Trikonomika
Volume 21, No. 2, December 2022, Page. 64-69
ISSN 1411-514X (print) / ISSN 2355-7737 (online)

DETERMINANTS OF WRECKAGE COLLECTORS’ PROFIT
IN CIREBON CITY

Zaenal Mutaqin
Istiqgomah
Goro Binardjo
istigomah@unsoed.ac.id
Universitas Jenderal Soedirman
J1. Profesor DR. HR Boenyamin No.708, Kec. Purwokerto Utara, Banyumas, Jawa Tengah 53122

received.: 31/3/22; revised: 15/7/22; approved: 12/12/22

Abstract

Waste management has been a concern for the government because it is closely related to sustainable
development. Wreckage collectors play a significant role in waste reduction and management.
Therefore, the sustainability of the wreckage collector business, which is measured through profit
performance, is interesting to investigate. This study aims to analyze the effect of education level,
firm age, type of product, and capital on the profit of wreckage collectors in Cirebon city. The
population consist of 40 wreckage collectors, all were selected as respondents. The data were
analyzed with multiple linear regression using the OLS method. The results show that education,
firm age, and capital have a positive and significant effect on the profit of wreckage collectors,
while type of product has no significant effect. The results imply the need to improve education
for wreckage collectors. In addition, financial institutions should facilitate low-interest loans to
improve turnover and profit.
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INTRODUCTION

Waste management received considerable concern from the government and academicians because it
is closely related to sustainable development. Wreckage collectors play a significant role in waste reduction
and management since one of the methods of waste disposal is selling, especially for the recyclable waste
such as paper, plastic bottle, metal, and cloth (Wang et al., 2018; Ibanez-Forés et al., 2018). Informal waste
recycling not only reduces waste but also provides opportunities for urban poor to earn a living (Suthar et al.,
2016). According to the Liu et al. (2020), an increase in Florida county recycling rates of one percentage point
resulted in a 0.4% increase in employment across the entire solid waste and recycling sector. Garbage is an
environmental problem in all urban areas in Indonesia, including Cirebon City. The large volume of wreckage
produced in Cirebon City has become a center of activity for wreckage collectors, especially reusable used
goods such as iron, motorcycle spare parts and so on. The increasing volume and type of waste in Cirebon City
is caused by an increase in population, industrial, trade, and household activities so that the daily production of
waste in Cirebon City reach 823.85 m3, while the waste that can be transported is 530 m3/day, and the rest is
burned, buried by making holes or digging the ground, or dumped illegally (Anonymous, 2019). Ikhlayel (2018)
concluded that the best solution to waste problem might be a trade-off between environmental, economic, and
social aspects regarding the local conditions of each country. The establishment of garbage banks in Indonesia
is a significant innovation in waste management. It has satisfied the needs of a variety of communities, created
new jobs, provided additional incomes, boosted creativity, and offered free health care. In Indonesia, there are
four operational business models for waste bank implementation: savings, health, community entrepreneurship,
and energy (Dhewanto et al., 2018).

Every day people produce wreckage. Cardboard, metal, and plastic have value for wreckage collectors.
Many people look for these used items to be used as recycled products. Reconceiving garbage as a resource
for creating economic rent rather than a burden encourages the expansion of businesses (Perey et al., 2018)).
Along with the increasing volume of wreckage in Cirebon City, one of the job options in the informal sector
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is wreckage collector. Wreckage collectors have a very important role in the recycling process, as they supply
scrap recycling oriented industries to promote circular economy which can generate income, create jobs, and
reduce the amount of waste that ultimately requires disposal (Damanhuri et al., 2009; Shams et al., 2017). In
addition, the recycling process will also have an effect on saving the use of natural resources because waste can
be processed into something useful. Waste can also be processed to produce energy that can be used to meet the
needs of human life as well as overcome environmental problems (Sadef et al., 2016). Recycling allows cities
in emerging economies to extend the lifespan of sanitary landfills, reduce the cost of solid waste management,
reduce environmental issues from waste treatment by reincorporating waste into the productive cycle, and
develop the livelihoods of waste pickers (Pardo Martinez & Pifia, 2016). Currently, many wreckage collectors
convert waste into rupiah, so that collectors get a lot of margin from the sale of scrap to large distributors.

