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Absirnct

Purposd — The purpoee of this papss & i ecaming fhe modinting offes of micleched capital (7],
AT aocouniing Enfonmarion syatems, (nbernal process pirfonmance and custonser perfonnmes (CF)
oii the relationship of stesteres with fnancal perfoemance (F19

i fhpprmsch - The pepuition o this peeech was medarm sk bege manuisciur ng
pimpeany bisicess units m o The basines und as the ual of asabs o thes cesesinch 8 part of the
organizntion fac |8 respotesble o the produition ond marketing of & prodiset o seg of produeets B Jormoed
by peaduct trpe bee i own oompetitons wiich are differeny from competiors of other huginess anits o
dhvisions within 4 parent congny, and Fes o masager who B resporsible and has authocily over (he
plamemy ad anplmentetion of simteges (o aclieve the speofed profit targel
Fincings — An iencieating siraegy that inchedes protuct mnovaton, pogess mmivation aod techoology bas
o et an VTP 4 fhere & a mood sl process pedfanrance, seliable memagetie) avauniing mirmation
systemn dried good CF. The irternal process perfomasnce, which inchices operations managemen! processes,
EHSEALTET FEEgeTent prcesses, meovalion peocsses and regulatiny and social proosses, optinize: the
relatkmship of the simbegy with FI® Inthe shxdy, 10 does not affec P and ioterna] procoess performance, noe
does the maregement accountmg méonmgion sysiem affect FI% However, mfoomation systsns affect 117
throogh imtermal process pofomanee and CF
Crriginalityfvaloe - The crogiredims of this study aes the vee of the metanmss tmovition strbegy in
imegrate] marmer beaneen prsioc neovarion ard process ared NS e chnlegy — this bz never heen
conduted by othey vescarchers, especially m lsdonese; the use of B, tanagement aoooanting nformation
svstems, intemal process perfemiance and CF oz med@ting: variables; the useaf an micgrative approach by
incinding varmbhes of K, masaganent acoounting isfermation svaees and pon-FH as conbesgual vanables
rekaved 1o contingerer appreaches that have mever been comducted in provicss reacarch; the mesdeling of new
rebated woncepes with the o devekiped in the balanoad seonscard; and vsing single mediagiog arel muliple
e latmy om the nfloenoe of sustairable nevition sirsegis on FI2
Heywords nfellctual mpital Perfirrames, Mosgemenl dooanting, miomuition syslens

Paper type Techmcl paper

1. Background

Mowsdays orgarizations have o fioe seveml chalbnges due o the dunging busness
crovironmmend. The memagement must be more professiona] in managng its reseurces (o mmprove
orpanizational performrenee. This results in enarommental umeettminty mmd - meressmgty
shamp evel of competifion: Under thig siaton, management & requured o achieve certam
perfrmance, in which they have w perform above the industny average @hove avernge reums
o AARE Management may find it bard o achieve performemncs with the expected AAR A high
competitran advantage 5 needed o cutperform competitors M a dynamie competithee market
and innovative effords are needed o sustain cunpetibive advantzage Pocer, 1996)




Competitive advantage can be achieved by baving the right competitive strategy. Comparies The mediating

cam by vanums strabeges, moduding the prospector stratesy bpobogy propesed by Miles and
Enow (1978, the differentiabion stategy proposed by Porter (2008 emphasizing competition
through innevation s the continuois movation: stbery propoesad by Termovski (20070
Termovsh (2002) divides sustamabdle mnowvitm strategies S5 in thres groops: the mitegrted,
meremerital and radicd stratemis,

Accorditgg o Hambrick (K981, a oorporate arategy iz a pattern of decisions related o
pﬁhmmnmﬂwwnuuﬂnumummmuﬂmmmmmuﬂwunmm;mﬂmmm:mmﬁh
achieved, so performance 5 m Ene with the expected AAR. Perfonmance measurement can be
viewed from a singhs and a compeebenzsive measurement. A sngle perfonrance measurement
s oonly one aspect, while a eomprehensive pafomance measirement iclides various
sperts. Performance messurement from a single aspect canmot inform o compeehengive agpect
(Bhargava ef al, 1994 However, perfonrance messEement mist mnform measurereis from all
sspects o mike i comprehensive (Bhargos of al, 1954 Venlatraman and Bamamogam, 19686
Designing an organdzationa] perfomance meamrement requines an appropriate moded o
describe the overall performance of the oiEanization.

Several models of mulbdimensiona] performuifice measarement systems exdst, inclidmg
@ bakenced soovecard (later abbreviated as BSC) by Kaplan and Norton (1997), the
Inegrated Performance Messurement System seoording to Bititc ef al (1997) and SMART
Swvstem by rhmlavans and Noble {1998), Uniil now, BSC & the most popular mode] according
to Davis and Albright (200£). BSC covers mon-financal &nd fmancial perdfoomance. (F
which conssts of four perspectives. This = a financal perspective that results from three
other perspeciives, numely the cusiomer perspective that shows custome© pesformance (CF),
thee internal business process perspective that shows the pesformanee of interal procesaés
and learning and growth perspective,

There 12 a thestetica] mp related 10 the shrategy o achieve competilive advintage over
performance with expected AAR. Indusoial Ovganisstional Theory Mndustrial Orgamizasion),
hetemafter ablweviied & [0, ernphasises that wachieve AAR-sable performance, a company
hiiss b0 ey attention and shady the externad Sotors amd enviromment Poder, 1996) Acording 1o
the resource-based thoory, sbbreviated ss RBT, fo achieve to achieve AAR-suifable performance,
th: chamacteristics and mtemal factors of the cormany ane the affecting fcoes (Barmey, 1991)
To cover the gap between the fwn themies, the oomtingency theary 15 vsed m this shody.

The reason to use the aontmgemncy theory 15 becawse this concept explums thet the design of
amn organizatinn will be effective and can be applied mniversally only in certain conditions £k,
1980, Ench organization i dilferent, 50 the or ganizational desim is also different. Implementaion
of RBT and M0 & very dependent on contmgency vanables as described i the confingency
thery, The we of the contingency heory mobivaies the reseanchers o dently amditons that
are fit for the design of 8 particular ongentstiem and develop theones that support &

Severa] previous studies related o the IO modd show thar extenal Sctors are impotant.
External envirommmeitnl factors ply 8 ok in basiness bocause they determine siretemies that wall
be mplemented Covin and Coving, 1960 Miller and Fresen, 1989 Furthermore, Miler and
Friesen (1965 state simong asancintions henween envirmnmenitnal changes and strategse planming,
&0 there are strong effons o anticpate changes and conditicns full of uncertainty, Bird {19500 akso
bt that heterogencity, complesity and uncerzingy i the noestrial environment sAll nfluenoe
the mtensty of sirategic plarmmg, However, Hopkins and Hopsenes (1997 conchede that stmiegc
planning does not affect FP, et FP wall mprove streteric plannmg. The peevious shadies shosy
different results velated to performance with the smplementation of a suitshle steatemy.

Previons research related o KRBT has been canvied out by Bamey (1991), fimding that
cranpetitive advartage can only arse movery diverse situations and i instable sitaton of
mternal resources, Bamey of 2l (2001) aleo state that companies cannot expect o implemient
sustainablke competiive atvantages that other organizations have, becmee these advantages
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are scarce, mnigue @nd mreplccable. BBT confinmes that resources orginating from axfermal
orgraniztions are mone important for compernes tean rsounes denved from external fadors
in achioving and meintainmg competitive ﬂdmﬂﬁﬁ {Hrahmeana, HAHT) David (006 states
thar organizational performance is determined by internal resources that can be grouped inmo
Fhree catepories, namely physc] resouross, human resnirces and orsmizatonal resouroes
mchuding company strocture, corporate plhoming and  shatery processes. BET mvies
pttention o memagerial and practicl stetegies for the development of new competitive
advantages and wealth ceation. Ireland of of () support thes, that o & company could
manage teamaces and capabilites in & strategae and strochered manmer, the competfivencss
advamtage wolld morease. Thiss, fom 2 oumber of previous sudes on BBT, o can be
conctuded that competitive advantage & buill based on internal resourcez

Previous research on the comtingency thecey hag been carvied out by Dtley (1E080) 10 despen,
analyze anid design comired systems especially in the Beld of management acowinting syabems.
Furthermore, Hirst (1987} confirms that the development of an ongemization s mileenced
by differences - environmental feshures, The performance of an orgemizstion depends o
wceriamty, intermal factors, feedback with other orgemzstions and extoamal nteracton. Bivanto
{196 mentions that it is interesting to exsming the management seommting design to kmow the
reliahility of management acoounfing systems with 3 sisafegic uncertamty approach,

