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ABSTRACT 

Management accounting systems play a key role in translating an organization’s strategy 

into desired behaviors and results. An appropriate design of a management accounting system 

is essential in achieving that aim. The purpose of this dissertation is to better understand the 

determinants and the consequences of management accounting systems’ design choices. Four 

empirical studies were conducted. In study one we analyze how CFO characteristics explain 

the use of strategic management accounting practices over and above commonly known 

contingency factors. The main finding is that the impact of a CFO on the firm’s use of strategic 

management accounting practices depends on both, his or her organizational power and 

personal background. In study two I continue the investigation of human factors in regard to 

management accounting systems’ design and analyze how the relationship between 

differentiation strategy and innovativeness is sequentially mediated by the business partner role 

of management accountants and their use of management accounting systems. I find that 

business partner management accountants use management accounting systems in a more 

interactive way compared to bean counter management accountants and the interactive way of 

use is positively related to innovativeness. In study three we examine how firms build dynamic 

capabilities in marketing and accounting; and how the decision to build a portfolio of both 

capabilities changes with competition. The analysis reveals that the marketing and management 

accounting dynamic capabilities are complements in high competition environments but are not 

related in low competition environments. Finally, in study four I investigate how firms 

implement strategic management accounting practices across their life cycle and what the 

performance consequences of this implementation are. Two findings are central. First, the 

strategic management accounting practices’ adoption rates increase between the birth and 

revival stages and decrease at the decline stage. Second, firms that adopt strategic management 

accounting practices to a less intensive degree compared to the benchmark experience 

performance losses, while firms that adopt these practices to a higher degree do not.  

Key words: management accounting system design, dynamic capabilities in management 

accounting and marketing, CFO characteristics, life-cycle, misfit, survey. 
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2  CHAPTER 1 

1.1. Introduction 

Management accounting systems play a key role in translating an organization’s strategy 

into desired behaviors and results (Abernethy, Bouwens and van Lent 2004; Bedford 2015; 

Berry, Coad, Harris et al. 2009; Chenhall 2003; Hoque 2011; Van der Stede, Chow and Lin 

2006). The term management accounting (MA) refers to a collection of individual practices 

such as budgeting or product costing, while the term management accounting system (MAS) 

refers to the systematic use of MA to achieve some goal (Chenhall 2003, 129).1 A typical goal 

of MAS described in literature is to support decision making at any organizational level (Malmi 

and Brown 2008, 290). As MAS are operated by management accountants, they are implicitly 

included in this definition. 

The design of the MAS is an important element of organizational design choices. This 

decision involves managerial choices regarding which elements of the MAS to implement (or 

not to implement) and how each MAS element should be used. A substantial body of literature 

has evolved around the topic of MAS design (see reviews by Chenhall 2003; Euske et al. 2011; 

Luft and Shields 2003; Otley 2016; Zawawi and Hoque 2010). This literature emphasizes the 

importance of MAS design, given that good or bad MAS design choices can impact the behavior 

of organizational members (e.g. Eldenburg et al. 2010; Hall 2011) and organizational outcomes 

(e.g. Harlez and Malagueño 2016; Grabner et al. 2018; Guenther and Heinicke 2018; King and 

Clarkson 2015; Malina and Selto 2001) in both positive or negative ways.  

Examples of positive effects of certain MAS designs on organizations can be found in 

literature. Hall (2011) found that a more comprehensive MAS helped managers in Australian 

manufacturing firms to confirm their mental models of business operations or to build new 

mental models, which in turn improved managerial performance. Malina and Selto (2001) 

found that adopting a balanced-scorecard could enhance intra-firm communication and strategy 

implementation processes. Other studies have found negative effects of certain MAS designs. 

For example, Guenther and Heinicke (2018) and Harlez and Malagueño (2016) found that 

certain MAS designs could have negative effects on performance, depending on contingency 

factors such as the sophistication of the MAS (Guenther and Heinicke 2018) or the personal 

background of the managers involved (Harlez and Malagueño 2016). Eldenburg et al. (2010) 

                                                 

1  Note that the definition of MAS used in this dissertation excludes other controls, such as personal or clan 
controls, that are typically referred to in literature as management control systems (MCS), which is a broader 
term (Chenhall 2003, 129). 
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found that the implementation of an activity-based costing system led to diminishing quality of 

treatment of cataract patients and decreased the average length of stay in a Taiwanese hospital. 

Grabner et al. (2018) showed that performance and behaviour monitoring obstruct the 

materialization of innovation capability in a sample of medium-sized firms in Germany and 

Austria. Lastly, King and Clarkson (2015) reported reduced organizational performance 

resulting from a lack of fit between MAS design and ownership in the primary healthcare sector 

organizations in Australia. 

A particular interest in MAS design literature has been devoted to a subset of MAS used 

to support decision-making at a strategic level. This literature has introduced the term strategic 

management accounting (SMA), which is defined as the provision and analysis of management 

accounting data about a business and its competitors for use in developing and monitoring 

business strategy (Simmonds 1981, 26). 

Strategic management accounting (SMA) research came to prominence in the late 1980s 

as an approach to integrate management accounting and marketing information (Roslender and 

Hart 2003, 256). Examples of SMA practices include target costing, balanced scorecard (BSC), 

brand valuation, and some other forms of customer and market oriented analysis. SMA 

practices integrate insights from management accounting and marketing within one 

management framework and provide an externally oriented customer and competitor view to 

the firm (Roslender and Hart 2002; 2010). The popularity of SMA in academic literature was 

driven by increased managerial challenges and new control problems implied by tougher 

competition, shorter product development cycles, and greater need for market-orientated 

analyses (Bromwich 1990; Chenhall and Langfield-Smith 1998; Mia and Chenhall 1994; 

Roslender and Hart 2002).  

SMA produce relevant information that provides senior executives and other personnel 

with continuous signals as to what is most important in their daily organizational decision-

making and operational activities (Hoque 2011, 226). Located at the interface between strategy, 

management accounting, and marketing, SMA practices play a vital role in helping managers 

to make better decisions in competitive environments. Empirical studies have found a positive 

relationship between the adoption of SMA practices and firm outcomes. The adoption of 

customer focused accounting practices is just one example. McManus (2013) found that the use 

of customer focused accounting measures was positively related to both financial and non-

financial results in a sample of 165 hotels in Australia. Tomczyk et al. (2016) found similar 

results in a sample of 590 insurance intermediaries in Poland. The adoption of the balanced 
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scorecard is another example. Crabtree and DeBusk (2008) analyzed the development of 57 

firms after the adoption of the BSC and found that adopter firms significantly outperformed 

their industry counterparts who did not adopt the BSC. Similar results are reported by Hoque 

and James (2000) who analyzed 66 Australian manufacturing firms, Davis and Albright (2004) 

who used internal data of a bank, and Ittner et al. (2003) who surveyed 140 financial services 

firms. 

This evidence suggests that SMA practices are useful management techniques that 

exploit marketing, management accounting, and other non(financial) information and that firms 

will benefit from their adoption. Hence, assuming that firms recognize the value of SMA 

practices and are able to implement them in their organizations, we should expect an increasing 

number of adopters of SMA practices. However, the reported adoption rates are low with some 

studies indicating that even such well-known practices as the balanced scorecard are used by 

less than 20 percent of the firms and up to 50 percent of SMA adopters not being fully satisfied 

with them (e.g. Gosselin 2007; Silvi et al. 2015; Tung et al. 2011). The low adoption of SMA 

practices is an obstacle on the path to a greater integration between marketing and management 

accounting functions within firms, which has been identified in literature as an important issue 

(Foster and Gupta 1994; Opute and Madichie 2017). Some authors call this a paradox, as 

various SMA practices seem to be very attractive to management accountants and managers 

but are not widely adopted in real firms (Brown et al. 2004; Gosselin 2007; Nixon and Burns 

2012).  

What are the reasons for this paradox? Why does our knowledge of the benefits of SMA 

practices not translate into higher adoption rates in practice? Do all firms benefit from SMA 

practices at all times? What is the role of the management accounting department in that regard?  

In this dissertation, I address these questions by analyzing the determinants and the 

outcomes of SMA practices adoption and use in firms from German-speaking countries. Four 

studies build the basis of this dissertation. Each study addresses one specific topic, and jointly 

the studies cover the overall theme of the dissertation. Study one analyses the determinants of 

SMA practices adoption and tests the influence of a CFO on the decision to adopt or not to 

adopt a certain practice. Study two considers the effects of different types of SMA use 

(monitoring, legitimizing, attention-focusing, and strategic decision-making) on firm 

innovativeness and the role of management accountants in that regard. Study three takes a 

broader perspective and investigates how firm’s investment in marketing capabilities is related 

to management accounting capabilities, and how this relationship depends on the competitive 
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environment of the firm. Study four focuses on the adoption of SMA practices at different life 

cycle stages of a firm and analyses the performance consequences of this adoption.  

The purpose of the four studies is to contribute to previous empirical research that 

provides partial and somewhat inconclusive answers to the questions above. Three streams of 

literature are of particular importance. The first stream of literature analyses the determinants 

of SMA practices adoption. This literature has identified a series of contextual determinants, 

such as competition, environmental uncertainty, organizational structure, product diversity, 

production process, size, strategy, and ownership structure (e.g. review by Langfield-Smith 

2008, 218), just to name few.  

While significant attention has been directed to these environmental and organizational 

determinants of SMA practices adoption, only few researches have turned to investigate the 

importance of individual management accountants in that regard (Cadez and Guilding 2008; 

Emsley et al. 2006). For example, Cadez and Guilding (2008) found that in firms where 

management accountants are more actively involved in the strategic decision making process, 

the use of SMA practices is likely to be higher. Another example is the study by Emsley et al. 

(2006) that found that the degree to which management accountants initiate management 

accounting innovations depends on their cognitive style and professional development. These 

two examples show that attention to individual management accountants’ characteristics is 

important in order to better understand why some firms adopt certain SMA practices while 

others do not. In addition, qualitative literature consistently points to the significance of the role 

of management accountants for innovation and change (e.g. Friedman and Lyne 1997; Goretzki 

et al. 2013; Henttu-Aho 2016). Unfortunately, quantitative literature regarding the role of 

management accountants is scarce and our knowledge of the importance of their characteristics 

for the adoption and use of SMA practices is underdeveloped. The first and the second studies 

in this dissertation analyze the importance of CFO-characteristics (study one) and the role of 

the business partner management accountants (study two) with regard to SMA adoption and 

use. These two studies shed some more light on individuals’ attributes that may influence the 

adoption of SMA practices, such as organizational power and business partner orientation. In 

addition, the fourth study in this dissertation contributes by investigating the role of the life-

cycle stage of a firm regarding SMA adoption. 

The second stream of literature analyses the determinants of different roles of 

management accountants in firms. Most of this research is qualitative (e.g. Brandau and Hoffjan 

2010; Burns and Baldvinsdottir 2005; Byrne and Pierce 2007; Goretzki et al. 2013; Granlund 



6  CHAPTER 1 

and Lukka 1998; Granlund and Malmi 2002; Järvenpää 2007; 2009; Jørgensen and Messner 

2010; Ma and Tayles 2009; Windeck et al. 2015) with just few studies providing quantitative 

evidence (Cadez and Guilding 2008; Chang et al. 2014; Hartmann and Maas 2011). For 

example, Cadez and Guilding (2008) found that accountants' participation in strategic decision 

making was positively related to prospector strategy and the degree to which strategy is well 

planned and executed (deliberate strategy formulation). Chang et al. (2014) analyzed 

organizational determinants of the multiple roles of finance personnel in firms and found 

positive associations between the strategic partner role and the extent to which other functions 

in a firm (e.g. compliance) reported to the finance department. The effects of other 

organizational variables such as decentralization and size were non-significant. Hartmann and 

Maas (2011) found that the business partner role of management accountants was associated 

with task uncertainty and interdependence with other departments. The second study in this 

dissertation project analyzes strategy as a potential determinant of the business partner role of 

management accountants. In addition, the study investigates the outcomes of the business 

partner orientation by analyzing how business partner management accountants use SMA 

practices for different purposes and how this use affects firm innovativeness. 

The third stream of literature is concerned with the integration of management 

accounting and marketing within firms (e.g. Artz et al. 2012; Chari et al. 2017; Foster and Gupta 

1994; Opute and Madichie 2017; Roslender and Hart 2002). The general idea found in that 

literature is that a closer integration between management accounting and marketing should be 

beneficial. For example, Foster and Gupta (1994) surveyed marketing practitioners and found 

that they perceived accounting information valuable, but many marketers reported a need for 

better accounting information. Artz et al. (2012) found that marketing managers use 

management accounting information in their strategic decision-making, but the intensity of use 

depends on the quality of the information. Roslender and Hart (2002) argues theoretically that 

strategic management accounting, particularly brand management accounting, could provide a 

potentially beneficial interface between marketing and management accounting. In their view, 

marketing managers should become more cost conscious while management accountants 

should become more customer value oriented (Roslender and Hart 2002, 272). Drawing on the 

dynamic capabilities theory (Eisenhardt and Martin 2000; Teece et al. 1997), the third study in 

this dissertation analyses how firms develop both marketing and management accounting 

capabilities and how the development of joint capabilities depends on the competitive 

environment of firms. 
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The reminder of this chapter provides an overview of the thesis. Section 1.2 introduces 

the theories that underpin the study. Section 1.3 describes the research philosophy and the 

implications for the research methods. Section 1.4 summarizes the four research studies that 

build the basis of this thesis. Section 1.5 shows the output of this research and section 1.6 

provides summary of the thesis. 

1.2. Theoretical background 

The theoretical background of this thesis is formed by the contingency theory of 

organizations (Donaldson 1987; 1995; 2001; Tosi, JR. and Slocum, JR. 1984), the upper 

echelons theory (Hambrick and Mason 1984; Hambrick 2007; Hambrick and Quigley 2014), 

the role theory (Kahn et al. 1964; Katz and Kahn 1978), and the dynamic capabilities theory 

(Eisenhardt and Martin 2000; Teece et al. 1997). These theories are briefly summarized below. 

1.2.1. Contingency theory 

The contingency theory mainly predicts that the most effective organizational design is 

where the structure fits the specific organizational conditions (Donaldson 2006, 19). For 

instance, contingency researchers examining management control systems argue that the design 

of an appropriate system should depend upon the specific circumstances in which an 

organization finds itself in order to positively affect performance (Chapman 1997; Chenhall 

2003; 2006). Hence, there is no unique best way to organize, rather the best design depends on 

contingencies.2 Central to contingency theory is the concept of “fit”. Fit is “a combination of 

organizational and contingent characteristics [that] produces higher organizational performance 

than alternative combinations” (Covaleski et al. 2003). In fit “an underlying congruence 

between context and structure [exists]” (Drazin and van de Ven 1985). 

Organizational researchers initially developed contingency theory in the 1960’s and 

1970’s.3 In the 1970’s the contingency approach was adopted in the management accounting 

and control literature where it was used to explain differences in management control practices 

across firms (Otley 1980, 413). In the 1980’s Otley (1980) commented that contingency theory 

provided a coherent explanation why empirical results differ from one study to another. In the 

                                                 

2  In contrast, those scholars who assert that there is only one effective way to organize belong to the universalistic 
theory of thought rather than to the contingency theory (Jennings et al. 2003, 209). 

3  The reviews by Donaldson provide a comprehensive introduction to the contingency research paradigm, its 
assumptions, and methodological approaches (Donaldson 1987; 1995; 1996; 2001). 
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1990’s a substantial body of management control literature following the contingency approach 

was developed (Fisher 1995). By the end of the 1990’s it was understood that the existence of 

multiple contextual factors might lead to conflicting requirements for “fit” (conflicting 

contingencies) (Fisher 1998, 60–62). Consequently, similar companies operating under 

different contingencies would have different degrees of “fit”, and could only be comparable if 

(all) the differences in the multiple contingencies were taken into account. 

As a part of the set of rational agent models (Kilfoyle and Richardson 2011), 

contingency theory is built on two assumptions: bounded rationality and equilibrium (Covaleski 

et al. 2003). The bounded rationality assumes that rational agents act to maximize their self-

interest, but at the same time, they are equipped with only limited cognitive resources 

(Covaleski et al. 2003). Thus, it is difficult to fully align individual behavior with the 

organizational interest. For example, managers can make mistakes in designing organizational 

structure or develop sub-optimized processes, resulting in waste of resources and lower 

performance.  

The consequence of the equilibrium assumption is that either organizations move 

towards the “fit” or they disappear from the market (Donaldson 2001). In other words, properly 

fitted organizations have higher chances of survival and reach higher levels of performance. In 

addition, Donaldson (2001, 15) also suggested that organizations may remain in misfit for some 

time until they reach a critical situation which forces them to change. One consequence of this 

assumption is that at any given point in time, we should be able to observe organizations with 

different degrees of misfit and the least fitted organizations will have the worst performance 

that will eventually force them to cease to exist.  

Two different schools of thought exist in contingency research that build on the 

assumptions described above: the configurational and the cartesian schools (Gerdin and Greve 

2004, 304). Both schools draw on the same idea that organizations change their structures to fit 

to contingencies. However, they are different in their understanding of fit and thus also in the 

modeling and in the research approach. The configurational school assumes that only few 

archetypical forms of fit combinations between contingencies and structure exist. Thus, 

companies can be either in one of the archetypes or in misfit. In addition, companies can only 

change their structure by making “quantum jumps” from one type of fit to another. Gradual 

change towards a better fit is not possible (cf. Meyer et al. 1993). In contrast, the cartesian 

school of thought assumes that companies can be ranked on a scale from low to high fit between 

context and structure and thus small organizational changes from one state of fit to another are 
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possible. The cartesian approach does not reject the existence of several archetypical states of 

fit, but it sees these states rather as being the ends of the scale than isolated points in the 

conceptual space (Donaldson 2001, 152). 

There are several articles that compare both schools (e.g. Burkert et al. 2014; Donaldson 

2001; Gerdin and Greve 2004) and it has been shown that the configurational approach shows 

problems ranging from lack of theoretical coherence to lack of empirical validity (Donaldson 

2001, 144–152). It is beyond the purpose of this introduction to discuss the strength and 

weaknesses of the two schools. However, it is important to mention that the results based on 

one school of thought should not be compared with those of the other due to significant 

conceptual differences (Gerdin and Greve 2004, 306). I this dissertation I decided to draw on 

the cartesian schools of thought because of theoretical coherence and empirical validity issues. 

Contingency theory has been criticized for its impersonalized analysis, as the theory is 

silent regarding who takes decisions in the organizations (Donaldson 1996, 63). Ideas and 

values of people who work in an organization do not figure prominently as causes. These 

concepts as well as the information about who exactly makes the structural decisions or what 

their motives are or how the structures are implemented constitute the core of the Upper 

Echelons theory (Hambrick and Mason 1984; Hambrick 2007; Hambrick and Quigley 2014) 

that is discussed next.  

1.2.2. Upper echelons theory 

The upper echelons theory posits that top executives play a pivotal role in shaping major 

organizational outcomes (Hambrick and Mason 1984; Hambrick 2007; Hambrick and Quigley 

2014). At its core, the upper echelons perspective focuses on top executive cognitions, values, 

perceptions, their influence on the process of strategic choice, and on the resultant performance 

outcomes. The critical assumption of the theory is that managers will make decisions based on 

their cognitive bases and values. That is, people with similar psychological traits and 

experiences are assumed to make similar decisions.  

To operationalize top executive cognitions, values, and perceptions, Hambrick and 

Mason (1984) proposed to use observable managerial characteristics as proxy variables. In 

empirical accounting and management control literature managerial characteristics, such as 

education, functional background, age, and working experience have been used (Table 1; see 

Abernethy and Wallis 2018 and Plöckinger et al. 2016 for reviews in this area). As a result, 
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studies drawing on the upper echelons theory assume that organizational outcomes will be 

associated with the observable characteristics of the managers (Carpenter et al. 2004, 752). 

Finally, Hambrick (2007) suggested that one should analyze the moderating and 

mediating effects of several plausible variables that could influence the relationship between 

TMT characteristics and organizational outcomes, such as managerial power. Interestingly, as 

indicated in Table 1, CFO-power is absent in prior empirical upper echelons research. Hence, 

as pointed out by Carpenter et al. (2004, 770), it remains an empirical and theoretical challenge 

to describe the mechanisms how and why TMT demographics map on to particular cognitions, 

behaviours, and organizational outcomes. 



 

 

TABLE 1 

Measurement of TMT characteristics in accounting and management accounting and control literature 

  TMT Member   Education   Demographics   Working experience   Other variables 

Reference    CPA MBA  Gender Age  

Tenure 
in 

current 
position 

Number 
of firms 
worked 

Experience 
in banks, 

audit firms 

   

Abernathy et al. (2014) Audit committee  
 

x 
     

x 
 

x 
  

Adams et al. (2005) CEO 
       

x 
    

Aier et al. (2005) CFO 
 

x x 
    

x x 
   

Bamber et al. (2010) CEO, CFO 
  

x 
  

x 
      

Barua et al. (2010) CFO 
    

x 
       

Benmelech and Frydman (2015) CEO 
     

x 
     

Military, education type 

Bertrand and Schoar (2003) CFO 
  

x 
  

x 
 

x 
    

Burkert and Lueg (2013) CFO 
       

x 
    

Caglio et al. (2018) CFO 
 

x x 
 

x 
  

x 
 

x 
 

CEO-CFO distance, 
experience in 
consulting, also 
director, former CEO 

Cronqvist et al. (2012) CEO 
  

x 
  

x 
 

x 
 

x 
 

Military, personal debt 
leverage 

Custódio and Metzger (2014) CEO 
  

x 
  

x 
 

x x x 
  

Datta and Iskandar-Datta (2014) CFO 
 

x x 
  

x 
      

Ferreira and Sah (2012) CFO 
            

Ge et al. (2011) CFO 
 

x x 
 

x x 
      

Güner et al. (2008) Board members 
     

x 
 

x 
 

x 
  

Harlez and Malagueño (2016) Managers 
     

x 
 

x 
 

x 
  

This table is continued on the next page 
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  TMT Member   Education   Demographics   Working experience   Other variables 

Reference    CPA MBA  Gender Age  

Tenure 
in 

current 
position 

Number 
of firms 
worked 

Experience 
in banks, 

audit firms 

   

Hiebl et al. (2013) CFO 
    

x x 
     

Part of the controlling 
family, university 
degree, where recruited 
from 

Hiebl et al. (2017) CFO 
     

x 
 

x 
   

University degree, 
where recruited from 

Hoitash et al. (2016) CFO 
 

x 
          

Kruis and Widener (2014) Managers 
       

x 
    

Li et al. (2010) CFO 
 

x 
     

x 
 

x 
  

Zhang and Wiersema (2009) CEO           x   x       Restatement, external 
directorships 

TABLE 1 (continued) 
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1.2.3. Role theory 

Role theory deals with the organization of social behavior at both the individual and the 

collective levels (Turner 2001, 233). A role is defined by the interactions between the 

individuals within an organization, and not simply by the structural position of a person within 

an organizational hierarchy (Kahn et al. 1964). According to the (interactionist) role theory, 

roles can be viewed as sets of expectations and obligations attached to a person, defining an 

appropriate behaviour (Turner 2001). Rooted in social psychology, role theory proposes that 

the roles of organizational members (focal persons) are determined by the expectations of other 

members (senders), whereby both senders’ and focal persons’ expectations and behaviors are 

influenced by their context (Kahn et al. 1964; Katz and Kahn 1978). Focal persons carrying a 

role are also self-senders as they co-determine what role they should play in a firm according 

to their own conception of their work and their set of attitudes and beliefs (Kahn et al. 1964, 

17). I draw on the role theory in this dissertation because it is relevant in explaining management 

accountants’ role in a firm (Fischer 2010) and it has been used previously for similar purposes 

(Byrne and Pierce 2007). 

Previous quantitative research has tested several factors affecting the roles of 

management accountants in firms. Table 2 provides an overview of this literature. 

 



 

TABLE 2 

Determinants and outcomes of management accountants’ roles in literature 

Reference Type of 

research 

Data 

collection 

Sample Data 

analysis 

Role Determinants of role Outcomes 

of role 

Chang et al. 
(2014) 

Quantitative Survey 832 Multiple 
regression 

Reporting, compliance, and internal 
control/risk management (RCCR), 
performance management; and 
strategic partner 

Organizational change, market growth, 
international operations, firm size, 
decentralization, industry, information system 
integration 

Perceived 
finance role 
effectiveness 

Hartmann and 
Maas (2011) 

Quantitative Survey 134 Structural 
equation 
model 

Business partner, corporate 
policeman 

Task and role uncertainty None 

Mouritsen 
(1996) 

Quantitative Survey 370 Partial 
correlations 

Book keeping, consulting, banking, 
controlling, administrating 

Environmental uncertainty, 
internationalization, size, industry 

None 

Rabino (2001) Quantitative Survey 126 
project 
teams 

t-test Traditional, American, and 
Japanese 

Country None 

Weißenberger 
and Angelkort 
(2011) 

Quantitative Survey 149 
dyadic 
answers 

Structural 
equation 
model 

Controller involvement in 
management decisions 

Integration of accounting systems, 
consistency of financial language, 
controllership output quality 

None 

Wolf et al. 
(2015) 

Quantitative Survey 112 Structural 
equation 
model 

Controller impact on decision 
making 

Personal attitudes and norms of controllers, 
behaviour 

Firm 
efficiency 

Yazdifar and 
Tsamenyi 
(2005) 

Quantitative Survey 279 t-test Business advocates vs. bean-
counters 

IT, organizational restructuring, customer-
oriented initiatives, and others 

None 

Zoni and 
Merchant 
(2007) 

Quantitative Survey   Correlations Controller involvement in 
management decisions 

Need for financial expertise in decision 
making, capital intensity, interdependency, 
environmental change, and others 

Firm 
performance 
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1.2.4. Dynamic capabilities theory 

In the late 1990s Teece et al. (1997, 516) defined dynamic capabilities as a firm’s ability 

to “integrate, build, and reconfigure internal and external competencies to address rapidly 

changing environments”. Their paper was one of the first that motivated the development of the 

dynamic capabilities theory and attracted substantial interest from other researchers.4 Three 

years later, Eisenhardt and Martin (2000, 1107) published an influential paper in which they 

criticized dynamic capabilities as being described in vague terms and suggested to understand 

dynamic capabilities as tools that reconfigure the resource configuration in firms. They argued 

that dynamic capabilities are identifiable, specific processes by which firms acquire and 

reconfigure resources to generate new value-creating strategies. What followed was an intense 

discussion in literature regarding which firms’ capabilities could actually be seen as “dynamic 

capabilities”, and how (if at all) dynamic capabilities contribute to firm performance.5 

The key assumption of the dynamic capabilities theory is that firms compete 

successfully not because they have more or better resources, but because the firms’ capabilities 

allow to make better use of available resources (Helfat and Winter 2011; Teece et al. 1997; 

Teece 2007; 2018). The dynamic capabilities perspective suggests that organizations possess 

portfolios of different capabilities in various functional areas (Eisenhardt and Martin 2000). 

Unlike resources, capabilities are based on developing, carrying, and exchanging information 

through the firms’ human capital (O'Cass and Weerawardena 2010). Existing empirical 

evidence suggests that, in general, strong dynamic capabilities are likely to lead to better firm 

performance (e.g. Flatten et al. 2015; Krasnikov and Jayachandran 2008; Ngo and O'Cass 2012; 

Siahtiri et al. 2014). What is not known so far is what portfolios of capabilities are developed 

by firms, and what are the circumstances under which the different portfolios improve the 

competitive position of firms. Recent studies indicate that the benefits derived from dynamic 

capabilities are likely to depend on environmental conditions, such as the degree of 

environmental dynamism (Drnevich and Kriauciunas 2011; Peters et al. in press; Ringov 2017; 

Schilke 2014). Some authors further argue that dynamic capabilities are costly (Helfat and 

                                                 

4  See reviews by Arend and Bromiley 2009, Helfat and Peteraf 2009, and Helfat and Winter 2011. 

5  In contrast to “dynamic” capabilities, literature defines “ordinary” capabilities as the capacity to perform 
particular activity in a reliable and at least minimally satisfactory manner in order to make a living in the present 
(e.g. Helfat and Winter 2011). In contrast, a dynamic capability is one that enables a firm to alter how it 
currently makes its living. Helfat and Winter (2011) point out, however, that the line between “ordinary” and 
“dynamic” capabilities is blurry. 
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Winter 2011) and it is possible that the net benefit of a dynamic capability will be negative after 

all (Drnevich and Kriauciunas 2011). Table 3 summarizes the empirical findings that are 

primarily from the marketing literature. 

What can be observed from Table 3 is that strategic management literature has long 

recognized that such competencies as marketing (e.g. Vorhies 1998), product development (e.g. 

Schilke 2014), or pricing (e.g. Flatten et al. 2015) are identifiable dynamic capabilities. Another 

observation is that the term “dynamic capability” has been absent from the management 

accounting literature until it has recently been introduced in a strategic management journal 

(see Peters et al. in press). For example, none of the capabilities in 82 studies mentioned in the 

meta-analysis by Fainshmidt et al. (2016) was related to management accounting. Peters et al. 

(in press) were the first authors who used the term “dynamic capabilities” relating to budgeting, 

forecasting, and reporting. Their use of the term is consistent with the statement by Eisenhardt 

and Martin (2000, 1108) that dynamic capabilities include any knowledge creation routines 

whereby managers and others build new thinking within the firm. In this thesis, I follow Peters 

et al. (in press) and apply the term “dynamic capabilities” in the context of management 

accounting. 
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TABLE 3 

Empirical findings in dynamic capabilities research 

Study Data collection 

method 

Sample 

size 

Response 

rate 

Analysis 

technique 

Study of 

determinant

s of dynamic 

capabilities 

Study of 

consequences 

of dynamic 

capabilities 

Main findings 

Cacciolatti and 
Lee (2016) 

Survey of UK 
firms 

222 18% 
Moderated 
regression 
analysis 

 x 

- Market orientation moderates the relationship between marketing 
capabilities and firm performance 
- Differentiation strategy (but not cost leadership strategy) 
moderates the relationship between marketing capabilities and firm 
performance 
- Organizational power moderates the relationship between 
marketing capabilities and firm performance 

Chae et al. 
(2017) 

Archival data from 
Information Week 
500 from 2001 to 
2004 and 
Compustat 

296 - 

Wilcoxon 
Signed-
Rank Test 
(paired 
difference
s test) 

 x 
- The impact of IT capability on financial performance is moderated 
by industry 

Drnevich and 
Kriauciunas 
(2011) 

Survey of firms 
from  Chile 

48 3% 
Moderated 
regression 
analysis 

 x 

- Both ordinary and dynamic capabilities contribute positively to 
relative firm performance 
- The contribution of dynamic capabilities is higher in more 
dynamic environments, but the contribution of ordinary capabilities 
is lower 
- Partial support for the hypothesis that heterogeneity of capabilities 
moderates the relationship between ordinary and dynamic 
capabilities and performance 

Fainshmidt and 
Frazier (2017) 

Survey of Israeli 
firms 

209 20% SEM x  
- Climate for trust is positively related to sensing, seizing, and 
reconfiguration capabilities 

Fang and Zou 
(2009) 

Survey of joint 
ventures in China 

114 57% SEM x x 

- Resource magnitude and resource complementarity are positively 
related to dynamic marketing capabilities 
- Relationship between resource magnitude and dynamic marketing 
capabilities is moderated by formalization and goal congruency, but 
not by departmentalization 

This table is continued on the next page 

 



 

Study Data collection 

method 

Sample 

size 

Response 

rate 

Analysis 

technique 

Study of 

determinant

s of dynamic 

capabilities 

Study of 

consequences 

of dynamic 

capabilities 

Main findings 

- Relationship between resource complementarity and dynamic 
marketing capabilities is not moderated by formalization and not by 
goal congruence, but by departmentalization 
- Dynamic marketing capabilities are positively related to 
performance This relationship is also moderated by market 
dynamism 

Flatten et al. 
(2015) 

Survey of 
technology based 
firms 

420 12% 
Moderated 
regression 
analysis 

 x 

- Pricing capabilities are positively associated with firm 
performance 
- Age and environmental uncertainty partly moderate the positive 
impact of pricing on performance 

Kamboj and 
Rahman (2017) 

Survey of service 
firms from India 

192 38% SEM  x 
- The relationship between marketing capabilities and performance 
is mediated by innovation and competitive advantage 

Mishra and 
Modi (2016) 

Archival data 8017 - 
Moderated 
regression 
analysis 

 x 
- Marketing capability moderates the relationship between corporate 
social responsibility and shareholder performance 

Morgan et al. 
(2009b) 

Survey of US 
firms 

230 31% 

SEM, 
moderated 
regression 
analysis 

 x 
- Dynamic marketing capabilities are positively related to subjective 
performance variables and ROA 

Morgan et al. 
(2009a) 

Survey of US 
firms and 
Compustat 

114 24% 
Moderated 
regression 
analysis 

 x 

- Brand management capability is positively related to revenue 
growth but negatively related to margin growth 
- Customer relationship management capability is negatively related 
to revenue growth but it is positively related to margin growth 

TABLE 3 (continued) 

This table is continued on the next page 
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Study Data collection 

method 

Sample 

size 

Response 

rate 

Analysis 

technique 

Study of 

determinant

s of dynamic 

capabilities 

Study of 

consequences 

of dynamic 

capabilities 

Main findings 

Mu et al. (2018) 
Survey of US 
technology 
companies 

376 30% SEM  x 
- Dynamic marketing capabilities are positively related to subjective 
performance variables 

Ngo and O'Cass 
(2012) 

Survey of 
manufacturing and 
service firms in 
Australia 

163 16% SEM x x 

- Market orientation is positively related to marketing capabilities 
- Marketing capabilities are positively related to firm performance 
- Marketing resources moderate the relationship between marketing 
capabilities and firm performance 

O'Cass and 
Weerawardena 
(2010) 

Survey of CEOs of 
firms drawn from 
IncNet Business 
Database 

247 25% SEM x x 

- Competition intensity and market focused learning are positively 
related to dynamic marketing capabilities 
- Dynamic marketing capabilities are positively related to 
performance 

Peters et al. (in 
press) 

Survey of 
Australian firms 

331 20% SEM x x 

- Market turbulence moderates the relationship between flexibility 
values and interactive profit-planning systems capabilities 
- Market turbulence moderates the relationship between interactive 
profit-planning systems capabilities and business unit performance 

Schilke (2014) 
Survey of German 
firms with R&D 
alliances 

279 22% 
Moderated 
regression 
analysis 

 x 

- The relationship between alliance management capability as well 
as new product development capability and competitive advantage is 
moderated by environmental dynamism 
- This relationship is strongest at medium level of environmental 
dynamism 

Siahtiri et al. 
(2014) 

Survey of B2B 
firms 

140 15% SEM  x 

- Marketing capabilities are positively related to customer 
performance (customer attraction, retention, and satisfaction) 
- Market orientation does not moderate the relationship between 
marketing capabilities and customer performance 

TABLE 3 (continued) 

This table is continued on the next page 
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Study Data collection 

method 

Sample 

size 

Response 

rate 

Analysis 

technique 

Study of 

determinant

s of dynamic 

capabilities 

Study of 

consequences 

of dynamic 

capabilities 

Main findings 

Slater and 
Narver (2000) 

Survey of 
electronic firms 

66 7% 
Multiple 
regression 
analysis 

 x 
- Intelligence generation capability is positively associated with 
superior customer value 

Tang et al. 
(2017) 

Survey of small- 
and medium-sized 
enterprises in 
China 

152 61% SEM x  

- Knowledge sharing has a mediating effect on the relationship 
between functional conflict 
and marketing capability 
- Relationship quality negatively moderates the relationship between 
knowledge sharing and innovation capability 

Vorhies (1998) 

Survey of chief 
marketing 
executives from 
the Fortune 500 
list of top US 
goods and service 
companies 

85 22.7% SEM x x 

- Marketing capabilities are driven by business strategy, 
organizational structure, information-processing capabilities 
- Marketing capabilities are not driven by environmental turbulence 
and task routinization 
- Marketing capabilities and organizational effectiveness are 
positively related 

Vorhies and 
Morgan (2005) 

Survey of US 
firms 

230 31% SEM  x 
- Several dynamic marketing capabilities are positively related with 
firm performance 

Vorhies et al. 
(2009) 

Survey of US 
motor-carrier firms 
/ survey of Fortune 
500 firms 

270 
37% / 
17% 

Moderated 
regression 
analysis 

x x 

- Differentiation strategy and cost leadership strategy are positively 
related to specialized and architectural marketing capabilities, but 
market scope is not 
- Specialized and architectural marketing capabilities are positively 
related to market effectiveness, but there is no direct relationship to 
cash flow 
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1.3. Research philosophy and methods applied in this dissertation 

In the following section, I describe my research philosophical position and the 

implications for the research design. I begin by explaining why it is essential to understand 

one’s own philosophical position and how this position is extended into the empirics, as 

illustrated in Figure 1. 

The ontological and epistemological position of a researcher determines the subsequent 

research design choices. Ontology describes the image of social reality upon which a theory is 

based and as such, it is the starting point of all research. Ontology is defined by Blaikie (2000, 

8) as “claims and assumptions that are made about the nature of social reality, claims about 

what exists, what it looks like, what units make it up and how these units interact with each 

other. In short, ontological assumptions are concerned with what we believe constitutes social 

reality.” 

The ontological assumption of a researcher can be put on a continuum from reality as a 

concrete structure to reality as a projection of human imagination (Ryan et al. 2002, 36). In my 

dissertation, I assume that reality is rather a concrete structure. Especially, I assume that the 

characteristics of organizations can be described in a technical language for example by 

describing what strategic management accounting techniques are used or what tasks are 

performed in the finance department. Thus, I assume that these characteristic are measurable. 

Epistemology is about how knowledge is acquired (Ryan et al. 2002, 11). Epistemology 

is defined as “the possible ways of gaining knowledge of social reality, whatever it is 

understood to be. In short, claims about how what is assumed to exist can be known” (Blaikie 

2000, 8). The epistemological assumption of a researcher can be positioned on a continuum 

ranging from the assumption that knowledge is transferable and can be gained through 

observation to the assumption that knowledge is highly dependent on the subject who 

experiences things. I take an epistemological standpoint of knowledge being something 

observable and transferable. Hence, the purpose of my thesis is to better understand how 

organizations design MAS in order to help organizations to improve. 
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Figure 1  

The philosophical perspective and the research approach 

 

My ontological and epistemological position naturally evolves into my research 

paradigm. The studies in my thesis belong to the positivistic paradigm. Positivism assumes that 

social phenomena can be studied as facts and that causal relationships between the phenomena 

can be established through testing with empirical data (Lukka 2010, 111). The purpose of a 

positivistic study is to create generalizable inference regarding the common practices from 

empirical observations (Luft and Shields 2014). The choice of the phenomena to study and the 

decision how to study them is determined by objective criteria, for example by studying 

previous literature, rather than by human experiences, beliefs, or interests. The relationships 

between the phenomena are hypothesized based on a logical deduction process taking previous 

evidence into account (Popper 2002, 9–10). The phenomena are then reduced to their simplest 

possible elements and measured using objective quantitative criteria that are independent of 

both, the subject under examination and the researcher (Johnson and Duberley 2000, 47). The 

summary of the main research implications derived from the positivistic paradigm is in Table 

4. 

  

Ontology Epistemology

Research 
question

Methodology 
(research strategy 

and methods)

Knowledge 
claim

What research 
questions 

could be asked

What research 
strategies and 

methods could 
be used

What is 
accepted as 
knowledge 
claim

Philosophical 
perspective

Research 
approach

determines
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TABLE 4 

Research implication of positivism, adapted from Blaikie (1993, 13–17) and Johnson and 

Duberley (2000, 39) 

Implications Description 

Methodological Research conducted using this philosophical approach should be based 
on quantitative data, gathered for example in a survey or an experiments. 
Surveys are superior in terms of allowing for valid generalizations and 
scientific laws. 

Value-freedom The choice of what to study and how to study it should be determined 
by objective criteria rather than human experiences, beliefs or interests. 

Causality Its main aim is to identify causal relationships and fundamental laws 
that explain human behavior. 

Deduction Hypotheses are proposed based on a logical deduction process. 

Operationalization Concepts or variables under study need to be reduced from abstract 
concepts into concrete indicators that are measurable in quantitative 
terms. 

Independence The role of the researcher is independent of the subject under 
examination. 

Reductionism The phenomenon under study is better understood if it is reduced to the 
simplest possible elements. 

 

Lukka (2010, 112) and Merchant (2010, 116–117) argue that positivism is currently the 

dominant research paradigm in management accounting, especially in US. In management 

accounting, the positivist research investigates elements of management practice that are 

common to many firms rather than the unique configuration of specific practices in any single 

firm. Any company unique phenomena are ignored and regarded as noise (Lukka 2010, 112). 

However, context specific variables that can be measured for a larger number of firms (e.g. 

industry, the degree of environmental uncertainty) are collected and statistically controlled for. 

The adopted positivistic paradigm is in line with the purpose of my research. I conducted 

my studies 1) using a quantitative method of survey research and archival data; 2) the 

phenomenon under study has emerged from previous literature; 3) the research hypotheses have 

been proposed in a logical deductive process from existing empirical evidence; 4) the study 

variables have been operationalized using quantitative measures; 5) I, as the researcher have 

played an external observer role with no involvement with the organizations under 

investigation; 6) the phenomenon under study, i.e. the use of strategic management accounting, 

has been reduced and modelled to its simplest possible elements. 
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1.4. Findings of the four studies 

The thesis consists of four research articles. Each of the four articles covers a narrowly 

defined research question, and jointly they address the overall theme of this thesis. Table 5 

provides an overview of the articles, including the theoretical foundation, the main research 

goal, key methodology, and the main findings.  
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TABLE 5 

Overview of the four studies in this dissertation 

Studies First study Second study Third study Fourth study 
 

CFO characteristics, 
CFO power, and 
strategic management 
accounting use 

Strategy and 
innovativeness: the 
mediating role of 
management 
accountants and 
management 
accounting systems’ 
use 

Management 
accounting and 
marketing 
capabilities of firms –  
the role of 
competition 

Organizational life 
cycle and strategic 
management 
accounting: A test of 
the asymmetry of 
misfit-theory 

Purpose To understand how a 
CFO impacts the 
decision to use or not 
to use SMA practices 

To provide 
systematic evidence 
on the role of 
management 
accountants in firms 
following a 
differentiation 
strategy, and their 
impact on the use of 
SMA practices 

To understand how 
the benefits of 
marketing 
capabilities depend 
on the availability of 
management 
accounting 
capabilities and how 
this relationship 
changes with 
competition 

To investigate how 
firms implement 
SMA practices across 
life cycles and what 
are the performance 
consequences of this 
implementation 

Main theory Upper Echelons Levers of Control and 
Role theories 

Dynamic Capabilities 
theory and 
Complementarity 
theory 

Contingency theory 

Key references Hambrick and Mason 
(1984); Hambrick 
(2007); Hambrick 
and Quigley (2014) 

Byrne and Pierce 
(2007); Henri (2006) 

Eisenhardt and 
Martin (2000); 
Morgan and Vorhies 
(2009); Teece (2017) 

Chapman (1997); 
Chenhall (2003; 
2006) 

Sample Firms with more than 
50 FTE and available 
CFO characteristics 
(N = 205)  

Firms with more than 
50 FTE (N = 221) 

Firms with more than 
150 FTE and revenue 
above 10 Mio. €   
(N = 313) 

Firms of all sizes  
(N = 377) 

Data collection Survey 1 and publicly 
available 
biographical data 

Survey 1 Survey 2 and 
Amadeus Database 

Survey 1 

Data analysis Multiple regression 
analysis 

Structural equation 
modeling, cluster 
analysis 

Conditional 
correlation analysis, 
probit regression 
analysis 

Profile deviation 
analysis 

Main findings The impact of a CFO 
depends on both, his 
or her organizational 
power and personal 
characteristics 

Business partner 
management 
accountants use SMA 
practices in a more 
interactive way; this 
use mediates the 
relationship between 
strategy and 
innovativeness 

Marketing and 
management 
accounting 
capabilities are 
complements (only) 
in high competition 
environment 

The SMA adoption 
rates increase 
between the birth and 
revival stages, and 
decrease at the 
decline stage; too 
intensive adoption of 
SMA is not as bad as 
too low adoption of 
SMA 

Notes: FTE = full time equivalent employees 
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1.4.1. First study 

The first article with the title “CFO characteristics, CFO power, and strategic 

management accounting use” is concerned with the determinants of strategic management 

accounting practices (SMA) use by firms. Drawing on the Upper Echelons theory (Hambrick 

and Mason 1984; Hambrick 2007; Hambrick and Quigley 2014) it is argued that SMA use can 

be explained by managerial factors, in addition to organizational factors. The starting point of 

the analysis is a well-documented finding that CFOs have different styles that can be measured 

with objective indicators (Ge et al. 2011). Prior studies relate CFO style to certain accounting 

decisions that are typically made by CFOs (Bamber et al. 2010; Burkert and Lueg 2013; Dyreng 

et al. 2010; Ge et al. 2011; Hoitash et al. 2016; Naranjo-Gil et al. 2009). However, the extant 

results are mixed and it is not clear when the relationship between CFO style and organizational 

decisions exists and when it does not (Carpenter et al. 2004; Menz 2012). 

This article tries to add to the understanding of previous results by testing the idea that 

CFOs could simply vary in the ability to imprint their personal style on organizations. We argue 

that some CFOs are more likely to translate their style into observable organizational decisions 

than others are. Our argument is that CFO’s influence on organizational practices (i.e. style) is 

a function of both: experience (Hambrick and Mason 1984; Hambrick 2007; Hambrick and 

Quigley 2014) and power, which reflects his or her authority to make critical decisions in a firm 

(Finkelstein 1992). We show empirically that in firms with more powerful CFOs there is a 

stronger relationship between CFO characteristics and organizational decisions relative to firms 

with less powerful CFOs.  

To test this idea we measure the use of strategic management accounting practices 

(SMA) in a firm as our dependent variable. SMA is a suitable variable to study the effects of 

CFOs because of two reasons. First, it relates to the design of internal management accounting 

processes that is in the direct responsibility of a CFO; and second, the use of SMA is not 

constrained by external regulations and is hence at CFO’s discretion. 

We use two different data sources. The first source is a survey among 377 firms from 

German-speaking countries (Germany, Austria and Switzerland) with which we measure SMA 

use, CFO power, and other organizational variables. The second source is publicly available 

CFO profiles containing data on personal background, education, and prior work experience. 

We exploited information from various public sources such as annual reports, press releases, 

and company websites. We gathered 205 CFO profiles and merged them with the survey data. 

Hence, the final data set describes 205 firms and their CFOs. 
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This article reports several findings. First, the relationship between CFO characteristics 

and SMA practices is moderated by CFO power. More precisely, CFOs with background in 

accounting and longer tenure are less likely to use SMA practices, while CFOs with MBA are 

more likely to use SMA when their power increases. This result helps to understand 

inconsistencies in prior research. Second, consistent with the organizational power-argument 

(Finkelstein 1992), CFO power is directly related to SMA use. Third, the impact of a CFO 

differs between different types of SMA practices. While the use of planning, market- and 

customer-oriented practices is determined by CFO variables, the use of costing and traditional 

financial measures is primarily driven by organizational factors, such as strategy and size. 

1.4.2. Second study 

The second article with the title “Strategy and innovativeness: the mediating role of 

management accountants and management accounting systems’ use” is concerned with the role 

of management accountants in innovative firms. Previous literature indicates that the role of 

management accountants in firms is changing towards a “business partner” model (Byrne and 

Pierce 2007). This model assumes a greater business orientation of accountants and provision 

of strategic advises and analyses to the management (Byrne and Pierce 2007, 470; Goretzki et 

al. 2013, 41; Lambert and Sponem 2012, 566; Wolf et al. 2015, 25). It has been argued that a 

greater business partner orientation should generate benefits to the firms (Venkatraman 2015) 

but literature is silent on the exact mechanism how this value is actually created. 

Prior research suggests that business partner management accountants use management 

accounting information in a rather interactive way by emphasizing communication and fact-

based decision making (e.g. Bhimani and Keshtvarz 1999). Literature further suggests that the 

interactive use of management accounting information is beneficial in implementation of 

innovative strategies (see Chenhall and Moers 2015 for a review). Could we then expect 

business partner management accountants to be stronger involved in the implementation of 

innovative strategies compared to their bean counter colleagues through the use of SMA 

practices? 

This study is designed to explore the role of management accountants and management 

accounting systems’ use in the relationship between strategy and innovativeness. For this 

purpose I use survey data from 221 firms from German speaking countries. Firm characteristics 

such as strategy and innovativeness were measured with existing scales. To operationalize the 

role of management accountants I applied a cluster analysis to the data measuring the average 
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time allocation of management accountants to various tasks during the year. The relationships 

between the variables were tested with a structural equation model. A three-path interaction 

model was used. 

The results indicate that the relationship between a differentiation strategy and 

innovativeness is sequentially mediated by the business partner role of management 

accountants and their use of SMA practices. The business partner role affects the use of SMA 

practices for decision making and attention focusing purposes. This is consistent with 

management accounting literature arguing that increased innovativeness and less routine tasks 

require a greater involvement of management accountants in managerial decision-making 

(Chapman 1997). I contribute to this line of literature by showing that differentiation strategies 

affect the role of the management accountant, and that business partner management 

accountants use SMA practices in a rather interactive way. 

1.4.3. Third study 

The third article with the title “Management accounting and marketing capabilities of 

firms – the role of competition” has a slightly different perspective than the first two studies. It 

analyses the complementarity relationship between firms’ dynamic capabilities in management 

accounting and marketing in different competitive environments. To the best of my knowledge 

Peters et al. (in press) is the only prior study that takes similar perspective and conceptualizes 

MAS as a dynamic capability. 

In the empirical section, this study departs from the evidence that firms have portfolios 

of capabilities (Morgan et al. 2009a; Vorhies et al. 2009). No other study, however, has 

considered the interplay of management accounting and marketing capabilities. Rather, prior 

literature has focused on the determinants and consequences of dynamic capabilities in isolated 

functional domains, such as management accounting alone (Peters et al. in press). The purpose 

of our study is hence to understand how the two capabilities are related and whether this 

relationship depends on competition. 

Using data from a second survey of 313 German firms enriched with archival data from 

the Amadeus database this study provides evidence that dynamic capabilities in marketing and 

management accounting are complementary related under high level of competition intensity 

but are not related in situations when competition is low. It is also shown that the likelihood of 

having both dynamic capabilities at above average level increases with the competition 

intensity. 
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1.4.4. Fourth study 

The fourth article with the title “Organizational life cycle and strategic management 

accounting: A test of the asymmetry of misfit-theory” studies the performance consequences of 

SMA practices adoption at different life cycle stages of firm development. The theoretical basis 

is provided by the contingency theory (Donaldson 1987; 1995; 2001). The key proposition 

derived from the contingency theory is that there is no universally optimal level of SMA 

practices suitable for all firms in all situations. In contrast, the optimal level of SMA practices 

adoption depends on organizational contingencies, such as the current stage of development. 

Consequently, firms need to adapt their SMA-profile during their lifetime in order to reach high 

performance. Conversely, firms that do not reach the optimal SMA-profile – either by 

implementing too little or too much SMA practices – should have lower performance compared 

to the better-fitted companies. Those companies are said to be in a state of misfit, which means 

that the currently adopted SMA-profile deviates from the theoretically optimal profile. 

