
1. Introduction 

Over the last three decades a number of innovative management accounting (MA) 

techniques have been developed across a range of industries. Management 

accounting literature suggests that the ‘new’ techniques have affected the whole 

process of MA (planning, controlling, decision-making, and communication) and 

have shifted its focus from a ‘simple’ or ‘naive’ role of cost determination and 

financial control (CDFC), to a ‘sophisticated’ role of creating value through 

improved deployment of resources (Abdel-Kader and Luther, 2008). 

The contingency theory literature indicates that factors such as technology and 

environment affect the design and functioning of organizations (Covaleski et al., 

1996). Its central theme is that there is no unique best structure to all organizations 

under all circumstances; instead each organizational structure is a response to a set of 

contingencies. The literature shows that important characteristics (contingencies) 

affecting organizational structure include size, environmental uncertainty, production 

technology, corporate strategy and market environment (Otley, 1995; Covaleski et 

al., 1996; Mitchell, 2002; Abdel-Kader and Luther, 2008). 

Recently, Chenhall (2008) recognized management accounting innovations as 

strategic management accounting (SMA) “to connect the strategies to value chain and 

link activities across the organization that relates to cost objects” (p. 525). The last 

few years have seen a growing interest in strategic management accounting (SMA) 

(Guilding et al. 2000) Despite the considerable discourse on strategic management 

accounting occurring since the early 1980s (e.g., Bromwich, 1990; Guilding et al., 

2000; Roslender and Hart, 2003) very little has been achieved in terms of empirical 

enquiry designed to further our appreciation of the nature and context of SMA 

application. The paradox of high SMA interest yet minimal empirical enquiry 



provided the broad motivation for the study reported here in. According to Cadez and 

Guilding, (2008) further research that develops and tests hypotheses concerning 

factors relating to SMA adoption is to be encouraged as we are little beyond a 

preliminary stage in the process of developing a robust theory of the context and 

impact of SMA. 

Chenhall (2003) reports that there is a need for more research into service 

organizations about management accounting system design and contextual variables, 

as these entities become increasingly important within most economies. Potter and 

Schmidgall (1999) assume that little innovation has occurred in hospitality 

management accounting tools and there are many issues that deserve research 

attention. However, in recent years, important empirical research in management 

accounting for hotels and tourism has been published (Pavlatos and Paggios, 2009a; 

2000b; 2009; Harris and Mongiello, 2006). 

The purpose of this study is to examine the extent to which potential factors affect 

the use of strategic management accounting techniques. I focus on the firm 

characteristics and on the characteristics of the organization’s Chief Financial Officer 

(CFO) to explain the use of SMA in a service context. This paper provides the first 

empirical evidence of the relation between SMA and contingent factors in hotels. 

The remainder of the paper is organized as follows. The next section briefly sets 

out the review of the literature. The research hypotheses are presented in Section 3. 

Section 4 analyzes the research methodology. The fifth section presents the survey 

results. Conclusions, limitations and implications for future research are presented in 

the final section. 

 

 



2 Literature review 

While the recent past has seen increased interest in strategic management accounting 

(SMA) the area is still under defined and no universally accepted SMA framework 

exists. A review of the literature suggests two perspectives on SMA can be taken. 

Firstly, SMA can be can be conceived of as comprising a set of strategically oriented 

accounting techniques. Secondly, SMA can be viewed as concerned with the 

involvement of accountants in corporate strategic decision-making processes (Cadez 

and Guilding, 2008). 

Guilding et al. (2000) provided an original distillation of SMA techniques and 

also criteria for viewing a particular accounting technique as ‘‘strategic”. Guilding et 

al. (2000) drew 12 SMA techniques from the literature. In a subsequent work, 

Cravens and Guilding (2001) added another three techniques. Drawing extensively 

on these works, 16 SMA techniques have been identified for analysis in this study. 

These techniques have been classified into five broad categories. Three of the 

categories correspond to underlying themes of management accounting 

acknowledged in many management accounting texts: (1) costing, (2) planning, 

control and performance measurement, and (3) decision-making. The remaining two 

categories have been labelled ‘‘competitor focused accounting (CFA)” and 

‘‘customer accounting” (see Cadez and Guilding, 2008 for a review).  

Chenhall (2003) has provided an overview of contingency-based studies of 

management accounting. The key concept in contingency-based research has been 

that of fit, whereby contextual factors and aspects of an accounting system must 

somehow fit together for an organization to be effective (Al-Omiri and Drury, 2007). 

Drazin and Van deVen (1985) identify three forms of fit relating to structural 

contingency theory—the selection, interaction and systems approaches (see Chenhall 



and Chapman 2006 for a review). According to Al-Omiri and Drury (2007), the 

former examines the relationship between contextual factors and organization 

structure without examining whether this context-structure relationship affects 

performance. In contrast, the interaction approach seeks to explain variations in 

organizational performance from the interaction of organizational structure and 

context. Thus, only certain designs are expected to give high performance in a given 

context, while different approaches are expected to give lower performance. Given 

that organizations are assumed to have varying degrees of fit the task of the 

researcher is to show that a higher degree of fit between context and structure is 

associated with higher performance.  

