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Purpise of the Stmdy: This paper asms to investigaie the medmimg rale of merkeiag performonce oo madyalon-
finpmzial performance refafonship a5 well os oo process copisl-fmmda perfrmoree TefationsAip wsing e pohlidy
listed manufacuring fermas ow the Indoneia Bock Exchang: (10X)

Mietienibalomy: This b6 0 gaantitetive resssrch empimang markennp perfrmancs oz the sedindon vanable. A madinnon
resemrch modd s construcned to test the hypotheses of this vesearch using tse Partial Least Squares Stroctuvel Equation
Modelimg. A per detw sel i prepared which involyes the pubicly listed manudoctnring companies on dee I covening o
renaod of tarteen vears freay 2005 2017

Mlaim ‘hﬂn"ﬁ: Tha resils of tho fetearck |1H'W||]|.' Ihi Tolessang emH menl evleice. Fiaih, |'r|||r|v|:1i||ﬂ |'|n|:r'|'|:n||r|.|.u.'
patigl |y idedhates the solabionslp betaco snovaion and fisangisl perfomane:. Secndly, searkbenng pedfonmance fally
medintes the relationship betneen process caopitsd s financial performance

Comelusdam: Thissidy provides s bt undisrstimdinig of masagirs regandiig e mochanian o hisa imnoiation sffncs
lipmsgin] perliormmcs vin markeling periorma e as well os oy the meckanism of hos . peocess capiial altects finamcnl
performanse via kel perirmnn e

Application/Implication: This study implies thal manogers need (o conbmucasly meodvale. imprve manulacinng
proceses, md ahanee marketing mmmsgemen| b achicve Beer imonaal perfompecs

Kepivwrals: Frsarmcdol Prelormanes, Warketing Perormance, Trmonvaton, Process Capdind, Wargaenomang fmlvairy
Parriad Feaw ."!qhi'nlr.v. .\‘ru.u‘rnm-”-.‘wu.l’wﬂfaﬁd

1T RO T YN

Fivemsaal perlmmance, specilieally profitabidity perbormances, & the sl imperbm! mensucs for poofit-oricatsd Limme &
[irwa Baci En crampaii walh oiher firmie = the eearket s ampasahve .ld'r.'n:hr]. ancl EﬂHHI [immrcial ||:rf|.|l|.'“.||1:u. A
st ot nsan 12005 o0 the Raacial ressliones of @x of the Birgess Swedish companice revestod thal & profiinble core
cepevaliom i couciad for achieving stiong Gamsosl resilioeee. Funber salyiis of tee sady demorsteated than ovaeers with
o I-|q1|:|:-l.|:|1r| corvazt tahiend, vehis el a prast <l tha |rr|rﬁ|. liow Tlissire -d'|:|||.113i.||E Tuises, e ol sl |

The mmulchmeg sedbo plas an impoeimi role in e Iskleonsan ecomomy. Keamily, il nes eo mportand
|:||:|]|:|1*||:-| |‘:n|||:|.. Ui dew pvericis drder comlmie o dechime H:u:lm-c"n_... the Pl cots raa e I ke .l:lrl.'uuﬂ. o the
VS dallar, Thas suggeses tat innavation and proces capital ae e b cricial determinmis fer markel pafemancs msd
palitability peefocman e of te maeniCkmag companics m islmesia

In the era of moededge eomomy, moovation is considered as the most.eritical delerminani of Brancial performance
Pz s inmrovalion (9 s solnoe ol compelitiveness as well as grawth, Slate il O C200] ) ko That srmsvasim §s o
sirziegy dirocted 81 Che process Of discayery, development. and imphomentation. of new ideas relatal o e dovdopmenit
af proveses, wechaolegees, mmd produsta. Kolkan o ol (20040 argusd that mnevagion 16 ths applisstion. of nee: slees thal
creafe vilue. Process copital 15 another determimmt of paoditabality pecdormance. Different from other udies that focus
o how companics s humsm capital moprocesses, s shndy Riiss on Wb sl of goods sold & g messdn of the
mimulEuring procoss mangganonl A Grm with an efficient marfocasrnimg process will have an elficren) cost prodile
and wall seishe the customers. Chen ol ol (FHED arguad that i oeder b improse the melnbonship with cusiomers, firms
miist rodias coetalmg oveke lime md devidop high quality miemal grocessss.

There are inconsistencies in the previoes sudses (1 Loivae & Tiobjadi. 2002 Baspadarma s & Hei 2005, Darroch, 2005
Cemidny ot ol - 200 1) and ghis research gep motivnles us b condest erther resenrch on $ae suhjeod maller: Thes study
i bodwces a vanable that thesreticallv mediates the effect of inmoyvation on Eascial performunce as well as the effect of
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prassss apital om fisnsdal par s, Ths siody amploys anarketiog pelmims=s as 3 meliamg vaclabds o the
Glllnimg ressms Firsly, markeling performanee i3 8 mesas of lms' sieesss mlwrms of poodust, poce, place, anad
F‘-Irﬂll"ﬂ:im :Inﬂl;iwl I11 ml:r [[5] ';I'rli'ﬂ'l.'ll.'l.' |u.-'||.ul1||u Tl:li.lﬂ'lﬂlﬂl.'l.'_ ] ||rl11 |1:|: Bdn inlrulduul: e Fn':hr.ll E L] rulu||l ||.F
mnovation. Whm marketsg porformancs imsproves. sales will alse merqse, Fagerbog oal (2HAD enaphasize teal new
oty genaraliy have o pesiinve clfect of sales. Secondly, mm eesllent procen decreases mamulsciuring ooy and
LLLIE LR L= mprl;ulipu r.|:|'||,rl'u.|1-:|.: |‘.-|,:-|.'|.|.ua-,|||: it |,:|1|||'r|-m RULE T B I v |.1,l11|:r:|.1||1'n|'r||.'!1k! LHHHETIErE