Further, recent developments of the contingency theory by Klaas and Donaldson (2009) 

and Luo and Donaldson (2013) suggest that the performance effects of having “too little” and 

“too much” SMA are unequal. While both form of misfit should be detrimental to performance, 

implementing “loo little” SMA should be worse than “too much” SMA (asymmetry of misfit). 

The reason is that the former type of misfit is likely to lead to a lack of management control 

capacity, while the latter type of misfit is “just” a waste of resources that could have been used 

more efficiently – but which is less harmful than lacking management control capacity. 

Hence, the purpose of this article is not only to study the general performance effect of 

the deviation from the theoretically optimal SMA profile, but also to analyze the differences 

between the deviations to both sides of the optimal profile.  

To test the performance consequences of misfit I use the data from the first survey. In 

contrast to the first study, very small firms were not excluded from the sample, so the full 

sample of 377 firms was used in the analysis. The motivation to include all companies in the 

sample was the observation that most of the firms at the beginning of the life cycle were 

relatively small, so the exclusion of these firms would have led to a loss of valuable information 

about recently created firms, which is key to understanding how firms develop over time.  

The analysis proceeded in two steps. In the first step, the adoption rates of SMA 

practices were described using graphs. This analysis revealed that the adoption rates of most 

(but not all) SMA practices increased from the birth stage to the revival stage and then sharply 
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decrease at the decline stage. In contrast, the adoption rate of traditional financial management 

techniques was relatively high at all life cycle stages.  

In the second step of the analysis, the performance consequences of misfit were 

analyzed. For that purpose, a benchmark for SMA practices adoption was estimated based on a 

regression of SMA practices adoption on contextual factors, and then each firm’s deviation 

from that benchmark was related to performance. In order to investigate the asymmetric 

performance effects, both forms of misfit (“too much” and “too little”) were analyzed 

separately. In general, the results support the predictions from Asymmetry of Misfit theory 

(Klaas and Donaldson 2009; Luo and Donaldson 2013) as it was found that across the life cycles 

a lower than predicted adoption of SMA was related to lower performance, while (in most 

cases) the relationship between a higher than predicted adoption of SMA practices and 

performance was not significant. 

1.5. Output and dissemination of research 

My research resulted in a series of conference proceedings and research seminar 

presentations summarized in Table 6. 
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TABLE 6 

Output of research 

Articles Output 

CFO characteristics, CFO power, and 
strategic management accounting use 

Presentation at the 41st EAA Annual 
Congress in Milan, May 30-June 1, 2018 

Presentation at the 2016 AAA Annual 
Conference in New York, August 6-10, 2016  

Presentation at the 8th Conference on 
Performance Measurement and Management 
Control in Nice, September 30-October 2, 
2015 

Presentation at the 2015 ERMAC conference 
in Vienna, May 25-27, 2015 

Strategy and innovativeness: the mediating 
role of management accountants and 
management accounting systems’ use 

Presentation at the research seminar at the 
Vrije Universiteit Amsterdam, October 3, 
2016 
Presentation at the 2016 ERMAC conference 
in Vienna, June 19-21, 2016 

Management accounting and marketing 
capabilities of firms –  
the role of competition 

Presentation at the 2018 ERMAC conference 
in Vienna, June 24-26, 2018 

Presentation at a workshop at the University 
of Groningen, September 27, 2018 

Presentation at the 11th Conference on New 
Directions in Management Accounting in 
Brussels, December 12-14, 2018 

Accepted for parallel session presentation at 
the 42nd EAA Annual Congress in Paphos, 
May 29-31, 2019 

Organizational life cycle and strategic 
management accounting: A test of the 
asymmetry of misfit-theory 

Presentation at ACMAR 2017 in Vallendar, 
March 9-10, 2017 

Presentation at the 39th EAA Annual 
Congress in Maastricht, May 11-13, 2016 

Presentation at the 32nd EAA Doctoral 
Colloquium in Vaals, May 7-10, 2016 

Presentation at a workshop at the Utrecht 
University School of Economics, April 12, 
2016 
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1.6. Summary 

Management accounting systems play a key role in translating an organization’s strategy 

into desired behaviors and results. An appropriate design of a management accounting system 

is essential in achieving that aim. The purpose of this dissertation is to better understand the 

determinants and the consequences of management accounting systems’ design choices. Four 

empirical studies were conducted. In study one we analyze how CFO characteristics explain 

the use of strategic management accounting practices over and above commonly known 

contingency factors. The main finding is that the impact of a CFO on the firm’s use of strategic 

management accounting practices depends on both, his or her organizational power and 

personal background. In study two I continue the investigation of human factors in regard to 

management accounting systems’ design and analyze how the relationship between 

differentiation strategy and innovativeness is sequentially mediated by the business partner role 

of management accountants and their use of management accounting systems. I find that 

business partner management accountants use management accounting systems in a more 

interactive way compared to bean counter management accountants and the interactive way of 

use is positively related to innovativeness. In study three we examine how firms build dynamic 

capabilities in marketing and accounting; and how the decision to build a portfolio of both 

capabilities changes with competition. The analysis reveals that the marketing and management 

accounting dynamic capabilities are complements in high competition environments but are not 

related in low competition environments. Finally, in study four I investigate how firms 

implement strategic management accounting practices across their life cycle and what the 

performance consequences of this implementation are. Two findings are central. First, the 

strategic management accounting practices’ adoption rates increase between the birth and 

revival stages and decrease at the decline stage. Second, firms that adopt strategic management 

accounting practices to a less intensive degree compared to the benchmark experience 

performance losses, while firms that adopt these practices to a higher degree do not.  

In total, these studies provide insights on management accounting systems’ design 

choices (particularly the adoption and use of strategic management accounting practices) and 

some consequences of these choices.  
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Abstract 

We investigate how CFO characteristics and CFO power individually and jointly determine the 

use of strategic management accounting (SMA) practices in firms operating in German-

speaking countries. Combining data from a survey amongst 250 CFOs and hand-collected 

biographical data of 207 CFOs, we find that only CFO power and tenure have direct effects on 

the intensity of SMA use. Other personal characteristics (MBA, age, background in auditing) 

do not have direct effects. Instead, the effect of MBA education and background in auditing is 

moderated by CFO power. This finding suggests that only powerful CFOs are able to imprint 

their personal preferences on the firm’s management accounting. The findings expand our 

understanding of the roles that CFOs play in firms and suggest that ‘you only get who you hire 

when you provide them discretion’. 

Keywords: Upper Echelons; characteristics; strategic management accounting; survey. 

JEL classification: M40, M12, G3 
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2.1. Introduction 

How do CFO characteristics affect the decision to use strategic management accounting 

(SMA) practices in a firm? A well-documented finding within finance and accounting literature 

has been that CFOs have different ‘styles’ (see Plöckinger et al. 2016 for a review in the area 

of financial reporting, and Hiebl 2014 for a review in the area of management accounting and 

control). Empirical evidence suggests that personal characteristics (such as age, education, 

professional background, organizational tenure and prior experience) of a CFO might help to 

explain why certain accounting decisions are made in a firm (Bamber, Jiang, and Wang 2010; 

Burkert and Lueg 2013; Caglio, Dossi, and Van der Stede 2018; Dyreng, Hanlon, and Maydew 

2010; Ge, Matsumoto, and Zhang 2011; Hoitash, Hoitash, and Kurt 2016; Naranjo-Gil, Maas, 

and Hartmann 2009). Style, as described by the Upper Echelons literature (Hambrick and 

Mason 1984; Hambrick 2007; Hambrick and Quigley 2014), is an identifiable pattern of actions 

that results from the executives’ individual interpretations of the situations they face; and these 

individual interpretations are a function of their personality, values, education and experiences. 

Consequently, what CFOs decide is likely to be related to their individual characteristics.  

However, prior evidence on the relationship between CFO characteristics and 

accounting choices is mixed (see Carpenter, Geletkanycz, and Sanders 2004; Menz 2012). For 

example, Bamber et al. (2010) and Brochet and Welch (2011) found that some background 

variables are related to specific reporting decisions, while others are not. Ge et al. (2011) and 

Dyreng et al. (2010) report that a CFO’s background (education, tenure, age and gender) does 

not play a strong role in explaining firms’ accounting choices. In the management accounting 

literature, Burkert and Lueg (2013) document that CFOs with a business-major use value-based 

management practices more intensively than CFOs with a degree in law, engineering, or other 

sciences. Caglio et al. (2018) report a positive effect of CFO tenure and financial expertise on 

reporting quality. Naranjo-Gil et al. (2009) find that CFO characteristics (age, tenure and 

education) affect the use of innovative management accounting practices. While 

methodological differences and different research settings of the studies mentioned above might 

explain some of the differences in findings, it could also be that individual CFOs simply vary 

in their ability to influence the decisions taken in a firm (Hambrick and Quigley 2014, 477; 

Krische 2011, 1186); hence, some CFOs would be more likely to imprint their characteristics 

on a firm than others would. Overall, we have little systematic evidence on how individual CFO 

characteristics affect the design and use of management accounting and control systems 

(specifically: SMA practices; see Naranjo-Gil et al. 2009).   
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The central idea of this paper is that a manager’s impact on organizational practices is a 

function of both previous education and experience (Hambrick and Mason 1984; Hambrick 

2007; Hambrick and Quigley 2014) as well as power – which reflects his or her authority to 

make critical decisions in a firm (Finkelstein 1992). If a manager has no organizational power 

to implement new practices, then any prior education and experience is likely to be irrelevant, 

as that person would have no impact on the organization at all. To test this idea, we explore the 

joint impact of CFO characteristics (background, experience, and education) and CFO power 

on the use of different strategic management accounting practices.  

Strategic management accounting (SMA) practices are defined as the practices that are 

associated with “the provision and analysis of management accounting data about a business 

and its competitors, for use in developing and monitoring business strategy” (Simmonds 1981, 

26). SMA practices are best understood as a generic approach to accounting for strategic 

positioning, defined by an attempt to integrate insights from management accounting within a 

strategic management framework (Roslender and Hart 2003). Examples of well-known SMA 

practices are Activity Based Costing, Target Costing and the Balanced Scorecard. Previous 

literature has shown that firms differ in the degree to which they use SMA practices (Cadez and 

Guilding 2008), and several empirical studies investigate organizational factors that determine 

the use of these SMA practices (Abdel-Kader and Luther 2008; Brown, Booth, and Giacobbe 

2004; Cadez and Guilding 2008; Cinquini and Tenucci 2010). As the decision to use (or not to 

use) certain SMA-practices relates to the design of internal management processes (Brown et 

al. 2004, 335) and is not constrained by external regulations (cf. Krische 2011, 1183), this 

decision is at the individual CFO’s discretion. The CFO is generally in charge of developing 

and operating the organization’s management accounting and control system; therefore, the use 

of SMA practices is likely to depend upon the CFO’s willingness to commit to these practices 

(Naranjo-Gil et al. 2009). In contrast, financial accounting decisions such as financial reporting 

(Caglio et al. 2018; Ge et al. 2011), earnings management (Barua et al. 2010) or tax avoidance 

(Christensen et al. 2014; Dyreng et al. 2010) are constrained by external authorities such as 

auditors and standard setting agencies. 

In this paper, we investigate three related questions: (1) do CFO characteristics affect 

the use of SMA-practices in a firm?; (2) does the power of a CFO affect SMA-practices?; and 

(3) does the power of a CFO moderate the impact of the CFO characteristics on the use of SMA 

practices? We use two sources of information to test our hypotheses. First, we use survey 

responses from 250 CFOs working in German-speaking countries (Germany, Austria and 
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Switzerland).6 From that survey, we obtain the measures for the use of SMA practices, CFO 

power, and several organizational variables. Second, using publicly available biographical data, 

we hand-collect information on CFOs’ background in auditing (work experience in audit firms), 

education in strategic management (MBA education), organizational tenure in current position, 

and age. 

We find that CFOs that are more powerful tend to use SMA practices to a larger extent; 

these results hold over and above previously researched contingency factors (including size, 

industry and strategy type). One reason may be that CFOs that are more powerful require more 

strategic information in order to influence critical decisions in their firms. Longer-tenured CFOs 

tend to use SMA practices to a lower extent. One potential explanation for this finding could 

be that CFOs tend to use a SMA practices in the beginning of their career in an organization to 

a larger extent in order to ‘understand the organization’, initiate new projects and implement 

new initiatives; once they are longer in their position, they prefer security and generally support 

the status quo (Burkert and Lueg 2013; Hambrick 2007). In addition, a background in auditing 

nor an MBA education have a direct effect on the use of SMA practices; instead, the relationship 

between a background in auditing and an MBA education and the use of SMA practices is 

moderated by power. More precisely, the data show that more powerful CFOs with a 

background in auditing are less likely to use SMA practices, while CFOs with an MBA degree 

are more likely to use SMA practices. We further confirm prior finding in literature that CFO 

tenure is negatively related to the use of SMA practices (Naranjo-Gil et al. 2009). 

Our paper provides a number of contributions to the literature. First, we add to the 

growing stream of literature which shows that CFO characteristics are associated with a firm’s 

accounting choices (Bamber et al. 2010; Burkert and Lueg 2013; Caglio et al. 2018; Dyreng et 

al. 2010; Ge et al. 2011; Hoitash et al. 2016). We extend this literature to the management 

accounting domain, which has received little attention in the literature (exceptions are Burkert 

and Lueg 2013; and Naranjo-Gil et al. 2009). Second, we are the among the first to use a more 

                                                 

6  German-speaking countries provide an interesting context for this study. “Controllership” and the use of sophisticated 
management accounting techniques are well developed in these countries (Brandau et al. 2013, 467; Sharman and Vikas 
2004, 28; Wolf et al. 2015, 9), which is documented by a substantial body of literature, in both academic (Burkert and Lueg 
2013) and practitioner journals (Wagenhofer 2006) in German language. Some authors even suggest to “export” various 
SMA-techniques from these countries for use in foreign companies as a way to improve existing management accounting 
systems (Friedl, Küpper, and Pedell 2005, 56; Sharman and Vikas 2004, 35). On the other hand, historically German 
management accountants seemed to be less involved in the overall decision-making processes within their companies 
compared to their British counterparts (Ahrens 1997, 582–83). Recent evidence suggests, however, that controllers and 
CFOs in German-speaking countries start to take a more active role as business partners (cf. Wagenhofer 2006, 15; 
Weißenberger and Angelkort 2011, 162; Wolf et al. 2015, 2). Thus, the focus on German-speaking countries is well suited 
to the purpose of this study. 
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direct measure of power – an important moderator suggested by the Upper Echelons literature 

(Hambrick 2007) – to explain the variations in the degree to which CFOs imprint their 

characteristics on firms. Previous studies have used rather rough proxies for power, including 

expertise (Ge et al. 2011), responsibility for IT (Hiebl et al. 2017), or board membership 

(Bedard et al. 2014). We draw on organizational literature (Finkelstein 1992; House 1991; 

Salancik and Pfeffer 1977) to develop a new instrument to measure power, which is 

conceptualized and operationalized as the degree to which a CFO is able to exert his or her will 

on a series of strategic and operational decisions in a firm. Finally, we extend the literature on 

the organizational consequences of managerial power (e.g. Brass and Burkhardt 1993; House 

1991; Finkelstein 1992; Salancik and Pfeffer 1977) by providing empirical evidence on how 

the impact of CFO characteristics on the use of SMA practices varies with CFO power in firms 

in German-speaking countries.  

The reminder of the paper is structured in the following way. In section 2.2 prior 

literature is reviewed and the hypotheses of this study are developed. Research design is 

presented in section 2.3 and results in section 2.4. Section 2.5 contains discussion and 

conclusions, followed by limitations and implication of this study. 

2.2. Literature review 

2.2.1. Strategic management accounting practices 

As indicated previously, strategic management accounting (SMA) practices are defined 

as the practices that relate to “the provision and analysis of management accounting data about 

a business and its competitors, for use in developing and monitoring business strategy” 

(Simmonds 1981, 26). The use of SMA practices enables firms to manage their competitive 

position by analyzing companies’ financial and operational data (such as product costs) and to 

develop and improve business strategies to better compete in the markets (Bromwich 1990, 28). 

Prior literature provides several comprehensive overviews of SMA practices; some of the most 

known SMA practices include Activity Based Costing, Balanced Scorecard, benchmarking and 

customer profitability analysis (e.g. Cadez and Guilding 2008; Davila and Foster 2007; 

Guilding, Cravens, and Tayles 2000; Hoque 2011; Roslender and Hart 2003). In this paper we 

follow previous literature and focus on the practices summarized in Table 7.  

Firms differ in the number of SMA-practices that they use at a given point in time 

(Chenhall 2003). Prior literature has investigated how environmental and organizational factors 

affect the use of SMA practices (Cadez and Guilding 2008; Cinquini and Tenucci 2010); some 
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of the factors identified in this literature are uncertainty, strategy, organizational structure, and 

size. The central assumption of this literature is that firms rationally adapt to their contingencies 

in order to sustain competitive advantage (Donaldson 1996, 63–64). Consequently, contingency 

factors determine the organizational need for SMA practices. If the adaptation to contingency 

factors is the primary determinant of SMA practices, it is likely that there will be no association 

between CFO characteristics and SMA practices as organizations would adjust their SMA 

practices depending on their contingencies – irrespective of the CFO – or disappear from the 

market otherwise.7 A competing idea posits that organizations do not take “rational decisions” 

by themselves but that it is ultimately the manager (i.e., the CFO) who implements any SMA 

practice (see Burkert and Lueg 2013; Naranjo-Gil et al. 2009).  

TABLE 7 

Strategic management accounting practices 
SMA technique Description References 

Activity Based 
Costing 

A cost allocation method that assigns 
direct and indirect costs (e.g. overhead or 
common infrastructure) to units or 
products based on basic activities 
performed by these units or needed to 
produce a product. 

Anderson (1995); Bamber and 
Hughes II (2001); Cohen, Venieris 
and Kaimenaki (2005); Foster and 
Swenson (1997); Gosselin (1997); 
Kaplan and Anderson (2004); 
Kaplan et al. (2014); Kallunki and 
Silvola (2008); Shank and 
Govindarajan (1993) 

Benchmarking 
A structured comparison of organizational 
measures against a standard. 

Anand and Kodali (2008); Noël 
(2014); Shamma and Hassan 
(2013) 

Brand valuation 

The financial valuation of a brand through 
the assessment of brand factors such as 
leadership, stability, market, 
internationality, trend, support, and 
protection combined with historical brand 
profits. 

Cravens and Guilding (1999; 
2000; 2001); Ginevičius and 
Gudačiauskas (2004); Günther 
and Kriegbaum-Kling (2001); 
Haxthausen (2009); Murphy 
(1990); Salinas and Ambler 
(2009) 

 

                                                 

7  Several papers in economics, finance and accounting analyze related questions. For example, a classical assumption in 
economics is that individuals are rational optimizers, so there is no role through which individuals could exert idiosyncratic 
influence on corporate decisions (Bamber et al. 2010, 1132). If it takes a certain type of individual to rise to the top of a 
firm, then managers are homogeneous or close substitutes for one another (Bertrand and Schoar 2003, 1173). Alternatively, 
even if there are significant differences across managers, none of this translates into actual corporate policies because a 
single person cannot easily affect these policies (Bamber et al. 2010, 1134; Bertrand and Schoar 2003, 1173; Cronqvist, 
Makhija, and Yonker 2012, 21). As a result, firms operating in similar industries and in similar circumstances would make 
similar decisions so we would not expect individual managers to matter for corporate decisions (Bertrand and Schoar 2003, 
1173). 

(This table is continued on the next page) 
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SMA technique Description References 

Competitive 
position 
monitoring 

Analysis of competitor’s market position by 
assessing and monitoring trends in 
competitor sales, market share, volume, unit 
costs, and return on sales. This information 
can provide a basis for the assessment of a 
competitor’s market strategy. 

D'Aveni (2007); Simmonds 
(1986) 

Customer lifetime 
value analysis 

Calculation of the monetary value of a 
customer during his or her customer 
relationship with the firm. The practice 
accounts for revenue generated with a 
customer, as well as for customer 
acquisition and retention costs. 

Borle, Singh and Jain (2008); 
Blattberg, Malthouse and Neslin 
(2009); Chang (2011); Gupta et 
al. (2006); Kumar, Venkatesan, 
Bohling and Beckmann (2008); 
Shank (2006) 

Customer 
profitability 
analysis 

Calculating profit earned from a specific 
customer. The profit calculation is based on 
costs and sales that can be traced to a 
particular customer. This technique is 
sometimes referred to as ‘‘customer 
account profitability”. 

Chang (2011); Guilding and 
McManus (2002); Foster and 
Gupta (1994); van Raaij (2005); 
van Triest (2005) 

Integrated 
performance 
measurement and 
the Balanced 
Scorecard 

A performance measurement system that 
includes a broad number of key 
performance indicators, both financial and 
non-financial. 

Chenhall (2005); Kaplan and 
Norton (1992; 1996a/b; 2006); 
Libby, Salterio and Webb (2004) 

Kaizen costing 
("continuous 
improvement", 
"lean 
management") 

Ongoing efforts to minimize costs of 
existing products or services through 
learning and (production)process 
improvement over the entire life-cycle of a 
product or a service. 

Burrows and Chenhall (2012); 
Modarress, Ansari and 
Lockwood (2005); Monden and 
Hamada (1991) 

Product life cycle 
costing 

Calculation of costs of a product at different 
life stages of a product. These stages may 
include development, production, usage and 
maintenance and eventually abandonment. 

Asiedu and Gu (1998); Buxel, 
Esenduran and Griffin (2015); 
Cole and Sterner (2000); Dunk 
(2004); Kleyner and Sandborn 
(2008); Newnes et al. (2008); 
Shank (2006); Sherif and 
Kolarik (1981); Wübbenhorst 
(1986) 

Target costing 

A method used during product development 
that involves estimating a cost of a product 
by subtracting from an estimated product 
price a desired profit margin. The result is a 
maximum allowed product cost. The 
product is then designed to meet that cost. 

Burrows and Chenhall (2012); 
Cooper and Slagmulder (1999); 
Kee and Matherly (2013); 
Monden and Hamada (1991); 
Shank (1999); Zengin and Ada 
(2009); Zimina, Ballard and 
Pasquire (2012) 

Value-chain 
costing 

An activity-based approach where costs are 
allocated to activities along a value chain of 
products or services. 

Dekker (2003); Shank and 
Govindarajan (1992; 1993) 

Value-based and 
residual income 
measures (e.g. 
ROCE, EVA®) 

Financial performance measures 
representing the profitability of an 
investment, after accounting for the costs of 
capital (both debt and equity).  

Chakrabarti (2000); Sharma and 
Kumar (2010) 

TABLE 7 (continued) 
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2.2.2. Upper Echelons theory and CFO-power 

The Upper Echelons literature argues that top managers affect organizational outcomes 

by influencing the strategic decision-making in a firm (Hambrick and Mason 1984; Hambrick 

and Finkelstein 1987; Hambrick 2007; Hambrick and Quigley 2014). However, managers differ 

in the degree to which they are able to influence organizational decision-making. In some firms, 

the CFO will be involved in all the major decisions;  in other firms, the CFO is likely to be 

consulted only when details on financial information are needed (cf. Chang et al. 2014, 4; 

Graham et al. 2015). The degree to which a CFO is involved in the decision-making processes 

will at least partially reflect his or her organizational power (House 1991, 29). Power is defined 

as the capacity of a person to exert her will in an organization (Finkelstein 1992, 506). Thus, 

power is directly related to the possibility of influencing decisions (Salancik and Pfeffer 1977, 

4). 

We argue that CFO-power is a relevant determinant of the use of SMA practices in 

firms. In fact, Upper Echelon theory suggests (Finkelstein 1992, 531; Hambrick 2007, 336; 

Hambrick and Quigley 2014, 488) and empirical evidence indicates (Abernethy and Vagnoni 

2004; Adams, Almeida, and Ferreira 2005; Combs et al. 2007; Lisic et al. 2013; Minguez-Vera 

and Martin-Ugedo 2010; Westphal and Zajac 1995) that the power of an executive is one of the 

central variables determining organizational practices. For example, Adams et al. (2005) report 

that CEO-power is related to the variability in stock returns, which they interpret as a sign that 

CEOs that are more powerful have a greater influence on firms’ outcomes. Cheng et al. (2014) 

show that powerful CEOs adversely influence the board oversight ability, leading to a greater 

probability of financial restatements. Westphal and Zajac (1995) show that powerful CEOs 

influence the selection process of the board members and subsequently receive higher 

compensations. 

While the importance of “power and politics” has been previously recognized in 

management accounting research (e.g. Abernethy and Vagnoni 2004), no empirical literature 

exists of which the authors are aware on the relationship between CFO-power and the use of 

SMA practices. Several authors have suggested that this relationship is likely to exist (Berry et 

al. 2009; Chua 1995). For instance, Berry et al. (2009, 10) theorize that the use of management 

accounting innovations is driven by various actors who are interested in maintaining or 

improving their influence in an organization. In the same vein, Chua (1995, 114) posits that the 

use of SMA practices is a process of knowledge production, which is as much about power as 

it is about “truth” behind the figures. In her view, SMA practices are used by organizational 
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members to persuade others and to “help legitimize the authority of certain experts” (Chua 

1995, 114).  

Similar ideas can be found in the leadership and organizational literature suggesting that 

power can take the form of, and be maintained by, the use of expert knowledge and information 

systems (House 1991; Salancik and Pfeffer 1977). For example, House (1991, 44) points out 

that, “Individuals who possess expertise or who control critical resources or information, or 

individuals in positions of authority, are not only in a position to assert power successfully, but 

are also in a favored position to maintain and increase their current level of power.” Similarly, 

Salancik and Pfeffer (1977, 18–19) argue that powerful organizational members have the 

potential to establish procedures that will further strengthen their expert position and limit the 

potential power of others without the access to these systems. Salancik and Pfeffer (1977, 19) 

expect powerful managers to institutionalize their power by introducing information systems 

providing them information to be in a better position to interpret various problems arising in an 

organization, regardless of how realistically they may, in fact, do so.  

Finally, CFOs have significant fiduciary responsibilities for reporting firms’ financial 

results, yet also participate in decision-making as members of the senior executive team much 

like other executives (Caglio et al. 2018, Indjejikian and Matejka 2009). The “fiduciary role” 

has been associated with CFOs focusing on fulfilling fiduciary obligations by concentrating on 

such tasks as reporting, compliance, budget management, accounting, financial planning, and 

external reporting (Chang et al. 2014). Literature has amplified the need for the CFOs to move 

beyond these traditional activities by focusing greater attention on performance management 

efforts that increase shareholder value and by becoming strategic business partners to the CEO 

(Chang et al. 2014; Wolf et al. 2015). The CFO’s contribution as a business partner can range 

from providing strategic insight and analysis to support the CEO, board of directors, or other 

senior managers to playing an active role in defining and developing the strategy of the 

organization (Chang et al. 2014, 4). Literature suggests (Aier et al. 2005; Datta and Iskandar-

Datta 2014; Goretzki et al. 2013) that CFOs (should) become key players in shaping and 

executing corporate strategy, strategic planning, implementing information technology 

initiatives, and managing associations with venture capitalists and investors. 

If CFOs become more influential in operational and strategic decision-making (i.e., 

obtain more power within the firm), they are also likely to turn towards the implementation and 

use of SMA practices to support such decisions. The overall conclusion from this literature is 
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that powerful CFOs are likely to emphasize the use of SMA practices in order to maintain or 

further strengthen their position in an organization. This results in our first hypothesis: 

HYPOTHESIS 1. More powerful CFOs are likely to use SMA practices to a higher  

   degree. 

2.2.3. CFO-characteristics 

Upper echelons theory suggests that observable demographic characteristics of 

managers reflect key formative experiences that are associated with their unique cognitive 

styles and values (Bamber et al. 2010). The theory acknowledges that individual top managers 

heavily influence organizational structures and administrative complexity. For example, 

Hambrick and Mason (1984, 199) mention formal planning systems, complexity of structures 

and coordination devices, budgeting detail and incentive compensations schemes as important 

management accounting and control practices that can be influenced by upper echelons. 

Similarly, Malmi and Brown (2008, 294) indicate that organizational controls can be changed 

by managers. As the cognitive base and values of top managers are difficult to observe, 

Hambrick and Mason (1984) suggest that demographic characteristics such as education, 

functional career track and age, should be used as proxies for experience and values instead. 

Following previous literature (Bamber et al. 2010; Caglio et al. 2018; Ge et al. 2011; Naranjo-

Gil et al. 2009), we focus on the role of observable demographic characteristics of managers’ 

backgrounds since theory suggests that ‘an emphasis on background characteristics, rather than 

psychological dimensions, seems essential’ (Hambrick 2007, 335; Hambrick and Mason 1984, 

196). Specifically, we focus on education, functional background, organizational tenure and 

age as these have been identified in previous literature as key characteristics that are likely to 

affect the decisions of the CFO (e.g. Burkert and Lueg 2013; Ge et al. 2011; Naranjo-Gil et al. 

2009).  

2.2.3.1. Education 

Upper echelons theory suggests that previous experience and education have an effect 

on managerial decision-making (Hambrick and Mason 1984). Previous research indicates that 

managers that hold an MBA degree will develop different styles than those without such 

educational backgrounds (Bamber et al. 2010). MBA education may affect managerial 

decision-making either through human and social capital accumulation or because of a selection 

effect (Bertrand and Schoar 2003). In addition, most MBA programs have a focus on strategy 
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design and implementation (i.e., on operational and financial decisions; Bamber et al. 2010); as 

a result, CFOs with an MBA degree are likely to focus on strategic issues for which SMA 

practices may be useful. Bertrand and Schoar (2003) provide some evidence that managers with 

MBAs make more aggressive resource allocation decisions. In addition, Graham and Harvey 

(2001) find evidence that CFOs with an MBA use more sophisticated valuation practices, 

suggesting that MBA education provides access to more sophisticated management practices 

(which may include SMA practices). Similarly, Burkert and Lueg (2013) find that CFOs with 

an educational background in business are more likely to use value based management 

practices. As SMA practices provide strategically relevant information and CFOs with an MBA 

education are likely to be less concerned with the ambiguity, lack of formalization and riskiness 

of this information, it is likely that they will use SMA practices to a larger extent. Formally 

stated: 

 HYPOTHESIS 2A. CFOs with an MBA education are more likely to use SMA practices.  

2.2.3.2. Functional background  

A manager’s primary functional career track is likely to affect his/her choices because 

‘career experiences partially shape the lenses through which they view current strategic 

opportunities and problems‘ (Hambrick and Mason 1984, 200). Socialized in their functional 

area’s mindset, managers tend to converge on solutions to common business problems (Bamber 

et al. 2010). Empirical research confirms that managers pursue strategies in line with their own 

functional expertise (Jensen and Zajac 2004; Naranjo-Gil et al. 2009). Previous research 

suggests that individuals in technical financial functions are more conservative and less tolerant 

of ambiguity (Bamber et al. 2010), less risk averse (Ge et al 2011; Hoitash et al. 2016), and 

more thorough (Hambrick and Mason 1984). These characteristics are more likely to be 

associated with CFOs with a background in auditing, which focuses on verifying information 

and reducing risk (Eilifsen et al. 2001). Considering that the use of SMA practices generally 

involve the use of non-financial and forward looking information (i.e. more ambiguous 

information), is pro-active, unprogrammed and based upon approximations, and is not 

constrained by existing information systems not build upon (financial reporting) conventions 

(Lord 2007), it is less likely that managers with a background in auditing will use SMA-

practices. This results in the following hypothesis:  

 HYPOTHESIS 2B. CFOs with a background in auditing are less likely to use SMA  

      practices. 
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2.2.3.3. Organizational tenure 

Tenure is another major executive-related variable indicating the openness to use new 

systems. Upper Echelons literature stresses that executives are more likely to employ new 

management practices or to initiate strategic change8 in early stages of their career (Burkert and 

Lueg 2013; Naranjo-Gil et al. 2009). In addition, short-tenured managers may be more open to 

questioning and experimenting with new management practices (Miller 1993, 646). Supporting 

evidence exists: Burkert and Lueg (2013) found a negative association between CFO tenure 

and the use of value-based management practices, while Naranjo-Gil, Maas, and Hartmann 

(2009) found a negative relationship between CFO tenure and the adoption of three SMA 

practices (ABC, BSC, benchmarks). In contrast, long-tenured executives often stick to their 

established management practices that they know best and that supported them in the past in 

achieving and defending their current position (Miller 1993). Consequently, long tenured CFOs 

are more likely to use a limited set of SMA practices that proved to be most valuable for them 

(Burkert and Lueg 2013, 7; Naranjo-Gil, Maas and Hartmann 2009, 676). Hence, we propose 

the following hypothesis: 

 HYPOTHESIS 2C. CFOs with longer organizational tenure are less likely to use SMA  

     practices. 

2.2.3.4. Age 

Age is another variable affecting the use of SMA practices. With increases in age, the 

openness to innovation seems to decline as people become more conservative and risk averse 

(Wiersema and Bantel 1992, 97; Young, Charns and Shortell 2001, 938). Younger CFOs will 

be more likely to take risks and adopt and use relatively new management practices that might 

improve their standing in an organization (Naranjo-Gil, Maas and Hartmann 2009, 675; 

Wiersema and Bantel 1992, 97). Studies that have examined the relationship between age and 

the use of advanced management practices report a negative effect of age (Naranjo-Gil, Maas 

and Hartmann 2009; Young, Charns and Shortell 2001). Therefore, we theorize:  

 HYPOTHESIS 2D. CFOs that are close to retirement are less likely to use SMA  

      practices. 

                                                 

8  SMA practices are not commonly used as they are not part of the financial accounting and reporting system 
(Nixon and Burns 2012; Langfield-Smith 2008), suggesting that CFOs have to spend considerable efforts in 
order to ascertain the adoption and use of SMA practices in their organization.  
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2.2.4. Interaction effects of CFO-characteristics and CFO-power  

In addition to the direct effects of CFO characteristics, we also predict that CFO-power 

will moderate the effect of these CFO characteristics on the use of SMA practices. We argue 

that high levels of power will enable a CFO to imprint his or her characteristics to a larger extent 

on the organization. The reason is that powerful CFOs are more likely to be successful in 

managing their agenda due to their ability to gain access to resources and influence others in 

the organization to support their initiatives (Chenhall and Langfield-Smith 1998a, 378; Salancik 

and Pfeffer 1977, 4; Smith et al. 2006, 623). If power is an indicator for the ability of a CFO to 

successfully manage his or her agenda in an organization, then we expect to observe significant 

interaction effects between power and CFO characteristics on the use of SMA practices. This 

is reflected in our last hypothesis:  

HYPOTHESIS 3. CFO-power moderates the relation between CFO characteristics and  

 the use of SMA practices.  

The conceptual model is presented in Figure 2. 

 
Figure 2 Conceptual model 
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2.3. Research method 

2.3.1. Sample and data collection 

We build a unique database containing personal profiles of CFOs working in firms from 

different industries in Germany, Austria, and Switzerland. In this study a “firm” is a fully 

autonomous entity or a subunit of a larger company. Similar to Indjejikian and Matejka (2009), 

we place the CFO at either the corporate level or business unit level. Consistent with prior 

management accounting research in this area (e.g. Hoque 2011) and given the research focus, 

the firms need to have at least 50 employees to be included in this study. This threshold was 

chosen in order to make sure that the firms were large enough to ensure that a need for SMA 

exists. Further, following common research conventions we exclude companies from the 

financial sector (e.g. Burkert and Lueg 2013; Güner, Malmendier, and Tate 2008; Wolf et al. 

2015). We start to build our database with an address list of 1,853 CFOs from firms that satisfied 

our selection criteria, which are the target population of this study. To achieve a high response 

rate we did the following. We contacted all 1,853 CFOs with personalized emails and asked 

them to participate in the study. 648 CFOs agreed to participate and subsequently received 

another email containing a printable version of the survey that could be faxed back to us and a 

link to the online version of the survey (www.cfostudy.org). Further, similar to Burkert and 

Lueg (2013) we offered telephone support in completing the questionnaire. Several reminder 

letters were sent out to those who had not answered. With these measures, we achieved the 

response rate of 39 percent, calculated as the number of usable returned questionnaires divided 

by the total number of questionnaires sent. In total, 250 complete questionnaires were returned, 

which we used in the subsequent analysis. The sample is quite broad and diverse. Table 8 shows 

the sample distribution by industry.  

TABLE 8 

Firms per industry in the sample (based on US Standard Industrial Classification) 
Industry N % 
Manufacturing 109 44% 
Services 78 31% 
Transportation & public utilities 31 12% 
Wholesale trade 10 4% 
Retail trade 8 3% 
Construction 8 3% 
Public administration 5 2% 
Mining 1 0% 
Total  250 100% 
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The firms differ widely in size (Table 9). The largest firm in our sample has a revenue 

of 73.7 billion € per year with more than 400 thousand employees, while the smallest firm has 

just 3 million € revenue with 50 employees. The median size is 393 employees with 85 million 

€ revenue per year. Most of our data are from firms operating in Germany (78 percent), followed 

by Austria (16 percent) and Switzerland (6 percent). The respondents tenure in their current 

position is on average 4.1 years, suggesting that they have an adequate understanding of the 

organizational characteristics and the SMA-practices in their firms. 

TABLE 9 

Firm revenue and FTE per country 
Country N Average 

revenue  
(€ mn.) 

Average 
FTE 

Median 
revenue  
(€ mn.) 

Median FTE 

Austria 40 178 692 58 263 
Switzerland 15 1,513 4,810 660 1,500 
Germany 195 2,019 8,353 85 400 
Total 250 1,692 6,915 85 393 

Notes: FTE = Full time equivalent employees 

 

To check for potential non-response bias we compared the distribution of the CFO 

categorical variables (accounting background, M.B.A.) and the means of the continuous 

variables (CFO age, tenure, power, and SMA-use) of the late and the early respondents. The 

first 20 percent and the last 20 percent of respondents were used as surrogates for early and late 

respondents, respectively. There were no significant differences (at five percent confidence 

level) in the distributions/means of the early and late respondents, except for the CFO age. On 

average, the CFOs in the late respondents group are three years older than CFOs in the early 

respondents group. In total, it appears that non-response bias is not a major concern in this 

sample. 

2.3.2. Measurement instruments 

Where possible, we used existing survey instruments for the development of the 

questionnaire. Next, the questionnaire was translated to German.9 We pre-tested the instrument 

                                                 

9  Special attention was devoted to the translation of the survey items from English to German. First, an English version of 
the survey based on existing instruments was developed. Then, we translated each item into German and asked three 
academics to translate the German items back into English. Then, we compared the original (English) version of the items 
with the back-translation and checked whether the items asked a similar question. Corrections were made to the German 
items and the back-translation was performed several times, until all readers agreed that there were no major differences 
between the original and back-translated versions. 
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by asking four academic and eight financial managers to complete the questionnaire and to give 

us their feedback. This has led to some minor adjustments in the original survey design. 

2.3.2.1. SMA 

The dependent variable is strategic management accounting use (USESMA). To 

operationalize USESMA we used an approach similar to Cadez and Guilding (2008). Based 

upon existing literature (Cadez and Guilding 2008; Davila and Foster 2007; Guilding et al. 

2000; Hoque 2011; Libby and Waterhouse 1996), we decided to provide a parsimonious list of 

12 commonly used SMA-techniques (see also Table 7). Respondents have been asked to 

indicate whether the technique is available within their firm, and if so, to what extent it is used. 

The answer was coded “0” if a technique was not available; if a technique was available, the 

answers were coded on a scale ranging from 1 (“Not used”) to 4 (“Very often used”). The 

variable USESMA is a formative scale that was calculated as the sum of the scores from all 12 

SMA-techniques.  

In addition to our primary research question, we are interested in whether the different 

SMA-techniques are used similarly within a firm. To identify specific patterns in the use of the 

different SMA-techniques, we use principle component analysis (PCA reported in Table 10). 

The PCA reveals four independent factors with eigenvalues greater than one explaining 68 

percent of the total variance. The factor loadings after applying orthogonal rotation are used to 

classify SMA-practices in four categories: i) planning, control and performance measurement 

(USEPLAN); ii) costing (USECOST); iii) product and market oriented analysis (USEPROD); 

iv) customer analysis (USECUSTOM). The Cronbach’s α of the resulting factors range from 

0.74 to 0.84. Based on the PCA results, we calculated four factors by summing the scores of 

the items associated with each PCA component to obtain more insight into the use of these 

categories amongst different firms and CFOs.  

Finally, we also measured the use of i) traditional financial measures, ii) cash flow 

analysis and iii) budgets as a baseline for the SMA use. Principal component analysis (not 

reported) showed that all three items load on one factor. The resulting variable USEFIN was 

calculated as the sum of three items, Cronbach’s α is 0.65. 
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TABLE 10 

Principal component analysis with orthogonal rotation of the 12 items related to SMA-use 
 Items USEPLAN USECOST USEPROD USECUSTOM 

Integrated performance 
measurement 

0.76 0.16 0.05 0.20 

Kaizen costing 0.75 0.13 0.12 0.11 
Benchmarking 0.71 0.09 0.17 0.00 
Value-based and residual 
income measures 

0.71 0.28 0.14 -0.06 

Value-chain costing 0.20 0.79 0.07 0.18 
Activity based costing 0.15 0.76 0.19 0.07 
Target costing 0.21 0.76 0.05 0.11 
Brand valuation 0.10 0.22 0.83 0.13 
Product life cycle costing 0.18 0.34 0.77 0.07 
Competitive position monitoring 0.17 -0.13 0.73 0.18 
Customer profitability analysis 0.02 0.13 0.10 0.92 

Customer lifetime value analysis 0.17 0.18 0.25 0.85 

Cronbach’s α 0.76 0.76 0.74 0.84 
 
Notes: Rotation Method: Varimax with Kaiser Normalization. Factor loadings above 0.6 are 

in bold letters; USEPLAN = Planning, control and performance measurement; USECOST = 

Costing techniques; USEPROD = Product and market oriented analysis; USECUSTOM = 

Customer analysis 

2.3.2.2. CFO-power 

Similar to prior literature (Finkelstein 1992; Preston et al. 2008), CFO-power is 

conceptualized as a reflective construct representing the degree to which a CFO is able to exert 

his or her will in an organization by influencing a broad range of decisions in a firm.10 As no 

instrument existed that would satisfy our purpose, we developed a new instrument by adopting 

the items previously used by Finkelstein (1992) and Preston et al. (2008). We followed the 

survey development and testing procedures described by Leeuw, Hox, and Dillman (2008) and 

created an eight item-instrument that was found to deliver appropriate results in the pilot study 

(a copy of the instrument is provided in the appendix). In our main survey, we asked the 

respondents to indicate how much influence the CFO has on eight items representing different 

decision-making areas in their firms. All items were scored on a scale ranging from 1 (“no 

influence”) to 5 (“very strong influence”). Principal component analysis reveals one factor with 

                                                 

10  This measure is closely related to the concept of the delegation of decision rights (e.g. Abernethy, Bouwens, and van Lent 
2010; Hoque 2011; Moers 2006) as it captures the degree to which a CFO is equipped with the authority to make critical 
decisions in a firm. We thank Frank Moers for this comment. 
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an eigenvalue greater than one that explains 52 percent of the total variance. The factor loadings 

of the eight items range from 0.60 to 0.80. Given that all items appear to measure one underlying 

construct, POWER is computed by averaging the scores of the eight items. The Cronbach’s α 

of this construct is 0.86. 

2.3.2.3. CFO-characteristics 

To measure functional and educational experience of CFOs we hand-collected 

biographical data from different sources such as Lexis-Nexis database, company webpages, 

linkedin.com, and other online career sites. We obtained data on whether a CFO has worked in 

audit firms (and if so, how many years) and whether a CFO has an MBA. The dummy variable 

AUDIT representing whether a CFO has worked in an audit firm was set to “1” if a CFO has 

worked at least one year in an audit firm and “0” otherwise. The variable MBA_ED representing 

MBA education was set to “1” if a CFO has attained an MBA. degree and “0” otherwise. 

Further, we measured CFO’s tenure in current position and age. The variable TENURE was 

calculated as number or years a CFO has served in his or her current position in a firm. We 

calculate a binary variable RETIRE that is set to “1” if the CFO is close to retirement (60 years 

old or above). We were able to collect 207 complete profiles that we merged with the survey 

data from 250 firms.  

2.3.2.4. Other controls 

Several organizational factors are used as control variables in this study. The first factor 

is strategy which is an important variable influencing management control practices (Hax and 

Majluf 1991, 93; Roth, Schweiger, and Morrison 1991, 370). Strategy has been operationalized 

applying the Porter’s (1980) differentiation/cost-leadership typology and using an adopted 

instrument from Chenhall and Langfield-Smith (1998b) and Chenhall (2005). Factor analysis 

reveals two different factors which we label DIFF (Cronbach’s α = 0.79) and COST 

(Cronbach’s α = 0.72).11 Size is also an important determinant of SMA in organizations (Cadez 

and Guilding 2008). For instance, large organizations are more complex than small ones, so the 

need for more sophisticated management practices is likely to increase with size (Chenhall 

2003, 149; King, Clarkson, and Wallace 2010, 44). Further, large companies are more likely to 

have dedicated personnel and resources to further develop these practices (Walsh and Dewar 

                                                 

11  Considering the results of the pilot study, we used seven out of 11 items from Chenhall and Langfield-Smith (1998b) and 
Chenhall (2005) with some minor changes in wording.  
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1987, 224). The respondents were asked to indicate the number of full time equivalent 

employees at the end of 2013 and revenue in 2013. The variable SIZE was calculated as the 

average of the natural logarithm values of the two variables. 

Further, we control for organizational structure. Structure is measured as the degree of 

centralization (CENTR) and formalization (FORM) with eight items from previous literature 

(Deshpande and Zaltman, 1982; Richardson et al., 2002). PCA delivers two distinct factors 

explaining 71 of the variance. To calculate CENTR and FORM the items associated with each 

factor were averaged. The Cronbach’s α values of the resulting factors are 0.87 and 0.82, 

respectively. 

Another variable that is likely to affect SMA is environmental uncertainty. Schulz, Wu, 

and Chow (2010) argue that SMA practices are most useful in uncertain environments. 

Uncertainty is measured with an eight-item instrument adopted from Hoque (2004; 2005). 

Principal component analysis with orthogonal rotation revealed one component explaining 34 

percent of total variance. To calculate UNCERT the eight items were averaged. The resulting 

Cronbach’s α is 0.71. 

Lastly, we control for industry effects (Messner 2016) and calculated four dummy 

variables that were respectively set to “1” if the firm’s main competitive market was in 

manufacturing (MFTG), service industries (SERV), IT and telecommunication (ITTC), or 

pharma and science (PHARM), and “0” otherwise. These industries jointly represent 89 percent 

of the firms in our sample.  

2.4. Results 

2.4.1. Descriptive statistics 

Table 11 presents summary statistics for the main variables. All variables are well 

distributed along the respective scales, except for USEFIN – which is skewed towards higher 

values and has lower standard deviation. This observation suggests that most of the firms use 

traditional financial performance measures to a relatively high degree with a lower variation in 

its intensity of use, compared to other SMA practices. Table 12 gives the correlation matrix. 

From this table we observe the correlation between RETIRE and SIZE and the correlation 

between RETIRE and TENURE. These correlations suggest that CFOs with greater experience 

seem to work in larger firms and are closer to retirement. Furthermore, the Pearson correlations 

between the four sub-categories of the SMA (USEPLAN, USEPROD, USECUSTOM, 
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USECOST) are significant and highly positive (between 0.24 and 0.45). Apparently, the 

different SMA-practices are not mutually exclusive, and these bivariate correlations indicate 

that if an organization intensifies its use of a specific SMA-technique, it is likely to intensify its 

use of the other practices as well. This observation might reflect differences in management 

approaches across organizations. For example, a “tool-driven” versus a more intuitive approach 

to management. It is also possible that these correlations indicate the existence of spillover 

effects. For instance, if an organization gains experience in implementing and using one SMA-

technique (e.g. Activity Based Costing), this organization is likely to be more open towards the 

introduction of other SMA-practices (e.g. Kaizen costing or Benchmarking). It is important to 

say that the four sub-categories of SMA are distinct formative constructs that represent the use 

of different SMA-practices. Since these constructs are used as alternative dependent variables 

in our additional analyses, there are no multicollinearity concerns associated with these 

correlations (Cohen et al. 2009, 419). 
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TABLE 11 

Descriptive statistics of the main variables 

  N 

Theoretical 

range Minimum Maximum Mean 

Std. 

Deviation 

CFO has a MBA 250 0 or 1 0 1 0.14 0.35 

CFO worked in audit firms 207 0 or 1 0 1 0.16 0.37 

Years working in audit firms 207 ≥0 0 14 0.90 2.37 

Years CFO in present position 207 ≥0 0 19 4.13 3.40 

Precise age of CFO 209 ≥0 30 63 45.88 6.81 

CFO close to retire (60 years and older) 250 0 or 1 0 1 0.02 0.14 

CFO power 249 1-5 1.5 5.0 3.55 0.75 

Manufacturing industry 250 0 or 1 0 1 0.39 0.49 

Service industry 250 0 or 1 0 1 0.33 0.47 

IT & Telecommunication 250 0 or 1 0 1 0.13 0.33 

Pharma & Science 250 0 or 1 0 1 0.05 0.21 

Differentiation 250 1-5 0.0 5.0 3.77 0.75 

Cost leadership 250 1-5 0.0 5.0 2.97 0.92 

Centralization 250 1-5 1.0 5.0 2.59 0.89 

Formalization 250 1-5 1.0 5.0 2.82 0.84 

Uncertainty 250 1-5 0.0 4.4 2.49 0.56 

Use SMA w/o financial measures 249 0-48 1,000 44,000 22.41 8.21 

Planning, control and performance 

measurement 

249 0-16 0 16 8.31 3.54 

Product and market oriented analysis 249 0-12 0 12 4.49 2.62 

Customer analysis 248 0-8 0 8 4.19 2.25 

Costing 248 0-12 0 12 5.46 3.02 

Financial measures 249 0-12 5 12 10.89 1.49 

Valid N (listwise) 205           

 



 

 

TABLE 12 

Correlation matrix 

  
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16) (17) (18) (19) (20) 

CFO has MBA (1)                     

CFO worked in audit firms (2) -0.035                    

CFO tenure (3) 0.030 -0.047                   

CFO close to retire (4) -0.058 0.035 0.171*                  

CFO power (5) 0.009 -0.089 -0.098 -0.034                 

Manufacturing industry (6) 0.010 0.133 -0.090 0.121 0.033                

Service industry (7) -0.110 -0.100 0.082 -0.039 -0.035 -0.556**               

IT & Telecommunication (8) -0.017 -0.067 -0.001 -0.055 0.014 -0.305** -0.268**              

Pharma & Science (9) 0.125* -0.019 -0.126 -0.032 -0.006 -0.179** -0.157* -0.086             

Firm size (10) 0.087 0.003 -0.077 0.151* 0.053 0.045 -0.057 -0.007 0.010            

Differentiation (11) 0.124 -0.091 -0.052 0.099 0.101 0.090 -0.100 0.011 0.010 0.111           

Cost leadership (12) 0.084 -0.084 -0.028 0.052 0.067 0.020 -0.099 0.034 0.008 0.008 0.134*          

Centralization (13) -0.139* 0.068 -0.017 0.053 -0.154* 0.021 0.008 -0.027 -0.018 0.092 -0.034 0.097         

Formalization (14) -0.186** 0.068 0.024 0.144* -0.138* 0.073 -0.043 -0.048 -0.042 0.185** 0.125* 0.029 0.534**        

Uncertainty (15) 0.057 0.061 -0.034 -0.035 0.071 0.076 -0.102 -0.002 0.083 0.148* 0.055 0.149* 0.027 -0.071       

Average use SMA (16) 0.051 -0.041 -0.276** 0.059 0.349** 0.097 -0.075 -0.027 0.071 0.267** 0.337** 0.130* -0.234** -0.019 0.086      

Planning, control, 
performance 

(17) 0.062 -0.062 -0.194** 0.076 0.218** 0.088 -0.030 -0.071 0.065 0.290** 0.216** 0.088 -0.224** -0.106 0.056 .777**     

Product and market analysis (18) 0.040 0.015 -0.176* 0.072 0.223** 0.028 -0.070 0.020 .130* 0.252** 0.221** -0.005 -0.186** 0.008 0.045 0.694** 0.362**    

Customer analysis (19) 0.063 0.046 -0.223** -0.012 0.232** -0.010 -0.117 0.101 0.031 0.048 0.260** 0.076 -0.147* 0.055 0.002 0.603** 0.243** 0.349**   

Costing (20) 0.001 -0.085 -0.213** 0.016 0.328** 0.136* -0.018 -0.087 -0.022 0.129* 0.275** 0.191** -0.105 0.031 0.121 0.757** 0.449** 0.340** 0.316** 
 

Financial measures (21) 0.147* 0.053 -0.094 -0.008 0.371** 0.066 -0.074 -0.044 -0.046 0.078 0.158* 0.016 -0.160* -0.054 0.000 0.367** 0.284** 0.249** 0.235** 0.29** 

*p < 0.05; **p < 0.01; (2-tailed). 
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2.4.2. Multivariate analysis 

To test our hypotheses, we estimate the following regression model, which is our full 

model.   =  𝛽 +  𝛽 𝑎 𝑎 𝑖  𝑖 + 𝛽 𝑖  𝑖+  𝛽  𝑖 +  𝛽 ℎ𝑎 𝑎 𝑖 +  𝛽 𝑖  𝑖+  𝛽 𝑖 𝑖𝑎 𝑖  𝑎 +  𝛽  𝑎 ℎ𝑖  𝑎+  𝛽 𝑎 𝑖 𝑎 𝑖 +  𝛽 𝑎 𝑖 𝑎 𝑖 + 𝛽 𝑎𝑖+  𝛽  ℎ𝑎  + 𝛽   𝑖  𝑎 𝑖+  𝛽  +  𝛽    𝑖+  𝛽  +  𝛽  ∙  ℎ𝑎  +  𝛽  ∙   𝑖  𝑎 𝑖 +  𝛽  ∙ +  𝛽  ∙    𝑖 + 𝜀 

(1)  

The results are reported in panel A of Table 13 (Model 1). Model 3 shows that there is 

a positive relationship between CFO power and SMA use that supports H1. Further, with the 

exception of CFO tenure, which is negatively related to SMA use as expected, there are no 

direct effects of CFO personal characteristics on SMA use. Hence, only H2c is supported. Other 

hypotheses are not supported. Consistent with our third hypothesis, the results of model 3 

further show that CFOs with background in accounting are less likely to use SMA practices 

when their power increases, while CFOs with an MBA are more likely to use SMA when their 

power increases. Altogether, our results suggest that CFO individual preferences for SMA only 

show up when CFOs have the authority to influence critical decisions in a firm. H3 is hence 

supported. 