According to Cadez and Guilding (2008) there is little in the way of prior 

empirical observations upon which to build a contingency theory of SMA.  

Guilding (1999) examined the frequency and perceived helpfulness of competitor-

focused accounting (CFA) practices. CFA usage has been found to be higher than 

what might have been reasonably anticipated. Three factors have been found to play 

statistically significant contingent roles in connection with CFA usage and perceived 

helpfulness: company size, competitive strategy and strategic mission. Little evidence 

of any systematic relationship between industry type and CFA has been found. 

Furthermore, Cadez and Guilding (2008) examined the effect of strategic choices, 

market orientation, and company size on two distinct dimensions of SMA and, in 

turn, the mediating effect of SMA on company performance. A model was advanced 

and tested using structural equation modelling and data collected from a sample of 

193 large Slovenian companies. The study’s findings support contingency theory’s 

tenet of no universally appropriate SMA system, with factors such as company size 

and strategy having a significant bearing on the successful application of SMA.  



Studies in management accounting applied in the lodging industry have been 

conducted both in tourism management, as well as accounting. They cover various 

aspects of tourism industry. Apparently, however, most of the studies have focused 

on hotels (Harris and Brown, 1998). Aforementioned research covers the whole field 

of cost and management accounting. Evidence about management accounting in 

tourism enterprises and especially in hotels is rather limited (Pellinen, 2003). 

However, there is an active interest in financial hospitality management and 

particularly in management accounting practices of hotels (e.g. Pavlatos and Paggios, 

2009a; 2000b; Anderson and Guilding, 2006). 

Pavlatos and Paggios (2009b) examined the level of adoption and the benefits 

derived from traditional and contemporary management accounting practices in the 

Greek hospitality industry. They found that strategic management accounting tools 

have a less adoption rate from the other management accounting techniques. 

However, industry analysis and analysis of competitors’ strengths and weaknesses 

used more than the recently developed strategic management accounting practices 

(e.g. analysis of competitive position). These practices reflect the increased 

competitive and regulatory pressures faced by organizations. The widespread 

adoption of strategic management accounting is consistent with the open and 

relatively homogeneous nature of the hotel industry and the high degree of 

competitiveness among the hotel groups in the market. These findings do not oppose 

those of the Collier and Gregory (1995) survey which concluded that strategic 

management accounting is being increasingly used in UK hotel groups.  

Moreover, Anderson and Guilding (2006) explore the nature and potential of 

competitor-focused accounting practice (CFA) in a large hotel. They found that the 

levels of CFA formalized application appear limited, especially when compared with 



a widely held managerial perception that significant benefits could derive from 

applying CFA. The CFA practices noted were conducted in an unstructured and ad 

hoc manner. The main generic use of CFA is in connection with sensitising staff with 

respect to competitors’ strengths and also strategy development. The hotel shared 

occupancy level information with competing hotels. 

This study examines the impact of those contingencies have not yet been studied. 

Contingent factors, such “Quality of IS information” and “Organizational life cycle 

stage” on strategic management accounting practices have not been previously 

studied and this is the reason why they have been included in this study. Moreover, 

this paper focuses on the characteristics of the organization’s Chief Financial Officer 

(CFO) to explain the scope of use of the SMA which have not also yet been studied.  

 

3. Ηypotheses development 

3.1. Chief Financial Officer characteristics (CFO) 

Studies that discuss the role of financial managers (CFOs, controllers, management 

accountants) in organizations generally argue that financial managers are, to some 

extent, reluctant to take a proactive role in managing the organization and prefer to 

see their own role as that of a relatively independent ‘watchdog’ (Naranjo-Gil et. al., 

2009). The literature proposes that demographic variables provide good proxies for 

underlying cognitive and affective characteristics that determine managers’ decision 

making and are therefore predictive of organizational outcomes (Naranjo-Gil et. al., 

2009; Finkelstein and Hambrick, 1996). In addition, Naranjo-Gil and Hartmann 

(2006, 2007) show that top management team characteristics are related to the design 

and use of MAS. 

Concerning age, several studies have examined the relationship between 

managers’ age and innovativeness and generally observe a negative relationship (e.g. 



Young et al., 2001). This is commonly attributed to the negative association between 

age and dynamic lifestyle, and age’s declining effect on cognitive capabilities and 

energy levels (Naranjo-Gil et. al., 2009; Finkelstein and Hambrick, 1996). Older 

managers are less able to evaluate new ideas quickly and to integrate them effectively 

in decision making. As age increases, flexibility decreases and rigidity and resistance 

to change increase (Wiersema and Bantel, 1992; Naranjo-Gil et. al., 2009). 

Concerning MAS, older CFOs will have had more traditional accounting education, 

and will have spent most of their career in a traditional function in which professional 

independence and bookkeeping were key performance variables (Granlund and 

Lukka, 1998; Naranjo-Gil et. al., 2009). Younger CFOs on the other hand, will have 

entered the profession more recently, and therefore have a greater chance of being 

familiar with contemporary MAS environments during their education (Naranjo-Gil 

et. al., 2009). 

