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Abstract
The purpose of this paper is to increase understanding of how
Article History strategic management accounting (SMA) and strategic cost
Volume 6,Issue 10, 2024 management (SCM) practices in information systems relate to
Received:30 Apr 2024 each other. There is a relationship between strategic management
?Oci:cle(f ;ii;ji;\fsgé ?(2)_‘;024_5239_5255 accounting (SMA) and strategic cost management (SCM) with
information systems, and both can contribute to management
decision-making and company operations. Thus, it can be
concluded that information systems can help the strategic
management of enterprises, improve the management and
operational performance of enterprises, and have an impact on
the authority control and business strategy of enterprises.
Therefore, information systems should be part of the company's
business strategy.

1. Introduction

The literature on strategic management accounting (SMA) has grown significantly since
Simmonds' (1981) work and a number of SMA practices have been introduced (Rigby and
Bilodeau, 2015; Cadez and Guilding, 2012, 2008; Langfield-Smith, 2008; Guilding et al., 2000).
Since then, interest has grown to determine the popularity of these practices among firms and
determine their impact on firm performance (Rigby and Bilodeau, 2015; Guilding et al., 2000).
However, while some empirical studies have documented that the embraced SMA practices have
resulted in better firm performance (Alamri, 2019; Pavlatos and Kostakis, 2018; Turner et al.,
2017; Cravens and Guilding, 2001; Guilding et al., 2000), other studies report disappointing
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implementation rates (Lachmann et al, 2013; Langfield-Smith, 2008), such results were surprising
to many researchers who had expected SMA practices to be widespread in practice given its
potential in helping managers to cope with increasing levels of competition and uncertainty, and
to make more informed strategic decisions (Bhimani and Langfield-Smith, 2007; Bromwich and
Bhimani, 1994; Dixon and Smith, 1993; Bromwich, 1990; Simmonds, 1981).

Strategic Management Accounting (SMA) was coined by Simmonds (1981, p. 26), who
defined SMA as the provision and analysis of management accounting data about the business and
its competitors for use in developing and monitoring business strategy. strategic management
accounting is the process of using accounting information to manage organizational strategy and
excellence. Strategic management accounting emphasizes information that is internal and external,
assists management in identifying, collecting, selecting, and analyzing accounting data related to
external factors, using budgets as a form of management control system, and considering business
environment factors that are rapidly changing and affecting changes in business strategy. Then
strategic cost management is a cost management approach that considers rapidly changing
business environment factors and affects changes in business strategy. Strategic cost management
involves examining every process in the organization, removing barriers to management,
understanding supplier business, controlling costs, identifying opportunities for improvement, and
conducting value chain analysis. Strategic cost management can assist organizations in achieving
business goals and gaining a competitive advantage.

Strategic management accounting and strategic cost management have a close relationship
in supporting strategic decision making. Strategic management accounting ensures strategically
relevant cost management information becomes an integral part of the information system, while
strategic cost management provides the cost information needed to make strategic decisions related
to cost management (Azmi et al., 2018). Both consider rapidly changing business environment
factors that influence changes in business strategy, focus on identifying opportunities for
improvement, and use budgets as a form of management control system. The use of information
systems is essential in strategic decision-making. Information systems play an important role in
strategic decision-making by providing relevant, timely and accurate information to support
managerial decision-making and strategic advantage. Information system strategic planning is
essential in approaching information system strategic planning.

Information systems (IS) are increasingly used to facilitate internal coordination within the
firm and enhance external integration with external parties (e.g., customers and suppliers; Li, Rao,
Ragu-Nathan, & Ragu-Nathan, 2005). This phenomenon is evident in the increasing use of
information systems for integration purposes; for example, information system infrastructure (e.g.,
data communication tools, network connections, standard data structures, and unified coding
standards), information system software (e.g., enterprise-wide information systems such as SAP),
and information system applications (e.g., centralized database management systems, electronic
data interchange (EDI), web-based or internet-based information systems; Kumar, 2014). There is
some research on information systems (IS) influenced by practices in strategic management
accounting and strategic cost accounting.
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Hadid and Al-Sayed (2021), conducted research on contingency variables, one of which is
the quality of information systems (IS) on strategic management accounting practices with 149
manufacturing business units in the UK, the results of the study explained that there is a positive
relationship between management accountants and the implementation of strategic management
accounting practices (SMA). However, this relationship is positively moderated by the quality of
IS, which further enables management accountants to implement SMA practices.

