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Abstract

This research intended to determine the effect of education facilities, health facilities, income
and security level to residential property value in Bandung, by using panel data on 27 housing
complex in Bandung with the observation time of 2012 to 2016, the residential property divided
into three small, medium and luxury types by using multiple regression analysis so it is known
that educational facilities, health facilities, income per capita and security are very significant
effect to residential property values for medium type, but for small and luxurious types,
educational facilities are not give a significant effect to the residential property value and health
facilities also do not give a significant effect on the residential property value on luxury type,
while two other variables, income and security give a significant effect on the each type of
residential property, with the income being the largest factor in the establishment of the

residential property value.

Keywords: Residential Property Value, Panel Data, Facilities, Income Level, Security Level
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INTRODUCTION

Problems in property appraisers, especially for residential, not on internal factors but on external
factors, on internal factors can be easily seen that is by looking at the area of land, building area
and type of building and building materials used, it can be directly conveyed in the form of value
based on the price is applicable, but for external factors we cannot directly assess a residential
because it is closely related to the environment that can increase or decrease the value of the
residential.

Education and health facilities are required to be provided by the residential areas to
support the activities of its inhabitants in meeting the basic needs of education and health, in
this case housing developers who have large capital can build their own educational facilities
and health facilities that are operated by private parties in the region settlements are built, but if
they do not have a large budget to build the facility election location close to health and
education facilities will also increase the residential property value. (Primaningtyas: 2012) in the
presence of good facilities and adequate it will provide a positive value for consumers in case of
shortcomings in other parts. With the more complete facilities offered, the more expensive the
property tariff will be. Due to the limited land located in the city center, the housing moves far
from the city's adequate public facilities but this does not reduce the value of the housing price
even though the location is far from public facilities, The following data of public facilities
education and health in Bandung:

Table 1. Number of Public Facilities for Education and Health in Bandung

_ _ Deviation of
) - Total of Supporting Population Must be )
Education Facilities  Total ) ) ) Education
(according to BSN Indonesia) available

Facilities

Kindergarten 739 1250 people 1,985 1246
Elementary School 1068 1600 people 1,551 483
Junior High School 288 4800 people 517 229
Senior High School 347 4800 people 517 170

. Total of Supporting Population Must be Deviation of
HealthFacilities Total ) ) ) -

(according to BSN Indonesia) available Health Facilities

Hospital 18 100,000 people 25 7
Public Health Centre 74 30,000 people 83 9

Source: Education and Health Office of Bandung and BSN, Year 2014
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Can be seen from table 1, Bandung city has not met the standard number of educational
facilities issued by BSN (National Standardization Agency). The number of educational facilities
in Bandung as many as 2442 both public and private schools consisting of 739 kindergartens,
1068 elementary, 288 junior high school and 347 Senior High School/Vocational High School to
meet the needs of 2,481,469 residents, so ideally Bandung should have 4570 schools. While for
health facilities in Bandung has 18 public and private hospitals and 74 health centers for
2,481,469 residents, ideally Bandung Hurus has 25 hospitals and 83 public health centre.
According to (Natanael: 2015) director of PT Modernland Realty Tbk. Increase in
property prices in stable economic conditions, the average increase in property prices ranges
from 10% - 20% per year. Reinforced by (Firmansyah: 2015) Chairman REI West Java
(Persatuan Perusahaan Realestate Indonesia) increase in property prices in Bandung city can
reach 30% per year in certain areas, the development of residential in Bandung city now leads
to east Bandung because in West Bandung has been solid, while the northern area for the
recharge area and the south prone to flooding. This rise in housing prices cannot be pursued by
an increase in people's incomes, in some cases of developing countries household income
growth is not able to pursue an increase in house prices (Case and Shiller: 2003), given the
very high housing prices for middle- and low-income people, home in cash one has to save for
so long while the need for residential home cannot be delayed and if rent a house it will incur
cost for residence but society do not have that house, so emerge of house financing scheme
with mortgage credit scheme (KPR) to facilitate communities in owning residential homes.

Below is the data of GDP growth per capita of Bandung:

Table 2. Gross Regional Domestic Product at Current Market Prices in Bandung City

2012 2013 2014 2015
GRDP (in million) 119,632,250 129,005,462 138,958,094 149,566,785
GDRP Per capita (in million) 48.7 52.5 56.2 60.3
GDRP Growth per capita 7.17% 7.70% 7.18% 7.17%

Source: Central Bureau of Statistics Bandung, Year2016

Seen from GRDP per capita as indicator of society welfare level of Bandung from year 2012
until year 2015 the average growth between 7% - 8% which very far if compare with mean of
increase of house price in Bandung city 10 - 20% in state stable economic conditions.

