Business Approach Using
Ecoefficiency Concept in
Enhancing Competitive
Advantage Based on Green
Product Efforts

by Hamidah Hamidah

Submission date: 15-Apr-2020 11:02AM (UTC+0800)
Submission ID: 1297950457

File name: Hamidah-14_25892409.pdf (1.16M)

Word count: 3261

Character count: 19521



£

ATLANTIS
PRESS

Advances in Economics, Business and Management Research (AEBMR), volume 35

Mulawarman International Conference on Economics and Business (MICEB 2017)

Business Approach Using Ecoefficiency Concept in
Enhancing Competitive Advantage Based on Green
Product Efforts

Mochammad Ilyas Junjunan®', Hamidah™

#Fakultas Ekonomi dan Bisnis Universitas Airlangga

Surabaya, Indonesia
tilyasmochammad30@gmail .. com

?hamidahrudy@yahoo.com

Abstract— This study aims to determine the business approach
by using the concept of ecoefficiency in increasing competitive
advantage based on the efforts of green product. The amount of
industrial increase is proportional to the amount of increased
pollution generated from industrial production processes [1]. We
intend that the use of the concept of ecoefficiency is capable of
producing environmentally friendly products and in addition to
creating a competitive advantage for the company. The method
used is qualitative case study, validity of data using triangulation
test for cross check between interview result, observation, and
documentation with supporting theory. The analytical tools used
to test the prevalence of data are data reduction, data
presentation, and conclusions. This study found that the business
approach used is business strategy cost leadership. In the
calculation of ecoefficiency, the resulting ratio is greater than 1,
indicating that the company is efficient in production, and
environmentally competitive. The results of the analysis are
supported by the wastewater treatment system (IPAL) used by
companies to reduce the impact of waste generated. The entire
company has cleaned and environmentally friendly products
with the concept of ecoefficiency in increasing the company's
competitive advantage.
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I. INTRODUCTION

Today, most of the world's industries are turning
to a green economy, an environmentally friendly
and efficient economy in the use of natural
resources. In Indonesia, people's consumptive
behavior will affect the increasing needs of goods
and services. Competition in the industrial world is
required to gain a large profit by the use of small
resources. This competition makes the business
enterprise must have a competitive advantage from
its competitors. The main change in the business
environment is the increased customer expectations
of product functionality and quality [2].

In the last twenty economic development in
Indonesia leads to industrialization. There are

approximately 30,000 industries operating in
Indonesia from year to year has increased. The
amount of industrial increase is proportional to the
amount of increased pollution generated from
industrial production processes [1]. DeSimone and
Popotf [3] introduces the concept of ecoefficiency
as an idea that is an effort to improve the efficiency
of the company by minimizing the output of waste
through the production process or environmental
clean technology. Huppes and Ishikawa [4]
provides the argument that ecoefficiency produces
environmental intensity and environmental
productivity in the field of value creation, and the
cost of environmental improvement and
environmental cost effectiveness in the area of
environmental improvement actions.

Increasing ecoefficiency becomes one of the
company's strategy in order to compete with
competitor company and besides able to increase
company's profit [5]. An action to protect the
environment by a company can create a good image
of the company and be able to increase sales [6].
Lay and Panjaitan [7] said that the results of the
calculation of ecoefficiency is expected to be a
consideration for companies to be able to begin to
reduce the impact on the environment when making
the existing production process. Environmental
issues become important for companies to get a
good image of the community [8].

Green product has a positive impact on the
environment and is expected to be a competitive
advantage for the company. According to Albino,
Balice [9] a product is said to be a green product
when, when the production process, the use of
materials, disposal, and environmental and social
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performance have been integrated to create green
products. The characteristics of green products are
recycled goods, recyclable or reusable, efficient,
environmentally friendly packaging, green labeled
(labled), rentable or loanable, and certified [10].
The concept of eco efficiency meets the criteria in
the manufacture of environmentally friendly
products by processing the net production process
based on superior product quality.

World Bussiness Council of Sustainable
Development [11] states that companies
implementing the concept of ecoefficiency intend
for several reasons, such as record the performance
and progress of the company; identify and prioritize
opportunities for growth; and identify cost savings
and other benefits associated with ecoefficiency.
There are two contributions in this study, firstly,
providing knowledge of the implementation of the
concept of ecoefficiency that links between an
economic and ecological point of view on a firm's
business strategy. Second, to provide knowledge

that in the application of this concept of
ecoefficiency can increase the company's
competitive advantage based on the efforts of green
product.

In the next section of this paper discuss the study
of research literature, the three describe the
methods used in the study, the four describe the
results of analysis and discussion and the last
section describes the conclusions of this study.

II. LITERATURE REVIEW

A. Environmental Accounting

Environmental accounting is a term that seeks to
group financing by companies and governments in
environmental conservation into the company's
environmental and business practices posts. Gale
and Stokoe [12] states that financial environment
accounting emphasizes the analysis and reporting of
components of costs and obligations related to
environmental  issues. These environmental
conservation activities will ultimately emerge
environmental costs that must be borne by the
entity.