From the resulis of several empirical studies relarad to the confingency theory, the
poesenl study aims G fill the dap bebween DO and RET by ancluding intelectua] cagaial (C,
miemal process perfurmance and CP in the confingency variables as mediating variables
nob shudied before, BBT was developed as 2 complement to the PO mode (Porter, 1580,
1585, o it can be said that the PO model provides 3 foondation for RBT, Theredore, # can be
said fhat competitive advantage can be penerated through effective and  efficient
management of resovrees by considering interral and external Bctors, which alzo depend
o the contextual varmbles in the confingency apprmach,

Orgamizfkeial or company performance & mulidimensionz] becavse it inchudes: fmancial
and ron-FP. According fo Kaplan and Norton (1997), FP E'-::llr&trs the peofitability nfm'm‘m'
miplanentation FP focmses oo revenue grosvih, reduecie or saving costs and axreasing asset
e, oot FP depends on the non 7P, such as mibemal precrss performance and (P The ntermal
process performance, inchuding nunsgement operotion [IOOMESes,  CStOMET  mANEZETCL
processes, inmovation: prooesaes. and reguitony and SGeil processes, will be even better if
supported by the 1T and the management infomalion syvslem (Kapkn and Noeton, 15961

According to Baplan and Noctan (1992, 1996, 19697, the infernal process performance, CF
andd FT*are the result of the process of growth and learning n the company, which comes
fromy three things. namely humans, syatems and procedures and the existence of the
creanizti, With regard o people, e role of K s very unportant, becisse s cdlated to
IC, customer capital and struchmal capital In terms of the syatem, a refisble management
accounting information system is needed. Good internal process performance is defermingd
by the role of 1C, management accoumbing mformation systems and the implemeniation of
appaopriale strategies. Cood miermel process performamce bas an impact on CF and FT,

According to RET, IC fulfills the cheracteristics as a unigue resource that produces
competitive advantage in oroualating strategies, 2o i can ooeate valoes for the company,
i, performance with expected AAR. AL present, the economic development is deterrmimed
by reliable information and knowledge 25 a result of gtubalmaliun This Brimgs an
mereased attention o [C (Steveart, 1997 Hong o af, 20070 IC 5 a varmble o determine
the valwe of a company Hong et af, 207 Gothrie, 3E01), Some swate that 10 inchdes
three main elements Stewart, 1097; Sveibiy, 1908 Bontis, 19991, momely uman capital,
structural capital or organizational cpital and relational capital or customer capital
Similarly, Harrison and Sullivan (20000 cxplan that copanizational suceess B largely
determimed by the rovline operations o optimize the values of the IC. This & also




coRtsistent with Dontis (1998, 2001} that there are positive and significant relationship  The mediating

between structural capital and business pedoriomanos,

In the globalation e, all business sectors use mformation systems & process business
tramssctions, control mdustrial processes, support business commmicaition and norease
offics productivity effectively and efficently, A reliable informaton svstern 1= expected o
play a direct role in achieving the company's etrategic goaks or objectives, Therefore, the
airategy applhied has an mopact on e need for relinhble and accirate informaton syaiems
incheding management accounting infoomation gystens,

Business informaton st be reliable and accurate, Informetion frome s réiable and
accurate accounting svsterm, according to Chenhall and Morris (1986), = one that has a
broad soope, imeliness, aggregation and infegration. The confmgeney approach states that
the Jevel of the orpanezbiona] avalahlity and mformaton deractensie of the accountmg
syatem may nat always be the same for every arganizaton, as there are ofher factors that
influence the level of need for the accounting information management. These factors
mchude envirommental uncertainty, technokegical compleaty (Chenhall and Moms, 1986)
task uncertamty (Chong, 199G6), stratepy wertamty and appled strateges.

The confingency theory iz needed toevahsate envirommental factoes fntenzity of competition,
eirakeey and envidimental wostandy) that o lad w3 mere effeclive omosgenent
poconnimgr sistem Managesial performance i infhvmeed by the internetion and implementation
between managemsent sooouriting informea ton systens and busnes stratemies. Implemeniation
of o fit atrategy requives refiable mformation. The information provided by the management
aooounting infoemation system = needed for decigion making. Maragement accounting
information systems require nfonmation fechnology (Abernethy and Guihe, 1994,

Information echnolgy provides oppoctunities for companies to improve planning,
coordmation and control. Informaton echnolopy Gn alss be wsed to gaim compebbive
advantage in world markets through product moovation and process innovation (Malomood
aned Mamin, 1995 Rettinger af af, 15904 Mata of af, 1995; Bocs and Rois, 19971 Inewation 1o
micrmaton techmology 15 inportant for companes o have & competitive advantage so they
can have good financiEl and nonFFP Innevation in strategy implementation by ailizing
echnology in g setaimble and nlegrabed maooer @fects FP

Innewation strategies affect company performance. Trmovation i3 the most important
factor for companies to compete effectively and efficiently in the domestic and global
misrkets. Innovation iz considerad az one of the most important factors of a strategy (Davik
A0 Mt ef of, 200 ) Orgamizations that bave a high level of innovabon satably and
sustainably applied will be able to develop & competitive advantage and to achieve & higher
bevel of performance (Hurley and Hult, T998; Davika, 2000, Weerawardena, 200061

Competirive advantage can be achieved through a process of innovation, both product
and process mnovation. nnovation & an orgamizational capabslity that is valuable, unigue,
cifffcult to imitabe and cnnot be replaced (Henrt, 2006), Thus, innovation s ome source of
enstainable competitive advantage and hes & pesitive and important contribution to
orrmnizatonal performance.

Frevious studies have explained that high levels of innovation applied confinususly in
stratepy impkementation tend to lead 1o better corporte performeance (Weerawardetia, 3003
Bizbe and Oley, 2004 Jankale 20000 Innovation siratepies applied on s ongoing bass
depend on comtingency factors. The contingency approach alss states that the mfhence of
sirptepies (mehuking innovation strategmies) on pedormanee depends on stroctura] factors
imchiding management comirol sysiems, human resource capabilities and internzl process
perfrmmnce (Chenhall, 2006) Innovation setegiss cin be transformed into performance
mmprensements; this requites the support of the ntemal and extermal environment of the
organzation (Bsbe and Otley, 200d) Monapement control systems, human resowce
capabilities [IC) and mbernal processes are mportant parts of the miernal environment needed
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to support the ransformaton of the innovation si@tegy and process to become effective
performarce. The mamaeement comtmol system & dosely related o the mole of IC and
mETagement acconting mformation systema

Innovation and prodect development activites m manufacturing companies asooated
with performarnice are important and must be considered inthe effort to incremsse produciev iy
and global ectmpetition. Innovations in industiakzation, wade and services indude the e of
creation, selectiom and developiment or impeovement of peodocts, processes and technologies
effectively and efficently (Zabra and Das, 1993 Lucas and Fervel, 20001 Innovatins ma
sumtainable manner can mmprove the posifon of manufactunng companies 0 achieying the
status a8 producers of world-chss quality goods. By using new technology, creafion,
iitredluction eranmercialmation) of markering of new praducts and adoption of innovative
production processes, cofmpanies can solve compesition problems effectively (Swamitdass and
Pewedl, 1987; Sabamam and Sorey, 20025 This immovation strategy will have an mmpact on
el performance through the molde of IC and mamagement acoounting information systems
g5 wedl pa the mtermal processes, which manﬂ[aﬂfctLPmdnmrmlﬂF

This study was corducted on reumelacturing companies in Java, with the following reasons.
First, the prowth rate of manufachuring compamies locheted smee 2012 Second Based on data
from the Jave Industry and Trade Service, manufacturing companies in Java in 2002 ranked
third after DRI Bkarta and East Balimantan in tenns of export performance, which contribued
B pemcent fo e port pesformance m ndemesta, Thied, Jaova contmbuted the Tarpest GERF of
2085 percent (viamlah Indussd, 201310 Fourh, there = very fight compebifion over prodac
vields m menufichrmg companses m Java, Fifth, there have beem products from everseas
commg m Java With such wondition, the mamifachunng compenies i fava must mmplement
mmovation strategies in o sustainable manner, &S o compete i the ghobalization ea,

