economic development within the region, resulting in an increase in Regional
Original Revenue (PAD) which can be used as a source of regional funding (Lestari &
Hertati, 2020). If local assets are not managed and utilized properly, the cost of maintaining
these assets will be more expensive than the benefits that can be generated. Therefore, most
of the development budget must be financed by the local government itself. Local
governments must have the ability to control, direct and utilize existing resources effectively
and efficiently, as well as optimize local revenue sources, including optimizing and utilizing
existing assets (Wulandari, 2021).

Fixed assets require regular care and maintenance to keep them in good condition and
usable for a long period of time. Good asset management includes proper maintenance
strategies, which help reduce emergency repair costs and extend asset life. Accurate and
integrated data on fixed assets is essential for effective planning and decision-making. In
order to effectively plan infrastructure development, distribute budget resources, and assess
the disposal of unproductive assets, it is essential for the government to have a clear
understanding of the condition, location, and value of each asset (Hertati et al., 2020).

With good asset management, the government can identify and eliminate unused or
duplicative assets, thus saving costs (Rachmad et al., 2024). In addition, good maintenance
planning can also reduce unexpected repair costs and improve budget efficiency (Hertati et
al., 2019). Well-managed fixed assets support the provision of quality public services.
Improving the condition of health and education facilities can enhance the standard of
services offered to the public, ultimately leading to an overall enhancement in well-being
(Susanti et al., 2023). Governments must comply with various regulations and standards in
asset management. Asset management helps ensure that all fixed assets are managed in
accordance with applicable regulations, avoid sanctions or penalties, and maintain the
government's reputation (Hertati & Syafarudin, 2018).

Palembang City Government may have assets in the form of office buildings, health
facilities, schools, and other infrastructure. By implementing good asset management, the
government can conduct accurate inventories, determine routine maintenance schedules,
optimize the use of space, and plan the development of new assets based on the needs of the
community. Asset management is an essential element in effective government
management. Against this backdrop, improving the management of fixed assets can lead to
increased operational efficiency and effectiveness, as well as benefiting the quality of public
services and the general well-being of the community (Hertati, Widiyanti, et al., 2020).
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Figure 1. Fixed Assets of Palembang City 2017-2022

From Figure 1, for three consecutive years from 2020 to 2022 the number of assets has
always increased, but in 2019 the number of fixed assets has decreased. This is due to the
problem of optimizing asset utilization faced by the Palembang City Government, namely
there are still fixed assets whose whereabouts are unknown, there are unapproved land assets
continue to be classified as fixed assets, fixed assets in the form of motorized vehicles that
have not been supported by proof of ownership, and there are even assets that are still
controlled by third parties.

Based on the background that has been presented, there are several problem
formulations that can be proposed as follows:

a.  What impact does inventory management have on the efficiency of maintaining fixed
assets?

b. How does the assessment affect the level of optimization of fixed assets?

c. How does supervision and control of assets affect the level of optimization of fixed
assets?

2. LITERATURE REVIEW

2.1. Asset Inventory

Asset inventory is conducted in order to gather data and details pertaining to all assets
within the organization, with the objective of creating a comprehensive and precise asset
record (Sangadji, 2018). The process of inventory involves assessing, controlling,
overseeing, arranging, recording information, and detailing the usage of goods. Inventory
refers to any goods under the authority of the local government that are utilized for more
than a year and are documented in the Inventory book. Inventory is the task of assessing,
controlling, overseeing, regulating, recording information, and reporting on local property
within the unit of operation (Permendagri No.19 of 2016 Acrticle 1).

2.2. Asset Valuation

Valuation involves the assessment of controlled assets to determine their value, typically
carried out by an impartial appraisal consultant. The outcome of the valuation can provide
insights into the worth of assets and guidance on pricing strategies for selling them. (Jusmin,
2018). Assessing the value of local properties is done as part of creating the regional
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government's financial statement, as well as managing and selling off local properties. The
evaluation of regional properties is conducted within the framework of compiling the
regional government's financial report, as well as the management and disposal of regional
assets (Permendagri No.19 of 2016 Article 325).

2.3. Assets Supervision and Control

Control is the act of overseeing and guiding work to ensure it aligns with the planned
course of action. Supervision involves examining and evaluating the reality of task execution
to determine if it complies with legal requirements. According to Juanda (2011), implem-
enting asset supervision and control can be seen from the aspects of problem assets and
aspects of non-performing assets.