A newy dlaln sel as prepared whech involves b publsdly hsted munulacinrng frms ami Ehe Tndoaess Sock Eschimpe
10X} during the peried from 2003 o 2007, Samples woro choson wsilig purpesive sempling and rosuliod in 173
ohsarvations. This swly has the follovwang resalis, Frrsthy, it was foumd thol marketimg performance partinlly medintes e
relatimshap betwom innovivm and ool performance. This dsgoesis Bt a O neods 10 mnoyete conlimaosty in
the mmufatriag of new products and processes 0 cehanos marksmy periemmce Forthermese, good marketing
performancy bads 1o betier profitahilily porformaace. Secondly. morkotng perdormance medinivs the mlnbomshep
s prociss capelal and financal perlammice. The decreasmy manilschiomg process cosls caable masagers o
i prove mnarkeiing porficomance, md msckene performmes will Gother inaease fnancial pesformanse.

This resznrch comtributes to the lilersfure o imnoaion megemar, masufaciinng process manngement, marketing
mimmzement amd finance, @ tems of providing emporsal ovdesce on the poblichy lsied manwbcurng Grms” reszarch
aflings. The sudy resulls have prectical implications for managers of manefGewring firms o Indoresio. [Lsugeests thal
mimngars should contmmonsh innovais in both prodects and procesess o omprove marksting and fmonciol performance
1t als suggests that managers skhnld reduce monofectarmg costs inelficiences W drive beller marketn g ond fnoamsoal
performance

Thie rest af the paper iz struchened as follows. Section I presests the litermture review snd hypotheses develapment,
Section 3 disousses the data arfd research method. Sectem 4 peesenls resplts md malysis Section 3 describes the
discussions. Secteon & conclude the study with the mittens wed oppoctimites for fuiure research.

LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT
Inmovaitom

Inpawentoon s ono. ol the doving fonces for susmnoble bmgslom oconomie grosdh (Shokla, 2007 Creabve and
mnevalive ergmidilin oeeds demand sidled vworkers B creilisg, aqoiring, axl ransloneg knowledee and o
modifving bebaviors o reflec) sow knooledze and insights (Rashid A-Thehli & Ahamm, 20197, Ianovation refors to the
pricssz of discovery, development, ond mmplemenistion of new deas related 1o the developmant ol processes.

lechnaslgses, and products (Slater & Cllson, 2001 As the surce of sonspetitiveness and growth. inaovehos plays
crucial ree i erstbmg value in the sl Enowledes comamy. Knowledee 15 increazingly sam as 2 primary Busingss
assell and the bame for mdividesl and organratinnl sssees (FEakoh & Dihmm, 20040 A study by TRnvab sl
Fyebsjnds { 244 4 proved that innovstion strategy postively aflects the finascal perfsrmance of manulichiring companies
m Eetl Jova. Siadics by differenl schalars (Wing & Clime 200% Feman & Lo Focer, IO Alalsy' of sl 2603
Wipliadl 2000, Eee & Jarboul 2006, Faopuithivang & s 20 (8] pronided a ksmmonions owtcome ine whithlinmovaio
has o positive impaicl on finmcnl performance. However, other stodies gonductes] by Darsoch (05 anad Cluneley ot ol

(2001 showed 1t mnovation Sas no alfect! on Gnmcinl performance.. This research gup psiifie e importance of
lurthir sudics.

Praces {apital

A frm will mn efEmmi momnfactaring progess will bave an offigiont cost profile and will satisfthe costomars, S ol
il Sy prgned That forms mus redees cpefiifing ccke bme ansd develop high-geabi memal processes 0 impro
lkﬁr relatxmship wilk custinners & siidy By Wime sl Clane (2008 provides estpondal evidenc thal proces capilal
Ieas 2 pewilive effel on perfiemance. Homever, msolher siudy By Choug ol ol (20100 showed 1hat process capilal
wogaitively affects porformance. This rescanch gap also pistifies for fanthor investigation

Marketing Ferformance

Customer 15 the comtral s in oehiyvmg markeling perfarmanse. An sasy and good mesms loinflumee the castamens is
througd socad meclin marketng, althoogh smme oustooers do oot fmel secure throogh sooal media (Ko ot ol 2007
Product, prece, ploce. ood promotion sicmegies detormeine the seocess of merkeling performaonoe. As a el of
mnosation, ey prodacis are srugial momproving marketing, perfoommes, which svntunlly resulis m the mesas of

JTE [whirs HEsT.in & Tianjadi =i .
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linmgia] parfiemmes As matel by Faeeibeg eal (20047 gew pralo s geismally Tave a posio ve impac oo iaibeting
parformanss. Prowss apial o m elliam) memilscmmng pocess docreases e sosl of goods wold amd snabie
e ey |q'.||1ur||.'u r|1:|r|:|.'1i||] purliq'q'l.-“: :'u] ﬁlmuﬂ rrltr"ll'u't::lrl:l.' |‘|-1. E";“H- ot e ek lir cied iimar

Finansial Perfarmance

Firsmcal performascs, espeialiy r.rl.i-ll.ahlﬂy performencs, & fhe o smpertanl metarne i esuss the bobth ol o
company, Fenaseinl peaforinanee (s alao usel Ton prediciing G Goavcial position s apsateg eesulls sd el o
i achicring tee compiny®s ohjetaves [ Wolne San, 200085 Cerbmienz et o, (2009 ) etated that firms cabibitmg bl high
parposs el clariey hove systematically higher fulars accciiing and siock market pedformmes

