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MOTTO

" the greatest challenge that you face is fighting for your own laziness and

your uncertainty, the uncertainty to your self and your laziness measure and

give border who you are ".

(Robert T. Kiyosaki)

"When you found something wrong in your life, it does not mean GOD not

cares with you and just let you dying because of that. But that is the care

ness of GOD when HE gave you one challenge to survive and realize that

after you get into cloudy day, you will found a great smiling sunshine in

front of you"

(Q_Q)
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CHAPTER I

BACKGROUND

1.1 Background of the study

ACompany in the existence of tight business competition will choose
and inlaid fit strategy with company characteristic and environment
condition. The right company to choose strategy could exceed the competitor
mthe growth rate as well as earning profit, and it could stand in the business

cyclesfor longlive.

Miles and Snow (1978) stated four organizational strategy of
typologies used by company in competition, winch consist of prospector,
defender, analyzer and reactor.

Prospector and defender typology are the two strategy typology as
which is located on two extreme points. The prospector typology is concerned
on the unique offering product of its competition strategy (or called
differentiation strategy) based on consumer perception. It runs on selling
growth and market wider. While the defender typology is concerned on the
competition using offering product with cheaper price strategy (cost leadership
strategy) from the competitors that is assumed by point of view consumer
perception, also stable condition of product, and how the company maintain

the market.

This research will investigate the differentiation accounting scale effort

as implicated horn two company typologies above, and also see the
relationship with stock price as proxy from market reaction. The research



relates to prospector and defender company typology still limited. Some

researcher who uses Miles and Snow (1978) typology as object or research

variable, are Mr. Daniel and Kolari (1987), Karimi and friends (1996), Ittner

and friends 1997 and Riyanto (1999), MC. Daniel, Kalari (1987). Example the

difference the market aggressive between prospector, defender and Analyzer.

Karimi and friends term of finding executive bonus contract between

prospector and defender typology examine budgeting participation

affectivities. In the other side, all of the research above do not yet concern to

the accounting scale effort quantitatively. Therefore, this research can assume

as preliminary study that shows the difference accounting effort between

Prospector Company and Defender Company, and also the relationship with

stock price.

In order to fulfill the aim explained above, the writer propose this

thesis using life cycle approach to explain organizational implication face

accounting scale effort. It is based on Porter (1980, 161) explanation that

every phase in life cycle product will affect to the strategy, competition and

company effort. Porter explanation is sharper than Grant (1995, 294) that the

key success factors in growth phase uses differentiation strategy (prospector

strategy) and the key success factor on maturity and decline phase is cost

leadership strategy (defender strategy).



1.2. Problem Identification

Based on the background above this research is concerned on several issues:

I How is the average profit growth ofProspector Company if it is compared

by defender average profit growth company'7

1 How is the average growth ofselling prospector if it is compared by the

average growth of selling defender company

2. How is the average dividend pay out of prospector company if it is

compared by the average dividend pay out ofdefender company

3. How is the return of stock between the prospector company if it is

compared by return of stock of the defender company.

1.3. Research Purposes

Based on the problem formulation above, the aim ofthe research are:

1. To know the average profit growth of typological prospector company

compared by average profit growth oftypological defender company.

2. To know the average growth of selling prospector typological company

compared by average growth ofselling defender typological company.

3. To know the average dividend pay of prospector typological company

compared to the average dividend payout of defender typological

company.

4. To know the market reaction to the prospector typological company

compared by market reaction to the defender typological company.



1.4. Research Contribution

This research will hopefully give benefit and give contribution to:

1. The writer

The benefit for the writer can be an effort in to improve and to apply all

theories during the lectunng activities to the real life and also to gam

experiences and knowledge for the future.

2. The company

To the emitter company, the result achieved in the research can hopefully

give company useful information and consideration in the decision making

and company policy in the financial decision in the future.

3. the investor

The research can be useful in order to choose the right investment so that

profit and risk in the fund investment can be minimized.



CHAPTER II

THEORITICAL CONCEPT

2.1 Organizational Strategy

Companies entering tight competition will use strategic competition in

order to survive. The strategy that is used by the company must fit with the core

competencies owned by coinpany and also external condition of the coinpany

(Hax&Majluf, 1995).