The sustainability of the wreckage collector business, which is measured through profit performance, is
interesting to investigate. Based on preliminary observations by the authors on some wreckage collectors in Cirebon
City, the types of scrap accepted by the collectors consist of paper, plastic, and metal. Based on a preliminary
survey with 10 wreckage collectors, their monthly profit varies from Rp 15 million to Rp 30 million. There
are several factors that are supposed to affect the variation in profits between wreckage collectors, including
education level, firm age, type of product, and business capital. The level of education affects the profits of
wreckage collectors because the management of businesses with higher education is better than those with low
levels of education. They are more aware of allocating resources to be more efficient to increase income and
profits. Owners with a greater human capital deploy more effective business practices (McKenzie & Woodruff,
2016). This is supported by the findings of previous research that education has a positive and significant effect
on profit (Chiliya N & Roberts-Lombard M, 2012; Karadag, 2017; Ndlovu et al., 2018; Xuan et al., 2020).

The firm age can lead to a business experience, and experience can influence a person's behavior. Based on
the findings of Chiliya & Roberts-Lombard (2012), firm age has an effect on the profitability of small grocery
stores in South Africa. In addition, other research (IKA & Aswitari. LP, 2016; Ndlovu et al., 2018; Pais &
Gama, 2015; Rapunzel et al., 2017; Franceschelli, 2019; Mallinguh et al., 2020) show that the firm age has
a significant effect on profits because the firm age reflects more experience compared to those who have just
started a business. Business experience will encourage increased business effectiveness and efficiency, so that
profits will also increase.

The type of product is also an important issue for the profits of entrepreneurs. The type of wreckage that
is considered to have the potential to increase profits is iron. This is because iron has a more expensive price
when compared to other types of wreckage. If the price of iron increases, but the scrap collectors buy the scrap
price from the scavengers at a fixed price, so that it can increase the profits of the scrap collectors. Research
by Chintya & Darsana, (2014), and Luthfiansyah et al., (2018) shows that the type of product produced by
entrepreneurs significantly affects profit.

In addition to the type of product, capital is one of the important factors that can affect the level of profit
because tcapital will increase the volume and types of wreckage products that can be purchased from scavengers
which can then be sold at a higher price. This is supported by research by Juan Garcia-Teruel & Martinez-Solano,
(2007), Bafios-Caballero et al., (2012), Pais & Gama, (2015), Antara & Aswitari (2016), Rapunzel, (2017)
Luthfiansyah et al., (2018), and Muharam H., (2019) which show that capital has a positive effect on profits.

Based on the previous description, the background of this research is the difference in profits between
collectors, so the authors are interested in examining the factors that influence the profits of wreckage collectors
in Cirebon City. This study contributes theoretically to enrich the existing literature because generally research
on the income of wreckage collectors only measures income, but does not analyze the factors that affect profit
(for example Luthfiansyah et al., 2018). This paper also has a practical contribution for wreckage collectors to
increase their profits.

METHODS

This study uses a quantitative approach using primary data collected from respondents using a questionnaire
as an instrument. The subjects of this research are wreckage collectors in Cirebon City. This research was
conducted in Cirebon City in April 2020. The object of this research is the factors that influence the profits of
wreckage collectors in Cirebon City, namely education level, firm age, type of product and business capital.
The population in this study is the total number of wreckage collectors in the city of Cirebon, namely as many
as 40 people who all serve as respondents.

The operational definition of the variable is explained as follows. Profit is the net income obtained by
wreckage collectors in Cirebon City from the sale of goods products minus the total cost of used or wreckage
production which is calculated in rupiah per month. Education level is the level of formal education that has
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been achieved by wreckage collectors in Cirebon City which is calculated in years. The firm age referred to in
this study is calculated in years. Types of products are various kinds of used goods or wreckage offered or sold
by wreckage collectors which are measured using a dummy variable, namely iron = 1 and non iron = 0. Capital
is the monthly working capital used by wreckage collectors in Cirebon City in their efforts to generate profits
which is measured in millions of rupiah.

