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ABSTRACT

The firm performance is one of how the management of the company may fulfil the
responsibilities of the parties to achieve the vision and mission of the firm. Thus, the
objective of the study is to analyse the integration of accounting and finance, marketing,
logistic, and supply chain performance in the organization. The data obtained from the
annual reports of 132 companies listed on the Colombo Stock Exchange (CSE) include
companies with data for AFP, MP, and LSCP based on a cluster sampling approach. As per
the longitudinal study, data were gathered from the financial years 2015-2019 were used
in this research. The study offers the results of an initial quantitative investigation on the
scope of integration. The integration performance was evaluated using an ROE-based
analysis in this study. The results of the study indicate that accounting and finance,
marketing, logistic, and supply chain management are positively correlated with each
other using the Pearson correlation and regression analysis showed that the independent
variables, in reality, have a significant effect on the dependent variable. Other relevant
aspects should be investigated in future research, as well as the interaction between
internal and external integration. Furthermore, investigations should look into the best
order for integrating business procedures.

Keywords: Firm integration performance, Accounting, and Finance performance,
Marketing performance, Logistics, and Supply chain performance
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1. Introduction

Firm performance is one of the significant factors the researchers are concerned about
in the area of management (Richard et al., 2009). Studies have shown the concept of
performance has been defined as the ability to assess the level of corporate success.
Consequently, the key functions; Accounting and Finance (AFP), Marketing (MP),
Logistics and Supply chain (LSCP) functions contribute to increasing firm performance.
Many kinds of literature have justified the performance of the AFP (Buallay et al., 2017),
MP (Sullivan et al., 2009), LSCP (Aziz et al., 2020) functions are separate. But to be well-
managed, all value-creating processes should work together to provide the highest level
of performance. Therefore, firms need to know about the importance of integration of
overall firm functions or at least the main key functions. As a definition, integration is
the process of bringing departments together to form a cohesive organization through
interdepartmental interaction and collaboration (Chen et al, 2007). This helps to
increase overall cost efficiency by assisting in cooperative planning to foresee and
manage operational difficulties, work together to achieve goals, build a mutual
knowledge of responsibilities. Based on the above evidence, there is lack of highly
inconclusive empirical evidence of analysing the integration of AFP, MP, LSCP in the
organization. Empirically, the study used a quantitative approach based on annual
reports of the Colombo Stock Exchange for the period from 2015 to 2019. This research
makes a significant contribution by considering the analysis of the integration of firm
performance.

2. Literature review

A company's success is determined by its performance. Therefore, evaluating the
performance of every business is a drive for the success of an organization. As a result,
the business's performance competence is essential as it's one of the key ways whereby
the company's management can meet the duties of the parties involved in achieving the
firm's vision and goal (Budiyanto & Hudiwinarsih, 2015). Accordingly, AF performance
takes the first step in determining the success of a company. This phenomenon has been
examined by past authors in a variety of ways and approaches. Financial performance
has been used to assess a company's performance and financial overall health, as well as
to evaluate specific firms in the same industry or to firms across the same industry
broadly. Moreover, the performance of a company's internal and external actions or
operations is evaluated by its financial performance (Mandal & Waleed, 2018). Similarly,
marketing and supply chain performances areas are becoming key areas for
organizational success. Homburg et al. (2007), has defined, marketing performance as
the success of a company's marketing activities in terms of market-related goals such as
revenue, growth, and market share. Concerned about an organization's marketing
performance, the company should pay attention to supply chain performance to
enhance the organization's overall performance. Furthermore, Supply chain
performance is described as the result of systematic, strategic, and efficient coordination
of typical business functions within and across the business, including actions and
procedures related to processing raw materials into finished products (Hernawati &
Surya, 2019). Correspondingly, the supply chain mainly contributes to the success of the
organization through the coordination of processes-related activities. Consequently, it
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emphasizes a new business model and a way to create a competitive advantage for the
business (Lambert & Enz, 2016). The logistic function is part of the supply chain
function and these two are interrelated. According to Kain & Verma (2018), logistic
performance is the planning, implementation, and control of the efficient, effective,
forward, and reverse flow and storage of goods, services, and related information.

