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ABSTRACT 

The purpose of this paper is to conceptually analyze management accounting innovation on financial 

performance through the role of economic perception and business strategy. Through a method based on 

conceptual studies (conceptual paper), the results of the analysis are expected to become thoughts as well as 

solutions for companies to refocus their business activities in order to be able to maintain their performance 

during the pandemic and decision-making processes. The result of the conceptual study is that in determining 

management accounting innovation, companies must consider internal and external factors in achieving 

financial performance. In the current condition of uncertainty, external factors in the form of anticipation of 

the emergence of economic risks are important. On the other hand, the choice of business strategy also 

determines management accounting innovation as an internal factor. This is indicated to have an effect on 

improving the company's financial performance. 

Keywords: Management accounting innovations, Economic crisis perceptions, Business strategy. 

 

1. INTRODUCTION 

Today's business environment is constantly 

undergoing upheaval and change. Change is happening 

at an unprecedented speed and scale even though we 

are now entering the digital age [1]. Today many 

industries are affected and no longer have the ability to 

develop strategies for a long time and struggle for 

survival [2] Globalization, technological advances, 

environmental problems, demographic changes, 

urbanization, global pandemic crises, and other forces, 

make the market even more uncertain. However, every 

company must face it even in conditions full of 

uncertainty. 

The impact of the current pandemic has developed 

into a world crisis or recession, and Indonesia is no 

exception. The economic crisis that has occurred in 

many countries must be addressed as a challenge to 

make internal changes to the company to deal with 

external factors that will disrupt the course of business 

activities. The economic crisis produces cash flow 

problems, a reduction in the availability of resources 

and demand, and political upheaval [3]. The decision-

making process and management control 

implementation are also made more difficult [4] as a 

result of this increase in firm uncertainty [5]. 

Bank Indonesia revised the forecast for global 

economic growth in 2021 to 5.8% from 5.7% 

previously. (www.bi.go.id). Previously, Indonesia 

experienced fluctuations in economic growth which 

had an impact on the possibility of an economic crisis. 

Entering the period of implementation of the restriction 

on community activities (PPKM) the community is 

given flexibility in carrying out activities so that 

economic growth can recover and it is hoped that the 

community will not ignore health protocols. It still 

takes time to recover the economic stretch because the 

pandemic will continue to disrupt the running of 

business activities in the community. The possibility of 

crises will continue to arise so that people must 

continue to consider all things that indicate an 

indication of a crisis that has occurred. A business 
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strategy is needed that must be made by the company 

to anticipate business activities so that it can achieve 

better performance [6] 

The issue of the company's declining performance 

due to the economic crisis due to the Covid-19 

pandemic has been released by various national media. 

10 Indonesian SOEs affected by the pandemic caused a 

financial crisis based on declining stock values 

(manado.tribunnews.com). Based on the results of 

research by Arrbey Research, which is one of Arrbey 

Consulting's business units, Indonesia is currently 

experiencing an economic crisis due to the COVID-19 

pandemic. This can be seen from the decline in sales, 

availability of goods, delivery of goods and services, 

availability of labor, and increase in production costs. 

A survey related to the economic crisis as a result of the 

Covid-19 pandemic was conducted on 260 national 

private business leaders, micro, small and medium 

enterprises (MSMEs), state-owned enterprises 

(BUMN) and multinational companies in Indonesia in 

2020. Based on the survey results, 67.6 percent of 

respondents said the crisis was occurring, 30 percent 

said the crisis had not yet occurred, and only 2.4 percent 

felt that there was no crisis. The survey results also 

show that as many as 36.5 percent of companies 

decreased sales of more than 60 percent and 24.1 

percent of companies fell by 41-60 percent. In addition, 

as many as 22.9 percent of companies whose sales fell 

21-40 percent, then 12.4 percent of companies fell 

below 20 percent, and only 4.1 percent of companies 

did not experience a decline in sales. Interviews with 

several executives who represent business leaders of 

medium to high-end companies in Indonesia, and 

yielded the results that the crisis that occurred was a 

matter of concern but still holds a glimmer of hope 

(gpriority.co.id). 

