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CHAPTER I 

INTRODUCTION 

 

1.1 BACKGROUND OF THE STUDY 

The role of human in a company is very important because the 

ability of human resources affect the performance of an organization. 

Human resources can be interpreted as employees or labor. Labor is 

one of the difficult problems faced by the company due to the 

existence of a competent workforce then the company can survive and 

achieve the expected goals. Therefore, companies must be able to 

control human resources and able to meet the goals to be achieved by 

the workforce i.e. the company as a place to earn a living. 

One way to fulfill the objectives to be achieved by workers is 

by the fulfillment of compensation. Such compensation is often 

referred as salary, where salary is defined as a gift of work 

accomplishment that has been achieved from a worker. Salary which 

is a benchmark achievement of the labor requires accuracy in the 

placement, classification, recording and payment (Kadarisman, 2012). 

Payment must be made professionally or in other words in punctual in 

accordance with the agreement so that no conflicts arise between the 

company and employees. Since the agreement between the company 

and its employees, the employee will provide services for the 

compensation of services that have been given. 

The success of a company can be seen from the profit that they 

obtain which shown in income statement. Profit is affected by income 

and expenses. Imbalance between the flow of income and expense 

will raise a fluctuation in profit. Research conducted by Suryanih 

(2011) said that the fluctuation of net income in the organization is 

affected by an expense which is salary expense. Salary expense is one 

of the expenses directly affected against net income. The more 
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workers in a company, the more expenses are incurred by the 

company. As income statement is the benchmark of one’s company 

performance, the salary expense has a big part in affecting the income 

statement. Therefore, every organization must consider the issue 

related to the salary expense.  

Salary issues are a critical issue because it consists of many 

risks, especially concerning the risk to manipulate such as the 

existence of fictitious employees, and wasting such as the inaccuracy 

of the payroll administration in recording the data, adjustment of 

salary and other possibilities such as payroll timeliness, termination of 

unilateral contract. For avoiding the risk of such manipulate and 

waste, internal control should be in place, where internal control aims 

to protect corporate property, provide objective data, encourage 

operational efficiency, and encourage compliance with established 

policies. With the existence of internal control, it is expected to ensure 

that the recognition and payment of salary is in accordance with what 

is agreed with the employees. Avoiding those risks can keep the 

relationship between the organization and its employees. 

Apart from that, it should be realized that the occurrence of 

manipulating and wasting does not mean the internal control system is 

weak, but it is a sign that there is a shortage in the internal control, 

which must be investigated what is the cause. Good internal control in 

a company is an absolute matter, but good internal control is not 

enough, it is necessary for the internal audit staff to improve the 

internal control because internal auditor is demanded to give an 

objective and independent result (Ardianingsih, 2018). 

Internal audit activities are the aims of this research because 

the influence of internal audit on the effectiveness of salary 

management either directly or indirectly can determine the successful 

rate of development of a company. 
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As there is an internal audit, it is expected that errors arising 

from human beings will be limited, because in general, people will act 

more carefully in carrying out the tasks assigned to them if they know 

that an audit will be held on the results of their work. This causes 

them to strive to achieve maximum results so that the company can 

benefit (Hery, 2010). 

In this study, researcher used the research object at PT. Kreatif 

Jaya Mandiri, where this company has different characteristics from 

previous research. The company is a service company which offering 

service in land clearing, whose work processes focus on field work 

with many workers and in accordance with contracts. The contract 

always changes according to the term of the employment contract, 

except on the permanent employees. In the previous research 

conducted by Tampi and Tinangon (2015), the object research is a 

retail company whose activities are related with selling and buying 

goods.  

Internal control on salary management system especially in 

Service Company is a great topic to be discussed because it consists of 

many workers and many risks that can affected the salary expense. 

Based on the phenomenon that has been disclosed in this 

study, the researchers are interested to conduct research studies by 

looking at "The Role of Internal Control to Support the 

Effectiveness of Salary Management System at PT. Kreatif Jaya 

Mandiri". 
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1.2 PROBLEM FORMULATION 

Based on the background that has been disclosed above, then 

the formulation of the problem in this study are as follows: 

1. How is the implementation of internal control on salary 

management system at PT. Kreatif Jaya Mandiri? 

