RESEARCH ARTICLE
published: September 27, 2021
doi: 10.21070/jbmp.v7vi2.1540

OPEN ACCESS
ISSN 2528-4649 (online)
ISSN 2338-4409 (print)

Reviewed by:
Zarah Puspitaningtyas, Irwan Moridu

*Correspondence:

Vera Firdaus

verafirdaus06@gmail.com

Received: June 8, 2021

Accepted: August 24, 2021
Published: September 27, 2021
JBMP: Jurnal Bisnis, Manajemen dan
Perbankan.

Vol: 7/ No. 2

doi: 10.21070/jbmp.v7vi2.1540

Check for
updates

Performance of Permanent Employees and Contract
Employees in The Furniture Industry

Vera Firdaus

Faculty of Economics and Business, University of Muhammadiyah Sidoarjo,
Indonesia

*Corresponding author. Email: verafirdausO6@gmail.com

The furniture industry is a sector whose development is very competitive but tends to
fluctuate in demand. High labor absorption in the furniture industry demands
efficiency efforts so that labor does not become a production burden, so the company
applies a contract system to employees. The purpose of this study is to analyze
whether there is a significant difference between the performance of permanent
employees and contract employees. The research was conducted in 2 companies in
East Java. The sampling technique used cluster random sampling, so that 50
permanent employees and 50 contract employees were obtained as research samples.
Data collection techniques through questionnaires, preliminary studies, interviews,
observations and studies of scientific publications. The research design is quantitative
with a two-sample comparative approach. Analysis using Independent Samples T Test
with SPSS version 23 program. The results of the study prove that there area
significant difference between the performance of permanent employees and contract
employees of 1,820. Contract employees on average have better performance (mean
24.56) than permanent employees (mean 22.74).
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INTRODUCTION

The wood processing industry in Indonesia is
experiencing rapid development, marked by the
development of raw materials and products produced for
both the domestic market share and export demand (Firdaus
& Handriyono, 2018). Modernization, changes and
challenges that occur in the wood processing industry
indicate that this sector has a competitive advantage. The
manufacturing industry that has a competitive advantage will
create value added creation and become a driver of the
national economy (Desfiando, 2014), because of the large
absorption of labor and the value of capital capitalization
invested by entrepreneurs (Behun, et.al., 2018).

The wood industry has a big role in economic growth
(Wirakusumah, 2014). The development of the wood
industry, especially furniture, is marked by an increase in the
number of industries, an increase in industrial land, the
resulting outcomes and an increase in the number of workers
working in this sector (Romy, et.al, 2015). The provision of
employment in the furniture industry will have implications
for economic growth because it reduces poverty (Kupéak &
mida, 2015; Wirakusumah, 2014; Farole & Winkler, 2012).

According to Farole & Deborah (2012), the furniture and
wood industry is one of the sub-sectors that plays an
important role in Indonesia's economic growth, in addition
to the apparel and automotive components industry.
However, the contribution of the furniture industry with
wood raw materials tends to fluctuate. Data from the Central
Statistics Agency shows that in East Java the furniture
industry grew by 10 percent, namely 19.08 percent. The
growth contraction is shown in table 1 below:

[Table 1 about here.]

Table 1 shows that the wood industry tends to experience
an increase in export value by 0.56 percent from 2017 (by
0.13 percent) to 0.75 percent in 2018. However, in 2019 it
decreased by 0.8 percent.

The high competition in the furniture industry, the
fluctuating value of demand for furniture products and the
importance of adaptability to change have caused companies
to set strategies to survive, be productive and innovative. The
high-scale processed wood industry in production will tend
to be efficient in factors related to the production process, so
that the company can survive and develop rapidly (Sanjaya
& Budhi, 2017; Adzana, et.al, 2020). Management performs
these efficiencies mainly related to raw material costs and
labor costs (Arni, 2018).

Companies must integrate manufacturing operating
systems with innovations and technologies that can drive
increased productivity, reduce labor costs, material costs and
processing time (Dalenogare, et.al, 2018; Facevicova &
Kynclova, 2020). Therefore the company must make efforts
so that productivity is high but the resources owned are not
excessive for the company, it can actually become a cost

burden. Especially in the furniture industry, which uses a lot
of labor, it is necessary to take into account the performance
of the production department (Farole & Winkler, 2012).
Operationalization that occurs in the furniture industry
results in operational performance that is influenced by the
performance and productivity of employees who are
interrelated between divisions (Castro, Figueiredo, Guizzo,
& Passos, 2019). So that employee competencies and skills
play an important role for the productivity of other units or
divisions (Fong & Mahfar, 2013)

LITERATURE REVIEW

Companies that tend to fluctuate will apply cost
efficiency in the production process, one way of efficiency
is implementing a contract system. With a contract work
system the company will be efficient in time, effort and funds
(Hasro, 2020). Preliminary study through interviews with
company management, employees actually prefer to work as
contract workers because their wages are calculated based on
performance. It is also possible for contract employees to be
applied to jobs with certain characteristics or carried out to
see the dedication and performance of employees before
being appointed as permanent employees (Arif, 2012). The
company's policy on temporary or contract employees is
intended to reduce production costs in two ways: (1) cost
balancing by externalizing activities through subcontracting
services (2) limiting labor (Ferreira & Santos, 2013).