Many studies that have found a negative effect of manager age on MCS have also 

found a negative effect of managers’ tenure in the organization (Naranjo-Gil et. al., 

2009; Young et al., 2001). Thus, managers who have spent a substantial part of their 

career in organizations are likely to have developed a power basis, social networks 

and work routines that they do not want to put at risk, even if they believed that 

innovation and change would be in the interest of the organization (Naranjo-Gil et. 

al., 2009; Young et al., 2001). 

Concerning educational background, literature suggests that the educational 

background of managers affects their decision processes (Wiersema and Bantel, 1992; 

Finkelstein and Hambrick, 1996; Naranjo-Gil et. al., 2009). Moreover, Emsley et al. 

(2006) found that management accountants’ professional development is associated 

with the degree to which they initiate accounting innovations. Furthermore, Davila 



(2005) and Graham and Harvey (2001) report that the educational level of the CEO 

has been positively related with the use of formal management accounting systems. 

 

Reflecting the discussion above, I test the following hypotheses: 

 

H1a: There is a negative association between the CFO age and the use of strategic 

management accounting techniques.  

 

H1b: There is a negative association between the CFO tenure and the use of strategic 

management accounting techniques.  

 

H1c: There is a positive association between the CFO relatively business-oriented 

educational background and the use of strategic management accounting techniques.  

 

3.2. Quality of IS information 

Quality of IS information refers to the reliability, relevance, accuracy, precision and 

completeness of IS information (Dunk, 2004; Nicolaou et al., 1995; Teng et al., 

1995; Wang and Strong, 1996). According to Typanski (1999) information is central 

to many organizational processes, crucial for effective decision making, and is 

increasingly important for competitive success. A frequently held view is that the 

value relevance of information is based in part on the contribution it makes to 

decision processes relating to the products organizations deliver (Dunk, 2004; Naveh 

and Halevy, 2000). Mores and Yuen (2001) report that as decision making in firms 

becomes more sophisticated, organizations will become more reliant on information. 



According to Dunk (2004) information systems represent organizational applications 

that are increasingly IT-based and quality of IS information is considered here in this 

context. Although information systems are an aid to organizational control and 

decision making, firms indicate that they need to shift their attention from systems to 

the nature of the information being generated (Teng et al., 1995; Dunk, 2004). 

Literature suggests that firms rely on their IS to facilitate the provision of high 

quality information necessary for organizational functioning (Naveh and Halevy, 

2000). Such developments therefore place a greater focus on quality of IS 

information (Dunk, 2004).  

Quality of IS information is expected to contribute to the extent to which strategic 

management accounting is used by firms. Higher information quality has been cited 

as a factor underpinning improved productivity and performance across organizations 

(Raghunathan, 1999). As information quality is a necessary basis for facilitating 

improved decision processes (Dunk, 2004; Naveh and Halevy, 2000) greater quality 

of IS information should facilitate strategic management accounting taking place. 

Nicolaou et al. (1995) and Dunk (2004) argued that improvements in information 

quality increase the usefulness of decision systems and the use of management 

accountings techniques (e.g. product life cycle cost analysis). Consequently, the 

attributes comprising quality of IS information should contribute significantly to that 

purpose.  

 

Therefore, the following hypothesis is tested: 

H2: There is a positive association between the quality of IS information and the use 

of strategic management accounting techniques.  

 



3.3. Organizational life cycle stage 

Firm’s life cycle stage is a contingency to which organizational responses have to be 

matched (e.g. Miller and Friesen, 1984). This implies that the use of management 

accounting systems differs across the stages of organizational life cycle as different 

systems are needed in different stages (Kallunki and Silvola, 2008). Miller and 

Friesen (1984) report that firms in the maturity phase put significantly more emphasis 

on formal cost controls than do firms in the growth stage. Auzair and Langfield-

Smith (2005) use a self-categorization measure based on the firm’s own assessment 

of its life cycle stage and report that organizational life cycle, among other contingent 

variables, has a significant effect on the design of a firm’s management accounting 

systems. Furthermore, Kallunki and Silvola (2008) found the organizational life cycle 

stage affect the use of innovative management accounting techniques, such as ABC. 

The life cycle literature implies that there are few reasons why the use of 

advanced management accounting systems and techniques is greater among firms in 

the maturity phase than among firms in the growth phase (Miller and Friesen, 1983, 

1984; Kallunki and Silvola, 2008). First, as a result of a more complex, more 

challenging and more competitive business environment, the administrative task of 

mature firms is more complex than that of growth firms (Kallunki and Silvola, 2008). 

This creates a need for a more sophisticated decision-making approach utilizing 

innovative management accounting techniques (Miller and Friesen, 1983; Kallunki 

and Silvola, 2008). Second, maturity firms experience increased diversification in 

their products and markets (Miller and Friesen, 1984). Increased diversification in 

products and markets together with increased competition cause firms in the maturity 

phase to put more emphasis on controlling and understanding factors driving their 

costs as opposed to firms in a growth phase (Kallunki and Silvola, 2008).  