Lastly, in line with prior literature the results suggest that the average use of SMA 

practices is positively associated with firm size (Cadez and Guilding 2008), differentiation 

strategy (Cadez and Guilding 2008), and decentralization (Gosselin 1997). Cost leadership 

strategy is another significant determinant of SMA use, although the effect is less significant. 

2.4.3. Additional analyses 

In order to better understand what drives our results, we repeat the analysis specified 

previously using the four sub-categories of SMA (USEPLAN, USEPROD, USECUSTOM, 

USECOST) as well as the financial performance measures (USEFIN) as dependent variables. 

Although we did not theorize a priori how CFO characteristics would affect the use of the sub-
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categories of SMA, these analyses add to our understanding of how different CFO 

characteristics affect the use of SMA practices. The results are presented in panel B of Table 

13. 

First, consistent with our theory, is the finding that CFO power is a significant predictor 

for the use of SMA practices in all sub-categories, as well as for the use of financial measures. 

This suggests that CFOs who bring themselves more intensively into organizational decision-

making tend to use a broad portfolio of SMA practices to be able to fulfill their decision making 

role. Second, CFO tenure is negatively associated with the use of all SMA practices, with the 

exception of financial measures. Assuming that SMA practices may be helpful in transforming 

organizations, this finding is consistent with previous literature (e.g. Wiersema and Bantel 

1992). Third, the interaction between CFO power and CFO characteristics signifies the 

importance of power in bringing out CFO characteristics. For example, CFO with a background 

in auditing that have more power in the organization are less likely to use SMA practices that 

are associated with more ambiguous, unprogrammed, forward-looking and non-financial 

information (such as product and market oriented analysis, USEPROD; planning, control and 

performance measurement, USEPLAN; and customer analysis, USECUSTOM). However, the 

use of financial information (costing and financial performance measures) is not affected by the 

interaction of CFO power and CFO background in auditing, potentially because such measures 

are part of the ‘common vocabulary’ in audit firms. On the other hand, CFOs with an MBA 

education are more likely to use non-financial, external and forward-looking information 

relating to planning, control and performance measurement (USEPLAN, including integrated 

performance measurement such as the BSC, benchmarking information and value-based 

measures; see also Burkert and Lueg 2013). Finally, the use of traditional financial measures is 

not affected by the CFO characteristics, suggesting that all CFOs use these measures as these 

measures provide the basis for a CFO’s job. These findings suggest that the SMA practices that 

are affected by the CFO characteristics are those related to product and industry knowledge, 

planning tasks and customer demands support, and support the claim by Shank (2006) that the 

organizational transformation from “management-accounting” to “strategic-accounting” 

depends to a large degree on the “strategic mindset” of the CFO. 

Finally, several of the organizational variables are also relevant, yet their impact varies 

between the sub-categories of SMA. For example, firms operating in the manufacturing 

industry seem to use planning systems more intensively than firms operating in other industries 

do. Firm size is positively related to the use of planning and product & market analysis 

(consistent with Cadez and Guilding 2008) - but it is not associated with the use of other 
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practices. In addition, while the differentiation strategy is positively associated with the use of 

all SMA practices, the cost leadership strategy is only related to the more intensive use of 

costing systems. This finding underpins previous research on the organizational determinants 

of the use of costing practices in firms (Krishnan, Luft, and Shields 2002; Krishnan 2005). The 

notion that organizational variables affect management accounting systems is consistent with 

previous literature (Chenhall 2003). 

2.4.4. Robustness checks 

We perform several robustness checks to corroborate our findings (not tabulated). First, 

instead of the variable measuring the intensity of The use of SMA practices, we calculated an 

alternative dependent variable measuring the number of SMA practices present in a firm. This 

variable indicates the broadness of available SMA portfolio. The main findings remain 

unchanged.12 Second, we replaced the binary variable AUDIT with a continuous variable 

measuring the number of years a CFO has worked in an audit firm. The results are unchanged. 

Lastly, we control for country effects by entering the dummy variables AT (set to “1” if firm is 

from Austria and “0” otherwise) and CH (set to “1” if firm is from Switzerland and “0” 

otherwise). Again, there were no changes to the findings. 

 

  

                                                 

12  A variable BROADSMA was calculated as the number of SMA items with the value above one (“SMA 
sometimes used” or higher). 
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TABLE 13 

OLS regression main results 
 
Panel A: Main results     

  

Dependent variable = Intensity with which strategic 
management accounting practices are used 

  Predicted 
sign 

Model 1 
(controls) 

Model 2 
(CFO direct 

effects) 

Model 3 
(CFO direct and 

interaction effects) 
Firm variables 

    

Manufacturing industry ? 2.347 

(1.582) 

2.634 

(1.759) 

3.083* 

(1.77) 

Service industry ? 1.629 

(1.623) 

1.711 

(1.807) 

1.738 

(1.841) 

IT & Telecommunication ? 0.936 

(1.896) 

1.137 

(2.023) 

1.354 

(2.072) 

Pharma & Science ? 3.929 

(2.524) 

2.581 

(2.968) 

0.276 

(3.012) 

Firm size + 1.103*** 

(0.256) 

1.161*** 

(0.278) 

1.237*** 

(0.275) 

Differentiation strategy + 2.979*** 

(0.636) 

2.8*** 

(0.705) 

2.74*** 

(0.68) 

Cost leadership strategy ? 1.108** 

(0.519) 

0.983* 

(0.546) 

0.912* 

(0.529) 

Centralization ? -2.672*** 

(0.62) 

-2.224*** 

(0.656) 

-1.808*** 

(0.648) 

Formalization ? 0.534 

(0.673) 

0.498 

(0.739) 

0.539 

(0.711) 

Uncertainty + 0.247 

(0.85) 

0.162 

(0.894) 

0.009 

(0.862) 

CFO variables 
    

CFO has MBA + 
 

-0.971 

(1.446) 

-0.844 

(1.42) 

CFO worked in audit firms - 
 

0.15 

(1.359) 

-0.203 

(1.315) 

CFO tenure - 
 

-0.475*** 

(0.153) 

-0.544*** 

(0.159) 

CFO close to retire (60 years 
and older) 

- 
 

-1.795 

(3.774) 

-0.439 

 (3.832) 

(This table is continued on the next page) 
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CFO power + 
 

2.81*** 

(0.707) 

3.095*** 

(0.819) 

CFO interaction effects 
    

CFO power * CFO has MBA + 
  

4.842** 

(2.13) 

CFO power * CFO worked in 
audit firms 

- 
  

-6.287*** 

(2.044) 

CFO power * CFO tenure - 
  

-0.281 

(0.219) 

CFO power * CFO close to 
retirement 

- 
  

-3.465 

(5.445) 

adj. R²   0.22 0.32 0.37 

F 
 

8.16*** 7.27*** 7.27*** 

N (listwise exclusion)   249 205 205 

Notes: This table reports the unstandardized coefficients from the regressions of the average 

intensity of SMA practices use on their determinants. Standard errors are in parentheses. *, 

**, *** indicate p < 0.10, p < 0.05, and p < 0.01, respectively, two-tailed. 

  

(This table is continued on the next page) 

TABLE 13 (continued) 
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Panel B: Additional analyses    

 

Dependent variable: 

Planning, 
control and 

performance 
measurement 

Product 
and market 

oriented 
analysis 

Customer 
analysis Costing 

Financial 
measures 

  Model 4 Model 5 Model 6 Model 7 Model 8 

Firm variables 
    

 

Manufacturing industry 1.607* 

(0.831) 

0.657 

(0.645) 

-0.155 

(0.531) 

0.974 

(0.722) 

-0.244 

(0.335) 

Service industry 0.822 

(0.864) 

0.496 

(0.67) 

-0.158 

(0.552) 

0.579 

(0.751) 

-0.382 

(0.348) 

IT & 

Telecommunication 

0.490 

(0.973) 

0.785 

(0.755) 

0.480 

(0.622) 

-0.401 

(0.845) 

-0.389 

(0.392) 

Pharma & Science 0.428 

(1.414) 

2.037* 

(1.097) 

-1.206 

(0.904) 

-0.983 

(1.229) 

-0.268 

(0.57) 

Firm size 0.607*** 

(0.129) 

0.374*** 

(0.100) 

0.074 

(0.083) 

0.182 

(0.112) 

0.06 

(0.052) 

Differentiation strategy 0.937*** 

(0.319) 

0.567** 

(0.248) 

0.465** 

(0.204) 

0.771*** 

(0.277) 

0.270** 

(0.129) 

Cost leadership strategy 0.349 

(0.249) 

-0.069 

(0.193) 

0.120 

(0.159) 

0.512** 

(0.216) 

0.020 

(0.100) 

Centralization -0.511* 

(0.304) 

-0.591** 

(0.236) 

-0.44** 

(0.194) 

-0.266 

(0.264) 

-0.054 

(0.123) 

Formalization -0.432 

(0.334) 

0.248 

(0.259) 

0.41* 

(0.213) 

0.313 

(0.29) 

-0.143 

(0.134) 

Uncertainty -0.378 

(0.405) 

-0.103 

(0.314) 

0.200 

(0.259) 

0.290 

(0.352) 

-0.217 

(0.163) 

CFO variables 
    

 

CFO has MBA -0.641 

(0.667) 

-0.181 

(0.517) 

0.165 

(0.426) 

-0.186 

(0.579) 

0.283 

(0.269) 

CFO worked in audit 

firms 

-0.465 

(0.618) 

0.276 

(0.479) 

0.451 

(0.395) 

-0.466 

(0.537) 

0.388 

(0.249) 

CFO tenure -0.18** 

(0.074) 

-0.106* 

(0.058) 

-0.116** 

(0.048) 

-0.143** 

(0.065) 

-0.021 

(0.03) 

CFO close to retire (60 

years and older) 

1.941 

(1.799) 

-0.070 

(1.396) 

-1.374 

(1.15) 

-0.936 

(1.563) 

-0.268 

(0.725) 

CFO power 0.653* 

(0.384) 

0.661** 

(0.298) 

0.783*** 

(0.246) 

0.998*** 

(0.334) 

0.666*** 

(0.155) 

(This table is continued on the next page) 

TABLE 13 (continued) 
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CFO interaction effects 

    
 

CFO power * CFO has 

MBA 

1.856* 

(1.000) 

0.925 

(0.776) 

0.795 

(0.639) 

1.267 

(0.869) 

0.249 

(0.403) 

CFO power * CFO 

worked in audit firms 

-2.880*** 

(0.959) 

-1.274* 

(0.744) 

-1.280** 

(0.613) 

-0.853 

(0.834) 

-0.275 

(0.387) 

CFO power * CFO 

tenure 

-0.177* 

(0.103) 

0.002 

(0.08) 

0.067 

(0.066) 

-0.173* 

(0.089) 

-0.007 

(0.041) 

CFO power * CFO close 

to retirement 

-0.293 

(2.556) 

0.813 

(1.983) 

-1.012 

(1.634) 

-2.973 

(2.221) 

-0.226 

(1.03) 

adj. R² 0.25 0.18 0.17 0.20 0.14 

F 4.67*** 3.34*** 3.2*** 3.75*** 2.79*** 

N (listwise exclusion) 205 205 205 205 205 

Notes: This table reports the unstandardized coefficients from the regressions of the respective 

SMA practices use on their determinants. Standard errors are in parentheses. *, **, *** indicate 

p < 0.10, p < 0.05, and p < 0.01, respectively, two-tailed. 

2.5. Conclusions and discussion 

The purpose of this study was to extend our understanding of how CFOs influence the 

use of strategic management accounting (SMA) practices in their firms; specifically, we 

examine the joint effects of CFO characteristics and CFO-power on the use of SMA practices. 

Our analyses provide several insights. First, the degree of use of SMA practices varies with the 

power of the CFO. This result confirms general predictions from management control (Berry 

et al. 2009; Chua 1995) and organizational literature (House 1991; Salancik and Pfeffer 1977) 

that power is related to the use of expert knowledge and information systems. Second, and 

contrary to our expectations, most CFO characteristics (functional background in auditing, 

MBA education, and age) are not directly related to the use of SMA practices in organizations 

from German-speaking countries. Rather, the impact of the CFO characteristics on the use of 

SMA practices is moderated by CFO power. For instance, we found that CFOs with a 

background in auditing (MBA education) use SMA practices to a lower (higher) degree when 

their power increases. This finding fits into the recent line of research implicating that CFOs 

shape organizational (accounting) practices according to their preferences (Burkert and Lueg 

2013; Caglio et al. 2018; Naranjo-Gil et al. 2009). We contribute to this literature by showing 

that CFO characteristics matter only when a CFO is able to exert his or her will in an 

organization (i.e., when a CFO has organizational power). Conversely, if a CFO has no power, 

TABLE 13 (continued) 
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his or her prior experience will be of less relevance to the firm as (s)he will be less likely to 

impact organizational practices at all. This finding provides a possible explanation for the mixed 

evidence on the relationship between CFO-variables and accounting decisions in prior literature 

(Brochet and Welch 2011; Burkert and Lueg 2013; Ge et al. 2011). 

As in any study, there are several limitations. First, our main dependent variable was 

measured by asking respondents to indicate the intensity with which a predefined portfolio of 

SMA practices was used in their firms. Although this approach was previously used in literature 

(Cadez and Guilding 2008), it is likely that some firms use other practices not mentioned in the 

survey (e.g. cloud accounting or business analytics) or may use different names for similar 

practices (Langfield-Smith 1997). Hence, our study captures only a fraction of practices used 

in real-world finance departments. 

Another limitation is that our data came exclusively from German-speaking countries. 

It is likely that the role of the financial function and of the CFO is different in these countries 

compared to studies that have been executed in countries with different institutional settings 

such as Great-Britain (Ahrens 1997), the US (Indjejikian and Matejka 2009), Spain (Naranjo-

Gil et al. 2009), or the Netherlands (Maas and Matějka 2009). Hence, our findings do not 

necessarily generalize to other countries. Future studies could examine whether our findings 

generalize to different cultural and institutional settings. 

Next, the results presented here are partly based on perceptional measures rather than 

“hard” measures. Perceptions may be biased and our proxies may misrepresent some of the 

concepts in the analyses because of inappropriate measures or inadequate interpretation of the 

survey instrument (Ittner and Larcker 2001, 389; Van der Stede, Young, and Chen 2005, 675; 

2007, 469). We rely exclusively on self-reported perceptual measures of CFO-power.13 

Although Finkelstein (1992) showed that perceptual measures of power are highly correlated 

with objective indicators of power, additional research is necessary to bolster the results from 

this study. 

Further, concerning the main results of our study, we argue that CFO-power and CFO 

characteristics jointly determine the use of SMA practices. However, the cross-sectional data 

cannot of themselves demonstrate the direction or the process of causality between variables 

known to be interrelated. Nor does the cross sectional research design allow us to rule out 

alternative causal explanations of the observed associations. For example, it could be that CFOs 

                                                 

13 Support for our approach for measuring of power can be found in Salancik and Pfeffer (1977), who report that organizational 
members are very well able to rate the degree of influence that they or their peers have in an organization. 
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who use SMA practices more intensively gain higher power in their organizations. In this case, 

the use of SMA practices would be a predictor of power rather than a consequence of it. Due to 

our research design, we cannot reject this alternative explanation (Cohen et al. 2009, 64). Van 

der Stede (2014) pinpoints this problem by stating: “pure cross-sectional research is the 

weakest design for drawing causal inferences because the researcher can only show that two 

variables are correlated at one point in time.” All that can be done with cross-sectional design 

is to indicate whether a particular theory remains plausible or not (Child 1974, 176). Future 

case and longitudinal studies could provide better insights on the relationship between SMA 

and CFO-power. Finally, the model tested here is relatively simple, so we cannot rule out the 

problem of unobserved variables. This is a common problem in empirical research and future 

work could test alternative models.  

Despite these limitations, our study bears some implications, both for academia and 

practice. Previous literature has argued that CFOs need to have the right mindset in order to 

transform their firms’ financial function from “cost accounting” to “strategic accounting” 

(Shank 2006, 364). It seems, however, that a CFO also needs to have sufficient power to exert 

his or her will in the organization in order to enable such transformation. A practical implication 

is that the background of a CFO will determine whether SMA practices will be used, yet only 

when the CFO is given the power to affect the managerial decisions. As strategic management 

accounting arguably provides a source of competitive advantage for firms, organizational 

designers who wish to benefit from this advantage should be aware of both the personal 

influence of a CFO as well as his or her discretion on the use of SMA practices.  
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Appendix 

Survey instrument (abbreviated) 

CFO-power 

Please indicate how much influence the CFO has on the following decisions in your firm (1 = 
No influence, 2 = Weak influence, 3 = Normal influence, 4 = Strong influence, 5 = Very strong 
influence, 9 = Don't know). 

 Major resource allocations of the firm 
 Acquisitions and divestments 
 Which markets or market segments the firm will enter or exit 
 Strategy of the firm 
 Organizational structure 
 Which business actions should be taken  
 Initiate and stop projects 
 Investments in new administrative systems 

Strategy 

Are the following issues more or less important to your firm, compared to the competitors in 
your main business (1 = Far less, 2 = Less, 3 = Similar, 4 = More, 5 = Much more, 9 = Don't 
know)? 

 Delivery on time 
 Provide good after-sales service and support 
 Products and services are always available for customers 
 Provide high quality products and services 
 Be flexible with production volumes 
 Introduce new productsa 
 Create unique product featuresa 
 Customize products and services to customer needsa 
 Low price  
 Low production costs 

aitem dropped from analysis 

Uncertainty 

In your opinion, how predictable are the following issues for your firm (1 = Very predictable, 
2 = Predictable, 3 = Neither predictable nor un-predictable, 4 = Unpredictable, 5 = Very 
unpredictable, 9 = Don't know)? Consider something as predictable if it can be planned or 
forecasted with precision.  

 Raw material availability 
 Raw material price 
 Market demand 
 Development of product design and features on the market  
 Competitors’ actions 
 Manufacturing technology 
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 Government regulation 
 Labor union actions 

Organizational structure (centralization, formalization) 

Please assess what it is generally like for the employees to work in your firm by indicating the 
degree to which you agree or disagree with the following statements on the scale from 1 
(strongly disagree) to 5 (strongly agree). 

 There can be little action taken until a supervisor approves a decision 
 People who want to make their own decisions would be quickly discouraged 
 Even small matters have to be referred to someone higher in the hierarchy for approval 
 People have to ask the boss before doing almost anything 
 Most people make their own rules on the jobb 
 Ordinary employees are encouraged to feel that they are their own bosses in most 

mattersa,b 
 A person can make her own decisions without checking with anybody elseb 
 How things are done is left up to the person doing the workb 

aitem dropped from analysis, bitem reverse coded 
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Abstract 

This paper is concerned with the role of business partner management accountants and their use 

of management accounting systems in innovative firms. Prior literature has shown a direct 

relationship between product differentiation strategy and firm innovativeness, but the 

mechanism behind this relationship is still unclear. I hypothesize that the relationship between 

differentiation strategy and firm innovativeness is mediated by two factors: a greater business 

partner orientation of management accountants and the use of the management accounting 

systems for attention focusing and decision making purposes. I find empirical support for the 

proposed relationship using a structural equation model with survey data from 221 firms from 

German-speaking countries. In total, these findings reveal that management accounting 

department can be part of the strategy implementation mechanism in firms that purse 

innovation. 

 

Keywords: Differentiation strategy; MAS; business partners; survey, SEM. 
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3.1. Introduction 

What role do management accountants play in firms that pursue a differentiation 

strategy? Prior qualitative literature suggests that the roles of management accountants are 

moving toward a “business partner” model, generally distinguished from the more traditional 

“bean counter” model, by taking a more active role in the decision making processes of 

organizations (Byrne and Pierce 2007; Davila 2000; Hughes and Pierce 2006; Jørgensen and 

Messner 2010; Rabino 2001; Rieg 2018). The “business partner” role is defined as supporting 

top management team members in analyzing broader business management issues rather than 

those narrowly defined by traditional fiduciary tasks (Byrne and Pierce 2007, 472; Cadez and 

Guilding 2008, 839; Goretzki and Messner 2018; Lambert and Sponem 2012, 566; Wolf et al. 

2015, 12). Further, it has been claimed that firms with a greater business partner orientation of 

management accountants (BPMA) should benefit from this development (Venkatraman 2015), 

yet the underlying mechanisms have not been explored. 

This study is designed to investigate the mediating role of management accountants and 

management accounting systems’ use in the relationship between strategy and innovativeness. 

Innovativeness has been identified as a key characteristics of firms following a differentiation 

strategy (Cho and Pucik 2005). Prior research suggests that business partner management 

accountants use management accounting information in a rather interactive way by 

emphasizing communication and fact-based decision making (e.g. Bhimani and Keshtvarz 

1999; Granlund and Lukka 1998). We also know that the interactive use of management 

accounting information is beneficial in the implementation of innovative strategies (see 

Chenhall and Moers 2015 for a review). This suggests that we could expect business partner 

management accountants to be stronger involved in the implementation of innovative strategies 

compared to their bean counter colleagues through the interactive use of management 

accounting systems. 

The present research is motivated by two recent developments. The first is firms’ 

increasing dependency on creativity and innovations (Birkinshaw et al. 2008; Cho and Pucik 

2005; Dunk 2011). The second is evidence suggesting that the management accounting function 

in a firm can significantly impact innovativeness by focusing managerial attention to specific 

problems or by triggering action during the product innovation process (Bisbe and Malagueño 

2009; 2015; Davila 2000; Grabner 2014; Saunila et al. 2014; Ylinen and Gullkvist 2014). Thus, 

understanding what effects management accountants and management accounting systems 

(MAS) have on firms’ innovation activities is becoming important, not the least because such 
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knowledge will help firms develop more effective approaches to control by taking into account 

how management accountants and the different ways to use MAS can impact innovativeness.  

There are three potential contributions to the literature. First, this study adds to literature 

on the determinants of the business partner role of management accountants (Goretzki et al. 

2013; Goretzki and Messner 2018; Hartmann and Maas 2011; Järvenpää 2007; Rieg 2018; Wolf 

et al. 2015; Zoni and Merchant 2007) by showing that differentiation strategy is an important 

driver of the BPMA role. This has practical consequences for firms concerned with the selection 

of the “right” management accountants during the recruitment process. Second, this study 

extends literature that analyses what finance departments do (e.g. Chang et al. 2014) by 

examining the relationship between the BPMA role and different uses of MAS. Third, this study 

examines the impact of management accountants on innovativeness through the different uses 

of MAS. Prior case study research observed an association between management accountants’ 

involvement in innovation processes and innovation outcomes (Davila 2000; Hughes and Pierce 

2006; Rabino 2001). This study contributes by identifying a mechanism through which this 

association is likely to work. 

A structural equation model is used to examine the proposed relationships. As illustrated 

in Figure 1, it is examined how the relationship between a differentiation strategy and firm 

innovativeness is mediated by a greater BPMA role and the four types of MAS use. The model 

is tested with survey data from 221 firms operating in German-speaking countries. I find 

support for the proposed mediating mechanism. More precisely, I find a positive relationship 

between differentiation and the BPMA role. The BPMA role is strongly related to the use of 

MAS for attention focusing and decision making, and in contrast to my expectations it is 

positively related to legitimization - although this latter relationship is week. The relationship 

between the BPMA role and monitoring is not significant.  

In turn, the use of MAS for attention focusing and decision making is positively related 

to innovativeness, but the proposed negative relationship between the use of MAS for 

monitoring and legitimizing and innovativeness is not significant. In sum, the results provide 

insights regarding the role of management accountants and the use of management accounting 

systems in firms pursuing innovative strategies. Since the importance to organizations of being 

innovative has been recognized as a significant aspect of growth (Cho and Pucik 2005), these 

findings are important. 
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The remainder of this paper is organized as follows. Section 3.2 develops theory, 

followed by the research method in section 3.3. Section 3.4 presents the results. Section 3.5 

closes with conclusions and limitations. 

3.2. Background and theory development 

In this section I develop a theory regarding the mediation between strategy and 

innovativeness through the BPMA role and different uses of MAS. Figure 3 summarizes this 

theory in terms of a path model. 

Figure 3  

Conceptual model of the study 

 

3.2.1. Relationship between differentiation strategy and the BPMA role 

Firms that emphasize strategies of product differentiation are focused on delivering high 

quality products or services that are perceived by their customers as superior to competition 

(Porter 1980). Business strategy can be expected to influence the role that management 

accountants play in a firm. Two different roles are commonly highlighted (Lambert and Sponem 

2012, 566). The “fiduciary”-role is defined as provision of routine financial analysis, 

transaction processing and/or statutory reporting (Burns and Baldvinsdottir 2005, 726; Lambert 

and Sponem 2012, 566). The role as “business partner” is defined as supporting other TMT-

members in analyzing broader business management issues rather than those narrowly defined 
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by traditional fiduciary tasks (Byrne and Pierce 2007, 472; Cadez and Guilding 2008, 839; 

Lambert and Sponem 2012, 566; Wolf et al. 2015, 12). The business contribution of 

management accountants can range from providing strategic accounting analyses (such as 

customer lifetime analysis; Shank 2006) to supporting strategy implementation by coping with 

uncertainty (Chang et al. 2014; Hartmann and Maas 2011) further to support the implementation 

of innovation projects (Davila 2000; Hughes and Pierce 2006; Rabino 2001). 

It has been argued that the implementation of a differentiation strategy is more complex, 

compared to, for example, a cost leadership strategy (cf. Anthony et al. 2014, 156–157). The 

business goals for firms pursuing differentiation are typically more ambiguous and performance 

requirements tend to be not well understood (Chenhall et al. 2011, 103; Shields and Young 

1994, 176). For example, the financial implications of product quality are less likely to be 

understood by organizational members compared to, let’s say, capacity utilization. Complexity 

and uncertainty associated with a differentiation strategy are hence likely to increase the need 

for a greater involvement of the management accountants in day-to-day decision-making (cf. 

Hartmann and Maas 2011, 440). Evidence exists that differentiation-type strategies, such as 

product and innovation oriented strategies, are positively related to a greater accountants’ 

participation in strategic decision making (e.g. Cadez and Guilding 2008). These arguments 

lead to the following hypothesis: 

HYPOTHESIS 1. A differentiation strategy is positively related to the BPMA role. 

3.2.2. Relationship between the BPMA role and MAS use 

Literature suggests that the BPMAs use the information available to them differently, 

compared to the traditional types of accountants (Chang et al. 2014, 4; Hartmann and Maas 

2011, 450). Henri (2006) distinguished four different ways how management accounting 

systems could be used: monitoring, attention focusing, strategic decision-making and 

legitimization. 

When used for strategic decision making, MAS is employed as a tool to evaluate 

business alternatives (Henri 2006). For example, a customer profitability analysis can be used 

to decide which customer groups should be addressed with additional products and which 

customers could be dropped (Kumar et al. 2008).  

When used for attention focusing, MAS is employed to foster organizational dialogue 

by sending signals throughout the organization. The purpose is to promote discussion, debate, 

exchange of information, and organizational learning (Argyris 1977; Henri 2006). For example, 
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both management and floor-level employees can be provided with dashboards (e.g. balanced 

scorecards) containing a set of key performance indicators in order to quantify progress in 

several strategic areas.  

When used for monitoring, MAS is employed to provide feedback regarding 

expectations and to compare outcomes to previously defined targets (Henri 2006). For example, 

cost reports might be provided to managers to allow them a better control of input and output 

relationships (van der Veeken and Wouters 2002).  

Finally, MAS can be used to justify decisions or actions, that is for legitimization 

purposes (Henri 2006). For example, a benchmark analysis that compares internal overhead 

costs to external best practices could be used to justify why personnel reduction programs were 

(or were not) started in the past.  

Qualitative work in the management accounting literature suggests that the BPMAs are 

highly involved in strategic analysis and have stronger relationships with managers. For 

example, Burns and Baldvinsdottir (2005) find that BPMA have a greater awareness of the 

operational managers’ information needs for decision making. The study by Granlund and 

Lukka (1998, 202) indicates that compared to bean counters, BPMAs are likely to have a wider 

scope of responsibility, which will probably result in a greater application of management 

accounting figures in business decisions. Qualitative studies by Byrne and Pierce (2007) and 

Granlund and Lukka (1998) find that line managers perceive BPMAs to use more management 

accounting information for decision making and communication. The above discussion leads 

to the following hypothesis: 

HYPOTHESIS 2. The BPMA role is positively related to a) the use of MAS for strategic 

decision making, and b) the use of MAS for attention focusing.  

Literature also suggests that BPMAs might be unwilling or unable to allocate much of their 

time to traditional number-crunching tasks that are generally perceived as a part of an “old-

fashioned orientation” (Morales and Lambert 2013). Because much of their time is used to help 

and advise managers, to take part in daily operational decision-making processes, and to 

undertake strategic interventions (Byrne and Pierce 2007), there simply might be not enough 

time left for traditional monitoring or legitimizing tasks. Furthermore, business partners might 

try to avoid or seek to delegate tasks that they see as “dirty work” in order to give their 

occupation a more respectable image (Goretzki and Messner 2018; Morales and Lambert 2013). 

From that follows:  
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HYPOTHESIS 2. The BPMA role is negatively related to c) the use of MAS for legitimization, 

and d) the use of MAS for monitoring. 

3.2.3. Relationship between the use of MAS and innovativeness 

Innovativeness is defined as a firm's emphasis on technological developments, new 

products, new services, and/or improved product lines (Dibrell et al. 2014, 2001). The key 

activity related to innovativeness is exploring something new that has not existed before (Cho 

and Pucik 2005, 556). The purpose is to develop new products and services for emerging 

customers and markets. It is through innovativeness that a firm can assure a stream of 

differentiated products that offer unique attributes that are valued by customers. The 

relationship between the different uses of MAS and innovativeness has attracted some attention 

in previous research (e.g. Bedford 2015; Bisbe and Otley 2004; Bisbe and Malagueño 2009; 

Cardinal 2001; Dunk 2011). In this paper it is theorized that the four different uses of MAS as 

described by Henri (2006) will have an impact on the innovativeness of firms. 

First, innovative firms depend on the discovery of emergent opportunities and the 

subsequent transformation of these opportunities into new products or services. This 

transformation, in turn, requires more focused attention and a coordinated allocation of 

resources (cf. Mihm 2010, 1325). When MAS are used for communication, the attention of 

organizational members can be drawn to specific activities performed in a firm and 

organizational members can better align their actions with the overall strategy (e.g. Kaplan and 

Norton 2006). The key assumption is that organizational members are willing to recognize and 

optimize their contribution to the overall welfare of the organization (Haas and Kleingeld 1999, 

235). This assumption receives some support in prior research. For example, the case study by 

Malina and Selto (2001) indicates that effective communication of balanced scorecard measures 

increases employee motivation and alignment with strategy. The case study by Decoene and 

Bruggeman (2006) indicates that a better awareness of organizational members of the 

consequences of their actions on the overall firm leads to a higher intrinsic motivation, which 

is essential in new product development projects. Ylinen and Gullkvist (2014) found that 

organic controls that emphasize discussions and team communication are positively related to 

innovativeness of exploratory projects.  

Second, search for new products and innovations require breaking out organizational 

complacency and triggering peoples’ action to look for new ideas and opportunities. People, 

however, tend to cease searching for new ideas and fall into routines when they are satisfied 
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with existing conditions (van de Ven 1986, 595). Because individuals unconsciously adapt to 

their environments, their thresholds for action are often not triggered while they adapt over time 

(van de Ven 1986, 595). Opportunities for innovative ideas are not recognized, problems swell 

into metaproblems, and at the extreme, performance crises are sometimes necessary to reach 

the action threshold (van de Ven 1980). When MAS are used to make decisions, the thresholds 

for action are more likely to be made explicit resulting in actually triggering peoples' action. 

Given the discussion above, following hypothesis is formulated:  

HYPOTHESIS 3. The use of MAS for a) attention focusing and b) for strategic decision 

making is positively related to innovativeness. 

Third, legitimization has been associated with mitigating risks and potential failures of 

unknown initiatives (Henri 2006, 85). Innovativeness, however, is as much about risk taking as 

it is about the identification of potentially promising ideas (March 1991, 71). Hence, innovative 

behavior requires some degree of risk tolerance and uncertainty, which seems to be 

incompatible with a management control environment where risk avoidance is dominant. Henri 

(2006) found empirically that management accounting systems use for legitimization was more 

likely to be found in firms with a less flexible and more centralized culture. These structures 

are expected to be detrimental for innovative behavior (Damanpour 1991). 

Fourth, for innovative firms, emphasis on monitoring control systems is unlikely to be 

beneficial (Dunk 2011). Innovative behavior depends on subordinate experimentation and 

search outside existing market and technological domains. This requires activities to be loosely 

connected to outcomes, as learning about unfamiliar terrain is often the result of behaviors that 

are not goal-directed (Bedford 2015, 15). When MAS are used for monitoring, organizations 

develop a capacity to regulate their own behavior through a process of negative feedback, which 

means that goals are achieved by avoiding not achieving the goal (van de Ven 1986, 603). As 

a result, a space of possible actions is defined which leaves little room for innovative ideas 

outside these constraints. Empirically, Dunk (2011) found that innovative firms benefited less 

from a monitoring use of budget controls. These arguments suggest: 

 

HYPOTHESIS 3. The use of MAS c) for legitimization and d) for monitoring is negatively 

related to innovativeness. 
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3.3. Research method 

3.3.1. Sample and data collection 

The target population for this study was defined as firms or fully autonomous subunits 

of larger firms from German-speaking countries. Following common research conventions, 

companies from the industries of finance, insurance, real estate, and small firms with less than 

50 employees were excluded. Using a commercial contact list, 1,853 firms were selected that 

satisfied the selection criteria. To achieve a high response rate the following measures were 

taken. CFOs or senior financial experts (e.g. head of controlling) of all selected firms were 

addressed with personalized emails and were asked to participate in the study. 648 people 

agreed to participate and subsequently received another email containing a printable version of 

the instrument and a link to the online version of the survey (www.cfostudy.org). 250 complete 

questionnaires were returned which results in the response rate of 13 percent, calculated as the 

number of returned questionnaires divided by the total number of people approached. After the 

removal of responses with missing data, the final sample size is 221. Table 14 presents the 

characteristics of firms from different countries (panel A), sample deciles by firm revenue 

(panel B), and distribution across industries (panel C). In total, the sample is diverse in terms 

of firms’ size and industries with 50 percent of firms having a revenue between 45 € mn. and 

604 € mn., and 75 percent of firms being from manufacturing and service industries. 
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TABLE 14 

Sample statistics 

Panel A: Firm revenue and FTE per country 

Country N 
Revenue (€ mn.)   FTE 

Mean Median   Mean Median 
Austria 35 172 54  607 225 
Switzerland 15 1,513 660  4,810 1,500 
Germany 171 2,158 88  9,022 400 
Total 221 1,803 85   4,778 350 

Notes: FTE = Full time equivalent employees 

Panel B: Firms decile by revenue 

Decile N 
 Revenue (€ mn.)  

Min Max Mean 
1 22 3 17 11 
2 21 18 26 23 
3 25 28 40 33 
4 21 45 66 54 
5 21 70 82 75 
6 25 85 125 102 
7 20 130 270 195 
8 22 300 604 402 
9 22 617 1,500 1,012 

10 22 1,600 60,132 10,746 
 

Panel C: Firms per industry (based on US Standard Industrial Classification) 

Industry N % 
Manufacturing 99 45% 
Services 66 30% 
Transportation & public utilities 29 13% 
Wholesale and retail trade 16 7% 
Construction 7 3% 
Public administration 4 2% 
Total 221 100% 

3.3.2. Measurement 

Existing survey instruments with high reliability scales were used where possible to 

develop a questionnaire that was then translated to German. A back-translation procedure was 

applied to minimize construct validity concerns. In addition, the survey instrument was pre-
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tested by asking 12 respondents to complete the questionnaire and to give their feedback. This 

has led to some minor adjustments in the original survey design. All reflective variables were 

measured on a five-point scale. To check the construct reliability I apply both a Principal 

Component Analysis with Varimax rotation in SPSS described below and a Confirmatory 

Factor Analysis using maximum likelihood estimation in AMOS described in section 3.4.3. I 

form the construct scales by taking the mean of the underlying item scores. Descriptive statistics 

are presented in Table 15. 

3.3.2.1. Strategy 

Strategy has been operationalized applying the Porter’s (1980) differentiation/cost-

leadership typology and using an adopted instrument from Chenhall and Langfield-Smith 

(1998) and Chenhall (2005). Factor analysis (Panel A of Table 15) reveals two factors with 

eigenvalues greater than one. One factor is consistent with a differentiation strategy (labeled 

DIFF), the other with a cost leadership strategy (labeled COST).14 These factors have 

Cronbach’s α of 0.85 and 0.91, respectively. Note that I use COST only as a control variable 

and do not provide a hypothesis for it. 

3.3.2.2. Innovativeness 

Innovativeness was measured with three survey items related to new product 

development and emphasis on research and innovations previously used by Chenhall and 

Morris (1995). Factor analysis (Panel A of Table 15) reveals one factor that I label INNOVATE 

with Cronbach’s α = 0.86. 

3.3.2.3. MAS purpose 

In order to operationalize the different purposes for which MAS can be used, the 

respondents were first shown a list of 15 most known management accounting systems derived 

from Cadez and Guilding (2008) (e.g. budgets, non-financial measures, ABC, BSC, and others). 

Then respondents were asked how often the previously shown MAS were used for the four 

purposes of strategic decision-making, attention focusing, legitimization, and monitoring 

applying the 14 items from Henri (2006), that have been used by other researchers as well 

                                                 

14  Considering the results of the pilot study, I used seven out of 11 items from Chenhall and Langfield-Smith 
(1998) and Chenhall (2005) with some minor changes in wording.  
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(Guenther and Heinicke 2018).15 Factor analysis (Panel A of Table 15) reveals four factors with 

eigenvalues greater than one that I label DECIDE, ATTENT, LEGITIM, and MONITOR. The 

Cronbach’s α for these factors range from 0.80 to 0.88. 

3.3.2.4. BPMA role 

Cluster analysis is employed to determine the business partner role of management 

accountants. This technique uses several input parameters to identify homogenous mutually 

exclusive groupings within a population (Ketchen and Shook 1996).16 I use six variables 

measuring the relative amount of time that management accountants allocate on average to 

specific tasks during a calendar year. Measuring the activities of the management accountants 

to assess their role in an organization is in line with suggestions by Mahlendorf (2014, 35). The 

respondents were asked to allocate exactly 100 points to the following answer categories: 1) 

Time spend on accounting and reporting; 2) Time spend on risk management and compliance; 

3) Time spend on funding; 4) Time spend on management accounting and control; 5) Time 

spend on strategic analysis; 6) Time spend on other activities. The six categories were derived 

from the finance-framework by the Institute of Chartered Accountants in England and Wales 

(ICAEW 2011).  

I employ a two stage clustering process in SPSS. This process first runs a pre-clustering 

to build a number of pre-clusters based on the distance criterion and then in the second step 

merges the pre-clusters until the desired number of clusters is reached (Ketchen and Shook 

1996). Because the descriptive analysis of the data showed a close to normal distribution of 

data (not tabulated), the log-likelihood estimator with Bayesian Information Criterion is used 

to calculate the distance between clusters. In line with my theoretical considerations regarding 

the roles of management accountants, I define two clusters in the procedure. The results of the 

cluster analysis are shown in Panel B of Table 15. I label the clusters based on the interpretation 

of mean time distribution between the different activities: bean counters spend relatively more 

time on accounting and reporting, risk management, compliance, and funding, while business 

partners spend relatively more time on management accounting and control, strategic analysis, 

                                                 

15  13 out of 27 items originally used by Henri (2006) were dropped during the instrument test phase (one item 
related to monitoring, three items related to attention focusing, four items related to decision making, and five 
items related to legitimization) because they were considered strongly overlapping or ambiguous by test 
respondents. 

16  I assume that a management controller can be either a business partner or a bean counter, but not a combination 
of both.  
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and other activities. Lastly, I compute a dummy variable BUSINESS that takes the value of one 

if the firm’s management accountants belong to the business partner cluster, and zero otherwise. 

3.3.2.5. Control variables  

I control for the effects of several contingency variables on both firm innovativeness 

and business partner role of management accountants. First, firm size could have an effect on 

both of these variables. For example, large firms with slack resources might be more easily 

engaged in innovation (Damanpour 1991), while management accountants could be more often 

concerned with strategy issues in larger firms compared to smaller firms (Chang et al. 2014). 

SIZE is calculated as the average of logarithmized firms’ revenue and number of employees.  

Second, firms that engage in price competition tend to emphasize low cost production 

and save on product quality (cf. Porter 1980) which could have a negative effect on 

innovativeness. In addition, the resources in low cost firms are likely to be scarcely distributed 

to the overhead functions, so there could be no capacity left for strategic tasks in the 

management accounting department. As described above, I use two items from Chenhall and 

Langfield-Smith (1998) and Chenhall (2005) to measure the degree to which a firm follows a 

cost leadership strategy COST (Cronbach’s alpha = 0.91, Panel A of Table 15). 

Third, organizational centralization has been argued to negatively affect innovativeness, 

as it represents the concentration of decision-making authority (Damanpour 1991). The 

concentration of decision-making authority prevents innovative solutions; the dispersion of 

power is necessary for innovation (Damanpour 1991, 558). Similarly, centralized firms are 

more likely to use formal procedures and closely monitor financial targets, which would have 

an impact on the role of management accountants (Chang et al. 2014). Four items from previous 

literature were borrowed to measure centralization CENTR (Deshpande and Zaltman 1982; 

Hage and Aiken 1967). The Cronbach’s alpha of this factor is 0.88 (Panel A of Table 15). 

Fourth, the life-cycle stage of a firm can have a pronounced impact on innovativeness 

(Holthausen et al. 1995, 284). At an early point in the firm’s life-cycle (where a standardized 

product has not evolved), there are substantial potential rents to innovation activities. In 

contrast, once a firm's product is mature (where the market exhibits an accepted standardized 

product), there are much lower economic rents to innovation (Miller and Friesen (1984). This 

would suggest a negative relation between the maturity life-cycle stage and innovativeness. A 

variable MATURE is set to one if firms self-categorized themselves as being located at the 
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maturity life-cycle stage using the instrument from Auzair and Langfield-Smith (2005), 

Kallunki and Silvola (2008) and Silvola (2008), and zero otherwise. 

Fifth, industry may also be important as it can capture the potential effects of different 

types of production technologies, which may in turn influence the role of management 

accountants and the emphasis on innovations. Similar to Chenhall et al. (2011), firms were 

grouped in manufacturing and non-manufacturing groups as these groups typically face 

different types of production complexities, management control approaches, and the need to 

innovate (Chenhall et al. 2011). 45 percent of the firms in the sample are from manufacturing 

industry. A dummy variable MFTG was set to one if the firm’s main competitive market was 

in manufacturing (SIC numbers 20–39), and zero otherwise.  

Sixth, I measure the number of finance and accounting personnel in a firm with a survey 

item FINFTE. Similar to firm size, I expect the number of people working in the finance 

department to be related to the available capacity that could be allocated to more strategic tasks, 

and hence to the role of the management accountants. I covary FINFTE and SIZE in the model 

(cf. Byrne 2005, 22). 

Seventh, I control for the covariance between the four purposes of MAS use (cf. Byrne 

2005, 22) because I assume that the four uses are related (see correlation table).  

Lastly, as I theorize a mediating mechanism between strategy and innovativeness, the 

direct relationship between strategy (DIFF and COST) and innovativeness (INNOVATE) is 

added to the model. 

3.4. Results 

3.4.1. Data normality and estimation method 

A review of univariate skewness and kurtosis shows that some items exhibit 

nonnormality (skewness above 3; see Curran et al. 1996; Hampton 2015; Kline 1998). Hence, 

multivariate nonnormality is problematic. To mitigate this problem maximum likelihood 

estimation method in AMOS with 50017 bootstrapping samples was used (Hampton 2015; 

Nevitt and Hancock 2001).  

                                                 

17  Results do not change when 5000 bootstrapping samples are used. 
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TABLE 15 

Descriptive statistics and results of the measurement model 

Panel A: Results of the measurement model (N = 221) 

Variables Min Max Mean 
Std. 
dev. 

Std. 
factor 

loading 
Cronbach’s 

alpha AVE MSV ASV 
Differentiation strategy (DIFF) 1.00 5.00 3.81 0.67 - 0.85 0.53 0.10 0.04 
Delivery on time 1.00 5.00 3.59 0.93 0.65     
After-sales service 1.00 5.00 3.78 0.95 0.69     
Availability 1.00 5.00 3.68 0.88 0.73     
High quality 1.00 5.00 3.89 0.92 0.83     
Flexibility 1.00 5.00 3.52 0.86 0.70     
 

         
Cost leadership strategy (COST) 1.00 5.00 2.98 0.89 - 0.91 0.83 0.01 0.00 
Costs 1.00 5.00 2.80 1.10 0.90     
Price 1.00 5.00 2.57 1.07 0.92     
 

         
Strategic decision making 

(DECIDE) 1.33 5.00 3.29 0.84 - 0.80 0.57 0.21 0.11 
Anticipate the future direction 
of the company 2.00 5.00 3.46 0.95 0.71     
Make strategic decisions with 
enough time 1.00 5.00 3.29 1.03 0.81     
Make strategic decisions with 
no time 1.00 5.00 3.11 1.02 0.72     
 

         
Attention focusing (ATTENT) 1.00 5.00 3.20 0.80 - 0.83 0.56 0.22 0.10 
Enable continual challenge and 
debate 1.00 5.00 3.21 1.04 0.68     
Enable discussion in meetings 1.00 5.00 3.39 1.03 0.62     
Enable the organization to focus 
on critical success factors 1.00 5.00 3.20 0.94 0.89     
Tie the organization together 1.00 5.00 2.99 0.93 0.73     
           
Legitimization of past decisions 

(LEGITIM) 1.00 5.00 3.25 0.84 - 0.84 0.57 0.22 0.10 
Validate your point of view 1.00 5.00 3.15 1.01 0.80     
Verify assumptions 1.00 5.00 3.40 1.01 0.86     
Justify decisions 1.00 5.00 3.28 1.05 0.66     
Confirm your understanding of 
the business 1.00 5.00 3.15 1.02 0.71     
           
Monitoring (MONITOR) 1.70 5.00 4.30 0.82 - 0.88 0.72 0.12 0.06 
Compare outcomes to 
expectations 1.00 5.00 4.26 0.95 0.76     
Monitor results 2.00 5.00 4.34 0.90 0.92     
Track progress towards goals 2.00 5.00 4.31 0.89 0.85     
 

 
         

(This table is continued on the next page) 
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TABLE 15 (continued) 

Innovativeness (INNOVATE) 1.20 5.00 3.38 0.94 - 0.86 0.68 0.13 0.07 
Changes in product lines 1.00 5.00 2.77 1.21 0.72     
New products 1.00 5.00 3.29 1.21 0.93     
R&D 1.00 5.00 3.43 1.30 0.78     
          
Centralization (CENTR) 1.25 5.00 2.66 0.95 - 0.88 0.65 0.05 0.02 
Ask the boss before doing 
almost anything 1.00 5.00 2.85 1.08 0.72     
Ask in the hierarchy for 
approval 1.00 5.00 2.53 1.06 0.89     
Own decisions would be 
quickly discouraged 1.00 5.00 2.41 1.22 0.85     
No action taken until a 
supervisor approves 1.00 5.00 2.86 1.07 0.76     
           
SIZE (average of ln revenue and 
ln FTE) 2.67 11.67 5.59 1.73 - - - - - 

 

Panel B: Results of the cluster analysis (N = 221)             

Variables Min Max Mean 
Std. 
dev. 

Average 
for 

business 
partner 
(n=133) 

Average 
for bean 
counter 
(n=88) 

Business partner role of management accountants 
(BUSINESS)Ϯ 0.00 1.00 0.60 0.49 1.00 0.00 
Time spend on accounting and reporting 5.00 70.00 31.05 13.54 27.21 36.88 
Time spend on risk management and compliance 0.00 60.00 15.18 10.76 9.87 23.20 
Time spend on funding 0.00 55.00 12.46 8.74 10.32 15.69 
Time spend on management accounting and 
control 0.00 70.00 19.60 11.92 26.45 9.25 
Time spend on strategic analysis 3.00 55.00 12.64 9.36 16.15 7.33 
Time spend on other 0.00 40.00 9.07 6.00 10.01 7.65 

Notes: Panel A reports the descriptive statistics of the constructs along with the respective 

items. Panel B reports the results of the cluster analysis. Ϯ marcs nominal variables. 

