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Insurance in Indonesia. The limitation of this research is to use monthly samples and only
observe for 2 (two) years. Originality of this research is using the latest observation variable
that is 2018-2019 and observation at a sharia insurance company in Indonesia.
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1. Introduction

In 2018, the key Islamic finance segments such as Islamic banking and capital markets continued to support economic
growth across the globe by providing Shariah-compliant and ethical methods of financing. Regions that are home to Islamic
finance activity such as the Gulf Cooperation Council (GCC) and parts of Asia have benefited significantly from the
increasing availability and diversity of Islamic financial solutions to support both sovereign, corporate and household
activity. Elsewhere, several advanced economies, including key financial centers, introduced benchmark-sized Islamic
financing deals as a means of sovereign funding and to set the stage for future Shariah-compliant deals, including from the
private sector (Malaysia World Islamic Finance Marketplace, 2014). In addition, African nations have also engaged Islamic
financial services during the year for government funding and infrastructure needs, amid stronger demand for retail banking.
While overall growth remained moderate, pockets of economic activity continued to expand in key real sectors such as
infrastructure (including transportation, power and utilities and telecommunications), financial services, real estate and
aviation. These activities continued to generate demand for financing and other related financial services, including the
capital markets. In addition, important processes which facilitate the orderly functioning of the economy such as sovereign
funding and financing of business and household transactions remained as important areas for Islamic finance to serve.
(Tahir & Mark et al., 2012, Abas et al., 2020; Nobi et al, 2020). The component commonly used as the main focus while
assessing performance based on financial statements earnings. Many believe that this component is able to describe the
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overall economic condition as well as prospects for growth of the company in the future (Khan & Bhatti, 2008, Gheeraert
& Weill, 2013, Kumar et al., 2019, Gwadabe & Rahman, 2020, Wu et al., 2021 and Shen et al., 2021). Besides considering
earnings, stakeholders should also think about the company’s size, including the the company’s scope associated with the
life cycle of the company in evaluating earnings. By considering the company’s size, they will have information about the
company’s need for facility and infrastructure procurement. Morse (2020) state when compared to the life cycle of a
government, in the elucidation of the concerning Financial Balance between the Central Government and Regional
Governments, it mentions a number of variables that reflect the need for the procurement of public facilities in each region,
among of which are the regional size and the total population (Warde, 2000, Coibion et al., 2021, Levy, 2021; Patel &
Tsionas, 2021). In their research, Elgari (2010) states that areas with a larger regional size will certainly require a greater
number of facilities to serve their society than the ones required by areas with a smaller regional size. In addition, the need
for public facilities varies between regions depending on the total population (Abduh & Azmi, 2012, Su et al., 2021; Liu,
2021). Reform the political and administrative changes, among the examples of such reform is manifested in the change
in the government structure, which formerly was centralized, into a decentralized one after the enactment of the amended
for the last time by the concerned regional governments. The economic goals to be achieved through decentralization are
to bring about prosperity through the provision of more evenly-distributed public services and to shorten the distance
between public service providers and local communities (Werde, 2000; Cihak & Hesse, 2010, Gossling & Hall, 2020,
Pospieszna et al., 2020, Cui et al., 2021; Hohlwegler, 2021). The signaling theory describes the ways the management
should give a signal to the users of financial statements (Furgani & Mulyany, 2009; Abduh & Chowdhury, 2012; Abduh &
Omar, 2012; Farahani & Dastan, 2013; Faruq et al., 2017), explain that managers provide information through financial
statements that they apply conservative accounting policies to produce better earnings. Regional autonomy is defined as the
right, power, and obligation of autonomous regions to set up and manage their own governance-related affairs and interests
of local communities in accordance with the legislation.

2. Theory and Literature review

2.1 Uncertain financial system

Phan et al. (2021) stated that the increasing trend of globalization in the financial sector, supported by technological
developments in various countries, has caused the financial system to become increasingly integrated without time lag and
boundaries. In addition, financial product innovations are increasingly dynamic and varied with increasing complexity.
These developments can not only increase and increase the various sources of instability in the financial system, but also
make it more difficult to overcome this instability (Candelon et al., 2021). This will lead to financial market instability.
Identification of sources of financial system instability is generally more forward looking. This is intended to identify
potential risks that will arise and will affect future financial system conditions. On the basis of the identification results, an
analysis is then carried out to what extent the risk has the potential to become increasingly dangerous, widespread and
systemic in nature so as to paralyze the economy.