Miles and Snow (1978) divide four styles of organizational strategy,

prospector, defender, analyzer and reactor with the following definition:

1. Prospector is the organization with every moment in regular time to

watch the market (opportunity'). An organizational regularly try to do

some experiments to see the consumer behavior environment

2. Defender is the organizations of tight/small domain product market.

High level manager in this organization type is required so experts in

term of giving border of operational area do not look for new segment

out of the domain. As a result of tight focusing result, the companies

seldom need important improvement/adjustment in the technology,

structure and operation method. Nevertheless they are more concern to

the operational efficiency level.

3. Analyzer is the organization with scope of the operation in two types,

which is the domain product market in stable condition, and still do

exchanges in stable area. The organizations operate regularly and

efficient using process and structures formulation. In this turbulence



condition, top manager has detail concern to new ideas of the

competitor and in short time will adopt it.

4. Reactor is the organization which is the top manager used in the

changing perception and uncertain condition on their organization

environment occurred but cannot respond it effectively.

Miles & Snow (1978, 14) state strategy research based on

adaptive cycle. Therefore organization strategy by company can be

change based on their environment changes. So strategy option of

company is thereby ongoing process.

2.2. Product Life cycle

Product life cycle theory assumed that a product (industrial product) will

experience evolution. The evolution have several phase; beginning with

introduction phase, growth phase; mature phase; decline phase; and every

evolution phase will effect to the strategy, competition and company effort (Porter

1980, 158 and Grant 1995, 237). It makes organizational explanation can not be

separate with product life cycle theory.

On the introductionphase until growthphase, Product differentiation is the

key success factor. For this reason technology ownership, science and also

funding condition is the important aspect to reach the key success factor. Growth

or this phase will need much more fund to complete and make perfect capital,

fulfill manufacture capabilities, marketing and distribution. (Grant 1995)

On the effort sector, Porter (1980) stated that companies which is in the

growth rate margin, profit and selling growth are relatively high compared to

mature phase, and decline phase. But on the return on investment (ROl) on this



phase relatively small compared to the company in mature phase (Anderson and

Zaithaml, 1984). This condition result because of on introduction phase and

growth phase of company is still on "build" stage and still need to do investment,

while on the maturity and decline phase, company is on the harvest condition.

Because of the inconsistent type organization related to strategy structure, so

seldom adjustment can give more power to do just the similar thing in the

environment.

In controlling management system side, Shank and Govindarajan (1993,

100) implicitly stated that on the introduction and growth/build company

condition do not use tight controlling system, but it is used by the mature and

decline phase condition. More over the statement said that on the introduction and

growth phase, standard cost is used as value adjustment and the use of budgeting

concept for manufacturing cost control is relatively low.

The transformation from growth phase to the mature phase and decline

phase create two implications to the competitive advantage; which is the chance to

run the competitive advantage and constantly become less and less, and changing

position from differentiation, based factor to the cost based factor (grant 1995,

294). More over. Grant stated the less of differentiation advantages in particular

comes from consumer knowledge, product standardization and product

innovation. On this phase, the cost advantage becomes the key success factors.

The main sources of high cost advantage come from economies of scale, low cost

input, and low overhead. So it canbe said the right strategy used in the mature and

decline phase is cost leadership (defender strategy).



2.3. Prospector and defender

Prospector and defender are two types of organization which is in the

extremely two different position with the different characteristics and

strategic, or in taking leave of another. Simon (1990) identified these two

organizational type with competitor strategy which is classified by Potter

(1980) as differentiation strategy and cost leadership, and by Mintsberg

(1973) with entrepreneurial and adaptive.

Competitor strategy means doing something different with

competitor in the same industry. The difference can be based on product,

delivery system, market approach etc (Potter 1985, 14). The competition in

prospectors Company is more concerned on product aspect as a weapon

or competitive advantage, therefore Prospector Company has innovation

character, new products, variations and product diversification. To

maintain this strategy, investments relatively high compared to developing

labor and R/D expenditure from defender coinpany (Ittner and friends,

1997)

Another characteristic in prospector strategy is run in selling growth,

increasing market scope. This character is very logical because with new

products and product variation, it will open new market scope that have

consequence to the selling increasing level and increasing market scope.

Miles and Snow (1978, 57) stated that there are two characteristics of

prospector typological company growth). First: growth as a result from

market scope location and product development, and second; growth in

the term of high rate of growth.



If strategy value is related to the product life cycle theory', so the

prospector ty'pological company with high intensity on innovation

character is on the growth phase. The other side, the defender typological

companies is concerned to efficiency or the mature phase position. This

phase is so reasonable to implement Tight cost Controlling policy. Shark

and Govindarajan (1993, 96) implicitly stated that either in introduction

level and growth level do not use tight controlling system. But if it is on

mature and decline phase; so it will use tight control. This control system

is used consistently and moreover it will affect the company effort as a

whole. In relation with this controlling system, Mark (1989) found

empirically significancy the relation between controlling system used in

internal consistency and financial effort.