3.4.2. Full latent model 

The full latent model based on the conceptual model depicted in Figure 3 was estimated. 

The full latent model consists of both, the measurement and the structural models. The 

measurement model is concerned with the measurement properties of the applied instruments 

(reliability, validity, and common measure bias for the reflective constructs), while the 

structural model is concerned with causal relationships among the constructs and their relative 

explanatory power (Byrne 2013, 6–12; Schreiber et al. 2006, 325; Smith and Langfield-Smith 

2004, 54).  
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3.4.3. Measurement model 

The measurement model is built based on existing scales from prior empirical literature 

that were also evaluated with the Principal Component Analysis as described above. 

Consequently, the relations between the observed measures and the underlying factors were 

proposed a priori and then tested using the Confirmatory Factor Analysis in AMOS (Byrne 

2005, 17). As latent variables are not directly measured and thus have no definite metric scale, 

each of them was assigned a scale by setting the loading of one item for each latent construct 

to 1.0 (Byrne 2006, 32). 

To assess convergent validity the individual item loadings, the composite reliability 

(CR), and the average variance extracted (AVE) are evaluated (Hampton 2015; Mackenzie et 

al. 2011). Discriminant validity is assessed through the examination of indicator cross-loadings, 

construct correlations, and the degree to which a construct explains its indicators better than it 

explains other constructs (Hampton 2015; Mackenzie et al. 2011). As shown in Table 15, all 

items reach standardized loadings equal to or greater 0.62, suggesting that the constructs explain 

a substantial portion of the indicator variance. Item cross-loading are checked by the 

examination of an eight-factor solution from the principal component analysis with varimax 

rotation. No surprisingly high cross-loadings are revealed (all below 0.4, not tabulated). Table 

16 shows that for all constructs the correlation between any two constructs is less than the 

squared root of AVE (Fornell and Larcker 1981). The composite reliability (CR) of all 

constructs exceeds 0.80, indicating that indicators consistently represent the construct. 

Moreover, the average variance extracted (AVE) of all constructs reaches the threshold value 

of 0.53 which indicates that at least 50 percent of the indicator variance is accounted for by 

construct variance rather than noise (Hampton 2015; Mackenzie et al. 2011). Based on these 

results, I conclude that the measurement model has sufficient convergent and discriminant 

validity (Hampton 2015; Mackenzie et al. 2011). That means that the items that should measure 

a specific construct actually measure this construct and the different constructs represent 

distinctive phenomena. 



 

 

TABLE 16  

Correlation matrix 

    (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) 

Differentiation strategy (1) 0.729                       

Cost leadership strategy (2) -0.002 0.910           

Business partnerϮ (3) -0.001 0.001 -          

Attention focusing (4) 0.094 0.004 0.230** 0.746         

Strategic decision making (5) 0.114 0.032 0.365** 0.399** 0.752        

Monitoring (6) 0.114 0.021 0.119 0.304** 0.319** 0.847       

Legitimization of past decisions (7) 0.127 -0.025 0.134* 0.399** 0.373** 0.299** 0.753      

Innovativeness (8) 0.380** -0.184** 0.153* 0.148* 0.165* 0.055 0.135* 0.823     

Centralization (9) -0.014 0.150* -0.169* -0.074 -0.178** -0.015 -0.091 -0.166* 0.808    

Size (average of ln revenue and ln FTE) (10) 0.066 -0.002 0.077 -0.043 0.085 0.000 0.044 0.086 0.089 -   

Maturity life cycle stage (11) -0.058 -0.009 -0.015 -0.026 0.027 -0.044 0.066 -0.174** 0.097 0.136* - 
 

Manufacturing industryϮ (12) 0.117 0.006 0.034 -0.038 0.075 -0.013 -0.006 0.188** -0.051 -0.007 0.045 - 

Number of finance and accounting personnel (13) -0.026 -0.154* 0.098 -0.004 0.071 -0.072 0.043 0.042 0.055 0.473** 0.122 -0.072 

Notes: *, ** denote significance levels of 0.05 and 0.01, respectively, all two-tailed. Numbers on the diagonal in bold = square roots of AVE. Ϯ 

marcs nominal variables. 
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Because the variables are constructed from one survey, common method bias is assessed 

next. A priori, it was attempted to reduce the potential effects of common method variance by 

presenting the items in the online questioner on separate pages and by selecting different scales 

for some of the variables. In addition, respondent anonymity was assured to reduce possible 

evaluation apprehension (Podsakoff et al. 2003, 888). A posteriori, common method variance 

is assessed applying the Harman’s one-factor test (Podsakoff et al. 2003). To this purpose, all 

items are loaded on one factor to see whether a potential common method factor appears in the 

data. The unrotated one-factor solution explains 22.5 percent of the variance. Further, principal 

component analysis with varimax rotation reveals eight factors rather than one, and the first 

factor explains 13.3 percent of the total variance. Thus, neither a single factor appears nor does 

one factor account for a large portion of the variance in the data, which shows that the likelihood 

of common measure bias is very low (Podsakoff et al. 2003, 889).  

3.4.4. Structural model 

The fit of the structural model is evaluated next using the Chi-square divided by the 

degrees of freedom (CMINDF), the comparative fit index (CFI), Tucker-Lewis fit index (TLI), 

and the root mean square error of approximation (RMSEA) as indicators of fit. A CMINDF 

ratio less than 3.0 (Schreiber et al. 2006), a CFI and TLI close to 0.95 (Hu and Bentler 1999; 

Schreiber et al. 2006), and an RMSEA of less than 0.06 (Hu and Bentler 1999; Schreiber et al. 

2006) indicate good fit. As shown in Table 17, all fit indices of the base model reach the 

required thresholds (CFI = 0.946; TLI = 0.939; CMINDF = 1.369; RMSEA = 0.041) which 

means that the model is well fitting the data. 

3.4.5. Hypothesis testing 

Next, the proposed hypotheses are tested by assessing the individual parameter 

estimates. First of all, there is a direct and positive relationship between the extent to which a 

firm follows a differentiation strategy and innovativeness. Second, consistent with H1 (0.155, 

p < 0.05), a differentiation strategy is positively related to the BPMA role. Third, the association 

between the PBMA role and use of MAS for decision making (0.395, p < 0.01) and attention 

focusing (0.259, p < 0.01) are significant. H2a and H2b are hence supported. In contrast to my 

expectations, the relationship between the BPMA role and the use of MAS for legitimization is 

positive and significant (0.133, p < 0.10). This could indicate that risk mitigation and 

minimization of failure, that have been associated with legitimization (Henri 2006, 85), are part 

of the services that BPMAs provide their counterparts in management. Lastly, the relationship 
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between the BPMA role and monitoring use of MAS is not significant (0.112, p > 0.10). H2c/d 

are thus not supported.  

Finally, there are positive and significant relationships between attention focusing and 

decision making use of MAS and innovativeness (0.213, p < 0.05 and 0.272 < 0.01, resp.), 

supporting H3a/b. The negative relationships between legitimization/monitoring and 

innovativeness proposed in H3c/d are not significant (0.016, p > 0.10 and 0.002, p > 0.10, resp.). 

These relationships are presented in Figure 4. In total, the results indicate the existence of a 

mediation mechanism of the BPMA role and the use of MAS between strategy and 

innovativeness. 
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Figure 4 

SEM results 

N = 221; χ2 = 639.459; df = 467; p = 0.00; CFI = 0.946; TLI = 0.939; RMSEA = 0.041 

 

 

Notes: *, **, *** denote significance levels of 0.10, 0.05, and 0.01, respectively, all two-tailed. 

Business partner role of management accountants calculated with cluster analysis. 
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TABLE 17 

Results of a structural equation model (N = 221) 

Dependent  
variable (R2) 

Independent  
variable Hypothesis 

Hypothesized 
direction 

Base model 
(Model 1) 

INNOVATE (0.353) DIFF   0.174*** 
BUSINESS (0.075) DIFF H1 + 0.155** 
DECIDE (0.161) BUSINESS H2a + 0.395*** 
ATTENT (0.066) BUSINESS H2b + 0.259*** 
LEGITIM (0.022) BUSINESS H2c - 0.133* 
MONITOR (0.02) BUSINESS H2d - 0.112 
INNOVATE ATTENT H3a + 0.213** 
INNOVATE DECIDE H3b + 0.272*** 
INNOVATE LEGITIM H3c - 0.016 
INNOVATE MONITOR H3d - 0.002      
Controls     
BUSINESS CENTR   -0.190*** 
BUSINESS COST   0.045 
BUSINESS FINFTE   0.096 
BUSINESS SIZE   0.040 
INNOVATE COST   -0.019 
INNOVATE SIZE   0.166*** 
INNOVATE CENTR   -0.148** 
INNOVATE MFTG   0.224*** 
INNOVATE MATURE   -0.117* 
     

Model fit     

X2    639.459 

p-value    0.000 
DF    467 

CMINDF    1.369 

RMSEA    0.041 

TLI    0.939 

CFI    0.946 

AIC    893 
Notes: This table shows the results of the SEM analysis. Coefficients are standardized. DIFF = 
differentiation strategy; BUSINESS = business partner role of management accountants; DECIDE = 
strategic decision making; ATTENT = attention focusing; LEGITIM = legitimization of past decisions; 
MONITOR = monitoring; INNOVATE = innovativeness; COST = cost leadership; CENTR = 
centralization; SIZE = average of ln firm revenue and ln firm employees; MFTG = firm is from 
manufacturing industry; MATURE = maturity life cycle stage of a firm; FINFTE = number of finance 
and accounting personnel. *, **, *** denote significance levels of 0.10, 0.05, and 0.01, respectively, all 
two-tailed. 
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3.4.6. Alternative specifications 

Although the base model presented in Table 17 is well fitting, there is no assurance that 

it is the only model. The purpose of this section is to compare the base model to alternative 

models (nested models) and to assess the robustness of results to alternative model 

specifications. Two nested models can be compared using a χ2 difference test.18 A significant 

test result indicates that the more complex model (i.e. the one with less degrees of freedom) is 

better fitting the data than the less complex model (i.e. the one with more degrees of freedom) 

(Kline 1998). If the test is insignificant, then both models fit equally well statistically, so the 

parameters in question can be eliminated from the model (fixed to zero) and the simpler model 

(i.e. the one with more degrees of freedom) should be accepted (Schermelleh-Engel et al. 2003). 

Table 18 reports the results of four additional models named model 2 to model 5. These 

nested models are built from the base model by adding paths between variables.  

In model 2, an additional path from the BUSINESS to INNOVATE is added in order to 

capture other effects of management accountants on innovativeness, above the theorized use of 

MAS. The insignificant χ2 difference test shows that this model is not better than the base model 

(cf. Schermelleh-Engel et al. 2003). In model 3, direct paths from DIFF to the different uses of 

MAS are added, as it is known that strategy is related to the use of MAS (e.g. Cadez and 

Guilding 2008; Cinquini and Tenucci 2010; Cuganesan et al. 2012; Ittner and Larcker 1997). 

The proposed paths are significant, model fit indices (RMSEA, TLI, CFI) are equally good, and 

the χ2 difference test is significant. Hence, this model fits the data equally good. In model 4, 

additional paths from COST to the different uses of MAS are added. This model does not 

outperform the base model. Finally, in model 5 both DIFF and COST are directly linked to the 

different uses of MAS. This model does not outperform the base model. 

In total, all alternative specifications except model 3, which introduces direct 

relationships between differentiation strategy and the uses of MAS, are rejected. This model 

was not hypothesized a priori, but emerged from the data analysis. It shows, however, that there 

could be a mediation relationship between differentiation strategy and the use of SMA through 

BPMA. 

  

                                                 

18  For the χ2 difference test to be valid, at least the less restrictive model should fit the data, i.e. the test is meaningless if one 
of the models does not fit the data well (Schermelleh-Engel et al. 2003). If one model does not fit the data well, another 
parameters could be used to compare the models, such as the Akaike Information Criterion (AIC), with a lower AIC score 
indicating a better model (Schermelleh-Engel et al. 2003). 
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TABLE 18 

Alternative model specifications (N = 221) 

Dependent  
variable 

Independent  
variable Model 2 Model 3 Model 4 Model 5 

INNOVATE DIFF 0.173** 0.164** 0.173** 0.164** 
BUSINESS DIFF 0.155** 0.154** 0.155** 0.154** 
DECIDE BUSINESS 0.395*** 0.366*** 0.395*** 0.367*** 
ATTENT BUSINESS 0.259*** 0.226*** 0.258*** 0.223*** 
LEGITIM  BUSINESS 0.133* 0.104 0.133* 0.102 
MONITOR BUSINESS 0.112 0.077 0.111 0.074 
INNOVATE ATTENT 0.212** 0.208** 0.212** 0.207** 
INNOVATE DECIDE 0.268*** 0.263*** 0.268*** 0.263*** 
INNOVATE LEGITIM 0.017 0.016 0.017 0.016 
INNOVATE MONITOR 0.003 0.001 0.003 0.000       
Controls      
BUSINESS CENTR -0.189*** -0.189*** -0.189*** -0.189*** 

BUSINESS COST 0.045 0.044 0.044 0.044 

BUSINESS FINFTE 0.096 0.095 0.096 0.095 

BUSINESS SIZE 0.040 0.040 0.040 0.040 

INNOVATE COST -0.019 -0.019 -0.017 -0.017 

INNOVATE SIZE 0.165*** 0.164*** 0.166*** 0.164*** 

INNOVATE CENTR -0.147** -0.146** -0.147** -0.146** 

INNOVATE MFTG 0.224*** 0.222*** 0.224*** 0.222*** 

INNOVATE MATURE -0.116* -0.115* -0.116* -0.115* 
      
Alternative specifications    
INNOVATE BUSINESS 0.007 0.010 0.007 0.010 

ATTENT DIFF - 0.194** - 0.201** 

DECIDE DIFF - 0.171** - 0.170** 

LEGITIM DIFF - 0.174** - 0.179** 

MONITOR DIFF - 0.207*** - 0.217*** 

ATTENT COST - - 0.031 0.055 

DECIDE COST - - -0.027 -0.007 

LEGITIM COST - - 0.028 0.049 

MONITOR COST - - 0.048 0.074 

Model fit      

X2  639.449 627.361 638.489 625.770 

p-value  0.000 0.000 0.000 0.000 
DF  466 462 462 458 

CMINDF  1.372 1.358 1.382 1.366 

RMSEA  0.041 0.040 0.042 0.041 

CFI  0.946 0.948 0.945 0.947 
  

(This table is continued on the next page) 
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TABLE 18 (continued) 

 
AIC  895 891 902 898 
      
Comparison of alternative models to the base model  
X2 difference (df) 0.009 (1) 12.09 (5) 0.969 (5) 13.68 (9) 
p-value   0.920 0.033 0.965 0.134 

Notes: This table shows the results of the SEM analysis. Coefficients are standardized. DIFF = 
differentiation strategy; BUSINESS = business partner role of management accountants; DECIDE = 
strategic decision making; ATTENT = attention focusing; LEGITIM = legitimization of past decisions; 
MONITOR = monitoring; INNOVATE = innovativeness; COST = cost leadership; CENTR = 
centralization; SIZE = average of ln firm revenue and ln firm employees; MFTG = firm is from 
manufacturing industry; MATURE = maturity life cycle stage of a firm; FINFTE = number of finance 
and accounting personnel. *, **, *** denote significance levels of 0.10, 0.05, and 0.01, respectively, all 
two-tailed. 

3.5. Conclusions and discussion 

The purpose of this study was to test a mediation mechanism between differentiation 

strategy and innovativeness involving the business partner role of management accountants 

(BPMA role) and four different uses of management accounting systems (MAS). The results of 

a structural equation model indicate that the relationship between a differentiation strategy and 

innovativeness is partly mediated by the BPMA role in a sense that the BPMA role is in turn 

related to the use of MAS for decision making and attention focusing purposes. This is 

consistent with management accounting literature arguing that increased innovativeness and 

less routine tasks require a greater involvement of management accountants in managerial 

decision-making (Chapman 1997), because the BPMA role implies a greater management 

support on a broader set of issues. I contribute to the literature by showing that the BPMA role 

leads to a greater use of MAS, especially by the attention focusing and decision making use. 

In total, this study suggests that management accountants in firms following a 

differentiation strategy take a more proactive role as business partners by emphasizing a greater 

use of MAS for attention focusing, decision making. In turn, the use of MAS for attention 

focusing and decision making was found to positively impact firm innovativeness; there was 

no impact from monitoring and legitimization use. The latter finding suggests that a long-

standing view that diagnostic use of controls might have a detriment effects on innovativeness 

of firms (Dunk 2011) might not be true. Instead, there might be no impact of the diagnostic use 

at all - at least for the firms that participated in this study. 

As in all studies there are limitations. First of all, this study sets a narrow focus and 

investigates only few factors that potentially affect innovativeness: the role of management 
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accountants and MAS use. Second, this study relies on survey data from firms in German-

speaking countries. Despite measures that were taken to ensure instrument reliability (e.g. pre-

test of instrument) and satisfactory post hoc diagnostics (e.g. reliability, validity, common 

method bias), indicators may be noisy and caution should be taken when generalizing the results 

to other populations and other countries. Third, this study relies on cross-sectional data which 

does not allow a direct test of causality. Fourth, different instruments exist for 

operationalization of the variables analyzed in this study and it is not clear how the results 

would have changed if other items were used. For example, a parallel set of papers uses different 

instruments for innovation by measuring exploration/exploitation (Jansen et al. 2006 and 

Ylinen and Gullkvist 2014). It is not clear how the alternative construct measurement would 

have affected the results. 

Despite its limitations, this study sheds light on the process through which firms 

pursuing a differentiation strategy could reach greater innovativeness. I find that this process is 

mediated by two factors: the BPMA role and the use of MAS in a more interactive way. These 

findings could be useful in developing future studies, but also to inform management 

accounting practitioners how MAS and accountants can contribute to firm innovativeness. 
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Survey instrument (abbreviated) 

Purpose of MAS  

A list of 15 different management accounting systems (e.g. Budgets, non-financial performance 
measures, ABC, BSC, and others) has been presented to the respondents. Then the following 
question is asked: Management accounting techniques can be used for various purposes. In your 
firm, how often are the previously mentioned management accounting techniques used to do 
the following (1 = Never for this purpose, 2 = Seldom for this purpose, 3 = Sometimes for this 
purpose, 4 = Often for this purpose, 5 = Very often for this purpose, 9 = Don't know). 

 

Monitoring 

1. Track progress toward goals  
2. Monitor results 
3. Compare outcomes to expectations  
Attention focusing 

4. Tie the organization together  
5. Enable the organization to focus on critical success factors  
6. Enable discussion in meetings 
7. Enable continual challenge and debate 
Strategic decision-making 

8. Make strategic decisions when an immediate response is required 
9. Make strategic decisions when there is enough time for analysis  
10. Anticipate the future direction of the company 
Legitimization 

11. Confirm your understanding of the business  
12. Justify decisions 
13. Verify assumptions (e.g. in a business case) 
14. Validate your point of view 

 

Strategy 

Are the following issues more or less important to your firm, compared to the competitors in 
your main business (1 = Far less, 2 = Less, 3 = Similar, 4 = More, 5 = Much more, 9 = Don't 
know)? 

1. Delivery on time 
2. Provide good after-sales service and support 
3. Products and services are always available for customers 
4. Provide high quality products and services 
5. Be flexible with production volumes 
6. Introduce new productsa 
7. Create unique product featuresa 
8. Customize products and services to customer needsa 
9. Low price  
10. Low production costs 
aitem dropped from analysis 
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Roles of management accounting 

How much time on average do the finance and management accounting spend on the following 
activities during a year in your firm? Please distribute 100 points. 

1. Accounting and reporting (transaction processing, aggregating financial transactions in 
general ledgers, financial control, preparing annual report) 

2. Management accounting and control (planning, forecasting, budgeting, target setting, 
analysis, management reporting, balanced scorecards) 

3. Risk management and compliance (Sarbanes-Oxley, COSO, corporate governance, risk 
management, regulatory compliance, tax) 

4. Strategic analysis (strategic planning, mergers, acquisitions & divestments, capital 
budgeting) 

5. Funding (investor relations, debt financing, treasury, working capital management, talk 
to banks, manage capital structure) 

6. Other (e.g. administration of financial systems, ERP systems, people management, 
outsourcing/shared services) 

 

Innovativeness 

Please indicate the degree to which you agree or disagree with the following statements on the 
scale from 1 (strongly disagree) to 5 (strongly agree).  

1. In my firm there is a strong emphasis on research, development and innovations 
2. My firm developed many new products or services in the past five years 
3. Changes in product lines have been dramatic in the last five years 

 

Centralization 

Please assess what it is generally like for the employees to work in your firm by indicating the 
degree to which you agree or disagree with the following statements on the scale from 1 
(strongly disagree) to 5 (strongly agree). 

1. There can be little action taken until a supervisor approves a decision 
2. People who want to make their own decisions would be quickly discouraged 
3. Even small matters have to be referred to someone higher in the hierarchy for approval 
4. People have to ask the boss before doing almost anything 

 

Life cycle stage 

During their life time, firms can be at different stages of development. In your opinion, at what 
life cycle stage is your firm located at the present? Please select exactly one option.  

1. Birth (Firm is less than ten years old, has informal structure, and is dominated by 
owner-manager) 

2. Growth (High sales growth (>15 percent), functionally organized structure, early 
formalization of policies) 

3. Maturity (Moderate sales growth (<15 percent), more bureaucratic organization) 
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Abstract 

Building on the dynamic capabilities theory, we empirically investigate the relationship 

between marketing and management accounting dynamic capabilities in firms operating in 

competitive environments. We argue that, especially in competitive environments, it is 

important to pursue profitable growth. While marketing capabilities make it possible for a firm 

to increase sales, management accounting capabilities will constrain sales growth when it is not 

profitable and provide insights in better market opportunities. Using survey data from 

management accounting and marketing managers in German firms, we find that these dynamic 

capabilities are complements; specifically, management accounting and marketing capabilities 

are strongly associated under high levels of competition intensity, but not related when 

competition intensity is low. We further show that the likelihood of having both dynamic 

capabilities at a high level increases with the intensity of competition. Several robustness checks 

including alternative measures for competition intensity corroborate our findings. Overall, these 

results add to our understanding how firms develop their portfolio of dynamic capabilities under 

competitive pressure. 

 

JEL classification: M31, M41 

Keywords: Dynamic capabilities, complementarity analysis, survey 
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4.1. Introduction 

Marketing and management accounting are two essential functions within firms. 

According to a recent survey by Deloitte, the average marketing spend in the US was about 

seven percent of firms’ revenue in 2017, with firms in some industries spending on average up 

to 19 percent of their revenue on marketing (Deloitte 2017). Similarly, two recent benchmarks 

indicate that the average cost of the accounting and finance function could reach up to three 

percent of revenue in US and Canadian firms – depending on firm complexity and industry 

(PWC 2017; Robert Half 2017). Given the substantial budgets allocated to these functions, it is 

not surprising that both the academic and the practitioner-oriented literatures have shown a 

considerable interest in studying the capabilities of firms in these areas. While many studies 

have looked at the determinants of management accounting (see reviews by Otley 2016; Berry 

et al. 2009; Chenhall and Langfield-Smith 2007) and marketing capabilities (e.g. Caciolatti and 

Lee 2016; Homburg et al. 1999; Moorman and Rust 1999), few have investigated the interplay 

between the two capabilities. This is rather surprising, as some studies suggest that the 

complementarity between marketing and management accounting19 could provide firms with 

competitive advantage (e.g. Moorman and Day 2016; Verhoef and Leeflang 2009; Verhoef et 

al. 2011). Despite the potential importance of this interplay, the point made by Foster and Gupta 

(1994) that there is little integration between marketing and management accounting literatures 

is still valid today. We contribute to this debate by investigating under what circumstances the 

capabilities in these functional areas can be complements. 

We use the lens of the dynamic capabilities theory to approach our research problem. 

(Eisenhardt and Martin 2000; Teece et al. 1997). The dynamic capabilities perspective suggests 

that organizations possess capabilities in various functional areas, and that certain capabilities 

can be identified that are used to acquire and recombine resources in order to advance strategic 

change (Eisenhardt and Martin 2000; Schweizer et al. 2015). Dynamic capabilities enable firms 

to develop and coordinate own (or partner firms’) resources to address changes in the 

marketplace (Teece 2018, 43). Central to the dynamic capabilities perspective is that firms 

develop a portfolio of various capabilities that serve different purposes (Helfat and Winter 

2011; Teece 2018). Eisenhardt and Martin (2000) and Teece (2018) provide a number of 

examples of different and potentially complementary dynamic capabilities such as product 

                                                 

19  Note that some papers focus on the relation between finance and marketing (e.g. De Ruyter and Wetzels, 2000; 
Zinkhan and Verbrugge 2000). While some papers use the term ‘finance’, they essentially refer to the 
management accounting practices within the finance function.  
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development, expansion into new sales regions, the assignment of product mandates across 

divisions in large companies, and other actions that relate to managerial decision making under 

uncertainty. In a broad sense, dynamic capabilities include any knowledge creation routines, 

such as analysis of accounting or marketing data, whereby managers and others build new 

thinking about the course of the firm (cf. Eisenhardt and Martin 2000, 1108). In line with Dutta 

et al. (2003), Eisenhardt and Martin (2000), and Schweizer et al. (2015) we understand 

“dynamic capabilities” as identifiable, specific processes of performing an activity, and not as 

a resource that a firm possesses. Our understanding of the term “capability” hence differs from 

earlier conceptualization by Barney (1991). The term “dynamic” refers to the ability to achieve 

congruence with the business environment (Teece et al. 1997). 

While there is a substantial number of articles investigating firms’ dynamic capabilities 

in marketing (e.g. Cacciolatti and Lee 2016; Morgan et al. 2009a; Morgan et al. 2009b; 

Slotegraaf and Dickson 2004; Vorhies 1998; Vorhies and Morgan 2005), research has just 

begun to focus on dynamic capabilities in accounting. Henri (2006, 548) points out that control 

systems can be a source of competitive advantage and emphasizes “the role of MCS as a 

capability which is valuable, distinctive and imperfectly imitable.” In a recent study, Peters et 

al. (in press) describe management accounting systems20, specifically interactive profit-

planning systems, as capabilities that include budgeting, forecasting and results-reporting 

processes in which top and middle managers interact to learn and create knowledge that they 

can potentially use to change or adjust an organization’s strategy. They hence identify specific 

processes in management accounting that satisfy the criteria defined by the dynamic capability 

theorists. In the same line, we argue that specific processes in management accounting can be 

conceptualized as dynamic capabilities. In our study we focus on the capabilities to provide 

insights in or perform activities relating  to cost management, customer accounting information, 

non-financial information, and efficiency and productivity information. We argue that these 

activities potentially impact the implementation and adjustment of an organization’s strategy. 

Because these activities are identifiable and performed in a specific process, repeatable, 

purposeful, and potentially leading to changes in the resource configuration of a firm, they can 

be characterized as dynamic capabilities. We do not argue that all processes in management 

accounting, such as simple cost allocations to various cost or revenue elements, have the 

                                                 

20  Several studies who have looked management accounting practices and their potential impact on strategic 
decision making and/or strategy implementation  at similar issues in accounting (e.g. Hoque et al. 2001; 
Krishnan et al. 2002; Pizzini 2006); however, these papers do not refer to these management accounting 
activities as “capabilities”.  
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potential to impact a firm’s strategy; however, the four elements of management accounting 

that we study may have this impact as they provide specific information relating to a firm’s 

strategy. 

As a result of the limited amount of studies focusing on management accounting 

capabilities, little is known regarding the relationship between management accounting and 

other capabilities in firms. This is an important concern, as literature has suggested that dynamic 

capabilities are better understood in the context of a firm’s overall portfolio of capabilities 

(Teece 2018). Moreover, as a general trend, increasing competition appears to be an important 

factor in motivating change in management accounting systems in general, and in increasing 

the orientation towards markets and customers in particular (Ezzamel et al. 2003; Ax et al., 

2008). In this paper we therefore address two interrelated questions: i) are marketing and 

accounting capabilities complements, substitutes, or are they unrelated, and ii) does this 

relationship depend on the competitive context of a firm?  

Competition is a crucial contextual factor that has been shown to affect both the 

marketing strategy (Henderson 1983) as well as management accounting and marketing  

functions in a firm (Ax et al. 2008; Banker and Mashruwala 2007; Chen et al. 2015; Hoque 

2011; Hoque et al. 2001; Krishnan 2005; Krishnan et al. 2002). In environments that are more 

competitive, a greater availability of alternative offerings and substitute products reduces 

switching costs for customers and renders demand more elastic (Banker and Mashruwala 2007). 

Consequently, this puts additional pressure on firms’ profit margins, as customer willingness to 

pay higher prices reduces with the intensity of competition. Firms have several responses to 

such pressures: they may invest in marketing and sales capabilities (to raise prices and revenues; 

O'Cass and Ngo 2007; Siahtiri et al. 2014), invest in management accounting capabilities (to 

manage costs and improve operations; Hoque 2011; Krishnan 2005), or both. What is not 

known so far is whether competition affects the decision to invest in a set of different 

capabilities – such as marketing and accounting –, whether this requires joint investments in 

these capabilities, or whether this decision is not related to the intensity of competition. 

We build our analysis on complementarity theory (Brynjolfsson and Milgrom 2012; 

Milgrom and Roberts 1995). The key notion of the theory is that it is possible to identify 

complementarity between several pairs of organizational decisions, which form a system of 

complements. Organizational choices are complements (substitutes) if the benefit of having one 

design element increases (decreases) with the presence of another (Brynjolfsson and Milgrom 

2012). The theory further predicts that complementary organizational choices will tend to 
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cluster and that we will thus be able to observe the existence of complementary clusters 

empirically (Brynjolfsson and Milgrom 2012). 

Using cross sectional data for 313 firms from Germany, we show that marketing and 

management accounting capabilities are complements in firms operating in highly competitive 

environments; however, these capabilities are unrelated when competition is low. Following 

prior literature, we test the complementarity relationship by estimating the conditional 

correlations between firms’ design choices (e.g. Abernethy et al. 2015; Baik et al. 2016; 

Grabner 2014). This correlation is positive and significant in the subsample with high 

competition intensity, but insignificant in the subsample with less competition. Using a probit 

model, we further show that the likelihood of having strong capabilities in both marketing and 

management accounting increases with competition intensity.  

Our paper makes two contributions to the literature. First, we analyze the relationship 

between capabilities in different key functional areas of the firm, namely marketing and 

management accounting, which allows us to provide a valuable and novel insight into the 

complementarity of these capabilities. Second, this study empirically tests the importance of 

competition as a factor that influences the system of complementary relationships between 

management accounting and marketing capabilities, and finds that the positive association 

between these two capabilities is stronger when competition is higher. 

The remainder of the paper is structured as follows. We begin by reviewing the relevant 

literature on dynamic capabilities. Next, we present our research hypotheses, followed by the 

methodology and results. The paper concludes with a discussion of our key findings, followed 

by limitations and implications of this study. 

4.2. Theoretical background 

4.2.1. Dynamic capabilities 

The dynamic capability theory draws on the resource-based view of the firm (RBV) 

(Helfat and Peteraf 2009; Schweizer et al. 2015) and extends it in order to provide a more 

nuanced explanation to strategic change. The key concept within the RBV is the ownership of 

resources. The main assumption of the RBV is that unique resources that are valuable, rare, 

non-imitable, and non-substitutable drive the creation of value and competitive advantage 

(Barney, 1991). Firms that possess unique resources will eventually achieve greater 

performance. The role of managers is hence to anticipate the value creating potential of 
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resources and to acquire them before other firms do (Schweizer et al. 2015, 665). Therefore, 

the RBV does not assign managers an active role in taking decisions on how the resources 

should be used. Implicitly, it is ignored that firms that possess similar resources might differ in 

the way these resources are used.  

Dynamic capability theory extends the RBV by its focus on understanding firms’ ability 

to use resources (Schweizer et al. 2015). The key concept is the process by which managers 

seek new business combinations by aligning existing or new resources (Teece 2007). The 

assumption is that firms should possess and utilize specific processes, which are necessary to 

transform resources into valuable outputs (Vorhies and Morgan 2005). Capabilities are 

understood as something beyond resources (Teece 2018), which are valuable inputs for firms 

to develop and maintain competitive advantage (O'Cass and Weerawardena 2010). Dynamic 

capabilities have been characterized as a firm’s ability to “integrate, build, and reconfigure 

internal and external competencies to address rapidly changing environments” (Teece et al. 

1997, 516).21 Dynamic capabilities are often described as the firm’s ability to adapt to or 

implement strategic change (Schweizer et al. 2015), or as an ability to create and implement 

effective business models (Teece 2018). In contrast, operational or ordinary capabilities are 

rather located at the shop-floor level and enable a firm to perform an activity on an on-going 

basis using more or less the same techniques to support existing products and services for the 

same customer population (Helfat and Winter 2011; Winter 2003). Eisenhardt and Martin 

(2000, 1107) clarify that dynamic capabilities are identifiable, specific processes by which firms 

acquire and reconfigure resources to generate new value-creating strategies. Helfat and Winter 

(2011, 1244) add that dynamic capabilities have an intended and specific purpose and are 

activities that are repeatedly “done” in a firm, instead of being performed in an ad hoc manner. 

If an activity cannot be repeated frequently in a particular manner, almost by definition, a firm 

cannot be said to have a “capacity” to do something (Helfat and Winter 2011, 1244). Lastly, 

Eisenhardt and Martin (2000, 1106) argue that the functionality of dynamic capabilities can be 

duplicated across firms, thus acknowledging the existence of industry “best practices”. Drawing 

on Eisenhardt and Martin (2000), Helfat and Winter (2011), and Teece et al. (1997) we then 

arrive at our definition of a dynamic capability as an identifiable and specific process, which is 

                                                 

21  For discussion of the concept “dynamic capability” please refer to the original articles by Eisenhardt and Martin 
(2000), Helfat and Winter (2011), and Teece et al. (1997). Schweizer et al. (2015) provide a synthesis of the 
research field. The discussion between Arend and Bromiley (2009) and Helfat and Peteraf (2009) highlights 
potential gaps in theory and clarifies some misunderstandings regarding the definition of terms. 
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repeatable, and has the purpose to generate new business strategies by developing and 

adjusting the resource configuration in a firm. 

Note that our definition of dynamic capabilities does not include a reference to firm 

performance or competitive advantage, as this would lead to tautological conclusions 

(Eisenhardt and Martin 2000; Schweizer et al. 2015). The theory become tautological when 

resources or capabilities are defined according to the VRIN22 criteria as drivers of competitive 

advantage, or when observing superior performance and attributing that performance to 

whatever unique resources or capabilities are existing within the firm. In contrast, Eisenhardt 

and Martin (2000), Helfat et al. (2007), and Helfat and Peteraf (2009) point out that by defining 

dynamic capabilities in terms of their ability to manipulate resources, their value is defined 

independent of firm performance; such a definition enables empirical falsification. In the same 

way, our definition does not include the criteria of inimitability because as argued by Eisenhardt 

and Martin (2000, 1106), the value of a dynamic capability for competitive advantage lies in 

the resource configurations that it creates, not in the existence of a capability itself. Two firms 

might have similar dynamic capabilities, but the degree to which they are able to make use of 

these capabilities (so called “technical fitness”, cf. Helfat et al. 2007) is what actually 

determines their value (Helfat et al. 2007; Helfat and Peteraf 2009). Accordingly, in line with 

Eisenhardt and Martin (2000) and others (Helfat et al. 2007; Helfat and Winter 2011) we relax 

the VRIN assumptions in the sense that in order to state that an activity is in fact a dynamic 

capability we neither need to show that this activity is hard to imitate by rivals, nor that this 

activity delivers value. 

Literature acknowledges that firms typically possess dynamic capabilities in various 

functional areas, such as innovation (e.g. Grabner et al. 2018; Schilke 2014), alliance 

management (e.g. Schilke 2014), information technology (e.g. Chae et al. 2017), and marketing 

(e.g. Cacciolatti and Lee 2016; Mishra and Modi 2016; Vorhies and Morgan 2005). Further, 

literature suggests that different types of dynamic capabilities build a complex system (Teece 

2018, 43). While most authors have studied various dynamic capabilities in isolation (see 

reviews by Kamboj and Rahman 2015; Krasnikov and Jayachandran 2008), only few 

researchers followed up on the question whether different capabilities build upon each other 

(Morgan et al. 2009a; Vorhies et al. 2009). For example, Morgan et al. (2009a) analyzed the 

                                                 

22  Within Barney’s (1991) VRIN framework, a resource is a source of sustainable competitive advantage if it is 
valuable, rare, inimitable, and nonsubstitutable. Note that the criteria of the VRIN framework rule out industry 
“best practices” as a source of competitive advantage because industry “best practices” are not rare and imitable 
as per definition many firms can understand and copy a “best practice”. 
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complementarity between market-sensing, CRM, and branding capabilities, and Vorhies et al. 

(2009) focused on complementarities between several specialized and architectural marketing 

capabilities. While Morgan et al. (2009a) and Vorhies et al. (2009) found support for 

complementarity between different types of marketing capabilities, there is no evidence 

regarding the complementarity between capabilities in the functional areas of marketing and 

management accounting, which is the interest of this paper. 

We focus on two types of firm capabilities that are pivotal for firm performance: 

marketing and management accounting. Since we have an a-priori expectation that these two 

sets of capabilities enhance each other’s functioning and thus complement each other, the 

decisions to invest in these two capabilities should be studied as a pair of interrelated decisions 

(cf. Brynjolfsson and Milgrom 2012). 

4.2.1.1. Marketing capability 

Based on previous marketing and strategic management literature we select five distinct 

capabilities related to marketing: pricing, product development, distribution, communication, 

and branding (Morgan et al. 2009a; Vorhies and Morgan 2005). Previous literature (Morgan et 

al. 2009b; Vorhies 1998) indicates that these activities are dynamic capabilities as they promote 

strategic change. In line with Vorhies and Morgan (2005, 82) we define pricing as the ability to 

extract the optimal revenue from the firm’s customers. The purpose of pricing is to set value 

maximizing prices that are neither too low – in order to achieve higher margins, nor too high – 

in order to maximize sales volumes (Dutta et al. 2003, 616). Product development capability is 

the ability of managers to combine their varied skills and functional backgrounds to create new 

products and services that generate additional revenues (Eisenhardt and Martin 2000, 1107). 

Distribution capability is firms’ ability to establish and maintain channels of distribution that 

effectively and efficiently deliver value to end-user customers (Vorhies and Morgan 2005, 82). 

Communication capability is firms' ability to manage customer value perceptions (Vorhies and 

Morgan 2005, 82). Branding capability refers to the processes and activities that enable a firm 

to develop, support, and maintain strong brands (Morgan et al. 2009a, 285). 

There are several reasons why we focus on these capabilities. First, all five capabilities 

are essential pieces of a firm’s marketing strategy (e.g. Cravens and Piercy 2013), implying that 

these elements are likely to be relevant to most of the firms in our target population. Second, 

the five capabilities are among the most frequently mentioned types of dynamic capabilities in 

the extant literature (e.g. Kemper et al. 2011; Morgan et al. 2009a; Morgan et al. 2009b; Vorhies 
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1998; Vorhies and Morgan 2005) which allows to build on existing studies. Third, decisions 

related to pricing, product development, distribution, communication, and branding impact both 

the revenue and the cost side of a firm’s P&L, and better marketing decisions arguably lead to 

higher firm profitability (Morgan et al. 2009b) and cash-flows (Vorhies et al. 2009). Fourth, 

prior literature suggests that these marketing capabilities are closely related to strategic 

management accounting (e.g. Cadez and Guilding 2008; Roslender and Hart 2002; 2003), 

which suggests a natural link to the management accounting capabilities. Hence, given the 

interest of this study to understand how firms in competitive environments build their 

capabilities portfolio, these marketing capabilities are well suited to the purpose of this study. 

4.2.1.2. Management accounting capability 

There are two opposing views in literature regarding management accounting being a 

capability. One view suggests that management accounting is not a capability but a resource 

(Barney 1991). If management accounting is conceptualized as a resource within the RBV 

framework, then VRIN assumptions apply, suggesting that management accounting needs to 

be value adding, rare, inimitable, and nonsubstitutable to deliver competitive advantage. The 

most prominent article in defense of this view is Barney (1991). Barney (1991) argues that 

management accounting by itself is unlikely to be a source of competitive advantage because it 

does not fulfil the VRIN criteria. He explicitly assumes that all firms have access to similar 

management accounting practices because these practices have been thoroughly described and 

documented in a wide variety of public sources, and the physical hardware needed to process 

management accounting information can be purchased in the market (Barney 1991, 113–114). 

This line of argument denies differences in the quality of the management accounting function 

between different firms and rejects the possibility that some firms might have better and more 

qualified management accounting experts then others. If management accounting is 

conceptualized as a resource, then it cannot be defined in terms of dynamic capability theory, 

because the nature of dynamic capabilities is to change the resource configurations within the 

firm (Eisenhardt and Martin 2000). 

Another view suggests that management accounting is a capability. Henri (2006) is one 

of the authors in defense of this view. For instance, he argues that a firm’s ability to reach a 

balance between opposing uses of performance measurement systems, for example in 

stimulating innovation and tracking financial targets, is a valuable, distinctive, and imperfectly 

imitable capability. Henri (2006) implicitly assumes that the output of a well-balanced 

performance measurement system is valuable for a firm and that firms differ in the way how 
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well performance measurement systems are balanced. This suggests that, in addition to the 

ability to reach a balance in the use of performance measurement systems, other elements of a 

management accounting system might be understood as dynamic capabilities as well. 

Despite the call by Henri (2006) to open a debate concerning the role of management 

accounting as a capability, this discussion has been absent in the literature. Until recently 

management accounting researchers have simply avoided to conceptualize management 

accounting as a capability. The study by Peters et al. (in press) is the first that uses the term 

“dynamic capability” in the context of management accounting. They argue that the use of 

interactive profit-planning systems can be understood as dynamic capabilities because these 

systems are used to plan and manage strategic business change, which is at the core of the DC 

definition by Helfat et al. (2007). The absence of the “management accounting as a capability”-

debate is notable, as management accounting function arguably plays an important role in 

reconfiguring resources of the firm, for example by allocating budgets (e.g. Schoute and 

Wiersma 2011) or by setting management targets (e.g. Dekker et al. 2012). 

In this study, we view management accounting as a dynamic capability, since it. i) is an 

identifiable and specific process, ii) which is purposeful, iii) repeatable, iv) and changing 

resource configuration in a firm. To make our study more specific, we focus on four key 

elements in management accounting: 1) the ability to gather and use detailed cost information, 

2) customer accounting, 3) the ability to use non-financial measures, and 4) efficiency and 

productivity measurement.23 

The capability to gather and use detailed cost information refers to the ability of the 

management accounting function to supply data about various cost and revenue objects such as 

products or regions (Pizzini 2006). Cost and revenue accounting is part of the process of 

preparation, interpretation and communication of financial information to management 

(Anthony et al. 2014, 12). This process is characterized by a rhythmic, coordinated and 

                                                 

23  There are several reasons why we selected these elements of management accounting. The first reason is that 
these elements have been previously linked to marketing, both theoretically (e.g. Foster and Gupta 1994) and 
empirically (e.g. Borle et al. 2008, 100; Cardinaels et al. 2004; Mia and Chenhall 1994). For example, 
Cardinaels et al. (2004) have demonstrated empirically that accurate cost data are beneficial for setting market 
prices. Borle et al. (2008, 100) pointed out that customer valuation is an important measure to evaluate the 
success of marketing decision. Mia and Chenhall (1994) found that performance of marketing managers 
increased when they used non-financial performance measures in their work. The second reason is that these 
elements are among the most researched topics in management accounting literature (e.g. Davila 2000; Hall 
2008; 2011; Gerdin 2005; Pizzini 2006). The last reason is that each element relates to a different set of 
processes in management accounting and jointly these elements provide a more holistic picture on a firm’s 
management accounting function. 



144  CHAPTER 4 

recurring series of steps intended to accomplish a specified purpose (Anthony et al. 2014, 39). 

The purpose of revenue and cost accounting is usually described as to check, ex post, whether 

firms’ plans have made sufficient progress in monetary terms (Anthony et al. 2014, 39). Such 

systems promote implementation of strategies that reduce waste, for example though investing 

into more cost efficient technology (e.g. Dutta et al. 2016). 

Customer accounting refers to the ability to understand how much net benefit can be 

expected from a customer today (Borle et al. 2008; Guilding and McManus 2002; Kumar et al. 

2008). The purpose is to make marketing activities more efficient and effective, for example by 

approaching different customers differently based on their expected value (Borle et al. 2008). 

Customer accounting is a process involving data collection, analytical modeling, and customer 

classification or valuation (cf. Borle et al. 2008; Gupta et al. 2006). This process is repeated 

regularly, in some occasions even after every customer transaction (Borle et al. 2008). Firms 

can use customer accounting measures to target high-value customers and thus to strengthen 

their customer base (cf. Borle et al. 2008). 

The ability to use non-financial measures refers to the firm’s capability to gather and 

analyze qualitative measures such as customer or employee satisfaction (Bryant et al. 2004; 

Libby et al. 2004; Van der Stede et al. 2006). Measurement of non-financial data requires 

processes of metric definition/selection, data measurement, interpretation, and communication 

(cf. Cavalluzzo and Ittner 2004). The purpose is to improve efficiency and effectiveness through 

improved evidence-based decision-making based on a balanced set of measures (Cavalluzzo 

and Ittner 2004). Reports exist that firms use non-financial measures regularly, for example on 

yearly (Wiersma 2008) or quarterly basis (Nagar and Rajan 2001), with the frequency of use 

depending on the exact purpose. The impact of the use of non-financial measures on firms has 

been a topic of a large amount of studies that are better summarized elsewhere (Luft 2009). In 

general, this literature indicates that the use of non-financial measures can support strategic 

change in firms, if properly applied (e.g. Catasús et al. 2007; Tayler 2010). 

Efficiency and productivity measurement refers to a firm’s ability to analyze the costs 

and the benefits of different functions, plants, departments, or any other responsibility centers 

(cf. Arora 2009, 1.12). The responsibility centers can be defined either through the 

organizational hierarchy (e.g. by divisions or functions) or by their location in the value chain 

(e.g. production, sales etc.) (cf. Anthony et al. 2014, 86). The exact process of efficiency and 

productivity measurement is likely to depend on each firm’s implementation decisions. Existing 

case study reports indicate, however, that common to the different processes are the general 
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steps of i) defining the control object, i.e. is the boundaries of the responsibility centers to be 

controlled, ii) collecting cost and benefit data, iii) allocation of direct costs and benefits to the 

control object, iv) allocation of indirect costs and benefits to the control object, v) reporting of 

the results to the management or interested stakeholders (e.g. Bourne et al. 2005; Cavalluzzo et 

al. 1998; Dekker 2003; Shank and Govindarajan 1992). The frequency with which this process 

is performed can vary by firms, with some firms running the process monthly (e.g. Bourne et 

al. 2005). The purpose is to enable planning, controlling, and decision-making at the level of 

the responsibility center (cf. Arora 2009, 1.13). The insights provided by this process can be 

used to restructure organizations and/or to improve value creation processes in a firm. Table 19 

summarizes the arguments above. Overall, we conclude that management accounting can be 

characterized as a dynamic capability as defined by the dynamic capability theorists (Eisenhardt 

and Martin 2000; Teece et al. 1997). 

TABLE 19 

Criteria for evaluation of management accounting capability 

  Elements of management accounting 

 

 

Ability to use 
detailed cost 
information 

Ability in customer 
accounting 

Ability to use non-
financial measures 

Ability in  
efficiency and 
productivity 
measurement 

C
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Identifiable and 
specific 
processes 

Yes, specific 
activities to gather 

and use cost 
information 

Yes, specific 
activities and 

metrics to account 
for customers 

Yes, specific activities 
to gather and use non-
financial information 

Yes, activities to 
gather information 

about functions 

Repeatable Typically monthly or 
even daily 

Typically monthly 
or at each purchase 

At least yearly or 
quarterly 

Monthly in some 
firms 

Purposeful Yes, e.g. for cost 
cutting, strategy 

implementation, and 
external reporting 

Yes, to understand 
customer value 

Yes, to quantify non-
financial aspects of 

business 

Yes, to understand 
costs and added 

value of functions 

Resource 
reconfiguration 

Yes, if used to 
change cost 
structures 

Yes, to strengthen 
customer base 

Positive reports exist Yes, if used for 
steering 

4.3. Hypotheses development 

4.3.1. Are management accounting and marketing capabilities substitutes or 

complements?  

It has been emphasized in literature that marketing and management accounting 

functions have different perspectives and adopt different philosophies (Hambrick and Mason 

1984; Whitler et al. 2018). Marketing focuses mainly on building positive brand image and 

increasing sales (Doyle 2000; Siahtiri et al. 2014; Srivastava et al. 1998), while management 

accounting is more concerned with the measurement and reporting of (non)financial 
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information that help managers to achieve the goals of the organization (Bhimani et al. 2015). 

Management accounting should provide ‘‘good’’ (i.e., relevant and useful) data that enhance 

managerial decision making, and thereby lead to improved economic performance Pizzini 

2006). A possible competitive strategy could be then to compete based on capabilities in just 

one of these functional areas that is perceived by management to be the most critical (cf. 

Salancik and Pfeffer 1977, 5). Prior literature has indicated that certain functions tend to 

dominate in a firm, leading to this functions’ overemphasized influence on firm’s decisions 

(Feng et al. 2015; Hambrick and Mason 1984). Given that different departments compete for 

limited resources within a firm (Vieregger et al. 2017), it could be that capabilities in one 

department (management accounting) could be substituted for by the capabilities in the other 

department (marketing), or vice versa depending upon the strategic priorities and other 

organizational circumstances of the firm. In addition, transfer of knowledge across functional 

boundaries (which is necessary to benefit from strong capabilities in two departments) can be 

rather difficult and complicated (Luo, Slotegraaf and Pan 2006).  

On the other hand, a substantial number of studies have argued that marketing and 

management accounting should be aligned in order to generate additional competitive 

advantages (e.g. Doyle 2000; Cardinaels et al. 2004; Chari et al. 2017; Foster and Gupta 1994; 

Luo et al. 2006; Ruyter and Wetzels 2000; Roslender and Hart 2002; Verhoef and Leeflang 

2009). Some have further argued that one function, for instance marketing (e.g. Feng et al. 

2015, 5; Whitler et al. 2018, 88), leverages the capabilities of other functions by providing 

inputs that improve the outcomes of the other functions’ work. It could be then that strong 

capabilities in management accounting complement capabilities in marketing. We further 

develop this idea based on the following arguments. 

We argue that management accounting can lead to improved marketing capabilities by 

avoiding an overemphasis on short-term actions and sales growth (Rust, Lemon and Zeithaml 

2004) and by creating a focus on marketing accountability and long-term value creation 

(Verhoef and Leeflang 2009). While traditionally marketing has primarily focused on sales 

growth, the pressure to deliver shareholder value implies the need for marketers to achieve 

profitable growth (Doyle 2000; Luo and Donthu 2006). Unprofitable growth has been one of 

the most common sources of corporate failure (e.g. Davidsson et al. 2009) and previous 

literature suggests that revenue and profitability rarely increase simultaneously (e.g. Steffens et 

al. 2009). Rather, there is generally a trade-off between (excessive) revenue growth and 

profitability  (Anderson et al. 1997; Morgan et al. 2009a; Nezami et al. 2018). For example, 

Nezami et al. (2018) show empirically that expanding sales by offering a broader range of 
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additional services led to a decrease in profitability in a sample of 227 manufacturers listed in 

the S&P 1500. The reason is that offering additional services requires substantial investment 

and reduces operational efficiency (Nezami et al. 2018). Hence, increasing revenue is not the 

same as increasing shareholder value.  