Then Maiga (2015), conducted research on the use of information systems integration with
corporate profitability mediated by strategic cost management. The study used survey data on 241
US manufacturing companies. The results show that neither internal IS integration nor external IS
integration has a significant direct impact on corporate profitability. Instead, internal cost
management strategies fully mediate the relationship between internal IS integration and
profitability; similarly, the relationship between external IS integration and profit ability is fully
mediated through external cost management strategies. The results provide evidence that firms
seeking profitability solely by investing in IS integration may not necessarily realize increased
profitability; firms should focus their attention on intervening processes, such as business strategy,
to determine the profitability derived from IS integration. However, a limited number of studies
have revealed mixed results with respect to profitability achieved from IS integration (Chapman
& Kihn, 2009; Hunton, Lippincott, & Reck, 2003; Poston & Grabski, 2001). For example,
Bharadwaj (2000) compared the performance of firms that had been recognized by
InformationWeek magazine as IT leaders in their industry with the performance of a control group
that did not have such recognition. His univariate analysis showed that firms with high IT
capabilities (firms in the study sample) outperformed the firms of the control group. However, a
subsequent analysis by Santhanam and Hartono (2003) controlling for prior financial performance
found no relationship between many (21 out of 24, in one case) performance measures and IT
integration. Hayes, Hunton, and Reck (2001) find that capital markets place value on enterprise
resource planning (ERP) implementation, but Poston and Grabski (2001) find that ERP
implementation has no effect on firm performance.

However, most previous empirical studies have attempted to examine the direct effect of
IS integration on firm profitability and do not distinguish between internal IS integration and
external IS integration, and evidence of past IS integration failures leads researchers to argue that
the success of IS integration depends on other contextual factors. More specifically, Barua and
Mukhopadhyay (2000) and Sambamurthy, Bharadwaj, and Grover (2003) suggest that many
studies have overlooked important middle organizational capabilities that mediate the relationship
between IS integration and organizational performance. Chan, Huff, Barclay, and Copeland (1997)
and Henderson and Venkatraman (1993) argue that the inability to realize value from IT
investments is, in part, due to a lack of alignment between IT integration and business strategy.
Mahmood and Mann (1993), Kaplan and Norton (1996), Palvia (1997), Kathuria, Anandarajan,
and Igbaria (1999), and Li and Ye (1999) also argue that the relationship between IT integration
and performance should be examined within a strategic management framework.
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From this explanation, issues regarding strategic management accounting practices and
strategic cost management in information systems are very relevant to the situation of Indonesia.
It can be seen that the research was conducted in the business unit of a manufacturing company.
Indonesia also has several manufacturing companies, so in the future this research is very suitable
to be carried out in Indonesia. The role of strategic management accounting with information
systems is to assist management in making strategic decisions and optimizing company
performance. Information systems can assist in presenting existing data in strategic management
accounting, collecting and analyzing accounting data related to external factors, and coordinating
and communicating strategic priorities through the use of budgets as the most important and widely
used form of management control system. In addition, information systems can also assist in
managing production costs and improving operational efficiency, which is the main focus of
strategic cost accounting. Information systems have an important role in supporting strategic cost
management. Information systems can assist in collecting and analyzing accounting data related
to internal factors, presenting existing data in strategic cost accounting, ensuring strategically
relevant cost management information becomes an integral part of the information system, and
improving operational efficiency. This paper incorporates the relationship between strategic
management accounting (SMA) practices and strategic cost management in information systems.
Prior to this, these topics were discussed separately. This is a new idea in this paper. This paper
aims to provide an understanding of the relationship between strategic management accounting
practices and strategic cost management in information systems.

2. Literature Review
Contingency Theory

Contingency theory is a management theory that suggests that the effectiveness of
management practices depends on the specific context in which the practices are applied. In the
context of strategic management accounting and strategic cost management, contingency theory
suggests that the effectiveness of these practices will depend on specific factors present in the
organization (Alfian et al., 2020). The following are some of the factors that have been identified
as potentially affecting the effectiveness of strategic cost management practices, namely:

v" Organizational structure: Organizational structure can affect the effectiveness of strategic
cost management practices.
v" Organizational culture: Organizational culture can affect the effectiveness of strategic cost
management practices.
v" Industry: The industry in which an organization operates can impact the effectiveness of
strategic cost management practices.
v" Organization size: The size of the organization can impact the effectiveness of strategic
cost management practices.
v" Organizational strategy: Organizational strategy can impact the effectiveness of strategic
cost management practices.
Overall, contingency theory suggests that the effectiveness of strategic management accounting
and strategic cost management practices will depend on various factors that are specific to the
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organization in question (Siboro et al., 2018). Therefore, it is important to consider these factors
when implementing these practices to maximize their effectiveness.

