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Abstract: Energy plays crucial role in economic development of country to contribute in
business activities for large sectors. The availability of energy helps to fulfill the
development demands and initiatives of government’s policies. Energy is required in any
sector of country to conduct their business activities and to develop infrastructure sector in
Indonesia. Strategic management of firms enables them to develop long-term goals and to
gain competitive advantage in highly turbulent and rapidly changing environment. The
present study empirically examined the influence of strategic management practices and
strategic clarity on performance of energy sector of Indonesia. Moderating role of corporate
social responsibility is also examined between the constructs. The results show that
independent variables influence significantly performance of firms, but CSR doesn’t
moderate between the strategic clarity and firms’ performance. The data was collected from
industry related mangers and was examined by using SMART-PLS (MM and SEM
techniques).
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Introduction

Natural resources are utilized for energy and considered as major source to produce
power and energy. Natural resources including oil and gas, water, coal, biomass,
geothermal and peat utilized as energy to provide power to industry, production
sector and general household in any country. The energy is now produced by using
latest technologies available which enable to produce renewable energy and non-
renewable energy which includes hydrogen, coal bed methane, coal gasification
and nuclear method (Hosseini and Wahid, 2016). The method of generating
renewable energy doesn’t exhaust natural resources and remain sustainable by
proper management (Arafah et al., 2018). There are various sources have been used
for production of energy and diversified energy supply framework are used these
days. Conservation of energy enables to create efficiency with limited usage of
energy resources and utilization of energy where necessary (Pittman et al., 2011).
The ratio between rate of economic growth and growth rate of energy usage are
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known as energy elasticity. Various costs such as production cost, environmental
cost and managerial costs are included in determining the economic price of energy
(Nugroho et al., 2017). Renewable energy usage is encouraged by government for
meeting national energy needs in future due to high economic level. Researcher in
present study intends to examine the relationship between strategic management
practices and performance of Indonesian energy sector firms. Environmental
analysis, corporate mission setting, formulation of strategy, execution of strategy,
evaluation and control comes under the umbrella of strategic management as key
aspect of strategic management (Permana, 2017; Bazmi and Javed 2018). Strategic
clarity is associated with improvement in collaboration and implementation of
strategies at energy management of Indonesia. Researchers have depicted various
different findings in empirical examination of strategic clarity (Parand et al., 2011).
Strategic clarity and strategy implementation found to be supportive in relationship
with performance; contrary, partially supportive results have been depicted by
other researchers. Ambiguous results also found to be empirically related with
strategic clarity and it acquired attention of researchers (Yuliansyah et al., 2016;
Haseeb et al., 2019).

Therefore, according to previous studies the researchers believed and suggested
that strategy clarity must be examined and measured on the base of vision, scope,
priority and strategy to empirically examine relation with performance. Current
study intends to examine the empirical examination between strategic management
practices, strategic clarity and performance with moderating role of corporate
social responsibility. The study found to be unique in terms of its variables
relations and will be empirically examined first time as the best knowledge of
researcher.

Literature Review

Indonesia as an emerging and rapidly growing market transitioned from
dictatorship to democratic economy (Taticchi et al., 2010). Similar transition has
been faced by other economies including Asian, Eastern European, African and
South American regions. Indonesian service and production sector has experienced
growing activities such as entrepreneurial mind set and initiatives which resulted in
high competitive environment.

Firm’s performance

Performance measurement is defined in terms of its relevance of existence and
success as organizations strive to carry out their activities to meet their objectives.
Achievement of growth and objectives of organizations depicts its success and it
can be determined in all aspects of performance to gain competitive advantage and
to improve performance. Researchers have given more than one criterion to assess
the performance of industry of any sector and it has been established over number
of years. Strategic management of organizations assists them to develop well
organized system to determine performance and enhance the probability of success
and to gain competitive advantage. Strategic decisions and policy plays central role
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in development of competencies to gain better outcomes. Strategic policies help
organizations to focus on long term goals for gaining competitive advantage and to
improve performance while enhancing their market share (Otelea, 2018). The
direction helps to identify clear goals to improve performance as it must be defined
for focus and quantifiable measurement of performance (Efendioglu and Karabulut,
2010).