Manufacturing companigs have guite unique characteristice - interrelated and complex:
wiwk eapicities mrlulrlg frum the peoduction process (o fnished goods ey for sale
Manufacturing companies in Java contribute greatly to the perfenmance of Javas non-oil
and gas expoctz after THE Jakarta and East Rabimantan, The Governor of Java, Soclarwa, in
hig speech on empowerment of MESME: stated that Java'’s manufactunisg prodects became
one of the most preferred ones by export destination countries. He also stated that the
cevelopiemt of the manifacturing sector had to be speaficlly puided n the ree frade
Manufacturing companies muss be creative i producing their goods

Innevanve products and the mplementaton of a (1 strategy are mportant. This
crditien must be mamtained, despite the fact that there are several manufacturing
oompanies: that cannot win the compedition. Based on data from BPS (2014), several
companies are unable to wan competition, marked by negative growih,

These conditions are coused, among athers, by imabdity of management toanticipate changes
thiat cocur within the intemal and exterral environment of the organizstion, 1o the meabibity of the
cmmgeny b mmnsgre the nfomeion avaikible o e wsed m making the neh decsons, This =
alzo poesile due o the lnck of qualified IC. Manggement aosountmg infoemiation systems and 10
are importmt insnuments that support marsgement o menege informaion. s overy
miporsant thar the imfaormation presented 3 relevant, somumate, imeky and sustainable marmer for
ihe Denefit of the company, This may alse be cused by the ks competent [C 20 intermal
processes are nol pood [F thas u.nﬂ.inu:t, perforrance will be af ﬂaka_-, both CP and FP.

The mativabon of this study is closmg the theary gap in '|Hﬂh'11.'i ermprical studies on
the resmmeetased view model and the [ model by moorpomting contingency variables;
excamaning the effect of =1 on corporate FP meedeated by management sooounting mformation
systems, I, intemial process performance and CF; and proving that the innovation stratery of a
manfacturing compamy can srve 28 guidhree for executives in :u:lm-.mg gkl FP. The
angmalitics of thiz study are the use of the contimome Tmovation stratery e mtegrated
manner bebween product imnovation and process and mfemetion bechnology = this has never




h:fnum:t:dhymbnmwnthnaﬁpmallymhdmmmﬂxmtdlhmugmrm The mediating

aocounding mfprmabon svslemes, Dilernal process pedfonmanee and CF as mediating
the use of an miggrative spproach by inchiding variables of [T, mansgement acomnting
mformaten systems and nonFT as contexius] variabies refated 10 contingency approgches that
have nesver bieen concdocted o previmis ressrch the modehng of new related concepts wath the
omee ceveloped 2 the BSC and vemp sk medizifing and muobiple mediatmg on the indeenoe of
b

Based on the explanatim above, this stedy ams to examne the mediating effedt of IC,
managemnent aooounting nfomation systems, internal process performance and CP on the
relationzhip of strategies with FI°.

2. Research framework

The confingency thenry, BT and the 10} Thenry beoome the gand thenries i this shady.
The theovies and views ahove plav a very bpociant vole in explainimg whel factors opntribute
pn'fmmrcrc{:rtn:ltushﬁtrm' impermenfateon. fn condingrency theory, organsstions mst adapt
b varkwes conbingency factors, such as organizstional stroches, environment, onsmizations] see
] Business chrtepies i the orpaniztion wants B acheve bgh pecfirmance. The confimgimey
theory assumes the contmgent fit between competmg varablss and ther confexfuz] varables
will Tariengr the orgmnizition i good performeance (Chenball, 206 Funhermore, the 10 apmech
errpleszes on how lo ean noome above the mdhestry average by shudyving the extenal
envircament. Acenrding to RBT, AAR for & company & determined by the characteristics and
mbermd factors within the company. Thes modd Eorss oo developmg or aoumng vahelbe
resouroes and copabifities, which are difficult or Ingossible for competitors to mitate. RET
beleves thal core competencies ave mnporiant for company’s compelitive advantage, sirategic
advamtagme, snd show the comgany's abaliny 1o obtain AAR. There & a theosetical gap in iz cose
theredore, thmugdout the present study the researchers ase motivated o close the gap osing e
cuntmgency oy, Besades that, the results from prevines stiches seem mionclusive

IC nesds o be comsidered refated oy strategry mmplementation. Is existence hes an impeact
on performance becase it meets the oriteria 38 @ unique Tescurce that can create a
competitive advantage for the company so it can crepte valoe for the company. The
intended vahie i better performance within the compaty.

A company is consideral] o achieve fit i there & confiemity between the mmplemented
crmpeting evaiegy and the management acommiing information system practice, inchading the
use of mformation fechnologry systems and appeapeiate K2 This wall have an mopact on the
internal processes performance, which include operations management procisses, QBtmer
ITEiEEenl pressss, innosaton processes and reguialoey and social processes, which meats
in brief ﬂ'muﬂ'ﬁrmumrrfﬂw intemeal process consists of the followings, The first is the
mrovation piotess, which is the meel important part of the enfire production procesz, The
v & the cperational proces, whoch & an activly cireed out by the compeiny, slamag fom
the marmend of receips of orders oo the customer untl the prodoct 12 st fo the costomer, The
pperatne process emphastes thee delivery of prodocts o oosomers efficently and on tme. This
process, based om facts, becomes the main foous of the performance measurement system of
mest organisations, The third & he after-sales services, which can be in the fonm of guarmiess,
replacenent for damaged products and comorate nesponsibelity for the enviromment,

[f the itermal process performance & good, it seqected that CF will also be good. Messures
of OF are product or serdce athibtes, relabionship and msge The three CPF Benchmarks
explain the folkoorm aspects: market shere, describmgy busmess propositons sokd b}'.&h‘lﬂi!‘lﬁﬁ
unit in-a partieskar market in the form of number of customers, funds spent or unit volume of
products sold; customer retention, measuing how fir the company managged to retain old
CUEtTITIErS] CUStOmer Aoquisition, megsuring the success of business units by attractine ar
gainng new customers or businesses; custome  sattsfacton, measurmg and assessing the kevel
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of custrmmer satsfaction and how far oustomers are satisficd with the service company; and
custormer poofitabiity, measuring the pet profil obtamed fromes perbicubar astomer o segnent,
after cakeultng various expinses used fo meet these austomer needs.

CP is used o find out how companies measure the market value they contrel 2nd the
potentm] markets they migtht be able o enter, This messurement illustrates the performance
regarding the “how” and “what” the company must present o achive hgh bevels of
satisfaction, lovaky, retention and customer aogquisiGon. The customer vathie propesition
describes the abributes presented By the conpany in the products or services sold to create
cistomter Inoyvalty and satisfction,

Messrement of cusformer value can be seen from prodict or service atiribules, which
consiat of funetion, price and product guakty. Good cuswomer relationzhips can be seen from
mspects of pooduc distnbution to customers, includmg the response of ﬂ'.IL' COMpany,
delivery time and how the custumer fecls after buying the product or service from the
cosmpany concermed. The image and repotation of the company describes the intangihle
factars for the company 1o atiract customers 1o connect with the company o buy producta.

Fit {1 will have an impact on FP. Indicators of FP are the improve enal strocture,
increase assel ulilizbon, expand revenss opportundy and enhance customer value, which
m bum Bave an mpact on increasing poofits and increasing asset use

21 fntelechn! cnpital

IC iz a1 subwstantial thing i determinmg company activities I provides & diversity of ifferent
argemisational vakes such as incrensing the benefits of acquiring innevations from other
oompanies, oonsumer lovalty, cost redocbon and productaty amprevements. [0 meludes
human eapital, customer capital and sructursl capiml (Bontis, 1096, Human capitl is the
knowledge, skills and experience of emplovess which includes know-how, echacation, vocatsrnal
gueBfication, wark related to knowledge, job assessment, peychometric assessment, work
associated with competence, enfrepreneurial spitdt, innovative spirit, prosctive and renctive
mmmaﬂtwamwmmﬁmmmmsmdmdmm and
renewal for the company, wheress customer capital is 8 resouce that s nked te the company's
extermel] relaticms with consumers, suppliers or parmers in research mmd development. Good
maragenent of cutomer capital will impeove he competencies in onganizatioral activites or
responses o markel canges, Besides human capital and costomer capatal, structural capital is
the kneewledge that will remain in the company conzisting of two emenes such a5 mtellectal
pooperty (patents, copyright, design right, trade seoret, trademark and service mark) and
mitestrachee asssts imeanagement phibaophy, company’s culhme, manegement processes,
bformation sveiens, network svelems and fnancial rebationships), Strocheal capital anises
from nrganigmtional provesses and valoes that reflect the company’s inteme ] and extemal ficus
a3 well as future devebpment and venewal,

Baged on the framework and explinations described abowve, the research model was
developed 28 follows.