2.4. Optimization of Fixed Asset Utilization

Asset optimization is a method within asset management that focuses on maximizing
the potential of various assets in terms of their physical attributes, geographical placement,
financial worth, quantity, legality, and economic benefits (Antoh, 2017). According to
Jusmin (2018), at the asset optimization stage, local government-owned assets are
categorized into those with potential and those without potential. It is crucial to investigate
the reasons why assets that cannot be optimized are performing poorly, whether it is due to
legal issues, physical constraints, low economic value, or other factors. Control involves
making sure that work is being conducted according to the established plan, while
supervision involves evaluating whether tasks and activities are being carried out in
compliance with laws and regulations (Permendagri No. 19/2016 Article 481 and Article
482).

3. RESEARCH METHODS

The methodology utilized in this study involves a quantitative strategy that analyzes
firsthand data gathered from participants' responses to questions in questionnaires distributed
directly. The information is subsequently examined through the SEM software in order to
collect data and findings that can address the current issues at hand. The study took place in
five different Regional Apparatus Organizations (OPDs) in Palembang City, including the
Regional Financial and Asset Management Agency, Health Office, Education Office,
Fisheries Office, and Library and Archives Service. The research was conducted from May
to June 2024.

3.1. Population and Sample

The study was conducted in Palembang City. A purposive sampling method was
utilized, specifically targeting individuals who possess the necessary information,
comprehension, and ability to align with the research goals (Jusmin, 2018).

3.2. Research Variables
This research variable consists of four variables consisting of one dependent variable
and three independent variables. The four variables can be grouped as follows:
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a. The dependent variable (bound) is Optimization of Fixed Asset Utilization ()
b. Independent variables are asset inventory (X1), asset valuation (X2), and asset
supervision and control (X3).

3.3. Asset Inventory

Asset inventory in the Palembang City government sector is included in the effective
category. Asset inventory involves two key components: physical inventory and legal
inventory, also known as juridical inventory (Siregar, 2004). Legal issues owned, time limit
of ownership. The work involves collecting, categorizing, organizing, and managing data to
align with the goals of asset management. Asset inventory is done to gather information on
all assets under the ownership and control of a company, organization, or government entity.
Inventory involves calculating, organizing, managing, documenting, and reporting on
regional assets in the designated unit of measurement (Permendagri No.19 of 2016 Article
1).

3.4. Asset Valuation

According to Siregar (2004), the assessment of assets owned is considered a crucial
process. This evaluation is typically conducted by a certified asset appraisal consultant who
is independent and knowledgeable in the field of goods valuation, following the appropriate
laws and regulations. The outcomes of this assessment can be beneficial in determining the
wealth value, serving as valuable information in price-setting for assets that are to be sold.
(Jusmin, 2018). Local authorities use regional asset evaluation when creating balance sheets
for the local government, as well as for the management and sale of regional assets.

Local asset valuation is carried out using one or a combination of approaches, namely
market data comparison, cost calculation, and income capitalization. Market data com-
parison is based on price estimates resulting from valuations of similar items. Cost
calculation is based on the estimated replacement cost or cost during reproduction of the
item at the time of valuation minus depreciation costs. Income capitalization is based on
regional assets or goods that have income-generating characteristics. The assessment of local
property is conducted while creating the local government's financial statement, as well as
when using and transferring regional assets (Permendagri No.19 of 2016 Article 325).

3.5. Supervision and Control of Assets

Control refers to the actions taken to guarantee that work is executed according to the
established plan, while supervision involves evaluating the implementation of tasks to ensure
compliance with laws and regulations. In the implementation of asset supervision and
control, this can be seen from the aspects of problem assets and aspects of non-performing
assets (Juanda, 2011). Control involves making an attempt or taking action to guarantee that
the work being done aligns with the planned course of action. On the other hand, supervision
entails making an effort or taking action to identify and evaluate the true state of affairs
concerning the execution of tasks and/or activities to ensure compliance with relevant laws
and regulations (Permendagri No. 19/2016 Article 481 and Avrticle 482).
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3.6. Optimization of Fixed Asset Utilization

Asset optimization is a procedure within asset management that focuses on maximizing
the physical capabilities, location, worth, amount, and legal and financial potential of the
asset (Antoh, 2017). Optimization involves two main components: increasing revenue and
reducing costs. The purpose of asset optimization is to classify assets that have potential and
those that do not. Optimization is one of the efforts that every business unit wants to achieve
(Purnamasari & Hartati, 2023). Producing at full capacity does not ensure the highest level
of profit, as producing at the ideal level is more effective than maximum production since
optimization ensures the highest level of profit.