As mentioned above, these three key functions have been considered in this research as
the important functions for organizational success. In addition to the separate studies
done by past researchers, some studies depict the firm integration performance. In
many studies, ROA and ROE have been used to measure the overall performance of an
organization (Azeez, 2015). ROE is a parameter to measure accounting earnings for a
period of shareholders' equity invested (Rossi et al, 2015). According to this study,
Return on Equity (ROE) is used to evaluate the overall integration performance of AFP,
MP, LSCP.

An organization can be more successful than ever if there functions as an integration
rather than operating individually. Therefore, integration mainly applies to the
"strategic linking" of functionally specialized groups for the success of the organization
(Opute & Madichie, 2016). Accordingly, past authors have investigated its integration
separately between variables of AFP, MP, LSCP. Thus, (Dyhdalewicz & Widelska, 2017),
have made an integration of AF and marketing functions into the innovation of an
enterprise. Furthermore, evidence of Doktoralina & Apollo (2019) study indicated that
the integration of AF with LSCP has been conducted to increase the profitability of
Malaysian logistics companies. As above, the authors point out the AF and the LSCP had
a significant positive relationship for the profitability of the supply companies. Alvarado
& Kotzab (2001), provides evidence for the integration of logistics and marketing. These
authors discuss the importance of integrating logistics into the marketing field of
channel management. Conclusively, very limited studies have been done on the
integration of accounting and finance performance with marketing, logistics, and supply
chain performance. Therefore, this research seeks to show how the integration of these
three key functions affects the success of firm performance.

3. Methodology

This section provides an overview of the research design, sampling design, data
collection methods utilized, and methods used to analyse the data of the study. In this
study, the research design formulates by three independent variables which are AFP,
MP, LSCP, and firm integration performance as the dependent variable. Further, there
are distinct dimensions, indicators, and measures for each of the aforementioned
factors. Net profit ratio, operating assets turnover ratio, Gross margin return on
inventory (GMROI) are the indicators for AFP, MP, and LSCP accordingly. This study
used ROE-based analysis for the integration performance. ROE is the most extensively
used metric for monitoring and evaluating firm performance. Many analysts use
different ways to evaluate corporate performance, but most investors focus on ROE to
evaluate a business's performance success. Essentially, this is a quantitative study that
relied on secondary data. In the sample design, this study employed a total population
from the Colombo stock exchange (CSE). To carry out the focus of this research, first, it
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identified firms that operate in the areas of accounting and finance, marketing, logistics,
and supply chain management. Based on the cluster sampling approach, the population
of 303 firms was reduced to 132 companies of the sample, which gathered data on all
three variable measures for companies listed on CSE. This research gathered data from
the 2015 - 2019 financial year annual reports as per the longitudinal study.
Furthermore, Pearson correlation and regression analysis are the techniques that are
utilized to examine the data that has been obtained. Moreover, SPSS version 26 software
was utilized to perform Pearson correlation and regression in this study.

4. Results and Discussion
4.1 Pearson Correlation

When reviewing the results, keep the following coefficients in view. This coefficient,
which runs from -1 to +1, is a non-dimensional measure of the partner. R = 0 shows that
the variables do not have a linear relationship, and as the strength of the connection
increases, the absolute value of r rises, finally reaching a straight line when the
coefficient reaches -1 or +1. If the result is a perfect correlation of -1 or +1, it is
concluded that all data points are on a straight line (Schober & Schwarte, 2018).

Table 1: Pearson correlation of integrated performance

Net profit | Operating_ GMROI
ratio Assets
Turnover Ratio
Net profit ratio 1 928" 0.865
Operating Assets | .928" 1 0.778
Turnover Ratio
GMROI 0.865 0.778 1