To answer the research question, multiple regression was used to examine the effect of education level,
capital, firm age, and type of product, on the profits of wreckage collectors. Multiple regression model is
expressed through the following model with one dummy variable (Gujarati, 2012):

Testing the classical basic assumptions so that the proposed regression model shows the Best Linear
Unbiased Estimator (BLUE) is as follows. Normality test is needed in a research with the aim of estimating and
testing hypotheses. For this reason, the histogram normality test is used. If the results of this test show that the
probability value is greater than the error probability (0.05), then the data distribution is normally distributed
and vice versa (Gujarati, 2012).

The multicollinearity test aims to test whether in the regression model there is a high or perfect correlation
between the independent variables. If in the regression model there is a high or perfect correlation between the
independent variables, the regression model is declared to contain symptoms of multicollinearity. Multicollinearity
test can be done with client detection. Client detection is done by regressing an independent variable with other
independent variables. The rule of thumb is to compare the model's R? value with the R? auxiliary value. If
the value of R? of the auxiliary regression is greater than the value of R? of the model, then the model contains
symptoms of multicollinearity. If the value of R? of the auxiliary regression is smaller than the value of R? of
the model, then the model does not contain symptoms of multicollinearity.

Heteroscedasticity means that there is a variable variance in the regression model that is not the same
(constant). In this study, to test the heteroscedasticity, the Glejser test method was used. By using this method,
the symptom of heteroscedasticity is indicated by the regression coefficient of each independent variable to the
absolute value of the residual (e). If the probability value is greater than a = 0.05, then it can be ascertained that
the model does not contain heteroscedasticity. The analysis was then continued with statistical tests consisting
of the coefficient of determination (R?), F test and t test.

RESULTS

The distribution of respondents by education, firm age, product, and capital is presented below. The education
of wreckage collectors is categorized as quite good. This is because sixteen respondents or forty percent of
the total population have completed senior high school, twelve respondents or thirty percent are junior high
school graduates, six respondents or fifteen percent completed elementary school, and the last six respondents
or fifteen percent have no schooling.

An entrepreneur who is experienced in running his business has the opportunity to get customers. Entrepreneurs
who are experienced in their field can also better understand market demands and are sensitive to changes in demand
for goods. This means that the longer a person does business, the greater the opportunity to earn greater income.
The business experience of the majority of wreckage collectors in Cirebon City ranges from six to nine years.

In this study, the product is measured by a dummy variable, namely 0 if the respondent does not trade iron
and 1 when trades iron. The dummy criteria in the type of product are based on the price of iron wreckage which
is more expensive than other wreckage. Thus, the author assumes that iron has a greater profit than other types
of wreckage. There are more respondents who trade iron (62.5 percent) than those who do not (37.5 percent).

Capital is a factor that drives the sustainability of a business. The greater the business capital, the greater
the income. On the other hand, lack of capital will limit the ability to procure products which in turn can limit
income. Most of the capital used by wreckage collectors ranges between Rp20,000,000.00 to Rp35,000,000.00.
The lowest capital is Rp 20 million and the highest is Rp 131 million.

The estimation of multiple regression model is presented as follows:

Y =-180,254.4 + 202,147.0 EDU** + 520,134.2 FA*** + 561,264.5 D, +115,246.5 CAP*** ... 1)

Where

EDU = education

FA = firm age

D, = type of product

CAP = capital
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Test for classical assumptions found that the regression model passed all classical assumption tests: normal
distribution, no symptoms of multicollinearity and heteroskedasticity. The regression results show the coefficient
value of R? adj is 0.9272. This value is close to 1. This shows that education, firm age, type of product, and
business capital are able to explain 92.72 percent, while the remaining 7.28 percent is explained by other
variables not included in the model.

The regression results show the F-statistic value is 125.2891 and the F-table value is 2.450 at the 95 percent
confidence level. This shows that the F-statistic value is greater than the F-table, meaning that education, firm age,
type of product, and business capital have a significant effect on the income of wreckage collectors in Cirebon City.