The issue of the economic crisis due to the Covid-

19 pandemic requires companies to refocus on business 

activities that have been made into programs and 

budgets for the next one to several years. Crisis 

management involves new management tools and a 

new operating environment for the management 

accounting system as the result of the impact of the 

threat of a crisis on the business environment [7]. The 

new economic environment is forcing companies to 

adopt Management Accounting Innovation (MAI) 

techniques, which should be investigated further [8]. 

MAI can handle external uncertainty and improve 

management control [9]. According to this view, it can 

be followed up with the assumption that this is an effort 

by the company to maintain and even improve the 

company's performance. 

Based on this, there are 2 (two) possibilities that 

must be viewed in different perspectives. First, the 

economic crisis resulted in the need for companies to 

innovate their management accounting systems, so that 

it had an impact on company performance. Second, the 

business strategy will support management accounting 

system innovation so that it is expected to have an 

impact on increasing company performance. Based on 

this perspective, this paper will describe conceptually 

about this phenomenon through systematic analysis to 

further become the basis for conducting empirical 

studies. 

The crisis environment must be taken into account 

when conducting management accounting research 

[10]. Accordingly, this study provides information 

regarding the economic crisis and its adoption, as well 

as how management accounting innovations are 

applied. Research on the new order of life is given new 

impetus by the current economic downturn [10]. Before 

and after the economic crisis, there was a significant 

variation in the prominence and use of management 

accounting tools [11]. Traditional cost accounting 

procedures are said to have dropped in importance and 

use during the financial crisis, while activity-based cost 

accounting, planning, and strategic management tools 

have gained in prominence. The majority of budgeting 

approaches are still frequently utilized and deemed 

significant by businesses.  

Companies that want to survive in times of 

increasing uncertainty like now (during a 

pandemic/crisis) require a supportive strategy with an 

adequate management accounting system and effective 

management control as well. However, there is no 

previous research that reveals the relationship between 

the crisis and business strategy that causes companies 

to innovate management accounting that affects 

company performance. Both are the basis for 

companies to innovate the use of management 

accounting tools [12]; [9]. Businesses that have been hit 

hard by the recession are more inclined to adopt and use 

management accounting advances [12]. Management 

accounting improvements provide more and better 

information to assist organizations cope with the 

current economic crisis. Accounting is one area where 

corporate strategy is expected to matter because each 

plan requires different skills from personnel. A 

company's strategic goals may demand a specific 

management accounting function [6]. 

The purpose of this paper is to analyze conceptually 

as well as the problem in this paper that the role of 

perception of the economic crisis and business strategy 

on financial performance through management 

accounting innovation. Uncertainty (unpredictable 

environment) is a very disturbing thing for the 

management accounting system. The focus of corporate 

strategy which is the basis for innovation in 

management accounting systems in dealing with crises 

and the role of business strategy requires the role of 

individuals as human resources that support everything 

to run effectively. The importance of corporate strategy 
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as a determinant of management accounting system 

effectiveness cannot be overstated. The company's 

reliance on its resources in identifying crises is the key 

to management accounting innovation's success in 

improving financial performance. 

This article is a conceptual study, expected to 

provide a reference for companies/management in 

decision-making when conditions of uncertainty occur, 

the importance of carrying out management accounting 

innovations in maintaining and improving the 

company's financial performance through the role of 

economic crisis perceptions and business strategies. 

2. LITERATURE REVIEW 

2.1 Theoretical Framework 

2.1.1 Contingency Theory 

While there may not be a universally applicable 

accounting system, the contingency approach can be 

used by every company in any situation [13]. It's 

common for researchers in management accounting 

and organizational control to employ contingency 

theory [14]. 