Factors that also determine the residential property valueare the level of security of the
region, (Wei-Shong Lin et al: 2014) measures the level of security of property prices with the

number of criminal cases occurring, especially in cases of murder, violence, theft of cars/
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motorcycles, with the number of urbanization of the community to the city of Bandung in addition
to increasing the number of population density, the high number of criminality in Bandung also
increased, according to data BPS crime rate Bandung in the last three years as many as 5877
cases reported in 2012 and 4575 cases reported in year 2013 and increased by 2014 as many
as 4889 cases, and during the year 2015 Bandung is the highest city crime rate in West Java
Province compared with other districts / cities in West Java. But this doesn’t lower interest in
demand for residential properties in Bandunghe city so as to make property values in Bandung

continues to increase.

LITERATURE REVIEW

Residential Property Value

Values can be defined as the meaning and meaning of an item, so it can be interpreted that
something will be valuable when it has a greater benefit than what is sacrificed to get the item.
According to (Rijasa, et al: 2014) the value is an estimate of the economic benefits of goods and
services at a given time, the value of a property may also be interpreted from the price paid by
the buyer to the seller, the buyer is willing to pay if it fits their expectations both now and in the
future which will come, the higher the benefits or benefits provided by the property will increase
its value after compared with the costs incurred to get a property.

Benefit of Residential Property

The benefit of one property especially for a residential property can be enjoyed by a person if the
property is legally owned either permanently or temporarily, the residential property benefits other
than a residence, it can also indirectly eliminate the costs incurred to rent a residence if a person
has not had his / her own residence, the benefit may be interpreted through the rental income
received from the property and the difference in the sale of the property with the initial purchase
also becomes income for the owner. It is also revealed by (Prawoto: 2015) that the purchase of
property is aimed to get the results / profits to restore the initial capital invested. The
characteristics of these benefits can vary from one to another, which can be regular and periodic
cash inflows as well as increased economic value and personal satisfaction of the owner. The way
to measure the benefits also varies the most important is the amount of income earned each year

by operating the property or the profits to be gained from the sale of the property.

Cost of Residential Property
According to (Hidayati and Harjanto: 2014) the costs for property divides into two namely direct

and indirect costs, direct costs represent the cost of labor expenditures and materials used in
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building activities including the profits taken by contractors, whereas indirect costs are
expenditures other than labor and materials such as, architectural services, legal services and
borrowing. And the direct and indirect costs are coupled with the cost of purchasing the plot of
land to be used.

While the factors forming their own values according to (Wijito and Sindang: 2012) are:

1. (Demand). It is an analysis of the person / buyer, what they want / need, financial ability and
willingness to pay as well as the availability of the product.

2. Utility. It is an advantage of a property and the extent to which a property can meet the needs
and wants of potential buyers.

3. Scarcity. It refers to the relativity of the level of property suppliers that can meet potential
buyers.

4. Transferability. Refers to property rights transferable from one party to another

Income per capita

Economic considerations relate to the financial capacity of each occupant of the market area
and their ability to rent or purchase property, the per capita income ts is a picture of the welfare
of a region so as to affect the demand for residential property the higher the per capita income
level in a particular area the higher the purchasing power of the community to buy or pay the DP
and the mortgage will be higher so increase the demand for housing, in accordance with the
factor forming the value proposed by (Wijito and Sindang: 2012) then the more demand for a
good will be high value of the goods. This is also expressed in research (Hui Jiang Sheng et al:
2013) per capita income positively affect the residential property value.

Security Level

House is a refuge for the inhabitants of unwanted human and environmental disturbances. the
level of security in the residential area is a determinant factor in the selection of places to settle,
the more cases of crimes that occur in certain areas the greater the risk of the population
become victims of crime and vice versa fewer crime cases the lower the risk of the population
become victims of crime in other words, the number of crime rates describes the level of
security in the region, as revealed by (Wei-Shong Lin et al. 2014) in their research suggests that

crime rates negatively affect the residential property value in the surrounding area.