By using a = 0.05 the t-table value is 2.0301. From the t-table value, it can be explained the effect of each
independent variable on the dependent variable as follows. The t-statistic of education is 2.3341 and the t-table
is 2.0301. This shows that the value of t-statistics> t-table so that Ha is accepted and HO is rejected. Thus,
education has a significant positive effect on the income of wreckage collectors in Cirebon City. The t-statistic
value of the firm age is 7.8797 and the t-table value is 2.0301. This shows that the t-statistics > t-table so that
Ha is accepted and HO is rejected. Thus, the firm age has a significant positive effect on the income of wreckage
collectors in Cirebon City. The t-statistic of the product type is 0.8820 and the t-table value is 2.0301. This
shows that the value of t-statistics < t-table so that Ha is rejected and HO is accepted. Thus, the type of product
has no significant effect on the income of wreckage collectors in Cirebon City. The capital t-statistic value is
5.6081 and the t-table value is 2.0301. This shows that the value of t-statistics> t-table so that Ha is accepted
and HO is rejected. Thus, business capital has a significant positive effect on the income of wreckage collectors
in Cirebon City.

DISCUSSIONS

Waste management is a major concern for the government and all citizens because it is linked to sustainable
development. Wreckage collectors are important in waste reduction and management. As a result, the sustainability
of the wreckage collector business, as measured by profit performance, is worth investigating. The purpose
of this study is to examine the impact of education level, firm age, product type, and capital on the profit of
wreckage collectors in Cirebon City.

Education has a positive and significant effect on the profit of wreckage collectors in Cirebon City. By having
a high level of education, skills, and expertise, a person can get a good job and have a high level of productivity.
With a high level of productivity, income or profits will also increase. ducation is very influential on the power
of thought in running a wreckage collection business. With a higher education, wreckage collectors can manage
their business better, thereby increasing profit. This research is supported by the findings of Chiliya & Roberts-
Lombard (2012), McKenzie & Woodruff (2016), Rapunzel, (2017), Karadag, 2017; Ndlovu et al., (2018) and
Xuan et al. (2020) who found that education had a positive and significant effect on profits.

The firm age has a positive and significant effect on the profits of wreckage collectors in Cirebon City. An
entrepreneur who is experienced in running his business has the opportunity to retain customers. In addition,
entrepreneurs who are experienced in their fields can also better understand market demands and are sensitive
to changes in demand for goods. This means that the longer a person does business, the greater the opportunity
to earn greater income.

This finding supports Chiliya N & Roberts-Lombard M, (2012) that firm age affects the profitability of
small grocery stores in South Africa. In addition, Pais & Gama, (2015), Antara & Aswitari (2016), Rapunzel,
(2017), Ndlovu et al. (2018), Franceschelli (2020), and Mallinguh et al., (2020) find that firm age has an effect
on profits. This is because older businesses reflect more experience than those who have just started a business.
The longer you are in the trading business, the more you will increase your knowledge of consumer tastes or
behavior. Trading skills are increasing and more and more business relationships and customers are being
successfully captured.

The type of product has no significant effect on the profits of wreckage collectors in Cirebon City. Based on
the interviews of wreckage collectors, they stated that the price of iron did have a higher price when compared
to other wreckage such as paper and plastic. However, the price of iron in the market is very volatile and can
change at any time, so the profit obtained is relatively smaller, in contrast to the price of paper which tends to
be stable even though the price is quite cheap. This study is not in line with Luthfiansyah et al. (2018) which
shows that the type of product affects the level of profit.

Capital has a positive and significant effect on the profits of wreckage collectors in Cirebon City. The
larger capital will increase the number and types of wreckage products that can be purchased by suppliers from
scavengers which can then be sold at higher prices. This study supports Juan Garcia-Teruel & Martinez-Solano,
(2007), Bafios-Caballero et al., (2012), Pais & Gama, (2015), Rapunzel, (2017), Luthfiansyah et al., (2018),
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and Muharam (2019) which show that venture capital has a positive effect on profits. Effective management of
working capital, such as a reduction in short-term debt turnover days, can have a positive effect on the profitability
of businesses (Konak & Giiner, 2016). SMEs can boost their profitability by minimizing their cash conversion
period, account receivable days, and inventory turnover days (Lamptey et al., 2017).

CONCLUSIONS

This study found that education, firm age, and capital have a positive significant effect on the profits, while
the type of product has no significant effect on the profits of wreckage collectors in Cirebon City. These results
imply the need to increase education for wreckage collectors, considering that education has a positive and
significant effect on profits. In addition, firm age, which implies experience, also has a positive and significant
impact. Therefore, the government should make policies such as assistance or counseling in collaboration
with relevant stakeholders so that wreckage collectors in Cirebon City increase their capabilities in running a
business. In addition, capital is also a positive and significant influence on wreckage profits. Thus, bank and
non-bank financial institutions can provide loans with low interest rates so that wreckage collectors can run
their business well and increase profit.