Management Accounting and Strategic Management Accounting (SMA)

On the one hand, SMA has always been considered a variation of management accounting and
therefore its role remains to provide information for decision making. Wilson's (1995, p. 163)
writings show SMA as the perfect ideal form of management accounting, or rather, SMA is
management accounting after it was removed from all criticism in the 1980s. On the other hand,
SMA differs from traditional management accounting in at least two ways:

v' SMA is about strategic decisions,
v" The information needed in SMA may be partly generated outside the company.

Table 1 summarizes a number of more detailed differences between traditional management
accounting and SMA. The comparative analysis shows that traditional accounting is data-oriented,
i.e. facts and statistics are gathered together for reference or analysis, whereas SMA is information-
oriented, i.e. facts are provided or learned about something or someone. Traditional management
accounting is historical and refers to the actual accounting data of the company, while SMA is
more prospective as it refers to the future information of the company. Traditional management
accounting shows a single entity and a single time period, whereas SMA shows relative entities
and multiple time periods, which depends on the needs an entity must have for its strategic
management. Traditional accounting looks inward and ignores the linkages created within,
whereas SMA looks outward and embraces the linkages created. Another difference is that
traditional accounting has a manufacturing focus whereas SMA has a competitive focus. In
traditional accounting we have to summarize various existing activities based on the existing
system, while in SMA we have to show new possibilities, new challenges, new developments for
better competitive advantage without being limited by the existing system.

Table 1. Comparative analysis of management accounting and strategic management

accounting
Management accounting aspects SMA aspects
Factual Proposed
Individual entity Joined Entity
Single duration Multiple duration
Single judgsment Sequence arrangement
Subjective finding Fact finding
Productive target Challenging target
Current enterprises Prospect enterprises
Active Dedicated
Registered Not registered
Overpass connection Clutch connection
Statistic directions Reports direction
Established on actual rules Based on actual rules
Created based on codes and rules Avoided codes and rules.

Source: Wilson (1995, p. 163), based on Wilson and Chua (1993[5,3])

Strategic Management Accounting and Strategic Cost Management
Strategic Cost Management (SCM) is a term that emerged alongside the term strategic
management accounting. Its originators were two American authors, Shank and Govindarian, who
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wrote the first articles on SCM (Shank 1989; Shank and Govindarajan 1989). In 1996, some
articles on the SMA edition were published, but two articles at that time correctly referred to the
SCM edition (Shank 1996a; Carr and Tomkins 1996). The editors of the magazine at the time
considered the SCM to be part of the SMA. One might ask what is the difference between SMA
and SCM; are they not one and the same. In answering that question, a good starting point is to
consider how SCM is defined in the academic literature. Table 2. summarizes some important
definitions of SCM. It clearly shows that the definition of SCM seems to be different from the
definition of SMA.

Table 2. Definition of Strategic Cost Management (SCM)
Source Definition

Shank [30] (1989, | Strategic cost management according to Shank is described as the strategic
p. 50) use of cost-related information and is primarily one of the four steps of the
strategic management continuum. This strategic management context
distinguishes strategic cost management from managerial accounting.
Wilson [42] (1995, | Wilson (1995), strategic cost management aims to reduce unit costs
p. 163) continuously over the long term. Managers only start managing costs
strategically when they identify significant costs of the company and then
implement efforts to reduce them.

Cooper dan Cooper and Slagmulder (1998), strategic cost management is the application of cost

Slagmulder management techniques so as to simultaneously improve the company's strategic

[8], (1998, position and reduce costs.

p.14)

Blocher, Chen Blocher, Chen and Lin (1999), a more complicated cost structure of a

danLin [7], company can lead to the creation of a competitive advantage for the

(2999, hal. 27) company and it is also based on this that often in our research we refer to
most of the Strategic Cost Analysis.

Anderson Anderson (2007), strategic cost management can be defined as a key objective of the

(2007, him. company, which aims to enable the estimation of product or service costs with the

482) company's strategy and maximize its strategic performance.