Prior literature indicates that in many firms the traditional focus of marketing on sales 

is prevalent (Doyle 2000; Siahtiri et al. 2014; Srivastava et al. 1998) and marketing departments 

are often steered based on non-financial measures such as customer satisfaction or market share 

that are not directly linked to long-term profitability (Doyle 2000; Verhoef and Leeflang 2009). 

Such an approach to marketing corresponds to the idea often found in marketing literature that 

customer satisfaction and sales will eventually transform into economic value (e.g. Anderson 

et al. 2004; Gruca and Rego 2005). Doyle (2000, 299) points out that this belief is misleading 

because lowering prices and increasing service levels can always increase sales, market share 

and customer satisfaction yet such a policy would be a quick route to bankruptcy. Hence, if 

marketing is working towards increasing market share (or revenue) at any costs, then 

profitability is a matter of chance. 

The management accounting functions’ priority is to achieve and maintain acceptable 

level of (long-term) profitability (e.g. Otley 2007). For example, the task of the management 

accountants in a firm described by Lambert and Pezet (2011) was to explain to others how far 

prices could be cut during online reverse auctions in order to maintain the desired level of 

profitability. The job profile of a typical management accountant today requires training in 

financial analysis techniques, ability to collect financial and non-financial data, ability to 

organize data in a meaningful way, and ability to derive conclusions from that data (Howieson 

et al. 2014; Roslender and Hart 2002). Accordingly, the output of a well-functioning 

management accounting function is information that is useful in improving managerial 

decisions (Hall 2010; Wall and Greiling 2011).  

As no corporate function operates in isolation, the insights developed by the 

management accountants are presumably made available to other functions within an 

organization such as research and development (Jørgensen and Messner 2010; Hughes and 

Pierce 2006; Rabino 2001), strategy (Brandau and Hoffjan 2010; Dixon 1998), or marketing 

(Artz et al. 2012; Foster and Gupta 1994; Roslender and Hart 2002; Verhoef and Leeflang 

2009). In reviewing the literature, Hall (2010) concludes that managers of different functions 

actually use management accounting information to develop knowledge of their own work 

environment; such information can help managers to prepare for unknown future decisions and 
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activities. Foster and Gupta (1994) surveyed marketing practitioners and found that accounting 

information was perceived valuable by them, but many marketers reported a need for better 

accounting information. Artz et al. (2012) found that marketing managers use management 

accounting information in their strategic decision-making, but the intensity of use depends on 

the quality of the information. 

This evidence suggests that better management accounting capabilities will lead to 

better marketing decisions (see also Luo et al. 2006). For example, better management 

accounting capabilities could help improve a firm’s marketing efficiency by guiding senior 

managers to focus on long-term profitable customers that contribute most to shareholder value. 

It may also help avoid selling products with features that are relatively unprofitable, or offer 

customer services that are not valued by the customers (and hence are unlikely to create value 

in the long run). On the other hand, marketing capabilities help to connect the firm with the 

customer, identify and initiate new innovations or translate customer needs into the pipeline of 

innovations, and develop actions to market products or services that represent meaningful 

deviations from common marketing practices in product or service categories (Verhoef and 

Leeflang 2009). Prior research on the interaction of marketing and management accounting 

(e.g. Moorman and Rust 1999; Verhoef and Leeflang 2009) also suggests that frequent 

cooperative interaction enhances the level of communication and knowledge sharing across 

these functions; in addition, frequent interactions across functional areas may also serve as a 

mechanism that helps functions both recognize where potentially useful market knowledge 

could serve and route it to the destinations across functional boundaries for improved outcomes 

(Luo et al. 2006) This suggests that Consequently, the level of marketing capability increases 

with the level of management accounting capability because the quality of one functions’ output 

will lead to better quality of another function’s output as well. In turn, firm managers will be 

more likely to invest in marketing capability because they will expect positive returns from this 

investment (Doyle 2000). It follows that the level of marketing capability is likely to increase 

with the level of management accounting capability, because better management accounting 

capabilities will lead to a better use of marketing capabilities. From the discussion above, we 

formulate the following hypothesis: 

HYPOTHESIS 1. Marketing and management accounting capabilities are complements. 



MANAGEMENT ACCOUNTING AND MARKETING CAPABILITIES                           149 

 

4.3.2. The impact of competition 

The degree of complementarity between management accounting and marketing 

capabilities depends on the contribution of the management accounting function to marketing, 

and vice versa (cf. Brynjolfsson and Milgrom 2012; Milgrom and Roberts 1995). It is likely 

that this joint contribution will differ depending on the competitive environment of the firm.  

If the competition intensity is low, then per definition customers have very few 

alternatives to a given firm’s product; this makes it easier for a firm to attract customers and to 

achieve desirable price levels on the market (Banker and Mashruwala 2007). Hence, the 

pressure on the marketing department to show profitable growth is relatively low, as any 

increase in revenue is likely to result in higher (long-term) profit margins anyway. If this is the 

case, then the contribution of the management accounting department to the marketing 

department’s decisions is less valuable compared to its contribution in firms operating in more 

competitive markets, because the danger of unprofitable growth is not very high. Hence, firms 

that compete based on high marketing capability and face little competition, for example 

prospector firms (Desarbo et al. 2005), do not need to simultaneously invest in management 

accounting capabilities as well. Management accounting and marketing capabilities are then 

not related. 

If the competition intensity is high, then there are plenty of alternative offerings 

available to the customers leading to higher price elasticities and lower profitability on the 

market level (Banker and Mashruwala 2007). As discussed earlier, to increase long-term 

profitability of their marketing activities, firms could try to establish stronger management 

accounting capabilities (c.f. Artz et al. 2012). However, this effort is not costless. The costs in 

building stronger capabilities include tangible resources, such as personnel and consulting 

budgets, and more intangible resources such as management attention (Drnevich and 

Kriauciunas 2011; Schilke 2014). Furthermore, even if a firm wanted to invest in management 

accounting capability, it might take years to develop the right skills (e.g. Anderson et al. 2002; 

Sandino 2007). We argue that firms that do not have strong management accounting capability 

will also be less likely to accept high costs of marketing when the pressure on profit margins is 

high. They will rather prefer to forego investment in marketing capabilities as well, because in 

absence of management accounting capability the profitability of marketing activities would be 

lower. Hence, firms that have weak management accounting will also have low marketing 

capability in situations where profitability is relatively harder to achieve, as is the case under 

more intense competition.  
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On the other hand, firms that do have strong management accounting capability are 

likely to derive relatively greater benefit from this capability’s contribution to marketing when 

competition is high, compared to situations where competition is low. Under conditions of high 

competition (i.e., low profit margins, low customer loyalty, low first-mover advantage, and the 

large failure of products launched outside their survival zones), the benefits of combining 

marketing and management accounting capabilities are high (see also Ax et al. 2008). 

Combining marketing and accounting capabilities increases the probability that prices are set 

adequately, customer demands are adequately identified and prices in new products launched, 

customer and channel servicing costs will be monitored and managed adequately, contracts with 

suppliers are adequately designed and competitor actions can be retaliated adequately (Vorhies 

and Morgan 2005; Ax et al. 2008). This leads to our second hypothesis: 

HYPOTHESIS 2. The complementarity between marketing and management accounting 

capabilities is more pronounced in highly competitive environments compared to less 

competitive environments. 

4.4. Research method 

4.4.1. Sample and data collection 

Data were collected through a questionnaire following the suggestions by Leeuw et al. 

(2008). To collect data we selected all active German firms in the Amadeus database with a 

yearly revenue above ten million Euro and more than 150 employees from different industries. 

Firms from finance and insurance industries, real estate and (investment) holdings were 

excluded. This selection resulted in 11.886 firms. 11.221 firms had active email addresses in 

the database, which is our target sample population. Next, we proceeded in three steps to obtain 

data for the selected companies. First, we send out two surveys: one addressing the top manager 

responsible for management accounting (typically a CFO); and another addressing the 

marketing responsible (typically a CMO, sales officer or similar). Names of the respective 

managers and their individual email addresses were downloaded from the Amadeus database. 

In each survey, we asked the management accounting (marketing) manager responsible to 

provide answers to the general questions related to the firm and to specific questions related to 

the firm’s capabilities in management accounting (marketing). This step resulted in 685 

responses. We also asked if the respondents perceived themselves knowledgeable enough to 

provide answers regarding the capabilities of the other function. Those, who felt knowledgeable 

enough, were asked to answer the questions regarding the other function as well. Second, for 
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those firms that did not provided complete answers, we identified a contact persons in the 

related function and asked these persons via email to provide additional answers to a survey 

that was already (partly) answered by their colleagues from the other department. These steps 

resulted in 313 complete answer sets with information from both marketing and accounting 

functions, which is our final sample used for analysis. Lastly, we downloaded financial and 

non-financial information for respondent-firms from the Amadeus database and merged this 

data with the survey responses. 

Table 20 gives the sample key statistics by industry (Fama & French categorization), 

including the average size of the firms measured with revenue and the number of employees, 

EBITDA-Margin, change of the EBITDA-Margin in the last two years, and competition 

intensity. Table 21 shows the distribution of firms across size deciles. 

We apply several steps to test for a potential non-response bias. First, we split the total 

sample in size deciles in terms of employees and revenue and compare the distribution of 

respondents and non-respondents across deciles. Second, we compare the industry distribution 

of respondents and non-respondents. Third, we compare the means of age, EBITDA-Margins, 

and complexity of respondent and non-respondent firms. While there are no significant 

differences in size, industry distribution, and complexity, respondent firms are on average 4 

years younger (40.0) compared to non-respondents (44.0) and have on average 1.2 percent 

higher EBITDA-Margin (8.9 percent vs. 7.7 percent). Fourth, we compare the averages of the 

survey constructs of the first 30 percent of respondents with the last 30 percent of respondents, 

assuming that the late respondents are similar to the non-respondents. Untabulated results 

revealed no significant differences, except that the late respondents have slightly higher scores 

on differentiation and lower score on customer accounting (p < 0.05). In total, statistics show 

that there are no substantial non-response bias considerations in our sample. 
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TABLE 20 

Sample key statistics by industry (Fama & French categorization) 

  N 
Number of 
employees 

Operating 
revenue EBITDA-

Margin* 

Change 
last two 

years 
EBITDA-
Margin* 

Competition 
Intensity 

Years 
firm 

existed 
in 2017 (th EUR) 

  Count Mean Mean Mean Mean Mean Mean 
Other (e.g. 
Transport, 
Hotels, Bus. 
Serv.) 

93 897 137,120 9.8 1.0 4.4 46.0 

Manufacturing 57 3,576 921,055 6.3 -1.5 4.5 56.4 

Wholesale, 
Retail 

49 1,332 1,885,663 6.0 -0.8 5.2 45.0 

Healthcare, 
Medical 
Equipment, and 
Drugs 

42 3,745 1,077,703 9.1 0.2 3.8 43.3 

Consumer Non-
Durables 
 

22 537 97,762 9.8 -0.2 5.1 64.4 

Business 
Equipment (e.g. 
Computer, 
Software) 

19 21,012 4,539,175 10.7 -0.2 5.1 45.4 

Utilities 
 

12 875 755,525 15.6 0.5 3.9 43.7 

Consumer 
Durables (e.g. 
Cars, TV's, 
Furniture) 

11 27,369 15,404,441 6.2 0.4 4.8 26.2 

Chemicals and 
Allied Products 

8 1,531 523,003 11.1 3.6 4.7 80.9 

Total 313 4,254 1,665,022 8.8 0.0 4.5 49.0 

Notes: This table shows averages of the variables by Fama & French 12 industry groups; 
marked variables (*) are winsorized at 2%. 

 

To test for potential common method bias we apply Harman’s one-factor test by loading 

all survey items on one factor (Podsakoff et al. 2003).24 The unrotated one-factor solution 

explained 17.2 percent of the variance. Further, principal component analysis using all items 

with varimax rotation revealed 14 factors rather than one, and the first factor explained 6.6 

percent of the total variance. Thus, neither a single factor appeared nor did one factor account 

                                                 

24  A priori, it was attempted to reduce the potential effects of common method variance by presenting the items 
in the online questionnaire on separate pages and by assuring respondent anonymity to reduce possible 
evaluation apprehension (Podsakoff et al. 2003, 888). 
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for a large portion of the variance in the data, implying that other factors than the measurement 

method account for the observed variance (Podsakoff et al. 2003, 889).  

TABLE 21 

Sample description by size 

    Operating revenue (th EUR) Number of employees 

 Decile Count Min Max Mean Min Max Mean 

1 24 10.000 23.451 17.540 150 177 162 

2 26 25.000 35.161 29.416 180 212 196 

3 24 36.800 46.500 41.553 218 254 239 

4 22 47.500 58.807 52.935 255 299 276 

5 32 59.077 75.000 67.083 300 365 333 

6 33 76.345 92.879 83.546 373 445 401 

7 33 94.607 127.272 108.518 456 648 536 

8 22 130.470 198.643 161.568 664 887 778 

9 27 202.126 364.046 265.113 906 1.555 1.182 

10 38 372.003 167.154.000 11.719.112 1.726 363.000 27.799 

Total 281 10.000 167.154.000 1.665.022 150 363.000 4.254 

Notes: This table shows sample statistics by size deciles. 

4.4.2. Measurement 

We developed a survey instrument relying on prior literature where possible. We 

drawing on dynamic capability literature in marketing develop the questions on dynamic 

capabilities in management accounting. Next, the questionnaire was translated to German.25 We 

pre-tested the instrument by asking three practitioners to complete the questionnaire and to give 

us their feedback. This has led to some minor adjustments in the original survey design. All 

answers were given on a Likert scale with a range of 1 to 7, as shown in Table 22. 

                                                 

25  Special attention was devoted to the translation of the survey items from English to German. First, an English 
version of the survey based on existing instruments was developed. Then, we translated each item into German 
and asked three managers to translate the German items back into English. Then, we compared the original 
(English) version of the items with the back-translation and checked whether the items asked a similar question. 
Corrections were made to the German items and the back-translation was performed several times, until all 
readers agreed that there were no major differences between the original and back-translated versions. 
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4.4.2.1. Management accounting capability 

Because management accounting literature lacks instruments to measure dynamic 

capability, we turned to existing literature in marketing to develop relevant survey questions 

(Morgan et al. 2009a; Morgan et al. 2009b; Vorhies et al. 2009). For instance, we asked the 

respondents to indicate how well the firm was able to perform several activities in the 

management accounting function. The answers were given on 16 items, each covering different 

aspects of management accounting. These items were borrowed from the literature on cost 

system design (Hall 2008; 2011; Pizzini 2006) and performance measurement system design 

(Lillis and van Veen-Dirks 2008). In doing so, we measure the ability of firms to provide 

detailed cost information, customer accounting, non-financial information, and operations 

accounting. We understand the four activities as sub-elements of the overall dynamic capability 

in management accounting. Because management accounting capabilities of rival firms might 

be difficult to observe by our respondents, we use standard Likert-type seven-point scale with 

anchors of “not at all” and “to a very large extent”. The survey instrument is provided in the 

annex. The first-order factors analysis reveals four independent factors with eigenvalues greater 

than one explaining 72 percent of the total variance (Table 22, panel A). Each factor was 

calculated as the average of the items related to the respective factor. Note that two items were 

dropped from the analysis because of high cross loadings. The Cronbach’s alphas of the 

resulting first-order factors reported on the diagonal in Table 24 range from 0.79 to 0.85. 

This study measures management accounting capability as a single construct made up 

of the four sub-elements of this process. A second-order factor analysis demonstrates that the 

four sub-elements reflect a higher-order construct. The second-order factor representing the 

management accounting dynamic capability explains 58 percent of the joint variation generated 

by these four activities (Table 22, panel B) and has a Cronbach’s alpha of 0.75 (Table 24). 
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TABLE 22 

Construct validity 

Panel A: Factor loadings and variance explained  
     

Factor¹ Detailed 
cost 

inform. 

Customer 
Accounting 

Non-
financial 
Measures 

Efficiency and 
productivity 
measurement 

 

Variance explained by factor 23.23 13.47 16.63 18.57  
Costs by customer 0.761        
Costs by product 0.709  

   

Life cycle costs 0.745  
   

Costs by region 0.674  
   

Product profitability 0.782  
   

Customer profitability²  0.327 
   

Customer lifetime value  0.864 
   

Customer assets  0.850 
   

Employee satisfaction   0.851 
  

Innovation performance measures   0.793 
  

Customer satisfaction   0.876 
  

Costs by function   
 

0.706 
 

Costs in supply chain   
 

0.715 
 

Sales channel profitability   
 

0.775 
 

Regional profitability   
 

0.690 
 

Operational efficiency²       0.458 
 

 
     

Factor¹ Pricing Product Distribution Communication Branding 
Variance explained by factor 17.67 15.64 17.67 16.49 15.15 
Pricing skills 0.849  

   

Knowledge of competitors pricing 0.900  
   

Monitoring competitors prices 0.906  
   

Develop new products  0.899 
   

Exploit R&D investment  0.920 
   

Launching new products  0.681 
   

Relationships with distributors   0.877 
  

Value to distributors   0.905 
  

Support to distributors   0.891 
  

Executing advertising programs   
 

0.863 
 

Advertising management   
 

0.894 
 

Public relations skills   
 

0.827 
 

Brand positioning   
  

0.762 
Positive brand image   

  
0.857 

Brand awareness         0.817 

  

(This table is continued on the next page) 
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TABLE 22 (continued) 
     

 

Factor¹ Differentiation 
Strategy 

Cost 
Leader 

Strategy    
Variance explained by factor 31.09 28.46    
Premium brand 0.745      
Differentiated products 0.821 

 
   

High prices 0.723 
 

   
Customer value 0.816 

 
   

Standardization of products 
 

0.723    
Standardization of processes 

 
0.825    

Economies of scale 
 

0.752    
Cost efficiency   0.697    
      
Factor Competition 

intensity     
Variance explained by factor 63.42     
Competition sales 0.836     
Competition quality 0.673     
Price competition 0.807     
Competition to get new 
customers 

0.856 

    
Competition to keep existing 
customers 

0.862 

    
Risk of new competitors 0.652     
Competition market share 0.857     

      
      
Factor Market 

potential     
Variance explained by factor 87.20     
Potential market size 0.934     
Growth opportunities 0.934     
        
Factor Environmental 

dynamism     
Variance explained by factor 54.50     
Activities of competitors 0.664     
Customer demands 0.780     
Suppliers actions 0.659     
Production technologies 0.784     
New products 0.791     
      
Notes: This table reports the results of the principal component analysis of survey items. The 
variance extracted for each construct is reported above each column. Factor loadings that are used in 
the final measurement of constructs are in bold. Factor loadings below 0.3 are not shown. ¹) Rotation 
method: Varimax with Kaiser Normalization. ²) Item dropped from analysis because of low or cross-
loading. 
 
 

  
(This table is continued on the next page) 
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TABLE 22 (continued) 
 

Panel B: Second-order factor analysis (factor loadings and variance explained)  
 

Second-order factor Management accounting  
dynamic capability 

Variance explained by factor 57.75 
Detailed cost information 0.789 
Customer Accounting 0.651 
Non-financial Measures 0.721 
Efficiency and productivity measurement 0.862 

 
 

Second-order factor Marketing  
dynamic capability 

Variance explained by factor 46.89 
Pricing 0.651 
Product 0.652 
Distribution 0.657 
Communication 0.669 
Branding 0.785  

 
Notes: This table reports the results of the second-order factor analysis. The variance 
extracted for each construct is reported above each column. 

4.4.2.2. Marketing capability 

Marketing capability was measured with 15 items from Vorhies and Morgan (2005) and 

Morgan et al. (2009a) (for branding), that were also previously used by Kemper et al. (2011) 

and Morgan et al. (2009b). The items relate to a firms’ capability in pricing, product 

development, distribution, communication, and branding. The first-order factor analysis reveals 

five independent factors with eigenvalues greater than one explaining 83 percent of the total 

variance (Table 22, panel B). The Cronbach’s alphas of the resulting factors range from 0.84 to 

0.92 (Table 24). 

Because we measure marketing capability as a single construct, we perform a second-

order factor analysis using the five sub-elements of marketing capability as input factors. The 

second-order factor analysis demonstrates that the five sub-elements reflect a higher-order 

construct (Table 22, panel B), explaining 47 percent of the variance. Cronbach’s alpha is equal 

to 0.71 (Table 24). 
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4.4.2.3. Competition intensity 

Competition intensity was measured with items from Hoque et al. (2001) and Hoque 

(2011). The PCA indicated that all items load on one factor explaining 63 percent of the 

variance (Table 22, panel D). The Cronbach’s alpha is 0.90 (Table 24). 

4.4.2.4. Controls 

In line with prior literature we control for firms’ size, age, market potential, strategy, 

and environmental dynamism (e.g. Abernethy et al. 2013; Auh and Merlo 2012; Chenhall 2003; 

Dekker et al. 2013; Schilke 2014; Vorhies 1998; Vorhies et al. 2009). Firm size is measured as 

the natural logarithm of the yearly revenue. Firm age is the number of years since the founding 

date. Both size and age measures were downloaded from the Amadeus database. Market 

potential was measured with two survey items from Abernethy et al. (2013) and Auh and Merlo 

(2012) that measure the potential size and growth prospects of the market. The Cronbach’s 

alpha of this factor is 0.85. Strategy was measured with 8 items from Artz et al. (2012). PCA 

found two factors with eigenvalues greater than one explaining 59 percent of the total variance 

(Table 22, panel C). The Cronbach’s alphas of the resulting factors are 0.74 and 0.78. To 

measure environmental dynamism we apply the five survey items from Bedford (2015), Burkert 

and Lueg (2013) and Dekker et al. (2013). All items load of one factor with resulting 

Cronbach’s alpha of 0.79. We control for industry by using 12 dummy variables based on Fama 

& French categorization. In addition, we control for organizational complexity using recorded 

data in Amadeus. Our proxy for complexity is constructed as a formative index (c.f. Coltman 

et al. 2008; Diamantopoulos and Siguaw 2006) which accounts for the number of recorded 

subsidiaries, the number of recorded branches, and the number of companies in corporate group. 

The index is calculated as the average of the natural algorithm values on each of the three 

variables. 

4.4.3. Complementarities 

There are two approaches in literature to test the interdependency between 

organizational elements: the demand function approach and the production function approach 

(Grabner and Moers 2013). Grabner and Moers (2013) provide an overview of the assumptions 

involved in both approaches; and Masschelein and Moers (2018) compare the two dominant 

statistical approaches in the management control literature to test for the presence of 

interdependencies.  
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The first approach, following Arora and Gambardella (1990), implies the construction 

of demand functions, where the presence of one organizational element (in our case a functional 

capability) is correlated with the presence of another, conditional on joint determinants. This 

method corresponds to the “congruence” approach to fit, i.e., examining an association between 

several functional capabilities (cf. Grabner and Moers 2013, 413). The implicit assumption in 

the demand function approach is that the firms on average optimize their organizational 

capabilities – or disappear from the market – and that it is hence possible to infer from the 

observed sample the average optimal organizational configurations (Grabner and Moers 2013; 

Masschelein and Moers 2018). The focus is on the choices made by an organizational decision 

maker (e.g. board of directors) regarding which functional capabilities should be developed.26 

Hence the empirical test is aimed at examining whether or not the capabilities are developed 

jointly, which implies that these choices covary (cf. Grabner and Moers 2013, 414). Because 

simple (unconditional) correlation analysis is not informative about interdependencies between 

different capabilities as this correlation might be biased upwards or downwards by joint 

determinants, the empirical test (of conditional correlation) implies a construction of a series of 

regressions where the demand for a capability is regressed on a set of organizational and 

contextual determinants. The pair-wise correlations of the residuals of these demand regressions 

are estimates of the conditional correlations between the different capabilities (cf. Grabner and 

Moers 2013, 414).  

The demand function approach has some advantages that we considered beneficial for 

the scope of this study. First, this approach has been used in prior literature to study problems 

involving simultaneous occurrence of various management accounting elements (e.g. 

Abernethy et al. 2015; Arruñada et al. 2001; Grabner 2014; Baik et al. 2016). Second, this 

approach does not involve an estimation of performance effects of interdependencies, which 

would require a theory and an empirical measure of performance related to both capabilities 

(cf. Grabner and Moers 2013, 413). Third, using a simulation analysis Masschelein and Moers 

(2018) recently showed that the demand function approach is relatively stable to violations in 

the optimality assumptions in terms of type I and type II errors. 

The second approach, notably Ichniowski et al. (1997) and Ichniowski and Shaw (1999), 

requires an estimation of a production function where a set of input factors, including 

                                                 

26  We explicitly assume that a central decision making authority, for example the board of directors or central 
controlling exists in firms that simultaneously decides how much resources should be allocated to each 
function, with resource allocation being related to capability building. Typically, this decision is made within 
the yearly budget allocation process. We thank Isabella Grabner for this point. 
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interactions between organizational elements, is regressed on an outcome variable. The implicit 

assumption in this approach is that a substantial number of firms exist on the market that deviate 

from the optimal condition (Grabner and Moers 2013; Masschelein and Moers 2018). Under 

this assumption the interaction between the two capabilities is positively correlated with 

performance (cf. Masschelein and Moers 2018). Although this approach has been used 

previously as well (e.g. Bedford 2015; Bedford et al. 2016), it has several disadvantages for our 

study. First, we do not have sufficient information to confidently estimate a production function 

involving firms’ capabilities. For example, the study by Nezami et al. (2018) illustrates how 

one production factor can imply various functional forms in the relationship to different 

performance measures (sales, profitability, earnings volatility). Similarly, marketing and 

management accounting capabilities are likely to affect different performance criteria within 

the firm (e.g. revenue vs. cost control), so that it is not clear to us which performance criteria is 

to be used.27 Lastly, Masschelein and Moers (2018) reported that the production function 

approach suffers from elevated type I error rates and loses power to detect true 

interdependencies when implicit optimality assumptions deviate from true optimality. 

We decided to follow the demand functions approach for the reasons described above. 

Consistent with Arora and Gambardella (1990), we consider the two dynamic capabilities to be 

complementary (substitutive) when the correlation between ε1 and ε2 from the following 

regression equations is positive (negative) and significant. 

 

ACCOUNTING = α0 + α1 COST LEADERSHIP + α2 DIFFERENTIATION + α3 

COMPLEXITY + α4 MARKET POTENTIAL + α5 ENVIRONMENTAL 

DYNAMISM + α6 LN REVENUE + α7 AGE + Industry Controls + ε1 

 

MARKETING = β0 + β1 COST LEADERSHIP + β2 DIFFERENTIATION + β3 

COMPLEXITY + β4 MARKET POTENTIAL + β5 ENVIRONMENTAL 

DYNAMISM + β6 LN REVENUE + β7 AGE + Industry Controls + ε2 

                                                 

27  See Richard et al. (2009) and Steigenberger (2014) for the discussion of the consequences of the research 
design choices related to performance measures choice. 
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4.5. Results 

4.5.1. Descriptive statistics 

Table 23 presents summary statistics and Table 24 presents the correlation matrix. 

TABLE 23 

Descriptive statistics 

 N Min Max Mean 
Std. 

Deviation 
Management Accounting Capability 313 1.00 6.05 3.83 0.94 

Marketing Dynamic Capability 313 1.00 6.60 4.17 0.99 

Accounting Details 313 1.00 7.00 3.87 1.39 

Customer Accounting 280 1.00 7.00 3.16 1.59 

Non-financial Measures 307 1.00 7.00 3.99 1.61 

Efficiency and productivity measure. 312 1.00 7.00 4.20 1.23 

Pricing Capability 307 1.00 7.00 3.77 1.37 

Product Capability 288 1.00 7.00 4.52 1.27 

Distribution Capability 239 1.00 7.00 4.39 1.53 

Communication Capability 302 1.00 7.00 3.92 1.45 

Branding Capability 311 1.00 7.00 4.49 1.54 

Differentiation Strategy 312 1.00 7.00 4.77 1.40 

Cost Leader Strategy 311 1.00 7.00 4.40 1.30 

Competition Intensity 313 1.00 7.00 4.47 1.49 

Market Potential 310 1.00 7.00 4.08 1.42 

Environmental Dynamism 311 1.00 6.00 3.76 0.96 

Firm Complexity 273 0.69 7.00 2.52 1.25 

Years respondent works 305 1.00 33 6.62 5.30 

Number of employees 2017 282 150 363,000 4,240 29,605 

Operating revenue (th EUR) 2017 281 10,000 167,154,000 1,665,022 12,367,289 

No of recorded subsidiaries 283 0 1,944 21 141 

No of recorded branches 204 1 259 9 23 

No of companies in corporate group 283 0 1,741 117 270 

EBITDA-Margin 2017* 215 -3.04 28.62 8.75 6.63 

Change EBITDA-Margin 2017 to 15* 207 -12.41 10.36 0.05 3.94 

Herfindahl-Hirschman-Index 

(Industry concentration) 303 34 4,325 875 849 

Notes: marked variables (*) are winsorized at 2% 



 

TABLE 24  

Correlations among survey constructs 

  1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 

Management Accounting Capability 1 0.75                               

Marketing Dynamic Capability 2 0.245** 0.71               

Accounting Details 3 0.620** 0.208** 0.85              

Customer Asset Accounting 4 0.672** 0.162** 0.208** 0.79             

Non-financial Measures 5 0.609** 0.172** 0.038 0.211** 0.85            

Efficiency and Productivity 6 0.718** 0.130* 0.462** 0.289** 0.234** 0.80           

Pricing Capability 7 0.180** 0.642** 0.192** 0.173** 0.017 0.139* 0.90          

Product Capability 8 0.165** 0.617** 0.136* 0.059 0.169** 0.059 0.233** 0.84         

Distribution Capability 9 0.171** 0.674** 0.135* 0.059 0.124 0.149* 0.354** .322** 0.92        

Communication Capability 10 0.248** 0.652** 0.113 0.156* 0.222** 0.165** 0.204** 0.187** 0.211** 0.90       

Branding Capability 11 0.105 0.766** 0.091 0.104 0.119* -0.026 0.323** 0.360** 0.290** 0.466** 0.87      

Differentiation Strategy 12 0.190** 0.510** 0.050 0.118* 0.213** 0.128* 0.219** 0.393** 0.220** 0.453** 0.412** 0.78     

Cost Leader Strategy 13 0.267** -0.078 0.292** 0.152* 0.066 0.199** 0.040 -0.108 0.065 -0.015 -0.126* -0.235** 0.740    

Competition Intensity 14 0.253** 0.211** 0.255** 0.262** 0.063 0.147** 0.274** 0.118* 0.056 0.060 0.119* 0.252** -0.029 0.90   

Market Potential 15 0.270** -0.008 0.143* 0.161** 0.206** 0.182** -0.024 0.159** 0.021 -0.024 -0.055 0.109 0.199** 0.081 0.85  

Environmental dynamism 16 -0.073 -0.128* -0.119* 0.117 -0.056 -0.112* -0.094 -0.036 -0.014 -0.134* -0.074 -0.083 -0.102 0.133* -0.124* 0.79 

Firm complexity† 17 0.105 .215** 0.172** 0.033 0.002 0.093 0.143* 0.213** 0.135 0.099 0.170** 0.082 0.118 0.046 0.079 -0.01 
Notes: This table reports Pearson correlation between variables. The diagonal of the matrix is the Cronbach’s alpha for each variable. *, ** Indicate p < 0.05 and p < 0.01, respectively, two-tailed. 
†Firm complexity is a formative variable for that no reliability statistics is provided (cf. Coltman et al. 2008; Diamantopoulos and Siguaw 2006). 
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4.5.2. Conditional correlation analysis 

Panel A of Table 25 presents the results of the regressions.  Both models are significant 

at one percent level and explain between 16 and 35 percent of the variance in the data (adj. R2). 

The dynamic management accounting capability increases with the cost leadership strategy (p 

< 0.01), differentiation strategy (p < 0.01), market potential (p < 0.01), and firm age (p < 0.05). 

The dynamic marketing capabilities increases with the differentiation strategy (p < 0.01), firm 

complexity (p < 0.05), and size (p < 0.01). 

Panel B of Table 25 shows the conditional correlations, i.e. the correlations between the 

regression residuals. The correlation in the total sample (column one) is positive and significant 

at five percent level (r = 0.14; p < 0.05), which provides support for H1. To further understand 

this relationship, we split the total sample of firms at the mean of competition intensity. As 

shown in columns two and three, the conditional correlations of the capabilities are not 

significant in the low competition group (r = 0.04; p > 0.05) and are highly significant in the 

high competition group (r = 0.26; p < 0.01). These coefficients imply that accounting and 

marketing dynamic capabilities are not complementary related in firms that operate in low 

competition environment, and that a complementary relationship exists only in high 

competition environment. Hence, H2 is supported. 

To further corroborate our findings regarding H2 we follow the approach described by 

(Grabner 2014) and estimate the probability that firms will have high scores on both marketing 

and management accounting dynamic capabilities. For that purpose, we calculate a dummy 

variable HIHI set to one, if a firm has above mean dynamic capability in both functional areas 

at the same time, and zero otherwise. There are 90 firms that satisfy this criteria (Panel A of 

Table 26). We estimate the following probit model: 

HIHI = γ0 + γ1 COMPETITION INTENSITY + γ2 COST LEADERSHIP  

+ γ3 DIFFERENTIATION + γ4 COMPLEXITY + γ5 MARKET POTENTIAL  

+ γ6 ENVIRONMENTAL DYNAMISM + γ7 LN REVENUE + γ8 AGE + Industry 

Controls + ε3 

Panel B of Table 26 shows the results of the regression. Supporting our previous 

findings, the probability that a firm will be at the above average level in both dynamic 

capabilities significantly increases with the competition intensity (p < 0.01). 
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TABLE 25 

Analysis of complementarity 

Panel A: Regression analysis (demand functions) 

 Model 1 Model 2 

Dependent variable: 
Management accounting  

dynamic capability 
Marketing  

dynamic capability 
Cost Leader Strategy 0.172*** 

(0.046) 
-0.019 
(0.043) 

Differentiation Strategy 0.142*** 
(0.041) 

0.329*** 
(0.038) 

Firm Complexity 0.051 
(0.047) 

0.091** 
(0.043) 

Market Potential 0.139*** 
(0.041) 

-0.045 
(0.038) 

Environmental Dynamism -0.013 
(0.057) 

-0.087 
(0.053) 

Ln of operating revenue 0.028 
(0.042) 

0.157*** 
(0.04) 

Firm age 0.133** 
(0.062) 

0.010 
(0.058) 

Industry dummy Yes yes 
adj. R² 0.16 0.35 
F 4.5*** 10.45*** 
n 313 313 

Notes: This table reports the unstandardized coefficients from the regressions of the 
respective capabilities on their joint determinants in the subsample of low competition 
intensity firms. Standard errors are in parentheses. *, **, *** Indicate p < 0.10, p < 0.05, and 
p < 0.01, respectively, two-tailed. 

 

Panel B: Conditional correlations between dynamic capabilities in marketing and 
management accounting 

 

Total sample 
Low 

competition sub-
sample 

High 
competition sub-

sample 

.138* 0.041 .255** 

 

Notes: This tables reports the correlations of the residuals of the regressions reported in panel 
A in the total sample and in two sub-samples divided by competition intensity. *, ** indicate p 
< 0.05, p < 0.01, respectively, two-tailed. 
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TABLE 26 

Panel A: Number of firms with different levels of dynamic capabilities in marketing and 
management accounting 

 

 

Both capabilities  
low 

Both capabilities  
high  

 Count Count Total number 
Low Competition 131 28 159 
High Competition 92 62 154 
Total number 223 90 313 

 

Panel B: Likelihood of having high dynamic capabilities in both marketing and management 
accounting 

Dependent variable: HIHI 

Competition Intensity 0.234*** 
(0.074) 

Cost Leader Strategy 0.176** 
(0.084) 

Differentiation Strategy 0.259*** 
(0.076) 

Firm Complexity 0.144* 
(0.079) 

Market Potential 0.122* 
(0.073) 

Environmental dynamism -0.076 
(0.100) 

Ln of operating revenue 0.185*** 
(0.071) 

Firm age 0.003 
(0.110) 

Industry dummy Yes 

Pseudo R² (Nagelkerke) 0.35 
Chi-Square sig. 0.00 
n 313 

 

Notes: This table reports the probit models estimating the probabilities of having both 
marketing and management accounting capabilities at a high level. HIHI is a dummy variable 
set to one, if both dynamic marketing and management accounting capabilities are each above 
median at the same time, and zero otherwise. *, **, *** indicate p < 0.10, p < 0.05, and p < 
0.01, respectively, two-tailed. 
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4.5.3. Robustness 

Several robustness checks were performed to corroborate our main findings. First, we 

used alternative measures for firm size, market potential, complexity, and competition intensity. 

The alternative measure of size was calculated as the natural logarithm of the number of 

employees. The alternative market size variable was calculated similar to Chen et al. (2015) as 

the natural log of the total sales of the industry based on Fama and French (1997) 12 industry 

categories. As an alternative measure of complexity we used a dummy variable set to one if the 

firm is a public limited company, and zero otherwise. We decided to use the legal form of the 

firm as a proxy for complexity because of a greater degree of regulations and transparency 

norms that that public limited companies have to comply with. 

In calculating the alternative measure of competition intensity we follow Chen et al. 

(2015) and Krishnan (2005) and use the Herfindahl-Hirschman Index (HHI) based on Fama 

and French (1997) 12 industry categories. HHI is calculated as the sum of the squared market 

shares in percentage points of all firms in an industry, where a firm’s market share is calculated 

as firm’s sales divided by the sum of total sales in an industry. HHI can thus range from a 

number close to zero in industries with many firms with very low market shares to 10000 in 

industries where one firm has 100 percent of the market. Hence, low HHI represents low (high) 

industry-level concentration (competition intensity) and high HHI represents high (low) 

industry-level concentration (competition intensity). The use of HHI instead of competition 

delivers similar results (untabulated). 

Second, we control for regulated industries as it has been found that regulation impacts 

firms’ need for management accounting (Chen et al. 2015; Said et al. 2003). A regulation 

dummy variable takes the value of one if the firm operates in a regulated industry (SIC codes 

40–49), and zero otherwise. The untabulated results do not change. 

Third, to split the total sample in subsamples with high and low competition intensity 

we used not only the median, but also the mean and the upper quartile of the survey construct. 

Not tabulated results remain unchanged. In addition, we also used the mean and the median 

value of the alternative measure of competition intensity (HHI) to separate the subsamples, and 

arrived at comparable results. 

4.6. Conclusions and discussion 

Our study finds evidence that dynamic capabilities in marketing and management 

accounting are complements. This relationship is strong under high levels of competition 
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intensity, and non-existent when competition intensity is low. Alternative model specifications 

and robustness checks corroborate this result. This finding adds to our understanding of how 

firms develop their dynamic capabilities in management accounting and marketing when they 

face competitive pressure. The finding of a high degree of both marketing and management 

accounting capabilities in firms with high competition suggests that both marketing and 

management accounting capabilities are considered useful by firms that face such high levels 

of competition since these capabilities support them in reconfiguring the resources in such a 

way that they can generate valuable new strategies. Given that in a highly competitive market 

there are many alternative offerings, identifying the right market opportunities is important to 

survive. The finding that marketing and management accounting capabilities are complements 

in highly competitive environments also suggests that it is the combination of both marketing 

and management accounting that firms find valuable under conditions of high competition, 

because the combination will help them to launch new products and/or services and set the right 

prices (see also Ax et al. 2008; Vorhies and Morgan 2005). This study contributes to the 

dynamic capability theory by investigating how firms develop these two specific capabilities. 

It also contributes to the management accounting literature by showing that when studying 

complementary relations between elements within management accounting and other fields it 

can be worthwhile to broaden the scope to include also marketing dynamic capabilities. 

In future research, our results on the complementarities between firms’ dynamic 

capabilities can be further substantiated by a broader empirical analysis of the relationship 

between capabilities in marketing and management accounting. As indicated earlier, we focus 

only on selected elements of marketing and management accounting and we thus do not capture 

all dimension of firms’ capabilities in these areas. Future research may focus on a more 

elaborate set of capabilities. In addition, other contextual variables than competition intensity 

may be taken into account that can influence the level of investment in both types of capabilities. 

We think that this is a promising area for further research. 

This study is not free of limitations. First of all, our model is relatively simple; we cannot 

eliminate the problem of unobserved variables. If significant joint determinants of firms’ 

capabilities exist that are not controlled for in the regression, then the effect of these unmeasured 

determinants cannot be distinguished from the true conditional correlation between capabilities. 

Second, survey data could suffer from the common source bias that is not identified by out post-

hoc analyses. Third, there are problems related to the use of self-reported variables. It could be 

that respondents misrepresent the true state of their firms’ capabilities because of lack of 

knowledge of desirability issues. Finally, as we used only data from Germany, the results of 
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this study cannot be generalized to other countries or institutional settings. This study’s merit 

depends on the validity of the underlying assumptions. For instance, it is explicitly assumed 

that managers in firms make deliberate choices regarding which dynamic capabilities they want 

to build up. While the results do not give any reason to expect this, it could also be the case, 

however, that this choice is not deliberate, but that a central budgeting rule exists that 

determines these choices (e.g. industry-wide rule to spend a fixed percentage of last year’s sales 

on each capability in the current year). Another limitation is the use of cross sectional data. The 

implicit assumption is that the demands for different functional capabilities across different 

firms are comparable, which might not be true.  

Despite these limitations, we believe that our results contribute to the understanding of 

the role and value of dynamic capabilities in both the management accounting and marketing 

literatures. What is more, we think that both literatures could benefit from increased cross 

dissemination, as there are potentially interesting research questions at the intersection between 

marketing and management accounting. 

.  
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Appendix 

Survey instrument 

Management accounting capability 

To what extent are employees is your firm capable of providing insights in the costs for the 
following areas? Please refer to all costs of the firm, such as production, administration, selling 
and so on. (1 = not at all; 7 = to a very large extent) 

1. Evaluating costs by customer 
2. Monitoring costs by product 
3. Calculating life cycle costs of products/services 
4. Measuring costs by region 
5. Evaluating costs by function or department in the firm 
6. Monitoring costs in the supply chain 

 

How well is your firm able to perform the following activities? (1 = not at all; 7 = to a very 
large extent) 

7. Calculating product profitability 
8. Analysing sales channel profitability 
9. Analysing regional profitability 
10. Monitoring customer profitability 
11. Providing insights in customer lifetime value 
12. Valuation of customers as long-term assets to the firm 
13. Gain insights in operational efficiency 
14. Monitor employee satisfaction data 
15. Use innovation performance measures while developing products/services 
16. Use customer satisfaction measures 

Marketing capability 

Compared to the major competitors of your firm, how well do you think is your firm in the 
following areas of marketing? (1 = much worse; 7 = much better) 

1. Using pricing skills and systems to respond quickly to market changes 
2. Knowledge of competitors' pricing tactics  
3. Monitoring competitors' prices 
4. Ability to develop new products/services 
5. Developing new products/services to exploit R&D investment 
6. Successfully launching new products/services 
7. Having strong relationships with distributors 
8. Adding value to distributors' businesses 
9. Providing high levels of service support to distributors 
10. Executing advertising programs 
11. Advertising management 
12. Public relations skills 
13. Using customer insights to identify valuable brand positioning 
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14. Maintaining a positive brand image relative to competitors 
15. Achieving high levels of brand awareness in the market 

Competition intensity 

How intense was each of the following types of competition in your industry for the past three 
years? (1 = negligible; 7 = extremely intense) 

1. Competition in selling and distribution 
2. Competition for quality and variety of products/services 
3. Price competition  
4. Competition to get new customers 
5. Competition to keep existing customers 
6. Risk of new competitors entering the market 
7. Competition to gain market share 

Strategy 

To what degree does the competitive strategy of your firm emphasize the following goals? (1 = 
strongly disagree; 7 = strongly agree) 

1. Building up premium product or brand image 
2. Offering highly differentiated or innovative products 
3. Obtaining high prices 
4. Creating superior customer value by knowledge of customers’ preferences and customized 

products 
5. Standardization of products and services with few variants and ancillary services 
6. Standardization of processes in production and sales 
7. Using economies of scale in purchasing volumes 
8. Cost efficiency in overhead functions and general administration 
 

Environmental dynamism 

Please indicate the predictability of the environment in which your firm operates. (1 = very 
unpredictable; 7 = very predictable) 

1. Market activities of competitors 
2. Customer demands, tastes, and preferences 
3. Suppliers’ actions 
4. Production technologies and development of new knowledge 
5. Development of new products/services in the industry 

Market potential 

To which degree do you agree with the following statements regarding the potential customers 
of your firm? (1 = strongly disagree; 7 = strongly agree) 

1. The potential size of our main market in Euro is very large 
2. The growth opportunities that exist within the industry in which we compete are very high 
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Abstract 

This study examines the relationship between organizational lifecycle stages, the adoption of 

strategic management accounting (SMA) practices, and the performance consequences of SMA 

adoption. Using survey data from 377 firms operating in German speaking countries I find that 

the firms’ adoption rates of SMA increase from the birth to the revival lifecycle stages and 

decrease at the decline stage. In addition, I find that firms that negatively deviate from the SMA 

benchmark (underfit) at a certain lifecycle stage have lower performance compared to the firms 

that are better fitted to their developmental stage. There is no negative performance effect, 

however, for firms that adopt too much SMA practices (overfit). These results suggest that firms 

that fail to implement sufficient level of SMA suitable for their development stage will not 

develop as fast as their competitors will. The implication for managerial practice is that greater 

efforts should be directed towards eliminating underfit than overfit. 

 

JEL classification: M41, G3 

Keywords: Life cycle theory; contingency theory; fit as profile deviation; asymmetry of 

misfit; survey.  
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5.1. Introduction 

How do firms adapt their strategic management accounting (SMA) practices to their 

lifecycle and what are the performance consequences of such adaptations? The motivation of 

this research is a well-documented finding that organizations differ in the degree to which they 

implement SMA during their lifetime (Davila and Foster, 2005; 2007; Davila et al., 2009; 2015; 

Sandino, 2007). As recently created firms evolve and develop more complex structures, so does 

the adopted portfolio of SMA practices develop and mature. From the contingency theory point 

of view (Donaldson, 1987; 1995; 2001), this adaptation process is likely to be driven by firms’ 

desire to “fit” their SMA-design to the change of their organizational characteristics as they 

progress over time. If this adaptation process leads to better fit between SMA and the lifecycle, 

then we should observe firms with higher degrees of fit to have higher organizational 

performance (Chenhall, 2003; 2006a). Conversely, firms that do not fit should have lower 

performance compared to the better-fitted companies. 

There is, however, some controversy regarding the forms of fit and associated 

performance effects. The traditional view found in management accounting research has been 

that any deviation from the optimal design, that is any type of misfit, is negatively associated 

with performance (e.g. Chenhall, 2003; 2006a/b; Gerdin and Greve, 2004). This literature 

implicitly assumes that the direction of misfit is irrelevant for performance and that the 

performance effects of misfit are symmetrical. Such an assumption makes sense for firms with 

stable structures that simply need to find their equilibrium to perform better. Empirical results 

supporting this view has been provided, for example, by Sandino (2007) and King et al. (2010). 

Sandino (2007) found that firms from a retail sector perform better if they do not deviate from 

the benchmark regarding the use of four different types of SMA practices. King et al. (2010) 

found symmetric effects of misfit regarding budget use in a set of small medical practices in 

Australia. In that view, any portfolio of SMA practices that does not fit the optimal level leads 

to lower performance. 

However, such a view could be ill-suited for the analysis of organizations that move 

through different life cycle stages, as equilibrium conditions for each life cycle stage are likely 

to change. For example, a slim SMA portfolio with just few practices might be well fitted to 

simple organizations at an early life cycle stage while few years later, the same SMA portfolio 

might be outdated at a later life cycle stage as firms might simply outgrow their original SMA 

practices. Organizational literature provides an alternative model of fit that is more suitable for 
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the analysis of firms that are developing (cf. Klaas and Donaldson, 2009; Luo and Donaldson, 

2013).  

In this study I take an organizational theory perspective and build my analysis on the 

general theoretical model of asymmetric misfit proposed by Klaas and Donaldson (2009). This 

model describes the fit of organizational structures to contingency factors and the performance 

consequences of fit (or mistit). In this model, organizations are differentiated into three groups: 

i) fit – an organization does not significantly deviate from a theoretically optimal benchmark; 

ii) underfit – an organization has implemented an organizational design that is less well 

developed compared to the benchmark; and ii) overfit – an organization has implemented an 

organizational design that is too extensively developed compared to the benchmark. Two 

assumptions are essential to the model. First, both forms of misfit are detrimental to 

performance – but for slightly different reasons: firms in underfit do not establish necessary 

organizational structures to support their organizational goals while firms in overfit spend too 

many resources on overly sophisticated structures that could have been used somewhere else in 

the organization. Second, the waste of resources in overfit is less detrimental for a firm than the 

lack of necessary structures in firms that are in underfit (Klaas and Donaldson 2009).  

I apply this model to analyze the asymmetric consequences of misfit between the level 

of SMA adoption to contingencies at different life cycle stages. If this model is applicable in 

the SMA context, then it should be possible to calculate a benchmark SMA profile and the 

deviations from this benchmark should be associated with lower firm performance. Further, the 

performance consequences of firms that lag behind (underfit) other firms at a given lifecycle 

stage should be worse than of the firms that run ahead (overfit) of the benchmark.  

Empirical studies in management accounting drawing on the asymmetric model of 

misfit exist. For example, Henri (2010) found in a sample of Canadian manufacturing firms that 

the effect of misfit regarding the periodic review of performance indicators was negative for 

both types of misfit, but the effect was stronger in the subsample of firms in underfit. Van der 

Stede et al. (2006) found that only firms in underfit in terms of performance measurement 

diversity had negative performance in a sample of US and European manufacturing firms. 

These findings support the asymmetric effect of misfit. This view could be better suited for the 

analysis of firms that move through different life cycle stages because underfit is a much bigger 

problem than overfit for firms that are developing (Klaas and Donaldson, 2009). 

There are two reasons why firms that move through different life cycle stages could 

have asymmetrical performance effects from benchmark deviation. First, firms that are 
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developing typically increase their organizational complexity over time, and that complexity 

necessitates new approaches to management control and SMA practices (Sirmon et al., 2011; 

Miller and Friesen, 1984). If investment in SMA practices is too low, developing firms tend to 

run into underfit over time. Second, the implementation of new SMA practices is likely to occur 

in a lumpy manner because when increasing SMA sophistication, businesses are forced to do 

so in larger rather than smaller increments (cf. King et al., 2010). Consequently, firms at the 

beginning of their lifecycle have to choose between two bad choices: to remain in underfit by 

not implementing sufficient SMA practices, or to implement a set of SMA practices with a risk 

of overfit. Note that ignoring the costs of SMA practices implementation, the latter might be 

better for an organization in terms of improved decision making capabilities. 

As my focus is to test the misfit predictions on firms that are developing, I use the 

lifecycle concept to describe the developmental level of organizations (Miller and Friesen, 

1984). Each lifecycle stage is characterized by integral complementarities amongst a diverse 

array of characteristics, and each stage exhibits certain significant differences from other stages 

(Miller and Friesen, 1984). Miller and Friesen propose five stages: birth, growth, maturity, 

revival, and decline. I use the lifecycle stage as a predictor variable besides commonly used 

controls such as age, size, or organizational structure because I am interested in measuring the 

overall developmental level of a firm (Silvola, 2008). The lifecycle variable is well suited to 

capture such factors as “newness” - a factor that has been emphasized in literature on 

entrepreneurial growth (Stam, 2010, p. 130) - with newness being related to the processes of 

mobilizing resources and learning (cf. Garnsey et al., 2006).  