Hased on the conceptual framework that has beén described, the vesearch hypothesis s
prepared. This research hypothesia is 5 rempersry answer ta the faermuolation of the problem
i b pesied] using appropeiate siatistcal tests, The hypotheses proposed in this study are
s follows.

22 The relytionshel of ionovalion stratepes, mifellori m,r:'efrz!. cusianer Performianc
and fovarcr ,tts'rmrmm'e
Harrison and Sullivan (2000) explain that the success of i comgany i strongly influenced by
l:he resating activities of the company 1 optimizing the values of the 1 Itmwd:s different
views amd diversity of organizational values such #s moeased profits, acquisition of
minowation from sther companies, consumer bowvalty, reduced costs and mprovements 1o




productivity and innovation. Innovation {8 a process within the organization in wilizng  The mediating

ghille and resources, Bt ams (o devebp new products and or services of o butld pew
productiom and operptwral aystems so that the company 15 able to anawer customer nesds.
The argument about the positive influence of innovation sorategies on performance hased
o RBT is that mnevation is a very important factor for companies to compete effectively in
divmestic and global markets and &5 consdered as one of the most mporant Gectons of
rrganizational strategy (Tavila, 2000: it ef o, 2001).

Bontzs (19853) recognizes that IC 15 difficat fo understand, bt afier being found and
gimporwerex] propery, i can make 8 new reaource Bese for an organization o cormgsete and
win, IC is a knowledge baged company vesource and in the forelof intangible nssets, which
can be value added to the company by paying attention to humem capital (1K), structural
capatil feepanazatonal copital) and customer capital, This K can be used by comgrumess o
create innsvition and ompetieee business competition: Competent [C will have an impact
o hetter CF becavse it will incvease market share, maintain the number of existing
customers, increase the number of customers, ncrease customer satisfaction and abo
pnprove ST because it wall provide more value to castonmers,

Customer crpital i3 a component of K that provides urigue aind real varlues in retation to
custoners thatl mngact on CF Customer copital desoribes a hammonioss  relifionsiap or
Esocon retworl oomed by the company and its pariners, corming fom rehinble and qualiy
suppliers, coming from Joyval qustomers feelmg satiafied with the services of the company
comeemed and coming from the company’s relationship with the government and with local
comumLnies, Custoner capital can oocur from varous pants eutside the corporate enviromment.
Cowrpetent cugiomer capital can add salue o e conpang’ Sawarjuswone and Badir, 2003,

Cloet sl Terzmonvski (20045 explain the Bnportance of human resowce managanent when
developing mnovaiion strategies for product and process mmovabion:. Knowdedpe manigement
supparts innovation performance through a simulanesus approach from soft lumnan resources
management pactices and hard mformation technobgy  peactices. Both of these are
mmplemented together o that they can 2imergize well The mnovaton strategy inplemented by
the compamy determines the competent 1T needs and will ave an impect on CF axd FP, as 1o
achicve the comprehensive p.'r[-:u'rrunn:c et by the company.

Busines= sucress in this cenfury 15 defermined by innovations implemented in a sustamable
rmanner (Hamel, 19094 [nmovation is defined a5 a process within the orgamization in utilizing
akilla amd resoneea to develop news prodacta and oF services ar 0 build new production: and
operation] svstems, By innovatmg in various fislds and applving techookogy, the comgany is
able to ameeer usiomer reeds [Jones, SNME. Termovsk 20 porndes  evidemoe Hhat
mnovation has an mfloence oninterml process. performance. mdiators, such: a5 company
productivity. The prespector opology shategy (iles and Snow, lgi'EH and differentiation
sirategy (Porter, T95) emphasize the existence of ian innovation process inthe implementaion
of strategies fo denl with high environmental uncertainty and high levelz of competition
Previows research (hat has been done menbons that wreswation Jas beoomme pert of & Tusiness
girateey that regures the role of [C (Chrstensen and Overdorf, 2000; Pyka, 200, Christensen,
200 Gonvmdaramn and Trimble, 2005)

Therefrire, mnovatan m stategy mplementation has an tmpact on FP, but requires the
role of competent 1C and CF, so the first hypothesis proposed =

HI The moovation strategy mfluences the FI* mediated by the company's IC and CF,

23 The velofionzhih of iwmovafion strateges, tafelectienl copetnd, infieran frocess
perforuanes, cusfomer perforniaiee end capital perforianee

Competent [C results n better internal peformance of the company, Intemal process
performance s related to the process of mmovation, operation and after-sales service
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The mnovation process s related to the process of creating prodects and services that are in
bine with customer needs and moeasmg e we of edimplogy nthe effort o develop new
products, while the aperating process is related to efficient production processcs and timely
delivery to custorers and afteraales service after customers make purchases. Good intermal
peocess perfirmance will have an impact on better CF beciuse it will mmrkrrs]m‘:.
maintain the number of exsting customers, morease the number of customers, Doease
cusstoméer satisfactio and also impeove CP, because it will provdde miore value to costomers

Shructural capifal s the ability of an onganization o company to fulfill its roubine processes
and sfructures that support management's effors to produce optimal performance and overall
business performance, The exampls are the opeational evstem, menufdunng process,
arganizational culiure, management philosophy and all forms of intellectual propecty the
company owts, Reliable stroctuml capital will boing good miemal processes that nlbmstely
affecy CP.

Therefore, mnovation in strategy implemestation has an impact oo FP theoagh 1K in this
gz 1g structurl copiial, and intermal process performance. Innovation in strategy
ingplementation will increase the company’s productivity and C1°. From this explanation, the
secomd hypothesis proposed 12

H2, The innosation sirategy infleences the FP mediated by the IC, intemal process
performance and CF

24 The reintionsisy of foovation stralegies, ifellected capitel, Infernal feocess
performmance avd feancial per formaroe

Az stated abowe, 10 provides diversity, uniqueness and  different vabees for different
orsemizations, such o meresng profils g msovation, baving cmpeditive advanizize om
ather companies, fostering cestomer loyalty, efficensy and ot effectivensss and improving
productivity and mmavaton. Innovation 5 & process within the orgamizaton to ufblize skills and
rescurces 1o develop nes products andior services or 1 build new production and aperational
gystemz s0 the coanpany & ahle to answer csiomer eeds,

Crloet and Tersovski (2004) explain the importanoe of human resooree management when
developing innovation siratemes for product and process mnovabon, Krowledge management
supports mnovation performance through 2 smalanecus approach from: soft. human
resiurces mansgement prectices and hard nformation technology practices. Both of these
are implemenied together so that they can synergize well. The stratery mplemented by tha
compety determanes the need for 10 0 onder fiv achieve jpood miemal process performance,

Ternovski (200 provides evidence thal omovaten hes an influencs on miernal process
performance mdicalors, such as company productivity. The prospector sirategy !.:rpuh:mf
differentiation siralegy and mtegration stratepy emphasize the existence of an moovation
process in the inplementation of sfrategies to deal with high enwviromental uncertainty and
figh levels ol competition,

Intemil process performence = relited 1o the process of imovation, the process of
operaticn and affersles serace. The inmovabion process & refated 0 effioent production
processes as well as imely delivery 1o customers and after-sales service after the customer
has made & purchase that s well served, Good miemal process performance will have an
impact on produciion efficiency, saving production costs and improving product quality as
well as mcressing asset use, witich in uen keads to good FP. Therefore, innovation i strategy
implementation requires the role of competent IC, which in turn affects the nemal process
performance; mmovation in the implementaton of the strategy will morease the procuctivity of
the company, which ultimately affects FP. Thas, the third hypothesis proposed i

H The wmnovation stratery affects FP medinted by the company's IC and mbemal
process performance.