4. RESULTS AND DISCUSSION

4.1. Research Results
4.1.1. Outer Model Test (Measurement Model)

Prior to conducting measurements, it is crucial to evaluate the accuracy and
dependability of the data by assessing the validity and reliability of the variables. Validation
and reliability of the model are evaluated through external model testing. The findings of the
validity and reliability tests are outlined below:

a. Convergent Validity

The correlation between latent variables and indicators demonstrates convergent

validity.

Table 1. Outer Loading Factor Result

Matrix X1 X2 X3 Y

X11 0.916

X12 0.867

X13 0.903

X14 0.899

X15 0.912

X16 0.896

X17 0.829

X18 0.900

X19 0.922

X21 0.824

X22 0.789

X23 0.735

X24 0.744

X25 0.802

X26 0.817

X31 0.845
X32 0.805
X33 0.882
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Matrix X1 X2 X3 Y
X34 0.902
X35 0.919
X36 0.905
X37 0.916
X38 0.871
Y11 0.819
Y110 0.833
Y111 0.852
Y112 0.836
Y12 0.867
Y13 0.834
Y14 0.823
Y15 0.813
Y16 0.824
Y17 0.838
Y18 0.819
Y19 0.812

Source: Data Processing Results, 2024

According to the findings from the convergent validity test presented in table 1, it can
be inferred that all indicators exhibit a loading factor above 0.5. These findings suggest that
all indicators demonstrate strong convergent validity, signifying their effectiveness in
measuring each latent variable.

b. Discriminant Validity Test

Based on Table 2, the square root of the average variance extracted for every category
surpasses the correlation value with other categories in the model, signifying strong
discriminant validity (Ghozali & Latan, 2015).

Tabel 2. Average Variance Extracted (AVE)

AVE Akar AVE
Asset Inventory 0.799 0,839210939
Asset Valuation 0.618 0,810257367
Asset Supervision and Control 0.777 0,793155722
Sfltl'lrz';'tzlﬁtr:on of Fixed Asset 0.691 0,719772881

Source: Data Processing Results, 2024

According to the data presented in Table 2, it is evident that the discriminant validity
findings indicate that the square root of the Average Variance Extracted (AVE) for each
variable exceeds the correlation value with other variables in the model. The discriminant
validity assessment reveals that the AVE root value for the Asset Valuation variable is
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0.81025, surpassing the correlation with other variables. Similarly, the AVE root value for
the Asset Supervision and Control variable is 0.79315, exceeding the correlation with other
variables in the model. Additionally, the AVE root value for the Fixed Asset Utilization
Optimization variable is 0.71977, also surpassing the correlation with other variables in the
model.

c. Composite Reliability

Groups of indicators that assess a certain variable are considered to have strong
composite reliability when their composite reliability value exceeds 0.7, although this
measure is not set in stone. The findings for composite reliability can be found in Table 3
below:

Table 3. Reliability Value of Each Research Variable

, .. | Average Variance
Matrix CrXTbr? ch Rho A gompf?s.'te E)?tracted

pha eliability (AVE)
Asset Inventory 0.968 0.969 0.973 0.799
Asset Valuation 0.876 0.881 0.906 0.618
Supervision and Control 0.959 0.960 0.965 0.777
Optimization of Fixed Asset 0959 | 0959 | 0.964 0.601
Utilization

Source: Data Processing Results, 2024

The data displayed in the chart demonstrates that the composite reliability values for
each latent variable fall between 0.906 and 0.973, signifying that the combined reliability
value exceeds 0.7. These findings suggest that all latent variables exhibit strong composite
reliability.

d. Inner Model Test (Structural Model)

The primary goal of the inner model is to analyze the connection among underlying
concepts. Evaluation of the structural model (inner model) involves conducting tests to
determine its validity:

Table 4. R-square Testing

R Square R Square Adjusted
Optimization of Fixed Asset Utilization 0.940 0.935

Asset Inventory
Asset Valuation

Asset Supervision and Control
Source: Data Processing Results, 2024

The value of Adjusted R Square is utilized for evaluating the impact of specific hidden
variables on another hidden variable. The degree of impact of the independent variable on
the dependent variable is measured at 0.94, equivalent to 94%.
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4.1.2. Hypothesis Testing Results
The findings from the hypothesis testing can be viewed in both Figure 2 and Table 5.

