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conceptual model was proposed to illustrate how autonomy,
efficiency, and governance interacted in Indonesian higher
education.
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1. INTRODUCTION

Universities in Indonesia carried the responsibility to conduct education,
research, and community service as mandated by Law No. 12 of 2012 on
Higher Education. In fulfilling these mandates, universities were expected to
uphold the principles of accountability, transparency, operational efficiency,
and non-profit orientation. To improve quality and public service outcomes,
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the government introduced performance-based governance through Key
Performance Indicators (IKU), which had been used since 2020 to evaluate
university performance at the national level. Despite these reforms, public
universities continued to face efficiency challenges, inconsistent outcomes,
and governance risks, particularly regarding how they managed financial
autonomy.

Agency theory provided a useful lens to understand these dynamics.
Within this framework, universities acted as agents responsible for executing
public mandates, while the state functioned as the principal providing
resources and oversight. However, the agency relationship was vulnerable to
goal misalignment, information asymmetry, and moral hazard. University
officials, as agents, might act in self-interest or make decisions that deviated
from public goals. These issues became increasingly visible in recent years. For
example, in 2023, Indonesia Corruption Watch reported that the education
sector ranked among the most corrupt in the country, while the Corruption
Eradication Commission conducted sting operations involving senior
university administrators. Such events underscored the urgency of stronger
oversight in the governance of higher education.

Research on agency cost in universities had produced mixed findings.
Mehmood (2021) found that higher agency costs in the United Kingdom’s
higher education system were associated with improved educational
outcomes, suggesting that certain types of spending may reflect necessary
investments rather than inefficiencies. On the other hand, Jensen and Meckling
(1976) argued that agency costs reflected managerial inefficiencies and
reduced organizational performance. In Indonesia, Sulaeman (2022) revealed
that most Public Service Universities (PTNBLU) operated below the efficiency
threshold between 2017 and 2019. Meanwhile, Gharsi et al. (2024) and Urbanek
(2020) emphasized that autonomy could enhance performance when aligned
with clear institutional strategies and effective accountability mechanisms.

Although these studies offered valuable insights, few empirical
investigations had directly compared the financial behavior and performance
outcomes of Indonesian public universities with different autonomy
arrangements. Legal Entity Universities (PTNBH) were granted greater
managerial and financial flexibility, while Public Service Universities (PTNBLU)
operated under more centralized controls. These structural differences raised
important questions: Did universities with greater autonomy incur higher
agency costs? And how did these agency costs affect their institutional
performance?
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This study aimed to address these questions by examining the effect of
agency cost, measured through the Operating Expense Ratio (OER) and Asset
Turnover Ratio (ATR), on the performance of PTNBH and PTNBLU. It also
investigated whether university autonomy moderated the relationship
between cost efficiency and performance outcomes.

The novelty of this study lay in its comparative approach to analyzing
institutional performance within a differentiated autonomy framework. Unlike
previous research that treated universities as a single category, this study
distinguished between PTNBH and PTNBLU to highlight how structural
autonomy influenced agency behavior and performance. The study
contributed to the refinement of agency theory in the context of higher
education governance and provided empirical evidence to support policy
reforms aimed at balancing university autonomy with effective oversight.

2. LITERATURE REVIEW

Agency theory served as a foundational framework in analyzing delegation
and control within organizational governance. Jensen and Meckling (1976)
introduced the theory by illustrating how conflicts of interest emerged when
principals delegated authority to agents. According to Eisenhardt (1989),
agency relationships were susceptible to inefficiencies due to agents’ inherent
self-interest, bounded rationality, and aversion to risk. These characteristics
often resulted in agency costs, which referred to expenditures used to monitor,
align, and incentivize agents to act in the interest of principals.

The application of agency theory expanded into the field of higher
education as universities adopted more autonomous and decentralized
governance models. Kivist¢ and Zalyevska (2015) explained that the principal-
agent dynamic in non-profit universities involved complex accountability
mechanisms. The state, acting as principal, delegated authority to universities
while attempting to retain oversight through funding policies, performance
indicators, and regulatory frameworks. Kivistd (2008) noted that information
asymmeftry between government and universities created obstacles to effective
oversight, particularly when universities prioritized institutional reputation or
revenue over public mandates.

Several studies proposed financial ratios as proxies for agency cost
measurement. Ang et al. (2000) and Singh and Davidson (2003) introduced the
Operating Expense Ratio (OER) and Asset Turnover Ratio (ATR) to evaluate
efficiency and resource utilization. Mehmood (2021) examined these proxies
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in UK wuniversities and reported that higher operational spending was
associated with improved academic quality when expenditures were linked to
core educational functions. Martono et al. (2023), by contrast, concluded that
elevated agency costs often reflected weak incentive alignment and increased
institutional inefficiency.

