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INTRODUCTION

Management accounting is an important topic in the modern business world, where
competition is fiercer, and financial decisions must be taken appropriately to ensure the
company's continuity of operations and growth (Ghasemi et al., 2016; Pedroso et al.,
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2020). Management accounting serves as an analysis and decision-making tool that relies
on financial data and non-financial information relevant to business strategy (Paula
Monteiro et al., 2022; Wyatt, 2008). Previous research by Randers (2012)and Tripathi et
al. (2023) states that management accounting is a value-added process focusing on
continuous improvement. This process allows management to plan, design, and operate
financial and non-financial information to achieve the company's strategic goals (Astuti
et al., 2018). The phenomenon that has emerged today is the increasing need for more
comprehensive information in decision-making. The financial information provided by
traditional accounting, such as income statements and balance sheets, is considered
insufficient to deal with the complexities of the modern business environment.
Companies must integrate strategic and relevant information in their management
processes, such as operational data, market outlook, and risk analysis (Shi, 2021).
Therefore, management accounting plays an essential role in providing financial and non-
financial data that can support the strategic decision-making process.

Further, Nurmala Dewi & Puspitasari (2023) and Manurung et al. (2022) state that
management accounting includes identifying, measuring, collecting, analyzing,
compiling, interpreting, and communicating financial information used by management.
This process assists management in planning, evaluating, and controlling the company's
activities and ensuring the efficient use of resources. In practice, management accounting
helps companies analyze costs, evaluate performance, and develop strategies based on
information relevant to operational conditions.

However, a gap phenomenon appears in companies' application of management
accounting. One of these gaps is the understanding that management accounting is often
considered a cost-recording tool. The role of management accounting is broader than that.
Management accounting should be a tool that supports companies in creating added value
for shareholders and other stakeholders. For example, by applying Value-Based
Management (VBM), companies can focus on creating long-term value that impacts
business sustainability (Setiawan & Rahmawati, 2017). VBM allows management to use
financial and non-financial information to identify the most effective strategies to
increase the company's value. However, many companies still have not fully utilized this
VBM concept and tend to focus on short-term financial targets.

Another gap is in terms of the quality of the data used by management accounting
because even though the company has access to various data sources, often the data is not
processed correctly or is not updated according to the needs of management (Abad-
Segura & Gonzéalez-Zamar, 2020). This causes strategic decision-making to be less than
optimal because the data used does not reflect the actual condition of the company. In this
situation, practical management accounting should provide accurate and relevant data so
that management can make better decisions to achieve strategic goals. In addition, there
is also a gap in terms of the use of digital technology in management accounting. In
today's digitalization era, companies can use technologies such as Big Data Analytics,
Artificial Intelligence, and Machine Learning to analyze complex data and gain deeper
insights (Mahlendorf et al., 2023). However, implementing this technology in
management accounting is still uneven in many small and medium-sized companies.
Many companies do not yet have an integrated system to manage their financial and non-
financial data. Digital technology can help companies conduct prospective analyses,
forecast market trends, and identify risks early.

Another gap phenomenon is related to the role of management accounting in
company supervision. While management accounting can provide data critical for
internal controls, not all companies optimize using this information in conducting audits
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and performance evaluations (Gunarathne et al., 2020). Management accounting can
assist management in identifying problems early, such as decreased productivity or
increased operational costs, so corrective action can be taken immediately (Hristov et al.,
2022). However, in practice, supervision is often only carried out reactively when
problems have arisen and impact the company's financial performance.

Following the phenomenon and gap phenomenon above, the formulation of the
problem in this article is as follows:
= How does Value-Based Management (VBM) impact the Company's performance and

Decision-Making Effectiveness?
= How to Manage Value-Based Costs in the Era of the Industrial Revolution 4.0?
= How are the Challenges of Value-Based Management implemented in the Company?
Furthermore, based on the formulation of the problem that has been described, the
research objectives in this article are as follows:
= Understand how implementing VBM can improve company performance and

Decision-Making Effectiveness.
= |dentify how VBM is being implemented in the era of digitalization and automation.
= |dentify the obstacles that companies face in implementing VBM.