2.2 Sharia Mutual Fund

Islamic mutual funds aim to raise funds from the public, which are then managed by investment managers to then invest in
instruments in the capital market and money market. These instruments are like stocks, bonds, deposits, certificates of
deposit, foreign exchange and short-term debt securities (Raza et al., 2021). This Sharia mutual fund is included in the open
mutual fund category (collective investment contract). The level of knowledge and understanding of capital market players
and investors towards Islamic principles is still lacking (Garrouch, 2021). Many of them think that these sharia principles
are related and only for the benefit of Muslims. In fact, this principle is open to use by all parties. Other constraints include,
among others, very limited information about the Islamic capital market, institutional patterns or institutions in the
framework of supervision are still considered a disincentive by the actors.

2.3 Basic Principles of Sharia Transactions

Choon et al. (2021) state that the sharia mutual funds have transaction principles, namely (1) All forms of muamalah are
permitted unless there are arguments that prohibit them, (2) the principle of freedom to make contracts based on agreements
and obligations to fulfill the contract, (3) execution of transactions must be carried out according to the principle of prudence
and is not allowed carry out speculation which contains elements of usury, gharar, maysir, and zhulm, (4) Upholding Ethics
in transactions, Carrying out records (documentation) or writing, agreements/contracts for non-cash transactions. In
accordance with operational principles, investment management as a mutual fund manager uses the principles of
mudharabah and giradh. This sharia mutual fund has several characteristics, first, investors as rab Al-mal share the risks
experienced by the infestation manager as amil, second, the investment manager as amil does not bear the risk of loss on
investment if the loss is not caused by his negligence. Profits in dala (ribh) are shared between investors and investment
managers in accordance with the proportions agreed by both parties. The forms and types of mutual funds are generally
divided into two forms, namely the form of corporate mutual funds (investment company) and collective investment
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contracts (unit investment trust). Types of mutual funds are divided into four, namely Fixed Income Fixed Income Fund,
Equity Fund, Discretionary Fund, Money Market Mutual Funds.

3. Material and method

Comparative causal research is a study directed to investigate cause-and-effect relationships based on observations of the
consequences that occur and look for factors that cause through the data collected. In this study the basic approach is to start
with the differences of the two groups and then look for factors that may be the cause or effect of the difference. In this case
there is an element that compares between two or more variables. The method of research using a causal research design in
Indonesia Sharia Insurance. The data used are secondary data sourced from Financial Services Authority (OJK) Indonesia
in 2018-2019. The method of analysis used in this research is the SEM method using SmartPLS software.

4. Results and discussion
4.1 Results
4.1.1. Evaluation of Structural Model (Inner Model)

Inner model evaluation through the bootstrapping menu also generates t-gaisiics values that will be used to test the hypothesis.
The criteria are t-guaisic™> 1.66. If the value of t count <t 1. then Ho accepted and when the value of t count > t tabie then Ho is
rejected which means that the variable in question there is influential which is significant. This means that the independent
variables tested have an effect significantly on the dependent variable. The result of T-statistics value in the Table path
coefficients is presented in the following Fig. 1:
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Fig. 1. Overall Model with Coefficient

Based on this model in Fig. 1, it shows that the variables used do not have a significant effect on the value of investment
in sharia funds. The effect test can be seen in the following Table 1:

Table 1
The result of Bootstrapping
Original Sample Sample Mean Standard Deviation T Statistics P Values
GDP (X,) — Investments (Y) -0,076 -0,107 0,679 0,112 0,911
Government Sukuk (X3) — Investments (Y) 1,021 0,538 0,650 1,569 0,117
Population (X;) — Investments (Y) -0,019 0,180 0,499 0,038 0,970
Sharia Mutual Funds (X4) — Investments (Y) -0,102 0,214 0,631 0,162 0,872

Sources : Smart PLS Result (2020).