Evidence from Indonesian public universities revealed similar challenges.
Sulaeman (2022) assessed the financial efficiency of Public Service Universities
(PTNBLU) and found that most institutions failed to reach optimal efficiency
levels. The implementation of Key Performance Indicators (IKU) since 2020
represented a policy initiative to monitor educational outcomes. Despite this,
empirical analysis on the financial behavior of universities remained limited.

The concept of university autonomy had been highlighted as a critical
factor in institutional performance. Urbanek (2020) observed that Polish
universities with broader autonomy demonstrated improved leadership and
responsiveness to change. Gharsi et al. (2024) argued that autonomy
encouraged institutional strategy development, innovation, and long-term goal
setting. The positive impact of autonomy, however, depended on the existence
of adequate internal control and accountability mechanisms. Without proper
oversight, autonomy could intensify agency problems due to increased
discretion and reduced transparency.

Previous studies exhibited two main limitations. First, most research
focused on higher education institutions in developed countries, with less
attention given to contexts in Southeast Asia or the Global South. Second, few
studies conducted comparative analysis between Legal Entity Universities
(PTNBH) and Public Service Universities (PTNBLU), which operate under
different financial and managerial frameworks in Indonesia.

This study aimed to address those limitations by analyzing the
relationship between agency costs and institutional performance in PTNBH
and PTNBLU. The theoretical framework relied on agency theory, supported by
financial ratios as operational proxies. The analysis focused on whether
autonomy status influenced the magnitude and impact of agency costs. The
findings were expected to provide conceptual contributions to the governance
literature and practical insights for policy refinement in Indonesian higher
education.
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3. METHODS

This study aimed to examine the relationship between agency costs and
the performance of Indonesian state universities by focusing on two
institutional types: Legal Entity Universities (PTNBH) and Public Service Agency
Universities (PTNBLU). The main variables in this study included agency costs
as the independent variable and university performance as the dependent
variable. Agency costs were operationalized using two financial proxies,
namely the Operating Expense Ratio (OER) and Asset Turnover Ratio (ATR).
Institutional status (PTNBH vs. PTNBLU) functioned as a moderating variable.

The population of this study consisted of all public universities under the
Ministry of Education, Culture, Research, and Technology in Indonesia. The
sample included all PTNBH and PTNBLU institutions with complete financial
and performance data for the period 2020 to 2023. A saturated sampling
technique was used to ensure that all eligible institutions were represented in
the dataset. Data were collected from two primary sources. Institutional
performance data were obtained from the official government portal for
higher education performance monitoring, specifically from the Indikator
Kinerja Utama (IKU). Financial data were derived from audited financial
statements published on each university's official website. The total number
of valid observations after data cleaning amounted to 110, consisting of data
from 21 PTNBH and 30 PTNBLU institutions over a four-year period.

The research employed a causal-comparative design with a quantitative
approach. The first analytical stage involved descriptive statistics to compare
the average values of OER, ATR, and IKU scores across the two institutional
types. Data normality and variance homogeneity tests were conducted using
the Kolmogorov-Smirnov and Levene tests to determine the appropriate
statistical method for group comparisons. An independent sample t-test was
applied to test differences in agency cost between PTNBH and PTNBLU.

A hierarchical regression analysis was used to examine the effect of agency
cost on university performance. The first regression model included OER and
ATR as predictors. The second model added institutional status as a
moderating variable to test its influence on the relationship between agency
cost and performance. The regression equations estimated the degree to which
operational efficiency and asset utilization contributed to performance
outcomes. Hypotheses related to differences in agency cost and its impact on
performance were tested implicitly through statistical significance in both
models.
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The analysis provided empirical evidence regarding the association
between financial efficiency and institutional performance within different
university governance frameworks. This approach allowed for a more nuanced
understanding of how autonomy influenced cost structures and performance
dynamics in public universities.

4. RESULTS AND DISCUSSION

PTNBH institutions consistently achieved higher Key Performance
Indicator (IKU) scores than PTNBLU. The score disparity reflected the impact
of structural autonomy on university performance. This result supported Al
Gharsi et al. (2024), who stated that institutional autonomy strengthened
strategy development and increased academic productivity. The performance
advantage of PTNBH confirmed the significance of self-governance in
enhancing responsiveness to external and internal demands.

Table 1 Descriptive statistics

Y X1 X2
PTNBLU PTNBH PTNBLU PTNBH PTNBLU PTNBH

Mean 55,92 65,92 Mean 0,72 0,90 Mean 0,19 0,52
Std Error 1,74 1,60 Std Error 0,04 0,02 Std Error 0,02 0,02
Median 58 69,11 Median 0,85 0,93 Median 0,15 0,52
Std Dev 13,59 11,20 Std Dev 0,32 0,11 Std Dev 0,14 0,13
Count 61 49 Count 61 49,00 Count 61 49

Largest 78 80 Largest 1,13 1,09 Largest 0,70 0,74
Smallest 29 40 Smallest 0,02 0,66 Smallest 0,00 0,23

Source : secondary data processed, 2025

Operating Expense Ratio (OER) values were higher in PTNBH, indicating
greater spending flexibility. According to Jensen and Meckling (1976), elevated
operational expenses represented agency costs that emerged from delegated
authority, especially when monitoring mechanisms were weak. This finding
aligned with their argument that increased autonomy introduced inefficiencies
when managerial interests deviated from those of the principal. Mehmood
(2021), however, offered a more optimistic interpretation by arguing that high
operating costs in universities could reflect deliberate investments in
improving service quality, infrastructure, and student outcomes.