In relation to the growth rate, Anthony and Ramesh (1992) found

high scale selling growth compared with maturity and decline phase. They

also found in that phase relatively high dividend pay out compared with

maturity phase. This can be explained that Prospector Coinpany gives

small amount dividend to the investor because they anticipate reinvestment

and product development.

Then Porter (1980, 161) stated that company on the growth phase

have greater margin and profit compared with the maturity and decline

phase. Related to that statement, Gaver and Gaver (1993) have proved on

their research that coinpany which have greater change to growth will have

more profitable in their income compared with the company that have no

change to or less change to growth.
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The defender company strategy is more concern to efficiently and

low cost, lower than the competitor. The concern to the efficiency shows

on thigh cost controlling. For example on R/D cost, service and minimize

promotion cost, getting economic scale production to get low cost/unit

(Porter 1980)

On the product aspect, Defender Company tries to supply stable and

constant product in the market. Product development usually fit with the

exist of product line, and marketing development is the same in

accordance with scope next to/near the exist scope. (Miles and snow

1978). This company is not really quick to adopt the external environment

changes, that is why this company does not use first-to-market strategy as

typological prospector coinpany (Ittner and friends. 1997). In relation to

Miles and Snow (1978, 57) stated that the defender is closer to steady

increment growth, prospector growth spurts. Therefore the defender

company is then more concerned to what they have in. therefore financial

statements, such as ROl and Cash Flow operation, are more concerned

rather than Non-Financial, such as market scope and new product (Ittner

and friends, 1997)

From the literature above, it can be concluded that prospector

strategy and defender strategy implication to the scaling accounting effort

is stated in the following table 1:



Table 2.1

Differentiation prediction of scaling accounting effort prospector and
Defender Company

1G SG DP

7rospecto7 RT ~" RT RR

Defender RR RR RT

11

Notation:

,/,• vr ^ih's Growth- DP Dividend Pay Out: RTIG = Income Growth. SG sales i.uov\in.

relatively higher: RR relatively lower.

2.4. Theoretical Framework ofHypothesis

Theoretical framework of Hypothesis above is based on the prediction

resumed in 1 with the basic theory used by the writer of the hypothesis
pattern is alternative pattern. High intensity of Prospector Company on the
growth phase in product life cycle has higher impact. In Defender Company
w,th higher intensities on mature phase get merge and profit growth relatively
small. Tins statement is more reasonable because on growth phase, new
products by company do not have any competition yet in short term, but
differentiation product aspect is still more dominant. Aproduct still can sell
with high pnce, but on Defender Company which dominant factors is cost
advantage, it should have to compete by tight price competition

Garner and Ganer (1993) found empirical prove that the company with
m0re investment and power to growth have greather profitabilities compare
vith less growth and ability to invest. Anthony and Ramesh (.992) stated that

wi
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unexpected earning growth is greater on growth phase and better than maturity

and decline phase.

The different scaling growth rate effort as implication of organizational

strategy will examine with this hypothesis:

Hi : Average profit growth rate of Prospector Company is greater

when it is compared with average profit growth rate of Defender

Company

Prospector company have selling growth characteristic and market

scope increasing on their difference new product innovation compare with

their competitor (Miles Snow : 1978. The creation of wide market by the

company is done by doing attraction movement in the creation of new sense of

product to the consumerwith the product differentiation.

New product character creation to the prospector coinpany makes the

company more often on the growth phase in product life cycle. In other side

defender company with efficiency more on maturity' phase, because it can use

tight controlling cost. That is why, Porter (1980) explained that this phase

growth relatively small. Empirically- Anthony and Ramesh (1992) found high

selling growth on thegrowth rate compared on maturity and stagnant phase.

Based on literature above, the difference of selling growth scale effort

as implication from prospector and defender strategy will be examined with

this hypothesis:

H2: Average selling growth of Prospector Company greater than

average selling growth of Defender Company

Prospector Coinpany divides the dividend to the investor relatively

smaller company with Defender Company. This is caused by Prospector
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Company winch anticipate reinvestment on capital expenditure, new product
development research and labor development (Ittner and friends 1997)

The company on growth phase will give dividend smaller to the

investor and will be greater when they have arrive on mature phase. Anthony
and Ramshesh (1992) use dividend pay out ration as predictor in dividing
company life styles. They found significantly dividend ration smaller on the
growth compare with mature decline phase.