In addition, this research contributes to enriching literature studies related to VBM,
especially in the context of the Industrial Revolution 4.0. The research results are
expected to be a reference for developing theories related to value-based cost
management and its impact on company performance in an increasingly complex and
digital business environment. Furthermore, the results of this study are expected to be
used as a guide for company management in implementing VBM to improve operational
and financial performance, as well as make more data-driven decisions. Therefore, unlike
previous research that discussed VBM from a traditional perspective, this study focuses
on how VBM can be integrated with digital technology to create added value in the
company. This research fills the gap related to the adaptation of VBM in the era of
digitalization.

LITERATURE REVIEW

Resource-based view (RBV) is a theory that focuses on an organization's internal
resources as the key to achieving competitive advantage. RBV views that the difference
in performance between companies is caused by differences in the ownership and
utilization of resources owned by the company (Freeman et al., 2021; Khanra et al., 2021).
The two main assumptions in this theory are that resources between companies in an
industry are not homogeneous and that those resources cannot always be easily
transferred to other companies. Therefore, resource differences between companies can
be lasting and sustainable. RBV identifies resources with specific characteristics as the
basis for creating a sustainable competitive advantage. Further, the resource must meet
the criteria Valuable (valuable), Rare (rare), Inimitable (not easily imitated), and Non-
substitutable (irreplaceable), known by the acronym VRIN (Nason & Wiklund, 2015).
Resources that meet these criteria can help companies maintain a competitive position in
the market and create more value for shareholders.

Moreover, Value-Based Management (VBM) is a management approach that
focuses on creating value for shareholders by using financial and non-financial
information in decision-making (Battilana et al.,, 2022). VBM utilizes relevant
information to ensure that every decision taken by management will positively impact the
company's value in the long run. VBM combines management accounting principles with
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a strategic approach to optimize resource allocation to achieve the company's financial
goals (Battilana et al., 2022). Furthermore, VBM also emphasizes the importance of
measuring and managing the company's performance to increase the economic value
created by the company. Through this approach, companies focus on short-term financial
results and long-term strategies that can sustainably increase the company's value.
The merger between RBV and VBM in the context of management accounting
provides a robust approach to optimizing the use of a company's resources to achieve
strategic objectives and increase value for shareholders. RBV provides a framework for
understanding the company's internal resources and capabilities, which can be used as a
basis for VBM implementation. By understanding the strategic resources owned,
companies can direct the VBM strategy to maximize the use of these resources to create
value. Furthermore, it can be described to what extent RBV can optimize VBM as
follows:
= Resource Optimization Through VBM: In the context of RBV, internal resources such
as Human Capital, organizational capital, and Intellectual Capital are critical elements
that can increase the company's competitive advantage (Gerhart & Feng, 2021). VBM
uses the information about these resources to design strategies that focus on increasing
shareholder value. For example, companies can use data on innovation capabilities
(Innovation Capital) and customer relationships (Relationship Capital) to identify
opportunities that can increase the company's value.

= Measurement and Value Creation: RBV and VBM complement each other in the
measurement and value creation process. While RBV identifies resources that can be
the basis of competitive advantage, VBM offers a method to measure how much those
resources contribute to a company's value (Rehman et al., 2021). For example, VBM
uses approaches such as Economic Value Added (EVA) or Tobin's Q to measure the
impact of resource management on company value. This lets companies understand
how their strategic resources can be optimized to achieve long-term financial goals.

= Use of Technology in RBV-Based VBM: In the era of digitalization, technologies
such as Big Data Analytics and Machine Learning can be used to support the
implementation of VBM in managing enterprise resources (Chang et al., 2020). In
addition, RBV provides a foundation for companies to identify technology resources
that can provide a competitive advantage (Zahra, 2021). This technology allows
companies to manage financial and non-financial data more effectively, thereby
supporting more accurate and efficient value-based decision-making.

= Organizational Capability Development: RBV emphasizes the importance of internal
capability development as a source of competitive advantage. VBM assists in
formulating strategies that direct the development of these capabilities to create
economic value (Zahra, 2021). For example, companies can use VBM to allocate
investments in human resource training and development focused on improving
innovation capabilities. This allows companies to use human capital optimally
following the RBV principle, which emphasizes the importance of human resources
as a strategic asset.
Based on the objectives of the research and literature review, the framework of

research thinking can be illustrated as follows:
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Figure 1. Research Thinking Framework
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Source: From various data that has been processed

Following Figure 1 above, it can be explained that the framework of research thinking in

this article is as follows:

= The implementation of VBM is based on optimizing the company's strategic resources
following RBV, which focuses on long-term value creation.

