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ABSTRACT KEYWORDS

This study investigates the intricate relationship between man- Cost accounting;
agement accounting (MA) practices and financial performance management accounting;
(FP) in small and medium-sized enterprises (SMEs) in Italy and financial performance; SME;
Germany, offering practical insights for practitioners and policy ~ duantitative survey
makers. Despite the theoretical benefits of MA practices like cost

accounting, budgeting, and key performance indicators, their

implementation in SMEs remains limited. Prior research sug-

gests that SMEs often rely on informal control systems due to

resource constraints and a lack of familiarity with MA tools. The

COVID-19 pandemic and recent European conflicts have

stressed the need for robust MA practices to navigate economic

volatility and enhance resilience. Using a quantitative approach,

data were collected via questionnaires from 238 SMEs in lItaly

and Germany, targeting chief financial officers, board members,

and majority shareholders. The analysis, employing partial least

squares structural equation modeling, reveals a significant posi-

tive impact of MA practices on FP. Factors such as resource

availability, training, and the culture of control play crucial

roles in this relationship. These findings underscore the strategic

importance of MA in driving organizational performance and

highlight the need for SMEs to adopt these practices more

comprehensively. This study offers valuable guidance for SME

managers in enhancing operational efficiency and strategic

decision making. Moreover, it provides policy makers with evi-

dence-based recommendations to support SME growth and

resilience through targeted training programs and resource

allocation, ensuring a robust framework for economic stability

and development.

The current landscape of management accounting implementation in small
and medium-sized enterprises (SMEs) is marked by a notable shortage of
research (Lopez & Hiebl, 2015). Despite the critical role that management
accounting can play in enhancing the efficiency and strategic decision-making
processes within these firms, there is a significant gap in understanding how
these practices are adopted and utilized in real-world settings. This lack of
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empirical investigation leaves a void in the academic literature, making it
difficult to ascertain the specific challenges and opportunities SMEs encounter
when integrating management accounting into their operational practices
(Palazzi et al., 2023). Consequently, developing comprehensive and practical
frameworks to evaluate the effectiveness and impact of management account-
ing efforts in SMEs remains an underexplored area, further complicating
efforts to improve and optimize these processes (Roffia et al., 2024).

The intricate interplay between management accounting (MA) practices
and financial performance (FP) remains a central concern for scholars and
practitioners. Although academics and practitioners recommend the use of the
MA in SMEs, its concrete use has always been difficult, constituting what
Lucas and Rafferty (2008, p. 148) called “the reality gap.” Despite the chal-
lenges associated with the implementation of MA in SMEs, many scholars and
professionals agree that its potential benefits outweigh the difficulties and can
lead to improved organizational performance (Lopez & Hiebl, 2015). Indeed,
the use of cost accounting, budgeting, variance analysis, break-even analysis,
or key performance indicators, despite their undisputed theoretical usefulness,
in these dimensional contexts remains a fairly limited practice, an unknown or
“one of the next things” to do or improve on (Marius et al., 2012). Some
research suggests that very small firms lack what is conventionally referred to
as formal systems and that small businesses acquire effective information and
control through informal means (Dyt & Halabi, 2007). The underlying cause
of this situation may be entrenched in the positive trends observed by firms
over many decades, where competition was not overly aggressive, the eco-
nomic environment was stable, and the resources needed for MA implemen-
tation were relatively high (Lohr, 2012). However, many SMEs express
concerns regarding limited budgets, insufficient familiarity with the tool,
inadequate knowledge and skills, and a lack of a culture of control (Umeji &
Obi, 2014). SMEs often face resource constraints, as they are fundamentally
different from large enterprises, as noted by Welsh et al. (1982).

Nonetheless, the recent onset of the COVID-19 pandemic and European
conflict have profoundly impacted both the economic and social landscapes
for individuals (Meyer et al.,, 2022) and have significantly influenced the
operations of companies (Kraus et al.,, 2020; Linnenluecke, 2017; Sharma
et al., 2022), thereby testing their resilience (Leonelli et al., 2024; Roffia &
Dabi¢, 2023). Challenges in predicting market trends and understanding
customer behaviors have compounded, with a shift away from in-person
activities, business interruptions (Breier et al., 2020), and disruptions in the
supply chain, leading to price hikes and logistical difficulties in product
delivery, resulting in a highly volatile situation.