In order for a business to be successful, it must be 

able to adapt to its surroundings, organizational size, 

and business plan if it is well-run [15]. The 

environment, technology, organizational structure, 

organizational size, strategy, and organizational culture 

all have a role in the design of a management 

accounting system. According to a contingency-based 

theory of organization, these are known as 

"organizational contextual variables" [15]. 

To be effective, an organization must have a 

structure and environment that are compatible with 

each other [16]. A corporation's controllable variables 

(which are owned by the company) can be regulated to 

establish an appropriate configuration in the face of 

contingencies [17]. In the context of business strategy 

and perceptions of the economic crisis that play a role 

in determining management accounting innovation, it 

is necessary to consider this theory as a basis for 

making strategic decisions so that companies are able 

to survive and improve their performance. 

2.1.2 Resource Dependence Theory 

According to Resource Dependence Theory (RDT), 

an organization's actions and decisions may be 

described by its dependence on resources [18]. This is 

the core assumption of RDT. A management 

accounting system that obtains and utilizes resources 

effectively and efficiently in order to achieve 

organizational goals is the subject of RDT, which in its 

development includes matters relating to planning, 

monitoring, performance measurement, and an 

integrative mechanism as strategic and operational 

control [19]; [20]. 

The context of the crisis, the company's dependence 

on the resources it has is very influential on the 

perception of each individual at every level of 

management in maintaining the company's 

performance. Changes in the management accounting 

system really need the support of individuals as the 

company's resources. Management Accounting System 

design has changed as a result of changes in business 

strategy and views of the economic crisis, resulting in 

improved quality information being provided for crisis 

management. In order to alleviate the uncertainty felt 

by the company as a result of the economic crisis, this 

knowledge must come from both the organization's 

internal and external environments [21]. 

2.2. Literature Review 

2.2.1. Business Strategy 

A well-known fact in the business world is the 

requirement for companies to be effective innovators in 

order to keep their competitive advantage [19], [22], 

[25] Organizations are encouraged to innovate as a 

means of adapting to market, technological, and 

competition changes [23]. 

As a result of this, management accounting is all 

about how these companies really manage the process 

of formulating a strategy based on innovation [24];[25]. 

An analysis of the literature shows that management 

accounting is an integral aspect of the management 

process [25];[26];[27]. Researchers have looked at how 

strategy affects management participation [12] and how 

management accountants might help foster exploratory 

innovation in management accounting systems [27]. In 

the context of corporate strategy and innovation, the 

application of management accounting information for 

various objectives is still uncertain. The success of a 

corporation can be attributed to its business strategy [6]. 

2.2.2. Perception of Crisis (Economic) 

Businesses are dealing with heightened uncertainty 

due to their perception of the current economic crisis 

[26]. The more severe the economic crisis, the greater 

the level of uncertainty felt by the firm [28]. As a result 

of the financial crisis, the distribution of limited 

resources was more uncertain than in the pre-crisis era. 

As a result, it is impossible to forecast how customers 

will spend their limited resources or if providers will be 

able to manage their orders [29]. It becomes more 

difficult to make a conclusion since more and more 

high-quality information is needed [30]. 

Certain aspects of the corporate environment are 

difficult to forecast due to a lack of information and 

uncertainty. An increasing level of uncertainty in the 

external environment means that a greater demand for 
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analytical knowledge for decision-making and 

management control [31]. Improved data quality is 

needed by businesses so that they can better plan and 

achieve their objectives [32]. 

2.2.3. Management Accounting Innovation 

For a business to succeed, innovation is a necessity. 

An idea or behavior connected to a product or service 

or a technological technique that is unique to the firm 

that adopts it, according to relevant literature, is an 

example of innovation [31]. Management Accounting 

innovation is the first time a corporation adopts 

Management Accounting methods [31]. 