 Third, the life cycle literature suggests that the organizational size of the firms is 

greater in maturity phase than it is in the growth phase. Chenhall and Langfield-

Smith (1998) report that greater organizational size leads to greater complexity of 

tasks, which requires more division of labour. As a result, it becomes more difficult 

to ensure that organizational subunits are acting towards the achievement of a 

common purpose. According to Kallunki and Silvola (2008) more sophisticated 

integrative mechanisms such as information systems are then developed to coordinate 

the activities of subunits. Management accounting innovations are examples of such 

information systems (Chenhall and Langfield-Smith ,1998; Kallunki and Silvola 

(2008). In addition, firms in the maturity stage as result of greater organizational size 

have greater resources to experiment with administrative innovations such as 

innovative management accounting tools (Kallunki and Silvola, 2008). In sum, 

greater organizational size and greater resources can be expected to lead to more 

widespread use of strategic management accounting techniques among firms in the 

maturity stage as opposed to firms in the growth stage. 

 

Therefore, the following hypothesis is tested: 

H3: The use of strategic management accounting techniques is greater among firms 

in maturity phase than among firms in a growth phase. 

 

The research model, depicting the three hypotheses, is outlined in Figure 1. 

 

 

 
Figure 1 

 

 

 
 



4. Research Methodology  

4.1. Sample characteristics and data collection 

In order to test the hypothesized relations among strategic management accounting 

techniques, firm characteristics and CFO characteristics empirical data was collected 

from the Greek hospitality industry. I focused on sizable companies that would be 

likely to have an established management accounting function. The survey instrument 

was sent to 200 large Greek hotels which are included in the ICAP database (Gallup’s 

subsidiary in Greece). The selection criteria used for sampling purposes were the sales 

revenues and the number of employees for year 2008. The collection of data lasted for 

four months, from February to May 2010. The questionnaire, accompanied by a cover 

letter where a brief reference to the scope of the study was made, was addressed to the 

Chief Financial Officers (CFO) of each firm. It should be noted that the questionnaire 

was accompanied also by one glossary that explained the terminology of the strategic 

management accounting tools adopted by Cadez and Guilding (2008) (see appendix).   

Before starting the dissemination of the survey instrument, the questionnaire was 

pilot tested. Interviews were conducted with the Chief Financial Officers of six large 

hotels. The pilot test did not reveal any shortcomings regarding either the content or 

the phrasing of the questions. Several procedures from Dillman (2000) were taken to 

optimize the response rate, such as the promise of strict anonymity, the use of high-

quality printing with handwritten signatures, the use of pre-stamped envelopes and 

separate cards to request the study’s results. A total of 106 firms fully completed and 

returned the questionnaire, yielding a 53% response rate. Companies that did not 

express interest in the research replied that the main reasons for not taking part in the 

survey were the lack of time and the fact that answering questionnaires was not one of 

their top priorities. The questionnaires were answered by Chief financial officers who 



have firm knowledge of the management accounting practices used within their 

companies and have the primary responsibility for product costing, planning and 

control decisions. Table 1 contains descriptive statistics of the respondents. 

Tests for non-response bias were performed to determine (a) whether the 

distribution of the 200 organizations in the response (n = 106) or non-response (n = 

94) categories was independent of available demographic characteristics (sales 

revenues, number of beds, category, geographical area, management status) and (b) 

whether early and late respondents provided significantly different responses. Chi-

square tests indicated no significant differences in the demographic characteristics. 

Hotelling’s T
 2

 statistic also indicated no significant differences in the multivariate 

means of early versus late respondents. 

 

 

4.2. Variable Measurement 

 

The variable “Extent of use of strategic management accounting techniques” was 

measured drawing on the scale by Cadez and Guilding (2008). It was slightly adapted 

to be understandable in the hospitality context based on information from the 

interviews with four managers who specialize in management accounting in hotels. It 

comprises of a six-item seven-point Likert-scaled instrument anchored by (1) ‘to no 

extent’ to (7) ‘to a great extent’, in which respondents were asked to indicate the 

extent of the use of strategic management accounting techniques. 

“CFO characteristics” were measured as demographics, following the Upper 

Echelons tradition (Hambrick and Mason, 1984) and used by Naranjo-Gil et al. 

(2009).  Age (CFO age) and tenure (CFO tenure) refer to the CFO age and tenure in 

the organization, respectively. Regarding educational background (CFO educational 

background), managers were asked to indicate their educational degrees, both regular 



university degrees and postgraduate programs. I translated these into years of 

education in one of two directions: business-oriented (e.g. Business, Economics, 

Accounting, Law) or operations-oriented (e.g. Medicine, Nursing, Biology, 

Chemistry). Then, I created the variable educational background as the ratio of the 

years of business-oriented education to the total number of education years.  

“Quality of IS information” was measured by the Teng et al. (1995) five-item, 

seven point, Likert-scaled, fully-anchored instrument and used by Dunk (2004). 

Respondents were asked to rate their information systems on a scale anchored by (1) 

‘very low’ and (7) ‘very high’, in terms of its accuracy, precision, reliability, 

completeness and relevancy. 