Guan, Hansen dan | Guan, Hansen and Moven (2009), managing costs strategically or Strategic

Moven (2009, p. Cost Management allows us to use and utilize data relating to company costs

377) by identifying.

Early articles by Shank (1989, 1996) and followed by Shank and Govindarajan (1989)
clearly outlined three practices that SCM should follow. The three topics influence the focus of
cost analysis to make strategic choices. Each of the three themes is an indispensable component of
a Strategic Cost Management analysis, but a complete analysis is when all three topics are
included.

v' Value Chain Analysis. In the context of Strategic Cost Management, the process of
effectively managing costs requires a broad focus. Following Porter (1985) this cost
perspective is considered a value chain. A value chain is a set of activities that are related
to each other and are part of a company's business process, from the purchase of raw and
auxiliary materials to the process of distributing finished products to consumers, even
recycling to the start of a new value chain cycle. Keep in mind that value chain is different
from value-added. Value-added starts with payments to suppliers for purchases made by
the company and ends with cashing out, for sales made by the company. Therefore, value-
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added is the difference between sales and purchases and the ultimate goal is to maximize
the difference between sales and purchases. Value-added analysis starts very late and ends
very early, and the start of cost analysis with acquisition misses all opportunities to exploit
relationships with the company's suppliers. According to Shank (1989) such opportunities
can be very important to the company.

v Analyze cost drivers. So, what are the elements or factors that cause costs? Shank and
Govindarajan suggest that cost estimation should not be limited to traditional cost drivers
such as labor, which provides a basic picture of reality and consequently results in wrong
decisions. According to Shank (1996) in conventional management accounting there is
only one cost driver, which is production volume. The higher the production volume, the
lower the cost per unit and vice versa. Volume-dependent management accounting cost
concepts are: fixed costs as an alternative to flexible costs, standard costs as an alternative
to marginal costs, cost-volume-profit analysis with break-even point and flexible budgets.
Meanwhile, according to the strategic management literature (Riley, 1987), cost drivers are
divided into two major groups: (1) "structural" cost drivers and (2) "executive" cost drivers.
For "executive" cost drivers, there is not always a theory that the larger the production
volume, the better the cost position. And secondly, it is not always the case that complex
production lines are better than simple production lines. The "structural" cost driver
category has about five strategic choices related to the underlying economic structure of
the organization (Shank 1989): scale (how much investment will be realized); purpose
(degree of wvertical integration); experience (how many times the company has
implemented reproduced products); technology (what technological processes are used at
each stage in the company's value chain; and complexity (how wide is the range of products
or services offered to customers). The potential list of "Executive" drivers includes the
following (Shank 1989): workforce involvement (management as a participant); workforce
commitment to continuous improvement; total quality management, TQM (benefits and
achievements in terms of product quality); effective utilization of capacity; efficiency of
production performance expansion efficiency of product design or formulation; leveraging
relationships with suppliers and customers along the value chain.

v' Competitive advantage analysis. One of the important topics in strategic management and
SMA is competitive advantage analysis. According to Porter (1980) to have a competitive
advantage in the market, we must compete with (1) lowest cost and (2) product
differentiation. Lower cost positioning and product differentiation are complementary to
competitive strategy. However, competition in the market is always dynamic as business
conditions in different countries and markets change. The essence of the "lowest cost"
strategy is to produce the lowest-cost product in the market to become the market leader in
terms of cost, otherwise known as the cost leader, and have a strategic position in it. The
company's cost reduction can be achieved by continuously analyzing costs and controlling
costs, reducing costs related to research and development, services, and advertising. The
essence of the "product differentiation” strategy is to create products that consumers
consider unique. The phenomena of product differentiation include brand loyalty, superior
customer service, etc.
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Table 3. Comparative analysis of strategic management accounting and strategic cost

management

Strategic Management Accounting

[stratesic Cost Manasernent

SIMILARITIES

- Work on data from the management accounting system, related to costs
- designed for strategic decision-mnaking
- fiocus external to the firm

DIFFEREMNCES

Crigins / Channels

UL, Management Accounting Research, Bnfish textbooks

US, Journal of Management
Accounting Research, US
textbooks

Underlying Theones / Concepts

Attributes (as used by Lancaster)
Economics (Baurnel's theory)

The two genernc strategies,
the value chain (Porter)
ABC (Kaplan)

Objective

Broad: contributing to strategic decision-rnaking

Specific: determining and
mantaining the firm's
competitive position

Method / Techmiques

Consurner Life Period, Activity Based Cost, Critical Price or costing, Trademark Evaluation,

Chain evaluaticn Cost, Strategic estirnation costing or pricing, objective Costing, The analyse
of Capacity Pricing and Convenience, Estimmation cost of consumers or assets etc.