Many scholars have conducted empirical studies on 

management accounting concepts such as activity-

based costing, goal costing, life cycle costs, economic 

value added, and the balanced scorecard [12]. There 

have been a number of studies that have focused on the 

basic characteristics of companies that influence the 

adoption of management accounting innovation. The 

adoption of management accounting innovations is 

affected by a variety of contingent elements within the 

scope of the firm. 

2.2.4. Financial Performance 

Early financial performance measurement was 

mostly based on an accounting or financial approach 

throughout the 1980-1990s period. Accounts and 

market performance assessments are used in the study, 

which each has its own set of constraints. Only 

historical components of firm performance can be 

measured by accounting-based performance 

measurement [22]. Risk, industry characteristics, and 

other variables must be taken into account when 

calculating accounting-based performance [21]. The 

evolution of empirical research advocates utilizing 

market-based performance measurements to avoid the 

accounting-based measurement dilemma. There are 

several advantages to market-based performance 

measurement over accounting-based measurement, 

including: (1) it is less susceptible to differential 

accounting procedures and managerial manipulation; 

and (2) it represents investors' evaluation of the 

company's ability to generate future performance as 

compared to past performance [31]. In comparison to 

the goal of accounting-based performance 

measurement, market-based performance measurement 

also has constraints. It is not adequate to use a single 

indicator to evaluate the firm's shareholders and 

investors because the company encounters a variety of 

stakeholders [29]. 

An understanding of performance in the context of 

[30]. Business performance reflects the strategic 

management perspective of the overall concept of 

organizational effectiveness. Every company has its 

business performance centers on the use of simple 

financial indicators that are assumed to reflect the 

fulfillment of the company's economic objectives. 

Based on this, business performance is classified as 

financial or accounting performance, such as: sales 

growth, profitability and earnings per share (EPS). 

Performance other than financial or accounting is called 

market performance or value-based performance. 

Market-based performance is considered a more 

precise measurement than accounting-based 

measurement. Market-based performance includes: 

market-to-book or stock-market returns and their 

variants (Montgomery and Sigh, 1984) [33] and Tobin's 

Q, which is the ratio of the firm's market value to asset 

replacement [34]. The second approach is categorized 

as a financially oriented approach and assumes that 

finance is the legitimacy and purpose of the system in 

the company. On the measurement of financial 

performance used in the context of management [14]. 

 

Figure 1. Conceptual Framework 
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2.3. Conceptual Framework 

Based on the theoretical and empirical studies in the 

previous discussion, the conceptual framework can be 

presented in the following Figure 1. 

3. RESULTS & DISCUSSION 

3.1 Conceptual Implementation in Indicators 

In the conceptual study of management accounting 

innovation, crisis perception, business strategy and 

financial performance according to the form of factor 

measurement according to the previous conceptual 

framework, it is necessary to implement it in the form 

of measurement as an indicator with the individual 

perception response scale as follows: 

 

3.1.1. Business Strategy 

The conceptualization of strategy is based on a 

generic strategy taxonomy [24] which provides a rich 

overview of organizational arrangements associated 

with a particular strategy [6]. This typology is unique 

because it views the organization as a complete and 

integrated system that interacts dynamically with its 

environment. Prospector, defender, and analyzer are all 

viable strategies [24]. The key dimension underlying 

this typology is the organization's response to changing 

environmental conditions. Defender has a narrow 

product market domain and tends not to look for new 

opportunities outside of its domain. Prospectors as a 

strategy to seize market opportunities and tend to be the 

creators of change in the industry. Analyzer is a mixture 

of the two, operating within a relatively stable product 

market domain. 

 

3.1.2. Management Accounting Innovation 

The concept of'management accounting innovation' 

is well-established. Management accounting tools, such 

as BSC, ABC, EVA, target costing, and life cycle 

costing, have been used to measure management 

accounting innovation in the relevant literature [9] and 

have been used to measure management accounting 

innovation. Innovation indicators are assessed based on 

their adoption rate, including: 1) past innovative tool 

experience and intention, 2) past experience and 

abandonce, 3) past experience and intention, 4) present 

use of innovative tool, and 5) intensive use of the 

innovaton. Answers (4) and (5) are considered as 

adopters and others as non-adopters. 