o iE

Flgure 2. Flnal Path Dlagram
Source: Data Processing Results, 2024

Table 5. Path Coefficient Results of Path Model

Standard T Statistics
Original Sample Mean | Deviation | (|O/STERR|) | p values
Sample (O) (M) (STDEV)
X1->Y 0.559 0.557 0.088 6.320 0.000
X2->Y 0.335 0.331 0.088 3.818 0.000
X3->Y 0.163 0.179 0.070 2.324 0.010

Source: Data Processing Results, 2024

The analysis presented in Table 5 suggests that the several hypothesis has been
confirmed:

a. Examining the connection between variables indicates that asset inventory has a positive
impact on optimizing the utilization of fixed assets, with a statistically significant value
of 6.320 > 1.96 at a = 0.05 and a p value of 0.000 < 0.05. The initial sample also had a
value of 0.559, leading to the acceptance of the first hypothesis.

b. The analysis of the relationship between variables reveals that asset valuation has a
positive effect on enhancing the efficiency of fixed asset utilization, with a statistically
significant value of 3.818 > 1.96 at a. = 0.05 and a p value of 0.000 < 0.05. The original
sample had a value of 0.335, resulting in the acceptance of the second hypothesis.

c. Upon testing the relationship between variables, it was found that Supervision and
Control of Assets have a beneficial impact on optimizing the use of fixed assets, with a
statistical value of 2.324 > 1.96 at a = 0.05 and a p value of 0.010 < 0.05. The original
sample recorded a value of 0.163, leading to the acceptance of the third hypothesis.
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4.2. Discussion
4.2.1. Assets Inventory Positively Affects Optimization of Fixed Asset Utilization

The initial assumption in this research has been approved. This is attributed to the
systematic handling of local assets by the management, particularly the adoption of
inventory control based on the Minister of Home Affairs Decree No. 152 of 2004 on
Guidelines for the Management of Regional Assets. These guidelines are broken down into
two main tasks: recording and reporting. A good asset inventory will have an impact on
reducing the loss of assets or goods due to negligence or intentionality due to weak technical
recording and supervision of every asset owned by the government, especially in the 5
operational offices of the Palembang City government. Improvements in asset inventory
directly impact the efficiency of fixed asset utilization. This correlation is supported by a
study conducted by Mety in 2020, which found a strong positive relationship between asset
inventory and optimal fixed asset usage (Baitanu & Wiagustini, 2020).

4.2.2. Assets Valuation Positively Affects Optimization of Fixed Asset Utilization

The study confirms the validity of the second hypothesis, which involves evaluating
assets through a certified consultant to determine their value based on relevant laws and
regulations. This assessment is crucial for determining the price of assets during sales
transactions (Jusmin, 2018). Regional asset valuations play a crucial role for local
governments when it comes to updating their financial records and making informed
decisions on how to best utilize their fixed assets, particularly those that are undervalued.
This is in line with research from Ardiani (2020) the asset valuation findings indicate that
they play a crucial role in enhancing the efficiency of fixed asset utilization.

4.2.3. Assets Supervision and Control Positively Affects Optimization of Fixed Asset
Utilization

The third hypothesis in this study is accepted. Based on the Regulation of the Minister
of Home Affairs (Permendagri) No. 17 of 2007, the supervision and regulation of regional
property assets are conducted to guarantee the efficient and effective administration of
regional properties. Therefore, the functions of guidance, supervision, and control of assets
are very important to ensure orderly administration in regional property management. These
findings align with research by Ardiani (2020), indicating that effective management and
monitoring of assets can lead to improved utilization of fixed assets. Effective asset
management includes timely maintenance and maintenance strategies. Thus, the service life
of assets can be extended and repair costs can be minimized, which ultimately increases the
economic value of these assets.

5. CONCLUSION

After reviewing the test findings and conversation laid out in the preceding section, it is
apparent that proficient asset management has the potential to enhance the efficiency and
effectiveness in utilizing fixed assets. With structured management, the government can
ensure that each asset is used in accordance with its purpose and function, reduce waste, and
increase productivity. good asset management increases transparency and accountability in
fixed asset management. This includes accurate record keeping, transparent reporting, and
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regular audits, all of which help in preventing misuse of assets. The data and information
obtained from asset management allows the government to make better decisions regarding
the use, development, and disposal of fixed assets. These decisions are based on an analysis
of the needs and condition of the assets, thus supporting more strategic planning.
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