The measurement of “Organizational life cycle stage” was based on the Kazanjian 

and Drazin (1990) self categorization measure, with modifications as the original 

instrument was designed for technology-based ventures; this instrument was used by 

Auzair and Langfield-Smith (2005). The description offered at each stage of the life 

cycle by Kazanjian and Drazin was compared with Quinn and Cameron’s (1983) 

summary of nine life cycle models. Consequently, three stages of organizational life 

cycle were measured: formation, growth and mature stages (Auzair and Langfield-

Smith, 2005). Respondents were asked to select one box only that described their 

stage of development: formation (stage1), growth (stage 2) and maturity (stage 3). As 

only a few hotels self-classified as stage 1 (3 firms), responses for stage 1 and stage 2 

were combined into a single category, namely growth. Thus, only two stages were 

analysed – growth (38 firms) and maturity (68 firms) stages– which now resembles 

the dichotomous distinction used by Dodge et al. (1994) and by Auzair and Langfield-

Smith (2005). Prior studies of life cycle stages have used age and size as measures of 

life cycle (Auzair and Langfield-Smith, 2005) and in the current study these two items 



were used to validate the self-categorisation lifecycle score. An analysis of the data 

indicated significant differences between the age of the organization (F = 2.514, p 

<0.05, one-tailed) and size (annual sales turnover) (F = 2.814, p < 0.10, one-tailed) of 

firms in the two life cycle categories, with growth firms having lower scores than 

mature firms. This provides some confidence for using the self-categorization 

measure. 

 

Table 1 

 

 

 

I included a number of control variables (strategy, size, membership of 

multinational chain and age of the organization). “Strategy” was measured  by 

Govindarajan and Fisher (1990) and used by Abdel-Kader and Luther (2008). 

Respondents were asked to indicate the percentage of their firms’s total sales 

accounted for by products representing use of either cost-leadership or differentiation. 

The overall cost-leadership was assigned a value of -1 and a differentiation strategy 

was assigned a value of +1. Then the percentage breakdown a respondent provided for 

each item was used to construct a weighted-average strategy measure for the 

company. “Size” was measured using the log annual sales turnover (€ million). 

“Membership of multinational chain” was measured using a binary variable (1 = 

member, 0 = otherwise) adopted by Pavlatos and Paggios (2009a). The variable “Age 

of the organization” was measured by Kallunki and Silvola (2008). Respondents were 

asked to indicate the age of the firm in years since it was founded. 

 

 

 

 

 

 



5. Data Analysis and Results 

I test the research model using Partial Least Squares (PLS), a multivariate analysis 

technique for testing structural models (Chin, 1998). PLS is a general method for the 

estimation of path models involving latent constructs indirectly measured by multiple 

indicators (Chin and Newsted, 1999). This tool is primarily intended for causal-

predictive analysis in which the problems explored are complex and theoretical 

knowledge is scarce. Because this technique uses a component based approach to 

estimation, it places minimal demands on sample size and residual distributions, 

something not generally achievable with covariance-based structural equation 

modeling techniques such as LISREL or AMOS (Hartmann et al., 2010). Particularly, 

PLS allows (i) the application in more exploratory research contexts with scare 

theoretical and empirical knowledge, (ii) the analysis of smaller data sets due to less 

restrictive sample size requirements, (iii) higher complexity in research models, (iv) 

the neglect of the multivariate normality distribution requirement of underlying data, 

and (v) the less limited application of reflective and formative measurement models 

(Henseler at al., 2009). A PLS model is analyzed using SmartPLS (version 2-M3) and 

interpreted in two stages: (1) the assessment of the reliability and validity of the 

measurement model, and (2) the assessment of the structural models. This sequence 

ensures that the constructs’ measures are valid and reliable before attempting to draw 

conclusions regarding relationships among constructs (Hartmann et al., 2010). 

 

 

5.1. Measurement Model 

 

The measurement model in PLS is assessed in terms of individual item reliability, 

construct reliability and discriminant validity. Individual item reliability is considered 

adequate when an item has a factor loading that is greater than 0.700 on its respective 



construct (Carmines and Zeller, 1979) (Table 3). Construct reliability is assessed 

using the internal composite reliability (ICR) (Fornell and Larcker, 1981). As shown 

in Table 3, all ICRs exceeded 0.8, indicating satisfactory reliability of the constructs 

in the model (Hulland, 1999). Additional support for reliability is provided by 

Cronbach’s alphas (Table 3). The average variance extracted (AVE) by the latent 

constructs from their indicators exceeded the recommended criterion of 0.50 for all 

variables (Fornell and Larcker, 1981) (Table 3). To assess the discriminant validity, I 

compared the constructs’ AVEs (Table 3) with the squared correlations between 

variables (Chin, 1998; Hulland, 1999). Results showed that discriminant validity was 

also satisfactory, as in all cases the AVE was higher than the squared correlation.  