Education and health facilities
The public facilities available within a certain area are indispensable in a residential area to

support the daily activities of the residents. The availability of such facilities contributes to the
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value of a property, the human needs of today are not just about eating and drinking, education
and health are now a measure of decent living, the availability of facilities to meet these needs
iS a necessity in a settlement. It is also revealed by (Hui Jiang Sheng et al: 2013) in his research
mentioning infrastructure facilities for primary and secondary schools and hospitals as being a
very closely related facility in daily life of citizens. Therefore the availability of schools and

hospitals in the city can increase the value of property.

RESEARCH METHOD

Research methods are divided into two types. First, to count for dependent variable of
residential property value (y) by using benefit per cost comparison method, adopt concept of
profitability index, second, the research method is an explanation research, where research
aims to test mathematically about the relationship between variables in the hypothesis. The
independent variable consists of education facilities (x1), health facilities (x2), income per capita

(x3), security levels(x4).

Data Sources and Determination

The data taken in this research is panel data that is combination of cross section data which is
27 data of residential property in Bandung area and time series data from 2012 until 2016.
While the type of data in this study is secondary data obtained by various agencies and data
supply housing / brochures obtained from residential property developers. The secondary data
is housing price of 27 samples of residential property in Bandung City in 2012 which can be
obtained from brochures from property developers incorporated in the association of residential
property developers in Indonesia or REI (Real Estate Indonesia) and also on the site https:
/linfoperumahanbandung.com next for the price development 2013 to 2016 researchers use
data from the sale value of tax objects for land and buildings issued by the Regional Revenue
Management Agency of Bandung (BPPD) so that in the price of such property starting from
2012 until 2016, after that the price is converted into value by including the cash inflow element
(rental income and resale price in year t) at a certain time based on cost of capital (with average
mortgage rate = 8%) and divided by initial investment (purchasing price).

For independent variables in the form of educational facilities is the number of
kindergarten, elementary, junior high and high schools managed by the state and private sector
around the area of the housing complex and for health facilities is the number of health center,
Hospitals and doctors practice around complex area housing. As for income data per capita is
the amount of income in the area around the housing complex is divided by the population. The

data obtained from (BPS) Bandung Central Bureau of Statistics, and one other independent
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variable is the level of security measured from the number of criminal cases in the area of the
housing complex, the more cases of crime in the area around the housing complexes then the
level of security will be lower and vice versa the less criminal cases in the area around the
housing complex then the level of security will be higher this data obtained from the Police Town
(Polrestabes) Bandung.

Dependent Variable

The value of residential property (Y) in this study is using the concept of value by comparing the
benefits with the cost incurred so that the benefits gained property owners is the cost of rental
gained and the difference in price at the seller of the house while the cost is the price at the time
of purchase of the property. So to find the value of the property needs to be calculated as

follows:

t CF

) n=177..t
Properties Values= — -
0

Where:

CF: present value of the amount of cash inflow (rental income and resale price in year t) at a
certain time based on the cost of capital that has been specified.

r : Cost of capital (mortgage interest rate)

lo: Initial investment (purchasing price)

Independent Variable

Table 3. Independent Variable

Variable Variabel Concept Measurement Scale
Educational facilities the number of kindergarten, elementary, junior units Ratio
(x1) high and high schools managed by the state

and private sector around the area of the
housing year of 2012 - 2016

Health facilities (x2) the number of health center, Hospitals and units Ratio
doctors practice around complex area housing
year of 2012 - 2016

Income (x3) income per capita is the amount of income in Rupiah Ratio

the area around the housing complex year of

2012 - 2016
Security Level(x4) the number of criminal cases in the area of the The number Ratio
housing complex year of 2012 - 2016 cases
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The analysis model used in this study is multiple linear regressions with panel data that was

adopted from some previous research by doing some adjustment. The research model as

follows:

Y =Bo + Bix1i + Box2i + Bx3it + Bux4 s +eit

Where,

y = Residential Property Value
Bo = constanta;

x1 = Educational Facilities;

x2 = Health Facilities;

x3= Income Per Capita;

x4 = Security Level;

e = Error/Residual

This test must escape the deviation of assumptions of autocorrelation,

normality,

multicollinearity, and heteroscedasticity. The statistical criteria test in multiple linear regression

analysis, t-statistic test, this test to know whether the independent variable partially has a

significant influence on dependent variable.

RESULTS AND DISCUSSION

The effect of facilities, income and security on the residential property value in Bandung City in

this study is divided into three, namely small, medium and luxury house type here is the

estimation result of the research:

Table 4. Estimation Results

Coefficient (b)

Variable Small Medium Luxury
Prob. Prob. Prob.