Source: The author developed

The correlation between net profit ratio and operating assets turnover ratio is
statistically significant at the 0.05 level with a Pearson correlation of +0.928. It
demonstrates that the two ratios are in a positive relationship, which leads to the notion
that AFP is integrated with MP. Furthermore, the positive correlation between the net
profit margin and GMROI is represented by a Pearson correlation of +0.865. It testifies
to the integration between AFP and LSCP. Finally, the correlation between the operating
asset turnover ratio and the GMROI stands at +0.778, indicating the positive correlation
between those ratios and the integration between the MP and the LSP. Based on the
results of the present study, the net profit ratio used to measure AFP, the Operating
Assets Turnover Ratio used to measure MP, and the GMROI used to measure LSCP is
positively correlated to and showed that the above functions are integrated.
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4.2 Regression analysis

Regression analysis is a set of statistical methods for predicting relationships between
a dependent variable and one or more independent variables (Wagschal, 2016)

Table 2: Model summary

Model Summary

Model R R Adjusted R | Std. Error of
Square Square the Estimate

1 .998a 996 .985 .0043150

Source: The author developed

The greater R - Square rate reflects the model fitting (R2 > 50 percent) and can be
between 0 and 1. According to the regression analysis of our study R Squared = 0.996,
which can predict 99.6% variation in ROE from the variables AFP, MP, and LSP as shown
in the model. Therefore, the value of R Square can be interpreted as a significant
correlation between the company's performance and the integration of AFP, MP, and
LSCP. Also, the adjusted R-square value of 0.985 - 98.5% explains that the independent
variables have a significant effect on the dependent variable (ROE).

5. Conclusion

This study has examined the relationship between the firm integrated performance of
AF, MP, LSCP, and firm performance. It has produced noteworthy discoveries based on
the outcomes during the research. AFP, MP, and LSCP are integrated into each function
and have direct consequences on the overall performance of the company. Many
organizations have examined the company's overall performance, but they do not assess
firm integration performance as a collective approach, which implies how separate
departments bring value to firm success. Measuring performance collectively
encourages more collaboration between departments andleads to increased
organizational efficiency and effectiveness. Managers will be able to recognize the value
of FP integration based on ROE, and it will be utilized by management to plan financial
operations where integration is more essential than separate management. In terms of
empirical research like the present study, there is no single theory for identifying the
integration of AFP, MP, and LSCP. Therefore, if any researchers are keen to refer to this
integration, they can use this research as their reference. There are various limitations
in our research that may be open to future researchers. Foremost among the various
limitations we face is that we only choose to integrate into the corporate key areas of
AFP, MP, and LSCP. Therefore, future researchers can use this as a gap and do exploring
research on its integration using other functions such as IT, HRM. Furthermore, since
this study used secondary data, this opens a gap for future authors to take this study in a
new direction with primary data collection. Conclusively, no matter how well the
organizations achieve their objectives, an organization will admire the result by
evaluating the impact on the overall firm performance through the integrated
performance rather than demonstrating the performance of the various functions of the
organization separately.

56



ICBR 2021

Acknowledgment

We would like to convey our deepest gratitude and appreciation to our research
supervisor Prof. Dr. Nagalingam Nagendrakumar (Associate Professor / Associate Dean)
for guiding us through the research process and giving valuable feedback,
encouragement, and support throughout the process of producing high-quality output.
In addition to that, we would also want to express our sincere admiration for the
support provided by our research co-supervisor Ms. Chathurini Kumarapperuma
(Senior Lecturer) which is a pleasure working under her guidance was a wonderful
honour. We would also want to express our appreciation to Prof. Wasantha Rajapakshe
(Associate Professor) for her assistance as the Module Leader of the Comprehensive
Research Project module in SLIIT Business School. We are grateful to everyone at the
SLIIT Business School at the Sri Lanka Institute of Information Technology for their
expertise and experience. We owe a heartfelt thanks to the Business School's lecturer
panel. Last but not least, we would like to extend our appreciation to the University of
Moratuwa's Business Faculty for organizing the International Conference on Business
Research 2021. Finally, we would like to acknowledge our admiration for the authors’,
friends', and colleagues' invaluable contributions to the successful completion of this
study.

57



ICBR 2021

References

Alvarado, U. Y., & Kotzab, H. (2001). The Integration of Logistics in Marketing. Industrial
Marketing Management, 30, 183-198.