Table 2 shows that the correlations between variables are generally low. The low 

correlations also suggest no problems exist with regard to multicollinearity (no 

correlation exceeds 0.30 in absolute value). Also, all VIF scores are below 2.5. The 

correlation between organizational life cycle stage and size is marginally significant, 

indicating that the organizational size of the firms is greater in maturity phase than it 

is in the growth phase which is consistent with prior research (Kallunki and Silvola, 

2008; Auzair and Langfield-Smith, 2005). 

 

 
Table 2 

 

  

 

 

 

 

 

 

 

 

 

 



Table 3 

 

 
 

 

Table 4 
 

 

 

 

 

 

 

Table 4 shows the frequencies use of strategic management accounting 

techniques. The figures in this table confirm that at the moment of the survey the 

majority of the hotels in our sample use strategic management accounting tools. The 

extent of the use of benchmarking was somewhat more widespread that the other 

strategic management accounting practices.   

 

 

5.2. Structural Model 

 

According to Hulland (1999), one consequence of the comparison between 

covariance structure analysis modelling approaches and PLS is that no proper overall 

goodness-of-fit measures exist for models using the latter. The structural model is 

evaluated examining the R
2
 values and the size of the structural path coefficients. 

Consistent with Chin (1998), bootstrapping based on 500 runs is used to generate 

standard errors and t-statistics. This allows us to assess the statistical significance of 

the path coefficients. 

Table 5 reports the path coefficients, t-values observed with the level of 

significance achieved and the proportion of explained variance of the endogenous 

variable (R
2
) for the whole sample (n=106). Figure 2 shows the significant path 

coefficients for the model.  

Table 5 

 



 

Regarding CFO characteristics, there is strong support for H1a, H1b and H1c. The 

results show that CFO age (β= -0.250 p< 0.05) and tenure (β= -0.204, p<0.05) have a 

significantly negative effect on the use of strategic management accounting 

techniques, while education background has a significantly positive effect (β= -0.256, 

p<0.05). The results support H2, since the path coefficient from quality of IS 

information to SMA use is positive and significant (β= 0.268, p<0.05). Moreover, the 

results support H3, since the path from organizational life stage on the use of strategic 

management accounting tools is positive and significant (β= 0.201, p<0.05). The data 

analysis shows that the use of strategic management accounting techniques is greater 

among firms in maturity phase than among firms in a growth phase. Consistent with 

expectations, strategy (β= 0.218, p<0.05) and size (β= 0.182, p<0.05), which I add as 

control variables, are positively and significantly associated with SMA use. 

 

Figure 2 

 

 

 

 
6. Conclusion and Discussion 

 

This study’s focus on the organizational context of strategic management accounting 

can be seen as consistent with calls to maintain research relevancy through the 

examination of novel management practices within contemporary settings (Chenhall, 

2003; Cadez and Guilding, 2008).  

The analysis of the survey data from 106 leading Greek hotel enterprises indicates 

that the use of strategic management accounting techniques in hotels can be 

considered quite satisfactory. The extent of the use of benchmarking was somewhat 



more widespread that the other strategic management accounting practices 

(Benchmarking, Life cycle costing, Strategic pricing, Competitive position motoring, 

Competitor cost assessment and Strategic costing). It also indicates that the extent of 

the use of SMA tools among Greek firms has increased, in comparison with earlier 

works (Pavlatos and Paggios, 2009b). Thus, I may conclude that Greek companies 

show a growing interest towards SMA in recent years. 

By drawing on the premises of contingency theory, three factors were identified as 

potentially exhibiting a contingency relationship with strategic management 

accounting techniques. These are (1) CFO characteristics (age, tenure and educational 

background), (2) quality of IS information and (3) Organizational life cycle stage.  

The findings emanating from the PLS model provide support for all the 

hypothesized relationships. 

I found that younger CFOs, likely use more strategic management accounting 

techniques. This is commonly attributed to the negative association between age and 

dynamic lifestyle, and age’s declining effect on cognitive capabilities and energy 

levels. Older managers are less able to evaluate new ideas quickly and to integrate 

them effectively in decision making. In addition, older CFOs have more traditional 

accounting education and spend most of their career in a traditional function in which 

professional independence and bookkeeping were key performance variables. 

Moreover, CFOs with a more business-oriented background found to be more 

familiar with the use of SMA and more open to changing existing systems than CFOs 

whose experience contains a dominant operational background (e.g. in medicine, 

nursing or pharmacy). This is in line with substantial evidence from prior literature, 

which suggests that the educational background of managers affects their decision 

processes (e.g. Finkelstein and Hambrick, 1996). CFOs with a business-oriented 



background are more receptive for institutional pressures to use sophisticated 

management accounting systems as their knowledge of these systems makes the 

apparent solutions that they offer more salient. According to Naranjo-Gil et al. (2009) 

“Although most CFOs will have received at least some education in the fields of 

accounting and finance, they will differ with regard to the extent to which their 

educational career has prepared them for operational work”.  