= Technology integration allows for more effective implementation of VBM in the era
of digitalization, where richer data can support value-based decision-making.

= Identifying Challenges in VBM Implementation aims to understand the obstacles that
prevent companies from optimizing the use of resources, as well as provide solutions
to overcome these challenges.

= The results of the implementation of VBM are expected to improve the company's
financial and non-financial performance and support more effective decision-making.

RESEARCH METHODS

This study uses the literature review method (literature review) to explore related
phenomena of Value-Based Management (VBM) in the context of management
accounting and its integration with digital technology in the era of the Industrial
Revolution 4.0. Furthermore, in this study, a literature review was carried out by referring
to previous research published in scientific journals, proceedings, and relevant scientific
books. A literature review serves as a foundation for understanding the theory and concept
of VBM and identifying research gaps that still exist in the literature (Nugroho et al.,
2023). The stages are as follows:
= Data Collection: The data collection in this study used secondary data collected from
the following sources: (i) Scientific Journals, (ii) Conference Proceedings, and (iii)
Scientific Books.

= Data Collection Mechanism: The data collection process is carried out by
systematically searching literature relevant to the research topic using predetermined
keywords.

= The data obtained through the literature review is analyzed following the formulation
of the problem or research question: (i) How does Value-Based Management (VBM)
impact the Company's performance and Decision-Making Effectiveness? (ii) How to
Manage Value-Based Costs in the Era of Industrial Revolution 4.0? (iii) How are the
Challenges of Value-Based Management implemented in the Company?
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RESULTS AND DISCUSSION
Benefits of Value-Based Management

Value-Based Management (VBM) is a management approach that emphasizes
creating long-term value for shareholders. By implementing VBM, companies can
integrate financial and non-financial information in the decision-making process,
ultimately improving the company's performance. Previous research has shown that
companies that implement VBM effectively can achieve higher financial performance
than companies that do not. The main benefit of VBM in improving company
performance lies in its ability to optimize the allocation of resources that the company has
(Zhu et al., 2022)). In this approach, every decision taken by management is evaluated
based on its impact on the company's value so that decisions that do not provide added
value can be avoided. It is related to the Resource-Based View (RBV) theory, which
argues that a company's competitive advantage lies in utilizing unique and difficult-to-
replicate internal resources. In the context of RBV, VBM assists companies in identifying
strategic resources that are valuable and rarely owned by competitors so that companies
can focus on creating value by optimizing those resources (Barney et al., 2021). For
example, the use of intellectual capital, human capital, and organizational capital in
management decisions can increase innovation and operational efficiency, which in turn
improves the company's performance.

VBM is also vital in facilitating decision-making in an increasingly complex
business environment. By providing more comprehensive and relevant information,
VBM allows management to make more data-driven and value-oriented decisions. These
decisions include capital allocation, risk management, and the selection of business
strategies that can generate maximum value for the company in the long term. In the
Resource-Based View framework, strategic resource-oriented decision-making enables
companies to achieve sustainable competitive advantage. By utilizing financial and non-
financial data, VBM supports management in evaluating whether the company's
resources have been optimized or require further improvement to create value. This
information also helps identify opportunity costs and associated risks, which form the
basis for more informed decision-making. Previous research conducted by Gerhart &
Feng (2021)and D'Oria et al. (2021) shows that the implementation of VBM up to the
business unit level has a positive impact on the effectiveness of divestment by optimizing
the available information about the value creation of each business unit. In strategic
business portfolio management decision-making, VBM clarifies each unit's contribution
to the company's overall performance to make more appropriate decisions.

Resource-Based View (RBV) and Value-Based Management theories complement
each other in supporting companies to achieve competitive advantage and sustainable
economic value. RBV emphasizes the importance of managing valuable, rare, inimitable,
and non-substitutable resources (VRIN), which is the basis for long-term value creation
for the company. Meanwhile, VBM provides a framework for measuring and managing
a company's performance based on the value created by those resources. The combination
of these two approaches helps companies optimize the use of resources and accurately
measure how those resources contribute to economic value creation. For example, VBM
can identify and allocate investments in innovation and relationship capital, which are
essential strategic resources from the RBV perspective. In the era of digitalization, the
use of technology such as big data and artificial intelligence is increasingly increasing
the benefits of VBM in data-driven decision-making. This technology allows companies
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to analyze more complex and diverse information and forecast market trends relevant to
long-term value creation.