Jensen (1986) and Smith and Watts (1992) argued that company with
more changes to growth have free cash flow in small amount and lower pay-
dividend. This argumentation support founding the positive relationship

between asset in place proportion and dividend yield.

Based on this, so the hypothesis:

H3 : average dividend pay out of Prospector Company smaller compare

with average dividend payout at Defender Company

Accounting scale effort is predicted different between prospector and
Defender Company. Scaling accounting effort that predict different between

prospector and Defender Company assumed that it will also receive different
respond from market stock. The prospector company is relatively high in
profit growth and selling compared to Defender Company (Porter, 1989, Miles
and Snow 1978). They assumed that it will get higher respond compared to

defender company.

Based on testament, the hypothesis pattern will be:

H4: prospector typological company's return greater than defender

typological company's return



CHAPTER III

RESEARCH METHOD

3.1. Data and sampling option

The population of this research are all registered in the

manufacturing company in Bursa Efek Jakarta (Jakarta Stock Market). The

sampling is based on purposive sampling method with full sample of the

chosen criteria. The criteria that will be used to be choosed as sample are:

1. The sample on Jakarta Stock market from 1999.

2. The sample classified on manufacturing industry based on Indonesia

capital market directory.

3. The sample which has issued regularly in 5 years period ; 1999, 2000,

2001, 2002 and 2003

4. The sample with annual yearly report end on December 31.

The data used are secondary data (archival), which contains of:

a. Accounting data, it consist of company financial report sample,

dividend, and stock accumulation issue from 1999, 2000, 2001,

2002, 2003 (5 years) in the Indonesia capital market directory.

b. Labor sum on each emitter from Indonesia capital market directory

c. Publication date of emitter financial statement and "index Harga

saham Gabungan (IHSG)" taken from the bisnis Indonesia news and

business news.

d. Stock price date in each emitter items from "Pojok BE.I UII" database.

The daily stock price data is used because it is more critical to the
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market reaction compared to the weekly stock pnce market reaction or

monthly stock price data (Brown and Warner 1985)

3.2. Prospector and Defender Typological Company Selection

The sample decision that is classified on prospector or defender is

based on 4 proxies, which are labor sum divided by total expenditure

(KARPEN), the price to book value (PBV (Ittner and fiiends 1997),

capital expenditure divided by total asset (CETA) (Skinner 1993, Kallafar

and Trombley 1999). These four variable value are analyze with common

factor analysis.

Variable indicators uses as prospectors and defender typological

company's proxy are:

KARPEN = KAR/PEN

(1)

PBV = MV/BV

(2)

CETA = (CEr- CEM)/TAM

(3)

CEMVE = (CEr- CEt.,)/MVEt_,

(4)

Notation:

KAR = Labor amount

PEN = Total net selling

MV = Market Value

BV = Book value



CEi = Capital Expenditure year t

CEt-i = Capital Expenditure year t-1

MVEn = Market Value Equities year t-1

(Stock among issued multiply by stock price)

TAu = Total Asset year t-1

3.2.Variables Option and Scaling

3.2.1. Independent variable

The independent variable used in this research is accounting

effort scaling variable. The predicted implication by organization

strategy is profit growth, selling growth and dividend pay out. This 3

variables, are assumed as:

AIBED = (IBED, - IBEDt.i)/MVEt.|

(5)

ASG = (SGt - SGn)/SG,.

(6)

DP = DPS/EPS

(7)

Note:

AIBED = Profit Growth

IBEDt = Profit before tax, not include extraordinary items and

discounted operation on year t

IBEDt-i = Profit before tax, not include extraordinary items and

discounted operation on year t-1

MVEn = Market value equities on ended year t-1
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ASG = Total Selling

SGt = Net total selling on year t

SGt-i = Net total selling on year t - 1

DP = Dividend pay out ratio

DPS = Dividend stock/share

EPS - Profit/share

3.2.2. Dependent Variable

The dependent variable in this research is cumulative abnormal

return (CAR) applied in market model. The market model is a

parameter from ordinary least square regression (OLS) using daily

return. Estimation period 100 days with window period 7 days. This

equation market model is shown as follow:

Rij = a, + (3, - Rm| + sij

(8)

Note:

Rij = first realization return securities on j estimation period

ai = i- securities intercept

(3t = Coefficients slope that is Beta from first securities

Rmj = Market Index Return on j period

8jj = first residual mistakes securities on j estimation period



3.2.3 Beta correction

The beta for Trade Market transaction seldom occur the same

(Thin Market) as a Beta bias, it is caused by non synchronouse trading.

