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Abstract

This research aims to examine the relationship of competitive strategy, environmental
uncertainty, growth strategies, performance measurement system and strategic performance.
Scope of this study includes manufacturing firms in Banten Province, Indonesia. This study is an
empirical study with purposive sampling techniques in data collection. Data obtained by
guestionnaire which was distributed to middle managers in manufacturing companies in the
province of Banten, the questionnaire return rate of 70% of 70 respondents. Data analysis was
performed with a Structural Equation Model (SEM) with a program Smart PLS (Partial Least
Square). The result shows that the hypothesis of the four hypothesis proposed by three
hypotheses are accepted. Accepted hypothesis is the Hypothesis la (there is a significant
positive relationship between competitive strategies of growth strategy), hypothesis 2 (there is a
significant positive relationship between the growth strategies of the performance measurement
system), and hypothesis 3 (there is a significant positive relationship between performance
measurement system to strategic performance). Hypothesis is rejected and hypothesis 1b
(there is not significant positive relationship between environmental uncertainty on growth

strategy).
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INTRODUCTION

Manufacturing company in Indonesia in the era of globalization should strive to produce high
guality goods at low cost in order to improve competitiveness in both the domestic and global
markets thus increasing profits. To achieve the objectives of the company, the company should
be able to predict the state, formulate strategies for the right company that has a strategic
competitiveness (strategic competitiveness). One grand strategy that can be used is the growth
strategy (growth strategy). Growth does not only prepare the ground in order to increase profits
in the future, but will imply a new life into a company. The developments of manufacturing
industries face barriers, such as the uncertainty of the environment. The uncertainty of the
environment is high is defined as a sense of the individual's inability to predict accurately the
environment (Miliken, 1987)

The phenomenon can be observed in the development of manufacturing enterprises that
can be seen from the results of statistical data in Banten that the manufacturing industry is the
biggest contribution of the nine sectors of the economy (BPS Banten), it can be expected of the
manager is able to improve the performance of the company (Lane & Pollner, 2008).

This study aims to contribute in the field of management accounting examines the extent
of competitive within the company relates to its growth strategy, and the relationship between
the uncertainty with its growth strategy and relationship growth strategy performance
measurement system and how performance measurement systems are associated with the
performance of the company (Damon M. Fleming, Chee W. Chow and Chen Gongmeng 2009).
This study draws on research Damon M. Fleming, Chee W. Chow and Chen Gongmeng, (2009)
in their study one variable using secondary data strategic performance, but in this study the
performance of a strategic variable using primary data.

The difference of this study with previous research is the object of research and testing
different tools, as well as all of their data using primary data. So the title of this research is

"strategy, system performance measurement and strategic performance".

LITERATURE REVIEW
The strategy focuses on how companies compete and position themselves in relation to its
competitors (Fuchs, Mifflin, Miller, & Whitney, 2000; Landfield-Smith, 1997). So that their
responsive to competition and the uncertainty of the environment (Damon M. Fleming, Chee W.
Chow and Chen Gongmeng 2009).

Strategy can be placed on a continuous growth. Companies that follow the strategy of
"pure build" focus on achieving growth by increasing market share and competitive position at

the expense of short-term performance (Gupta and Govindarajan, 1984).
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So that the performance measurement system can play a key role in the implementation of the
strategy by monitoring organizations to explain the strategy into the desired behavior, and be
able to communicate well, to monitor progress, provide feedback and motivate employees
through performance-based awards (Banker, Potter, & Srinivasan, 2000; Chenhall, 2003;
Chenhall & Langfield - Smith, 1998; Ittner, Larcker, & Randall, 2003; Kaplan and Norton, 2001).
Performance strategy emphasizes the importance of the use of performance measures that are
consistent with the priorities in the company's competitive strategy (Chow and Chen 2006.
Langfield -Smith 2007). There are previous studies (Burns & Stalker, 1961; Porter, 1980) that
strategy is the interaction with the environment. It is also in charge that the strategy is a
response to the environment, so they can increase the performance of the company.

Hoque and James (2000), found a positive association between increased in the use of
performance measurement system (CMS) that integrates with the company's performance.