REFERENCES

Anonymous. 2019. Rencana Program Investasi Infrastruktur Jangka Menengah (RPI-JM) Kota Cirebon Tahun
2018-2022.

Bafios-Caballero, S., Garcia-Teruel, P. J., & Martinez-Solano, P. 2012. How Does Working Capital Management
Affect The Profitability Of Spanish SMEs? Small Business Economics, 39(2), 517-529. https://doi.
org/10.1007/s11187-011-9317-8

Chiliya N, & Roberts-Lombard M. 2012. Impact of Level of Education and Experience on Profitability of Small
Grocery Shops in South Africa. Int.J.Buss.Mgt.Eco.Res. , 3(1), 462—470.

Chintya W A, & Darsana I B. 2014. Analisis Keuntungan Pedagang di Pasar Jimbaran, Kelurahan Jimbaran.
E-Jurnal Ekonomi Pembanguna Universitas Udayana, 2(6), 277-283.

Damanhuri, E., Wahyu, I. M., Ramang, R., & Padmi, T. 2009. Evaluation of Municipal Solid Waste Flow In
The Bandung Metropolitan Area, Indonesia. Journal of Material Cycles and Waste Management, 11(3),
270-276. https://doi.org/10.1007/s10163-009-0241-9

Dhewanto, W., Lestari, Y.D., Herliana, S., Lawiyah, N. 2018. Analysis Of The Business Model Of Waste Bank
In Indonesia: A Preliminary Study. International Journal of Business 23(1), 73-88.

Franceschelli, M. V., Santoro, G., Giacosa, E., & Quaglia, R. 2019. Assessing The Determinants Of Performance
In The Recycling Business: Evidence From The Italian Context. Corporate Social Responsibility and
Environmental Management. doi:10.1002/csr.1788

Gujarati, D. 2012. Dasar-dasar Ekonometrika. Jakarta : Erlangga.

Ibaiez-Forés, V., Coutinho-Nobrega, C., Bovea, M. D., de Mello-Silva, C., & Lessa-Feitosa-Virgolino, J. 2018.
Influence Of Implementing Selective Collection On Municipal Waste Management Systems In Developing
Countries: A Brazilian Case Study. Resources, Conservation and Recycling, 134, 100-111. doi:10.1016/j.
resconrec.2017.12.027

Ikhlayel, M. 2018. Indicators For Establishing And Assessing Waste Management Systems In Developing
Countries: A Holistic Approach To Sustainability And Business Opportunities. Business Strategy &
Development, 1(1), 31-42. doi:10.1002/bsd2.7

Juan Garcia-Teruel, P., & Martinez-Solano, P. 2007. Effects Of Working Capital Management on SME Profitability.
International Journal of Managerial Finance, 3(2), 164—177. https://doi.org/10.1108/17439130710738718

Karadag, H. 2017. The Impact Of Industry, Firm Age And Education Level On Financial Management Performance
In Small And Medium-Sized Enterprises (SMEs): Evidence from Turkey. Journal of Entrepreneurship in
Emerging Economies, 9(3), 300-314. https://doi.org/10.1108/JEEE-09-2016-0037

Konak, F. & Giiner, E. 2016. The Impact Of Working Capital Management On Firm Performance: An Empirical
Evidence from the BIST SME Industrial Index. International Journal of Trade, Economics and Finance,
7(2), 38-43. https://doi.org/10.18178/ijtef.2016.7.2.496

Lamptey, L.L., Frimpong, K., & Morrison, A.B. 2017. Empirical Study On The Influence Of Working Capital
Management On Performance of SMEs in a Developing Economy. British Journal of Economics, Management
& Trade, 17(4), 1-10. https://doi.org/10.9734/BJEMT/2017/33579

Liu, Y., Park, S., Yi, H., & Feiock, R. 2020. Evaluating The Employment Impact Of Recycling Performance in
Florida. Waste Management, 101, 283-290. https://doi.org/10.1016/j.wasman.2019.10.025



Determinants of Wreckage Collectors' ...