I also found that there is a negative association between the CFO tenure and the 

use of strategic management accounting techniques. This finding is consistent with 

Young et al. (2001) that reported that more tenured CFOs are less likely to see 

administrative innovation as an answer to challenges posed by the business 

environment. They argued that more tenured CFOs look for ways that fit their 

personal knowledge and do not required much effort to learn and implement  

The results of the study suggest that quality of IS information play a positive role 

in affecting the extent to which strategic management accounting tools are used in 

firms. Improved IS information quality (accuracy, relevance, precision,  reliability and  

completeness) should help managers to use more contemporary management 

accounting techniques, such as benchmarking, life cycle costing, strategic pricing, 

competitive position motoring, competitor cost assessment and  strategic cost 

management. Nicolaou et al. (1995) reported that improvements in information 

quality increase the use and usefulness of decision systems.  

Moreover, the results indicate that the use of strategic management accounting 

techniques is greater among firms in maturity phase than among firms in a growth 

phase. I found that mature firms analyze more the competitor positions within the 

industry, use more cost data based on strategic and marketing information to develop 

and identify superior strategies that will produce a sustainable competitive advantage 



and analyze in a great extent of strategic factors in the pricing decision process in 

comparison with growth firms.  Furthermore, the comparison of internal processes to 

an ideal standard, the provision of regularly scheduled updated estimates of a 

competitor’s unit cost and the appraisal of costs based on the length of stages of a 

service’s life is greater among firms in maturity phase than among firms in a growth 

phase. These findings are in line with substantial evidence from prior life cycle 

research, which suggests that the use of management accounting systems should differ 

across the stages of organizational life cycle as different systems are needed in 

different stages (Miller and Friesen, 1984; 1983) 

Structural determinants, including strategy and size, are significant variables 

affecting the use of strategic management accounting practices. Regarding I conclude 

that firms following a differentiation strategy use more SMA than firms following a 

cost leadership strategy. These findings confirm previews research (Cadez and 

Guilding, 2008). 

The findings presented in this paper are subject to a number of limitations. Some 

of these limitations are inherent to the survey method, such as the use of perceptual 

measures and the potential for common-method bias. By closely following the 

guidelines of Dillman (2000) however, I have tried to limit these problems as far as 

possible. Also, I relied on more objective data where such data was available 

Moreover, data were collected from the Greek hospitality industry and consequently, 

the results may be generalizble only to that population. Another factor that may affect 

these results is the noisiness of the measures. A mail survey prevents an assessment of 

the respondent’s actual knowledge of the strategic management accounting practices, 

although the surveys were mailed to CFOs. A mail survey also prevents the 

respondent from effectively clarifying his or her understanding of the questions.  



One specific limitation is that I was forced to focus our investigation on a limited 

number of strategic management accounting techniques. The construct was measured 

with a 6-item instrument in comparison with the 16- items by Cadez and Guilding, 

(2008). According to interviews with four managers who specialize in management 

accounting in hotels, only these practices could be applied in a hospitality context. 

Furthermore, a shortcoming of the study stems from the use of a single item measure 

of CFO age, CFO tenure, CFO educational background and business strategy. The use 

of a single item measures precludes any investigation of construct reliability.  

The study contributed to the current knowledge in management accounting 

practices in hotels. The results provide the first empirical evidence of the relation 

between the use of strategic management accounting techniques, CFOs characteristics 

and organizational factors in hotels.  

This study extends prior research in several ways. Firstly, it has provided 

additional insights into areas relating to factors influencing the use of SMA. More 

specifically, the constructs quality of IS information, CFO characteristics, and 

organizational life cycle stage are introduced as factors that influence the use of 

strategic management accounting practices. Secondly, this paper adds to the limited 

body of knowledge of the design of MAS in a service context (service management 

accounting system design). While most prior research has focused on SMA in 

manufacturing firms, this study focuses on a service context and contributes to the 

meager knowledge that we have about contextual variables that influence the design 

of SMA systems in service industries. The study can also be seen as constituting an 

overdue enquiry into the validity of viewing ‘‘strategic management accounting” as a 

coherent empirical construct in a service environment. Also, our study contributes to a 

growing literature on the roles and orientations of financial managers (Naranjo-Gil et 



al, 2009; Emsley, 2005; Byrne and Pierce, 2007). I show that some CFOs are more 

likely to change their organizations’ accounting systems than others and that 

demographic data is predictive of the CFO’s innovativeness. Finally, the operational 

homogeneity of hotels enables powerful tests of the research hypotheses. In contrast, 

prior studies relied predominantly on small-sample field studies in diverse industries 

(e.g. Shields, 1995; Swenson, 1995).  

Future research should consider incorporating other important variables that have 

been omitted from other studies and are likely to influence the use of SMA. The most 

notable omitted variables are organizational variables, such as intensity of 

competition, environmental uncertainty, technology, structure, and organizational 

culture (Chenhall, 2003; Abernety and Bouwens, 2005). Moreover, the SMA systems 

of firms could be studied in depth in order to examine the perceived benefits and 

usefulness that arise from their implementation. 
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Appendix A 

 

Glossary of terms, provided to respondents 

 

 

Benchmarking 

 

The comparison of internal processes to an ideal standard. 

 

Competitor cost assessment 

 

The provision of regularly scheduled updated estimates of a competitor’s unit cost. 