Based on the litemtune review, the hypaheses of the siudy are devdoped. Thiz sindy casploys soven hypoibeses as pa
the bollonmg

Innwation and Financial Ferformance

Each Frm needs o produce innovations in s incressmgly competitive business snvirenmeeni. & firm mos be creauve im
devedoping produdds on the pressins of markel demmid or producliod Rchnology' rmpronements SMamian] prociscts o
o ducruess consamers’ dusing 1o oy, When thoy are pol satisfied, cestomers will dlways look for shemeative prodocls
thot confoom g0 their expectations. The moin purpose of the innovation prooess s to provide ond delives hetber gusbomer
valae

Inesovntion is the intradaction oF 8w products or processes ond iz 6 oo com bination of charnetenistics thd align with
polentinl owsiomers” preferences: Innovetion 1 defmed s thespphoation of new ideas that crede soloe (E000m 010l
Z14) lnmmbon must alter the charssiensiics of corment prodects n sech o way that the Willingsess of polenisl
cosemens moneases, [nnovotion is o difficalt process and requires o boost in wechnobogical sdvsscemot chmging
cogomer needs. and shortening preduct life cyeles in mersasng glohal competition

PMrodduct ismovatson is an efliod Gr meet customers”’ expeciabions. Cusomers get oo benelit because usch innovations
can BIGH their needs Product ingevations dee have as impaet oo peaformasce due 1o tlse sheoasee of competaors The
weergsing performance resihiesd Trom new prediecss provdes benefits an lenms of sales growth and peodi peovement

ke abiliy o innosmie mereases survival peobabilize for all fioms and across mdasiry sectors (Ceils & Clecare i, 208908
Calkad Marsili_ 2004d)
Soedies v Fodgen 01T SaailerieComactel and Cegissche-fianckogann (201730 and Bighondi (2013 ) provids empiricsl

evedanee thal lnnriatcon has a |1-|'m1|1|': anwl wﬂ}:ﬁql smpsicl am Fancl e lior i g, The =z tie mnaviinms
ereatcl l;l:, firmea, the betier s dhe finanaal rll'r‘rrrn-u: Fawad m the previss ,Iﬂll"-:'lllll" e Tt h'_l,'Fnlhm v
praqosed a8 fellawa

HI- Innervation e amocmted witk linmscnl porlformencs
Process Capital and Fmamial Performance

Prosess apitnl coalribstes to mproved prosuctiagy end cos recksction fhgogh mome efficient wso of mpsts md allowang
lor Barger producion sesles. Prosess coste peducnons will cerainly hwﬂw'l"': A positive mpst o0 mpreving Geascial
peformance Eifective and dficicnt processes are the goals of every company {Wang & Chomg, 20051 Process capital
refors 1o Lhe ereatim of quality prodiects by aptimizcing the vse of nll resosrces. When a birm @an provade bengfils, thes
cisomers wall b satishel. Ferthermore, ey will continsansty sgpont the firme, A mears effeaoi and offestive prsces
i provexliianced perfonmance (Froom, 19821 A sty comelited by Wang & Chang (20053 provide: cingafcal
wvidaes el misHecaal wapital has g paiive and spificon) lfee on financial perfonmanes. Chon el el (20070 alse
l"‘-lll.'ll.' thal reeEas Lq[lll':ﬂ s 5 Iq}l.i.‘l;i'l\l Hipifu:-| elfect om e’ Fﬂ.‘fl)rnn.uﬂ o b mhoas l‘H-IIlI}I.‘i][lI"-IH!. amal
phareecsuticdl mdusry, The more effice 1 the process, the lower the cosl of goods sodd. and the higher the gioss profit,
This agpursen prstifies ihe development ol the Riliomong seeend ey pothes

HZ: Process copiinl isassooabal with imancal perlormance
Inmovation ane Marketeng Porfirmence

Ineevartion plays a comical rode 1o im indrsasingly fHerce com polition in T Bodness world. nnovation rslias e new ideas
thal P am develogune, producing, and markating new products in ooder o bulld sestinable compelinye adswanlage
Competitive advantags can be schioved if'n fim 1= nble o prosde more salus 4o costomers com pared o 105 competibars
fHarver & Sloter, [99%0]

A0 [whara HEsT.in & Tianjadi =i .
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The gumber of new prodiscss pencralal] Dom odevstoon w0 s an ongact o8 mecesssal sali anl mereesal markas
share, The mers srvative e mpovations aented by Grms, the fewer competitors the Grms wall fee, Bevase of the
i'lqru.'l Il.'|1l:'|.":tl|';ll1_ |':rrr|u ay J£1||.-r|'|1||1|.' Il‘u,l premnim jres :ﬂ'nl.".'.. '|1r\n:h|.‘1:- H'Hh rlIIIrLll '\-ll‘lqr-: wnil Frmiuq i<t Uﬂ“
cailamly inames prodil nEproy ol

Inermtion relies on effective resource wansgersen! (Kl e ol 2007 Munngement must explore the kniwledge
mssezd by emplovess. Developeng diflerent new wlies amd pulime than mie marketng acovalss wall mapoovss
musrkabing perfovmintes. The conlinime crealive process within Grms will ensure Grms airvival sd sestainable prsah.
Continusas caompetitive advaniago <an be schieved By costimnously sdopting botk infemal and external esvisonments.
Inmewrmtions mro needed m morketing strafegses; bath donmg the formulation phage md execunon phase novatize
murketng ativities will dove markaling porlormanee. A slody comducied By Ad-Avdont et gl i20012 ) pronidics ompirical
wvidore that mmoneen ofocts marketng, perfommmes,. Logm med Fronkwick (2017 dso suggest thot dyors are direc
wllocts of marketing resenrch md marketing monngement o marked perlommes, while there are also seod eraved effects
al produgt development and premgz on markel perlowmmce. The Beller the mnovations, the lkeha the markeng
perfirmanes hat will bo achioved by Grms. Fased on e previous arzmmnenis, the feflvwing taird hypethesis iz propossd:

H3 Innovation is associated with marketing perfonmance
Process Capital and Marketing Ferfomance

Eficient business processes wall drvve revenoe i priveman s and oosl redechons, Firms wall improve thar relainship
with vesivamors throsgh shorioning the cyele timo of sporations and developing hegh-quolity intemssl provesizs. This wall

affect morkeling porforesmnce as & whole, A study by Wang sod Chaos (20051 provides empirical evideson that
imbel lectmal copital has & pesitive effect on marketing performance. Firms thet apemte afliosently and effectivedy will be
preforred by oomsimers becoume of betier services. A sy by Trojoge o al (20007 in 252 Ausinbom manuiacising

firms dumonsireted that mhound supply performancs and lean prodoction procossos offect competitive porformance.
Based on the wrgaments. de folbowing foarth kypothesis 5 developed:

H4 :I-'lrp.:-:-.'am|:i:|ul s assecimed with mewbeting performance
Mavketing Ferformance snd Financinl Performanee

Mickating perforsiencs is o crigoal part of the overall pedorssmee. Marketing perfommece i4 eleo repanded as the
e ization '3 ability o iransform. il § m the feee of eavironmental cladlenge: o bosg-teem amaval oo & Hing
190H) Morketing perfonmmce is 0 messune of nchievemant in markehng odivities. A stody by Snoth cod Chaeg (20010

i Taiwan showed the important role of gesd customer seoice on Kealty asd perfoemssce. Good marketing

performence is reflected v Bigh sodes valoie and inorensng ssles volame that sffecis frma’ peofits. e ol al (2015
repomed it morketing departiwenis conld power and predict the fomre financinl performance of fimms. [ oeo oo
Frombwick (20017 ) shved that there is & direct elfed of marketing mmagemsont on fisancsl perfarmmmee. =heet 1l
{2010 revealed theat morketing porformoance his s effect o8 Gl perftemomos. A study Lo ool (20050 showed

that bipher geadact ket compesition is ameesaed with kever Rem perfiwmance. Thin sgumest justifies the fllowing
il hpothess:

H= ll:rh:luu r:l’ﬁrrhml:l: 1% sl warlh (esameial Fl.'rﬁ.rn:nu:
Marketing Ferformonce mediades Innovason-Finangial Performance I-ul:.rhmm,‘l

lacns dnisve pembis of previons gudes regarding the effeet of mpavation on Bnancial pesfaimance indscase the e e
al niher vaiinhles thar mugit o cdiate e relationahlp (Chavlay el J00 ), Pelgenn JD A peileri-Liicue & Cr-ie-
I'.'I.lllll.liluu ALY, Mhpdiprdy X0V Tuan 8 al 21106 The UYL b szl 11 |:l|'|.'l'|||J-¢:~| 1Recyctal nid l;l:l1|Hlll;l.I| Aupapr
that imsovatsm o asecated with masketaig performanes amd marketap performance e sssocated with fioascal
pertormance. Chasie and Seott (2000 dated that wnovahon enatibel manageisast fo solve makeng problems. to
Tl ciksbos a eapectalims, B0 Dells somineiecahze poducis ad o Bzl i likiien imin ke pefism e

Doty wtonl (20010 angead that hirms stk proded mocabons donot eiperemes good lineeoal palormance becsaiss
My e g i et be Sllowed by pood devcopeient and (o ploten Glion of marketiog a<uiyities, 2l goal
(2001 ) vl ihat macked oriisis help the firm n sdupiing to morkel needs mnd m e alfocis baa ks’ businees
peformance. Thie mdeeates that marketing perlfirmance hag an ampootant vole o medafing the relationding helee
ienavation and finascal performasee This arpumme jost s the developssent of the Gllowing sisth hyvpothasis

Hie Markatmg performance meciates e rebasonship betweam mmenatsm and linangsal perfirmance

BT [whira HEsT. N & Tianjadi =i .
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Markerimg Ferformance mediades Frooess Capital-Finandal Ferformance Relatombip

Incoadusve resalls of prevons sodies by bath Wimg and Chmg 2005 reganding the effect of mbelectal onpital
meludey proces capilal oo Onmmacial periommemes alas adicate the edaience of clbér vansbles hat smght medialis the
melatimshipe. Tho provieus discession also prowvsdes theorctical and empincl suppans thal procoss apial affocs
marketng perforesence and morkeling perfonmnnee offects Gnancial performence. However, firms nuth good progess
camizl do nol alwass capermi ol Tmmcil 'pl.'-rfl.a'nl:.uu-l‘.‘ ol the lirms only $ooms oo eperifion processes. Baplon med
Bewtim (2000 argme thal humcn capilal com pelmaes mud be excellent in order o supparn inbeiinl busingss LRSS
mapaly operntion mMonagETant procesees. CEILD MMLAToNL processes, and inmoralion processes s owall ar social
and repulnlory processes. Schraommeklein sl Morschetl (50600 stnled That logssto quality and sles perfiomasce alfect
Tmanviial perlirmmce. Bl ol ol (2000 also stated thal a geod cestomer rdlationship alfects now produel parliemanoe,
and dem i will afficct Boure performanes, Cliong o o 020010 showed et cilician opoaton proocsscs G0 oo fimms”
performaney via good customer relitionship in the Amencan healthear indusre. v o0 o (7010 angred that oprations
capabiiiny fally mochabes e refatimskip betvom marketing cupsbalily ond finuscsd perfarmance. Thielone, e betla
the prowess capifal slone insormul bosiness processes, melsding marketing setivities, the beller the Gnancigl pafrmance.
Those argumonts: load o the formulation of the sevoith hypothosis, as follows:

HT: Markeimp perlformance medinies e relaBonship beiveen imnovatio and fimzncad perfoomance

( E Humanities & Soclal Sciences Raviews

Rused o the previous discossions, Figane | presents the sescarch framewark

Finaniial
1P list i aiae

Figue | RBesenrch Framework
Figare 1 sliows the reschich ek fon dubs wmdy, which (nvessipnss the fsass ol wbether (1) mpovation i
aemoceiud with Bnancial perbormonee. () procwss capital = assocated with financal perfommes (3] innovahion b
acwralind wuih murkﬂllnﬂ I'dﬂ":'q-_m-xﬂw (e pracpes -|:||an| e meoembel stk rrq.uhulnu_ I'H.'l"l:tm. 5] markehng
peifonnanee s assocakd with Goancial perfrmaies (6 makamng perfommeic medatss B eiationship bemce

mavation il finansaal perlarmisce, and (7) marketng paformmnes malistes e relationship beinesa innsnation ansl
linameial performmes. An apphication of WARF PLYS versien 540 wne wagd 1o bes the hypathesss

SEE THODOLOGY

Sample Selectbon

We derive par sample from e Bndonesin Sinck Fxchan pe (10X} websine in the foem of finoncad stsements of publicly
listec panu Eicturaig fimas for e period of chites vears froim 2015 402007, Manulociuring e nie seleciad becase
they Bave rebatively mode complex biances processes, havdy ey on idnemblions sid peecess capaial b maximize
prafit, The porporave sampling method i« omphoyet wsing the following eritenia Firse the fimm must pulsdish coin plete
finamcial siniements as of [December 31 o show the asset vales, et pml'u: i leeis, cosi al g_-mul:-; solld, average Inveniory
and sles value fon the =T Hecond, the firm ksl repeart rewsneh and |l|:"|'|:||_|l|:|h:ll [SYE= P |]I.rq'.|.! the pl.:lil.d ol 20015
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2007 Thind, g lin st bavs complene dara iesded For thin ssly, Tabls | shows the sapling jrossss msultiog m 173
wisrvaliona For feriher analvsis

Talble 13 Sampimg Privees

M Critena Mumher of Firons JEI5-2007
Mumbey off Binancial statements of moane Boturm g Eroma haed oo the 117X

L fox thin peiod of 2005-2087 clicidd
2 Mumber of Onancial slalements which dhiened repont RED Expenss I.165
3 Mumher of Anancial stalements which connod be sceessed in
4 Mumnber of linangial sialements which dhe not provide wmpleiz dala 1
lotal Dibaesvable Samples K]

Measiremend of Finaneial Performance

Firsnaal perinmmo: m hie swody oz Eelimed as the profiabaliy Bl relers w tse condivon of the boticen lie of o
prafil-origntesd firm in o serlain pericd. Finaneial perlormases is represcnted by the profitshlity perfonmaecs mensirsd
by b return oo seset (HO& ) Therefnne, the mamminide of RO& 0 mesared vsing the Sillowing foomala:

Eﬁr:ll:‘ belure wmirasrdinany Hedas
=

£p
Total asset

Measurcmeni of Inpeveaion

Inearvatio m This =wdy os doelmed oz ke Grms’ ellirls B dscover s Bry conmuoss smpraemenls ool and' i
diffiment methosds md Wwobmologics, cosl maduckion as well o5 my dovdopnwal W mes) customer nodds [movivalisn i
muamared nmng o proxy of messarch and develapmuni expones and cateslaied uaing the flloving formals

R&D Fxpense

INNOVATION = ————————
Average total asset

Ml acsur eriend off Process (Capital

Froces copital i this sudy s delimed os the efficiency of the maafciureg proceis. The oo of goods sceld growil was
eqploved os a proxy for measuning process efficiency. Caost of gonds sold consists of direct matenal, direcs Inhor aed
facery cverhend cists. When o fGrm con efficiently manege s respunces dunng manafciney, processes. ihe cost of
goods sold decreases ond o con gencosie move gross peedfit A fem that performs well 5 & firm tha moneees s
production process by reducing production time mod inpets as well oz improving peodect geadity. Prooess copitall is
mieasared by o proco of the growth of the cost of goods sold vane $ve [ollowing formule.

COGSE) = DOES(E=1)

FROCESS =
COGS(t— 1)

Slasurensent of Mavketing Perfomaace
Mikenng performance w this study 12 definad os the resell ol the overall markem g achivinies mesared by sale
Mirkeiing pesfinmance i5 messaral usog the following fromuls
MP = log SALES
Comirnl Variables

This stady als emploas four contral vanebles that are commonly usad in the previens ressarch, nomeh: irm azxe,
levermnge, the Boarnd of commesgoners, med boand of directors. Firm size 18 mensured b che fogarihm of 18e togad nsset.
Levernge os mensuiad by the raten of debt o the totsl eoet Boand of commesssoner refos b the oumber of
comvmissioniers. Poard of direciars also refers 10 the nomber of directors

Analvsis Bethod

Fivtesd Ehe hiypieses of the ansdy, the parhal leost suare sAmcinrs] efidsm modsdmg (F15-5EM} ans emploved for
the Folkpaing ressass First it ssolimeoeslv asfiles & solwe |||-u||.i|ﬂ-= depesdent and indepandant vannhlzs Second, i
is susiohle for bandling small sssiple see Thind, it does not desand o sonmol distributional assamptien (Ol 19005,
BT
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RESEARCH RESULTS

