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Assessing the Relationship Between Inventory Accounting Information Systems and

Operational Efficiency in Bandung's Manufacturing Firms

Abstract

This research addresses the main issue of how the Inventory Accounting Information System
impacts the Internal Control of inventory in manufacturing companies in Bandung. The primary
objective is to determine the influence of this accounting system on inventory control. The
study employs a comprehensive descriptive and verificative method, focusing on manufacturing
companies in Bandung. Datg,collection involves secondary data and hypothesis testing using
linear regression analysis to provide a comprehensive understanding of the relationship
between the Inventory Accounting Information System and Internal Control of inventory.

The findings reveal a linear regression equation indicating a strong positive influence of the
accounting system on internal control. Specifically, the Inventory Accounting Information System
contributes significantly to the Internal Control of inventory in manufacturing companies, while
the remaining influence is attributed to other unexamined variables. This research offers a novel
insight into the critical role of effective inventory accounting systems in enhancing internal
controls. The implications of these results highlight the necessity for manufacturing firms to

optimize their inventory accounting practices to improve overall internal control.
Keywords: Inventory Accounting Information System, Internal Control of Inventory.

Introduction

Inventory acts as a critical asset that is highly susceptible to damage, theft, and depreciation
in market value, making diligent oversight essential. Poor management of inventory can result in
substantial financial losses for a company. As a vital component influencing production quality,
inventory management requires significant attention from organizations. This asset is particularly
vulnerable to factors such as time decay, market price fluctuations, damage, and unnecessary costs
stemming from improper handling. Ensuring effective inventory management is crucial for

maintaining smooth operational processes.

Polenghi et al. (2022) emphasize that information plays a pivotal role in enhancing

industrial asset management, which is vital for optimizing inventory practices. Additionally,




Panigrahi et al. (2024) demonstrate that effective inventory management positively impacts the
performance of small and medium enterprises. These findings highlight the necessity for
companies to implement robust inventory management strategies to mitigate risks and improve
overall operational efficiency. By prioritizing inventory oversight, organizations can safeguard

their assets and enhance production quality, ultimately contributing to their long-term success.

The inventory accounting information system at a manufacture company in Bandung is
currently suboptimal, likely due to occasional system errors that cause delays in work.
Additionally, many inventory items are lost because of insufficient employee monitoring and
inadequate maintenance and oversight of the inventory. The recording system in the warehouse is
also ineffective due to poor communication, which leads to [specific impacts of poor
communication]. Inventory is a crucial asset for the company, as a significant portion of its wealth
is tied up in inventory. If efficiency and effectiveness are not improved, this will negatively impact

pricing and quality, ultimately affecting the company's financial reports.

Various risks arise from inventory management, including issues related to company
policies for asset management nd procedures for both incoming and outgoing goods. Delays in
reporting, inaccuracies in inventory counts, incomplete supporting reports, and unavailability of
information when needed contribute to poor-quality inventory information. To mitigate these risks
and improve the quality of inventory data, it is crucial to address the factors that contribute to these
issues. Rabinovich et al. (2003) highlight the importance of operational processes and information
systems on inventory performance, while Chan and Prakash (2012) emphasize the significance of
effective inventory management in collaborative manufacturing environments. These insights

underscore the need for improved systems and practices to enhance inventory management.

The primary objective of internal control is to safeguard assets and ensure accurate
inventory recording in financial reports, highlighting the necessity for effective internal control
over inventory. An internal control system for inventory can be deemed effective if it meets the
essential elements of internal control and achieves its own objectives, which include the reliability
of inventory reports, compliance with relevant policies and procedures, and the effectiveness and
efficiency of inventory operations (COSO as cited in Fauzan, 2003). Given the issues outlined,

this research aims to examine the Inventory Accounting System and enhance Internal Control over




Inventory at a manufacturing company in Bandung, providing valuable insights for professionals

in accounting, finance, and internal control.