Tire Indonesia Market Capital is remain a thin market. Hartono (1999)

found empirical zone that Beta securities in BEJ are bias. An average

beta is found on 15 companies only 0.0676 (significant level on 1%).

However market beta is balance average from beta in each security in

the market to have I point.

Based on that, each Beta securities resulted by (8) equation is

used to account expectation return corrected until close to the real beta.

The method used to correct bias beta is Dimson method (1979). The

pattern is based on Dimson method as follow;

Ri-i = «i + p-1 Rml.n + + (3, Rml - + (3t+n Rmt + n

(9)

Note:

R;_t = first stock return on period t

Rmi-n = Market index return on period t - n

Rmi +- n= Market Index return on lead period t + n

The amount of correction Beta is accumulation from regression

coefficients on (9) equation with pattern:

Pi = Pi •" + +Pi + + Pi +n

(10)

In this research lead period accumulation have 3 (three) days

maximum.



3.3. Analysis Model

The average differentiation on accounting effort scaling

examination by organization strategy implication are Hi, H2 and H3, while

the market reaction examined by 2 kinds of organizations (prospector and

Defender) is hypothesized on H.t done with t-test (unvaried). In the other

side, the examination is conduct to lookdeeply on prospector and defender

strategy in the relation of stock price, therefore multivariate examination

with double regression analysis equation is required.

CAR = I di (a + p, + AIBED + p2 ASG + (3, DP) + s

(11)

Notation:

CAR = Cumulative Abnormal Return

S di = Variable Dummies, Nulls for defender ty'pological

company and I for prospectortypological company

AIBED = Profit Growth

ASG = Sales Growth

DP = dividend pay out

a Intercept

fii profit respond coefficient to the abnormal return

P2 sales respond coefficient to the abnormal return

p, = dividend pay out respond coefficient to the abnormal

return

s residual mistake
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To see the differences of coefficient residual respond in each variables to the

abnormal return between prospector company and defender company, T test

equation s used in this condition the writer uses SPSS computer program.



CHAPTER IV

DATA ANALYSIS

4.1 Preface

This research uses registered manufacturing companies data in BEJ from

1999 to 2003 and as an active stock for issued financial statement report. The

amount of sample included in the criteria above are about 135 companies from

154 of manufacturing companies which is divided into 20 division of business

registered in the BEJ from 1999 to 2003. This result occurs because un complete

data and because companies reporting the financial statement did not issued the

financial statement on December 31s1. therefore, there are 135 companies to

complete the report and the other 19 companies are not on the 1999 period to 2003

period. There are also some companies did not close the book period on

December 31st. From the 135 company's data included in this research, they will

be divided into defender and prospector strategy form of companies. It will use

common factor analysis in result of 90 companies divided into 45 companies

include in Defender Company and45 companies include in Prospector Company.

The analysis procedure factor is used to identify prospector and Defender

Coinpany. This procedure is used because it can identify latent dimension or

representation form from real variables ( Ittner, and friends, 1995 page 376) The

real four variables as an indicator or organizational proxy strategy that used in this

research are price to book value (PBV), capital expenditure, market value of

equity (CEMVE), capital expenditure total asset, and total employee total sales

(KARPEN).

21
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From the analysis factor above. 45 prospectors companies and 45 defender

companies are found:

No

Defender Company

The

Table 4.1.

Company List
Company Name

Prospector Company

1

2

PT.

PT.

Ades Alfindo Pnterasetia. Tbk

Aqua Golden Missisipi Tbk

PT

PT

Argo Panics Tbk

Eralcx Djaja Limited Tbk

3 PT. Caliava KalbarTbk PT Panasia Filament Tbk

4 PT. Davomas Abadi Tbk PT Panasia Indosvntcc Tbk

5 PT. Delta DjakartaTbk PT Roda Vivalex. Tbk

6 PT. Fast Food Indonesia Tbk PT Sanson Textile Manufacturer. Tbk

7 PT. Indofood Sttkscs Makmur Tbk PT Tcxmaco Java Tbk

S PT. Mavora Indah Tbk PT APACCilraCentertexTbk

10

PT.