House House House
X1 (Educational Facilities) 0.085 0.114 0.144* 0.091 0.11 0.239
X2 (Health Facilities) 0.296*** 0,000 0.241%** 0.001 0.101 0.191
X3 (Income Per Capita) 1.958%** 0,000 1.908*** 0,000 1.518*** 0,000
X4 (Security Level) -0.030%** 0,000 -0.031%** 0.003 -0.031** 0.026

Note : significant at 1% (***), at 5% (**) and at 10% (*)
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Effect of Education Facilities on Residential Property Value

-Small House Type

Educational facilities have a value of coefficient b of 0.085 and probability value of 0.114,
meaning that education facilities have a positive but not significant relationship to the value of
small type House properties. With the value of coefficient b of 0.085 means that every 1 percent
increase of educational facilities will increase the residential property value by 0,085 percent,
meaning that the increasing number of educational facilities in the vicinity of the House complex
will increase the residential property value. However, this variable is based on statistical value,
does not significantly affect the residential property value, because residential with a small type
usually located outside the city center away from the educational facilities and also small House
type buyers are more concerned with the cheaper price rather than the availability educational
facilities that exist near the house.

- Medium House Type

Educational facilities have a value of coefficient b of 0.144 and probability value of 0.091,
meaning that the educational facility variables have a positive and significant relation on a =
10% to the value of medium type house properties. With the value of coefficient b of 0.144
means that every 1 percent increase in educational facilities will increase the residential
property value by 0.144 percent, meaning that the increasing number of educational facilities in
the vicinity of the house complex will increase the residential property value. Medium house
type buyers are more concerned about the availability of educational facilities that are located
close to the house area to save expenses, especially for educational facilities run by the
government because it is cheaper than the facilities managed by the private sector.

- Luxury House Type

Educational facilities have a value of coefficient b of 0.110 and probability value of 0.239,
meaning that education facilities have a positive but not significant relationship to residential
property value. With the value of coefficient b of 0.110 means that every 1 percent increase will
increase the residential property value by 0.110 percent, meaning that the increasing number of
educational facilities in the vicinity of the house complex will increase the residential property
value. However, this variable is based on statistical value, does not significantly affect the
residential property value, because house with luxury type does not have to have educational
facilities close to the house complex because they have excess advantages for transportation
costs in reaching good education facilities and high quality, although they have to spend more
on transportation and school fees. Resident’'s types of luxury house are more likely finding

comfort and prestige in choosing a residential location.
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Effect of Health Facilities on Residential Property Value

- Small House Type

Health facilities have a value of coefficient b of 0.296 and a probability value of 0.000, meaning
the health facility variables have a positive and significant relation on a = 1% to the value of
house property on a small type. With the value of coefficient b of 0.296 means that any increase
of 1 percent of health facilities will increase the residential property value by 0.296 percent,
meaning that the increasing number of health facilities in the vicinity of the house complex will
increase the residential property value. Health facilities nowadays have been met in every area,
ranging from doctor practice, public health center/ clinic to hospital. Moreover, practicing
physicians will follow in areas where the occupancy rate is solid.

- Medium House Type

Health facilities have a b coefficient of 0.241 and a probability value of 0.000, meaning that the
variable of the shooting facility has a positive and significant relation on a = 1% to the residential
property value. With the value of coefficient b of 0.241 means that any increase of 1 percent of
health facilities will increase the residential property value by 0.241 percent, meaning that the
increasing number of health facilities in the vicinity of the house complex will increase the value
of medium-type house properties. Similar to the simple house type, health facilities are now
commonly found in every area, ranging from practicing doctors, public health center / clinic to
hospital. Moreover, physicians practice will follow the areas where the occupancy rate is solid,
in accordance with the characteristics of small and medium type house which is the high density
of occupancy. This will attract doctors to open the practice and open the clinic to meet the
needs of the surrounding community.

- Luxury House Type

Health facilities have a coefficient b value of 0.101 and a probability value of 0.191, meaning
that health facilities have a positive but not significant relationship to the value of luxury type
house properties. With the value of coefficient b 0.101 means that any 1 percent increase in
healthcare facilities will increase the value of residential properties by 0.101 percent, in the
luxury house type of health facilities is not an important factor because people living in their
luxury type house tend to look for good quality healthcare facilities even though they are far

from residential areas or they already have their own family doctor.