From the explanation of the theories above and based on previous studies, the

framework of this study is as follows:

Figure 1 Conceptual Framework

Competitive
strategy

Growth
strategy

Strategic
Performance

Performance
measurement
system

Environmental
uncertainty

Source: Damon M. Fleming, W.Chow and Gongmeng Chee Chen (2009)

The Underlying Theory
Strategy Competitive companies must in accordance with the state of the environment (Child,
1997). The strategy focuses on how companies compete and be able to position themselves in
relation to the competition (Fuchs, Mifflin, Miller, & Whitney, 2000; Langfield-Smith, 1997).
Uncertainty is a threat to the environment because of the uncertainty of strategic
management could hinder the organization's ability to develop long-term plans and to make
strategic decisions to keep the company balanced with the external environment (David and
Thomas, 2003).
According Suwarsono (1996), the growth strategy is the competitive strategy which

seeks to develop the company in accordance with the size of the amount agreed upon to
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achieve the company's long-term objectives, such as managed to increase sales volumes, the
size of the market share held and the profits obtained.

Performance measurement system also provides information relevant to decision
making. Relevant information derived from performance measurement tools that cover all
aspects of financial and non-financial. The unification of the measuring instrument which
includes the value chain of an organization is believed to help managers to understand cross-
functional relationships that lead to problem solving and decision making better and right
(Banker et al, 2002). In this way the performance measurement system can guide the decision-
making process and help evaluate decisions in the past (Malina and selto, 2001).

According Moeherlono (2009), the performance is an overview of the level of
achievement of the implementation of a program of activities or policies in realizing the goals,
objectives, vision and mission of the organization that poured through the strategic planning of
an organization.

According to William and Lawarence, the strategy is a plan that is united, comprehensive
and integrated, which connects the advantages of corporate strategy with environmental
challenges and are designed to ensure that the company's main objectives can be achieved
through proper execution by the organization.

According to Daft (1983) strategic performance in the company that is trying to make its
resources in order to encourage innovation and create value to improve performance.
Performance-based strategies are considered when practitioners made a strategic decision to

try to 'understand and implement strategies that improve the efficiency and effectiveness".

RESEARCH METHODOLOGY
Research Procedure
In this study, the data used is Primary data. The primary data used in this study was obtained
directly from surveys conducted; the survey was conducted by dividing the questionnaire on
middle managers in the manufacturing industry in the province of Banten.

In this study attempted to obtain data and information reasonably sufficient in

accordance with the existing problems.

Population and Sampling Design
The populations in this study are all managers of manufacturing companies registered in
Disperindag Banten Province. Manufacturing company in Banten chosen because companies in

these locations have experienced some progress in the field of industry.
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According Sugiyono (2009: 116) sample is part of the number and characteristics possessed by
this population. When large populations, and researchers may not learn all that there is in the
population, for example, because of limited funds, manpower and time, then the researcher can
use the sample drawn from that population. What is learned from the sample, the conclusion will
be applied to the population. For that samples taken from the population should be rigorously
representative (representing). The sample size for this study is 70 respondents. Sampling
criteria proposed in this study are as follows:
1. Middle manager at a manufacturing company in Banten Province registered Disperindag
Banten Province.
Middle Manager who has responsibility for planning, monitoring and decision makers.

Middle Manager lowest educated Bachelor

Descriptive statistics
Descriptive statistical analysis used in this study is intended to provide an overview of the
demographics of the respondents which include gender, education last, position and tenure

disclosed to clarify the description of the respondents.

Validity and Reliablity

Test the quality of the data in this research include tests of reliability and validity test. Test the
validity aims to look at the accuracy of the measuring instrument in research. This test is to
determine the accuracy of an instrument of research in order to provide accurate information
about the measure.

Validity test is done by comparing the square root of average variance extracted (AVE)
of each construct with the correlation between the constructs with other constructs in the model.
If the value of the square root of the AVE of each construct is greater than the value of the
correlation between the constructs more in the model then each indicator statement is valid
Ghozali (2006: 25). The results of reliability testing are shown in an index that describes how far
a measuring instrument can be trusted. Reliability test is intended to measure the internal
consistency of a gquestionnaire which is an indicator of variables or constructs. Measuring
reliability tests conducted by test Ghozali Composite reliability = 0.70 (2006: 43)

Hypothesis Testing Tools
Structural Equation Modelling (SEM) through Partial Least Square (PLS) used for hypothesis

testing. Statistical methods Partial Least Squares (PLS) is used because of its advantage to
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take all the interdependence relationships into account simultaneously within a single model
estimation procedure (Chin, 1998) In the analysis using PLS there are 2 things to do are:

1. Assessing Outer Model or the Measurement Model
Convergent validity of the measurement model with a reflexive indicators were assessed based
on the correlation between the component score is calculated with the PLS. The size of
individual reflexive said to be high if more than 0.70 correlated with the construct being
measured. However, according to Chin (1998) in Ghozali (2006: 24) to study the early stages of
development measurement scale loading value of 0.5 to 0.6 is considered adequate

2. Assessing Inner Model or Structural Model
Testing inner structural model or models made to look at the relationship between constructs,
significance and R-square value of the research model. A structural model been evaluated by
using R-square for dependent constructs, Stone-Geisser Q-square test for predictive relevance
and significance of the t test and the coefficient parameter Ghozali structural lines (2006: 26). In
assessing the model with PLS begins to see R-square for every dependent latent variables.
Changes in the value of R-square can be used to assess the effect of certain independent latent
variables on the dependent latent variables influence whether substantive. The influence of the

amount can be calculated with the following formula:

R? included - R* excluded

f2= 1- R? included

Source: Ghozali, (2006)

Wherein R 2 and R ? included excluded is an R-square of the dependent variable when the

predictor variable latent used or issued in the structural equation.

ANALYSIS AND FINDINGS

Demographic Profile

From the SPSS software version 16.0 results; of 70 respondents; 47 people (67.1%) were male
and 23 people (32.9%) were female. Position held by respondents, 28 people (40%) from
financial manager, 11 people (15,7%) from production manager, 12 people (17,1%) from
marketing manager, 8 people (11,4%) from sales manager and 11 persons (15,7%) from
personnel manager. The respondents who have been graduated from undergraduate programs
are 36 people (51.4%), master programs are 29 people (41.4%), and doctoral programs are 5

people (7.1%). The respondents by the length period of working divided by 36 people (51,4%)
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for 1-5 years, 25 people (35,7%) for 6-10 years, and 9 people (12,9%) for 10 years. The
following tables are presented depicting descriptive statistics respondents.

Gender
Table 1 Gender
valid Cumulative
frequency Percentage Percentage Percentage
valid man 47 67.1 67.1 67.1
female 23 32.9 32.9 100.0
Total 70 100.0 100.0
Office
Table 2 Office
Cumulative
frequency Percent valid Percent Percent
valid finance 28 40.0 40.0 40.0
Marketing 12 17.1 17.1 57.1
sale 8 11.4 11.4 68.6
Personnel 11 15.7 15.7 84.3
Production 11 15.7 15.7 100.0
Total 70 100.0 100.0
Education
Table 3 Education
valid Cumulative
frequency Percentage Percentage Percentage
valid S1 36 51.4 51.4 514
S2 29 41.4 41.4 92.9
S3 5 7.1 7.1 100.0
Total 70 100.0 100.0
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Length Period of working

Table 4 Respondents Work Period

valid Cumulative
frequency Percentage Percentage Percentage

valid 1 to 5 years 36 51.4 51.4 51.4
6 to 10 years 25 35.7 35.7 87.1
over 10 years 9 12.9 12.9 100.0
Total 70 100.0 100.0
Validity test

Testing the validity of the data in this research used software PLS with Outer Model is
Convergent validity seen the value of the square root of average variance extracted (AVE) by
Chin in Ghozali (2006; 24) of each construct where the value must be greater than 0, 5. Another
way is by comparing the value of the square root of average variance extracted (AVE) of each
constructs (latent variables) with a correlation between the construct with other constructs in the
model.

If the value of the square root of AVE of each construct is greater than the value of the
correlation between the construct with other constructs in the model, then it is said to have good

grades discriminant validity (Ghozali, 2006; 24).