PT,

Mulli Bintang Indonesia Tbk

Sari Husada Tbk

PT

PT

Ever Slime Textile Industri Tbk

Fortune Mate Indonesia Tbk

n PT. Sckar Laut Tbk PT Great River Intrnational Tbk

12 PT. SiantarTOPTbk PT Hanson Industri Utama Tbk

13 PT. Sierad Produce Tbk PT Indo-Rama SvntcticsTbk

14 PT. SMART Tbk PT Kanvell Indonesia Tbk

15 PT Tunas Bam Lampung Tbk PT Kasogi International Tbk
16 PT. Ultra Java Milk Industry Tbk PT Pan Brother Tex Tbk

17 PT BAT Indonesia Tbk PT Primarindo Asia Infrastructure Tbk

IS PT. Gudang Garam Tbk PT Rickv Putra Globalindo Tbk

19 PT H.M Sampocrna Tbk PT Sarasa Nugralia Tbk

20 PT Argha Karva Prima Industry Tbk PT Sepatu Bata Tbk

21 | PT. Ashimas Flat Glass Co. Ltd. Tbk PT. Surva Intrindo Makmur Tbk

22

23

PT. Asiaplast Industries Tbk
PT. Berlina Tbk

PT. Alumindo Light Metal Industri Tbk
PT. Citra Tubindo Tbk

24 PT Dvnaplast Tbk PT. Indal Aluminium Industn Tbk

25 PT. Igarjava Tbk PT. Java Pari Steel Tbk

26 PT. Langgcng Makmur Plastik Tbk PT. Lion Mesh Prima Tbk

27 PT. Trias Scntosa Tbk PT. Pelangi Indah Works Tbk

28 PT. Wahana Java Pcrkasa Tbk PT.Tembaga Mulia Scmanan Tbk
29 PT. Inli Kcramik Alamasri Industn Tbk PT. Tira Auslcmte Tbk

30 PT. Kcramik Indonesia Assosiasi Tbk PT. Kedaung Indah Can Tbk

31 PT. Mulia Industrindo Tbk PT. Kedavumg Setia Industrial Tbk

32 PT. Surva Toto Indonesia Tbk PT. Komatsu Indonesia Tbk

33 PT. GT Kabel Indah Tbk PT. Texmaco crkasa Enginering Tbk

34 PT. Sumi Indo Kabel Tbk PT. Astra Graphia Tbk

35 PT. Astra International Tbk PT. Metrodata Electronics Tbk

36 PT. Inter Delta Tbk PT. Multipolar Corporation Tbk
.37 PT. Modern Foto Film Compain Tbk PT, Astra Otoparls Tbk

38 PT. Perdana Bangui! Pusaka Tbk PT, Branta Mulia Tbk

39 PT, Dankos Laboratories Tbk PT. Gajah Tunggal Tbk

40 PT. Indofarma (Persero) Tbk PT. Goodvear Indonesia Tbk

41 PT. Kalbe Farma Tbk PT. Hexindo Adierkasa Tbk

42 PT. Kimia Farma (Persero) Tbk PT. lndomobil Sukscs Internasional Tbk

43 PT. Merck Tbk PT, Intraco Penta Tbk

44 PT. Tempo Scan Pasific Tbk PT. United Tractors Tbk

45 PT. Unilever Indonesia Tbk PT. Mustika Ratu Tbk
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4.2 Statistical Description

Table 4.2 and 4.3 below will show the resume of statistical description of

all variable that is used in this research; the data will be divided into prospector

variable on table 4.2 and defender variable on table 4.3. Both variables will be

used in the analysis model to examine thehypothesis.

We can also find Average Growth Rate (AIBED). sales (ASG) and

Cumulative Abnormal Return (CAR) that show higher result in prospector

companies than defender companies. In the other side, dividend pay out (DP) of

prospector companies is smaller than defender companies.

Table 4.2.

Descriptive Prospector

Cumulative Abnorm

Return Prospektor

Devident Pay Out
Prospektor

Pertumbuhan Laba

Prospektor

Pertumbuhan

Penjualan Prospekt

Valid N (listwise)

N

283

236

191

190

190

Descriptive Statistics

Minimum Maximum Sum

0124780 2145345 9503187

0215850 0283755 1317910

7.83027 39.18984 32.36195

9805410 '8.96731 14.09218

Mean 3td. Deviation

006891586 )281607670

000558436 )040649025

169434310 1848487509

232064086 '301337864
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Table 4.3.