Environmental accounting can also be analogous
to a quantitative measurement framework for
environmental conservation activities conducted by
companies or organizations [1, 13]. Reporting
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environmental costs allows stakeholders to have a
motivation to identify ways that reduce
environmental costs to improve environmental
quality.

B. Ecoefficiency Concept

Ecoefficiency is a tool used to add value to
products with environmental impact reduction [7,
14, 15]. The purpose of implementing ecoefficiency
include customers wanting cleaner products, ie
products manufactured without damaging the
environment and the wuse and disposal of
environmentally friendly; employees prefer to work
in companies that are environmentally responsible,
and generate greater productivity; companies get
external benefits with environmental responsibility;
good environmental performance generates
significant social benefits; improving
environmental performance can inspire managers'
desire to innovate; and reduction of environmental
costs can maintain or create competitive advantage
[16].

In the research Lay and Panjaitan [7]
ecoefficiency brings two eco concepts of ecology
and economy. That is, ecoefficiency connects the
value of a product or service to the resulting
environmental impact. The ecoefficiency equation
as follows :

Value of the product
Cost + Environmental cost

Eecoef ficiency =

In the calculation of ecoefficiency, if the resulting
ratio is > | (greater than 1) then the company can be
said to have been efficient in production and
environment. While the resulting ratio < 1 (less than
1), then the company has not been efficient in
production and environment [7].

C. Environmental Management Accounting

Environmental management accounting is
integral in corporate management. Environmental
management accounting itself is the process of
identifying, collecting, estimating, analyzing,
reporting and  transmitting information on
information based on material and energy flows;
information based on environmental costs; and
other measurable information formed by an
environmental management accountant for
corporate decision-making [17]. Schaltegger and
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Burritt [18] environmental management accounting
(EMA) is an environmental management and
economic performance through the development
and implementation of accounting systems related
to the environment and its practices appropriately.

Singgih [19] states that five combinations of
approaches are comprehensive: reduce and
prevention for waste; demand side management;
design for environment; product stewardship; and
full costing accounting. Burritt, Hahn [20]
integrating two environmental components namely
monetary environmental management accounting
and  physical  environmental = management
accounting.

D. Relation of ecoefficiency concept, competitive advantage
and green product

Ecoefficiency helps companies, individuals,
governments oOr organizations become more
sustainable. Ecoefficiency is expected to achieve
cost efficiency and environmental benefits. This
environmental approach will increase competitive
advantage. According to Ikhsan [21] states that the
external function of environmental accounting
provides the authority for the company to influence
the decision-making of stakeholders, such as
customers, business associates, investors, local
residents as well as administrative sections. And an
important factor to note is the disclosure of the
results of environmental conservation activities in
the form of accounting data.

Increasingly fierce business competition makes
enterprise management must think hard to find the
right way to survive and at the same time succeed
in achieving corporate goals such as profit, market
share, growth and others [22]. Porter [23] states that
the main function of management is related to
strategy of establishing and communicating the
unique position of the company, making trade off,
and trying to create conformity in various activitics.

Implementation of the strategy theory put
forward by Barney [24] has three competitive
position of the company, namely competitive
advantage, competitive parity, and competitive
disadvantages. Companies that have a cost strategy
in their environment indirectly have cost
competitive advantage because the company has a
management strategy in its environmental policy,
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which will have an impact in determining the cost
per unit of products produced by the company.
Reduced sales costs from environmental impacts
will be lower than sales of product costs that do not
subtract at all. It can be the company's competitive
advantage based on the efforts of green product.

1. METHOD

A. Research approach

This research uses qualitative approach of case
study. Is a research that intends to understand a case
or phenomenon experienced by research subjects
such as behavior, perception, motivation, action and
others holistically by way of describing in the form
of words and language, in a special context that is
natural by utilizing various scientific methods [25].

B. Data collection

Technique of collecting data in this research is
done by using method of observation, interview,
and documentation [26].

C. Test data validity

Validity test is an effort to increase the degree of
data trust [25]. In this research using triangulation
test, that is using triangulation theory for cross
check between interview result, observation, and
documentation with supporting theory.

D. Data analysis technigue

Technical analysis used in business approach
using ecoefficiency concept in increasing
competitive advantage based on green product
effort that is data reduction, display data, and data
conclusion drawing / verivication [27].

IV.RESULT AND DISCUSSION

A. Corporate business approach

Companies implement business strategy on one
of the strategic management concepts of cost
leadership, cost leadership business strategy focus
to gain profit by reducing economic cost under all
the competitors [24]. The result of triangulation
shows that the company considers the approach to
the employee for the purpose of the production
activity can be achieved. The company has the
power to determine the selling price, because the
other competitors will not raise the selling price
before the company makes a decision.
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The company provides good employee benefits to
maintain product quality. In addition, the company
recruit employees to the community around the
company's environment. It shows that the
company's business approach implements human
resource management, production and marketing
approaches.