Permanent Employee & Contract Employee

The phenomenon is related to the use of contract
employees in companies due to certain jobs that require
certain types of skills and are contract (Anggraeni,
Herlambang, & Diansari, 2020). There are also companies
that implement an employee management strategy by hiring
contract employees (contracts, wholesale) as an effort to
flexibility due to fluctuating labor needs (Haden, Caruth, &
Oyler, 2011).

Several opinions regarding the definition of permanent
employees and contract employees indicate differences in
the duration of work and the mechanism of rewards.
Permanent employees can be defined as workers who receive
financial rewards from their performance in a certain amount
on a regular basis (Anggraeni, Herlambang, & Diansari,
2020). Contract employees are workers who are paid for an
unlimited duration with the nature of sub-contract work or
incidental work (Zimmerman, et.al., 2013; Virtanen, et.al,
2005)

Work Performance

Performance is a multi-dimensional concept, which
refers to an individual's ability to contribute to activities both
technically and contextually (Mgalu, 2017). To improve
individual performance and organizational performance,
companies need to understand and revitalize in order to
remain productive (Banerjee, 2015). The high performance
that exists in individuals in the organization shows that what
is done by the individual is in accordance with what was
programmed by the organization. The contribution of
employee performance will affect the development and
excellence of the company (Florence, 2015).
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Experts provide a definition of performance related to job
output. The definition of performance put forward by several
experts. Performance is defined as the output and
achievement of employees at work that is recognized by the
company (Suciu, et.al. 2013). Mardiana, et al. (2017) stated
the same thing about the definition of performance, namely
the output generated from certain activity functions over a
certain period of time.

There are three dimensions of employee performance,
including task performance, contextual performance and
adaptive performance (Tabiu, et.al, 2016). The indicators
used to measure employee performance are those proposed
by Tabiu (2016), To achieve organizational goals and
objectives, employee performance must refer to work
effectiveness and efficiency, which is followed up by
evaluation of absenteeism levels, quality of reports, and
reporting times ( Zainal, Veithzal Rivai. Basalamah, Salim.,
Muhammad Natsir, 2014).

Ahmed & Shabbir (2017) mention three dimensions of
performance, namely work efficiency, work effectiveness
and job satisfaction. According to Syam (2020), work
efficiency is a manifestation of the way employees work that
allows them to achieve the best results with maximum effort.
Work effectiveness is the quantity achieved with the
expected output from the number of inputs. While job
satisfaction is the attitude of employees towards their work
by comparing the amount of rewards received with the
amount they believe the employee should receive (Abadiyah
& Purwanto, 2016).

This research is based on empirical studies of previous
research. The following previous studies show that there are
differences between permanent employees and contract
employees, namely in research (Mahaningsih & Kana,
2020); (Kusuma, 2020)Nur, 2020; Anggraeni, et.al. 2020).
While the following research shows that there is no
difference in performance between contract employees and
permanent employees (Wahyuningtyas & Utami, 2018;
Hasro, 2020; Firdausi, 2015; Kusuma, 2020). contract
employees

METHOD (FOR RESEARCH ARTICLE)

Based on the objectives to be achieved, this research is a
guantitative study with a comparative approach, namely by
testing the population parameters in the form of a
comparison of two samples. The comparative test is intended
to find out whether two groups are different from each other
by including the mean and standard deviation of the two
groups on certain variables (Sekaran, 2016). The data
analysis used is the Independent Samples T Test, namely by
comparing the average of two samples (Sugiono, 2018).
SPSS version 23 program for windows was used to test and
analyze the questionnaire data.

This quantitative research data collection technique is a
guestionnaire by measuring two groups of samples, namely
the permanent employee group and the second group the
contract employee group. The variable measured is

employee performance with three indicators, namely work
efficiency, work effectiveness and job satisfaction which
refers to the theory proposed by Ahmed & Shabbir (2017).

Other data collection techniques that support this
research include observation, interviews, field studies, and
studies of scientific publications. The study was conducted
in two companies engaged in the furniture industry in East
Java, namely PT Karya Jati Sejati located in Keplaksari,
Jombang Regency and PT Romy Violeta located in Buduran,
Sidoarjo Regency, with two research samples, namely 50
permanent employees and 50 contract employees. The
sampling technique used was cluster random sampling,
namely dividing the population into groups, then randomly
selecting the number of groups needed.

RESULTS AND DISCUSSION

Before analyzing the data, the researcher first conducted
a Validity Test, Reliability Test, Basic Assumption Test,
Normality and Homogeneity Test with the SPSS version 23
for windows program. The item validity test uses the Pearson
correlation, namely by correlating the item score with the
total score. The significance test with the criteria used r table
at a significance level of 0.05 with a 2-sided test. If the value
is positive and r count r table then the item can be declared
valid, if r count < r table then the item is declared invalid or
invalid. If N =100 and the value of df = 100-2, then the value
of r table is 0.1966. Here are the results of the validity test.