25 The relationskify of mnovation strafegres, mbemal process performance and fnenctel T he mediating

perforanance

As already stated above, the strategy with the inplementation of innovarion has an impact
on internal process perfoemance. Internal process performance i related to the process of
mnnovation, the process of operation and after sales service. The inmevation process is
related to efficient productiom processes s well as dmely delivery 10 castomens and after-
sales servioe after the customer has made a purchase that s well served. Good imternal
process performance will have an impact on better CP becuse it will increase market share,
mentam the sumber of exisbing custformers, incresse the number of custemers, Derease
cugtomer satisfnetion and alko give more vale for customers,

In the previous discussion, ineatbion 15 a process withm the organizition o ubihee the
ekalls and resources to develop new products andfor services or to bald new produchon and
operational systems so that the company is able to answer customer needs (Jones, 2004)
Terziovaki (20028} provides evidence that mnovation has an effect on ﬁpﬂhmﬂnﬂu of
internal progesses that subsequently affect CP and FP. Therefore, innovation in the
onplementation of the strategy will affect the internal process pﬁ'fumuun: Tz i will
mirense the productvity of the comipany, which i turm hes an mpact on FP thas, the
fourth hypothesis proposed i ths study & as folkovs:

A The innovation siratesry infleences FP*omediated by the oompany’s inteemal
process performance,

28 The reinfionaldh of innovelion stvategies, mtvrnal process performance, cusfoner
performance and finanetal periformance

Infermal process pecformance 15 related to the process of mnovabon, the process of operation
and afiersalies service, The inmovation proces & related o efficienl production processes ag
wiell as fimely delivery o customers and after-sales service after the oustormer has made a
purchass that s well served. As already stated above, the siratery witl the mplemsntation
of imncvation has an impect on mbemal process performance. Good intemal process
performance will have an impact on better CP because it will inciease market share,
maintain the number of existing cestomers, ineresse the mamber of costomes: and ncrense
oustomer sattsfaction and also mive more vakoe for customers. Therefore, inmovation m the
mplementation of the sorategy will affect the internal process perfrrmance beceuse it will
mcrease the company's productivity and CP which ultimately have an mpact on FF. Thus,
the fifth hypothesis proposed in this study is

H3, The innovation strategy inflommces FP mediated by infemal process performunce
and CF,

27 T relnfionstafr of fmvocaion stralegoes, maagenend aoema g i
spshems .:I.lkfﬁnmr.im’ ﬂmﬁ.lnmﬂf

The inmowation statery coverimg all aspects applied by the company will affect the need for
reliahle infarmation, Refiahle information s very mpoetant m o implementing innovaton
sirategies. Bromwich {IEEZII] argees el mformation i management accounting aformstion
syvabems can help companies face the callenges of a market full of congetibon. The apeliction
of the mmovaton sirategy. foruses on inoreasimg the company's valoe added to excend B2
ormipetitnrs and helping managers monitor performance m @ competitvee envirormient full of
uncertamty, Information management aocoumting systen 15 one of the wanagement accounting
products. Management acoounting information sysems play a rolé to predict the consequences
that ey ame on varims alestives cined ool movaeious activibes sichois plaonmg
comtrallng and decision making Information waidlable m the ogamzation will be effectve f
they can support mimahon users or decson makers. Suitability bebween dformestion and the
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needds of decision makers will mprove the quality of decisions taken, and ultmately can mprove
comgeany perfomence (e ef of, 1991}, The strategy applied has an mgacd oo the need for
relinble mfwmaton systems  incloding mmagement aceountmgy informatim sestemss
Infrommation from 2 m‘_ﬁ’_ahle and acourmie acconting system, acoctding W Chenhall and
Morres (1986), = ome that has bread scope, tmelinigss, aguregation ad mbegraton oriteria
Therefore, manosaton i the mplementation of the strategy defermines the needs of & reliabie
MEnaETent Aootunting informeation systen, & the sicth ypothesis propesed in this stady 1=

His, The innovation strategy influences the FP medmated by the management accounting

infermation system.

28 The relefionshnd of imavahon strafepes, wrmagement aceowime o hon
swsteins, tnderan process pevformance and Gatal perisrranee

The innovation strategy covering all aspects applied by the company will affect the need for
reliable infeeion. Relable inforoetion is very imgoctant in amplementing innovation
strategics. Bromwich (19900 argues thar mformetion in management acoounting mfoemsation
systeme can help oompanies face the challenges of 8 markef foll of competifson. The
apphtion of the muovation stratepy focuses on incressing the comgany’s value added to
eweecd ta competitors and helping managers manitoe performance inoa competitive
envircnment full of uwncerminty. Informeation manaEement accounding svstem is one of the
Panagenent acconmting products. Management acoounting infocmafion systems play a role
b predict the conseguences hat may ocour on varous ablemabives aered out in vanous
activities such as/planning, contmolling and decision maling. Infoemation available in the
orpanuatim will be effechve if they can support information users or decisson makers.
Suitability between mformation and the needs of decision makers will improve the quality
of decisions faken, and ultimetely can impeove compeny performance (Cerleff of &, 10911
The mforrmation technology in the management acomnting information system provides an
appartEtiky for global companies o improve cooedimation amsd conteol, oF 1o gain competitive
athvantage on world markels because 1t has an impact onintersal process

[Cemons and Kow, 199; Mahmood and Mann, 1993, Kettinger of of, 1994 Mata f ol 1995
Ross ot al, 1995), [nmovation in information teclmology is an importnt srazesy, Innovation
imipdermerted by the company will determine the nesd for a broad, aggregated, timelmesz and
veluable imauaggemient aceounting information system in order to achieve good intemal process
performanee, whith in fmm has an tmpact on FP, Therdfore, innovation in the strategy
mmplementation  determines the need for a relisble managememt acoouniing mfocmation
system that will uldmately affect the internal process perfremance and FP;

#7, The immovaton strategy influenoes the FT* mediated by the management acoounting
infermation system and the internal process performance.

3. Research method

The population in this research was medium and large manufacturing company bisiness
uitits i Javae Business unitz are part of a company consddered as the profil center,
According to Anthony & & (192 p, 172, "business units or divisonalizion when such
argEmzEatns are responsibie for both the manufactonng and marketing of a product or
family of procducts” Hansen and Mowen (2007, pp. 419-420) define divisionalization sz a
process of decentralestion based o the type of produced poods or secvices or by
geogmapltical, A= the profit center, division managers measure their performance bazed on
sakes and costs or obtained profits, Kotler and Keller (2002, po47) mention business unitz as
stratepic business units which have the following characterisbics: a related single husmess
or busimess group and each has a separake plan; having its ovn competitors; and havimg a




manager responsible for straegic plannng and achieving cetain profit migets and  The mediating

conbrolling various fckrs that influsmee profit achwevement.

Based om fhe deseripbon above, the business unit as the unit of analysis m this research
B part of the organization that: is responsible for the production and marketing of 3 product
ar et of products: is formed by product type: has i6s own oompetiboes whach are different
from competitors of other basimess umibs or divisions within a parent company; and has a
matreger whi 5 responzible and has suthorty over the planning and implementation of
stratemies to achieve the specified profit target.

According 1o the Statiabics Indomesia, medium and large manufacturing companies ane
matfachiming companies with nure than 100 emplovess, Acoording o data from the
Minsiry of Indusry, there were 1266 manulfaciuring companies with varions bosiness
feebds wertil the bennnmg of 2004 Afrer further amalvsis om the nomber of memifacturmg
compEnies iw fave that managed production procsses of processing raw materials o
finished goods, 339 companices were determined.

The unit of smalysis of this research was the business unit, If it was assumed that one
Biziness unit was faken from one company, then the popalation of this reseanch was 359
business uniks, Sample detenminatmon was done by Yamane's (1973 approach 2 quoled by
Ferdmand (2006) vath the following formla:

= z
1 +1"FDH-I
where @ 15 the mmber of samples: N the popukibon st and I & the speafied precson
or % looseness of maeouracy due o sampling errors that can be tolerated.