Asset Turnover Ratio (ATR) values were also higher in PTNBH, signaling
more efficient use of assets. Ang et al. (2000) noted that asset turnover served
as an inverse indicator of agency cost. Higher ATR implied more effective asset
management and alignment with organizational goals. The finding indicated
that despite increased operational costs, PTNBH institutions managed to
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optimize asset productivity. This efficiency partially offset the risk of agency
costs by generating performance value from resource utilization.

Inferential analysis confirmed significant differences in both OER and ATR
between PTNBH and PTNBLU. The t-statistics and one-tailed p-values indicated
that PTNBH incurred significantly higher agency costs and achieved better
asset efficiency. These findings validated the hypothesis that governance
structure influenced agency cost behavior and performance outcomes.

Table 2 t-Test: Two-Sample Assuming Unequal Variances

X1 PTNBLU X1 PTNBH X2 _PTNBLU X2 _PTNBH

Mean 0,72 0,90 0,19 0,52
Variance 0,10 0,01 0,02 0,02
Observations 61 49 61 49
Hypothesized Mean 0 0

Difference

df 77 107

t Stat -4,172362 -12,714801

P(T<=t) one-tail 0,000039 0,000000

t Critical one-tail 1,664885 1,659219

P(T<=t) two-tail 0,000078 0,000000

t Critical two-tail 1,991254 1,982383

Source : Secondary data processed, 2025

Regression analysis revealed that OER had a significant negative effect on
performance. This result supported the argument made by Singh and
Davidson (2003), who concluded that unmanaged expenses could erode
organizational performance by increasing agency costs. ATR, on the other
hand, had a significant positive effect on performance, confirming the
efficiency-enhancing role of resource optimization. These findings aligned
with Sulaeman (2022), who observed that Indonesian PTNBLU institutions
often struggled with efficiency, which affected their overall performance
metrics.

Table 4 Hierarchical Regression Analysis Test Result

Description Model 1 Model 2
N-Obs 110 110
B0 Intercept 64,18 * 88,99
B1(OER) -10,82 * -15,78
B2(ATR) 14,41 * -17,08
B3(Status) -18,55
R Square 0,07 0,253
F 4,055 * 11,998
*sig : 0,05

Source : Data Processed 2025
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Institutional status served as a moderating factor. The inclusion of PTNBH
vs. PTNBLU status in the regression model increased the explained variance
from 7% to 25.3%, indicating a substantial influence of structural governance.
Gujarati (2009) explained that when regression lines are parallel but intercepts
differ, group identity shifts baseline performance without changing the
relationship between predictors and outcomes. This pattern appeared in the
results, where PTNBH maintained a higher performance baseline but shared
similar slope directions with PTNBLU in relation to OER and ATR.

These findings emphasized the dual nature of autonomy. On one side,
PTNBH institutions demonstrated stronger strategic outcomes and asset use,
as noted by Gharsi et al. (2024) and Urbanek (2020). On the other, they incurred
higher agency costs, which demanded stronger oversight to ensure spending
produced measurable value. In contrast, PTNBLU showed lower cost variability
but underperformed on key outcomes. The distinction highlighted by Kivisto
(2008) remained relevant: decentralization allowed for innovation but required
embedded accountability to mitigate risks associated with discretion.

The results provided empirical support for agency theory in higher
education governance. Autonomy and performance were not linearly related.
Structural conditions, financial practices, and incentive systems determined
whether autonomy would generate public value or institutional inefficiency.
The findings also echoed New Public Management principles (Pollitt &
Bouckaert, 2011), which emphasized that public sector institutions should be
assessed based on outcomes rather than procedural adherence. The regression
results confirmed that resource allocation mattered only when linked to
performance impacts.

5. CONCLUSION

This study concluded that agency costs influenced the performance of
Indonesian state universities and varied depending on their governance
structure. Universities with greater autonomy demonstrated stronger
performance outcomes but also incurred higher operational costs, which
reflected both the opportunities and risks embedded in decentralized
management. The findings confirmed that while autonomy supported more
strategic asset utilization, it also increased the complexity of financial
oversight, reinforcing the principal-agent conflict described in agency theory.
Institutional status played a moderating role by shaping how financial
behavior translated into educational outcomes. These findings addressed the
research questions concerning the variation of agency costs and their impact
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on performance, and fulfilled the study's objective of examining efficiency
within differentiated autonomy regimes. The research contributed to the
theoretical development of agency theory in the public sector and offered
practical implications for policymakers to design accountability mechanisms
tailored to institutional governance levels in higher education.
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