Houcine et al. (2022) discuss the impact of corporate governance on financial reporting
quality, which is relevant to understanding how internal controls can influence asset management.
Additionally, Abdo et al. (2022) explore the role of emotional intelligence in internal control
effectiveness, emphasizing the human factors that contribute to successful inventory management.
These studies underscore the importance of robust internal control systems in ensuring accurate

inventory management and financial reporting.
Method

This study adopts a quantitative research method with an associative analysis framework.
Quantitative research is grounded in ositivist philosophy, focusing on specific populations or
samples. Data collection is conducted using research instruments, and the analysis is statistical,
aimed at testing predefined hypotheses (Sugiono, 2019). Research Objects: The primary focus of
this research is the Inventory Accounting Information System and its relationship with Internal
Control in manufacturing companies situated in Bandung. Data Collection: Data will be collected
through structured questionnaires distributed to key personnel within the selected manufacturing
firms. This approach ensures that the gathered data is relevant to the operational dynamics of
inventory accounting systems and the effectiveness of internal controls. Data Quality Testing:
Validity Test: This test assesses whether the data collected is valid. The validity will be determined
using the questionnaire as the measurement instrument, ensuring that it accurately reflects the
constructs being studied. Reliability Test: The reliability of the research instruments will be
evaluated using Cronbach’s Alpha coefficient. This will help confirm the consistency and stability
of the responses obtained from the questionnaires. Data Analysis Techniques: The analysis will
employ path analysis to explore the relationships between the Inventory Accounting Information
System and Internal Control. Path analysis will facilitate the understanding of both direct and
indirect effects among the variables, offering insights into how the accounting system impacts the
effectiveness of internal controls in the manufacturing sector. Additionally, this method will allow
for a comprehensive examination of how various factors interact and contribute to overall

operational efficiency. Furthermore, the findings from this analysis will provide valuable




recommendations for enhancing inventory management practices and internal control systems

within the manufacturing companies studied.

Result and Discussion

The findings from the data quality tests provide significant insights into the validity and
reliability of the research instruments used. For the validity assessment, the scores for variable X,
which range from 0.584 to 0.808, and for variable Y, which range from 0.506 to 0.878, indicate
that all measurement items surpass the minimum validity threshold of 0.300. This confirms that
each item effectively measures the intended constructs, ensuring that the data collected is
meaningful and relevant to the research objectives. In terms of reliability, the results show that
both variables X and Y have scores of 0.953 and 0.955. respectively. These high values indicate
that all variables are classified as reliable, as they exceed the acceptable reliability benchmark of
0.700. This suggests that the instruments used in the study produce consistent results across
different instances of measurement. Overall, the instruments employed in this research are
deemed reliable and robust. They exhibit a strong level of stability, meaning that if the
measurements were to be repeated, the outcomes would remain consistent. This reliability
enhances the credibility of the research findings and supports the assertion that the instruments
are effective tools for accurately measuring the constructs of interest. Thus, the study can
confidently draw conclusions based on the data collected. Sugiono, M. (2019). Quantitative

Research Methods. Alfabeta.

Conclusion

In conclusion, the research findings indicate that the procedures for using the inventory accounting
information system facilitate employees, achieving an average score of 3.14, categorized as 'Fairly
Good.' Additionally, the presentation of information related to inventory is structured, resulting in
an average score of 3.20, also categorized as 'Fairly Good.' The data analysis reveals a coefficient
of determination (R Square) of 0.757, suggesting that the inventory accounting information system

influences internal control over inventory by 75.7%. This significant influence underscores the




importance of the inventory accounting information system in maintaining efficient inventory

control. This leaves 24.3% of the influence attributed to other factors not examined in this study.

However, the research has limitations. It did not explore the additional factors that may affect
internal control over inventory beyond the accounting information system.guture research should
investigate these unexplored variables to provide a more comprehensive understanding of the

factors influencing internal control.

To enhance the effectiveness of the inventory accounting information system, it is essential to
improve the planning procedures for inventory checks and production processes. This will
streamline warchouse operations. Companies should ensure that information presentation and
communication are accessible, timely, and accurate by conducting regular stock checks and

maintaining accurate and up-to-date records of inventory.

Furthermore, to strengthen the role of the inventory accounting information system in internal
control, companies should implement routine supervision. This not only fosters a healthy work
environment but also minimizes the risk of undesirable incidents, glch as fraud and misconduct,

which can harm the organization's reputation and financial stability.
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