Value-Based Management in the Era of Industrial Revolution 4.0

Value-Based Cost Management (VBM) is a management approach that focuses
on creating long-term value for the company and its shareholders (Chatterjee et al., 2021).
In the Industrial Revolution 4.0 era, VBM faces new challenges and opportunities,
especially in optimizing digital technology and more comprehensive data analysis
(Ghobakhloo, 2018). Industrial Revolution 4.0, which is characterized by technological
advances such as the Internet of Things (loT), Big Data, Artificial Intelligence (Al), and
Cyber-Physical Systems (CPS), has created a highly dynamic and complex environment
where cost management and business strategy require a more adaptive approach (Khin &
Kee, 2022)). In this digital era, VBM allows companies to leverage technology more
effectively in strategic decision-making and cost management. Implementation of 10T,
Al, and Big Data in business processes provides more comprehensive real-time data,
which can be used to identify efficiency opportunities and increase productivity. Value-
based cost management also allows companies to forecast more accurately related to
market trends, estimate production needs, and assess operational risks through in-depth
data analysis (Ivanov et al., 2020). Therefore, with the integration of digital technology,
companies can accelerate more accurate and efficient data-driven decision-making (Nisar
et al., 2020). For example, the use of Cyber-Physical Systems (CPS) in the supply chain
allows interaction between physical devices and digital data, so that the process of
controlling costs and monitoring performance can be carried out automatically and more
transparently.

Furthermore, the Industrial Revolution 4.0 significantly changed how companies
run their strategic management (Chatterjee et al., 2021). In the context of VBM,
traditional approaches that rely solely on financial information must now be integrated
with relevant non-financial data, such as operational data, market analysis, and
technology risk. This is based on the Resource-Based View (RBV) theory, which
emphasizes that internal resources, including technology, can be a sustainable
competitive advantage if utilized well. In RBV, a resource that is valuable, rare,
inimitable, and Non-substitutable (VRIN) is considered the key to creating a sustainable
competitive advantage. In the Industrial Revolution 4.0 era, digital technologies such as
loT and Al have become necessary strategic resources in the VBM process (Fattah, 2024).
These technologies enable companies to efficiently collect, analyze, and use data to
support value-oriented decision-making processes. Thus, value-based cost management
can help companies identify the most effective strategies in increasing company value
through digital technology.

The Resource-Based View (RBV) theory is relevant in applying VBM in the era
of the Industrial Revolution 4.0 because it emphasizes the importance of internal
resources in creating a sustainable competitive advantage. Digital technologies such as
loT, Big Data, and Al can be considered valuable, rare, and intangible resources,
allowing companies to utilize information more efficiently and improve business
performance. Further, by integrating such technology into the VBM process, companies
can strengthen management capabilities and optimize the use of their internal resources.
This is in line with the RBV principle, which emphasizes that companies must leverage
their resources to create long-term value for shareholders. Successful implementation of
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VBM in this digital era also requires companies to continue innovating and adapting to
technological changes to maintain their competitive advantage.

Challenges of Implementing Value-Based Management in Companies

Implementing Value-Based Management (VBM), which focuses on creating
long-term value for shareholders, faces various significant challenges in the modern
enterprise. These challenges are related to organizational, technological, and human
resource factors. They are relevant to the Resource-Based View (RBV) theory, which
emphasizes managing a company's internal resources. The implementation challenges of
VBM are as follows:
= Organizational Complexity: One of the main challenges in implementing VBM is
organizational complexity. In large companies with many business units and diverse
structures, VBM implementation is often hampered by the difficulty of integrating
value into all levels of management (Alaméki & Korpela, 2021). This results in
difficulty measuring the value generated by each business unit accurately and
consistently. In the context of the theory of Resource-Based View (RBV), this
complexity can hinder companies from maximizing the use of internal resources that
should be able to create value if adequately optimized. The solution to this challenge
is implementing a more adaptive and decentralized organizational structure, where
each business unit can manage its resources based on clear value metrics. This allows
companies to be more flexible in managing diverse resources, following the RBV
principle that companies must utilize valuable, rare, inimitable, and Non-substitutable
(VRIN).