Indeed, in these contexts, having tools able to analyze the recovery of fixed
costs according to the evolution of the level of activity, accurately determine
production costs, analyze resource needs to market trends, and prepare the
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related hedges can make the difference for sound and proper value-based
business management (Ittner & Larcker, 2001). From adequate managerial
control of processes and risks (Otley, 1999), beyond that from an opportune
strategic thought (Langfield-Smith, 2008), favorable capabilities can be born to
adapt to the environmental and competitive context, and, in the last instance,
adequate financial performance (Amoa-Gyarteng & Dhliwayo, 2024; Battisti &
Deakins, 2017; Dejardin et al., 2022; Teece, 2007).

Moreover, there is an evident absence of studies directly examining the
relationship between management accounting practices and performance out-
comes in SMEs, particularly within German and Italian contexts. In Germany,
SME:s (including micro-companies) constitute approximately 99.6 percent of
all businesses, employing approximately 57 percent of the workforce and
generating over 47 percent of the total value added in the country (Eurostat,
2022). Similarly, in Italy, SMEs account for 99.8 percent of all enterprises,
employing approximately 76 percent of the workforce and contributing to
over 63 percent of the value added. Despite their significant economic impact,
the distinct economic environments and business cultures of these countries,
which may influence how management accounting practices are implemented
and their subsequent impact on organizational performance, remain under-
researched. Understanding this relationship is essential for providing targeted
recommendations and developing tailored strategies to support SMEs in
leveraging management accounting to drive growth and competitiveness.
Addressing these research gaps will not only enrich the academic discourse,
but also provide valuable insights for practitioners seeking to enhance the
management and performance of SMEs in these regions.

This study delves into this dynamic relationship between MA and FP,
focusing on SMEs in the distinct business landscapes of Italy and Germany
and is well-positioned for discussion at the 2024 International Council for
Small Business World Congress under the theme of “empowering entrepre-
neurship and SMEs for a better future.” We build a theoretical framework,
describing our method and empirical results, before discussing our findings.
Drawing on a quantitative approach, the research aims to empirically inves-
tigate if and how the utilization of MA practices influences financial perfor-
mance. Furthermore, this study seeks to understand the underlying factors
that shape the adoption and effectiveness of these practices. To answer this
research question, a questionnaire was sent to a set of SMEs in Italy and
Germany in the late summer of 2022 and spring of 2023 to capture insights
into the adoption and perceived effectiveness of MA practices and to inquire
about the key dimensions of FP. We based our study on these countries
because they are the two top manufacturing countries in Europe. For relevance
and homogeneity, only manufacturing, construction, and distribution com-
panies were selected, excluding micro-companies (0-9 employees). The ques-
tionnaires were addressed to the chief financial officers, members of boards of
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directors, business controllers, and majority shareholders, enquiring about
MA implementation in their company, reasons for absent or limited imple-
mentation, financial performance, and some demographic variables such as
company size and involvement of the founder in the company’s activities. We
collected 120 valid questionnaires for Italy and 118 for Germany. We
employed partial least squares structural equation modeling (PLS-SEM) for
data analysis, which is suitable for small sample sizes (Hair et al., 2016).

The theoretical foundation of this research rests on the contingency theory
perspective, which posits that management accounting practices are contin-
gent on various internal and external factors. In this context, this study
hypothesizes that management accounting practices positively impact finan-
cial performance, supported by the availability of resources for MA, such as
the presence of a company controller and the broader culture of control within
SMEs (Chenbhall, 2003).

The results reveal a significant positive relationship between MA use and FP
in SMEs. Moreover, the findings underscore the influence of resource avail-
ability and control culture in shaping this relationship. Specifically, SMEs that
effectively utilize management accounting practices tend to exhibit better
financial performance outcomes driven by the availability of adequate
resources for management accounting and their ability to foster a culture of
control conducive to organizational success. External pressures did not sig-
nificantly influence management accounting use in SMEs, probably because
the SMEs that wanted to use MA did not consider it a determining factor or,
more simply, because the adoption of MA in light of the changed environ-
mental and competitive context has become transversal, even where there was
limited pressure on this front.