Strategic management and performance

Researchers have discussed relation between strategic management and
performance and criticized that the relationship is ambiguous (Saenz, 2010).
Literature has discussed the relation between these constructs and stated formalized
and non-formalized strategic planning. Researchers preferred non-formalized
planning and criticize formalized planning due to its rigid and inflexibility.
Contrary; researchers prefer formalized strategic planning due to its structure and
direction and criticize non-formalized planning as it is non-structure and non
directional (Nason and Wiklund, 2018; Bokhtiar et al., 2018). Current study
focuses to determine the performance related outcome in oil and gas industry of
Indonesia with influence of strategic management practices and strategic clarity,
further, study entails the moderating effect of corporate social responsibility.
Studies have showed that firms are now focusing more on their strategic issues,
strategic tools and processes as countries transform from different economic
settings but the issues is still unanswered (Stam et al., 2010).

The current study will investigate relationship between strategic management
practices, strategic clarity and performance with moderating effect of corporate
social responsibility and will give interesting findings and conclusion at energy and
power sector of Indonesia. After formulation of strategies the implementation
phase occurs and organizations must take effective measure for successful
implementation (Andrews et al., 2012).

Strategic clarity and performance

The impact of strategic management on increase in performance has been
examined in banking sector of Indonesia previously. Studies found that well
formulated strategy helps to achieve required performance standards but in banking
sector of Indonesia still unsatisfactory measures in achieving overall objectives of
banks. Conversely, few other challenges are found in development of Islamic bank
in Indonesia and they must be solved. Lack of clear strategic policies and
management identified that Islamic banks have failed to achieve their targets in
performance aspects (Permana, 2017; Brown and Ibekwe, 2018). The ‘Priority
strategy’ known as an element of ‘strategic clarity’; imperatives for middle
management for understanding strategies and in translation of managerial
objectives into actions (Muafi, 2016).

Corporate Social Responsibility (CSR) in Indonesian Context and its moderating
role - CSR and Performance

Corporate social responsibility (CSR) is stated as way for companies to take
responsibility for social and environmental impact due to their business activity.
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Through CSR program companies avail opportunity to demonstrate good corporate
citizenship behavior; objective is to protect environment and social surroundings.
Indonesian firms and companies use Law of Limited Corporation N.40 year since
2007 for CSR implementation. The SCR guidelines in Indonesia has objective to
create economic development while enhancing quality of companies and
stakeholders (Suprapto, 2006). Organizational performance in various studies used
as non-financial measurement approach namely work quality, satisfaction,
capability, adaptability and service quality as used in the previous studies Suprapto.
2006). Current study, investigates the relations between strategic management,
strategic clarity and performance with moderating effect of corporate social
responsibility.

Hvpothesis Development

HI: Strategic management practices influence firms’ performance at renewable
energy sector of Indonesia

H2: Strategic clarity influence firms' performance at renewable energy sector of
Indonesia

H3: CSR influence firms' performance at renewable energy sector of Indonesia
H4: CSR moderate relationship between strategic management and firms'
performance at renewable energy sector of Indonesia

H5: CSR moderate relationship between strategic clarity and firms' performance
at renewable energy sector of Indonesia

Research Framework

Strategic Management Practices
— Formalization

— Evaluation
— Implementation
— Control
Fim’s
Strategic Clarity: performance

= Align with vision
= Prionty of strategy
— Scope of strategy

Figure 1. Research Frame work of study

Research Methodology

Population and sample

Population of study refers as group of people; event or things of interest that
researchers wish to investigate a problem. Population of current study consists on
middle management namely operational managers and business level managers in
energy and power sector of Indonesian firms. There is 1088 operating and business
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level managers are located in energy and power sector. The questionnaire was sent
to all population of sector in Indonesia.

Instruments formulation

The measurement scale of Firm performance have been used previously by various
studies for example (Pittman et al., 2011). The cronbach alpha (o) for said
construct is 0.912. The scale for strategic management practices was adopted from
the study conducted by (Yuliansyah et al., 2016). Cronbach alpha («) found to be
0.823. The scale for measuring strategic clarity was adopted from the study of
(Permana, 2017). The cronbach alpha () for this construct was reported as 0.810.
The measurement scale CSR was adopted from adopted from (Muafi, 2016; Chi,
2018) and (Arafah et al., 2018) with cronbach alpha as 0.72.