[Table 2 about here.]

The results of the validity test show that the 6 statement
items have a value above r table 0.166 so that it can be
declared valid. The next test is the Reliability Test to find out
the internal consistency of the indicators of a common
construct or latent variable (Sugiono, 2018). The results of
the reliability test are in table 4 below:

[Table 3 about here.]

[Table 4 about here.]

From the output of the homogeneity test in the table, it
can be seen that the significance value is > 0.05 (0.761 >
0.05). This shows that the variance of Permanent Employees
and Contract Employees is the same. Thus fulfilling the basic
assumption of homogeneity.

[Table 5 about here.]

Table 5 Group Statistics shows that the average
permanent employee performance is 22.74. Meanwhile, the
mean of Contract Employee Performance is 24.56. This
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proves that there is a difference in the performance of
permanent employees and contract employees.

[Table 6 about here.]

From table 6. independent samples test it is known that
the value of Sig. Levene's Test for Equality of Variances is
0.761 > 0.05. This shows that the data variance between

permanent employees and contract employees is
homogeneous (same).
[Table 7 about here.]

The output table for independent samples test shows the
value of Sig. (2-tailed) of 0.001 < 0.05. It can be concluded
that there is a significant difference between the performance
of permanent employees and contract employees. The means
difference is -1,820, which means that contract employees on
average have a better performance of 1,820 than permanent
employees. This result is possible because in the furniture
company there is diversity in education and knowledge.

Employees who have the skills feel more optimal in their
performance and are more productive when they are contract
employees. Because as a contract employee, the wages are
calculated based on the results of production or the quality
and quantity of work. The application of the work system
turned out to make new employees who were appointed more
motivated to show their performance so that they could be
appointed as permanent employees. The results of this study
are in accordance with previous research, namely

Mahaningsih & Kana, (2020); Nur (2020) and Anggraeni,
et.al. (2020).

The results of this study indicate that there is a significant
difference between the performance of permanent
employees and contract employees. Comparative testing of
two samples using the Independent Samples T Test with
SPSS version 23 program proves that contract employees on
average have better performance than permanent employees.
This is evidenced by the mean value of permanent employee
performance of 22.74. Contract employees have a mean of
24.56 (with a mean difference of 1.820). This study still has
limitations where satisfaction needs to be considered as a
variable that affects employee performance.

CONCLUSIONS

Based on the results of theoretical studies and empirical
testing, it can be concluded that there is a significant
difference between the performance of permanent
employees and contract employees. Comparative testing of
two samples using the Independent Samples T Test with
SPSS version 23 program proves that contract employees on
average have better performance than permanent employees.
This is evidenced by the mean value of permanent employee
performance of 22.74. Contract employees have a mean of
24.56.
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TABLE 1| Industry Contracting in 2019

Industrial Sector 2017 | 2018 | 2019
Transport  Equipment | 3,68 4,24 -
Industry 3,43
Timber, Wood, Bamboo 0,13 0,75 -
and Similar Industries 4,55

Rubber Industry, Rubber | 2,47 6,92 5,52
and Plastic Goods
Machinery & Equipment | 5,55 9,49 -
Industry 4,13
Source: Ministry of Industry, 2019
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TABLE 2| Item-Total Statistics

Scale Mean if | Scale Variance | Corrected Item- | Cronbach's Alpha

Item Deleted | if Item Deleted | Total Correlation | if Item Deleted
ITEM 1 19.61 4.341 0.726 0.729
ITEM 2 19.77 4.462 0.856 0.701
ITEM3 20.06 3.592 0.698 0.761
ITEM 4 19.54 5.806 0.506 0.788
ITEM5 19.51 6.414 0.278 0.821
ITEM 6 19.51 6.091 0.458 0.799

Source: SPSS Output, 2021
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TABLE 3| Reliability Statistics

Cronbach's
Alpha N of Items

.803 6

Source : SPSS Output, 2021
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TABLE 4| ANOVA

Employee Performance

Sum of | df | Mean F Sig.

Squares Square
Between | g»810) 1| 82.810| 12297 0.001
Groups
Within | 650 040 | 98| 6.734
Groups

Total 742.750 | 99

Source : SPSS Output, 2021
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TABLE 5 | Homogeneity Test

Group Statistics

Std. Std.
Deviatio | Error
Group N | Mean n Mean
Employee |Permanent| 50| 22.74 2.293 0.324
Performanc
e Contract 50| 24.56 2.865 0.405

Source : SPSS Output, 2021
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TABLE 6 | Independent samples test the output table

Levene's Test for
Equality of Variances

F Sig.

Kinerja 0.093 0.761
Karyawan

Equal variances
not assumed

Source: SPSS Output, 2021
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TABLE 7| The Output Table

t-test for Equality of Means
95% Confidence
Interval of the
Difference
Mean Std. Error

t df [ Sig. (2-tailed) | Difference | Difference Lower Upper
-3.507 98 0.001 -1.820 0.519| -2.850 -0.790
-3.507 | 93.505 0.001 -1.820 0.519| -2.851 -0.789

Source : SPSS Output, 2021
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