= Readiness of Technology and Information Systems: Another significant challenge is
the readiness of technology and information systems. Many companies, especially in
the SME sector, do not yet have adequate digital infrastructure to support the
implementation of VBM. Technology integration, such as Big Data, the Internet of
Things (1oT), and machine learning, are becoming increasingly essential to support
more accurate and Real-time (Nisar et al., 2020). However, companies that do not
have the right technology will experience limitations in collecting and analyzing the
data necessary for value-based decision-making. In the context of RBV, this
technology can be considered a strategic resource that can potentially create a
competitive advantage. Therefore, companies need to invest in relevant technologies
to maximize the use of data and support the VBM process. Companies can better
manage existing resources and create value by improving technology capabilities.

= Human Resource Limitations: Limitations in human resource skills and capabilities
are also an essential challenge in implementing VBM (Ozemre & Kabadurmus,
2020). Many managers and employees may not profoundly understand VBM
concepts or how to apply them in daily practice. Lack of training and awareness of
the importance of long-term value creation can lead to resistance to change or half-
hearted implementation. Theory Resource-Based View emphasizes the importance of
human resource capabilities as a critical element in creating competitive advantages.
Therefore, to address these challenges, companies must invest in human resource
development through ongoing training and management empowerment to understand
how VBM can be used to improve performance and create long-term value (Ozemre
& Kabadurmus, 2020).

= Resistance to Change: Resistance to change often arises due to uncertainty and a lack
of understanding of the benefits of VBM (Hani & Dagnino, 2020). Managers used to
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traditional performance measurement may be reluctant to adopt value-based metrics,
as they see them as concepts that are too theoretical or irrelevant to daily operations.
This resistance can be exacerbated by an organizational culture more oriented towards
achieving short-term goals than long-term value creation (Barney et al., 2021).
Therefore, to overcome this, companies need to clearly communicate the strategic
benefits of VBM and provide incentives that align with long-term value creation. In
the context of RBV, companies must build dynamic capabilities that allow them to
adapt to the changing business environment and utilize internal resources more
effectively.

CONCLUSION

The conclusions of the research that are adjusted from the results and discussion, as

well as the formulation of the problem, are as follows:

Value-Based Management (VBM) focuses on creating long-term value for
shareholders by integrating financial and non-financial information into decision-
making. The implementation of VBM helps companies improve financial
performance by optimizing resource allocation. Within the framework of the
Resource-Based View (RBV) theory, VBM allows companies to utilize valuable,
rare, inimitable, and non-substitutable (VRIN) strategic resources so that companies
can focus on value creation. With VBM, decision-making is more data-driven,
covering capital allocation, risk management, and business strategy, which supports
sustainable competitive advantage.

In the Industrial Revolution 4.0 era, VBM is increasingly relevant in supporting
strategic decision-making by utilizing technologies such as the Internet of Things
(1oT), Big Data, and Artificial Intelligence (Al). This technology provides
comprehensive, real-time data, allowing companies to conduct more accurate
forecasting and identify efficiency opportunities. VBM, in the era of digitalization,
enables the integration of financial and non-financial data, which supports increased
productivity and more precise risk assessment. In the context of RBV, digital
technology is a strategic resource that can create a competitive advantage if utilized
optimally. Value-based cost management helps companies identify effective
strategies through technology, which contributes to the company's sustainability.
The main challenges of VBM implementation include organizational complexity,
technological readiness, human resources, and resistance to change. Organizational
complexity often hinders the integration of VBM across management levels,
especially in large companies with many business units. Technology readiness is also
a challenge, especially for companies that do not yet have a digital infrastructure that
supports the application of big data and loT technologies. Poorly trained human
resources and a low understanding of VBM can also hinder effective implementation.
Resistance to change arises because managers accustomed to traditional performance
measurement tend to be reluctant to adopt VBM. To overcome these challenges,
companies must develop technological capabilities, human resources, and adaptive
organizational structures following RBV principles to apply VBM optimally and
sustainably.
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