Consumer Covenience, The cost of Life series or cycle, Benchmarking, the cost of attribution,

WValue chain; Analysis of
cost drivers and activity
drivers; Competitive
position

Source: Shank, 1989, p. 48.

SMA incorporates various techniques and many experts define SMA by influencing the
techniques it incorporates such as: Consumer Life Period, Activity Based Costing, Critical pricing
or costing, Trademark Evaluation, Consumer Convenience, Serial or Life cycle costing,
Benchmarking, Attribution costing, Chain evaluation costing, Strategic costing or pricing,
Objective costing, Capacity and Convenience Pricing Analysis, Consumer or asset estimation
costing and different strategic performance analysis structures. Some academics and observers
reject the idea that activity based costing is part of SMA, different academics and critics reject the
idea that activity based costing (ABC), is part of strategic management accounting, and in fact
after the discovery of SMA, a lot of research was done precisely by studying SMA techniques and
especially activity based costing. SCM is more limited than SMA because it aims to improve a
company's cost structure to enhance and strengthen its competitive position.

Strategic management accounting as an integral part of strategic management

So far, the main focus has been on the theoretical arguments about SMA (for further
arguments, see Bromwich, 1990). However, having defined SMA and outlined its differences with
traditional management accounting and SCM, it is necessary to position it within the broader
framework of organizational strategic management. Hunger and Wheelen's (1996) four-stage
model of strategic management will be used to support that discussion (environmental analysis,
strategy formulation, strategy implementation, and strategy evaluation). As discussed, strategic
management has the main objective of managing all the resources of economic life, with a primary
focus on the organization's competitive advantage. The managers deal mainly with the external
affairs of the company and are market-oriented by constantly seeking information about them.
With continuous market turmoil, the role of strategic management is becoming increasingly
important. To be efficient, the process requires information, which is different at each of its four
stages.

Various professional groups within a company strive to continuously supplement the
information required for strategic management needs. Since about 40 years ago, Simmonds found
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that management accounting must be strategically oriented in order to continue to play a very
important role in the company and its management. It is clear that if accountants fail to provide
the information themselves, other groups will do so. Accountants cannot take on the role of strategy
formulators; they need to work continuously with individuals in other fields who have other types
of strategic information (e.g., marketing or business planning or economics, etc.) to support
strategic management.

Strategic Management Maodel SMA Technigues

C ‘"‘a—> Customer Profitabiliti Analysis
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Figure 1. Strategic Management Accounting as an integral part of Strategic Management.

Management accountants as strategic information providers

Since the concept of SMA in the early 1980s, researchers have envisioned an important
role for management accountants in providing strategic information and, furthermore, in the
initiation and implementation of SMA practices (Dixon and Smith, 1993; Shank, 1989; Simmonds,
1981). However, empirical evidence suggests that they play a limited role in this regard (Yazdifar
et al., 2019; Carlsson-Wall et al., 2015; Lord, 1996). Such a limited role can be attributed to five
reasons that determine the ability of management accountants to provide relevant strategic
information that can be exploited by decision makers, as well as to initiate and implement SMA
practices. These reasons include:

v Understanding the business environment and operational complexity: Carlsson-Wall et al.
(2015) articulate in their case study how management accountants are not involved in
strategic decision-making in an inter-organizational context. They are simply believed to
have insufficient awareness of the technical complexities surrounding the development of
strategic inter-organizational relationships. This concurs with Yazdifar et al. (2019) who
interviewed management accountants who recognized that other managers were more
aware of the business and technical operating environment and therefore better equipped
to suggest and implement innovations.