The measurement of management accounting 

innovation is an indicator of practice for companies in 

making steps or efforts made in accepting uncertain 

environmental changes. Company policy becomes 

important here in terms of companies in maintaining 

and even developing themselves according to the 

ability of their resources to support the company's 

financial performance when environmental uncertainty 

is both internal and external. 

3.1.3. Economic Crisis Perception 

An economic crisis is an economic condition caused 

by uncertainty regarding various factors such as market 

demand and capital availability [36]. The measurement 

of perception uses indicators of attitude towards the 

level of approval and disagreement with a certain scale 

on statements regarding the perceived impact of the 

economic crisis on business units: 1) affect of business 

due to the economic crisis, 2) impact of economic crisis 

to business (in terms of order, sales, customer’s 

payment, supplier, and capital control).  

The above indicators will provide an assessment of 

perceptions of the perceived economic crisis facing the 

company. The various parties mentioned in the 

indicator are indicated to provide a reflection of the 

causality of conditions resulting from the impact of the 

crisis. 

3.1.4. Financial Performance 

Financial performance is defined as the 

achievement of goals that have been set by the company 

both from the financial aspect of the company for some 

time. Financial performance can be assessed based on 

indicators: net profit, product/service sales growth, 

return on investment, profitability, market share and 

overall performance. The higher the score of all 

question items, the higher the increase in the company's 

financial performance during the specified time. 

Financial performance shows most of the company's 

performance other than non-financial. through the 

measurement of financial performance, it shows how 

the company can manage it in the context of the 

company having the ability to anticipate crises that 

occur and determine business strategies 

3.2. The Urgency of the Conceptual 

Framework and Previous Research 

Results. 

The current destructive situation brought about by 

the global COVID-19 pandemic is basically the 

beginning of an economic crisis that affects the 

company's performance. The impact of the current 

pandemic has developed into a world crisis or 

recession, and Indonesia is no exception. The economic 

crisis that has occurred in many countries must be 

addressed as a challenge to make internal changes to the 

company to deal with external factors that will disrupt 

the course of business activities. Many industries are 

now harmed and unable to formulate long-term 
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strategies, forcing them to fight for their very existence. 

As a result of these conditions, the company's decision-

making process and the implementation of its 

management control system become more challenging. 

Through the study of contingency theory and resource 

dependence theory as a grand theory and analysis of the 

conceptual framework, it is hoped that the results of the 

analysis will be a thought as well as a solution for 

companies to refocus their business activities in order 

to maintain their performance during the pandemic and 

the sustainability of their operations in the future. 

Companies in maintaining their business processes 

strive to innovate that can be directed at many 

organizational processes. These innovations are related 

to the management accounting system which focuses 

more on maintaining stability in the face of uncertainty. 

There is a need for a business strategy role that directs 

how innovation in the management accounting system 

will be able to maintain and even improve financial 

performance [6]. Not something easy but also not a 

difficult thing to implement with the condition that 

management accounting design in the choice of 

business strategy will determine how direction of 

management accounting innovation in the company's 

business processes. Company performance is more 

strategic in its measurement system through 

management accounting innovation. The existence of 

control in management accounting innovation can be 

achieved by communication to assist integration across 

the value chain, and how innovation can be aligned with 

organizational strategy and goals. 

Crisis-related accounting innovations tend to be 

adopted more widely by organizations that have more 

affected business units than those that have less 

affected business units. The economic crisis has had an 

impact on the company's operations and elevated the 

level of risk. As a result of the economic crisis, more 

and better information is needed to lessen the 

aforementioned uncertainty. Since the present 

economic crisis has interrupted operations, 

organizations have adopted and are increasingly using 

management accounting innovations in an effort to 

contribute to financial performance that can still be 

maintained or preserved despite these disruptions. 