Table 5 Average Variance Extracted (AVE)

Average variance

extracted (AVE) VAVE
Competitive strategy 0,605 0.778
Environmental uncertainty 0,471 0.686
Growth strategy 0,770 0,877
Performance Measurement System 0,594 0.771
Strategic performance 0,711 0.843
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Table 6 Correlations of Latent Variables

SK KL SP SPK KS
Competitive strategy (SK) 1,000
Uncertainty Environment (KL) 0,860 1,000
Strategy Growth (SP) 0,895 0,809 1,000

Performance Measurement System (SPK) 0,911 0,841 0,723 1,000

Strategic Performance (KS) 0,906 0,898 0,810 0,902 1,000

Table 5 explains the value of AVE and AVE root of the construct of competitive strategy,
uncertainty environment, growth strategies, performance measurement and strategic
performance. It can be seen that each constructs (variables) have a value above 0.5 AVE. This
suggests that each construct, has a good validity of every indicator or the questionnaire used to
determine the relationship of competitive strategy against the growth strategy, the uncertainty of
the environment on the growth strategy, the growth strategy of the performance measurement

system and performance measurement to performance strategies are valid ,

Reliability Test
In a reliability test, the authors used the Composite software PLS with Reliability. Chin in

Ghozali (2006; 24), a data is said to be reliable if composite reliability is more than 0.7.

Table 7 Composite Reliability

Composite Reliability

Competitive strategy 0.902
Environmental uncertainty 0.838
Growth strategy 0.870
Performance Measurement System 0.897
Strategic performance 0.908

From table 7 it can be seen every constructs or latent variables that have a composite value
reliability above 0.7 indicating that the internal consistency of between variables have good
reliability.
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Hypothesis testing through the Outer Model

Convergent validity of the measurement model with a reflexive indicators were assessed based
on the correlation between the component score is estimated by PLS software. The size of
individual reflexive said to be high if more than 0.7 correlates with constructs (latent variables)
were measured. But according to Chin in Ghozali (2006; 24), to study the early stages of
development, the scale of measurement loading value of 0.5 to 0.6 is considered adequate.

The following can be seen as a whole correlation to each of the variables in Figure 1
which is a drawing representing the relationship between the competitive strategy of the growth
strategy, the uncertainty of the environment on the growth strategy, the growth strategy of the
performance measurement system and performance measurement to Strategic performance.
Where the model in Figure 1 carried elimination it is because there is a correlation constructs
that are less than 0.5 so that one of the indicators of a competitive strategy should be
eliminated. For the model in Figure 3 .2 no longer do this elimination as there is no correlation

constructs less than 0.5 so that each of the variables meet the criteria of convergent validity.

Figure 1 Structural Model before Elimination

Partial Least Square
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Keys
SK : Competitive strategy
KL : Environmental uncertainty
SP : Growth strategy
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SPK : Performance Measurement System
KS : Strategic performance

Figure 1 correlation constructs that are less than 0.5 so that one of the indicators of a
competitive strategy should be eliminated, then the result of the elimination contained in figure
2.

Figure 2 Structural Model after Elimination
Partial Least Square
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SPK : Performance Measurement System
KS : Strategic performance

Outer Variable Model Competitive Strategy (SK)

Variable competitive strategies described by 7 indicators of questions consisting of SK1 until
SK7, but the elimination of the indicators of competitive strategies that are in use variable
competitive strategy can be explained six indicators comprising SK1 until SK6. Test against the

outer loading aims to see the correlation between the scores of items or indicators with a score
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constructs. Indicators are considered reliable if it has a correlation value above 0.7. However,
during the development phase correlation of 0.5 would be acceptable Ghozali (2006: 24).

Outer Model Uncertainty Environment Variables

Variable environmental uncertainties are described by six indicators comprising KL1 question
until KL6. Test against the outer loading aims to see the correlation between the scores of items
or indicators with a score constructs. Indicators are considered reliable if it has a correlation
value above 0.7. However, during the development phase correlation of 0.5 would be
acceptable Ghozali (2006: 24).

Outer Model Variable Growth Strategy

Variable growth strategies described are described by two indicators comprising SP1 question
until SP2. Test against the outer loading aims to see the correlation between the scores of items
or indicators with a score constructs. Indicators are considered reliable if it has a correlation
value above 0.7. However, during the development phase correlation of 0.5 would be
acceptable Ghozali (2006: 24).

Outer Variable Model Performance Measurement System

Variable performance measurement system is described by six indicators comprising SPK1
guestion until SPK6. Test against the outer loading aims to see the correlation between the
scores of items or indicators with a score constructs. Indicators are considered reliable if it has a
correlation value above 0.7. However, during the development phase correlation of 0.5 would be
acceptable Ghozali (2006: 24).