The implications of these findings are manifold. First, they highlight the
importance of adopting and leveraging management accounting practices as
strategic tools (Kaplan & Norton, 1996) for enhancing organizational perfor-
mance in SMEs. Second, they underscore the significance of contextual factors,
such as resource availability, external pressures, and organizational culture, in
influencing the effectiveness of management accounting practices and their
impact on FP. The results corroborate with the study performed by Yla-Kujala
et al. (2023) examining SMEs in Finland.

In conclusion, the lack of empirical studies on management accounting
practices among German and Italian SMEs highlights a significant gap in the
existing literature. To date, most studies have focused on isolated topics rather
than adopting a broader and more holistic perspective. This study’s initial
research model represents a promising starting point for developing more
comprehensive frameworks aimed at evaluating SMEs’ management account-
ing systems. By addressing this gap, the proposed framework not only con-
tributes to academic discourse but also offers practical benefits. Consultants
and SME-supporting agencies can use this framework to assess management
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accounting activities within SMEs more effectively. This, in turn, enables them
to tailor their training and support programs to better meet the specific needs
of SMEs, thereby enhancing their overall operational efficiency and strategic
decision-making capabilities. The development and application of such frame-
works are crucial steps toward fostering a more robust understanding and
implementation of management accounting practices in SMEs, ultimately
contributing to their growth and sustainability.

This study contributes to the existing body of knowledge by offering
empirical insights into the intricate relationship between management
accounting use and performance within the SME context. It provides valuable
guidance for SME managers, policy makers, and practitioners seeking to
optimize organizational performance through strategic management account-
ing interventions.

We titled this paper “Nice to value” to highlight the change of view that we
expect will occur shortly about using the MA in SMEs: from a “nice to have” to
a “nice to value” tool, able to support managerial control and firm
performance.

This study employs a cross-sectional research design, which inherently
limits the ability to establish causality between management accounting prac-
tices and performance outcomes in SMEs. The data collected at a single point
in time provide a snapshot of the current state but do not account for changes
or developments that may occur over time. Consequently, the results should
be interpreted with caution, acknowledging that they reflect associations,
rather than causal relationships.

Furthermore, the use of SEM analysis, which is robust in testing for
associations among variables, only assumes a certain direction of relationships
based on the theoretical framework. This analytical approach does not confirm
causation and relies on the validity of the underlying theoretical assumptions.
Future research should consider longitudinal designs and alternative meth-
odologies to validate and extend the findings of this study and provide a more
comprehensive understanding of the dynamics between management
accounting practices and performance in SMEs.

Future research should focus on corroborating our findings using long-
itudinal data, which would provide a more comprehensive understanding of
the dynamics and causal relationships between management accounting prac-
tices and performance outcomes in SMEs. Longitudinal studies would allow
researchers to observe changes over time and offer stronger evidence of
causality. Additionally, applying our findings to SMEs in other cultural con-
texts is valuable. This cross-cultural examination could uncover the unique
challenges and opportunities that different environments present, thereby
enhancing the generalizability and applicability of the proposed frameworks.
Such efforts would contribute significantly to the robustness and relevance of
management accounting practices across diverse SME landscapes.



6 (&) P.ROFFIAETAL

Disclosure statement

No potential conflict of interest was reported by the author(s).

ORCID

Paolo Roffia (%) http://orcid.org/0000-0002-9127-9355
Thomas Henschel () http://orcid.org/0000-0003-0924-3239
Fares Getzin (12 http://orcid.org/0000-0003-2544-0179

References

Amoa-Gyarteng, K., & Dhliwayo, S. (2024). Overcoming the liability of newness: The interplay
of debt, equity, and profitability in nascent SMEs. Journal of the International Council for
Small Business, 1-13. https://doi.org/10.1080/26437015.2024.2336454

Battisti, M., & Deakins, D. (2017). The relationship between dynamic capabilities, the firm’s
resource base and performance in a post-disaster environment. International Small Business
Journal:  Researching  Entrepreneurship, 35(1), 78-98. https://doi.org/10.1177/
0266242615611471

Breier, M., Kallmuenzer, A., Clauss, T., Gast, J., Kraus, S., & Tiberius, V. (2020). The role of
business model innovation in the hospitality industry during the COVID-19 crisis.
International Journal of Hospitality Management, 92. https://doi.org/10.1016/j.ijhm.2020.
102723