Management accounting innovations tend to be 

adopted and used more frequently by companies that 

want to better understand their internal and external 

environments. Management control becomes more 

effective as a result of better decision-making. 

An increasing amount of information is needed to 

help deal with the current economic situation. In 

research, for example, better information can minimize 

uncertainty [18]. It is possible for organizations to 

manage their limited resources by adopting and 

implementing the findings of management accounting 

advances [9]. The company's ability to innovate across 

all aspects of its operations, including its accounting 

system, is directly tied to its overall business strategy 

and how it perceives its current predicament. 

Companies are being compelled by the new economic 

climate to develop new methods of management 

accounting [8]. Businesses that have been touched by 

the economic downturn are more likely to adopt and 

employ management accounting innovations than those 

that have not. Management accounting advances help 

companies cope with the uncertainty created by the 

current economic crisis by providing more and better 

information. 

At times of crisis, efforts are made to improve 

budgeting as a way to assist management accounting 

innovation. However, budgeting is becoming more 

crucial for planning and resource allocation in 

organizations that have been adversely affected by the 

economic crisis [36]. Companies are more concerned 

with how they performed in the aftermath of a 

catastrophe than how they performed during the crisis 

itself. Although the use of traditional cost accounting 

procedures declined during the economic downturn but 

budgeting techniques were still frequently employed, 

this confirms the findings of a survey indicating ABC 

systems, planning, strategy, and strategic management 

accounting techniques grew throughout the crisis [11].  

The description above is an empirical study that is 

expected to strengthen the conceptual study of the 

previous conceptual framework. Although research 

linking business strategy and crisis perception and 

management accounting innovation has not been 

widely associated with the company's financial 

performance, under any circumstances the company's 

business activities will end up achieving work results 

within a certain period. This is supported by several 

studies on strategy and crisis perceptions and linking 

them to performance so that based on the conceptual 

framework, it can be further analyzed its influence on 

performance, especially financial for the company. 

This of course takes into account the grand theory that 

builds the conceptual framework, namely 

contingencies and RDT seen in the effectiveness of the 

management accounting system and the role of the 

company's resources when determining business 

strategies and steps to deal with crises and innovation 

efforts that are carried out so that they have an impact 

on performance. Based on the contingency theory that 

when a management accounting system cannot run 

itself effectively, this requires the role of business 

strategy and crisis perception in carrying out 

management accounting innovations in improving the 

company's financial performance. RDT shows that the 
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ability of the company's resources plays a very 

important role in detecting the emergence of crises 

facing the company, especially during the Covid 19 

pandemic so that through its synergy in carrying out 

management accounting innovations, it is expected to 

be able to shape the company in creating good financial 

performance. 

The result of the conceptual study is that in 

determining management accounting innovation, 

companies must consider internal and external factors 

in achieving financial performance. In the current 

condition of uncertainty, external factors in the form of 

anticipation of the emergence of economic risks are 

important. On the other hand, the choice of business 

strategy also determines management accounting 

innovation as an internal factor. This is indicated to 

have an effect on improving the company's financial 

performance. 

4. CONCLUSION 

Based on the conceptual framework, it is expected 

that management accounting innovation can assist 

companies in refocusing in determining changes in 

management accounting techniques. This requires the 

support of a business strategy and crisis perception so 

that it can defend itself from the uncertainty caused by 

the pandemic as a source of crisis while maintaining 

business processes to determine the company's 

financial performance. Companies can adopt a 

conceptual framework for the business decision-

making process because it has considered the external 

(crisis) and internal (business strategy) aspects of the 

company that affect management accounting 

innovation so that it has an impact on financial 

performance. This paper is still a conceptual study. The 

existence of empirical studies, theoretical support and 

indicators of each variable and reality that occurs thus 

provides a great opportunity to conduct research on 

empirical concept studies. 
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