Based on the above Table 1 produces a coefficient of 0.005, smaller than a = 5% then the decision of hypothesis testing
rejects Ho and accept the hypothesis Ha. The results show that Population, Gross Domestic Product, Government Sukuk
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and Sharia Mutual Funds do not influence Investment Yield Sharia Insurance in Indonesia. In addition to hypothesis testing
through the bootstrapping menu that produces T-statistics, inner model evaluation is also done by reviewing the R-Square
value. The R-square value generated from the inner model evaluation is presented in the following Table 2:

R Square Adjusted
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Sources : Smart PLS Result (2020).
Fig. 2. F Square

Based on Fig. 2, the property of the R-squared value which will be better if you add this variable is the weakness of R
squared itself. The more independent variables used, the more noise in the model and this cannot be explained by R squared.
To cover the weakness of R squared, you can use adjusted R squared. Adjusted R squared has considered the number of
sample data and the number of variables used. Adjusted R squared will calculate each additional variable and estimate the
value of R squared from the addition of these variables. If the addition of the new pattern turns out to improve the regression
result model better than the estimate, then the addition of these variables will increase the R-squared adjusted value. If the
new pattern of adding these variables shows a result that is less than the estimate, then the adjusted R Squared will decrease
in value show in Table 2 as a follows:

Table 2
R-Square Value
R Square R Square Adjusted
Investments (Y) 0,922 0,902

Sources : Smart PLS Result (2020).

Based on Table 2, the variation of R-Square Adjusted value of 90.2%. The existence of Population, GDP, Government
Sukuk and Sharia Mutual Funds not influence on Investment Sharia Insurance.

4.2. Discussion

This shows that are quite potential in reducing unemployment because it absorbs a relatively large workforce (Shahinpoor,
2009; Raditya & Kassim Salina, 2010; Srairi, 2011; Tahir & Mark, 2012; Asif et al., 2014; Gnjatovi¢ & Lekovi¢; 2019;
Doris et al., 2020) One of indicator to see how large an area is absorbing energy work is by looking at some variables that
affect demand labor in a company (Srairi, 2011). Small industry development is the way that is considered a major role in
the development of the manufacturing industry (Masoud & Abusabha, 2014; Birkel et al., 2019). The development of small
industries will help overcome unemployment problems considering the technology used is labor-intensive technology so it
can increase employment and business opportunities, which in turn encouraging regional development and rural areas. The
role of the home industry or small industry has a big influence on the economy in Indonesia due to building an industry this
small that does not require a large capital and is able to absorb labor. The existence of the financial system plays a very
important role in the economy. As part of the economic system, the financial system functions to allocate funds from parties
experiencing a surplus to those experiencing a deficit. If the financial system is unstable and does not function efficiently,
the allocation of funds will not work well, which can hamper economic growth in a country. Experience shows that an
unstable financial system, especially if it results in a crisis, requires very high costs for its rescue efforts. Indonesia
experienced instability in financial market conditions during the 1998 financial crisis, at which time the costs of the crisis
were very significant. In addition, it will take a long time to revive public confidence in the financial system. The 1998
crisis proved that financial system stability is a very important aspect in shaping and maintaining a sustainable economy.
An unstable financial system tends to be susceptible to various shocks, which disrupt the rotation of the economy. The
implications of this research are the Indonesian Financial Services Authority (OJK) policy which considers Population,
Gross Domestic Product, Government Sukuk and Sharia Mutual Funds for Investment Yield Sharia Insurance in Indonesia.
The limitation of this research is to use monthly samples and only observe for 2 (two) years.



1. Muda and Erlina / Accounting 7 (2021) 1533
5. Conclusions

The results show that Uncertainty Macroeconomic and demographic factors such as Population, Gross Domestic Product,
Government Sukuk and Sharia Mutual Funds do not influence Investment Yield Sharia Insurance in Indonesia. Due to the
relatively short observation period, this variable is not significant. Whereas population growth in a country is a great
potential that can be obtained by a country for the development of an investment.
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