By using this formals, the research sample was at least 80 respondents or 21 percent. The
reseprchers tsed guesticaninaires whach were sest directhy 1o resgondents through surveyor
perzonnel and By fax of eamail to 380 selected manufacluring companies (nosl icuding
conmpenies used as the trial), As an effort to incresse the response rate, an wlerview was made
v iekephone before the questonmre wis senl. Bespondents in s research were busmess
unit meEnagers of esiness mmit firencial meanagers or resolTE MAnAgers Or operatons
managers In this case, the questionnaire could be filled by the business unit mznager or the
husiness wiit fimancial msanager or the resource manager or the operations manager, The
Biasiness unit marager was chosen as the respondent Becavse the business uiit manager’ is
rhe top keader who deterrmines the poliey and undersands the evstenin the business ynit e’
he leads and has the authonty o cary ot the inovation: strategy. Fmancial managers,
FESOUTCE Managers and operations managers were also selected a8 respondents because they
are ooisidered] o lewve sdequate professional knowledge relating 0 the management
aocoumting information system dev ent and have the autharity in innovation, humsan
resoirees management and the company's operations prwess,

The instrument wsed in this study is questionnzires which were flled o the extent o
which respondents agreed and messured with five-pomt Likert scalis, The fotal guestions in
i gquestiomnaires were 48 questions. To collect the data, this stody used a survey method
that the questioniaires were sent to reaponidents who were selected as samples determined
b cerfain procedures, Queslionnaives were amalvesd refated o (he completeness of the
fillisg omd theen tabulated. A total of 135 respondents filksd our the questionnaire compleiely,
It mesmd the response rate of the questionnaire was 35 percent of the tofal population. Based
omi this formuls and based on several previows shudies, the number of samples fulfilied the
requarements for further analys:s,

‘The research insirement used in this study 2 a questionmaire distributed (o the selected
respondents b obtvin primary data, Cestions for the stategy variable vefer to the research
comducted by Termiovski (2002, for management accountme nformation svetems refer to
the mstrment developed by Chenhall and Morss (1985), for IC refer to the instrument

effect of
intellectual
capital

1261




1262

developed by Bonbis (1998 and for mternal process performance, CP and FP refer to the BSC
oo developed by Baplin and Morbon {1992),

4. Findings aml discussions

4.1 The relnetionslel of ovoeation strategivs, silelloetred cafpifol pud famicial performanes
Compoente IC and CP do not mediate the relafirmship between 515 and FP, This 19 becanse
there is a non-significant medEfing variable that is IC and CP,

Somtegies and IC show a statistically significnt reltiorshii; this s becnse the
imperrientation of e sifiegy reoguimes. e roke of angedent 10, Huran aapital, straciural
copital and customer copital ae needed inthe mphmmestation of minovation statercs curied
out an an ongoing bass. This s m accordance with the opamson of Hamson and Sallvan (2000
that the sueress of 1 company shown by the results of its performance & strongly mfluenced by
the commpany”s roatine effocts 0 optimize the vnhes of the 1o of the company. IC famam capital
st -:aﬁtﬂanimmnwmuimﬂ provides support ad diversity of different crganizationsal
vitlues such as ineressing profiks, acquisiton of mrovabion from other oompeaness, cmsamer
kvalty, efficency and effectiveness of cost usage and productivity | IJTH.I.'LP-‘EEI‘III.l‘h- processs and
prochicts) in innovating and implementing infrmmation technobogy

Inovation 15 & protess I an organiabion that ohilees ':ih.l"ﬁ- ane! resources to devedop new
products and services and Tuikd new prodection and operational systems, Inmovation enables
A cnnpEny o amswer customer meeds. Association and ncvation strategy rekbenships
applied ina sustainable manner with company performance baged on RBT are eritical for
companies fo compete cffectively m domestic and global markets and are consdered as one of
the most important comporemts of organumtonsl srtegy (Davik, 2000 Higt of af, 20010
Celowet s Tergiossak (200 also explan the wnpostance of uman resolrce mwagenent a8
part of Trren capital when developing innovation stmtegies for product inmovation: and
process innovation, Knowlbedge management suppots nnovabion peformance if there 2 3
comprelensive and emalmens approach from sofl bumin resounes manmzenent practios
and hard information echnolopy practices. If ths is implemented together, ot will be able to
wirk well The strategy implemented by the company will determine the nesd for IC in order
b achiese good performance,

Haged o0 the indmgs as many a2 44 percent of respondents strongly agreed and
49 percent of respondents agreed o guestions related o product and process imnovation
This mdicates that manefacturimg compames m Java generally aluaﬁ make inmovative
producis that can be reached by customers and provide aestomer satisfaction. Companies in
Java have always seent themselves as ope of the most innovative i the mardet, alvays
etriving to find out customer neads that have not been fulfilled by developing new products
and services o el these nieds a2 stated by the Governor of Java a1 the apening of the
EXPO of Java nmmifacturmg products. Product amd process mnovation requires the role of
competent IC, Therelore, the implementation of an SIS requires the role of competent 1€

The main focus of mnovation inmanufaeurng companies n Java is the areation of umgue
products and production efficiency as well az new ideas an products to face glohalization and
pcreaznghy sharp competition. The coeation of new ideaz isin furn bupkaented into new
prodiits and new prooesses 10 provide and channe] Detter customes valie.

EudmbmnFMEnmﬂ&ibﬂmaumdmlmmuhﬂmmﬂuxdmmt
market o mect market needs. Prooess innovation :h:smhm:hm:smﬂtwdyau
arganizmtion produces the final producs and services of & company. Process innovation s a
mean to improve cuality and 3o cost savings. This reflects that the adoption of the
RO adion proess is recopmized o dnpoove producticon eficiency and the gueadity of products.

The existence of produect and process. innovation requires  reliable  information
technology, Based on the results of this study, manufactoring compenkes put forward
technology in the implementation of their strategy. The results of the study show 43 percent




of respondenits chose strongly agree and 4% percent of respondents chose agreed to the  The mediating

questons related 1 lechnodegy in the unplementation of the strategy, Ths llestrtes that
the innovatirm stratery also cannot be separated fromi the role of technology, Information
technology 8 & key element in the strategic information system, and it srill has a great
mpartunity to be eaborated in the mplementaton of the stmiegy m relation o
Lu'galnmlmml performance. lndormation technology mcludes technological capabilities,
economic comeiderations n utilizing technolgy, application feasthility, <kills and ability
to develop applicabions, pressure on corfam orgaiizations and ndustres to mprove
performance an capabilifies of organizations to implement mfamation techmology. The
Pesilis oF e study show that almost all manefacturing compames i Java pal forwsand
information techrology in the inplementation of their stealeghes,

In this study, IO & the sumn of the three main elements of e onganceation, whech ane
mdwators of the IC, namely human capital, structural capétal and customer tspimkr:htcd T
knowledge and fechnobogy. [C provides more valoe to the company in the fom of
commpetitive advantage, During the globalization era, product and process inbovation and
mformation kechnology as well as mbense business compeliton have forced Gompanies o
change the way they do businesz. To win the competition, companies must quiclly chanpe
their strategy from a labor-based busitess toa knowiedee-based business, so that the main
characteristics of the company becomne 3 science-based coumpeany.

A resparree can hesaid to have a competitive advantage if it meets the following crievia
these resources enable the company to capmwe varcus business opportunities and
overcorme various challenges: these reamirces hive their own uniqueness and are Jifficult to
obtain i the market and are oaly owoed by some companes; and these résources can be
used by companies o provide benefits to the company. EBT explams that infernal resources
owned by the comgany (both fangible and infangible) affect perfonmeance, which will
nltimatety merease the value of the company. One of the resourees awned by the csmpany
fronn the mitangilde asseis is IL.

The relationzhip between 10 and CP shows results (hat are ned statistically significant.
This indicates that there & no relationship between 10 and CF. CF which includes product
athribistes, customer relationships and brand mage does not affect IC needs. Manufactuning
crrmpaiies m Java pay litthe attention to the importance of 1C. Thes can be seen from the kack
of empowerment refated to human capital, stroctoral capital and costomer eapital, Almost
all manufacturing companies in Java do pol cany oat financal planmng rebited 1o
ernpowerment and IC fnancing, The use of physical and inancial assets and fxel assets
still dominates to confritute fo the company's performance.

The relationstop between IC and CP is not ststlly signifcant, This indicates that
there i nn relationship between [T and CF. CF, which includes product attribaes, costomer
relationzhips and brand unsge, doez oot affect [0, Manufacturing companies in lava pay
fittle attention to the importance of K. This cin be seen from the lack of empowerment
refated b hurman capital, stnctural cpial and cestomer capital. Almest all manufaciunng
compantes i lava do not carry out financial planning related to-empowerment and IC
The use of physical and fnancial assets and foced assefs shll domingtes (o mamtan
CUTTIELNY PETirITEnce.