Thescriprive Statistics

Table 2 prvades. dessnptize stntistsss af all aneabies melodsd u this sludy. Results of slessmplive solistss el the
ldlomamg nslings. Furst, finanal performimes (RO} af the ssopds linms is relatively homogaeooe (msan: 9, 045 sl
atndad deviatsm: OO0 This sulscaies thal most sampls firrse hive sinolar cagubdhitie: m Fl'Ltl'IIi'lth!.r Sanzond,
Al Wi G panees 1e heteroganeis (e Q003 and siamdand deviateon; 0004y Thie iwleaies s ple
lirms might bave dilTereni polises in lemms of seating valwe throogh mnavations sed spendng B&D eapense somparsd
o thair pepete. Third, the proges: copatnd (PROCESS) ol the sample firms 1s-melatredy homopmeots {mens - 0328 angd
standnd deviation: LTEE] This shiws that mest sample Bons Bave redatively amilar apabiblgs momanaging the
mimufadunng prsgss. Fourth, marketing - perfommmes of the sample fioms i3 rdalively belerogoseoas (msan
26 2300, 000 M, standland devaation: 1561 0000, 000000, This reveals thal most ssmple Grma vary i achsening sales
Erirdh

Talde 2; Descriplive Slahsies

[t Fedwddian Bl i Bl 2 v sundind Devanon
FP 1 (M L AR s Lk A
TR ATHE 0 [HCY )] LHE) 1 X1k ] 00
PHONICSE MATE L ={hAr LRk | LT
SALES GRS 00 DK A THS NI CEH) 3 0, T 000, (D B2 0000, [ 000 B 561000 0G0 200
TASEET S0 DO O o 2 1S TR D CNH RS B TR (M & 330000 D T N0 R DL M) S0
LEWERMIE [ L ¥ 052 . TH LT3 0.3zl
BOC F00E 5000 1 LRI |.ET3
Rle 5 A0 5 b . !E-I'H:? 2.1

Mot FI'or fmascol performsais i commg bolme oinsosdinary bems dividad ey woinl aeso (W04 FRHOARTIOHN b8 REDY copone divided Iy
ial asect, FROMCESS s COGE growth. SALES iswal sdes i @ oo, TASSET i3 re0l g in o vear. LEVERAGE i+ wigl lidd diis divided by
s et ENCRY i ot ool irdpibedet O oo s e, EROLY b6 oo torial mmamntor of derechods

Peaisam Caraelation

Tasle 3 peovedes the resull o Pegson conrelatyim tesl, ek s comlucie] e delemme the Lk relabonaheg belveon
ton rowdom vanebles (Choa o ol 2000 Tovosmee aad proceds have no sigmficant correlstion 1o the Tmasois]
performance. Markel perfarmance apgl odleer comtrol wnnehles are significantly correlnied wath financial peformance

Tabde 3: Pearson Covrelatim

(1] 2] I3} 1] 15 ] i [
LRE L]
L] F®
e [
2] IRV A TION
(0.5
NETurLE AL | L
1] PROCESS
1 o, VI | I 5
adde™ 11,131 AL 141° 1.0
[4] w4
CRULCCOTR (0 R 1
. 0360 014KIA oS 09T 1L 0
| 5] FRIZE
RIRLLAT] [l REAR T [RUREEY] NIRITELY]
T ET 1 [ I 8 & L0054 1T j B
(6] LEVERAGE
IRLAL L] {215 [RUEIEES] (NATR) [ [N N g
[V 3 e 115 N 71 T 1 1 I . A 1 |- | (0
[7] B
(B0 (R236) 0465 (00 AT (7]
— 03z A0S0 0B 035277 38T HJ13ETT hdasdTT 1o
RN Jidnd) .73 [NIRILELY] [[EECE] MEHHD [LIN TR
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1] 121 (31 1] 15 i) il (8]

= e e el -

bksic: B ar i ml parft i mnza bk iy wens d.wlld b balal et ||1l|'].l'l.i: THECA AT 10 L&D
iveded b lidal gusci, | HIH-ESS s I:)I:HI"G g'u_ln'll LS tistal wales oA ver ||'.'“I"I|'I' in Wil awes @ 0 v LEVERALE, i fnal
lsbilities divaded by wotal asser: BEHC i3 the lobn] moasber of conmisioners. BULY is ohe tom] ninmber of diresisn

Structural Mudel Analysis

We use e saciuml model analvsis b lest the by pothssized rdationships. paricalarly to mvessgale: () whether the
elleet of wocntion oF lnmelal peckiinne is dired o medianed By marketing pafmmmee. snd (2] whetlie e elfen
al provess capifal on finaneinl parlormange i direst or madeted e morksimg perfarmamea A stepped opproach i wesd
m e functionimp of strocharal modsd makysis (Horon & Kenmy, PG Tull & Shishla 200% Hoartaamn & Slapmecar

[Hirest Effects

Wi ran tho FLS o dest wheethar inmovation directly affects Gnancial perfonnence ax statal in the firsa hypotbesis (B,
and b lust whether tha provess capital direstly nffects Ennneinl perfsmancs as siated in the sssond hypathess (23 As
sgen i Table 3 (Pael A b resm s shiw that mnovation (TN 15 pesiiveely s significanily associaied with Tnascal
performance {FFI (R Cocllicient. £230F p 13 10 cam be condaled that the Grst bvpothoss (HI s supported. Prooss
capital (PC ix alse sipnibicanily associated with fnancinl perfoemance (FP O CoofTicient. 000 =008 This -also
A he ezmd l'l}]'ul'lh.l:ul THZ ) 1 dllexy wﬁ:.‘rﬂ.ﬂ

fccomd, marketing porfommnce (MF) was introdoced 2= (e mediating varisble wo los the othor hypothesis, By imsing
markeing performance (MP) & the mediniing worioble, the resabis revea] thai (1) msnovation (W) is positively
axsoaated with marketing performance (M) (H Coedficient: D235: p <ih01) This shons that the tard hypathess (HY s
anppeortal; (2 process @pelal OFC ) e associaiod swith maketmg parformance (M) with 0 nggative ven (f CosDoxm L -
020k p= BALL This sapgests that the foarth hyvpothesas (FH G s supported. {33 Marketing porformmnes i3 associated with
limamcinl perlormimos (f Cosllicent 061 p <0008 This meeons thot the ffth bvpothess {HS) = supported