Descriptive defender

Descriptive Statistics

N Minimum Maximum Sum Mean Std. Deviation

Cumulative Abnormg

Return Defender
315 -.0084617 .0183680 .4460910 .001416162 .0052226657

Devident Pay Out
Defender

225 -1.00922 5.8760303 13.50619 .060027526 6052821853

Pertumbuhan Laba

Defender
180 -32.9669 31.64850 -15.4544 ,085857750 .5006592538

Pertumbuhan

Penjualan Defender
180 -61278.8 238.7329 -60618.8 -336.77134 4567.792793

Valid N (listwise) 180

4.3 Examination of Hypothesis HI, H2, H3.

Table 4.4 as a resume of examination result of the difference of average scale

accounting effort between defender companies. On table 4.4 show that

average profit growth (AIBED), sales (ASG), and cumulative abnormal

return (CAR) of prospector companies higher than defender companies.

This result show that prospector companies with high intensity on growth

phase and it's product life cycle has sales growth and selling growth higher

than defender companies which are in high intensity in mature and decline

phase. This research have same result with Porter (1980) and Yogyanto

(2000) that the companies on the growth phase can create high margin and

profit compare with the companies that in the maturity and decline phase.
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And also, in this research consistently with Yogyanto and Hamid habbe

(2000). From the research above that support HI and H2, that is proposed;

Table 4.4.

Scale Accounting Effort Mean Result

Variable Strategy N Mean t-value Sig.

AIBED Prospector

Defender

45

45

0,17982

- 0.85858

0,640 0,523

ASG Prospector

Defender

45

45

0.244966

-336.7713

0,990 0,324

Dp Prospector

Defender

45

45

0.000623

0.06003

-1,472 0,142

Last result on the table above show the examination result of the average

dividendpay out (DP) differentiation. On that table, we can see average dividend

pay out (DP) of prospector companies smaller than average dividend pay out of

defender companies. This research equal with the hypothesis that proposed, but

the difference is not significant.

The result above show that prospector companies have change to growth

and invest not quite different significantly with defender companies in the term of

the dividend to the investor.

4.4 Examination of the hypothesis H4

Hypothesis H4 is a hypothesis to examine the market reaction differentiation

to the prospector and defender companies. The hypothesis that proposed is that

market reaction to the prospector companies greater than market reaction to the

defender companies.

On the table, we can see that CAR of prospector companies higher (0,00689)

compare with average CAR of defender (0,00153). This result is equal with the

hypothesis that used, is significant, so this hypothesis can be accepted.
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Based on the research above, can be conclude that market reaction to the

prospector and defender companies have a significant differentiation so it can be

resume that organizational strategy has connection with the stock price.

Table 4.5.

Mean Comparation Result of Scaling Accounting Effort

T value Sig.

3,072 0,002

4.5 Multivariate examination

Multivariate examination is used to know how deep this scale ofaccounting

effort relationship that implicated with organizational strategy to the stock price.

Beside that, it also gives more deep result to the difference ofthe relationship on

the examination ofrespond the next step to support examination ofhypothesis HI,

H2 and H3.

In the 9th table, we can see coefficient value AIBED (/?/) and ASG (j32)

coefficient the difference to prospector strategy significant on 5% and 10% level.

Beside that DP coefficient (ft) is not significant. The result will show how much

the amount of profit growth and selling growth that affect significantly to the

amount of abnormal return. But on dividend not affect significantly to the

abnormal return.

AIBED coefficient to the defender strategy significant to the 5% level, on

ASG coefficient ( ff) and DP (ft?) is not significant. The result shows the amount
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of profit growth just significant in the defender companies to the amount of

abnormal return.

Table 4.6.

CAR Regression Result to the Profit Growth, Sales and Dividen Pay Out

CAR = Zdi (a, + fit AIBED + p2 ASG +f3, DP) + e

Strategy
Prospektor 0.0112

t-value

Defender 0.001
| t-value

a} P,
~r

P2
0.000185

| (-0251)

| 0.000006934
j (0.078)

-0,0004
(-0.379)

-1.63E-07

(-1.867)

03
-2.303

(-4.402)

-0.001

(-0.866)

Notation: ** significant on 1% level.

To show the difference of the amount ofprofit growth and selling growth,

and also dividend pay out to the amount ofabnormal return between prospector

and defender companies using comparation coefficient. Differentiation of

significant coefficient can be seen on the note.

AIBED coefficient, f, to the prospector companies is greater (0.000185) r

when it is compared with IBED coefficient ofdefender companies (0.0000069).

The result can be define that profit growth on prospector companies have agreater

amount to the abnonnal return compare with the amount of profit growth on

defender companies. On this research the difference is not significant. ASG

coefficient, ft to the prospector companies*-0.0004) is smaller than when we

compare it with ASG coefficient to the defender (-0.000000163). This result show

that the amount of selling growth on the prospector have greater affect to the
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abnormal return compare to the selling growth on the defender. On this research,

the result is not significant.