69

Luthfiansyah, E. F., Mailasari, R., Yuliana, R., Wulandari, U., & Aminuddin, A. 2018. Analisis Pendapatan,
Biaya Dan Titik Impas Usaha Pengepul Barang Bekas Di Kota Tangerang. Indonesian Journal of Economics
Application, 1(1), 27-33. https://doi.org/10.32546/ijea.v1il.166

Mallinguh, E., Wasike, C., & Zoltan, Z. 2020. The Business Sector, Firm Age, And Performance: The Mediating
Role Of Foreign Ownership And Financial Leverage. International Journal of Financial Studies, 8(4), 79.
https://doi.org/10.3390/ijfs8040079

McKenzie, D., & Woodruff, C. 2017. Business Practices In Small Firms In Developing Countries. Management
Science, 63(9), 2967-2981. https://doi.org/10.1287/mnsc.2016.2492

Muharam H. 2019. Orientasi Kewirausahaan dan Karakteristik Perusahaan Terhadap Perkembangan Usaha (Studi
pada Industri Kecil Bidang Agro dan Hasil Hutan di Kabupaten Garut. Jurnal Wacana Ekonomi, 18(2), 9-21.

Ndlovu, N., Shumba, V., & Vakira, E. 2018. The Influence of Experience and Owner-Managers Education on
SME Performance: Case of Motor Spares Enterprises at Kelvin Light Industries in Bulawayo. Journal of
Economics and Behavioral Studies, 10(4(J)), 22-31. https://doi.org/10.22610/jebs.v10i4(J).2403

Pais, M. A., & Gama, P. M. 2015. Working Capital Management and SMEs Profitability: Portuguese Evidence.
International Journal of Managerial Finance, 11(3), 341-358. https://doi.org/10.1108/IJMF-11-2014-0170

Pardo Martinez, C. 1., & Pina, W. A. 2016. Solid Waste Management In Bogota: The Role Of Recycling
Associations As Investigated Through SWOT Analysis. Environment, Development and Sustainability,
19(3), 1067-1086. doi:10.1007/s10668-016-9782-y

Perey, R., Benn, S., Agarwal, R., & Edwards, M. 2018. The Place Of Waste: Changing Business Value For The
Circular Economy. Business Strategy and the Environment, 27(5), 631-642. doi:10.1002/bse.2068

Rapunzel, M. B., Rumate, V. A., & Maslowan, 1. 2017. Faktor-Faktor yang Mempengaruhi Tingkat Keuntungan
pada Pemilik Warung Sembako di Kota Manado. Jurnal Berkala Ilmiah Efisiensi, 17(2), 24-35.

Sadef, Y., Nizami, A. S., Batool, S. A., Chaudary, M. N., Ouda, O. K. M., Asam, Z. Z., Habib, K., Rehan, M.,
& Demirbas, A. 2016. Waste-To-Energy And Recycling Value For Developing Integrated Solid Waste
Management Plan in Lahore. Energy Sources, Part B: Economics, Planning, and Policy, 11(7), 569-579.
https://doi.org/10.1080/15567249.2015.1052595

Shams, S., Sahu, J. N., Rahman, S. M. S., & Ahsan, A. 2017. Sustainable Waste Management Policy In
Bangladesh For Reduction Of Greenhouse Gases. Sustainable Cities and Society, 33, 18-26. https://doi.
org/10.1016/j.s¢s.2017.05.008

Suthar, S., Rayal, P., & Ahada, C. P. S. 2016. Role Of Different Stakeholders In Trading Of Reusable/Recyclable
Urban Solid Waste Materials: A Case Study. Sustainable Cities and Society, 22, 104-115. doi:10.1016/].
s¢s.2016.01.013

Wang, F., Cheng, Z., Reisner, A., & Liu, Y. 2018. Compliance With Household Solid Waste Management In
Rural Villages In Developing Countries. Journal of Cleaner Production, 202, 293-298. doi:10.1016/j.
jelepro.2018.08.135

Xuan, V. N., Thu, N. T. P., & Anh, N. T. 2020. Factors Affecting The Business Performance Of Enterprises:
Evidence At Vietnam Small And Medium-Sized Enterprises. Management Science Letters, 865—-870. https://
doi.org/10.5267/j.msl.2019.10.010