Table 1. Cronbach alpha (o) for constructs

S3 Constructs Alpha o Remarks
1 Firms' Performance 0912 Good

2 SMP 0.823 Good

3 SC 0810 Good

4 CSR 0.721 Good

Composite Reliability (CR)

Table 2. CR of constructs

S3 Constructs CR Remarks
1 Firms’ Performance 0.891 Good

2 SMP 0.833 Good

3 S5C 0.763 Good

4 CSR 0.701 Good

Discriminate Validity

Table 3. Discriminate validity

S3 Constructs FP SMP SC SCR
1 Firms’ Performance 0.921
2 SMP 0.892 0.864
3 SC 0.832 0.851 0.883
4 CSR 0.796 0.745 0.712 0.782
Structural Model

The current study used PLS-SEM for hypothesis testing as hypothesis developed in
previous part of study; direct and moderating relationships are examined and shows
in table below.
Direct Effects

Table 4. Direct relationship testing

Hypothesis Relationship [ T-value Remarks

H1 SMP — FP 0.272 6.912 Significant
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H2 SC > FP 0.435 4.324 Significant

H3 CSR —» FP 0.523 5.234 Significant

H1: Direct Test

The hypothesis 1 of study found to be significant and supported by analysis of
collected data; there is positive significant relation between strategic management
practices (SMP) construct and endogenous construct Firm’s performance (FP). The
analysis has depicted the B = 0.272 and T-value as 6.498; where sig value or p-
value is less than 0.01 (p<0.01); the cutoff point for t-value is 1.96; if the t-value
appears less than 1.96; hypothesis will be rejected; higher value is appreciated and
hypothesis accepted; hence H1 of the current study found to be significant and
accepted.

H2: Direct effect

The study established the relationship between strategic clarity and firms;
performance as influential predictor. The hypothesis claims that there is positive
and significant relationship between exogenous construct strategic clarity (SC) and
firm’s performance. The data analysis depicted the B value positive 0.435; which
shows the positive direction of relationship; t-value found to be higher than the
cutoff point 1.96 and reported as 4.324; which is higher than cutoff point; p<0.01;
hence on the basis of beta value; hypothesis is positively related and accepted; on
the basis of t-value and sig value (p-value) hypothesis H2 is accepted.

H3: Direct effect

The study established the relationship between corporate social responsibility and
firm’s performance as influential predictor. The hypothesis claims that there is
positive and significant relationship between exogenous construct corporate social
responsibility (SCR) and firm’s performance. The data analysis depicted the B
value positive 0.523; which shows the positive direction of relationship; t-value
found to be higher than the cutoff point 1.96 and reported as 5.234; which is higher
than cutoff point; p<0.01; hence on the basis of beta value; hypothesis is positively
related and accepted; on the basis of t-value and sig value (p-value) hypothesis H2
is accepted.

H4: Moderating Effect

Table 5. Moderating results

Hypothesis Relationship 1] T-value Remarks
H4 SMP*CSR — FP 0401 4.121 Significant
H5 SC*CSR — FP 0521 0.324 In-Significant

In table 5; moderation effect of SCR is shown; hypothesis 4; results shows t-value
4.121 found to be higher than cutoff point 1.96; which indicate that SCR moderate
statistically significant between strategic management practices and firm’s
performance. Therefore, H4 is accepted. The moderating effect of SCR on the
relationship between SMP and FP found B value as (f = 0401, t = 4.121, p<0.05),
hence H4 accepted on statistical grounds.
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H5: Moderating Effect

In table 5; moderation effect of SCR is shown; hypothesis 5; results shows t-value
0.324 found to be lower than cutoff point 1.96; which indicate that SCR doesn’t
moderate statistically between strategic clarity and firm’s performance. Therefore,
HS5 is rejected. The moderating effect of SCR on the relationship between SC and
FP found ( value as (p = 0.521, t = 0.324, p<0.05), hence HS5 is rejected on
statistical grounds.