Indirect Effecis

Az sem i Table 4 Pl B, the assooation betvween immovation (M) ond Boaecn] performmce (FF after the mserion of
mirketing paformance (MFF ramains signsGeant {f Coelficient 0,120 p 006, This resmll ospgests thal marketing
performance (%P} partially modinies the relamonshup botwom mnowminon (1H) sed Gusnoisl p:l'ﬁ:-rm.l.nga {FF) monning
thil muarketmp perfrmmmoes (417 snll his i dect eilect oo Fnancial pufmmm-:e{l'l'] while there 15 m inddirect elfsct of
markeing performmoe (MF) oa finanoal performance (FFFvin morketing performance (MV). Further anabyis aleo
shows (hat afler introdocing markesng, poformance (M%) a5 the modisting vanshhe, the direct eitionship boiwoon
process capital (PC) and financial perfformmce (FP) beeomes insigmaficant. This demoasrates that marketing
merformance { P Llly medinges the relation ship between rocess capita (PC) md fmancial performance (Fi'L

Takle dr Summory of the strocmm] modkel snabysis

FANEL Al B Cocfliceni [Pvaloe  Decwion

Hulone maludeng M as they meahatmg vanabic

Derect Efeo

1M = FP £ 3 <] Sigmulican i***®, H; s supporied
PG > FI* Ak i L1 Bpnalican 1®, 1 12 supportiad
FAMNEL B: B Coellicien! Pevalug [escriptsm

Alfer mmehulung M as the malismp vanable

Dhreact Fiffes

IH = FF N LI Signaficani **

M= FP LLREE mas st sig ifican

I = bl .25 .0 Symilbcan 1*=*, 11 is mappoeied
PO = M {1 20 0.0 Signibican{*®®, i 1s sepposted
MP = F* i gl Bapmulvcan 1*™*, H ix mapporicd
PANELC R Coeficeni [ecizion

Tndirect Efficts

IN > MP = FP 0.2 0.6 =0 |3 H. i anppsarieal. pasrtial mechii o
PC =¥~ FF AR 20 LG = < |2 Ik is suppomnal, il mediation

M L *Sigeficenla p <00k ** Sonificant o p <005 *Sapifcant o p <0
21 B9 I s, PO Peossss Capital. MEP- Markating Pecforssmse, FIP: Dsansial Performanes
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Comirol Yariables

This dudy employs e ool vanshles, nomely firme sz (B Coelficaent=0 35 p 0010 levenage (P CoelTizemi=
043 pc DOl the bosrd &l conmissioners ( Coullioml ==0.05% poi25) mad boared ol dareciors (f Coslfeent: O 05
P00} The struciural model analy=as shoves that frm see, keverape, s board of direcars sipnificandy afect finamcial
perfornanee. Onby the bonrd of com missiorers does nol siguificantly offect Gnoncial performones

[FISCTESION | ANALYRIE

Before intraclocing markstmp parficrsene: ae the modinting vanable, i1 = empacally proven thal innovation has »
pasitive direct effect on finarcia] performimoe. This provdes addiSonal suppont Bor many preveoss siudies, sech ss Celis
md Crcrelln (205 L Padaetl (20027 AselereUCencud and Chlz-de-Mamuleyana (2013 and Biglageds (20331 Thes
mens thil sose manalscionmg hrms @ donesa have invesisl o RED and e moeatione v imprevald then
linameial perlormmee

Alier te myodaction of morketing perfonnmce as the mwedioieg sorizhle, ivis eunpincally conlirmed dhal marketing
perfurmanss paetinlly medioles he relstionship betesen innowton md nmeal perlformmes The dined offest of
mnovation i finmcal performmce has o negabve sige. This finding soggests thal some ienoantms do not darecty
aflect [inancial performence. Some inmovatons sifll lake o fonger Bme to gei maskel meceplmoe. Some process
ienevations might Bl during the mplenoniasom, eed samg Enovatisns might Dil o Be markel, Those Inilanes conse
tossus foe some manmfaciurmg finns

This swdy provides emparical evidence that ineovalica is positivdy ssociused nilh marketing perfemance. This also
provides additional support for previeos smdes. ssch oe AL £valant md AdAwomred (20912 ) and Lugot ood Fran bl
{2007 This showns that marketisg activities of the publicly listed meamfscterng finmsin dmnesa have baaefited from
the mnovulions. mil iherefore they can mprove marketing performance. Such mnomations might be i/ @ fom of
product inpeewntions or markoting Enovomons. Furthor saalysis reveals thet morkeing  peffermonce i% positively
pasocipted with finesncial performance. This finding sapparts the prevous stadies of Foep el (3015 Eops and
Frmbaek (2007 pmad She et al (200%0 In condugan, this sudy demonstrades that markeling performance medasies
isnevatrn-financal  perfemmnes . rdstiosship. This result bes peadticsl  implications e moanspas of lished
mmmufectuning firms. They need v Keep mnovating in product or progess inoovotions m order bo insprove morketing
rerformance hecanse it will enbance the profitshility of firms

Pelone wi broalicaing |_hl:l.|q' e s as the ||||.'|h.ﬂi|1u' varpalide iz alisdy il Flnl#iﬂl.-.- :q'l||ir|.-:|.|| evidenee ihsi
process cagital i associated with finsncial peformance. Dilferent from the previous sindies thst oes homns copital
produciivity as the progy, process cpial o this study refers oo the cost of goods sold growth performance. The wegsive
sign ol the reltimsinp betveen process apainl asd financed pacfrmoeee means thae the increasmyg groesth of the cost
af sold gooda will decrease profitabality perfomoscs, and vice verae, the decrenning cosl of sold gouds will G crense
mraliinhiliiy anel performenee of fimes.