2. Has the implementation of internal control on salary 

management system at PT. Kreatif Jaya Mandiri 

appropriate compare to COSO? 

3. Has the internal control on salary management system at 

PT. Kreatif Jaya Mandiri been effective? 

 

1.3 RESEARH FOCUS 

To help the authors in analyzing the results of research, this 

study focused on salary management systems, risks and internal 

controls. 

 

1.4 OBJECTIVE OF THE RESEARCH 

The objectives to be achieved from this research are as 

follows: 

1. To analyze the implementation of internal control on salary 

management system at PT. Kreatif Jaya Mandiri. 

2. To analyze the implementation of internal control 

appropriate compare to COSO. 

3. To analyze the effectiveness of the internal control on 

salary management system at PT. Kreatif Jaya Mandiri. 

 

1.5 BENEFIT OF THE RESEARCH 

Research about The Role of Internal Control to Support the 

Effectiveness of Salary Management System at PT. Kreatif Jaya 

Mandiri is expected to be useful for all interested parties and besides, 

this research can give benefit: 
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1.5.1 THEORETICAL BENEFIT 

The theoretical benefits in this study are: 

1. For writers, this research is expected to give an idea of 

how the theory about internal control on salary 

management is applied in the business world to gain more 

insight. 

2. For readers, can add insight in the field of audit especially 

internal control on salary management system. 

3. For academic, this research can be used as a reference for 

other researchers who want to do a research with the same 

topic in salary management system. 

 

1.5.2 PRACTICAL BENEFIT 

The practical benefits in this study are: 

1. This research is expected to give recommendation for PT. 

Kreatif Jaya Mandiri to improve the internal control on 

salary management system. 

2. This study is expected to fill the gaps lack from the earlier 

research and to be a reference for further research. 

 

1.6 SYSTEMS OF WRITING 

To understand more clearly this report, this report is grouped 

into several sub-chapters with systematic delivery as follows: 

CHAPTER I:   INTRODUCTION 

The first chapter provides the insights of 

background of study, problem formulation, 

research focus, research objective, benefit of the 

research, and systems of writing. In the 

background of study, it emphasized the risk that 

occurs in the salary management system and 

how internal control plays a role in solving the 
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risk. Problem formulation contains questions 

related to the phenomenon and obtains those 

answers through the research to achieve the 

research objective. It is expected that this 

research can be benefit for others. The last part 

of this chapter contains the summary of each 

chapter that is discussed in this research. 

CHAPTER II:          LITERATURE REVIEW 

This chapter explains about internal control, 

COSO approach, and risk related with the salary 

management system as theoretical background 

in the form of understanding and definitions 

derived from the citation of books and websites 

related to the preparation of reports and some 

literature reviews related to the research. This 

chapter also elaborates the previous research and 

framework of thinking as a brief description of 

the research. 

CHAPTER III:        RESEARCH METHODOLOGY 

This chapter discusses the research design that 

suitable for the research. This chapter describes 

about the research objects, the method in 

collecting the data and the method to analyze the 

data. This research is using qualitative method 

in the form of case study approach. The data is 

collected through interview which is 

unstructured interview. This interview is done as 

the writer does an observation. The data is also 

collected through other documents related to the 

research such as payroll report, loan receipt and 

additional data related with payroll report. This 
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chapter also discuss about the step of analysis 

the data including the understanding of 

company, determine key risk and key control, 

compare the control with COSO, identify the 

findings, and making conclusion, implication 

and recommendation. 

CHAPTER IV:        DATA ANALYSIS AND DISCUSSION 

In this chapter the writer discusses a brief 

description about the research object and 

analyzes the data that related to the object. In 

addition, this chapter also discuss about the 

activities, risk, control, activities appropriate 

with COSO, compare the control with COSO, 

and discuss the findings. 

CHAPTER V:          CONCLUSION AND RECOMMENDATION 

This chapter concludes the research results, 

implication and gives recommendation for the 

company to improve their internal control on 

salary management system. This 

recommendation expected to be useful for the 

company and those who have interest in this 

research. 