Discussion

The results depicted that strategic management practices influence the performance
of firms where statistical figures shows that [} value is positive and 0.272 and t-
value 6.498 which is higher than cutoff point, therefore it is accepted on statistical
grounds. The results of the study in line with previous studies conducted to
determine the performance of firm (Otelea, 2018). The second hypothesis
determines the relationship between strategic clarity and firm’s performance, the
results of the hypothesis testing show that strategic clarity influence the
performance of firm., where p value found to be positive and 0.435 and t-value
found to be higher than 1.96 cutoff point and reported as 4.324, therefore
hypothesis two accepted on statistical grounds the results are in line with previous
studies to determine the strategic clarity and performance of firms (Kohles et al.,
2012), on the other hand, the results of the relationship was contradictory with the
studies of (Permana, 2017; Chima and Kasim 2018). The third hypothesis
examines the relationship between corporate social responsibility and firms’
performance. Corporate social responsibility plays moderating role between
independent variables and dependent variable; the study also examined the direct
relationship between CSR and firms’ performance, the results of hypothesis show
that CSR positively and significantly influence the firm performance where j value
found to be 0.523 and t-value found to be 5234, therefore direct relationship
between CSR and firm” performance accepted statistically. The results are in line
with previous studies conducted to determine the influence on firm’s performance
(Fang et al., 2010; Muafi, 2016). The study examined the moderating role of CSR
between strategic management practices, strategic clarity and dependent variable
firms’ performance. The results show that CSR moderate relationship between
strategic management practices and firm’s performance, on the other hand
moderating effect was not observed between strategic clarity and firm's
performance. Therefore, hypothesis H4 was accepted and hypothesis H5 was
rejected on statistical grounds.

Conclusion

The study determines the performance of firms related to energy and renewable
energy sources to fulfill demand of Indonesian community. The study entails two
factors including strategic management practices and strategic clarity. Strategic
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management practices include formalization, implementation and control aspect of
strategy development of firms to fulfill their requirements and achievement of
objectives in energy and power sector of Indonesia. Strategic clarity has three
dimensions as scope of strategy, alignment of strategy and priority of strategy. The
study examined the relationship between strategic management practices and
strategic clarity towards performance of firms in energy sector of Indonesia. The
study entails moderating effect of corporate social responsibility between SMP,SC
and performance of firms. The data was collected from the energy and renewable
energy employees of Indonesian firms; it was statistically examined by using
SMART-PLS while using MM and SEM techniques. Surprisingly, moderation
effect of CSR was not found between SC and FP; but CSR moderated the
relationship between SMP and firms performance at energy sector of Indonesia.
The study recommends to renewable energy firms to adopt strategic management
practices and effectively utilize skills, knowledge and abilities of their employees
to influence and improve firm’s performance. On the basis of results of study it is
recommended for firms to ensure strategic clarity in terms of their objectives and
preferences for influencing the performance of firms. Corporate social
responsibility also significantly influence the performance of firms so the industry
is recommended to adopt CSR policies and fulfill required and demanded
environmental factors in order to gain success and enhance performance. The study
has limitations in determining the relationships of proposed framework; the future
studies may consider financial and non-financial indicators to determine the firms’
performance.
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OKRESLENIE WYDAJNOSCI FIRMY: MODEROWANIE ROLI CSR
W SEKTORZE ENERGII ODNAWIALNE] INDONEZJ1

Streszczenie: Encrgia odgrywa kluczowa rolg w rozwoju gospodarczym kraju,
przyczyniajac si¢ do rozwoju dziafalnosci gospodarcze] w waznych sektorach. Dostepnosc
energii pomaga speli¢ wymagania rozwojowe i inicjatywy polityki rzadu. Energia jest
wymagana w kazdym sektorze kraju do prowadzenia dzialalnosci gospodarczej i rozwoju
infrastruktury w Indonezji. Strategiczne zarzgdzanie firmami umozliwia im opracowanie
diugoterminowych celow 1 uzyskanie przewagi konkurencyjnej w wysoce burzliwym
i szybko zmieniajacym sig¢ $rodowisku. Niniejsze badanie empirycznie okreslito wplyw
praktyk zarzadzania strategicznego 1 przejrzystosci strategiczne) na wydajnos¢ sektora
energetycznego Indonezji. Wykazano rowniez umiarkowana rolg  spolecznej
odpowiedzialnodei biznesu. Wyniki pokazuja, ze zmienne niezalezne wplywaja znaczaco
na wydajnos¢ firm, ale CSR nie tagodzi dysonansu migdzy przejrzystoscia strategiczng
a wynikami firm. Dane zebrano od menedzeréw zwigzanych z przemystem i zbadano za
pomoca SMART-PLS (techniki MM i SEM).

Stowa kluczowe: praktyki zarzadzania strategicznego (SMP), spoleczna odpowiedzialno$é
biznesu (SCR), przejrzystosc strategiczna (SC), wydajnos¢ firmy (FP), energia odnawialna.
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