H:ji' i:nLrl:lh.:ug |I'IHII':I|:I'|E perharmases s e rnl.'al]iul.l:-g wnnahle ol n:l'lruri-:ﬂll!r privees el rpnrh-:lirlg |H:rf|:r|||q1.|:|:
fislly medintes the relanionship hetwesn proscees capital and fmancial pedemance. This nepative sgn in proces capitsl-
TI:II:I.I'H'I.‘-HIIE Fﬂm'l'l'ﬂﬁﬂ platm e FIEERs That the increasg in e eosr of gl.'l:l]-h S vl comes fhe gisads el R ]
marketng nodivities The mcreasing costs will sl deoreases the competiiive sdveniage of publicly listed manofcnsing
firssd w lndmeciia. Thie eemilt has prcheal smphoations for meopes. They peed tn keep sinprovng mannlhclimeg
procssses o prodice cost elhemenoes in onder o aihasee muekebing performanse 5o tha il will merease fwe profiabdiny
e of [inms

COMCLUSION, INVPLECATION, ANDLIMITATINEN

[tis reserch aims 0 mvestigae the mediating role of merkating perfrommnce o insevabo -linmcizl performance
selationship as well a5 oo puooess copital-fssoisl perfocsussed relalsosshep nsng the poblicly listed i nfaotareng finms
ot Enchoneie Saock Fxchmpe (10X Aa quastiistive rescanch empdoving markelmy perfoommn oz e dee svediation
variabde, 0 mediohon resewrch medde] i consmcted o fest dee ypothess sinded. Ketum on assets g5 the measure
pralbiahility is empleved 5 the [y of Bnoncinl perlfamance. A pew dein sl s propared shich invol ves the publicly
listed manufaciurng compandes oi the Indoseia Steek Frchas pe [ 1D} covermg the pesod of theteen venra fions 2063
o 2007, This research provsdes empirical evidencoe ac to the foflowing Firsthy, merbeting performance ani..:[l:."rpe.ﬁm
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e welansnslige betoveen fnmovation and Gemcial perlvmsnee, Seemnlly, merkstiog perfnmames lally maliate the
relatimsp belnveen provess copital sd finmacial paformsme

Wihan many previous: dudies: myvestigate the dited relabonsng OF the three deerminants of lissmos pacfoonance,
mamely innovation, process capital, and markesng porformanoe, this study fooumes oo the modiasiog role of marketing
perfornanee. Therefore, this stedy provides a betier undersisnding for manspers regarding the mechanism of baowy
wnovation slbecrs hnsnaal perfiomaso: via marketmg pecformunce a3 woll as on e mockanism of how T prodess
capilal affects Onancial perlirmanos va marketmy perfomance. This dudy mplics hal managers need kb conlinmoedy
im prevs mearketing management and conlivo 1o mnovabe and improve the manefacturing prooeas. This stady contributes
fo the theoretical developmen! m torm ol peovading empncal sadmee 10 ho |eratere of innonvation manngement,
process management, markelng management 35 wioll.as inangs and adcmn lieg.

The results of this study imply thol momogers af the peblicly listed manufsctunng firms @ Indoeesin musi be aware of
therr capabalitios in mamnging inmavation mid moisctarmg process e improve marketm g performance. Micagers musl
Wi b pwire g maoketing perfigmanoe medioles the mrovation=Guoncial pecfimescoe os well s process copeod-
inamgial performmes relation ship,

The rasmlt of Six stedy has an importand implcation fo socety in lem of providng @ compreh sss ve understanding, ancd
iformatioe on by tee mochasizas of o Brin oo schieve good foancial porfoemweace in the capital mearker This rescarch
movabe ] prowades o fremewart for aocieny i decide ther investimots

Thia iy hias the |1|.'l||1r|.'mu_|1|||l|l.|-|lj-|nu Fiwat, v e ml:,- the prlicly lianed nl;l.luﬁu.'l:mu mllp..uni.:n e Bedhoneas T
lesials b thie Rinetation of geseralization of 1he resubie. Thersfore. foture studies ahould eover & wider aaniple of ediustne
ferr & histter generslizetion fo valulaie the samee mocksd Second, ghis sachy empdin secoudary data dersval from lnencisl
stnlemenits iy proics o virblos, Fumire sudics could ose noservey meilsed Go gel [imamry data ja order 5 asees e
izaght of managers” pareeptos. Thod, this sady aeploys fee parteal less squares struciusal equation modelasg (PLS-
SERAY 1o pesnt the eavsality ameng variables Thic might lesd s o debstsble issse on the msane proper method o tea the
conse=glfe relationshin, It is suggesaed that fxure sudies smploy other metbods, soch as experima method o feer e
L'lll:u“l!.. Third, thus Al L‘II||||.|:.I:| |y ikeee cletermmuants ol fnancal rer fimr i, ||u||d.'!,' iYL, [
capital, s iparketng performases. Futare studes: might add ofher vercables 1o budd o ssore comprdveiaive research
mindel, such as the ke of compentive sirategy.and performmmee msgem o

NURMUW LETHGENIENT
Thiz resesrch s sapported by Universeing Airlangea and the mihees e mmmensehy grafefinl for the help
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