Hurmean capival, which is part of IC in manu@etiing companies i |ava, has not been able
ta create value (value creation) for the company. The essence of human capital lies in the
rreatrvity, intelbrence and skills of employess. With ther ceatavidy, slalls and intelligence,
empboyees of memufactunng compEnies  fava seem to heve not been able to do their best
way, 50 the company feels that it does not get the best performance from its emplovess,
With all the efforts given, emplovees in manufaciuring companies have not been ablke o
make their company different from other companies. Theeefore, empowerment of himmn
reeourees related to human capital iz indispensable, Most manufactudng companie in Java
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dir mat have employees with ideal competencies; this results m emplovees netther beng able
to work with teams, nor to have ther own wdzs nor te plan aooordimg o the schedulke.

The next element of IC & structural capital Structural capital & the ability of an
organization W fulfill the rowting process and its structure that supports emplovess” efforis
ro prreduee optimal infellectual performance amd sverall Tosiness perforzmnes; e example,
operational system, manufacturing  process, organizational culture, management
phiikeophy and all forms of nicllechul property. In relation 0 stnucturl capital,
mamfachming companies m Java bave oot optimized the abilidty of emplovees, operational
ayatem, manufacturing protess, argandzstonal colture, Hanageient philosophy and all
forms of infellectual propesty. Most manufaehering compsnies in Java do not lave a cdear
operating system procedure, because the company does nod have 2 database for relevant
uformation This has resulted in few weis developed by the company.

Menufactining. compemies in Java haee also nob been able to exploce the potenizal of
empioyees related (o customer capital o oeate value addisd for the company, The strategic
palicies have not been synergieed, mof led o market orieniahion and oot pricrtizsed consamer
gtisfaction. Therefore, companies sl need 1o make substntal nvesments o foces on
cotfsmers s they can become market deferminentz [n customer capifal, maimtsming
relationship with conzumers, as well a& kisowing tee besl consamers and mvalving them o
devision making. 8 important 2o the company can achieve what 8 has not achieved,

CF iz the souroe of o for fimancial purpesss. The comgetition 1o keep old customers and
pe new cusiomers has beoome tighter making CF very impostant. The oovpeasy determmnes and
selects the customers and market segents to compete, In the perspective of the customer, a
"salue™ given o the customer i seen Pom peodoct attributes, good rdabionships with cusomers
and bramd g

The company must determine which pecapective customer: segments the oxmpeny
should enfer, so the benchmarks are clearer, Thus, the 1 the amplovess have in creating
value will provide a harmonious relationship with cestomers, Howeser, the results of this
siidy explain that W does not affect T It 2 m‘hlc that meanufacturing smpanies
studied seem o pay Hitde attention fo K as o of the main peoduction fctors -:umpami 5
ather production fadiors such as capital, technology end money. The company s mol awane
about the profits derived from IC as activites ave only seen from a business perspectivie
Leaders dn not see the company &5 8 unique mnrnfmmwledgﬂ} and skills, o a set of unique
Dsiness assels that can diffeventiabe products or services from ils compefitors,

CP affieds FE. In cistomer perspective thit shows OF, comganses nead fo first determine
the market segment and the target for the onganization or busness entity. Mext, the marager
miust determine the best measuring metrument to measure the performanee of each operating
unit in an effort to achieve s finemcal target= Fucthermore, if 8 busimess unit wants to
achieve superier FP in the Jong rim, they muss create and present a new product or servioe of
better vahe to ther customers (Kapkm and Nordon, T996), The prodisct & sad o be valualide if
th benefilz received by the peoduct ame higher than the cost (G the product perfosteinee is
chrser o or even mure than what 15 expected and pereeved by the costomer), The comgany
must satisty the potential customer; it needs market segmentation o serve i the best way
based on existing capabiities and resources. Good CF has an impact on FE

4.2 The relnlionslah of tovation stratepees, mikfelloctend capefol imfermal frocess
Perfrmanre dud Trenneial perfvnienee

Comperate 10 @nd infernal process performance do not mediate the relationship between
innovation strategy &IS) and FP. The mnosvation strategy infleences the needs of IC of an
deal commitment, Bowever, IC dos not affect intermal process pecformance. Manufacturing
companks m Java have gotd mtvmal process performarce, athough not supported by
coampetent 10,




The ol of IC in Jmnu{n-:rmugmn;:amﬁ in Java in the mel:mmlartr.mnf SISt very  The mediating

unpurlaul. The manufacturing (companies m [ava are curently expeniencing  boomng
requaring the role of qualified IC, but the results of this study find that emposerment of 1C is
still low. This certainly afficts the performance of internal processes, as evidenced by the
nonssigrnificant relabonship between [C and mtermal poocess: perfrmance,

Human capital of manufacturing companies in Java has ot been able 1o do valve
creatioi. The eszence of human capital lies in the inelligence of emplovess, With their
creativity, ekills and mielligence, emploves of manufacturing companies in Java sesn o
have mot been able to do their best way, so the company feels that it does ot get the best
performance from s employess. With all the efforts given, enplovess in mamifacturme
crmipanies have not been able to make their company different fromy other companies. Moas
manufactnng companies in Java do not have employess with ideal competencies; this
rezulls in emplovess neithier being able to work with teams, nor (o have their own ideas nor
tor plam according: to the schedule

Structural capital i the ability of an crganization i fulfill the routine process and s
shructure hal supports employess” efforts o produce opbima] intdlectual performnce :u'u'l
overall bisiness performencs for example, operationd] sestem, manufachrmg process
orpanzational cullure, management philosophy and all forms of intellectus] property. ln
relation 1o struciuml capial, manuBchering compandes in Java have not optimized the ghility
of errployess, operatomal System, manuacuring progess, organizaronal culiume, managenend
philczomhy amd all forms of tellecns] property. Mozt manufaciuring compemies in Java do
not have & char opaahing system procechire, becuse the company does nob have a databease
for refevant informsation, Thes hes resulted in few ideas developed by he oomgany,

Manufacturing comparies in Java have abso nol been able fo explove the potentsil of
employees related to customer capital for the ceeation of corporate value. The strateric
palices have not vet led to markel ocentation and to poontee consumer satisfachion,
Thesefure, companies still need o make substanbal merestments to foous on omsumers s
they can hecome marliet determinants. Maintrining relatiorshin with consumers, a3 well as
knowing the best consumers and involving them in decision making, is impoctant so the
comipany can achieve what it has not achieved.

Good internal process performance affects FP as previously discussed. This iz supported
By Tersovsks (2002 that inpoeation affects performance of internal processes, which
sulsequently affeclt CF amd FP. Therefore, moovation in the strategy mnplementition will
affect internal process perfrrmance becanse it wall nerease thi productivity of the company,
which in turm affects FP.

Ciperatioms management process i oreating goods and seroces throngeh the fransfoomation
of input mte outpat This activity 1S related to making immediate decisions in daily busmess
by pricwitizing the level of efficency i the use of hnvted resouross. The operative management
[POCESS EOVETTE TEna gemend, in the sense of contintios steering over svery busines process
and supporting process. The vesults showed that 46 percent of respondents answered strongly
agree, 47 percent of respomdents answerad agree and ¥ percent of respondents ook the neutral
altemptive to questions on operations  managemdnt processes. This dlustrges  that
mearrfadtunng companies 0 Java have performed cperstional processes wedl,

Customer managerend proress moludes how the compamy pels customers, ramsains
customiers and manages 1t brands. The results showed that -4 percent of respondents answered
strrmghy aprel 7 poveent of respondents answered agree and 75 pereent of respondents took the
neuiral alfemative. to guestons on customer maragement processes. This illustrates that
manufacturing companies n fava have carmied ot cusiomer management processes well

The innovation process s part of the intemal process pedformance, which s part of the
sratepry mnplementation, The resulis showed that 46 percent of respondents answered
strongly agree, 46 percent of respondents answered agreed and 8 percent ook the neutral
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altermative to questions on innovation processes. This shows that mamdacturing compamnics
m Java have performed product and process minevetion procsses well

Hepulatary and social processes help organizations to continuously get the right to
operEte in communities and countries where goods are produced and sold, The company
manages and reports on regulatory and social performance relited to several mpartant
dirmmnsaons, such s envirorment, securitr and bealth, emplovee practices and commumnigy
imvesstment. The results showed that 30 pereent of respondenss amesvercd stromgly agmee, 47
percent of respondents answered agree and 3 peroent of respondents ook the neutral
altemative (o questions on regulatory and social processes, This shows that manufachuring
comnpanies in Java Bave perfocmed regulidory and social processes well, Therefore, 10 and
internal process performance do not mediate the relatonship between SIS and FI*

A3 The velrtionsiah of intavalion siralegies, Sl firocess Periorimanes, cuslimeT
performance and fnaeeial perfermance

Internal process: performance and CF mediate the relationship between 505 and FP. As
discussed above, manufachring companies in Java always improve efficiency in their
operational manggement processes, and ther operanonal process 5 always oostomer
oriented by inmovating products and processes, Manufacturmg companies in Java also pay
Cclose attention i (he prevailing regulations and carry oul social procezses for the benefit of
stakeholders. Internal process performance is refated o the process of iInnovation, operation
and after-salea service. The innovation proceaa & refated to the process of oreating products
and zervices m line with customer needs and increasng the use of technology 0 the effort to
develop new products, while the operating process is related to efficient production
provesses and Heoely delivery o customers and after-siles service.