On the other side, DP, p.? (see table 9) to the prospector companies are equal

with dividend pay out coefficient to the defender companies. This result show that

the amount of dividend pay out have no effect to the abnonnal return to the

prospector.



CHAPTER V

CONCUSSION, DISCUSSION AND LIMITATION

5.1 Research Conclusion and Discussion

This result of the research shows average growth profit and sales of

prospector company higher than the average growth profit and sales ofdefender

company ( both of them significant on 1% level). This result supports Porter

(1980) and Anthony &Remesh (1992) statement that companies with growth

change have less free of cash flow and pay the dividend smaller than the

coinpany with no chance ofgrowth.

This case can be explained on the statement ofthe un significant dividend

pay out ratio variable is the possibilities of the prospector and defender

companies more concern to the signaling theory than contracting theory, so the

dividend payment is relatively equal. Other possibilities of the prospector and

defender companies is the difficulties condition of free of cash flow to pay
different dividend.

The result on the difference in return to the prospector and defender

companies equal to the research prediction. It shows that the return to the

prospector coinpany is more greater than the return to the defender company.

Therefore, the result is not significant.

This research is not equal with the theory on the hypothesis research ofHI

and H2. referring the difference of the accounting effort scale (profit growth and

sales growth) that the extreme between 2 typological characteristic is not

followed by return differentiation. The statement can be explained on the un

significant result that the point ofview investor is not really rational. The other

29
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possibilities is a relatively small sample summary, so it is caused the result of the

research a small power of test.

On the multivariate research in order to support the hypothesis, it is found

that amount ofprofit growth affect significantly to the amount ofabnonnal return,

in the prospector and defender companies. Coefficient amount of profit to the

abnormal return to the prospector and defender company are 0.000185 and

0.000006934 ( both of them are significant on 5% level). As the profit growth

selling growth also affect to the amount of abnonnal return , but it just affect on

prospector coinpany ( significant on 10% level). Therefore dividend pay out have

no affect to amount ofabnonnal return, in the prospector and defender company.

The effect of the amount of profit growth and sales growth to the abnonnal return

have no difference significantly between prospector and defender companies. The

value of "t" differential of profit growth affect to the abnormal return between

prospector and defender company about 0.640 (0.990).

The result of multivariate test show that the significant differences of

average profit growth and sales growth between prospector and defender do not

support strongly to the difference of profit growth and sales to the abnonnal return

between prospector and defender coinpany. The possibilities explanation that can

be given to the statement above that the investor is less rational to give point of

view in the existing differentiation between prospector and defender company and

so finally give the same reaction between both coinpany. The other possibilities is

the amount of research sample relatively small and it is occurs low power of the

test.
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5.2 Research limitation

The result of this research have some limitation. First, the sample in this

research only uses manufacturing company, therefore the result of the

research cannot be used as generalization basic. Second, the sample in

this research is relatively small by only five years financial report to the

four years growth, and therefore it makes small power of the test. Next, the

variables used as an indicator are only in four variables, two important

variables cannot be found as used, which consist of research cost and the

research development, and also amount ofnew product that is issued in the

last three years. This limitation makes weaknesses in identification to the

prospector and defender company. Last, the relation between accounting

effort scaling variable and cumulative abnonnal return might affect by

other factor that cannot be explained by model. It makes uncertain result

coefficient.

5.3 Research Contribution and Suggestion

The result of the research gives new prove that a choice of strategy used

by a coinpany will give different coinpany accounting effort scaling. The

company of prospector strategy use will have differentiation in the

accounting effort scaling (profit growth and sales growth) compared to the

defender company strategy. It can be used as a basic sign to the investor in

order to take investment decision. In reference to the company, this

research can be used as an input to do innovation and product

diversification so the company can stay longer in the prospector
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characteristics before it becomes defender characteristic. The other

contribution ofthis research is for the writer to do other new research that

has connection with the organizational strategy. The last but not least, this

result can be used as a support, especially for prospector company to be

more disclosure to make different the respond from the investor.

Some suggestion to the next writer is to use wider scale of research

sample and longer years limitation to make generalization and power of

the test stronger. Therefore, it is suggested to add research cost and

development, and new product information as an indicator to state

organizational strategy. And also give new possibilities of other vanables

that implies by organizational strategy into predictor vanable, such as

return of investment (ROl).
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