v Understanding the information needs and ways of processing information of decision
makers: In most of the interviews conducted by Pierce and O'Dea (2003), management
accountants did not demonstrate sufficient understanding of the information and
management accounting practices that production managers and sales managers need or
could benefit from. Uecker (1978) and Brecht and Martin (1996) emphasize the importance
of understanding AIS user behavior that accountants must take into account when deciding
what system design to adopt and what information to provide. Otherwise, the AIS they
design may not be used by decision makers and they may lose their status as information
providers (Van der Veeken and Wouters, 2002; Brecht and Martin, 1996).
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v' Awareness of management accounting innovations, including SMA practices and
knowledge for their implementation: Tillmann and Goddard (2008) argue that management
accountants should know what management accounting practices are available, what
information they provide and how they can be properly implemented to produce relevant
and useful information that can be effectively utilized by decision makers. However, the
empirical findings of Yazdifar et al. (2019) indicate difficulties in dealing with Tillmann
and Goddard's requirements. The management accountants they interviewed admitted that
their knowledge of management accounting innovations was only at the theoretical level
and they lacked the ability and confidence to apply them.

v Ability to identify which practices are appropriate and useful to implement: This is an
important skill that management accountants must possess in order to be able to apply the
most appropriate and useful practices that generate information that is important to decision
makers, according to the task at hand (Cadez and Guilding, 2008; Emsley, 2005; Otley,
1980).

v" Competition that management accountants face in their practice with other managers:
Managers in other functions, particularly operations and marketing, have been reported to
develop their own information systems including to include SMA information (Van
derVeeken and Wouters, 2002; Bruns and McKinnon, 1993). For example, Sedevich-Fons
(2018) attributes the low recognition of many SMA practices in the management
accounting literature to the fact that such practices can also fall within the purview of other
disciplines such as operations management and marketing. Scholars such as Dixon and
Smith (1993) and Lord (1996) detail how some SMA practices are implemented by
individuals in other organizational functions especially marketing and operations without
the involvement of their management accountants.

Internal and External Information Systems (IS) Integration

Internal IS integration refers to the electronic linkage of enterprise information technology
applications to data acquisition and storage systems to facilitate accurate and timely information
sharing in support of cross-functional processes (Hammer, 2001). External IS integration involves
the standardization and digitization of information exchange covering business activities across
organizations (Zhou & Benton, 2007). Such integration makes information available for timely
dissemination to relevant supply chain partners for responsive decision-making and market
actions. Furthermore, this study investigates whether internal and external IS integration produces
direct significant effects on firm profitability or whether this relationship is established through
corporate strategy. The basic conceptual model, which uses internal IS integration as an exogenous
construct and external IS integration, internal and external cost management strategies, and
profitability as endogenous constructs. By modeling strategic alignment in this way, I hope to show
how senior executives can use IS integration around the concept of strategic alignment to deliver
business value. Due to market uncertainty, lack of timely and relevant information, and limited
knowledge, internal constituents seek to integrate with external actors (suppliers and customers).
In the absence of an adequate intra-firm IS infrastructure, the quality of data input for inter-firm
IS systems is unlikely to be satisfactory. In the same way, if a company does not have a good inter-
company IS infrastructure in place, it cannot receive the latest demand information, supplier
information, and customer information necessary to support effective intra-company IT systems
(Fayard et al., 2012).
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Flynn, Huo, and Zhao (2010) suggested that the impact of internal integration on external
integration can be explained from three main perspectives: information sharing, strategic
cooperation or alliance, and working together. They explained that an organization cannot share
information and data with its supply chain partners if its own systems are not integrated. They
further commented that without internal integration, data shared with supply chain partners may
not be accurate or timely. Organizations also need to be internally integrated to speak with one
voice and develop coherent strategies and action plans with suppliers and customers.

Internal SI Integration and Internal Cost Management Strategy

Cooper and Kaplan (1999) show that the level of internal cost management of firms
depends on the integration of their internal value chain activities. Similarly, previous studies have
shown that internal cost management resources are enabled and enhanced directly by internal IS
integration by linking various activities in the firm's internal value chain, improving transaction
accuracy, enhancing data access, and facilitating information sharing within the firm (e.g., Dechow
& Mouritsen, 2005; Hansen & Mouritsen, 2007).

External IS Integration and External Cost Management Strategies

Previous research shows that many inter-organizational activities require external
information systems to coordinate activities, business transactions, provide data, and communicate
with supply chain partners (Anderson, 2007; Hopwood, 1996), with the aim to reduce costs in the
value chain, as well as to improve the strategic position of all organizations involved (Anderson,
2007; Anderson & Dekker, 2009a; Anderson & Lanen, 2002; Cooper & Slagmulder, 1998, 2004;
Das & Teng, 2000; Dekker, 2003, 2004; Hakansson & Lind, 2004, 2007; Ireland, Hitt, &
Vaidyanath, 2002). Integration of external information systems increases participation in electronic
exchanges (Internet) and online procurement auctions, providing a channel to identify low-cost
suppliers and partners (Choudhury, Hartzel, & Konsynski, 1998; Clemons, Reddi, & Row, 1993).