B. Ecoefficiency concept company

The concept of corporate ecoefficiency is
indicated by the use of production raw materials
such as fresh fish, vegetables and flour. The raw
materials do not cause the impact of hazardous
production that can pollute the environment. In
addition, the company uses Waste Water Treatment
Installation (WWTP) to minimize wastewater into
waste that is not harmful to the environment. In
addition, the company provides training to
employees to improve the competence of each
employee.

The ratio of ecoefficiency is obtained from cost
and sales data, this ratio is calculated by dividing
net sales by total expenditure including
environmental costs. Based on the calculation, the
net sales value for January is Rp. 512.412.000,
while the cost incurred is Rp. 399.179.981. The
results of the calculation as follows:

Velue of the product
Cost + Environmental cost
Ecoef ficiency = Rp 500,257,000

Rp 376,440,995 + Rp 22.738.986

Ecoefficiency =

Eecoefficiency = 1,25

The result obtained is 1.25 in January, while the

calculation in February is as follows:
Value of the product
Cost + Environmentel cost
Ecoes fiesency — Rp 571.547.000
Rp387 551700 + Rp 24.849.875

Ecoefficiency =

Ecoefficiency = 1,39

The result obtained was 1.39 in February and
increased from the previous month. From the
results obtained can be shown that the company is
efficient in the field of production and environment.

TABLE 1.

CALCULATION OF ECOEFFICIENCY RAT10 OF PT. INDO LAUTAN MAKMUR
SIDOARIO FROM JANUARY TO FEBRUARY 2015
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URAIAN January (Rp) February (Rp)
Cost + Environmental Cost

Evvironmental 2273898600 24 849 87500
cost

Cost 376.440.995 00 387 551.700,00
Total cost 399.179.981,00 412 401.575.00
Value of the product

Sales 512.412.000,00 594 813.000,00
Sales cost (12.155.000,00) (23.266.000,00)
Net sales 500.257.000,00 571 547.000.,00
Ecoefficiency 1.25 139

Source: Processed data (2015)

Rasio Ecoefficiency

' D D B Rasio Ecoefficiency

Januari Februarni

Figure 1. Comparison of ecoefficiency ratio from January to February

The ratio of ecoefficiency generated by the
company in January - February is greater than 1,
this indicates that the company's production process
can be said both in ecology and economy because
the company produces a small production cost and
get high net income. The Company is able to
provide customers with a clean product without any
environmental damage and the use or disposal of
the product is environmentally friendly. In addition,
cost reduction from production and environmental
processes can create Or maintain competitive
advantage.

Finally, using the concept of ecoefficiency the
company can create environmentally friendly
products and deliver more value as a competitive
advantage of the company.

C. Competitive advantage based on green product effort

Competitive advantage based on the efforts of
green product to form the public trust to the
company because the products produced in
accordance with the needs of today's society. In
production, the company provides environmental
conservation by reducing the impact of waste
generated, and hence the company has a good
image of the consumers.

=1
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Companies are required to be a business unit that
has unique characteristics of its competitors,
uniqueness owned such as using cheap raw
materials but still maintain the authenticity at the
time of production; little mixed materials used; and
no preservatives. The company sells products at
affordable prices, this causes the company to have
consumer confidence and become a company with
cost leadership business strategy in its field.

The company's human resource management
shows high attention to employees, and rewards
every employee who has competence and
achievement in work. In addition, the company
provides specialized training to employees to
improve their skills and increase their knowledge
and understanding of the company's activities so as
to create employee productivity to obtain high
quality products at affordable prices. The company
is still dependent on the wastewater treatment
system installation which is one of the company's
environmental conservation systems, but there is
still a little air pollution resulting from the company
and the company still strives to minimize the
impact.

V. CONCLUSIONS

From the results of research and discussion
obtained, the company shows the business strategy
used is cost leadership and use the concept of
ecoefficiency to enhance the company's competitive
advantage through the efforts of green product. The
company's business approach includes the
management of natural resources, human resource
management, and prevention of the impact of waste
generated by the company.

The concept of ecoefficiency used by the
company through the price of cheap raw materials.
In addition, the raw materials used are
environmentally friendly products, it is also
supported by the value of the ecoetficiency ratio of
the financial statements of the company shows
efficient in production and environment. In addition,
the company's success in achieving business
sustainability is with the team's solidity within the
company consisting of leaders and employees, so
that the work environment created creates a kinship
atmosphere that is mutually understanding and
understanding.
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In conclusion, the results of this study provide an
explanation that the use of the concept of
ecoefficiency can enhance the company's
competitive advantage, in addition the company can
also create products that are environmentally
friendly. Michael Porter's other business strategy
can certainly be a future research with the impact of
applying the concept of ecoefficiency.
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