The empirical analysis is based on survey data of 377 firms operating in German 

speaking countries measuring organizational lifecycle variables, the adoption rates of 15 

different SMA practices, performance, and other controls. In a first step, I examine the adoption 

rates of SMA practices at different lifecycle stages in order to understand when the different 

practices are adopted. I find that, in general, the adoption of most types of SMA practices 

increases from the birth stage to the revival stage, and then decreases at the decline stage. In 

contrast, the adoption of traditional financial management practices (e.g. financial performance 

measures, cash flows, budgets), is relatively high at all stages of firms’ development. This 

finding is in line with Davila and Foster (2007) and Sandino (2007) and suggests that financial 

controls are essential for functioning of most of the firms in my sample, and are thus the first 

practices implemented in a newly created firm. These results further suggest that as firms 

mature they increase the degree of sophistication of their SMA practices.  
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In the second step, I analyze whether a deviation from an optimal SMA-profile is related 

to performance (cf. Gerdin and Greve, 2008, p. 1001).28 For that purpose, I estimate a 

benchmark model using the SMA adoption rate as the dependent variable and lifecycle as a 

predictor, among other control variables. Then, performance is regressed on the residuals from 

the benchmark model. The findings do not support the view that any deviation from the optimal 

profile is negatively related to performance. 

In the third step, I analyze the performance consequences of over-/underfit. For that 

purpose, I differentiate between negative deviation (underfit) and positive deviation (overfit) 

from the benchmark model (Klaas and Donaldson, 2009, p. 151; Luo and Donaldson, 2013, 

p. 3). That is, I differentiate between firms that lag behind and firms that run ahead of the 

theoretically optimal SMA-level, given their stage of development. I find that the negative 

deviation from the predicted profile is negatively related to performance, but the positive 

deviation is not. Detailed analyses revealed that this finding is driven by the adoption of 

planning, control and performance measurement, product and market oriented, and customer 

analysis systems. The results suggest that firms in underfit suffer more from inadequate 

adaptation of SMA practices than firms in overfit. These findings are robust to respecifications 

and are consistent with the asymmetry of misfit theory (Klaas and Donaldson, 2009; Luo and 

Donaldson, 2013).  

This paper provides several contributions. First, it contributes to the literature 

concerning the adoption of various management control techniques in firms at different 

developmental stages (e.g. Auzair and Langfield-Smith, 2005; Davila, 2005; Davila and Foster, 

2005; 2007; Davila et al., 2009; 2015; Granlund and Taipaleenmäki, 2005; Hoque and James, 

2000; Kallunki and Silvola, 2008; Moores and Yuen, 2001; Phan et al., 2014; Silvola, 2008). I 

add to this literature by providing additional evidence how firms at different developmental 

stages adopt 15 different SMA practices. Second, it contributes to the line of research 

investigating the performance consequences of the alignment between organizational variables 

and SMA practices (Govindarajan, 1988; Henri, 2010; Hyvönen, 2007; Ittner et al., 2003; King 

et al., 2010; Van der Stede et al., 2006; Verbeeten and Boons, 2009). I add to this literature by 

analyzing misfit from the lifecycle perspective. It has been noted that the lifecycle concept is a 

                                                 

28  This approach is based on the assumption that on average the sample firms have optimally chosen their SMA profile, 
given their current organizational characteristics (Ittner and Larcker, 2001; King et al., 2010; Van der Stede et al., 2006; 
Verbeeten and Boons, 2009). There will be, however, differences between the firms with some firms using too little and 
some firms using too much SMA. As it is further assumed that the firms that have the just right SMA profile will have 
better performance compared to others, it is possible to observe and to exploit performance information in the sample. 
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relevant contingency factor capturing the integral complementarities among multiple 

contingent variables that is well suited to describe firms’ development over time (Su et al., 

2015; 2017) – but this is the first study to analyze the performance consequences of SMA-

lifecycle misfit. Finally, I contribute by testing two conflicting hypotheses, one derived from 

the traditional view on contingency adaptation (Chenhall, 2003; 2006a/b), and the other from 

the idea of asymmetric effects of misfit (Klaas and Donaldson, 2009; Luo and Donaldson, 

2013). 

The rest of the paper is structured as follows. In section 5.2, prior literature is reviewed 

and the hypotheses of this study are developed. The research design is presented in section 5.3 

and the results in section 5.4. Section 5.5 contains the discussion and conclusions, followed by 

limitations and implications of this study. 

5.2. Literature review 

5.2.1. Strategic management accounting practices (SMA) 

Strategic management accounting is defined as “the provision and analysis of 

management accounting data about a business and its competitors, for use in developing and 

monitoring business strategy” (Simmonds, 1981, p. 26). The use of strategic management 

accounting practices enables firms to manage their competitive position by analyzing financial 

and operational data (such as product costs) and to develop and improve business strategies to 

better compete in the markets (Bromwich, 1990, p. 28). Prior literature provides several 

comprehensive overviews of SMA practices, as well as determinants and consequences of their 

adoption (e.g. Langfield-Smith, 2008). Based on existing overviews of the most known SMA 

practices (Cadez and Guilding, 2008; Cinquini and Tenucci, 2010; Davila and Foster, 2007; 

Guilding et al., 2000; Hoque, 2011; Libby and Waterhouse, 1996), I focus on the practices 

summarized in Table 27.  
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TABLE 27 

Strategic management accounting techniques (partly based on Cadez and Guilding 2008 and 

Guilding, Cravens, and Tayles 2000) 

SMA technique Description References 

Activity based 
costing 

A cost allocation method that assigns 
direct and indirect costs (e.g. overhead or 
common infrastructure) to units or 
products based on basic activities 
performed by these units or needed to 
produce a product. 

Anderson (1995); Bamber and 
Hughes II (2001); Cohen, Venieris, 
and Kaimenaki (2005); Foster and 
Swenson (1997); Gosselin (1997); 
Kaplan and Anderson (2004); 
Kaplan et al. (2014); Kallunki and 
Silvola (2008); Shank and 
Govindarajan (1993); Shields 
(1995) 

Benchmarking A structured comparison of organizational 
measures against a standard. 

Anand and Kodali (2008); Noël 
(2014); Shamma and Hassan 
(2013) 

Brand valuation The financial valuation of a brand through 
the assessment of brand factors such as 
leadership, stability, market, 
internationality, trend, support, and 
protection combined with historical brand 
profits. 

Cravens and Guilding (1999; 2000; 
2001); Ginevičius and 
Gudačiauskas (2004); Günther and 
Kriegbaum-Kling (2001); 
Haxthausen (2009); Murphy 
(1990); Salinas and Ambler (2009); 
Stolowy, Haller, and Klockhaus 
(2001) 

Competitive 
position 
monitoring 

Analysis of competitor’s market position 
by assessing and monitoring trends in 
competitor sales, market share, volume, 
unit costs, and return on sales. This 
information can provide a basis for the 
assessment of a competitor’s market 
strategy. 

D'Aveni (2007); Simmonds (1986) 

Customer 
lifetime value 
analysis 

Calculation of the monetary value of a 
customer during his or her customer 
relationship with the firm. The practice 
accounts for revenue generated with a 
customer, as well as for customer 
acquisition and retention costs. 

Borle, Singh, and Jain (2008); 
Blattberg, Malthouse, and Neslin 
(2009); Chang (2011); Gupta et al. 
(2006); Kumar et al. (2008); Shank 
(2006) 

Customer 
profitability 
analysis 

Calculating profit earned from a specific 
customer. The profit calculation is based 
on costs and sales that can be traced to a 
particular customer. This technique is 
sometimes referred to as ‘‘customer 
account profitability”. 

Chang (2011); Guilding and 
McManus (2002); Foster and Gupta 
(1994); van Raaij (2005); van 
Triest (2005) 

Integrated 
performance 
measurement, 
balanced 
scorecard 

A performance measurement system that 
includes a broad number of key 
performance indicators, both financial and 
non-financial. 

Chenhall (2005); Kaplan and 
Norton (1992; 1996a/b; 2006); 
Libby, Salterio, and Webb (2004) 

(This table is continued on the next page) 
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TABLE 27 (continued) 

SMA technique Description References 

Kaizen  
("continuous 
improvement", 
"lean 
management") 

Ongoing efforts to minimize costs of 
existing products or services through 
learning and (production) process 
improvement over the entire life-cycle of 
a product or a service. 

Burrows and Chenhall (2012); 
Modarress, Ansari, and Lockwood 
(2005); Monden and Hamada 
(1991) 

Product life 
cycle costing 

Calculation of costs of a product at 
different life stages of a product. These 
stages may include development, 
production, usage and maintenance and 
eventually abandonment. 

Asiedu and Gu (1998); Buxel, 
Esenduran, and Griffin (2015); 
Cole and Sterner (2000); Dunk 
(2004); Kleyner and Sandborn 
(2008); Newnes et al. (2008); 
Shank (2006); Sherif and Kolarik 
(1981); Wübbenhorst (1986) 

Target costing A method used during product 
development that involves estimating a 
cost of a product by subtracting from an 
estimated product price a desired profit 
margin. The result is a maximum allowed 
product cost. The product is then designed 
to meet that cost. 

Burrows and Chenhall (2012); 
Cooper and Slagmulder (1999); 
Kee and Matherly (2013); Monden 
and Hamada (1991); Shank (1999); 
Zengin and Ada (2009); Zimina, 
Ballard, and Pasquire (2012) 

Value-chain 
costing 

An activity-based approach where costs 
are allocated to activities along a value 
chain of products or services. 

Dekker (2003); Shank and 
Govindarajan (1992; 1993) 

Value-based 
and residual 
income 
measures (e.g. 
ROCE, EVA®) 

Financial performance measures 
representing the profitability of an 
investment, after accounting for the costs 
of capital (both debt and equity).  

Chakrabarti (2000); Sharma and 
Kumar (2010) 

Financial 
performance 
measures (e.g. 
profit, 
EBITDA) 

Financial measures of profitability derived 
from the income statement. These 
measures are primarily related to financial 
accounting but are also increasingly used 
for management control in numerous 
organizations. 

Anthony et al. (2014, 260–62) 

Cash flow 
reporting 

The analysis of inflows and outflows of 
cash during the year, as opposed to 
accrual based income statement analysis. 

Anthony et al. (2014, 340) 

Budgets Aggregated financial plan of the 
organization consisting of several building 
blocks such as revenue, costs, balance 
sheet, investment plan and other items. 

Anthony et al. (2014, 338–40) 
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5.2.2. Life cycle literature 

In order to understand the adoption of SMA practices over firms’ life, one needs to take 

into account the heterogeneity of these firms over time. To analyze this heterogeneity, I turn to 

the literature on the changing nature of the firm over the lifecycle. The lifecycle paradigm is 

well established in the organizational research (Adizes, 1979; Greiner, 1972; Greiner, 1998; 

Kazanjian, 1988; Miller and Friesen, 1984; van de Ven and Poole, 1995; Walsh and Dewar, 

1987). This paradigm describes the development of firms as a process by which firms move 

from one developmental stage29 to another. Several lifecycle models have been proposed in 

literature (Table 28). These models assume that companies move through different stages, each 

associated with certain organizational and managerial requirements (Kazanjian, 1988, p. 138). 

Although the number and the definition of the stages differ between the models, all of them 

start with a founding or a birth stage and end with some form of maturity or decline stage (Stam 

and Verbeeten, 2015). These models assume that a firm can only be at one stage at a certain 

point in time. Further, firms transit from one stage to another, while these transitions are 

accompanied by changing organizational contingencies, such as size and structure. Some 

models explicitly assume that organizations do not need to proceed through all stages in a linear 

manner (e.g. Miller and Friesen, 1984); rather, an organization may remain in one stage for a 

longer period, skip one stage or even return to an earlier stage (Miller and Friesen, 1984, 

p. 1176). 

According to Kazanjian (1988, p. 274) the transition from stage to stage is effected in 

three ways. First, there is a changing importance of the management problems (e.g. 

management of external relations vs. strategic positioning) across stages. Second, structures 

and processes that were not previously required are institutionalized. Third, existing elements 

of the organization may be altered. Altogether these changes are likely to lead to changes in the 

adopted SMA practices. In the next section these changes are discussed to a greater extend. 

                                                 

29  Despite a great number of studies on lifecycle theory, literature lacks a clear definition of what constitutes a 
lifecycle stage (Hanks et al., 1993, p. 7; Phelps et al., 2007, p. 4). Reviewing the extant literature, Hanks et al. 
(1993, p. 7) concluded that a lifecycle stage is a multidimensional construct consisting of organizational context 
and structure variables. The most commonly used elements of context identified by Hanks et al. (1993) were 
age, size, growth rate, and focal tasks or challenges faced by the firm. The elements of structure were 
formalization, centralization, and vertical differentiation, among others (Hanks et al., 1993, p. 7). An 
alternative definition of a lifecycle stage is provided by Kazanjian and Drazin (1990, p. 139) as a sequence of 

underlying problems that technologically based new ventures must face and resolve. In this paper the definition 
by Hanks et al. (1993) is used because it is in line with the contingency theoretical perspective. 



                                           

 

TABLE 28 

Life cycle stages in literature, adopted from (Hanks et al. 1993, 10) 

Reference 
Life cycle stages 

I II III IV V 
Adizes (1979) 1. Courtship 

2. Infancy 
3. Go-Go 
4. Adolescence 

5. Prime 
6. Stable 

  7. Aristocracy 
8. Early Bureaucracy 
9. Bureaucracy 
10. Death 

Churchill and Lewis 
(1983) 

1. Existent 
2. Survival 
3(D). Success-
Disengagement 

3(G). Success-Growth 
4. Take-Off 

5. Resource Maturity     

Flamholtz (1987); 
Flamholtz, Mozilo, and 
Randle (2007)  

1. New Venture 2. Expansion 3. Professionalization 
4. Consolidation 

  

Galbraith (1982) 1. Proof of 
Principle/Prototype 
2. Model Shop 

3. Start-Up/Volume 
Production 

4. Natural Growth 5. Strategic 
Maneuvering 

  

Greiner (1972; 1998) 1. Creativity 2. Direction 3. Delegation 4. Coordination 
5. Collaboration 

  

Kazanjian (1988) 1. Conception & 
Development 
2. Commercialization 

3. Growth 4. Stability     

Miller and Friesen (1984) 1. Birth 2. Growth 3. Maturity 4. Revival 5. Decline 
Quinn and Cameron 
(1983) 

1. Entrepreneurial 2. Collectivity 3. Formalization 4. Elaboration of 
Structure 

  

Scott and Bruce (1987) 1. Inception 
2. Survival 

3. Growth 
4. Expansion 

5. Maturity     

Smith, Mitchell, and 
Summer (1985) 

1. Inception 2. High Growth 3. Maturity     
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5.2.3. The relationship between SMA and life cycle 

Previous literature indicates that the use of SMA in firms is not static, but is changing 

across the lifecycle stages (Auzair and Langfield-Smith, 2005, p. 408; Davila and Foster, 2005; 

2007; Kallunki and Silvola, 2008; Moores and Yuen, 2001, p. 354). For example, Brignall 

(1997) argues that costing systems may need to change throughout the lifecycle to fit in with 

changes in the competitive environment, business mission and generic strategy. Similarly, 

Auzair and Langfield-Smith (2005) argue that a failure to account for the stages of the lifecycle 

in determining the management control structure is likely to result in inefficiencies in resource 

allocations. From the contingency-theoretical point of view, the implementation of the SMA 

practices is likely to be driven by the firms’ desire to fit their SMA practices to other 

organizational characteristics. As firms move through the lifecycle stages, their characteristics 

and the external environment in which they operate change (e.g. Flamholtz et al., 2007; 

Kazanjian, 1988; Miller and Friesen, 1984; Quinn and Cameron, 1983). Similarly, firms’ 

strategic priorities and management problems change across the lifecycle stages (Hanks et al., 

1993; Miller and Friesen, 1984; Sirmon et al., 2011; Quinn and Cameron, 1983). This change 

generates new management control problems that require administrative support (cf. Flamholtz 

et al., 2007, p. 269; Kazanjian and Drazin, 1990, p. 266), which in turn implies changing 

requirements for information processing and decision-making approaches (Miller and Friesen, 

1984, p. 1164; Moores and Yuen, 2001, p. 357). Given that the use of SMA is directly related 

to information processing capabilities and helps in solving various management control 

problems (Bouwens and Abernethy, 2000, p. 226; Chenhall, 2005, p. 400; Tapinos et al., 2005, 

p. 380), the demand for SMA practices is likely to change between the lifecycles (Kallunki and 

Silvola, 2008, p. 62; Moores and Yuen, 2001, p. 357). 

I chose to build on the organizational lifecycle model from Miller and Friesen (1984) 

because of its parsimony and previous use in empirical research. Prior theoretical literature 

suggests that Miller and Friesen’s conceptualization of the lifecycle theory provides a number 

of insights into the analysis of fit at different points in time in firms’ development (Milliman et 

al., 1991, p. 328), and empirical literature emphasizes the advantage of using the lifecycle 

concept to account for potential complementarities among multiple contingent factors (Su et 

al., 2015; 2017). Analyzing reports on more than 20 years of published history of 36 well-

known large companies, Miller and Friesen (1984) developed a model consisting of five stages. 

This lifecycle model has been supported empirically and it has been used in the management 

accounting literature previously (Auzair and Langfield-Smith, 2005; Kallunki and Silvola, 
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2008; Moores and Yuen, 2001; Silvola, 2008; Su et al., 2015; 2017). The five stages of the 

model are birth, growth, maturity, revival and decline.  

In the birth stage, a newly created firm is struggling to survive in the market. Structure 

and formality are non-existent, with almost all activities focused on technical issues as defined 

and directed by the owner (Kazanjian and Drazin, 1990, p. 140). Its organizational structure is 

simple and administrative capacity is low (Miller and Friesen, 1984, p. 1169). Prior literature 

indicates that the dominant form of control and coordination at the birth-stage is likely to be 

frequent and informal interactions (Davila and Foster, 2005, p. 1044; Davila, 2005, p. 226; 

Greiner, 1972, p. 42; 1998, p. 60), and the use of SMA practices is low (Flamholtz et al., 2007, 

p. 269). 

In a growth stage, firms are characterized by high sales growth and early diversification. 

New products are offered to the market and to new customers so that market heterogeneity 

increases (Miller and Friesen, 1984, p. 1171). Adapting to a greater heterogeneity, a 

departmentalized functional structure emerges wherein specialized managers are appointed to 

professionally manage distinct functions (Hanks et al., 1993, p. 21; Kazanjian and Drazin, 1990, 

p. 141; Miller and Friesen, 1984, p. 1171). As management becomes more professionalized, 

functional decision makers demand more detailed information to base their decisions on. Hence, 

the need for SMA practices increases, for example such as more detailed product and customer 

profitability analyses (Granlund and Taipaleenmäki, 2005, p. 40). 

In a maturity stage, sales growth decreases and more formal and bureaucratic 

organizational structures evolve as the strategic focus shifts to increase operational efficiency 

(Miller and Friesen, 1984, p. 1171). By now, firms are usually run by professional managers 

(Kazanjian, 1988, p. 1988) who put more emphasis on advanced controls, such as quality 

control and environmental scanning, to support decision-making (Miller and Friesen, 1984, 

p. 1172). On the other hand, more emphasis is placed on operational efficiency and profitability 

(Miller and Friesen, 1984, p. 1172; Quinn and Cameron, 1983, p. 44), which creates a greater 

need for process oriented SMA (e.g. ABC) and techniques that improve administrative 

efficiency (Walsh and Dewar, 1987, p. 224). 

In a revival stage, firms focus their strategies on diversification and expansion both by 

entering new markets and by acquiring other firms in order to achieve new growth (Miller and 

Friesen, 1984, p. 1173). Their environment is often far more heterogeneous than in any other 

phase (Miller and Friesen, 1984, p. 1173). In literature, heterogeneous environment has been 

related to the usefulness of broad scope information that may be provided by SMA practices 
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(Chenhall, 2003, pp. 137–138). Further, Miller and Friesen (1984) and Moores and Yuen (2001) 

argue that firms in the revival stage have a greater need for systems for scanning of the external 

environment to discover strategic threats and opportunities.  

In the last stage, companies decline and are characterized by decreasing performance 

and scarce financial resources. Due to low organizational performance, managers spend most 

of their resources handling crises and do not have time for strategic analyses or similar tasks 

(Miller and Friesen, 1984, p. 1175). Empirically, Miller and Friesen (1984, p. 1175) found that 

executives at the decline-stage firms take very few dimensions of information into account in 

decision making, making no real attempt to ensure complementarity among decisions, and 

employ very short time horizons. The decision-making methods are less sophisticated as in 

previous stages and companies are often not able to react promptly to environmental changes 

as communication between hierarchies is poor (Miller and Friesen, 1984, p. 1174). Previously 

used SMA practices are likely to be abandoned simply because there is not enough time and 

money left. Table 29 summarizes this discussion. 

The discussion above suggests that the use of SMA should increase from the birth to the 

revival stages - but it should decrease at the decline stage (see Table 29). Existing empirical 

evidence hints in the same direction. For example, Granlund and Taipaleenmäki (2005) report 

in their study on nine high tech and life science companies that management accounting and 

control systems develop from non-existent to advanced (such as multidimensional performance 

measurement) as firms develop from startups to public firms. Auzair and Langfield-Smith 

(2005) analyze cross sectional survey data of 121 service sector companies in Australia and 

find that management control bureaucracy increases in the mature stage as compared to the 

growth stage. Kallunki and Silvola (2008) used cross-sectional survey data of 105 firms from 

Finland and found that the use of Activity Based Costing increases between the growth to the 

revival lifecycle stages. Using the same survey data Silvola (2008) report that earnings 

management and control of profit centers become more important when a firm approaches the 

end of its lifecycle. Moores and Yuen (2001) found that the management control formality 

increases from the birth to the growth stage, followed by a decrease from the growth to the 

decline stage. Phan et al. (2014) document that the use of activity based practices is highest at 

the maturity and revival stages and lowest at the decline stage. 

 



 

 

TABLE 29 

Drivers of SMA adoption in different life cycle stages 

 

Birth Growth Maturity Revival Decline 

Business and 

organizational 

environment 

- Small firm 

- Dominated by owner 

- Centralized power 

- Informal structure 
(Miller and Friesen, 
1984; Greiner, 1998) 

- Few resources and 
know how 

- Medium size 

- More heterogeneous 
environment 

- Less centralization 
(Miller and Friesen, 
1984) 

- Increase in know 
how 

- Large size   

- Dispersed ownership 

- Profitability decreases 

- Focus on efficiency 

- Bureaucratic structure  

-  (Miller and Friesen, 
1984) 

- High availability of 
resources and know how 

- Very large 

- Very heterogeneous  

- Divisional structure 
(Miller and Friesen, 
1984) 

- High availability of 
resources and know 
how 

- Size declines 

- Bureaucratic and 
functional structure 
(Miller and Friesen, 
1984) 

- Low resources and 
know how 

Consequences for 

information 

processing and 

decision making 

approaches 

- Low formality of 
control (Kazanjian and 
Drazin, 1990) 

- Crude information 
processing and 
decision making 
methods (Miller and 
Friesen, 1984) 

- Formal management 
control (Moores and 
Yuen, 2001) 

 

- Need to control costs 

- Formal management 
control (Miller and 
Friesen, 1984) 

- Sophisticated control 
and decision making 
(Miller and Friesen, 
1984) 

- Decreasing 
sophistication of 
control and decision 
making (Miller and 
Friesen, 1984) 

Implications for 

SMA adoption 

- Only basic 
management control 

- Low need for SMA 

- Need for some SMA 

- First SMA emerge 

- High need for SMA 

- Existing SMA improved 

- Highest need for 
SMA 

- Existing SMA 
improved further 

- Low preference for 
SMA 

- Existing SMA 
abandoned 
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The previous review leads to my first hypothesis: 

HYPOTHESIS 1: The adoption of SMA increases from the birth to the revival lifecycle 

stages of a firm, and decreases at the decline stage. 

5.2.4. The performance consequences of fit between SMA and lifecycle 

Contingency researchers have argued that there is no single optimal design of 

management control systems suitable for all firms (Chenhall, 2003; 2006a). Instead, 

contingency factors such as developmental stage, size or strategy determine the specific optimal 

design of management control (Burkert et al., 2014, p. 8; Chenhall, 2003, p. 134; 2006a, p. 92; 

Flamholtz et al., 2007, p. 269) and therefore SMA practices.30 Consequently, firms that reach 

the optimal design – the fit – are assumed to have better performance. A deviation from the 

optimal design leads to misfit; and the larger the misfit, the larger is the performance penalty 

(Donaldson, 2001). There are, however, two views regarding the performance consequences of 

different forms of misfit found in literature. 

The first view suggests that any misfit leads to lower performance (e.g. Chenhall, 2003; 

2006a/b; Gerdin and Greve, 2004). The theoretical argument is summarized by Chenhall 

(2006b, p. 189): “For each level of a contextual variable, say environmental uncertainty, a 

unique score for a MCS variable becomes appropriate; say the degree to which budgets are 

used in a flexible way. Any mismatch between the specific level of the contextual variable and 

the appropriate MCS score results in a decrease in performance.” This view implies that for 

the given developmental level of a firm, there is an optimal level of adopted SMA practices, 

and any deviation from that level should lead to lower performance. The formal hypothesis is: 

HYPOTHESIS 2 (MISFIT): The deviation from the SMA benchmark is negatively related to 

performance. 

An implicit assumption in the statement above is that all types of misfit have similar 

performance effects. However, there is a second view on performance consequences of different 

forms of misfit. For instance, Zajac et al. (2000, p. 433) have differentiated between “excessive 

misfit” and “insufficient misfit” where a firm adopts an overly excessive structure compared to 

                                                 

30  An implicit assumption is that firms rationally select the “right” SMA that help them to improve performance 
(Baines and Langfield-Smith, 2003; Bisbe and Malagueño, 2012; Ittner and Larcker, 1997; Davis and Albright, 
2004). However, evidence exists that decision makers in firms do not always follow the economically rational 
logic and do not implement SMA that would be useful for their firms for various reasons (e.g. Ittner and 
Larcker, 2003). 
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the organizational demands, or does not adopt a sufficient structure compared to what is 

optimal. Klaas and Donaldson (2009) proposed a theory predicting that the performance 

consequences of the insufficient structure (“underfit”) will be worse compared to the overly 

excessive structure (“overfit”). That is, the performance consequences for both types of misfit 

are not identical – they are asymmetrical. Conceptually, an underfit (overfit) occurs when the 

structure adopted by a firm is less (more) developed than the structure required by the 

contingencies. In the context of this study, an underfit represents a lack of SMA practices, while 

an overfit represents an overinvestment in SMA practices. Both types of misfit lead to lower 

performance, but for different reasons and to different extent. 

Figure 5 

Asymmetry of misfit (based on Klaas and Donaldson 2009, 157) 

 

Organizations in underfit per definition are not able to establish sufficient quality of 

managerial decisions, so it is likely that some of the organization’s goals will not be reached as 

intended (Chenhall, 2006b; 2009). As accomplishment of organizational goals is related to 

performance (Anthony et al., 2014, p. 4), firms in underfit will not perform at the maximum 

level. These firms are simply ineffective in reaching their goals (Klaas and Donaldson, 2009, 

p. 15). In contrast, over-fitting firms spend more resources on SMA than needed to efficiently 

manage their activities. Because SMA practices are assumed to deliver better insights and lead 

to enhanced managerial decision making, greater investment in SMA will not necessary harm 

a firm and will not directly lead to lower performance. The problem is, however, that the returns 

on SMA are diminishing (see Figure 5). Each additional unit of increase in SMA intensity 

produces lower benefit compared to each previous unit of SMA intensity. Simply doubling the 
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investment in the SMA portfolio will not double the quality of managerial decision-making. 

Thus, firms in overfit create a SMA structure that is more costly than necessary (cf. Klaas and 

Donaldson, 2009, p. 153). 

Hence, firms in overfit are inefficient because they allocate resources to SMA that could 

have been used more effectively at a different place in the organization. Klaas and Donaldson 

(2009, p. 164) assume that on average, waste of resources is likely to be less severe than missing 

of organizational goals. While the firms in overfit are assumed to reach their targets paying a 

higher price than needed, the firms in underfit are assumed not to reach their goals at all (Klaas 

and Donaldson 2009). If this assumption is true, then overfit has less severe performance 

consequences than underfit (Burkert et al., 2014, p. 10). Thus, as lack of management capacity 

is assumed worse than waste of resources (cf. Klaas and Donaldson, 2009, p. 164), an 

overinvestment in SMA is not as harmful as underinvestment in SMA. I expect to find a 

negative relation between overfit and performance and I expect a non-significant relation 

between underfit and performance. The discussion above leads to the alternative hypotheses: 

 

HYPOTHESIS 3A (OVERFIT): The positive deviation from the SMA benchmark (“over-fit”) 

is negatively related to performance. 

HYPOTHESIS 3B (UNDERFIT): The negative deviation from the SMA benchmark (“under-

fit”) is negatively related to performance. 

 

As it is not clear a priory which theoretical proposition holds best, both alternative 

misfit-hypotheses are tested. The research method is described next. 

5.3. Research method 

5.3.1. Sample and data collection 

Data were collected through a questionnaire following the suggestions by Leeuw et al. 

(2008). I used an address list of 1,853 senior financial professionals (e.g. CFO, head of 

controlling) from firms operating in Austria, Germany and Switzerland as the target 
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population.31 All contact persons from that list have been contacted with personalized emails 

and have been asked to participate in the study. Those people who agreed to participate received 

another email containing a printable version of the survey that could be faxed or emailed back 

to us, and a link to the online version of the survey. Several reminder letters were sent to those 

who did not answer. The number of received usable questionnaires is 377, resulting in the 

response rate of 20 percent. 

As shown in Table 30, the sample is quite broad and diverse. Most of my data are from 

firms operating in Germany (75 percent), followed by Austria (19 percent) and Switzerland (6 

percent) (panel A). 71 percent of the firms are from the manufacturing (38 percent) and service 

industries (33 percent) (panel B). Firms also differ in size (panel C). The largest firm in the 

sample has 400 thousand employees and yearly revenue of 73.7 billion €, while the smallest 

firm has just five employees and less than a half million € revenue. The median size of the firms 

is 155 employees with 53 million € revenue per year. 

Table 31 gives the descriptive statistics of the sample on key variables per lifecycle 

stage. The majority of the firms (61 percent) are from the maturity and revival stages. Consistent 

with the lifecycle framework (Miller and Friesen, 1984), firms from the revival and decline 

stage are the oldest and the largest. 

  

                                                 

31  A firm is defined as a fully autonomous entity or a subunit of a larger company. Similar to Su et al. (2015) I decide to focus 
on subunits because different business units in an organization may be in different stages of their lifecycle, making it 
difficult to draw inferences from a survey at the corporate level.  
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TABLE 30 

Sample descriptive statistics 

Panel A: Firm revenue and FTE per country 

     
N 

Revenue (€ mn.) FTE 
   Mean Median Mean Median 
Austria   72 118 25 402 95 
Switzerland 

 
22 1,081 84 3,469 210 

Germany 
 

283 1,362 56 5,566 187 
Total sample 

 
1,118 53 4,465 155 

 

Panel B: Firms per industry in the sample (based on US Standard Industrial Classification) 

Industry N in % cumulated 
Manufacturing 142 38% 38% 
Services 124 33% 71% 
Transportation & Public Utilities 49 13% 84% 
Retail trade 22 6% 89% 
Construction 14 4% 93% 
Wholesale trade 13 3% 97% 
Finance, Insurance, Real Estate 6 2% 98% 
Public administration 4 1% 99% 
Agriculture, Forestry, Fishing 2 1% 100% 
Mining 1 0% 100% 
Total sample 377 100% 

 

 

Panel C: Deciles by revenue and FTE 

  Revenue (€ mn.) FTE 

Decile N Min Max Mean Median N Min Max Mean Median 
1 39 0 3 1 1 38 5 10 7 6 
2 33 4 8 6 6 36 11 26 17 18 
3 33 9 17 13 12 38 30 55 41 40 
4 37 18 29 23 25 38 56 95 75 75 
5 36 30 50 38 36 38 100 155 126 125 
6 36 53 78 66 66 38 160 250 206 205 
7 34 80 120 95 93 37 260 470 365 385 
8 37 125 300 196 180 39 500 1,200 779 700 
9 38 340 1,000 609 561 36 1,248 4,200 2,371 2,050 
10 34 1,050 73,700 10,595 2,700 37 4,368 431,212 41,279 9,000 
Total 357 0 73,700 1,118 53 375 5 431,212 4,465 155 

Notes: 

FTE = Full time equivalent employees 
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TABLE 31 

Variables means per life cycle 

 Life cycle stage 
Means Birth Growth Maturity Revival Decline Total 
Revenue (€ mn.) 105.7 202.4 924.6 1,811.7 2,068.6 1,118.1 
FTE 374.5 857.4 3,418.3 7,896.0 7,412.5 4,465.3 
Age of the firm in years 3.8 24.9 51.6 64.6 56.9 47.1 
Age of CFO 42.0 44.2 46.0 46.9 44.9 45.7 
Years CFO in present position 1.4 3.9 4.6 4.1 4.2 4.1 
SMA adoption (average) 7.1 9.5 9.5 10.6 8.7 9.6 
Planning, control and 
performance measurement 

1.2 2.4 2.4 2.7 2.0 2.4 

Product and market oriented 
analysis 

1.1 1.4 1.6 1.6 1.1 1.5 

Customer analysis 1.1 1.3 1.3 1.5 1.1 1.3 
Costing 0.9 1.3 1.2 1.5 1.4 1.3 
Financial measures 2.6 2.9 2.8 2.9 2.8 2.8 
Firm performance 3.2 3.5 3.3 3.4 2.8 3.3 
Centralization 2.2 2.4 2.6 2.7 2.8 2.6 
Formalization 2.5 2.7 2.8 2.8 3.1 2.8 
Interdependence 3.9 3.8 3.7 3.6 3.3 3.7 
Uncertainty 2.8 2.5 2.5 2.6 2.5 2.6 
Product quality 3.6 4.0 3.8 3.9 3.6 3.9 
Cost leadership 3.0 3.0 3.0 3.1 3.2 3.1 
Innovativeness 3.5 3.7 3.3 3.5 2.8 3.4 
Venture capital 26% 12% 8% 4% 8% 9% 
Family owned business 48% 55% 46% 47% 49% 49% 
Firm is a SBU or a division 
 in a larger firm 

37% 47% 54% 67% 62% 57% 

Manufacturing industry 11% 25% 26% 39% 38% 30% 
Service industry 11% 30% 16% 23% 13% 20% 
N 27 80 114 117 39 377 

 

To check for potential non-response bias I compared the distribution of the firms across 

lifecycle stages and the means of revenue, FTE, and SMA-use of the late and the early 

respondents. The first 20 percent and the last 20 percent of respondents were used as surrogates 

for early and late respondents, respectively. There were no significant differences (at 5 percent 

confidence level) in the distributions/means of the early and late respondents (not tabulated). In 

total, it appears that non-response bias is not a major concern in this sample. 
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5.3.2. Measurement 

Existing survey instruments were used for the development of the questionnaire. Next, 

the questionnaire was translated to German.32 In addition, I pre-tested the instrument by asking 

four academics and eight financial managers, some of which have PhDs, to complete the 

questionnaire and to give feedback. This has led to some minor adjustments in the original 

survey design. 

5.3.2.1. Lifecycle stage 

Similar to Auzair and Langfield-Smith (2005), Kallunki and Silvola (2008), and Silvola 

(2008) I used a formative self-categorization instrument to measure lifecycle stage – an 

approach that has been developed in the organizational literature (e.g. Kazanjian, 1988; 

Kazanjian and Drazin, 1990). The respondents were presented a short description of the five 

organizational lifecycle stages from Miller and Friesen (1984), and were asked to select the 

stage that best captures their organization’s current situation (Table 32).33 Three dummy 

variables were created from the answers taking the value of one if the respondents indicated 

that the firm was from the growth (GROWTH), maturity (MATURITY), or the revival 

(REVIVAL) stages, respectively, or zero otherwise. Note that firms from the decline stage were 

excluded from the multivariate analyses and the remaining firms from the birth stage are 

uniquely identified if the values of the GROWTH, MATURITY, and REVIVAL variables are 

equal to zero. 

  

                                                 

32  Special attention was devoted to the translation of the survey items from English to German. First, an English 
version of the survey based on existing instruments was developed. Then, I translated each item into German 
and asked three managers to translate the German items back into English. Then, I compared the original 
(English) version of the items with the back-translation and checked whether the items asked a similar question. 

33  I run plausibility checks on the self-reported lifecycle variable using the age of the firm for cross-validation. I 
identified four firms existing for less than one year that were classified by respondents as growth-stage firms. 
As this classification seemed implausible, I reclassified these firms into birth-stage firms. 
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TABLE 32 

Self-categorization instrument for the Miller and Friesen (1984) life cycle stages (p. 1166) 

Life cycle stage Brief description 

1. Birth 
Firm is less than ten years old, has informal structure, and is dominated 
by owner-manager 

2. Growth 
Sales growth greater than 15 percent, functionally organized structure, 
early formalization of policies 

3. Maturity Sales growth less than 15 percent, more bureaucratic organization 

4. Revival 
Sales growth greater than 15 percent, diversification of product lines, 
divisionalization, use of sophisticated controls and planning systems 

5. Decline 
Demand for products level off, low rate of product innovation, 
profitability starts to drop off 

5.3.2.2. SMA adoption 

To operationalize the adoption of SMA I followed the approach similar to Cadez and 

Guilding (2008). Based upon existing literature (Cadez and Guilding, 2008; Davila and Foster, 

2007; Guilding et al., 2000; Hoque, 2011; Libby and Waterhouse, 1996), I decided to provide 

a parsimonious list of 15 commonly used SMA (Table 27). Respondents have been asked to 

indicate on a five-point scale ranging from zero to four whether a certain SMA practice is 

available within their firm, and if so, to what extent it is used. The answering options were “0” 

if a practice was not available; “1” if a practice was available but not used; “2” if a practice was 

available and sometimes used; “3” if a practice was available and often used; and “4” if a 

practice was available and very often used. The variable representing the adoption of SMA was 

calculated by counting the number of SMA practices with scores between two and four. In the 

analyses, I used the z-score of this variable. 

In order to better understand the effects of different types of SMA practices, I further 

separated the 15 practices into larger categories. To this purpose, I ran a principle component 

analysis (Table 33) using the full scales measuring the availability and usage of each practice 

(ranging from zero to four) as input parameters. The PCA revealed five independent factors 

with eigenvalues greater than one explaining 66 percent of the total variance. The factor 

loadings after applying orthogonal rotation were used to classify the 15 SMA practices into five 

categories: i) costing (USECOST); ii) product and market oriented analysis (USEPROD); iii) 

planning, control and performance measurement (USEPLAN); iv) customer analysis 

(USECUSTOM); and v) traditional financial measures (USEFIN). The Cronbach’s α of the 

resulting factors range from 0.67 to 0.83.  
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TABLE 33 

Principal component analysis of the 15 items related to SMA-use 

Items 
Component 

USEPLAN USEFIN USECOST USECUSTOM USEPROD 

Integrated performance 
measurement 

0.758 0.092 0.162 0.148 0.052 

Kaizen 0.757 0.013 0.118 0.152 0.116 
Value-based and residual income 
measures 

0.684 0.208 0.236 -0.042 0.131 

Benchmarking 0.674 0.286 0.177 -0.036 0.138 
Financial performance measures 0.140 0.821 0.097 0.136 0.027 
Budgets 0.116 0.766 0.128 -0.110 0.150 
Cash flow reporting 0.179 0.678 0.079 0.272 0.007 
Value-chain costing 0.171 0.178 0.779 0.148 0.074 
Target costing 0.227 0.036 0.691 0.189 0.164 
Activity based costing 0.282 0.149 0.603 0.064 0.183 
Customer profitability analysis 0.030 0.143 0.174 0.889 0.034 
Customer lifetime value analysis 0.136 0.069 0.199 0.827 0.253 
Brand valuation 0.114 0.090 0.231 0.103 0.802 

Product life cycle costing 0.131 0.039 0.366 0.033 0.767 

Competitive position monitoring 0.229 0.112 -0.300 0.367 0.604 

Crombach's alpha 0.766 0.701 0.716 0.834 0.666 

Notes: Values after Varimax rotation with Kaiser Normalization; values above 0.5 are in bold 

letters; USEPLAN = Planning, control and performance measurement; USEFIN = Use of 

traditional financial techniques; USECOST = Costing techniques; USECUSTOM = Customer 

analysis; USEPROD = Product and market oriented analysis 

5.3.2.3. Firm performance 

I measure performance using the five-item instrument from Cadez and Guilding (2008), 

Hoque and James (2000), and Hoque (2005).34 Principal component analysis reveals one factor 

that explains 50 percent of the total variance. The factor loadings reached from 0.59 to 0.83 and 

                                                 

34  The “right” measurement of performance is a widely discussed topic in literature (Richard et al., 2009, p. 727; 
Steigenberger, 2014, p. 46). As pointed out by Steigenberger (2014, p. 46) different measures of performance 
may not capture the same underlying construct of performance, thus making comparisons between studies 
using different instruments difficult. To check the sensitivity of the results under different measures of 
performance, I divided the aggregated performance measure into two constructs related to operational 
performance (ROA, sales margin, utilization rate) and product quality performance (customer satisfaction, 
product and service quality) in robustness tests. 
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the Cronbach’s α was 0.75. Hence, the variable representing performance (PERF) was 

calculated by averaging the scores of the five items. 

5.3.2.4. Control variables 

I use several control variables that have been found to affect firms’ use of SMA in 

previous research. The first variable is organizational structure. I conceptualize structure 

applying the mechanistic/organic typology of organizations (Hage and Aiken, 1967). Structure 

is measured as the degree of centralization (CENTR) and formalization (FORM). Centralization 

is defined by Hage and Aiken (1967, p. 77) as hierarchy of authority in which power is 

distributed among social positions in the organization. Formalization is defined by Hage and 

Aiken (1967, p. 79) as “the use of rules in an organization”. It represents the degree to which 

job descriptions are specified (Hage and Aiken, 1967, p. 79). Higher (lower) values of 

centralization and formalization are associated with the mechanistic (organic) structure. These 

two sub-concepts of organizational structure were selected because they represent two major 

dimensions of structure (Aiken et al., 1980, p. 643; Hage and Aiken, 1967, p. 90) and have been 

used in previous accounting research on the adoption of management accounting instruments 

(Dewar et al., 1980; Gosselin, 1997; Lee and Yang, 2011; Richardson et al., 2002). I borrow 

eight items from previous literature to measure centralization and formalization (Deshpande 

and Zaltman, 1982; Hage and Aiken, 1967; Richardson et al., 2002). PCA delivers two distinct 

factors. To calculate CENTR and FORM the items associated with each factor were averaged. 

The Cronbach’s α values of the resulting factors are above 0.8 (Table 34). 

The second variable that is likely to affect SMA is environmental uncertainty (Bisbe 

and Malagueño, 2012; Henri, 2010; Hoque, 2004; 2005). Uncertainty is measured with an eight-

item instrument adopted from Hoque (2004; 2005) that has also been used by e.g. Henri (2010). 

Principal component analysis with orthogonal rotation revealed one component explaining 37 

percent of total variance. To calculate UNCERT the eight items were averaged. The resulting 

Cronbach’s α is 0.73.  
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TABLE 34 

Principal component analysis of the 8 items related to organizational structure 

Items 
Component 

CENTR FORM 

Even small matters must be referred to someone higher in the 
hierarchy for approval 

0.867 0.221 

People who want to make their own decisions would be quickly 
discouraged 

0.834 0.174 

There can be little action taken until a supervisor approves a decision 0.807 0.150 
People have to ask the boss before doing almost anything 0.739 0.201 
1,2Ordinary employees are encouraged to feel that they are their own 
bosses in most matters 

0.533 0.532 

1Most people make their own rules on the job 0.032 0.872 
1How things are done is left up to the person doing the work 0.217 0.845 
1A person can make her own decisions without checking with 
anybody else 

0.421 0.736 

Crombach's alpha 0.862 0.818 

Notes: Values after Varimax rotation with Kaiser Normalization; values above 0.5 are in bold 

letters; 1item reversed coded; 2item dropped from the analysis; CENTR = Centralization; 

FORM = Formalization 

Third, firms strategic priorities such as innovativeness, product quality and cost 

reduction are likely to affect both SMA practices and firm performance (e.g. Chenhall, 2005; 

Dibrell et al., 2014; Hyvönen, 2007). Innovativeness (INN) is defined as a firm's emphasis on 

technological developments, new products, new services, and/or improved product lines 

(Dibrell et al., 2014, p. 2001). Emphasis on product quality (QUAL) implies creating a product 

or service value perceived by the customer to be superior to competition. Firms emphasizing 

cost reduction (COST) compete by offering the lowest prices on the market. To measure 

strategic priorities I adopted survey items from Chenhall and Morris (1995), Chenhall and 

Langfield-Smith (1998) and Chenhall (2005). PCA delivered three components with high factor 

loadings. The items were averaged to calculate each factor. The Cronbach’s α of the resulting 

factors are between 0.74 and 0.86 (Table 35). 
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TABLE 35 

Principal component analysis of the 13 items related to strategic priorities 

Items Component 
INN QUAL COST 

Development of many new products or services 0.886 0.062 -0.029 
Strong emphasis on research, development and 
innovations 

0.844 0.107 0.029 

Changes in product lines 0.781 0.045 -0.079 
Introduce new products 0.692 0.259 -0.115 
Create unique product features 0.690 0.258 -0.133 
1Customise products and services 0.446 0.426 -0.023 
High quality 0.222 0.749 -0.161 
Delivery on time 0.059 0.748 0.204 
Availability 0.110 0.714 -0.034 
After-sales service 0.180 0.711 -0.197 
Flexibility 0.092 0.638 0.093 
Costs -0.047 0.064 0.892 

Price -0.130 -0.080 0.855 

Crombach's alpha 0.861 0.786 0.743 

Notes: Values after Varimax rotation with Kaiser Normalization; values above 0.5 are in bold 

letters; 1item dropped from the analysis; INN = Innovativeness; QUAL = Product quality; COST 

= Cost reduction 

Fourth, I control for industry effects (cf. Messner, 2016) and use two dummy variables 

that were set to “1” if the firm’s main competitive market was in manufacturing (MFTG) or 

service industries (SERV), and “0” otherwise.35 These industries were selected because jointly 

they represent 71 percent of the firms in the sample (Table 8). Fifth, company size (SIZE) is 

used as a control variable. Size is calculated as the average of logarithmized firms’ revenue and 

number of employees. Sixth, prior literature regarding the development of newly created firms 

(Davila, 2005; Davila and Foster, 2005; 2007; Davila et al., 2009; Kallunki and Silvola, 2008) 

reports that firms have to meet the expectations of venture capital investors when developing 

their management control systems. Therefore, the presence of venture capital investors is likely 

to be a determinant of SMA practices, especially for firms in the earlier lifecycle stages. The 

variable VC is used to control for this effect. VC is set to “1” if venture capitalists are present 

and “0” otherwise. Seventh, prior evidence indicates that family owned firms generally use less 

modern financial management techniques than non-family owned firms (Hiebl, 2013; 

                                                 

35  MFTG was assigned to firms with the SIC numbers 20–39; SERV was assigned to firms with the SIC numbers 
70–89. 
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Speckbacher and Wentges, 2012). This effect is controlled with the variable FAMILY set to “1” 

if the firms is family owned business and “0” otherwise. Eighth, firms that are sub-units or 

divisions of larger firms could be pressured by their owner company to implement certain 

management control systems. Hence, a control variable GROUP is used that is set to “1” if the 

firm is a SBU or a division in a larger firm and “0” otherwise. Lastly, interdependence between 

different departments in a firm could lead to greater need for SMA because interdependence 

increases the need for coordination within the organization (Anthony et al. 2014, p. 303). 

Interdependence (INTERDEP) is measured using an adopted version of the items from 

Abernethy et al. (2004) and Bouwens and van Lent (2007). PCA with orthogonal rotation 

revealed one component explaining 53 percent of total variance. To calculate INTERDEP the 

items were averaged. The resulting Cronbach’s α is 0.77.  

5.4. Results 

5.4.1. Descriptive statistics 

Table 36 presents summary statistics for the main variables used in this study. All 

variables are well distributed along the respective scales, except for the variable representing 

the use of traditional financial measures (USEFIN), which is skewed towards higher values and 

has lower standard deviation. This observation suggests that most of the firms implement 

financial performance measures to a relatively high degree with lower variation in the 

implementation rates, compared to other SMA practices. 

The correlation matrix is shown in Table 37. Note that as in previous research (Su et al., 

2015) firms from the decline stage are excluded from this analysis because of the endogeneity 

problems related to low performance and overfit in firms that have negative growth (cf. Klaas 

and Donaldson, 2009). Several observations are derived from this table. First, the adoption of 

SMA practices is strongly and positively correlated with firm performance (0.16, p < 0.01). 

This correlation supports the understanding of SMA as a set of tools that help top managers to 

increase the organization’s long-term performance. SMA adoption is also positively associated 

with firms’ size (0.36, p < 0.01). SMA practices and strategies that relate to innovativeness 

(0.17, p < 0.01) as well as product quality (0.14, p < 0.01) are also positively correlated. 
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TABLE 36 

Descriptive statistics 

  N Theoretical 

range 

Minimum Maximum Mean Std. 

Deviation 

Life cycle stage 377  1-5 1.0 5.0 3.2 1.1 
Revenue (€ mn.) 357 - 0.0 73,700 1,118 6,430 
FTE 375 - 5.0 431,212 4,465 28,494 
Age of the firm in years 374 - 0.0 464.0 47.1 58.5 
Age of CFO 215 - 30.0 63.0 45.7 6.7 
Years CFO in present 
position 

213 - 0.0 19.0 4.1 3.4 

SMA adoption (average) 377 0-15 0.0 15.0 9.6 3.3 
Planning, control and 
performance 
measurement 

377 0-4 0.0 4.0 2.4 1.4 

Product and market 
oriented analysis 

377 0-3 0.0 3.0 1.5 1.0 

Customer analysis 377 0-2 0.0 2.0 1.3 0.8 
Costing 377 0-2 0.0 2.0 1.3 0.8 
Financial measures 377 0-3 0.0 3.0 2.8 0.6 
Firm performance 364  1-5 1.2 5.0 3.3 0.6 
Centralization 373  1-5 1.0 5.0 2.6 0.9 
Formalization 373  1-5 1.0 5.0 2.8 0.9 
Interdependence 371  1-5 1.0 5.0 3.7 0.7 
Uncertainty 370  1-5 1.3 4.5 2.6 0.5 
Product quality 370  1-5 2.0 5.0 3.9 0.7 
Cost leadership 367  1-5 1.0 5.0 3.1 0.9 
Innovativeness 373  1-5 1.0 5.0 3.4 1.0 
Venture capital 377 0 or 1 0.0 1.0 0.1 0.3 
Family owned business 377 0 or 1 0.0 1.0 0.5 0.5 
Firm is a SBU or a 
division in a larger firm 

320 0 or 1 0.0 1.0 0.6 0.5 

Manufacturing industry 377 0 or 1 0.0 1.0 0.3 0.5 
Service industry 377 0 or 1 0.0 1.0 0.2 0.4 
Valid N (listwise) 201      

 

These correlations fit the notion in literature that product differentiation and quality-

focused strategies are associated with broad scope management accounting systems (Chenhall, 

2003, p. 151). Next, somewhat surprising is the finding that centralization and adoption of SMA 

practices are not related. This is inconsistent with the notion that decentralization necessitates 

the use of SMA practices. Interdependence between firm’s units is positively related to SMA 

practices (0.14, p < 0.05) and suggests that firms with greater organizational complexity need 

SMA to a greater extend. Another finding is that firms that are part of a larger holding 

implement SMA more intensively (0.21, p < 0.01), which could be explained by the fact that 
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large holding companies typically use more sophisticated management control tools and 

promote their adoption in subsidiary companies. 