Outer Variable Model Performance Strategic

Variable strategic performance is explained by the four indicators of questions consisting of KS1
through to KS4. Test against the outer loading aims to see the correlation between the scores of
items or indicators with a score constructs. Indicators are considered reliable if it has a
correlation value above 0.7. However, during the development phase correlation of 0.5 would be
acceptable Ghozali (2006: 24).

Hypothesis testing through Inner Model
Inner models according Ghozali (2006: 38) is pictures of the relationship between latent
variables are based on substantive theory Inner models are sometimes referred to as the inner

relation, structural models and substantive theory. The inner models in our study are as follows:
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Table 8 Results for inner weights

Sample Original Mean Of Standard o conclusion
) o T-Statistic )
Estimate subsamples Deviation hypothesis
SK> SP 0,764 0,714 0,204 3,755 Hla.Be accepted
KL-> SP 0,152 0,209 0,203 0,747 H1b. Be Rejected
SP-> SPK 0,723 0,745 0,064 11,342 H2. Be accepted
SPK->KS 0,902 0,908 0,024 38,354 H3. Be accepted

In assessing the structural PLS model can be viewed based on the value of R-Square for each
latent variable. The value of R-Square on our data processing is as follows:

Table 9 R-Square

Competitive strategy

Environmental uncertainty

Growth strategy 0,807
Performance Measurement System 0,523
Strategic performance 0,813

The above table shows the R-square value constructs growth strategy for 0,807, constructs a
performance measurement system for 0,523 and 0,813 amounted to construct strategic
performance. The higher the R-square, the greater the independent variables can explain the
dependent variable so that the better the structural equation. For variable growth strategy has
the R-square value of 0,807 which means 80.70% variance competitive strategy and
environmental uncertainty is explained by the variable growth strategy while the rest is
explained by other variables, such as management structure (Nelson and Somers, 2001),
business process reengineering (Kuang et al, 2001) and other variables outside variables
studied in this research (Ghozali, 2006).

Variable performance measurement system has the R-square value of 0,523 which
means 52.30% variance competitive strategy and environmental uncertainty is explained by the
variable growth strategy, while the rest is explained by other variables such as discipline and
Standardization (Sumner, 1999, in Winahyu 2005), effective communication (Kuang et al, 2001)

and other variables outside variables studied in this research (Ghozali, 2006).
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While the strategic performance variable has a value of R-square of 0,813 which means 81.30%
variance competitive strategy and environmental uncertainty is explained by the variable growth
strategy while the rest is explained by other variables, such as top management support
(Trimble, 2000 in Winahyu 2005), external expertise (Nelson and Somers, 2001) and other
variables outside variables studied in this research (Ghozali, 2006).

Hypothesis Testing and Discussion

Hypothesis 1 a

Table 10 Testing and Discussion of Hypothesis 1 a

Sample Original Mean Of Standard o
) o T-Statistic
Estimate subsamples Deviation
SK> SP 0,764 0,714 0,204 3,755

Based on the data obtained and then processed by the authors are presented in table 10
competitive strategies have a significant positive relationship indicated by the value of the
original sample estimate for 0,764 and the value of t-count equal to 3,755 bigger than t-table
(1.96). Thus it can be said that H1 is a competitive strategy has a significant positive correlation
with variable growth strategy is acceptable.

The results of this study confirm previous research conducted by Damon M. Fleming,
Chee W. Chow and Gongmeng Chen (2009) which states that competitive strategy has a

significant positive correlation to growth strategies.

Hypothesis 1b

Table 11 Testing and Discussion of Hypothesis 1 b

Sample Original Mean Of Standard o
] o T-Statistic
Estimate subsamples Deviation
KL-> SP 0152 0209 0203 0747

Based on the data obtained and then processed by the authors are presented in table 11
environmental uncertainty has a positive influence and not significant to the growth strategy
indicated by the value of the original sample estimate for 0.152 and the value t count for 0.747 is

smaller than the t-table (1.96 ). Thus it can be said that the Hlb namely environmental
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uncertainty has a positive effect, namely 0.152 and no significant variable growth strategy is
acceptable. Environmental uncertainty has a positive relationship in the low category of less
than 0.5 is 0.152 and not significant, which is smaller than the t-test, namely 0.747.