Azeez, D. A. A. (2015). Corporate Governance and Firm Performance: Evidence from Sri
Lanka. journal of Finance and Bank Management, 3(1). https://doi.org/10-
15640/jfbm.v3nlal6

Aziz, A, Memon, J. A, & Alj, S. (2020). Logistics Capability , Logistics Outsourcing and Firm
Performance in Manufacturing Companies in Pakistan. 7(8), 435-444.
https://doi.org/10.13106/jafeb.2020.vol7.n08.435

Buallay, A, Hamdan, A, & Zureigat, Q. (2017). Corporate governance and firm
performance: evidence from Saudi Arabia. Australasian Accounting, Business and
Finance Journal, 11(1), 78-98. https://doi.org/10.14453/aabfj.v11i1.6

Budiyanto, S. R. A., & Hudiwinarsih, G. (2015). The effect of corporate governance and
firm size on company ’ s financial performance. 5(1), 63-76. https://doi.org/10-
14414 /tiar.15.050107

Chen, H., Mattioda, D. D., & Daugherty, P. ]J. (2007). Firm-wide integration and firm
performance. The International Journal of Logistics Management, 18(1), 5-21.
https://doi.org/10.1108/09574090710748144

Doktoralina, C. M., & Apollo. (2019). The contribution of strategic management
accounting in supply chain outcomes and logistic firm profitability. Uncertain
Supply Chain Management, 7(2), 145-156. https://doi.org/10.5267/j.uscm-
2018.10.010

Dyhdalewicz, A., & Widelska, U. (2017). Accounting and marketing dimensions of
innovations. Financial Internet Quarterly, 13. https://doi.org/10.1515/fi

Hernawati, E., & Surya, R. L. (2019). The corporate governance, supplier network and
firm supply performance. Uncertain Supply Chain Management, 7(3), 529-540.
https://doi.org/10.5267 /j.uscm.2018.11.003

Homburg, C., Grozdanovic, M., & Klarmann, M. (2007). Responsiveness to customers and
competitors: The role of affective and cognitive organizational systems. Journal of
Marketing, 71(3), 18-38. https://doi.org/10.1509/jmkg.71.3.18

Kain, R.,, & Verma, A. (2018). Logistics Management in Supply Chain - An Overview.
Materials Today: Proceedings, 5(2), 3811-3816.
https://doi.org/10.1016/j.matpr.2017.11.634

Lambert, D. M., & Enz, M. G. (2016). Issues in Supply Chain Management: Progress and
potential. Industrial Marketing Management, 62, 1-16.
https://doi.org/10.1016/j.indmarman.2016.12.002

Mandal, P, & Waleed, M. (2018). Impact of Corporate Governance on Financial
Performance of Indian Electronic Consumer Goods Firms. International Journal of
Research, 05(09).

58



ICBR 2021

Opute, A. P, & Madichie, N. O. (2016). An interrogation of accounting-marketing
interface in UK financial services organisations: Mixing cats with dogs?
Australasian Marketing Journal, 24(3), 214-225. https://doi.org/10.1016/j.ausm;j.-
2016.06.001

Richard, P. ], Devinney, T. M,, Yip, G. S., & Johnson, G. (2009). Measuring organizational
performance: Towards methodological best practice. Journal of Management, 35(3),
718-804. https://doi.org/10.1177/0149206308330560

Rossi, M., Marco, N, & Capasso, A. (2015). Corporate Governance and Financial
Performance of Italian Listed Firms. Contemporary Issue and Challenges in Indian
Economic Environment, 12(2), 1-8.

Schober, P, & Schwarte, L. A. (2018). Correlation coefficients: Appropriate use and
interpretation. Anesthesia and Analgesia, 126(5), 1763-1768.
https://doi.org/10.1213/ANE.0000000000002864

Sullivan, O. D. Abela, A. V., & Hutchinson, M. (2009). Marketing performance
measurement and firm performance: Evidence from the European high-technology
sector. European Journal of Marketing, 43(5-6), 843-862. https://doi.org/10.11-
08/03090560910947070

Wagschal, U. (2016). Regression analysis. In Handbook of Research Methods and
Applications in Political Science (Issue July). https://doi.org/10.7748/nr-
1996.10.4.1.318.c6066

59