Furthermore, the correlations between the five subcategories of SMA practices 

(Planning, control and performance measurement; Product and market analysis; Customer 

analysis; Costing; Traditional financial controls) are significant and highly positive (between 

0.24 and 0.49). Apparently, the different practices are not mutually exclusive, but could be 

complements instead.36 It is important to say that the subcategories of SMA are used as 

dependent variables in the model, so there are no multicollinearity problems associated with 

these correlations (Cohen et al., 2009, p. 419). Overall, the correlations between the 

independent variables are such that multicorrelation is unlikely to be problematic. 

 

                                                 

36  The test of the complementarity relationship between the different SMA practices empirically would imply a 
more sophisticated analysis (e.g. Abernethy et al., 2015 or Dekker et al., 2016), which is not in scope of this 
paper. I thank a workshop participant for this comment. 



 

 

TABLE 37 

Pearson correlations 

  (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16) (17) 

Performance (1) 1                 

SMA adoption 
(average) 

(2) 0.156** 1                

Planning, control 
and p.m. 

(3) 0.067 0.784** 1               

Product and 
market oriented 

(4) 0.152** 0.623** 0.261** 1              

Customer 
analysis 

(5) 0.109 0.623** 0.281** 0.325** 1             

Costing (6) 0.113* 0.717** 0.492** 0.265** 0.364** 1            

Financial 
measures 

(7) 0.110* 0.539** 0.345** 0.243** 0.254** 0.297** 1           

Centralization (8) -0.109* -0.053 -0.026 -0.066 -0.088 0.019 0.073 1          

Formalization (9) 0.062 0.003 -0.014 0.024 0.026 0.046 -0.065 0.442** 1         

Interdependence (10) 0.155** 0.138* 0.112* 0.044 0.087 0.117* 0.009 -0.177** -0.051 1        

Uncertainty (11) -0.128* -0.121* -0.167** -0.082 0.012 -0.054 -0.080 -0.001 -0.038 -0.112* 1       

Product quality (12) 0.131* 0.142** 0.024 0.121* 0.143** 0.144** 0.052 -0.020 0.076 0.082 -0.071 1      

Cost leadership (13) -0.053 0.005 0.059 -0.037 -0.032 0.031 -0.071 0.145** 0.073 0.012 0.057 -0.029 1     

Innovativeness (14) 0.131* 0.166** 0.068 0.174** 0.128* 0.125* 0.074 -0.166** -0.030 0.119* -0.077 0.307** -0.163** 1    

Firm size (15) -0.074 0.364** 0.450** 0.196** 0.100 0.163** 0.188** 0.169** 0.163** -0.018 -0.153** 0.035 0.035 0.108* 1   

Venture capital (16) 0.022 0.010 -0.011 0.014 0.008 -0.008 0.016 -0.070 -0.087 0.064 0.055 -0.060 -0.085 0.090 -0.051 1  

Family owned 
business 

(17) 0.020 -0.016 -0.101 -0.006 0.134* -0.006 0.020 -0.029 0.013 0.045 -0.013 0.080 0.055 0.030 -0.209** -0.146** 1 

SBU/division (18) -0.135* 0.208** 0.316** 0.088 0.000 0.074 0.155** 0.021 0.015 -0.039 -0.048 -0.030 0.035 0.112 0.464** -0.087 -0.238** 

Notes: *, ** denote significance levels of 0.05, 0.01 level, respectively, all two-tailed. Note that decline stage firms are excluded 
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5.4.2. Adoption of SMA across life cycle stages 

In order to test the first hypothesis regarding the differences in the adoption of SMA 

practices across the organizational lifecycle stages, I first want to understand how many firms 

adopt certain SMA practices over time. For that purpose I count the number of firms adopting 

a certain practice at a given lifecycle stage and divide this number by the total number of firms 

at this stage. The results are presented in Table 38 and in Figure 6, panel A. 

TABLE 38 

Adoption rates of SMA-techniques at different life cycle stages  

  adoption rates 
Category SMA Birth Growth Maturity Revival Decline 

Planning, 
control and 
performance 
measurement 

Integrated performance meas. 23% 46% 52% 57% 36% 
Kaizen  42% 65% 58% 68% 51% 
Benchmarking 35% 76% 82% 92% 73% 
Value-based and residual 
income  23% 53% 48% 59% 42% 

Costing 
Value-chain costing 46% 70% 53% 78% 66% 
Target costing 46% 63% 66% 70% 74% 
Activity based costing 23% 29% 27% 40% 41% 

Product and 
market oriented 
analysis 

Brand valuation 31% 23% 36% 36% 28% 
Product life cycle costing 12% 33% 48% 47% 24% 
Competitive position 
monitoring 76% 82% 80% 77% 56% 

Customer 
analysis 

Customer profitability 
analysis 69% 71% 72% 86% 69% 
Customer lifetime value 
analysis 44% 59% 57% 66% 41% 

Traditional 
financial 
measures 

Budgets 88% 94% 96% 98% 95% 
Cash flow reporting 92% 99% 97% 97% 92% 
Financial performance 
measures 92% 97% 93% 98% 95% 

Notes: This table reports the adoption rates (in percentages) of the 15 SMA-techniques at 

each life cycle stage. The percentages are calculated as the number of firms adopting a 

technique divided by the total number of firms at a given life cycle stage. 
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Figure 6  

Adoption rates of SMA at different life cycle stages  
Panel A: Averages of adoption rates per SMA-category 

 

Panel B: Adoption rates for each SMA-technique 

 

(The figure is continued on the next page.) 
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Figure 6 (continued) 

 

Notes: This figure reports the adoption rates (in percentages) of the SMA-techniques across 

the life cycle stages. The percentages are calculated as the number of firms adopting a 

technique divided by the total number of firms at a given life cycle stage. 

Several patterns are observable in panel A of Figure 6. First, in line with Davila and 

Foster (2007), traditional financial measures (budgets, cash flow reporting and financial 

performance measures) are the most frequently adopted SMA practices. Interestingly, the 

percentage of firms adopting the three practices from that category is relatively high across all 

lifecycle stages, suggesting that financial control is essential for the functioning of all 

companies and that these practices are the first to be adopted. Second, on average, the 
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percentage of firms adopting other SMA practices is lower than of the financial measures. 

Third, only a small portion of firms in the birth life cycle stage has SMA practices, but this 

portion consistently increases up to the revival stage. Fourth, there is a drop in the adoption 

rates at the decline stage, suggesting that some of the firms discontinue to use a broad range of 

SMA in times of decline, except for the traditional financial measures which seem to be 

unaffected by the lifecycle. 

In addition to the general pattern described above, detailed analysis of the subcategories 

of SMA provides additional insights (Figure 6, panel B). For instance, costing systems seem to 

be less important in the early life stages and seem to gain importance in the later stages of firm 

development. This observation is consistent with results from Kallunki and Silvola (2008) and 

Silvola (2008). Somewhat surprising is the evidence that the costing systems do not lose much 

of importance at the decline stage, which is inconsistent with Phan et al. (2014) who observe a 

decrease in the ABC effectiveness at the decline stage. 

Benchmarking, value-based & residual income measures and integrated performance 

measurement are the SMA practices that gain the most importance between the birth and the 

revival stage (adoption rates almost triple). Finally, firms in the sample start with relatively high 

adoption rates of systems for competitive position monitoring, and seem to discard these 

systems in later lifecycle stages. This result could indicate that firms continuously become 

aware of their position in the market as they mature, and it casts doubt on literature promoting 

benefit of the competitive position monitoring in the later stages of the life cycle (e.g. D'Aveni, 

2007).37 

In total, the graphical analysis of the adoption rates provides support for H1. This result 

is further corroborated by the ANOVA test (not tabulated), which finds significant differences 

of the adoption rates between the stages at five percent level or less for all categories. 

5.4.3. Modeling fit 

To examine the relation between misfit and performance I apply a two-steps procedure 

previously described by Ittner et al. (2003).38 In the first step I use a benchmark model to 

                                                 

37  I repeated this analysis using the intensity with which the adopted SMA techniques are used at each lifecycle stage and 
received similar results (not tabulated). 

38  As the essence of this approach is to analyze the consequences of the deviation from an optimal profile, it can be labelled 
as a “configuration contingency form of fit” according to the classification provided by Gerdin and Greve (2004). This 
approach assumes that at any point in time some firms will better align their SMA to their organizational needs than others, 
as firms may be dynamically learning and moving towards the optimal level (Ittner and Larcker, 2001, p. 399). 
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estimate the adoption of SMA practices at a given lifecycle stage, controlling for additional 

organizational and environmental variables.39 Following equation is estimated: 

 

𝑖 = 𝛽𝑖, + 𝛽𝑖, + 𝛽𝑖, 𝑌 + 𝛽𝑖,+ ∑ 𝛽𝑖, − + 𝜀𝑖 
(1) 

 

Where SMAi is the dependent variable that represents each firm’s adoption rate of SMA 

category i. i includes the five different SMA categories described above and an aggregated 

category of all SMA techniques. GROWTH, MATURITY, and REVIVAL are the lifecycle 

variables. Note that similar to previous literature (Su et al., 2015; 2017) I exclude the decline 

stage firms from the analysis because of the endogeneity problems related to low performance 

and overfit in firms that have negative growth (cf. Klaas and Donaldson, 2009). Firms from the 

birth lifecycle stage are used as the reference point because this is the first lifecycle stage in the 

framework. Controls include variables measuring centralization, formalization, 

interdependencies, uncertainty in production, uncertainty on the market, product quality 

strategy, cost leadership strategy, innovativeness, firm size, existence of venture capital, family 

ownership, firm being a SBU or a division in a larger firm. 𝜀𝑖 is the residual of the regression 

for the SMA category i. Note that I use z-scores for all continuous variables in order to 

harmonize different scales in the dataset. In the following, I only describe the results related to 

the aggregated SMA adoption model (model 1) and do not comment other model 

respecifications (models 2-6) because of lengths limitations. The results of the benchmark are 

presented in Table 39. 

  

                                                 

39  As mentioned by Henri (2010) this model is based on numerous assumptions: (i) the model is assumed to be the same for 
each firm, (ii) the model exhibits the correct functional form, (iii) the model has predictor variables that are measured 
without errors, and (iv) the model includes all relevant predictor variables. 
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TABLE 39 

Results of the benchmark model 

    Dependent variable = SMA adoption rate 

  1.SMA 
overall  

 
2.Planning, 
control and 

performance 
measuremen

t 

 
3.Produc

t and 
market 

oriented 
analysis 

 
4.Custome
r analysis 

 
5.Costin

g 

 
6.Traditiona
l financial 

MCS 

GROWTH 0.22** 
 

0.23** 
 

0.09 
 

0.10 
 

0.14 
 

0.25** 

MATURITY 0.28** 
 

0.23** 
 

0.27** 
 

0.13 
 

0.09 
 

0.27** 

REVIVAL 0.45*** 
 

0.36*** 
 

0.23* 
 

0.26* 
 

0.29** 
 

0.39*** 

CENTR -0.12* 
 

-0.12* 
 

-0.10 
 

-0.12* 
 

0.01 
 

0.10 

FORM 0.01 
 

-0.04 
 

0.04 
 

0.08 
 

0.03 
 

-0.13* 

INTERDEP 0.1* 
 

0.09* 
 

-0.01 
 

0.07 
 

0.11* 
 

0.00 

UNCERT -0.05 
 

-0.09* 
 

-0.03 
 

0.07 
 

-0.04 
 

-0.07 

QUAL 0.06 
 

-0.01 
 

0.03 
 

0.05 
 

0.07 
 

0.06 

COST 0.05 
 

0.07 
 

0.02 
 

0.00 
 

0.05 
 

-0.06 

INN 0.10 
 

0.00 
 

0.18*** 
 

0.07 
 

0.08 
 

0.00 

SIZE 0.25*** 
 

0.31*** 
 

0.15** 
 

0.09 
 

0.10 
 

0.08 

VC 0.06 
 

0.05 
 

0.00 
 

0.04 
 

0.02 
 

0.14** 

FAMILY 0.00 
 

-0.01 
 

-0.04 
 

0.13** 
 

-0.04 
 

0.05 

GROUP 0.02 
 

0.13** 
 

-0.05 
 

-0.06 
 

-0.03 
 

0.05 

R2 21.8%   26.0%   11.2%   8.6%   9.9%   9.3% 

Adjusted R2 17.6% 
 

22.0% 
 

6.5% 
 

3.7% 
 

5.1% 
 

4.4% 

F-statistic 5.22 
 

6.57 
 

2.36 
 

1.76 
 

2.06 
 

1.92 

Prob. (F-
statistic) .000   .000   .004   .044   .015   .025 

Notes: This table shows standardized regression coefficients for the relationship between SMA 
adoption and contingency factors. Note that firms from the decline lifecycle stage are excluded. 
GROWTH = growth lifecycle stage; MATURITY = maturity lifecycle stage; REVIVAL = revival 
lifecycle stage; CENTR = Centralization; FORM = Formalization; INTERDEP = 
Interdependence; UNCERT = Uncertainty; QUAL = Product quality; COST = Cost leadership; 
INN = Innovativeness; SIZE = Firm size; VC = Venture capital; FAMILY = Family firm; 
GROUP = Firm is part of group. *, **, *** denote significance levels of 0.10, 0.05, and 0.01, 
respectively, all two-tailed.  

 

Overall, the benchmark model has an acceptable level of explanatory power as indicated 

by the adjusted R2 of almost 18 percent. Compared to the birth stage firms - that are treated as 

the reference group in the model - firms from the growth (0.22, p < 0.05), maturity (0.28, p < 

0.05), and revival (0.45, p < 0.01) stages are more likely to adopt SMA techniques. Furthermore, 
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firms with less centralized structure (-0.12, p < 0.1), greater intercompany interdependencies 

(0.10, p < 0.1), and larger firms (0.25, p < 0.01) are more likely to adopt SMA practices. 

However, no significant associations are observed between formalization, uncertainty, product 

quality, cost leadership, innovativeness, venture capital, family ownership and group, and SMA 

adoption. 

In the second step, OLS regressions are conducted using the simple residuals from the 

benchmark model (cf. Gerdin and Greve, 2008, p. 1001), controlling for firm’s strategic 

priorities (product quality, cost leadership, innovativeness) and industry.40 Table 40 presents 

the results of the OLS regression. Panel A reports the results of the model specification that 

uses residuals as a predictor variable. This model is used to evaluate the effects of symmetric 

misfit as proposed in H2. The table reports a non-significant relationship between the simple 

deviation from the benchmark and performance. H2 is thus rejected. 

In the third step, separate variables are computed for positive and negative residuals to 

allow for potential differences between over- and under-fitting firms (cf. Burkert et al., 2014, 

p. 10). To calculate these variables for each SMA category i, the variable representing the 

positive (negative) residuals was set to the absolute value of the residual from the benchmark 

model if the value was positive (negative), or zero otherwise. The positive (negative) residuals 

from the benchmark model identify firms that adopt SMA practices to a higher (lower) than 

predicted degree. The model including these predictor variables is used to test the asymmetric 

effects of misfit as proposed in H3a/b. The results are reported in panel B of Table 40. 

  

                                                 

40  This approach is based on two assumptions. First, on average the firms in the sample adopt an optimal SMA 
portfolio, but at a given point in time some of the firms are below and some are above the optimal level. Second, 
firms differ in the degree to which they deviate from the optimum and the larger the deviation, the larger is the 
performance penalty. 
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TABLE 40 

Results of OLS regressions examining the association between predicted SMA adoption and 
performance 

Panel A: Performance effects of misfit 

    Dependent variable = performance 
Model: 1.SMA 

overall  
  2.Planning, 

control and 
perform. 
measure. 

  3.Prod. 
market 

oriented 
analysis 

  4.Customer 
analysis 

  5.Costing   6. Financial 
MCS 

Misfit 0.08 
 

0.04 
 

0.09 
 

0.05 
 

0.03 
 

0.05 
Product quality 0.07 

 
0.07 

 
0.07 

 
0.07 

 
0.07 

 
0.07 

Cost leadership -0.02 
 

-0.01 
 

-0.01 
 

-0.01 
 

-0.01 
 

-0.02 
Innovativeness 0.12* 

 
0.12* 

 
0.12* 

 
0.12* 

 
0.12* 

 
0.12* 

Manufacturing -0.11 
 

-0.11 
 

-0.10 
 

-0.10 
 

-0.11 
 

-0.10 
Service industry -0.13* 

 
-0.13** 

 
-0.12* 

 
-0.13* 

 
-0.14** 

 
-0.13** 

R2 4.4% 
 

3.9% 
 

4.5% 
 

4.0% 
 

3.9% 
 

4.0% 

Adjusted R2 2.2% 
 

1.8% 
 

2.4% 
 

1.8% 
 

1.7% 
 

1.8% 

F-statistic 2.02 
 

1.81 
 

2.10 
 

1.85 
 

1.78 
 

1.84 
Prob. (F-statistic) .064 

 
.096 

 
.054 

 
.090 

 
.103 

 
.091 

 

Panel B: Performance effects of over-/underfit 

    Dependent variable = performance 

Model: 1.SMA 
overall  

  2.Planning, 
control and 

perform. 
measure. 

  3.Prod. 
market 

oriented 
analysis 

  4.Customer 
analysis 

  5.Costing   6. Financial 
MCS 

Overfit -0.08 
 

-0.11 
 

-0.07 
 

-0.09 
 

-0.05 
 

0.06 
Underfit -0.18*** 

 
-0.15** 

 
-0.17** 

 
-0.14* 

 
-0.09 

 
-0.03 

Product quality 0.10 
 

0.11* 
 

0.10 
 

0.09 
 

0.10 
 

0.11 
Cost leadership -0.03 

 
-0.03 

 
-0.03 

 
-0.04 

 
-0.04 

 
-0.04 

Innovativeness 0.11* 
 

0.12* 
 

0.10 
 

0.09 
 

0.10 
 

0.11* 
Manufacturing -0.10 

 
-0.10 

 
-0.07 

 
-0.08 

 
-0.09 

 
-0.08 

Service industry -0.11* 
 

-0.11* 
 

-0.10 
 

-0.11 
 

-0.12* 
 

-0.11 

R2 6.5% 
 

5.7% 
 

6.2% 
 

5.0% 
 

4.4% 
 

4.5% 

Adjusted R2 4.1% 
 

3.2% 
 

3.7% 
 

2.5% 
 

1.9% 
 

2.0% 

F-statistic 2.64 
 

2.29 
 

2.50 
 

2.00 
 

1.75 
 

1.79 
Prob. (F-statistic) .012 

 
.028 

 
.017 

 
.055 

 
.098 

 
.090 

Notes: This table shows standardized regression coefficients for the relationship between performance 
and misfit (panel A) and over-/underfit (panel B). Misfit is calculated as the simple residuals from the 
benchmark model for SMA adoption. The value for overfit (underfit) is set the absolute value of the 
residuals from the benchmark model if the residual is above (below) zero, or zero otherwise. *, **, *** 
denote significance levels of 0.10, 0.05, and 0.01, respectively, all two-tailed. 
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The coefficient for underfit in model 1 reported in panel B is negative and significant (-

0.18; p < 0.01) while the coefficient for overfit is not. This suggests that i) lower performance 

is associated with lower adoption of SMA practices compared to the benchmark, and ii) firms 

that adopt more SMA than the benchmark do not have significant performance drawbacks. 

Similar results are observed in models 2-4 that use alternative dependent variables. These 

models suggest that the negative effect of underfit is driven by a lower extent to which planning, 

control and performance measurement practices are employed, as well as product and market 

oriented analyses, and customer analysis. The insignificant coefficients in models 5-6 indicate 

that under-/overfit in the adoption of costing and traditional financial management techniques 

are not related to performance at all. Hence, H3a is not supported, while H3b is supported. 

5.4.4. Robustness checks 

In addition to the model respecifications described above, several robustness checks 

were performed. First, in order to eliminate the potential effect associated with traditional 

financial techniques from the effects associated with SMA, I calculated an alternative variable 

representing aggregated SMA adoption (used in model 1) by averaging only the adoption rates 

of the planning, control and performance measurement, product and market oriented analysis, 

customer analysis, and costing. Second, I estimated a benchmark model replacing the variable 

measuring the adoption rate of SMA practices with the variable measuring the intensity with 

which the adopted SMA practices are used (scale values zero to four). The key findings for the 

two tests remained unchanged (untabulated). Third, I used an alternative measure of 

performance by dividing firms in two groups with one group having the above median self-

reported performance (high performer) and the other group having the below median 

performance (low performer). I then estimate a logit model predicting the probability that a firm 

will be a member of the high performer group, given the deviation from the benchmark model. 

Untabulated results support the main findings reported previously. 

5.5. Conclusions and discussion 

In this study, I investigate how firms adopt strategic management accounting (SMA) 

practices across different lifecycle stages, as well as the performance consequences of this 

adoption. Using survey data of 377 firms in German speaking countries, I find that the adoption 

of SMA practices changes across the lifecycle stages. Specifically, I find that the firms’ 

adoption of most of the SMA practices steadily increases from the birth to the revival stage, 

with a sharp drop at the decline stage. In contrast, the adoption of the traditional financial 
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measures in the sample is relatively high beginning at the birth lifecycle stage and remains 

comparably high across all stages. This finding is consistent with the notion that financial 

control is an essential function for all firms, including recently created firms (Davila and Foster, 

2007). 

Regarding the performance consequences of SMA adoption, I find evidence of the 

asymmetric misfit-effects in the SMA context. Consistent with the organizational theory of 

asymmetric misfit (Klaas and Donaldson, 2009; Luo and Donaldson, 2013) I find that, in 

general, firms that implement SMA practices to a lower than predicted degree have lower 

business performance, while firms that implement SMA practices to higher degree do not have 

lower performance. My interpretation of the findings is that the former firms are lacking 

management control capability, while the latter firms just invest too much in their SMA 

practices. Both effects are not good (cf. Klaas and Donaldson, 2009, p. 164), but this evidence 

suggests that a lack of SMA capability is worse than a too expensive SMA portfolio. 

I add to literature in three ways. First, I expand literature that analyzed how specific 

SMA practices are implemented across different lifecycle stages by providing evidence from 

German speaking countries (e.g. Auzair and Langfield-Smith, 2005; Kallunki and Silvola, 

2008; Silvola, 2008; Su et al., 2015; 2017). Second, I show that different practices are needed 

at the different stages of a firm’s development (Cadez and Guilding, 2008; Cinquini and 

Tenucci, 2010; Davila and Foster, 2007; Guilding et al., 2000), while some practices are always 

needed (e.g. financial controls). Lastly, I analyze performance differences between firms that 

adopt SMA too much and firms that adopt SMA too little – compared to their current level of 

development – building on the “asymmetry of misfit”-theory that has not been widely addressed 

in prior management accounting research (Burkert et al., 2014, p. 22). 

This study is not free of limitations. First, the profile deviation analysis relies on the 

contingency theoretical assumption that firms that successfully align SMA practices to their 

current level of development reach higher performance – all else being equal. This involves the 

construction of an optimal contingency dependent SMA-profile (cf. Donaldson, 1996, p. 57). 

As the adoption of SMA is potentially driven by an infinite number of factors and my model is 

relatively simple, I cannot eliminate the problem of unobserved variables. Second, as I obtained 

all data from one survey, this study could suffer from the common source bias. Third, there are 

problems related to the use of self-reported variables. For example, I asked respondents to self-

categorize their firms using the proposed lifecycle model. Although this approach has been used 

in the management control literature previously (e.g. Auzair and Langfield-Smith, 2005; 
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Kallunki and Silvola, 2008; Silvola, 2008), and measures were taken to validate the answers 

(see footnote 33), I cannot guarantee that the provided answers are the best representations of 

the firms’ current developmental level, given that some answer categories could have positive 

(e.g. growth) or negative (e.g. decline) connotation.  

Similar concerns apply to the operationalization of performance. Performance is a 

multifaceted concept, which cannot be defined in definite terms (Richard et al., 2009; 

Steigenberger, 2014). In fact, it is well known that performance depends on the needs and on 

the perception of different stakeholders (Donaldson, 2001, pp. 185–186), so the 

operationalization of performance in this study is just one possible representation of the 

underlying construct. Another concern is that performance is driven by a large number of 

factors, such as corporate governance (Engel et al., 2002) that are not covered by this study. 

This may explain the relatively low explanatory power (R2) of the statistical models. Finally, 

as I used only data from German speaking countries, the results of this study cannot be 

generalized to other countries or institutional settings.  

Future work could address these issues and, for example, test other benchmark models 

using alternative predictor variables, such as managerial effects on SMA adoption. In addition, 

alternative measurement of performance (Steigenberger, 2014) or lifecycle (Su et al., 2017) 

could be used to test the robustness of the results using another instrument. Finally, it would be 

interesting to see studies that analyze the complementarity between the different types of SMA 

practices (or other elements of management control) and whether this complementarity changes 

across different lifecycle stages. 
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Appendix 

Survey instrument (abbreviated) 

Lifecycle stage 

During their lifetime, firms can be at different stages of development. In your opinion, at what 
lifecycle stage is your firm located at the present? Please select exactly one option.  

4. Birth (Firm is less than ten years old, has informal structure, and is dominated by 
owner-manager) 

5. Growth (High sales growth (>15 percent), functionally organized structure, early 
formalization of policies) 

6. Maturity (Moderate sales growth (<15 percent), more bureaucratic organization) 
7. Revival (High sales growth (>15 percent), diversification of product lines, 

divisionalization) 
8. Decline (Demand for products drops, low rate of product innovation, profitability 

starts to decline) 

Illustration 

   

 

Performance 

Please rate the performance of your firm compared to your major competitors in the past 12 
months on the following scale: 1 (much lower) to 5 (much higher). 

1. Return on investment 
2. Margin on sales 
3. Capacity utilization 
4. Customer satisfaction 
5. Product and service quality 

 

Organizational structure (centralization, formalization) 

Please assess what it is generally like for the employees to work in your firm by indicating the 
degree to which you agree or disagree with the following statements on the scale from 1 
(strongly disagree) to 5 (strongly agree). 
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5. There can be little action taken until a supervisor approves a decision 
6. People who want to make their own decisions would be quickly discouraged 
7. Even small matters have to be referred to someone higher in the hierarchy for approval 
8. People have to ask the boss before doing almost anything 
9. Most people make their own rules on the jobb 
10. Ordinary employees are encouraged to feel that they are their own bosses in most 

mattersa,b 
11. A person can make her own decisions without checking with anybody elseb 
12. How things are done is left up to the person doing the workb 

aitem dropped from analysis, bitem reverse coded 

 

Uncertainty 

In your opinion, how predictable are the following issues for your firm rated on a scale from 1 
(very predictable) to 5 (very unpredictable)? Consider something as predictable if it can be 
planned or forecasted with precision.  

1. Raw material availability 
2. Raw material price 
3. Market demand 
4. Development of product design and features on the market  
5. Competitors’ actions 
6. Manufacturing technology 
7. Government regulation 
8. Labor union actions 

 

Strategic priorities 

Are the following issues more or less important to your firm, compared to the competitors in 
your main business? Scale from 1 (far less) to 5 (much more). 

1. Delivery on time 
2. Provide good after-sales service and support 
3. Products and services are always available for customers 
4. Provide high quality products and services 
5. Be flexible with production volumes 
6. Introduce new products 
7. Create unique product features 
8. Customise products and services to customer needsa 
9. Low price  
10. Low production costs 

aitem dropped from analysis 
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Please indicate the degree to which you agree or disagree with the following statements on the 
scale from 1 (strongly disagree) to 5 (strongly agree).  

11. In my firm there is a strong emphasis on research, development and innovations 
12. My firm developed many new products or services in the past five years 
13. Changes in product lines have been dramatic in the last five years 

 

Interdependence 

To what degree do you agree or disagree with the following statements? Please think about 

how work is generally done at your firm. (1 = Strongly disagree, 2 = Disagree, 3 = Neither 

agree nor disagree, 4 = Agree, 5 = Strongly agree, 9 = Don't know). 

1. The actions of managers of different units in my firm strongly impact each other's work
  

2. The performance of most of the units in my firm depends on the other units 
3. Most of the units in my firm work "stand alone" b 
4. The managers of different units in my firm often consider the outcomes of their actions 

for other units 
5. Most of the processes of different units in my firm are interrelated  
b item reverse coded 

 

Other variables 

Does the following apply to your firm? 

1. My firm is venture capital financed (yes/no) 
2. My firm is a strategic business unit or a division in a larger firm (yes/no) 
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6.1. Conclusion 

The studies in this dissertation are concerned with the determinants and consequences 

of management accounting systems’ (MAS) design choices. The contributions and limitations 

of the individual studies are described in detail in each study’s discussion. I will now emphasize 

some points in literature to which the studies jointly contribute. The relationship between the 

studies is illustrated in Figure 7. Finally, I derive some implications, both for future research 

and practice that may be instrumental for experts concerned with MAS design issues. 

6.1.1. Contribution to literature 

Study one is concerned with the individual impact of a firm’s CFO on the decision to 

use (or not to use) strategic management accounting practices. In line with predictions of the 

Upper Echelons theory (Hambrick and Mason 1984; Hambrick 2007; Hambrick and Quigley 

2014), it is shown empirically that the use of SMA practices can be partly explained by 

managerial factors. For instance, using objective measures from publicly available sources (see 

also Caglio et al. 2018) to measure prior CFO professional experience, it is found that the 

intensity of use of SMA practices is a function of CFO experience. However, this relationship 

is moderated by CFO power in a firm (cf. Finkelstein 1992). Prior literature in management 

accounting has not previously analyzed the role of managerial power in regard to MAS design 

choices. Hence, study one contributes to a developing stream of literature on individual 

executives’ impact on MAS design (e.g. review by Plöckinger et al. 2016). 

In an attempt to complement the findings from the first study, study two investigates the 

role of management accountants in a firm regarding the different types of use of strategic 

management accounting practices. The theoretical basis is provided by the Role theory (Kahn 

et al. 1964; Katz and Kahn 1978). Role theory proposes that the roles of organizational members 

are determined by the expectations of other members as well as by their context (Kahn et al. 

1964; Katz and Kahn 1978). Role theory implies that management accountants with different 

roles will behave differently in their firms. Study two finds evidence that business partner 

management accountants use SMA practices more intensively for attention focusing, decision 

making, and to a lower degree for legitimizing purposes. In contrast, the business partner role 

was not related to the monitoring use of SMA practices. In turn, attention focusing and decision 

making purposes are found to positively impact the degree of firm innovativeness, while the 

use for monitoring and legitimizing purposes is not. Hence, this study contributes to literature 

on the relationship between management accountants and MAS design (e.g. Henttu-Aho 2016; 
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Lambert and Sponem 2012; Wolf et al. 2015). Another finding of study two is that both 

differentiation strategy and decentralization are significant determinants of the business partner 

role of management accountants. This finding contributes to the literature on the determinants 

of management accountants’ roles (e.g. Byrne and Pierce 2007; Chang et al. 2014; De Loo et 

al. 2011; Erhart et al. 2017). 

Figure 7 

Relationship between the four studies in the dissertation 

 

Study three asks the question how management accounting capability is associated with 

other capabilities (especially in marketing) in firms. Building on Complementarity theory 

(Brynjolfsson and Milgrom 2012; Milgrom and Roberts 1995) it assumes that it is possible to 

identify complementary relationships between several pairs of organizational decisions, which 

form a system of complements. Organizational choices are complements (substitutes) if the 

benefit of having one design element increases (decreases) with the presence of another 

(Brynjolfsson and Milgrom 2012). Drawing on the Dynamic Capabilities theory (Eisenhardt 

and Martin 2000; Teece et al. 1997) it is argued in this study that management accounting is a 

dynamic capability. Using both survey and archival data, the study shows that dynamic 

capabilities in marketing and management accounting are complements under high level of 

competition intensity, but are not related in situations when competition intensity is low. This 
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finding contributes to literature concerning the interplay between management accounting and 

marketing (e.g. Foster and Gupta 1994; Moorman and Day 2016; Verhoef and Leeflang 2009; 

Verhoef et al. 2011). 

Finally, study four analyses the performance consequences of fit between MAS design 

and firm’s current life-cycle stage. The theoretical foundation of the study is provided by the 

theory of Asymmetric Misfit developed by Klaas and Donaldson (2009) and Luo and 

Donaldson (2013). This study finds that in line with theory, the performance consequences of 

misfit between MAS design and life cycle are asymmetrical. More precisely, the findings 

suggest that an underdeveloped MAS design is negatively related to performance, while an 

overly sophisticated MAS design is not. Hence, this study adds to contingency-based literature 

in management accounting (Chenhall 2003) by showing that misfit is a more nuanced concept 

than just a simple deviation from a predicted profile. 

6.1.2. Implications for future research 

The four studies in this dissertation provide incremental pieces to a larger web of 

knowledge concerning MAS design (Herschung et al. 2017; Luft and Shields 2003). Figure 7 

shows the linkages between concepts that are jointly covered by the studies. It also shows 

missing links between the variables. Some of the missing links in Figure 7 have not yet been 

covered in prior literature. Future studies could investigate some of these links. 

For example, it could be interesting to find out how competition affects the use of MAS 

and whether organizational factors, such as firm complexity (see control variables in study 

three), moderate this relationship. Complementary, it could be interesting to know if the 

relationship between MAS design and firm performance is contingent on CFO power and/or 

other CFO professional characteristics. Both competition and CFO factors have been identified 

in literature as critical factors for MAS design choices and a better understanding of the 

potential interactions among these factors in management accounting is needed. 

Another potentially promising area of research could be the analysis of the consequences 

of having a diverse portfolio of management accounting and marketing dynamic capabilities on 

various performance measures (innovation, performance), as we know that each capability 

affects different firm outcomes (sales, profitability, firm value). It could be interesting to see 

how different portfolios of capabilities determine performance outcomes. Future studies could 

also look at the moderating/mediating effect of the simultaneous presence of both dynamic 

capabilities in the relationship between innovation efforts and firm performance. One could 
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also study the relative importance of management accounting and marketing dynamic 

capabilities at different life-cycle stages of firms. Furthermore, literature does not provide 

answers on the relationship between people acting in firms and firms’ capabilities. Hence, 

another topic for a study could be the relationship between the roles of management accountants 

and dynamic management accounting capabilities, and whether this relationship is 

unidirectional or recursive. 

In total, I believe that future studies could build on the results presented in this 

dissertation. Future management accounting research could look for opportunities by 

introducing theories and concepts from neighboring disciplines, such as marketing (see review 

by Kamboj and Rahman 2015) or psychology (see review by Hall 2016).  

6.1.3. Implications for practice 

The findings presented in this dissertation have practical implications in at least three 

ways. First, studies one and two suggest that people determine MAS design choices in firms. 

Managers concerned with hiring decisions and people development initiatives should be aware 

how the selection of certain types of CFOs and/or management accountants and development 

of their soft skills could possibly affect the way that MAS will be used in the future. 

Second, study three suggests that marketing and management accounting functions are 

interrelated in the sense that management accounting can contribute to marketers’ work (and 

vice versa). This would suggest that firms could realize performance improvements by reducing 

silo-thinking and better coordinating the work of the experts in these two functions. My research 

indicates that this is especially important for firms operating in highly competitive 

environments. 

Third, the findings of study four underline the importance of the fit between MAS design 

and the developmental stage of a firm. This implies that forward-looking managers should 

anticipate the development of their firms and adjust the MAS design timely in order to prevent 

administrative crisis. 
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7. Appendices 

Introductory letter for the first survey (English) 

CHIEF FINANCIAL OFFICER SURVEY 2014 

 

TO FINANCE AND CONTROLLING EMPLOYEES, 

This questionnaire is part of a scientific study which investigates the role of the chief financial 

officer and the finance & control department in the organization. The results of this study will 

be used for research and teaching. 

Please support science and provide your answers to this survey if you work as a CFO, 

manager finance or manager controlling from the perspective of the unit that you are 

responsible for (e.g. firm, group, division or business unit). 

Most people in the pretest needed 20 minutes to complete this survey. All of your responses 

will be treated confidentially; no individual or organizational unit will ever be identified. The 

completed survey can be faxed to +49.201.565991010 or emailed to us. Alternatively you can 

take the survey online by following the link below or by scanning the QR-code with your 

smartphone on top of this page. 

www.CFOstudy.org  

for further information or any other questions do not hesitate to contact us. 

Best regards 

Prof. Dr. Frank H.M. Verbeeten 

  

Professor of Accounting 

Utrecht University School of Economics 

Timur Pasch, PhD candidate 

 

PhD School of Management 

Open University of the Netherlands 
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Introductory letter for the first survey (German) 

CHIEF FINANCIAL OFFICER STUDIE 2014 

 

AN RECHNUNGSWESEN UND CONTROLLING MITARBEITER, 

Diese Umfrage ist Teil einer wissenschaftlichen Studie über die Rolle des Chief Financial Officers im 

Unternehmen, die Unternehmenssteuerung und -entwicklung. Die Ergebnisse werden in der Forschung 

und in der Lehre verwendet. 

Unterstützen Sie die Wissenschaft und nehmen Sie teil an dieser Umfrage, wenn Sie als CFO, 

kaufmännischer Geschäftsführer oder Leiter Controlling bzw. Rechnungswesen arbeiten. Berichten Sie 

aus der Perspektive der Organisationseinheit, für die Sie zuständig sind (z.B. Firma, Konzern, Teil-

Konzern, Business Unit). 

Die meisten Testpersonen haben ca. 20 Minuten zum Ausfüllen des Fragebogens gebraucht. Alle 

Antworten werden absolut vertraulich behandelt. Wir werten nur Durchschnittswerte von Gruppen aus, 

so dass zu keinem Zeitpunkt Individualangaben ersichtlich sind. 

Der ausgefüllte Fragebogen kann an diese Fax-Nummer +49.201.565991010 oder per Email an uns 

geschickt werden. Alternativ können Sie die Befragung auch online durchführen, indem Sie den 

folgenden Link verwenden oder den QR-Code am oberen Rand dieses Anschreibens mit Ihrem 

Smartphone einscannen. 

www.CFOstudie.de 

Wenn Sie Fragen haben, rufen Sie uns an oder schreiben Sie uns.  

Mit freundlichen Grüßen 

Prof. Dr. Frank H.M. Verbeeten  

  

Lehrstuhl für Rechnungswesen 

School of Economics Utrecht, Niederlande  

Timur Pasch, Doktorand 

 

School of Management 

Open University, NL 
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First survey instrument (English) 

 

                                  

 

       
                                       
 

                                      

CFO SURVEY 
[ can be completed on www.CFOstudy.org ]  

Please note: we will not share your responses with anyone. We will report only 
aggregate results, so your individual responses are confidential. Fax your responses 
to +49.201.565991010 or mail to timur.pasch@ou.nl 

I. CFO 
                                 

Is there a person in your firm who is responsible for finance, besides Chief 
Executive Officer (CEO) or general manager? This person will be called "Chief 
Financial Officer" (CFO) from here on. 
                                       

1.   yes   
n
o 

 IF NO, PLEASE GO DIRECTLY TO CHAPTER 
II ON THE NEXT PAGE 

                 

                                       

                                       

Is the CFO a member of the top management team?                                        

2.   yes   
n
o 

                                 

                                       

                                       

What is the educational background of the CFO? 
Multiple answers are possible. 

             

                                       

3.   
University 
degree  

  
Certified public accountant 
or similar 

  
MB
A 

  
No academic 
degree  

         

                                       

                                       

What is the age of 
the CFO? 

            

Below 
30 31-40 41-50 51-60 

Above 
60 

Don't 
know 

 
                    

                  

4. 
Ye
ars 

                  

                        
                     

                  
                     

                  
How many years does the CFO serve in 
the current position? 

 Below 
1 1-3 4-6 7-9 

Above 
9 

Don't 
know 

                                       

5. 
Ye
ars 
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Please indicate how much influence the 
CFO has on the following decisions in your 
firm. 

No 
influen

ce 

Weak 
influen

ce 

Norm
al 

influen
ce 

Strong 
influen

ce 

Very 
strong 
influen

ce 
Don't 
know 

                                       

6. 
Major resource 
allocations of the firm 

                                

                                                                             
                                       

7. 
Acquisitions and 
divestments 

                                   

                                                                             
                                       

8. 
Which markets or market segments the 
firm will enter or exit 

                         

                                                                             
                                       

9. 
Strategy of 
the firm 

                                      

                                                                             
                                       

10
. 

Organizational 
structure 

                                    

                                                                             
                                       

11
. 

Which business actions 
should be taken 

                               

                                                                             
                                       

12
. 

Initiate and stop 
projects 

                                    

                                                                             
                                       

13
. 

Investments in new 
administrative systems 

                               

                                       
                                       

II. FIRM RELATED 
Does the following apply to your firm? 

 
My firm is a strategic business 
unit or a division in a larger 
firm 

                        

1.    yes   
n
o 

                  

                                                 
                                       

2. 
My firm is a family 
owned business 

      yes   
n
o 
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3. 
My firm is venture 
capital financed 

      yes   
n
o 

                  

                                                                             
                                       

4. 
The founder of my firm is 
currently the CEO 

   yes   
n
o 

                  

                                                                             
                                       

5. 
The CFO was appointed by the 
venture capitalist 

  yes   
n
o 

                  

                                                                             
                                       

6. 
The CFO is a member of 
the owner family 

    yes   
n
o 

                  

                                       

                                       

During their life time, firms can be at different stages of development. In your 
opinion, at what life cycle stage is your firm located at the present?  

Select 
exactly one 

option 
 

Examples for typical firm 
characteristics: 

                       

7. 

  Birth (Firm is less than 10 years old, has informal structure, and is 
dominated by owner-manager) 

         
 

                                                      
 
 

          

                                                       

  
Gro
wth 

(High sales growth (>15%), functionally organized structure, early 
formalization of policies) 

         

 
                                                                

                                                       

  
Matu
rity 

(Moderate sales growth (<15%), more 
bureaucratic organization) 

                

 
                                                                

                                                       

  
Revi
val 

(High sales growth (>15%), diversification of product 
lines, divisionalization) 

             

 
                                                                

                                                       

  
Decli
ne 

(Demand for products drops, low rate of product innovation, 
profitability starts to decline) 

          

 
                                       

III. FINANCE ORGANIZATION 
What is the number of finance and accounting personnel in your 
firm (in full time equivalent)? 

      

      

                                       

1.         
Full time 
equivalent 
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How much time on average do the finance and accounting people 
spend on the following activities during a year in your firm? 
Please distribute 100 points among the six categories below. 

 
 

 
write down 
points: 

           Examples for 
specific tasks: 

        

2.         Accounting and 
reporting  

   
(transaction processing, aggregating financial 
transactions in general ledgers, financial control, 
preparing annual report) 

 

                                                                             
                                       

3.         Management 
accounting and control 

 
(planning, forecasting, budgeting, target setting, 
analysis, management reporting, balanced scorecards, 
etc)   

                                                                             
                                       

4.         
Risk management and 
compliance 

 (Sarbanes-Oxley, COSO, corporate governance, risk 
management, regulatory compliance, tax) 

  
                                                                             
                                       

5.         
Strategic 
analysis  

     (strategic planning, mergers, acquisitions & divestments, 
capital budgeting, etc) 

 

                                                                             
                                       

6.         Fund
ing  

        
(investor relations, debt financing, treasury, working 
capital management, talk to banks, manage capital 
structure) 

 

                                                                             
                                       

7.         

Ot
he
r 

 

 

        (e.g. administration of financial systems, ERP systems, 
people management, outsourcing/shared services) 

 

  = total 100 
points 

                                 

                                       

Below is a list of several management 
accounting techniques. In your firm, to 
which extent are these techniques used at 
the present? 

Not 
availa

ble 
Not 

used 

Somet
imes 
used 

Often  
used 

Very 
often 
used 

Don't 
know                   

                     

8. 
Activity based 
costing 

                                    
 

                                                                              
                                                        

9. 
Brand 
valuation 

  

  

                                  
 

                                                                              
                                                        

10
. 

Product life 
cycle costing 

                                   
 

                                                                              
                                                        

11
. 

Budg
ets 
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12
. 

Target 
costing 

                                      
 

                                                                              
                                                        

13
. 

Value-chain 
costing 

                                     
 

                                                                              
                                                        

14
. 

Benchma
rking 

                                      
 

                                                                              
                                                        

15
. 

Kaizen costing (other names "continuous 
improvement", "lean management")                       

 
                                                                              
                                                                              
16
. 

Competitive position 
monitoring 

                                 
 

                                                                              
                                                        

17
. 

Cash flow 
reporting 

                                     
 

                                                                              
                                                        

18
. 

Customer 
profitability analysis 

                                 
 

                                                                              
                                                        

19
. 

Customer lifetime 
value analysis 

                                 
 

                                                                              
                                                        

20
. 

Financial performance 
measures (e.g. profit, EBITDA) 

                            
 

                                                                              
                                                        

21
. 

Integrated performance measurement 
(e.g. Balanced Scorecard) 

                        
 

                                                                              
                                                        

22
. 

Value-based and residual income 
measures (e.g. ROCE, EVA®) 

                        
                                        

                                       

Some firms frequently make changes to the management accounting 
techniques that they use, while others do not. We want to understand what 
techniques have been changed recently in your firm. Please check all the 
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techniques that were changed (i.e. implemented, abandoned or updated) in 
the last 3 years: 

Check the 
box if change 
was made to:                 

Check the 
box if change 
was made to:              

 

                                       

23
.a 

  
Activity based 
costing 

    

 

      

23.
b 

  
Competitive position 
monitoring 

     

                                                                      
             

 
                        

  
Brand 
valuation 

      

 

        
Cash flow 
reporting 

         

                                                                      
             

 
                        

  
Product life 
cycle costing 

   

 

        
Customer 
profitability analysis 

      

                                                                      
             

 
                        

  
Budg
ets 

        

 

        
Customer lifetime 
value analysis 

     

                                                                      
             

 
                        

  
Target 
costing 

      

 

        
Financial performance 
measures 

     

                                                                      
             

 
                        

  
Value-chain 
costing 

     

 

        
Integrated performance 
measurement 

   

                                                                      
             

 
                        

  
Benchma
rking 

      

 

        
Value-based and residual 
income measures 

  

                                                     

             
 

                       

  
Kaizen 
costing 

      

 

                       

                                       

                                       

Management accounting techniques can be 
used for various purposes. In your firm, 
how often are the previously mentioned 
management accounting techniques used 
to: 

Never 
for 
this 

purpo
se 

Seldo
me for 

this 
purpo

se 

Somet
imes 
for 
this 

purpo
se 

Often 
for 
this 

purpo
se 

Very 
often 

for this 
purpos

e 
Don't 
know 

                                       
24
. 

Track progress 
towards goals 

                                 
 

                                                                              
                                       

25
. 

Monitor 
results 
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26
. 

Compare outcomes to 
expectations 

                                
 

                                                                              
                                       

27
. 

Tie the 
organization 
together 

                                  

 
                                                                              
                                       

28
. 

Enable the organization to focus on 
critical success factors 

                         

                                                                              
                                       

29
. 

Enable discussion in 
meetings 

                                  

                                                                             
 

Enable continual challenge and debate 

                 
30
. 

                       

                                   
 

Make strategic decisions when an 
immediate response is required 

                 
31
. 

                       

                                   
 

Make strategic decisions when there is 
enough time for analysis 

                 
32
. 

                       

                                   
 

Anticipate the future direction of the 
company 

                 
33
. 

                       

                                   
                                       

34
. 

Confirm your understanding 
of the business 

                             
 

                                                                              
                                       

35
. 

Justify 
decisions 

 
 

                                   
 

                                                                              
                                       
36
. 

Verify assumptions (e.g. in a 
business case) 

                              
 

                                                                              
                                       

37
. 

Validate your 
point of view 

                                   
                                        

                                       

IV. FIRM BACKGROUND 

  
In your opinion, how predictable are the 
following issues for your firm? Consider 
something as predictable if it can be 
planned or forecasted with precision. 

Very 
predic
table 

Predic
table 

Neithe
r nor 

Un-
predic
table 

Very 
un-

predict
able 

Don't 
know 
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1. Raw material availability                        
                                                                              
                                       

2. Raw material price                        
                                                                              
                                       

3. Market demand                        
                                                                              
                                       

4. 
Development of product design and features 
on the market 

                      
 

                                                                              
                                       

5. Competitors’ actions                        
                                                                              
                                       

6. Manufacturing technology                        
                                                                              
                                       

7. Government regulation                        
                                                                              
                                       
8. Labour union actions                        
                                       

Are the following issues more or less 
important to your firm, compared to the 
competitors in your main business? 

Far 
less Less 

Simila
r More 

Much 
more 

Don't 
know 

                                       

9. 
Delivery 
on time 

                                      
 

                                                                              
                                       

10
. 

Provide good after-sales 
service and support 

                             
 

                                                                              
                                       

11
. 

Products and services are always 
available for customers 

                         
 

                                                                              
                                       

12
. 

Provide high quality 
products and services 

                              
 

                                                                              
                                       

13
. 

Be flexible with 
production volumes 

                                
 

                                                                              
                                       

14
. 

Introduce new 
products 
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15
. 

Create unique 
product features 

                                 
 

                                                                              
                                       

16
. 

Customize products and services 
to customer needs 

                           
 

                                                                              
                                       

17
. 

Low 
price  

                                       
 

                                                                              
                                       

18
. 

Low 
production 
costs 

                                    

 
                                       

Please indicate the degree to which you 
agree or disagree with the following 
statements. 

Strong
ly 

disagr
ee 

Disagr
ee 

Neithe
r 

agree 
nor 

disagr
ee Agree 

Strong
ly 

agree 
Don't 
know 

                                       
19
. 

In my firm there is a strong emphasis on 
research, development and innovations 

                       
                                  

                                       

20
. 

My firm developed many new products or 
services in the past 5 years 

                      
 

                                                                              
                                       

21
. 

Changes in product lines have been 
dramatic in the last 5 years 

                       
 

                                       
                                       

Please rate the performance of your firm 
compared to your major competitors in the 
past 12 months on the following: 

Much 
lower Lower 

Simila
r Higher 

Much 
higher 

Don't 
know 

                                       
22
. Return on investment                        

                                                                              
                                       

23
. Margin on sales                        

                                                                              
                                       

24
. Capacity utilization                        

                                                                              
                                       

25
. Customer satisfaction                        

                                                                              
                                       

26
. Product and service quality                        
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Was your firm profitable in 2013 
(Net Profit > 0)? 

                        

                                       

27
. 

  yes   
n
o 

                                 

                                       

What is your expectation regarding 
business growth in the next 12 months? 

Strong
ly 

declin
e 

Declin
e 

No 
chang

e Grow 

Strong
ly 

grow 
Don't 
know 

                                       
28
. 

Will the industry in which your firm mainly 
operates grow or decline? 

                       

                                                                             
                                       

29
. 

Will your firm's business 
grow or decline? 

                               

                                       
 

                                      

Please assess what it is generally like for 
the employees to work in your firm by 
indicating the degree to which you agree or 
disagree with the following statements. 