Chenbhall, R. H. (2003). Management control systems design within its organizational context:
Findings from contingency-based research and directions for the future. Accounting,
Organizations and Society, 28(2-3), 127-168. https://doi.org/10.1016/S0361-3682(01)
00027-7

Dejardin, M., Raposo, M. L., Ferreira, J. J., Fernandes, C. I, Veiga, P. M., & Farinha, L. (2022).
The impact of dynamic capabilities on SME performance during COVID-19. Review of
Managerial Science, 1-27. https://doi.org/10.1007/s11846-022-00569-x

Dyt, R., & Halabi, A. K. (2007). Empirical evidence examining the accounting information
systems and accounting reports of small and micro business in Australia. Small Enterprise
Research, 15(2), 1-9. https://doi.org/10.5172/ser.15.2.1

Eurostat. (2022). EU small and medium-sized enterprises: An overview. Retrieved July 26, 2024,
from https://ec.europa.eu/eurostat/web/products-eurostat-news/-/edn-20220627-1

Hair, J. F., Jr., Hult, G. T. M, Ringle, C., & Sarstedt, M. (2016). A primer on partial least squares
structural equation modeling (PLS-SEM). Sage Publications.

Ittner, C. D., & Larcker, D. F. (2001). Assessing empirical research in managerial accounting: A
value-based management perspective. Journal of Accounting and Economics, 32(1-3),
349-410. https://doi.org/10.1016/S0165-4101(01)00026-X

Kaplan, R. S., & Norton, D. P. (1996). The balanced scorecard: Translating strategy into action.
Harvard Business Press.

Kraus, S., Clauss, T., Breier, M., Gast, J., Zardini, A., & Tiberius, V. (2020). The economics of
COVID-19 initial empirical evidence on how family firms in five European countries cope
with the Corona crisis. International Journal of Entrepreneurial Behavior & Research, 26(5),
1067-1092. https://doi.org/10.1108/IJEBR-04-2020-0214

Langfield-Smith, K. (2008). Strategic management accounting: How far have we come in 25
years? Accounting, Auditing & Accountability Journal, 21(2), 204-228. https://doi.org/10.
1108/09513570810854400


https://doi.org/10.1080/26437015.2024.2336454
https://doi.org/10.1177/0266242615611471
https://doi.org/10.1177/0266242615611471
https://doi.org/10.1016/j.ijhm.2020.102723
https://doi.org/10.1016/j.ijhm.2020.102723
https://doi.org/10.1016/S0361-3682(01)00027-7
https://doi.org/10.1016/S0361-3682(01)00027-7
https://doi.org/10.1007/s11846-022-00569-x
https://doi.org/10.5172/ser.15.2.1
https://ec.europa.eu/eurostat/web/products-eurostat-news/-/edn-20220627-1
https://doi.org/10.1016/S0165-4101(01)00026-X
https://doi.org/10.1108/IJEBR-04-2020-0214
https://doi.org/10.1108/09513570810854400
https://doi.org/10.1108/09513570810854400

JOURNAL OF THE INTERNATIONAL COUNCIL FOR SMALL BUSINESS . 7

Leonelli, S., Campagnolo, D., & Gianecchini, M. (2024). Entrepreneur and organizational
resilience: A multilevel perspective on Italian SMEs. Journal of Small Business
Management, 1-29. https://doi.org/10.1080/00472778.2024.2351483

Linnenluecke, M. K. (2017). Resilience in business and management research: A review of
influential publications and a research agenda. International Journal of Management
Reviews, 19(1), 4-30. https://doi.org/10.1111/ijmr.12076

Lohr, M. (2012). Specificities of managerial accounting at SMEs: Case studies from the German
industrial sector. Journal of Small Business & Entrepreneurship, 25(1), 35-55. https://doi.org/
10.1080/08276331.2012.10593558

Lopez, O., & Hiebl, M. (2015). Management accounting in small and medium-sized enter-
prises: Current knowledge and avenues for further research. Journal of Management
Accounting Research, 27(1), 81-119. https://doi.org/10.2308/jmar-50915

Lucas, M., & Rafferty, J. (2008). Cost analysis for pricing: Exploring the gap between theory and
practice. The British Accounting Review, 40(2), 148-160.