The Effect of Income Per Capita on Residential Property Value
- Small House Type
Income per capita has the value of coefficient b of 1.958 and probability value of 0.000, meaning

variable income per capita have a positive and significant relation on a = 1% to the residential
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property value. With a coefficient b of 1,958 means that every 1 percent increase in income per
capita will increase the residential property value by 1,958 percent, meaning that the higher
income per capita of the people around the house complex will increase the residential property
value. Income per capita is the biggest factor affect the residential property value, because the
higher income people will increase the demand for residential property, can be seen the value of
coefficient b of 1.958 which means that when a 1% increase will increase the purchasing power
of 1,958% twice as much in purchases for residential properties are now mostly done on credit
(KPR) with a 30 percent down payment. Moreover, the need for habitation is a basic
requirement, if not met will result in the cost to rent. So everyone will give priority to meet the
needs of occupancy, plus the increase in house prices each year that also influence a person's
decision in prioritizing the needs of occupancy.

- Medium House Type

Income per capita has a coefficient b value of 1.908 and a probability value of 0.000, meaning
income per capita has a positive and significant relation on a = 1% to the value of medium
house properties. With a coefficient b of 1,908 means that every 1 percent increase in income
per capita will increase the residential property value by 1,908 percent, meaning that the higher
income per capita of the community around the house complex will increase the residential
property value. For the variable income per capita of each type of house is the same, it’'s the
biggest factor in determining the residential property value.

- Luxury House Type

Income per capita has a coefficient b value of 1.518 and a probability value of 0.000, meaning
variable income per capita has a positive and significant relation on a = 1% to the value of
luxury type house properties. With the value of coefficient b of 1.518 means that every 1 per
cent increases in income per capita will increase the residential property value by 1.518 percent,
meaning that the higher income per capita communities in the vicinity of the house complex will
increase the residential property value. For income per capita each type of house is the same
as the biggest factor in determining the residential property value. But, in case of luxury house is
slightly smaller than the type of simple and medium house because the type of luxury is not a

priority in meeting the needs of occupancy.

The Effect of Security Environment on Residential Properties Value

- Small House Type

The security environment has a coefficient b of -0.030 and a probability value of 0.000, meaning
that the security environment has a negative and significant relation on a = 1% to the value of

small type house property. With a coefficient b of -0.030 means that any 1 percent reduction in

Licensed under Creative Common Page 395


http://ijecm.co.uk/

© Agustianto, Tjandrasa & Sucherly

security environment or an increase in a crime case will decrease the residential property value
by 0.030 percent, meaning that the lower environment of security in the area surrounding the
house complex will decrease the residential property value.

- Medium House Type

The security environment has a coefficient b value of -0.031 and a probability value of 0.003,
meaning that the security environment variable has a negative and significant relation on a =
1% to the value of medium type house property. With a coefficient b of -0.031 means that any 1
percent reduction in security environment or an increase in a crime case will decrease the
residential property value by 0.031 percent, meaning that the lower security environment in the
area surrounding the house complex will decrease the residential property value.

- Luxury House Type

The security environment has a b-coefficient of -0.030 and a probability value of 0.000, meaning
that the security environment variable has a negative and significant relation on a = 1% to the
value of luxury house property. With a coefficient b of - 0.030 means that any 1 percent
reduction in security environment or an increase in a crime case will decrease the residential
property value by 0.030 percent, meaning that the lower security environment in the area
surrounding the house complex will decrease the residential property value.

CONCLUSION

Based on the findings, it can be concluded as:

1. Educational facilities are positively related and have a significant effect on the residential
property value only for medium-sized housing, but do not significantly affect the housing of
simple and luxury types.

2. Health facilities are positively related and have a significant effect on the residential
property value for simple and medium type housing, while for the type of luxury housing does
not significantly affected.

3. Income per capita is positively related and has a significant effect on the residential
property value for all types of housing. And is the biggest factor in affecting the residential
property value in this study, when compared with educational facilities, health facilities and
security level.

4. Security levels are negatively related and have a significant effect on the housing
properties for all types of housing, and give almost the same magnitude of effect on each type

of housing.
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5. Judging from the data of residential property values in Bandung in 2012 until 2016 that
the average property will give more value or property value more than one that is in the third
year after the initial purchase.

LIMITATIONS OF THE CURRENT STUDY

This research is only limited to see the residential property value from external factor, which is
described in independent variable while internal factor not become the focus of research.
Sampling used in this research only at Bandung city, Indonesia, so there may be difference with

result of research elsewhere.
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