Strong
ly 

disagr
ee 

Disagr
ee 

Neithe
r 

agree 
nor 

disagr
ee Agree 

Strong
ly 

agree 
Don't 
know 

                                       
30
. 

There can be little action taken until a 
supervisor approves a decision 

                       

                                                                              
 

People who want to make their own 
decisions would be quickly discouraged 

                   

31
. 

                         

                                        
 

Even small matters must be referred to 
someone higher in the hierarchy for approval 

                 

32
. 

                       

                                    
                                       

33
. 

People have to ask the boss before 
doing almost anything 

                          

                                                                              
 

Ordinary employees are encouraged to feel 
that they are their own bosses in most 
matters 

                 

34
. 

                       

                                    
 

A person can make her own decisions 
without checking with anybody else 

                 

35
. 

                       

                                    
                                       

36
. 

How things are done is left up to the 
person doing the work 
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37
. 

Most people make their own 
rules on the job 

                              

                                       

To what degree do you agree or disagree 
with the following statements? Please think 
about how work is generally done at your 
firm. 

Strong
ly 

disagr
ee 

Disagr
ee 

Neithe
r 

agree 
nor 

disagr
ee Agree 

Strong
ly 

agree 
Don't 
know 

                                       
38
. The actions of managers of different units in 

my firm strongly impact each other's work 
                       

                                    
 

The performance of most of the units in my 
firm depends on the other units 

                 

39
. 

                       

                                    
                                       

40
. 

Most of the units in my firm 
work "stand alone" 

                              

                                                                              
 

The managers of different units in my firm 
often consider the outcomes of their actions 
for other units 

                 

41
. 

                       

                                    
                                       

42
. 

Most of the processes of different units in 
my firm are interrelated 

                        

                                       

V. DEMOGRAPHICS 

  

These standard questions are included for specific statistical purposes. We 
need them to "compare apples with apples". 

   
 

                                      

1. 
Year in which your firm was 
legally established 

               
Ye
ar 

           

                                       
                                       

2. 
Employees at the end of 2013 (in full time 
equivalents, FTE) 

          
Number of 
FTE 

        

                                       
                                       

3. 
Revenue in 2013 (in 
Million Euro) 

                   
Million 
Euro 

         

                                       
                                       

4. 
In which country are 
you located 

                   
  

                
Count
ry 

 

                                       
                                       

5. 
Industry of the 
main business 

                    
  

                
Indus
try 
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6. 
Name of the firm 
(optional) 

                    
  

                
Firm's 
name 

                                       
                                       

7. 
How many years do you work in your 
current position (optional)? 

         
Ye
ars 

           

                                       
                                       

 

Your current 
position is in: 

             

              

   

                                       
                                       

8.   Finance, 
controlling  

  
Manage
ment  

  
Oth
er 

        
  

         
   

   

                                       
                                       

 Your email address, if you want to receive the 
results of the study (optional):                                                       

                                       

9.                                                    
        

                                       

                                       

THANK YOU VERY MUCH FOR 
YOUR HELP! 

             

Note: No firm or individual response will be identified when 
communicating the results of this study. 
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First survey instrument (German) 

 

                

 

                   

 

       
                                       
 

                                      

CFO STUDIE 2014 
[ alternativ online auf www.CFOstudie.de ] 

 
 

Hinweis: Wir werden Ihre Antworten streng vertraulich behandeln und anonym auswerten. 
Das Gesamtergebnis und die Ergebnisse von Teilgruppen werden als Durchschnittswerte 
verarbeitet. Faxen Sie den ausgefüllten Fragenbogen an +49.201.565991010 oder mailen 
Sie ihn an timur.pasch@ou.nl 

I. CFO 
                

Gibt es in Ihrem Unternehmen eine Person neben dem Vorstandsvorsitzenden bzw. 
Geschäftsführer, die für Finanzen zuständig ist? Im Folgenden wird diese Person als 
"Chief Financial Officer" (CFO, m/w) bezeichnet. 
                                       

1.   
J
a 

   
Nei
n 

WENN NEIN, GEHEN SIE DIREKT ZUM ABSCHNITT II AUF 
DER NÄCHSTEN SEITE ÜBER 

            

                                       

                                       

Ist in Ihrem Unternehmen der CFO auch Mitglied der Geschäftsführung? 
                                       

2.   
J
a 

   
Nei
n 

                                

                                       

                                       

Besitzt der CFO einen oder mehrere der 
folgenden Abschlüsse? 

                  

                                       

3.   
Hochschulabsc
hluss 

  
Steuerberater oder 
Wirtschaftsprüfer 

  
MB
A 

  
Kein 
Hochschulabschluss 

        

                                       

                                       

Wie alt ist Ihr 
CFO? 

               
Unter 

30 31-40 41-50 51-60 
Über 
60 

weiß 
nicht 

 
                    

                  

4. 
Ja
hre 

                  
                        

                     
                  

                     
                  

Wie lange ist der CFO bereits in seiner 
aktuellen Position tätig? 

Unter 
1 1-3 4-6 7-9 Über 9 

weiß 
nicht 

                                       

5. 
Ja
hre 
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Wie viel Einfluss übt der CFO üblicherweise 
auf folgende Entscheidungen in Ihrem 
Unternehmen aus? 

Kein 
Einflus

s 

Wenig 
Einflu

ss 

Norm
aler 

Einflu
ss 

Viel 
Einflu

ss 

Sehr 
viel 

Einflus
s 

weiß 
nicht 

                                       

6. 
Verteilung von Mitteln und 
Ressourcen 

                                

                                                                             
                                       

7. 
Akquisitionen und 
Desinvestitionen 

                                 

                                                                             
                                       

8. 
Verlassen von Märkten bzw. 
Marktsegmenten 

                              

                                                                             
                                       

9. 
Änderung der 
Firmenstrategie 

                                   

                                                                             
                                       

10. 
Änderung der 
Organisationsstruktur 

                                 

                                                                             
                                       

11. 
Operative 
Entscheidungen 

                                   

                                                                             
                                       

12. 
Starten oder Beenden 
von Projekten 

                                 

                                                                             
                                       

13. 
Investitionen in 
administrative Systeme 

                                

                                       
                                       

II. ANGABEN ZUM 
UNTERNEHMEN 

                 

Trifft Folgendes auf Ihr 
Unternehmen zu? 

                          

 

Ihr Unternehmen ist Teil eines 
Konzerns 

                       

1.   
J
a 

   
Nei
n 

                 

                                               
 

Ihr Unternehmen befindet sich 
überwiegend im Familienbesitz 

                       

2.   
J
a 

   
Nei
n 

                 

                                               
 

Ihr Unternehmen ist durch 
Venture Capital finanziert 

                        

3.    
J
a 

   
Nei
n 

                 

                                                 
                          

4.    
J
a 

   
Nei
n 
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Der Unternehmensgründer ist 
zum jetzigen Zeitpunkt auch 
der Geschäftsführer 

                                               

 

Der CFO wurde vom Venture 
Capital Investor bestellt 

                         

5.    
J
a 

   
Nei
n 

                 

                                                 
                                       

6. 
Der CFO ist Mitglied der 
Eigentümerfamilie 

    
J
a 

   
Nei
n 

                 

                                       
                                       

Unternehmen sind nahezu „lebendige Organismen“ die unterschiedliche 
Lebensphasen durchlaufen. In welche der unten genannten Phasen eines 
Lebenszyklus würden Sie Ihr Unternehmen einordnen?  
Wählen Sie 
genau eine 
Option aus: 

 

 

 

Beispielhafte Beschreibung des 
Unternehmens: 

                   

7. 

  
Gebu
rt 

  (junges Unternehmen mit informellen Strukturen, wird 
von Gründern dominiert) 

 
 
 

          

 
                                                                
                                                       

  
Wachst
um 

 (starkes Umsatzwachstum, funktionale 
Struktur entsteht) 

                
 

                                                                
                                                       

  Reife   (wenig Umsatzwachstum, Fokus auf Formalisierung und 
Professionalisierung) 

          
 

                                                                
                                                       

  
Wiederbel
ebung 

(erneuerter Wachstumsschub, Diversifizierung der 
Produkte und Märkte) 

            
 

                                                                
                                                       

  
Rückga
ng 

 (Nachfrage und Profitabilität brechen ein, 
wenig Innovationskraft) 

              
 

                                       

III. FINANZ-ORGANISATION 
        

Wie viele Vollzeitmitarbeiter arbeiten im Finanzbereich in Ihrem Unternehmen 
(Controlling, Rechnungswesen und Finanzen)?                                        

1.         
Vollzeitmitar
beiter 

                            

                                       

Wie teilt sich der Arbeitsaufwand der Mitarbeiter in dem 
Finanzbereich auf folgende Aktivitäten auf (im Durchschnitt eines 
typischen Jahres)? Bitte verteilen Sie 100 Punkte auf die sechs 
Kategorien.  

 

 

tragen 
Sie eine 
Punktzah
l ein: 

            Beispiele für die 
Aufgaben: 

        

Lebenszyklus

Umsatz

Geburt Wachstum Reife Wieder-
belebung

Rückgang
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2.         Rechnungs- und 
Berichtswesen 

  
(Verarbeitung von Geschäftsvorgängen, Jahres- und 
Zwischenabschlüsse, Finanzkontrolle, Erstellung eines 
Jahresberichts) 

 

                                                                             
                                       

3.         Controlling und 
Unternehmenssteuerung  

(Planung und Budgetierung, Prognosen, 
Abweichungsanalysen, Management Reporting, 
Kennzahlensysteme etc.)   

                                                                             
                                       

4.         Risikomanagement und 
Compliance 

 
(Einhaltung gesetzlicher und aufsichtsrechtlicher 
Vorschriften, Corporate Governance, interne 
Kontrollen, Steuern)   

                                                                             
                                       

5.         
Strategische 
Analysen 

     (Strategische Planung, Mergers & Acquisitions, 
Investitionsplanung etc.) 

 

                                                                             
                                       

6.         Finanzier
ung 

       
(Investor Relations, Kreditfinanzierung, Gespräche mit 
Banken, Working Capital Management, Optimierung der 
Kapitalstruktur) 

 

                                                                             
                                       

7.         
Ande
re  

        (z.B. Pflege von IT Systemen, Personalmanagement, 
Outsourcing oder Aufbau von Shared Service Centers) 

 

  
                                     

 
= insgesamt 100 
Punkte                                

Unten sind einige Techniken der 
strategischen Unternehmenssteuerung 
aufgeführt. Wie intensiv werden diese 
Techniken in Ihrem Unternehmen zurzeit 
eingesetzt? 

Nicht 
vorhan

den 

Wird 
nicht 

einges
etzt 

Wird 
manc
hmal 

einges
etzt 

Wird 
oft 

einge
setzt 

Wird 
sehr 
oft 

einges
etzt 

weiß 
nicht                   

                     

8. 
Activity based 
costing 

                                    
 

                                                                              
                                                        

9. 
Markenbew
ertung 

 
  

                                  
 

                                                                              
                                                        

10. 
Lebenszyklus-
Kostenrechnung 

                                 
 

                                                                              
                                                        

11. 
Budgetier
ung 

                                      
 

                                                                              
                                                        

12. 
Zielkostenre
chnung 

                                     
 

                                                                              
                                                        

13. 
Kostenrechnung der 
Wertschöpfungskette 

                              
 

                                                                              
                                                        



APPENDICES  271 

 

14. 
Bench
marks 

                                       
 

                                                                              
                                                        

15. Kaizen-Techniken ("kontinuierliche Verbesserung", 
"Lean Management") 

                       
 

                                                                              
                                                                              

16. 
Analyse der 
Wettbewerbsposition 

                                
 

                                                                              
                                                        

17. 
Liquiditätsberichterstattun
g (Cash Flow) 

                               
 

                                                                              
                                                        

18. 
Kundenprofitabilität
sanalyse 

                                  
 

                                                                              
                                                        

19. 
Kundenwertan
alyse 

                                    
 

                                                                               
Finanzielle Kenngrößen der 
Unternehmenssteuerung (z.B. EBITDA, 
Betriebsergebnis) 

                 

20.                        
                                    
                                                        

21. Integrierte Leistungsmessung (z.B. 
Balanced Scorecard) 

                           
 

                                                                              
                                                        

22. 
Wertorientierte Kennzahlen oder 
Residualgewinn (z.B. ROCE, EVA®) 

                       
                                        

                                       

Unternehmen unterscheiden sich darin, wie oft sie Änderungen an ihren Techniken 
der strategischen Unternehmenssteuerung vornehmen. Wir wollen verstehen, 
welche dieser Techniken in Ihrem Unternehmen kürzlich verändert wurden. Bitte 
kreuzen Sie alle Techniken an, die in den letzten drei Jahren verändert, d.h. 
eingeführt, aufgegeben oder angepasst wurden. 

 

Ankreuzen 
wenn 

folgendes 
geändert 
wurde:                 

Ankreuzen 
wenn 

folgendes 
geändert 
wurde:              

 

                                       

23.
a 

  
Activity based 
costing 

    
 

      

23.
b 

  
Analyse der 
Wettbewerbsposition 

     

                                                                      
             

 
                        

  
Markenbew
ertung 

     
 

        
Liquiditätsberichter
stattung 
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Lebenszyklus-
Kostenrechnung 

 
 

        
Kundenprofitabilitä
tsanalyse 

       

                                                                      
             

 
                        

  
Budgetier
ung 

      
 

        
Kundenwertan
alyse 

         

                                                                      
             

 
                        

  
Zielkostenre
chnung 

     
 

        
Finanzielle Kenngrößen der 
Unternehmenssteuerung 

                                                                      
             

 
                        

  
Kostenrechnung der 
Wertschöpfungskette 

       
Integrierte 
Leistungsmessung 

      

                                                                      
             

 
                        

  
Bench
marks 

       
 

        
Wertorientierte Kennzahlen oder 
Residualgewinn 

                                                     
             

 
                       

  
Kaizen-
Techniken 

     
 

                       

                                       

                                       

Unternehmen setzten Techniken der 
strategischen Unternehmenssteuerung für 
unterschiedliche Zwecke ein. Wie oft werden 
die oben genanten Techniken in Ihrem 
Unternehmen für folgende Zwecke 
eingesetzt? 

Nie für 
diesen 
Zweck 

Selten 
für 

diesen 
Zweck 

Manc
hmal 
für 

diesen 
Zweck 

Oft für 
diese

n 
Zweck 

Sehr 
oft für 
diesen 
Zweck 

weiß 
nicht 

                                       

24. 
Zielerreichung des 
Unternehmens feststellen 

                             
 

                                                                              
                                       

25. 
Ergebnisse 
überwachen 

                                   
 

                                                                              
                                       

26. 
Abweichungen zwischen Erwartungen und 
Ergebnissen analysieren 

                      
 

                                                                              
                                       

27. 
Die Organisation als 
Ganzes verstehen 

                               
 

                                                                              
                                       

28. 
Die Organisation auf kritische 
Erfolgsfaktoren fokussieren 

                          

                                                                              
                                       

29. 
Diskussionen in Meetings 
ermöglichen 

                                

                                                                             
 

Bereitschaft zur Veränderung aufrechterhalten 

                 

30.                        
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 Strategische Entscheidungen treffen, wenn 
wenig Zeit für Entscheidungsfindung vorhanden 
ist 

                 

31.                        

                                   
 

Strategische Entscheidungen treffen, wenn 
reichlich Zeit für Analysen vorhanden ist 

                 

32.                        

                                   
 

Zukünftige unternehmerische Entwicklung 
vorhersagen 

                 

33.                        

                                   
                                       

34. 
Verständnis der 
Geschäftstätigkeit festigen 

                              
 

                                                                              
                                       

35. 
Entscheidungen 
rechtfertigen 

                                  
 

                                                                              
                                       

36. Annahmen überprüfen (z.B. in 
einem Business Case) 

                            
 

                                                                              
                                       

37. 
Standpunkte und 
Meinungen überprüfen 

                               
                                        

                                       

IV. UMFELD UND HINTERGRUND DES 
UNTERNEHMENS 

   
Wie gut sind nach Ihrer Meinung folgende 
Sachverhalte in Ihrem Unternehmen 
vorhersehbar? Betrachten Sie etwas als gut 
vorhersehbar, wenn es mit ausreichend guter 
Genauigkeit geplant oder prognostiziert 
werden kann. 

Absolu
t 

vorher
-

sehbar 

Eher 
vorher

-
sehba

r 
Weder 
noch 

Eher 
unvor
her-

sehba
r 

Absolu
t 

unvorh
er-

sehbar 
weiß 
nicht 

                                       
1. Verfügbarkeit von Rohstoffen                        
                                                                              
                                       

2. Rohstoffpreise                        
                                                                              
                                       

3. Marktnachfrage                        
                                                                              
                                       

4. 
Entwicklung neuer Produkte und 
Produkteigenschaften auf dem Markt 

                      
 

                                                                              
                                       

5. Aktionen der Wettbewerber                        
                                                                              
                                       

6. Veränderung der Produktionstechnologie                        
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7. Änderung gesetzlicher Bestimmungen                        
                                                                              
                                       

8. 
Verhalten von Gewerkschaften und 
Arbeitnehmervertretern 

                      
 

                                       

Sind folgende Ziele mehr oder weniger 
wichtig für Ihr Unternehmen im Vergleich zu 
Ihren direkten Wettbewerbern?  

Deutlic
h 

unwic
htiger 

Unwich
tiger 

Ähnlic
h 

wichti
g 

Wichti
ger 

Deutlic
h 

wichtig
er 

weiß 
nicht 

                                       

9. 
Rechtzeitige 
Lieferung 

                                    
 

                                                                              
                                       

10. 
Gute Kundenbetreuung auch 
nach dem Kauf 

                             
 

                                                                              
                                       

11. 
Hohe Verfügbarkeit von Produkten 
und Dienstleistungen 

                          
 

                                                                              
                                       

12. 
Hohe Qualität von Produkten und 
Dienstleistungen 

                            
 

                                                                              
                                       

13. 
Flexibilität von Produktions- 
und Liefermengen 

                             
 

                                                                              
                                       

14. 
Einführung neuer Produkte und 
Dienstleistungen 

                            
 

                                                                              
                                       

15. 
Entwicklung einzigartiger 
Produkteigenschaften 

                            
 

                                                                              
 

Anpassung von Produkten und 
Dienstleistungen an Kundenbedürfnisse 

                  

16.                         
                                      

                                       

17. 
Niedriger 
Preis 

                                      
 

                                                                              
                                       

18. 
Niedrige 
Produktionskosten 

                                  
 

                                       

Geben Sie bitte an, inwieweit folgende 
Aussagen über Ihr Unternehmen zutreffen. 

Trifft 
überh
aupt 
nicht 
zu 

Trifft 
eher 
nicht 
zu 

Weder 
noch 

Trifft 
eher 
zu 

Trifft 
voll 
und 
ganz 

zu 
weiß 
nicht 

 In meinem Unternehmen sind Innovationen und 
Forschung  
sehr wichtig 

                 

19. 
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Mein Unternehmen entwickelte viele neue 
Produkte oder Dienstleistungen in den 
letzten fünf Jahren  

                  

20.                         
                                      
 

Die Veränderungen der Produktionspalette in 
den letzten fünf Jahren waren dramatisch 

                  

21.                         
                   
                                       

Bitte bewerten Sie die Leistung Ihres 
Unternehmens im Vergleich zu den engsten 
Konkurrenten in den letzten 12 Monaten? 

Viel 
niedrig

er 
Niedri

ger 
Ähnlic

h Höher 
Viel 

höher 
weiß 
nicht 

                                       
22. Rentabilität des Kapitals                        

                                                                              
                                       

23. Gewinnmarge                        

                                                                              
                                       

24. Auslastung der Kapazität                        

                                                                              
                                       

25. Kundenzufriedenheit                        

                                                                              
                                       

26. Produkt- und Servicequalität                        

                                       

                                       

War Ihr Unternehmen in 2013 profitabel 
(Jahresüberschuss > 0)? 

                   

                                       

27.   
J
a 

   
Nei
n 

                                

                                       

Welche Erwartungen haben Sie in Bezug auf 
das Wachstum in den nächsten 12 Monaten? 

Stark 
schrum

pfen 
Schru
mpfen 

Unverä
ndert 

Wach
sen 

Stark 
wachs

en 
weiß 
nicht 

 
Wird Ihre Branche schrumpfen oder 
wachsen? 

                  
28.                         

                                     
                                       

29. 
Wird der Umsatz Ihres Unternehmens 
schrumpfen oder wachsen? 

                       

                                       
 

                                      

Inwieweit treffen folgende Aussagen über die 
Arbeitsweise in Ihrem Unternehmen zu? 

Trifft 
überh
aupt 
nicht 
zu 

Trifft 
eher 
nicht 
zu 

Weder 
noch 

Trifft 
eher 
zu 

Trifft 
voll 
und 
ganz 

zu 
weiß 
nicht 

                                       

30. 
Ohne die Zustimmung des Vorgesetzten 
handeln die Mitarbeiter kaum  
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Mitarbeiter, die ihre eigenen 
Entscheidungen treffen wollen, werden 
schnell entmutigt 

                   

31.                          

                                        
 

Selbst kleine Fragen müssen mit jemandem in 
der höheren Hierarchiestufe abgestimmt 
werden 

                 

32.                        

                                    
 

Mitarbeiter halten immer Rücksprache mit 
dem Chef, wenn Sie eine Aufgabe 
annehmen 

                  

33.                         

                                      
 

Es wird gefördert, dass sich Mitarbeiter selbst 
für Ihren eigenen Aufgabenbereich 
verantwortlich sehen 

                 

34.                        

                                    
 

Ein Mitarbeiter kann eigene Entscheidungen 
ohne Rücksprache mit anderen treffen 

                 

35.                        

                                    
                                       

36. 
Es ist den Mitarbeitern selbst überlassen, wie 
die Arbeit erledigt wird 

                       

                                                                              
 

Die meisten Mitarbeiter legen sich eigene 
Regeln für ihren Arbeitsbereich fest 

                  

37.                         

                   

In wie weit stimmen Sie den Aussagen in 
dieser Liste zu? Denken Sie bitte ganz 
allgemein an die Arbeitsabläufe in Ihrem 
Unternehmen. 

Stimm
e 

überh
aupt 
nicht 
zu 

Stimm
e nicht 

zu 
Weder 
noch 

Stimm
e zu 

Stimm
e stark 

zu 
weiß 
nicht 

                                       
38. Die Entscheidungen der Manager aus 

unterschiedlichen Abteilungen beeinflussen 
sich gegenseitig 

                       

                                    
 

Das Arbeitsergebnis der meisten Abteilungen 
hängt von der Zuarbeit der anderen 
Abteilungen ab 

                 

39.                        

                                    
                                       

40. 
Die meisten Abteilungen sind 
unabhängige „Silos“ 

                             

                                                                              
 

Die Manager berücksichtigen die Auswirkung 
ihrer Entscheidungen auf andere 
Unternehmensbereiche 

                   

41.                         

                                      
 Die meisten Prozesse in unterschiedlichen 

Unternehmensbereichen sind miteinander 
verzahnt 

                  

42.                         

                   

V. DEMOGRAPHISCHE ANGABEN 

  

Folgende Standardfragen werden für statistische Auswertungen benötigt. Wir brauchen 
diese, um „Äpfel mit Äpfeln“ vergleichen zu können. 
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1. 
Gründungsjahr des 
Unternehmens 

                  
Jah
r 

           

                                       
                                       

2. 
Anzahl Mitarbeiter zum 
31.12.2013 

                  
Vollzeitst
ellen 

         

                                       
                                       

3. 
Umsatz in 
2013 

                        
Millionen 
Euro 

        

                                       
                                       

4. 
In welchem Land 
arbeiten Sie             

        
  

                
La
nd   

                                       
                                       

5. 
Branche, in der Ihr 
Unternehmen tätig ist 

                
  

                
Indust
rie 

 

                                       
                                       

6. 
Firmenname 
(optional) 

                      
  

                
Fir
ma 

  

                                                                              

7. 
Wie viele Jahre arbeiten Sie in Ihrer aktuellen 
Position (optional)? 

         
Jah
re 

           

                                       
                                       

 

Ihre aktuelle 
Position ist in:  

            
              

   

                                       
                                       

8.   Finanzen, 
Controlling  

  
Manage
ment  

  
And
ere 

        
  

         
   

   

                                       
                                       

 Ihre Email-Adresse, wenn Sie die Ergebnisse der Studie 
erhalten wollen (optional):                                                     

                                       

9.                                                    
        

                                       

                                       

VIELEN DANK! 
Hinweis: Wir werden nur Durchschnittswerte von Gruppen auswerten und keine 
Einzelantworten herausgeben. 
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Pilot survey participants 

 

1. Caroline Wolff (PhD, Head of Channel and Competitor Positioning, Bayer Material Science 

Shanghai, China) 

2. Holger Klink (PhD, Head of Steering Model and Costing Systems, RWE IT Group, Essen, 

Germany) 

3. Julius Golovatchev (PhD, Head of Product Lifecycle Management Competence Team, 

Detecon International - Deutsche Telekom Group, Cologne, Germany) 

4. Dwight van Diem (Senior Market Risk Manager, Credit Suisse, London, UK) 

5. Dennis von Bergh (PhD, Manager Outplacement Services, Ministry of Defence, Utrecht, 

The Netherlands) 

6. Katlijn Haesebrouck (PhD fellow, KU Leuven, Brussels, Belgium) 

7. Martin Gummersbach (Head of Billing Solutions, RWE IT Group, Essen, Germany) 

8. Thomas Brandt (Head of Controlling, Abbott Laboratories, Wiesbaden, Germany) 

9. Vera Pruss (PhD, Tax advisor, PNHR Cologne, Germany) 

10. Oliver Krause (PhD, Associate Director at Arthur D. Little, Berlin, Germany) 

11. Adrian Neuhart (Senior Associate, KPMG and PhD student at ESCP, Berlin, Germany) 

12. Nicolas Ziegler (PhD, Head Global Brand Management at ABB, Zurich, Switzerland) 
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Introductory letter for the second survey (English) 

 

Survey Controlling & Marketing 
 

  

  

Dear Timur Pasch, 

 

In a joint research project across several European countries, we want to gain an understanding 

in how marketing/sales and finance/accounting departments (co)operate in firms. Increasing 

competition puts greater pressure on firms’ profitability, and a firm’s performance may benefit 

from cooperation of marketing and finance departments. Those that fill out the survey will 

receive a benchmark, comparing the results of your individual firm to the responses from all 

other firms in the study. 

You, as a financial officer or controller of a relatively autonomous entity (firm, operating 

company, business unit) that can take decisions relatively autonomously, are requested to 

answer this survey. The term ‘entity’ refers to a relatively autonomous and independent (unit 

of) an organization which employs at least 150 people. The term ‘relatively autonomous’ refers 

to the fact that your entity manager can take decisions independently on a number of issues, 

within the legal and financial framework.  

If you are working as a financial officer or controller, please follow the link below and support 

this research project by participating in this study! Otherwise, please forward this email to a 

financial officer or controller of your firm: 

Answering this survey will take you about 15 minutes. The gathered data will be handled 

confidentially; it will not be possible to identify organizations or individuals. There are no 

right or wrong answers; we are interested in understanding how different firms operate, 

without any judgment. 

For further information or if you should have difficulties with any part of the questionnaire 

and need assistance, do not hesitate to contact us – the details are below. 

Timur Pasch* | Prof. Dr. Frank H.M. Verbeeten*| Prof. Dr. Paula van Veen-Dirks** 

*Utrecht School of Economics+49 201 1226151; +31 30 2538360 | t.pasch@uu.nl; f.h.m.verbeeten@uva.nl 

**Faculty of Economics and Business | University of Groningen +31 50 36 33673 | p.van.veen-dirks@rug.nl 
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Introductory letter for the second survey (German) 

 

Umfrage Controlling & Marketing 
 

  

  

Sehr geehrter Herr Pasch,  
 
die Ihnen vorliegende Umfrage ist Teil eines Forschungsprojekts in mehreren europäischen 
Ländern. Das Ziel ist, ein besseres Verständnis darüber zu gewinnen, wie Marketing- und 
Controlling-Funktionen in unterschiedlichen Unternehmen aufgestellt sind. Vor dem 
Hintergrund der steigenden Wettbewerbsintensität bieten eine optimale Aufstellung im 
Bereich Marketing und Controlling sowie das Zusammenspiel der beiden Funktionen echte 
Wettbewerbsvorteile. Die Teilnahme an dieser Umfrage wird Ihnen zeigen, wo Ihr 
Unternehmen steht. Nach Abschluss der Studie erhalten Sie Ihr persönliches Benchmark zu 
anderen Unternehmen. 
Wenn Sie als Controller oder in einer vergleichbaren Position arbeiten, unterstützen Sie bitte 
unser Forschungsprojekt und nehmen Sie an dieser Umfrage Teil. Andernfalls leiten Sie bitte 
diese Anfrage an einen Ansprechpartner im Bereich Controlling weiter. 
Die Beantwortung dauert ungefähr 15 Minuten. Die Daten werden vertraulich behandelt und 
Ergebnisse werden stets aggregiert dargestellt. Rückschlüsse auf einzelne Unterhemen sind 
dadurch nicht möglich. Auch gibt es keine richtigen oder falschen Antworten, es findet auch 
keine Beurteilung Ihrer Antworten statt. 
Bei Fragen rufen Sie uns einfach an. 
Mit freundlichen Grüßen 
Timur Pasch* | Prof. Dr. Frank H.M. Verbeeten*| Prof. Dr. Paula van Veen-Dirks** 
*Lehrstuhl für Rechnungswesen | Utrecht School of Economics, Niederlande    
+49 201 1226151; +31 30 2538360 | t.pasch@uu.nl; f.h.m.verbeeten@uva.nl 
**Faculty of Economics and Business | University of Groningen, Niederlande  
+31 50 36 33673 | p.van.veen-dirks@rug.nl 
Bitte beachten Sie: Wenn Sie keine weiteren E-Mails von uns erhalten möchten, klicken Sie bitte auf den unten 
stehenden Link, und Sie werden automatisch aus unserer Adressenliste entfernt.  

  

 

  Umfrage starten  

 

  

  

  Bitte leiten Sie diese E-Mail nicht weiter, da der Umfragelink nur für Sie bestimmt ist.  
Von dieser Liste abmelden. 

  

  

Powered by 
 

 

 

  

mailto:f.h.m.verbeeten@uva.nl
mailto:p.van.veen-dirks@rug.nl
https://surveymonkey.com/tr/v1/te/EBm8NG6_2F87hiSdHa91RWVM5_2B9Euf2wZc176Buc7d70m_2B7MBkNr7EBAyqIsRl9jiPTOqTpHp73f3gzW_2BT4uYDfRd0AxbdVWUg3fpsqoj5iIVyWaHXSEyiOooTtxBJ43NjigITAQzW_2Bt8EgPEQWL6OBohY3St9MkDDgafduFBq_2BpzHRRsWd84tueOunq4aEeiOQEcHROirEnUbi_2B6c5_2BTeVg_3D_3D
https://surveymonkey.com/tr/v1/te/EBm8NG6_2F87hiSdHa91RWVM5_2B9Euf2wZc176Buc7d70kpq5QN018oIkThnn_2Brc_2FR0Eme1w5YCl9l9tXsM38vnKx_2BwaNDVPWC5KEyVraFi6X9OYRJM5EECYRvCGjFuATTaER0AeIiwnCnohsje3qH5TT6DhFrASFz3_2BF1lnddjSiepj4UGxUD9A4FVi69M0VqyKV7eF9IgwjF2SxXVJtApEJXIMrw2_2Fh7mRgI2agbw7Fk_3D
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Second survey instrument (English) 

 
 

  

 
    

 

  
 

    
1. Finance and accounting capabilities 

The first set of questions relate to the ability of the support function in your firm to deliver 
on the following tasks related to accounting. 

To what extent are 

employees is your 

firm capable of 

providing insights in 

the costs for the 

following areas? 

Please refer to all 

costs of the firm, such 

as production, 

administration, 

selling and so on. 

  

not at all     -     
to a very 

large 
extent 

Don’t 
Know 

Evaluating costs by 
customer* 

  □ □ □ □ □ □ □ □ 

Monitoring costs by 
product* 

  □ □ □ □ □ □ □ □ 

Calculating life cycle 
costs of 
products/services 

  

□ □ □ □ □ □ □ □ 

Measuring costs by 
region* 

  □ □ □ □ □ □ □ □ 

Evaluating costs by 
function or department 
in the firm* 

  

□ □ □ □ □ □ □ □ 

Monitoring costs in the 
supply chain 

  □ □ □ □ □ □ □ □ 

How well is your firm 

able to perform the 

following activities? 

  
not at all     -     

to a very 
large 
extent 

Don’t 
Know 

Calculating product 
profitability 

  □ □ □ □ □ □ □ □ 

Analysing sales 
channel profitability 

  □ □ □ □ □ □ □ □ 

Analysing regional 
profitability 

  □ □ □ □ □ □ □ □ 
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Monitoring customer 
profitability 

  □ □ □ □ □ □ □ □ 

Providing insights in 
customer lifetime value 

  □ □ □ □ □ □ □ □ 

Valuation of customers 
as long-term assets to 
the firm 

  

□ □ □ □ □ □ □ □ 

How well is your firm 

able to perform the 

following activities? 

  
not at all     -     

to a very 
large 
extent 

Don’t 
Know 

Gain insights in 
operational efficiency 

  □ □ □ □ □ □ □ □ 

Monitor employee 
satisfaction data 

  □ □ □ □ □ □ □ □ 

Use innovation 
performance measures 
while developing 
products/services 

  

□ □ □ □ □ □ □ □ 

Use customer 
satisfaction measures 

  □ □ □ □ □ □ □ □ 

                    

2. Marketing capabilities 

The second set of questions relate to the ability of the support function in your firm to 
deliver on the following tasks related to marketing. 

Compared to the 

major competitors of 

your firm, how well 

do you think is your 

firm in the following 

areas of marketing? 

  

much worse     -     
much 
better 

Don’t 
Know 

Using pricing skills 
and systems to respond 
quickly to market 
changes 

  

□ □ □ □ □ □ □ □ 

Knowledge of 
competitors' pricing 
tactics  

  

□ □ □ □ □ □ □ □ 

Monitoring 
competitors' prices 

  □ □ □ □ □ □ □ □ 

Ability to develop new 
products/services 

  □ □ □ □ □ □ □ □ 
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Developing new 
products/services to 
exploit R&D 
investment 

  

□ □ □ □ □ □ □ □ 

Successfully launching 
new products/services 

  □ □ □ □ □ □ □ □ 

Having strong 
relationships with 
distributors* 

  

□ □ □ □ □ □ □ □ 

Adding value to 
distributors' businesses 

  □ □ □ □ □ □ □ □ 

Providing high levels 
of service support to 
distributors 

  

□ □ □ □ □ □ □ □ 

Executing advertising 
programs* 

  □ □ □ □ □ □ □ □ 

Advertising 
management 

  □ □ □ □ □ □ □ □ 

Public relations skills   □ □ □ □ □ □ □ □ 
Using customer 
insights to identify 
valuable brand 
positioning 

  

□ □ □ □ □ □ □ □ 

Maintaining a positive 
brand image relative to 
competitors 

  

□ □ □ □ □ □ □ □ 

Achieving high levels 
of brand awareness in 
the market 

  

□ □ □ □ □ □ □ □ 

                    

3. Contextual variables 

The third set of questions is needed to understand firm’s environment, strategy and structure.  

To what degree does 

the competitive 

strategy of your 

firm emphasize the 

following goals? 

  

strongly 
disagree 

    -     
strongly 

agree 
Don’t 
Know 

Building up premium 
product or brand image 

  □ □ □ □ □ □ □ □ 

Offering highly 
differentiated or 
innovative products 

  

□ □ □ □ □ □ □ □ 
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Obtaining high prices   □ □ □ □ □ □ □ □ 
Creating superior 
customer value by 
knowledge of 
customers’ preferences 
and customized 
products 

  

□ □ □ □ □ □ □ □ 

Standardization of 
products and services 
with few variants and 
ancillary services 

  

□ □ □ □ □ □ □ □ 

Standardization of 
processes in production 
and sales 

  

□ □ □ □ □ □ □ □ 

Using economies of 
scale in purchasing 
volumes 

  

□ □ □ □ □ □ □ □ 

Cost efficiency in 
overhead functions and 
general administration 

  

□ □ □ □ □ □ □ □ 

                    

How intense was each 

of the following types 

of competition in your 

industry for the past 

three years? 

  

negligible     -     
extremely 

intense 
Don’t 
Know 

Competition in selling 
and distribution* 

  □ □ □ □ □ □ □ □ 

Competition for quality 
and variety of 
products/services 

  

□ □ □ □ □ □ □ □ 

Price competition    □ □ □ □ □ □ □ □ 
Competition to get new 
customers 

  □ □ □ □ □ □ □ □ 

Competition to keep 
existing customers 

  □ □ □ □ □ □ □ □ 

Risk of new 
competitors entering 
the market 

  

□ □ □ □ □ □ □ □ 

Competition to gain 
market share* 

  □ □ □ □ □ □ □ □ 
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Please estimate the 
number of competitors 
in the industry (do not 
count your firm) 

  

  

there are no 
real 

competitors  

□ 

1 to 2 

□ 

3 to 5 

□ 

above 
5 

□ 

Don’t 
know 

□     

      If "no competitors", skip next section       

Please evaluate the 

performance of your 

firm over the past 

year relative to your 

major competitors. 

  

much worse     -     
much 
better 

Don’t 
Know 

Market share growth   □ □ □ □ □ □ □ □ 
Acquiring new 
customers 

  □ □ □ □ □ □ □ □ 

Increasing sales to 
current customers 

  □ □ □ □ □ □ □ □ 

Growth in sales 
revenue 

  □ □ □ □ □ □ □ □ 

Return on investment 
(ROI) 

  □ □ □ □ □ □ □ □ 

Return on sales (ROS)   □ □ □ □ □ □ □ □ 
Reaching financial 
goals 

  □ □ □ □ □ □ □ □ 

                    

To what extent are 

the activities in the 

marketing and 

accounting 

departments in your 

firm coordinated 

through the 

following? 

  

very low 
extent 

    -     
very high 

extent 
Don’t 
Know 

Task forces or 
committees set up to 
facilitate collaboration 
between marketing and 
accounting 
departments 

  

□ □ □ □ □ □ □ □ 

Cross-functional teams 
that include both 
marketing and 
accounting personnel 

  

□ □ □ □ □ □ □ □ 
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To what extent do 

you agree with the 

following statements 

regarding the 

cooperation between 

the marketing 

department and the 

accounting 

department in your 

firm? Marketing and 

accounting… 

  

strongly 
disagree 

    -     
strongly 

agree 
Don’t 
Know 

...collaborate 
frictionless 

  □ □ □ □ □ □ □ □ 

…coordinate their 
activities* 

  □ □ □ □ □ □ □ □ 

…have few problems 
in their cooperation 

  □ □ □ □ □ □ □ □ 

                    

To which degree do 

you agree with the 

following statements 

regarding the 

potential customers of 

your firm? 

  

strongly 
disagree 

    -     
strongly 

agree 
Don’t 
Know 

The potential size of 
our main market in 
Euro is very large* 

  

□ □ □ □ □ □ □ □ 

The growth 
opportunities that exist 
within the industry in 
which we compete are 
very high 

  

□ □ □ □ □ □ □ □ 

Please indicate the 

predictability of the 

environment in which 

your firm operates. 

  

very 
unpredictable 

    -     
very 

predictable 
Don’t 
Know 

Predictability of 
market activities of 
competitors 

  

□ □ □ □ □ □ □ □ 

Predictability of 
customer demands, 
tastes, and preferences 

  

□ □ □ □ □ □ □ □ 

Predictability of 
suppliers’ actions 

  □ □ □ □ □ □ □ □ 
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Predictability of 
production 
technologies and 
development of new 
knowledge 

  

□ □ □ □ □ □ □ □ 

Predictability of 
development of new 
products/services in the 
industry 

  

□ □ □ □ □ □ □ □ 

4. General information 

Finally, please provide some general information about your firm, as well as your position in 
the firm. This data will be used only for statistical purposes. All answers will be treated 
absolutely confidential. 

In which department 
do you mainly work in 
your firm 

    

marketing 

□ 

accounting, 
controlling 

□ 

other, 
please 
specify 

□ 

        

How many years do 
you work in your 
current department 

                  

Enter your email 
address if you want to 
receive summary of the 
survey 

                  

What is your firm's 
name 
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Second survey instrument (German) 

 

1. Fähigkeiten des Unternehmens im Bereich Controlling 

In diesem Teil der Umfrage geht es um die Fähigkeiten des Unternehmens im Bereich 

Controlling. 

Inwieweit sind Mitarbeiter in Ihrem 

Unternehmen in der Lage, Analysen zu 

folgenden Kostenstrukturen im eigenen 

Unternehmen zu erstellen? Denken Sie 

bitte dabei an alle Arten von Kosten: 

Produktion, Administration, Vertrieb und 

andere. 

Überhaupt 
nicht in 

der Lage 
    -     

Sehr 
gut 
in 
der 
Lage 

Weiß 
nicht 

Auswertung der Kosten nach Kunden □ □ □ □ □ □ □ □ 

Produktkostenanalyse □ □ □ □ □ □ □ □ 

Berechnung der Produktlebenszyklus-Kosten □ □ □ □ □ □ □ □ 

Regionale Kostenanalyse □ □ □ □ □ □ □ □ 

Kosten der einzelnen Funktionsbereiche oder 
Abteilungen 

□ □ □ □ □ □ □ □ 

Entstehung der Kosten in der Lieferkette □ □ □ □ □ □ □ □ 

Beurteilen Sie bitte die grundsätzlichen 

Fähigkeiten der Mitarbeiter in Ihrem 

Unternehmen in folgenden Bereichen? 

Sehr 
schwach 

    -     
Sehr 
stark 

Weiß 
nicht 

Berechnung der Rentabilität der Produkte □ □ □ □ □ □ □ □ 

Berechnung der Rentabilität der 
Vertriebskanäle 

□ □ □ □ □ □ □ □ 

Auswertung von Rentabilität pro Region □ □ □ □ □ □ □ □ 

Berechnung von Kundenrentabilität □ □ □ □ □ □ □ □ 

Aussagen zu "Customer Lifetime Value" der 
Kunden 

□ □ □ □ □ □ □ □ 

Kundenwertanalysen □ □ □ □ □ □ □ □ 

Verständnis der Effizienztreiber im Betrieb □ □ □ □ □ □ □ □ 

Ermittlung der Mitarbeiterzufriedenheit □ □ □ □ □ □ □ □ 

Verwendung von Kennzahlen zur Steuerung 
der Produktentwicklung 

□ □ □ □ □ □ □ □ 

Messung der Kundenzufriedenheit □ □ □ □ □ □ □ □ 
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2. Fähigkeiten des Unternehmens im Bereich Marketing 

In diesem Teil der Umfrage geht es um die Fähigkeiten des Unternehmens im Bereich 

Marketing. 

Wie würden Sie die Kompetenzen der 

Mitarbeiter in Ihrem Unternehmen im 

Vergleich zu Ihren engsten Konkurrenten 

in folgenden Bereichen des Marketings 

beurteilen? 

Viel 
schlechter 

    -     
Viel 

besser 
Weiß 
nicht 

Einsatz von Preisvergleichssystemen, um auf 
Marktveränderungen rasch zu reagieren 

□ □ □ □ □ □ □ □ 

Kenntnis von Preisstrategien von 
Konkurrenten 

□ □ □ □ □ □ □ □ 

Beobachten von Wettbewerbspreisen □ □ □ □ □ □ □ □ 

Fähigkeit zur Entwicklung neuer Produkte □ □ □ □ □ □ □ □ 

Ergebnisse aus eigener Forschung und 
Entwicklung in neue Produkte umsetzen 

□ □ □ □ □ □ □ □ 

Erfolgreiche Vermarktung von neuen 
Produkten 

□ □ □ □ □ □ □ □ 

Starke Beziehungen zu Distributoren □ □ □ □ □ □ □ □ 

Mehrwert für unsere Vertriebsgesellschaften 
schaffen 

□ □ □ □ □ □ □ □ 

Bereitstellen von erstklassigen 
unterstützenden Funktionen für die 
Vertriebsgesellschaften 

□ □ □ □ □ □ □ □ 

Umsetzung von Werbekampagnen □ □ □ □ □ □ □ □ 

Werbemanagement □ □ □ □ □ □ □ □ 

Fähigkeiten in der Öffentlichkeitsarbeit □ □ □ □ □ □ □ □ 

Nutzung von Erkenntnissen über 
Kundenbedürfnisse, um eine wertvolle 
Markenpositionierung zu bestimmen 

□ □ □ □ □ □ □ □ 

Pflege eines positiven Markenimages □ □ □ □ □ □ □ □ 

Hohe Markenbekanntheit □ □ □ □ □ □ □ □ 
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3. Fragen zum Kontext 

In diesem Teil der Umfrage werden Fragen zum Umfeld des Unternehmens, zur Strategie und 

zur Struktur gestellt. 

Inwieweit sind folgende Ziele Bestandteil 

der Wettbewerbsstrategie Ihres 

Unternehmens? 

Überhaupt 
nicht 

  

  -   
Zu einem 

sehr hohen 
Anteil 

Weiß 
nicht 

Aufbau einer starken Marke □ □ □ □ □ □ □ □ 

Angebot von zahlreichen 
Produktmodifikationen oder innovativen 
Produkten 

□ □ □ □ □ □ □ □ 

Hohes Preisniveau der Produkte □ □ □ □ □ □ □ □ 

Schaffung eines überragenden 
Kundennutzens 

□ □ □ □ □ □ □ □ 

Standardisierung und Konzentration auf 
wenige Standardprodukte und wenige 
Nebenleistungen 

□ □ □ □ □ □ □ □ 

Standardisierung der Produktions- und 
Vertriebsprozesse  

□ □ □ □ □ □ □ □ 

Erzielung von Größenvorteilen beim 
Einkauf 

□ □ □ □ □ □ □ □ 

Verwaltungskosten senken □ □ □ □ □ □ □ □ 

                  

Wie würden Sie die 

Wettbewerbsintensität in Ihrer 

Industrie in den letzten drei Jahren in 

Bezug auf Folgendes beurteilen? 

Absolut 
vernach-
lässigbar 

  

  -  Extrem intensiv 
Weiß 
nicht 

Wettbewerb im Vertrieb □ □ □ □ □ □ □ □ 

Wettbewerb um Qualität und Vielfalt der 
Produkte 

□ □ □ □ □ □ □ □ 

Preiswettbewerb □ □ □ □ □ □ □ □ 

Wettbewerb um neue Kunden □ □ □ □ □ □ □ □ 

Wettbewerb um Bestandskunden □ □ □ □ □ □ □ □ 

Risiko des Eintritts neuer Wettbewerber in 
den Markt 

□ □ □ □ □ □ □ □ 

Wettbewerb um Marktanteile □ □ □ □ □ □ □ □ 
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Wie hoch würden Sie die Anzahl der 
Wettbewerber in Ihrer Industrie schätzen 
(Ihr Unternehmen nicht mitgezählt) 

  

Es gibt 
keine 
echten 
Wett-

bewerber  
□ 

1 
bis 
2 
□ 

3 
bis 
5 
□ 

Mehr 
als 5 

□ 

Weiß 
nicht 

□     

    Wenn „keine Wettbewerber“, überspringe 59-
65 

   

Bitte bewerten Sie die Leistung Ihres 

Unternehmens im Vergleich zu den 

engsten Konkurrenten im letzten Jahr. 

Viel  
schlechter 

  

  -   
 Viel  

besser 
Weiß 
nicht 

Steigerung des Marktanteils □ □ □ □ □ □ □ □ 

Neukundengewinnung □ □ □ □ □ □ □ □ 

Steigerung der Nachfrage seitens der 
bestehenden Kunden 

□ □ □ □ □ □ □ □ 

Umsatzwachstum □ □ □ □ □ □ □ □ 

Kapitalrendite (RoI) □ □ □ □ □ □ □ □ 

Umsatzrendite (RoS) □ □ □ □ □ □ □ □ 

Erreichung der gesetzten finanziellen Ziele  □ □ □ □ □ □ □ □ 

                  

Inwieweit werden Marketing- und 

Controlling-Aktivitäten in Ihrem 

Unternehmen durch folgende 

Mechanismen koordiniert? 

Überhaupt 
nicht 

  

  - 

 Zu einem sehr 
hohen 

 Anteil 

Weiß 
nicht 

Arbeitsgruppen zum Zweck der 
Koordination zwischen Marketing- und 
Controlling-Abteilungen 

□ □ □ □ □ □ □ □ 

Teams mit Vertretern sowohl aus 
Marketing- als auch aus Controlling-
Abteilungen 

□ □ □ □ □ □ □ □ 

Inwieweit stimmen Sie folgenden 

Aussagen über die Art der 

Zusammenarbeit zwischen Marketing- 

und Controlling-Abteilungen zu? 

Marketing- und Controlling-

Abteilungen… 

Stimme 
überhaupt nicht 
zu 

- 
 Stimme 

vollständig zu 
Weiß 
nicht 

...kooperieren reibungsfrei □ □ □ □ □ □ □ □ 
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...stimmen ihre Aktivitäten untereinander 
ab 

□ □ □ □ □ □ □ □ 

Bei der Zusammenarbeit zwischen 
Marketing- und Controlling-Abteilungen 
gibt es kaum Probleme 

□ □ □ □ □ □ □ □ 

                  

Inwieweit stimmen Sie folgenden 

Aussagen über das Potential des 

Marktes zu, in dem Ihr Unternehmen 

hauptsächlich aktiv ist? 

Stimme 
überhaupt 
nicht zu 

  

  - 
Stimme 

vollständig zu 
Weiß 
nicht 

Das Marktpotential ist sehr hoch □ □ □ □ □ □ □ □ 

In unserer Industrie sind die 
Wachstumsperspektiven sehr hoch □ □ □ □ □ □ □ □ 

Wie gut sind nach Ihrer Meinung 

folgende Außenfaktoren in Ihrer 

Branche vorhersehbar? Betrachten Sie 

etwas als gut vorhersehbar, wenn es mit 

ausreichend guter Genauigkeit geplant 

oder prognostiziert werden kann. 

Absolut 
unvorhersehbar 

- 
Absolut 

vorhersehbar 
Weiß 
nicht 

Aktionen der Wettbewerber □ □ □ □ □ □ □ □ 

Kundenpräferenzen und Trends □ □ □ □ □ □ □ □ 

Verhalten der Zulieferer □ □ □ □ □ □ □ □ 

Veränderung der Produktionstechnologie 
und technologischer Fortschritt 

□ □ □ □ □ □ □ □ 

Entwicklung neuer Produkte und 
Produkteigenschaften in der Branche 

□ □ □ □ □ □ □ □ 
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4. Abschlussfragen 

Zum Schluss brauchen wir noch einige Angaben für die statistische Auswertung. Die Daten 

werden absolut vertraulich behandelt. Rückschlüsse auf Ihre Position im Unternehmen oder auf 

Ihre Person sind ausgeschlossen. 

In welcher Abteilung arbeiten Sie? 

  

Marketing 
□ 

Controlling, 
Rechnungswesen 

□ 

Anderer 
Bereich 
(geben 
Sie an, 

welcher) 
□ 

Wie lange arbeiten Sie schon in dieser 
Abteilung? 

    

 

In Jahren 

    

Falls Sie eine Zusammenfassung der 
Ergebnisse erhalten wollen, geben sie bitte 
Ihre Email-Adresse an 

   

  

    

Wie heißt Ihr Unternehmen? 
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