Good internal process performance will bead g0 bettor CF because it will merease marloet
share, mamtam the number of Eostng customers, incease the nuomber of oustomers,
miTeaEse customer saitsfacton and mprove CF because 8 will provide more: valwe to
customers, Terziovski (2000 provides evidence that immowvstion afiects ntemal process
performance, which subsequently affects CF and FP,

Inmnvation strategees affed FI if there &8 good miermnal process performeanoe. Furtbermone,
pood mbernal provess pecformance affects CF, Therefore, interred process pecfoomance and CP
medinte the rdatiomship between comtmumss moovation stratemes (315) and FP.

4.4 The reletionsigh of imovation stretegies, manageme i oo iing infarinafion swsfens,
fnterand process performence, cestomer performance and fnavcial performiance
Marugenent aowoanting Dfomuaten systents aned mtenal peocess performseie ully medite
the relationshin berween S5 and FP, The innovation@imtegy covering &l aspects applied by the
comngsiy will affect the need for relisble sformaton, Broerach (19900 argues thsit information in
managanend socounling infrmetion systems can help oomgenies face the chalkeiine o a
market full of competiiom, The narapement scooumtmg informmation systems focus oo
mereasing the oormpany’s valoe added o excesd it competitors and helpime managers monrtor
performance in a competitive enviroament full of uncertainty. nformation nunagerment
aciundng svstem s one of the management accounting products. Mansgerent acounting
m.'[mnmm;:.rs-tmna preshiet the consegpeences thal oy occur of vartous altematives carried out
I varions activites such as planming, contreling and decsion making. Infamabion avagable n
the argemizstion will be effectie f they cen tadoe the right, scowrate smd congrehensive decsion
Suitahility, accuracy and relevance between informatin and deckion making will
improve the quality of decisions taken and ultimarely fmprove corparate pelformance
(Gerdoff ¢ al, 1991} The innovation steategies will determine the nesd for 2 management
peoounting information systemn, which has a broad scope, aggreration, tmelmess and
mbegratiom, for good intemal process performance, which fmally affects CF and FI.




Therefore, the management accounting information system, internal process performance  The mediating

and CP fully mediate the relationship betwesn 515 and FP (Table [)

4.5 Limilanions of W sty god impleation

The limatations of the study are that the [C analysia n this study isa combination of human
capital, eustomer capital and structural capital The angdy neither analyaes the elements of
IC individuadly mwar conducts an analves on the relationship between mwlicators m 2. It
assumes that IC congists of uman capityl, customer capital and structural capital that
cannod be separated. The present shady does not :.Lmad::r whether the mamuifacturmg
company has gone public ornot, The mamfacheing companies, based on the data from the
Minsiry of Industry and Trade in Java Provinee, have been Emup:—d in mectium and large
commpanies; however, this study does not further identify the grouping and the resubtz of this
aiudy carmot be generalized o all manufactoring companies in Indeesia, as the soope i
timnited Lo rmanufacering companies in Java,

The theorefical rmphcaﬁnn'a m this Ehfd}' are o fill the theorenical gaps i [} and RIET
by imtegriting the contingency theory to it In addition to that, this stady is akso intended m
fill the gaps from previcts research related to 10 and BET by including conbngency
variables, iamely 10, secounting infrmaiion systems, infermal process performance and CF,
This & expected W provide an explnation of the cresal relationship between inmovation
siratemes, the robe of IC, reliable management acoounting infoamation sysbems, company's
miemal process perfirmance, CF and FP. In expanding the theoretical mode], this study
adds contextual varables m contingency theory which comsist of the mediating vanzble of
IC, management accounting information systems, company's internal process performance,
ws well a5 CF on the stralegic velabonship with FP. The prachcal mipheations m this
research are expected to contribute 3eas to all company manarement o East [ava,
especzlly manufacturing compamies such as the mportance of mnovaton mostratepy
muplementation, management accountmg informeaton systems and IC in mnproving: the
commipany performance o deal with free trading mdusrry,

& Conclusion and suggesiion

Based on the aforementioned explamation. the sfudy bas come to the follkawing conclusions:
an innovation stestegy that mclodes product innosvation, process innovation and technology
hos an npact on FP i there i2 a2 good intemal process performance, refiable management
pocounting mformation system and good CF, The internal process perfonmance, whach
inchides operations MEMAEETMENT [IOCESSES, CUSIDMEr Management PEOCEESes, INNovaTion

Mo, Hipobeis Kepatasmn

| fi'l; the mmirmdion stradegy inflences the fmancml] performance medipterd by the Confirmed 87
company's miellctual cipital ard oEtmer perfonmane
2 A2 the immpvation strategy influeposs the fmancial performaec: medinted by the  Roected (2
mielltual cipdal memal process pedormance and astomer percformance
3 A3 e mnovation steatery affocts fmemond performanse oedmied by (b Hepecied M3
goampany's meellactual cepita ] and intesmal process. perfrmumes
4 Al e imevadion stodegy mfloenaes fmasciol perfamsnnce meshated by the Rimecied 4
cranpany’s infernal peesEs perfrnmnoe
15 the mrercatem stratepy mfloences foarcd perfemunce redaled hl'F'iI'I.Eﬂill Coifrrmed 45
process performanee and custoiser prfoimrinoe
B, i Emovodion siedtery’ inflenos the fmancil performang medinted by the Confirmed M5
ransEeTent aeoembing mfornetion guEtem 7
T N the nmovation stmbeey ndhienoes the financial performenee medinicd by the Lonfrmed K
AT EPT Sens i micemeition systan el e blamal proces perlonmue

=1
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processes and regulatony and social processes, optimizes the relationshap of the strategy
with FP. In this study, IC dees nof affect CF and mberna] process performance, nor does the
management accountng nformabion srstem affect FIP. However, information systems affect
FP through intemal process performance and CF

Suggestions for mprovement of practices in the ampany ane as follows. First, this study
provides mfmation w manoufacurmg  canpaies n _]m about the mportance of
combinimg frmcial and non-financial measores, as there 1 8 cauge and effect nflatonship
between the twa, by aligning the measures with the company’s strategy. Second, 1€ in this
shudy does not mediate the relationship between mnovation sirategies and CP, Howeever,
attention to I = =6l indispensable given the bagderm characterstes of 3 soencebosed
poonomy with the application of knowledse nsmagement; the prosperity of a company will
depend on 4 creation of ransfommbon and cipitabzaton of knowlsdge )i

Suggestions for mprovement of acosunting education are as follows, First, this study
comribufes bo increasing the acedemics awareness related to the smprovement of the
acepunting curriculum. The findings are in the form of the latest management aecolnting
infrrmation. syalems preactices widely used by the business world, The peactice of the
manapement avcountag information svstem should be included e koture neienal, for
cxample in the form of a mamgement seooanting labmatory, so students get the lntest
knoowlede related to management accounting information systems. Second, the results can
ke nsed as o basis for evahiating materiaks and curvicolum by the management and 1AL of
echicators, Third, the accounting materials must be upcdatad i accordance with accounting
pEACtices o anewer citicism from the public that aceeunting rescarch only revolves arsund
academics and the results are only for academics.

Sugrestions for fotwre rescarch are a5 follows, First, the study does not differentizie
responcents from manufacturing companies that go public and those that nod, so further
snudies are encouraged to differentiate these rmn categiries. Second, futre studies should
inchude not only the manfacturing companies on production process, bt also those
engtaged inoservices. Thicd, the questions in the questionoaire do sot explere nfercausal
refafiomships betwern strmbegie obyectivies such as i the BEC concepl, 2o it will be better if
further research zleo explores the fopic.
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