The results of this study do not confirm an earlier study conducted by Damon M.
Fleming, Chee W. Chow and Gongmeng Chen (2009). However, this finding is supported by
research Chong and Chong (1997) also found a positive relationship between environmental
uncertainty and the tendency of companies to pursue growth-oriented strategy.

Hypothesis 2

Table 12 Testing and Discussion of Hypothesis 2

Sample Original Mean Of Standard o
) o T-Statistic
Estimate subsamples Deviation
SP-> SPK 0.723 0.745 0.064 11.342

Based on the data obtained and then processed by the authors are presented in table 12 growth
strategy has shown significant positive relationship with the original value of the sample
estimate for 0.723 and the value of 11.342 t count bigger than t-table (1.96). Thus it can be said
that the H2 is a growth strategy has a significant positive correlation with the variable
performance measurement system is acceptable.

The results of this study confirm previous research conducted by Damon M. Fleming,
Chee W. Chow and Gongmeng Chen (2009) which states that the growth strategy has a

significant positive correlation to the performance measurement system.

Hypothesis 3

Table 13 Testing and Discussion of Hypothesis 3

Sample Original Mean Of Standard o
] o T-Statistic
Estimate subsamples Deviation
SPK->KS 0902 0908 0024 38 354

Based on the data obtained and then processed by the authors are presented in table 13
performance measurement system has a significant positive relationship indicated by the value

of the original sample estimate for 0.902 and the value of 38.354 t count bigger than t-table
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(1.96). Thus it can be said that the H3 is a performance measurement system has a significant
positive correlation with variable strategic performance is acceptable.

The results of this study confirm previous research conducted by Damon M. Fleming,
Chee W. Chow and Gongmeng Chen (2009) which states that the performance measurement
system has a significant positive relationship to strategic performance.

CONCLUSION

Based on the empirical findings on Strategy, Performance Measurement System Performance
and Strategy, following conclusions are drawn:

1. Based on the statistical analysis, it can be concluded that there is a significant positive
relationship between competitive strategies against the growth strategy. The results of this study
confirmed previous research conducted by Damon M. Fleming, Chee W. Chow and Gongmeng
Chen (2009). And supported by Oliver (1991) who states Strategy shows that the competitive
conditions of the company stressed that adopting the orientation of growth to exploit critical
resources and achieve a competitive advantage and is supported by other researchers such as
Baines and Langfield-Smith (2003), Child (1997) and Fuchs, Mifflin, Miller, & Whitney (2000),
Langfield-Smith (1997).

2. Based on the statistical analysis, it can be concluded that there are no significant positive
relationship between environmental uncertainties on growth strategies. The results of this study
do not confirm the previous study conducted by Damon M. Fleming, Chee W. Chow and
Gongmeng Chen (2009). However, this invention is supported by Chong (1997) and he also
found a positive relationship between environmental uncertainty and the tendency of companies
to pursue growth-oriented strategy. Head (2005) showed the same results and explains that the
environmental uncertainty makes it difficult for managers to predict the future; the company has
found a positive relationship between environmental uncertainty and the company's emphasis
on growth.

3. Based on the statistical analysis, it can be concluded that there is a positive relationship
between the growth strategies of the significant performance measurement system. The results
of this study confirm previous research conducted by Damon M. Fleming, Chee W. Chow and
Gongmeng Chen (2009). And supported by research Govindarajan and Gupta ( 1984 , 1985),
Kaplan and Norton ( 1996 ), ( Banker, Potter, and Srinivasan ( 2000 ), Chenhall ( 2003 ),
Chenhall & Langfield - Smith ( 1998) Ittner , Larcker , & Randall ( 2003 ), Kaplan and Norton , (
2001).
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4. Based on the statistical analysis, it can be concluded that there is a positive relationship
between the significant performance measurement systems to strategic performance. The
results of this study confirm previous research conducted by Damon M. Fleming, Chee W.
Chow and Gongmeng Chen (2009).

SUGGESTIONS FURTHER STUDIES

1. To avoid the least respondents expected the further study took samples from a variety of
other business entities outside the manufacturing sector such as the services sector, trade and
state enterprises.

2. In a subsequent study, is expected to add the variable of how cultural differences affect the
strategic and operational managers response to environmental forces and how managers react
to the choices that have been made (Damon M. Fleming, Chee W. Chow and Chen Gongmeng,
2009)
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