Marius, C. D., Denisa, C. M., & Florina, B. R. I. (2012). Managerial accounting-a source of
information for an efficient management in SMEs. Procedia-Social and Behavioral Sciences,
62, 521-525. https://doi.org/10.1016/j.sbspro.2012.09.085

Meyer, N., Niemand, T., Davila, A., & Kraus, S. (2022). Correction: Biting the bullet: When
self-efficacy mediates the stressful effects of COVID-19 beliefs. PLOS ONE, 17(3), €0265330.
https://doi.org/10.1371/journal.pone.0265330

Otley, D. (1999). Performance management: A framework for management control systems
research. Management Accounting Research, 10(4), 363-382. https://doi.org/10.1006/mare.
1999.0115

Palazzi, F., Sgro, F., Ciambotti, M., Bontis, N., & Gelsomini, L. (2023). The moderating effect of
corprate size on the relationship between prospector strategy and management accounting
practices. Journal of Management Control, 34(1), 135-165. https://doi.org/10.1007/s00187-
023-00353-2

Roffia, P., Benavides, M. M., & Carrilero, A. (2024). Cost accounting practices in SMEs: liability
of age and other factors that hinder or burst its implementation in turbulent years.
International Entrepreneurship and Management Journal, 20, 115-139. https://doi.org/10.
1007/s11365-023-00938-2

Roffia, P., & Dabi¢, M. (2023). The role of management control and integrated information
systems for the resilience of SMEs. Review of Managerial Science. https://doi.org/10.1007/
s11846-023-00657-6

Sharma, G. D., Kraus, S., Liguori, E., Bamel, U. K., & Chopra, R. (2022). Entrepreneurial
challenges of COVID-19: Re-thinking entrepreneurship after the crisis. Journal of Small
Business Management, 1-23. https://doi.org/10.1080/00472778.2022.2089676

Teece, D. J. (2007). Explicating dynamic capabilities: The nature and micro foundations of
(sustainable) enterprise performance. Strategic Management Journal, 28(13), 1319-1350.
https://doi.org/10.1002/smj.640

Umeji, A. U., & Obi, C. A. (2014). Cost accounting skills needs of small business operators.
American Journal of Industrial and Business Management, 2014. https://doi.org/10.4236/
ajibm.2014.45032

Welsh, J. A., White, J. F., & Dowell, P. (1982). A small business is not a little big business.
Harvard Business Review, 59(4), 18. https://doi.org/10.1177/026624268200100115

Yla-Kujala, A., Kouhia-Kuusisto, K., Ikdheimonen, T., Laine, T., & Kairri, T. (2023).
Management accounting adoption in small businesses: Interfaces with challenges and
performance. Journal of Accounting ¢ Organizational Change, 19(6), 46-69. https://doi.
org/10.1108/jaoc-07-2022-0100


https://doi.org/10.1080/00472778.2024.2351483
https://doi.org/10.1111/ijmr.12076
https://doi.org/10.1080/08276331.2012.10593558
https://doi.org/10.1080/08276331.2012.10593558
https://doi.org/10.2308/jmar-50915
https://doi.org/10.1016/j.sbspro.2012.09.085
https://doi.org/10.1371/journal.pone.0265330
https://doi.org/10.1371/journal.pone.0265330
https://doi.org/10.1006/mare.1999.0115
https://doi.org/10.1006/mare.1999.0115
https://doi.org/10.1007/s00187-023-00353-2
https://doi.org/10.1007/s00187-023-00353-2
https://doi.org/10.1007/s11365-023-00938-2
https://doi.org/10.1007/s11365-023-00938-2
https://doi.org/10.1007/s11846-023-00657-6
https://doi.org/10.1007/s11846-023-00657-6
https://doi.org/10.1080/00472778.2022.2089676
https://doi.org/10.1002/smj.640
https://doi.org/10.1002/smj.640
https://doi.org/10.4236/ajibm.2014.45032
https://doi.org/10.4236/ajibm.2014.45032
https://doi.org/10.1177/026624268200100115
https://doi.org/10.1108/jaoc-07-2022-0100
https://doi.org/10.1108/jaoc-07-2022-0100

	Abstract
	Disclosure statement
	ORCID
	References