Coad and Cullen (2006) point out that integrated external information systems are an
important resource for managing inter-organizational costs. Anderson and Lanen (2000) found that
electronic data exchange with suppliers can reduce some of the complexity costs identified in
previous cost driver studies (Ittner & Larcker, 2001). In general, the integration of external
information systems is considered important in enabling cost management strategies across the
supply chain (Anderson, 2007; Anderson & Dekker, 2009a, 2009b; Chapman & Kihn, 2009; Coad
& Cullen, 2006; Hopwood, 1996; Ward & Zhou, 2006).

Internal Cost Management Strategies and External Cost Management Strategies

Internal cost management resources can be described as a portfolio of activities and
routines that encompass a wide range of cost management activities used in a firm's internal value
chain (e.g., Anderson, 2007; Fayard et al., 2012). Previous research suggests that inter-
organizational cost management activities can be described as an extension of internal cost
management activities (Cooper & Slagmulder, 1998, 2004; Fayard et al., 2012). Knowledge and
experience in using internal cost management resources can be extended to build inter-
organizational resources to manage costs for supply chain partners for mutual benefit (Fayard et
al., 2012). There is evidence that individual internal cost management activities have been applied
to inter-organizational environments to manage costs for the mutual benefit of supply chain
partners (Anderson, 2007; Fayard et al., 2012). This suggests that organizations with a strong
ability to strategically manage internal costs can leverage their knowledge and experience to
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develop similar inter-organizational cost management strategies. Thus, an organization's ability to
strategically manage internal costs is expected to be an important antecedent or driver of inter-
organizational strategic cost management.

Strategic Management Strategic Cost Management
Accounting (SMA) (SCM)

Information System (IS)

Figure 2. Conceptual Framework
Conclusion

SMA differs from traditional management accounting in that it refers to a prospective view
and not to a historical view as management accounting does. SMA focuses on multiple periods,
whereas management accounting focuses on a single period. SMA is outward-looking and has a
competitive focus, whereas management accounting has a manufacturing focus. SMA 1is also
different from SCM. In general, SMA aims to contribute to decision making while SCM aims to
contribute to competitive positioning.

SMA has brought improvements to critique-based accounting and certainly brought
innovations to the way of accounting in the future. SMA is an evolution of the existing
management accounting due to its continuous improvement and contribution. Strategic
management has the main objective of efficient use of all resources while focusing on the
organization's competitive advantage. It consists of four stages: Environmental Analysis; Strategy
Formulation; Strategy Implementation and Strategy Evaluation. Each of the four stages is
associated with SMA techniques. Therefore, SMA can be considered an integral part of strategic
management; the interaction between management and SMA techniques is essential for more
efficient management of a subject.

The relationship of strategic management accounting (SMA) and strategic cost
management (SCM) to information systems is interrelated and can support each other in making
managerial and operational decisions of the company. It can be concluded that information systems
can assist in supporting the strategic management of the company, improve the managerial and
operational performance of the company, and can be influenced by the control authority and
business strategy of the company. Therefore, information systems can be an important part of
corporate strategic management accounting. Where, information systems can be used to collect,
store, and process cost and strategy management information to support the company's managerial
and operational decision making.

Solutions and Suggestions
To overcome the limitations of the study, especially to see the relationship between
strategic management accounting (SMA) practices and strategic cost management in influencing
information systems, future researchers can do the following:
v’ Researchers include a relatively larger number of SMA practices that allow researchers to
report contingency variables or other variables that are important for a larger group.
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v’ Researchers explored the potential role of strategic management accounting practices and
strategic cost management, further expanding the research.

v Researchers developed a more integrated and complex model compared to previous
studies, by examining not only independent effects but also potential moderating and
mediating effects to better understand how information systems influence the
implementation of strategic management accounting (SMA) and strategic cost
management (SCM).

v" Researchers also controlled for the potential effects of a number of other variables, e.g.
competition, product diversity, perceived environmental uncertainty, and firm size, for
robustness.
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