 

 

Competitive position monitoring 

 

The analysis of competitor positions within the industry 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. 

 

 

Life cycle costing 

 

The appraisal of costs based on the length of stages of a product or service’s life. 

These stages may include design, introduction, growth, maturity, decline and 

eventually abandonment. 

Strategic costing (strategic cost management) 

 

The use of cost data based on strategic and marketing information to develop and 

identify superior strategies that will produce a sustainable competitive advantage. 

 

 

Strategic pricing 

 

The analysis of strategic factors in the pricing decision process. These factors may 

include: competitor price reaction, elasticity, market growth, economies of scale, and 

experience. 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

Appendix B 

 

Survey Items 

 

A. Regarding the extent of the use of strategic management accounting techniques 

within your firm: 

 
 No extent      Great extent 

Benchmarking � � � � � � � 

Life cycle costing � � � � � � � 
Strategic pricing � � � � � � � 
Competitive position motoring � � � � � � � 
Competitor cost assessment � � � � � � � 
Strategic costing (strategic cost management) ���� ���� ���� � � ���� ���� 

 

B. Regarding the firms’ quality of information systems information: 

 
 Very low      Very high 

Accuracy ���� ���� ���� ���� ���� ���� ���� 

Precision ���� ���� ���� ���� ���� ���� ���� 
Reliability ���� ���� ���� ���� ���� ���� ���� 
Completeness ���� ���� ���� ���� ���� ���� ���� 
Relevance ���� ���� ���� ���� ���� ���� ���� 

 

C. Regarding Chief Financial Officer (CFO) Characteristics of your firm: 

1. What is the age of the CFO?....................................................Years 

2. What is the CFO’s Tenure in the organization……………Years 

3. Regarding the Educational background of CFO: 

(You can choose more than one answers) 

  

Please complete the 

years of education 

Bachelor in Business/ Economics (business-oriented )(e.g. Business, Economics, 

Accounting, Law)  � ……….years 

Bachelor in Sciences (operations-oriented ) (e.g. Medicine, Nursing, Biology, 

Chemistry) � ………. years 

MSc (Master of science) in Business/ Economics  � ………. years 

MSc (Master of science) in Sciences  � ………. years 

PhD in Business/ Economics � ………. years 

PhD in Sciences  � ………. years 

Other (please describe)…………………………………………….. �    

 



 

C. Please indicate the Organizational Life cycle stage of your firm: 

 

Formation 
� 

Growth 
� 

Mature � 
 

D. Please indicate the percentage of yours firms’s total sales accounted for by 

products representing use of either cost-leadership or differentiation: 

 
   

% 

 

 

% 

100 % 

 

F. General questions regarding your firm: 
 

1. Current annual sales revenue of your 

firm…………………………………………………………………………….. 

2. Please indicate your firm management status: 

Private company 
� 

Member of national chain 
� 

Member of multinational chain � 
3. Please indicate the category of your firm: 

5 stars 
� 

4 stars 
� 

3 stars � 
4. Please indicate the geographical area of your firm: 

Athens 
� 

Crete 
� 

Aegean islands � 
Ionian islands  � 
Macedonia � 
Other (please describe)…………………………………………….. � 

 

5. Current number of beds in your 

firm…………………………………………………………………………….. 

6. Year of founded……………………………………………………………….. 

 

G. Regarding the position of respondent: 

  

Chief Financial Officer (CFO) 
� 

Chief accountant 
� 

Other (please describe)………………………………………………….. � 
 

    
 

 

Cost leadership 

Differentiation 



 

 
 
Figure 1: Research model and expected significant paths 

 

 
Table 1 

Descriptive statistics of the variables in the study 

Variable N  Mean 
Std. 

Deviation 

Theoretical 

Minimum 

Theoretical 

Maximum 

Actual 

Minimum 

Actual  

Maximum 

Extent of use of strategic management 

accounting techniques 
106 4.11 0.66 1 7 1 7 

CFO age  106 49.50 3.42 - - 35 63 

CFO tenure 106 9.23 2.21 - - 1 15 

CFO educational background 106 0.78 0.06 - - 0.66 1 

Quality of IS information 106 4.02 0.38 1 7 1 7 

Organizational life cycle stage
a 

106 0.64 0.48 0 1 0 1 

        

Control variables:        

Strategy 106 0.32 0.55 -1 +1 -1 +1 

Size (€ million) 106 10.2 11.61 - - 3.6 102 

Membership of multinational chain 

(dummy variable) 
106 0.19 0.39 0 1 0 1 

Age of the organization 106 29.12 15.12 - - 3 48 

        

 
a 

Organization life cycle is a categorical variable. It was translated as a dummy variable that reflected whether a 

sampled organization belongs to the maturity stage.  

 

 

 

 

 

 

 

 

 

      

      SMA use 

CFO age 

CFO tenure   

CFO educational 

background 

Quality of IS 

information 

Organizational  

Life cycle stage 

H1a 

H1b 

H1c 

H2 

H3 



 

 
Table 2 

Correlations from PLS model (n=106) 

Variable 1 2 3 4 5 6 7 8 9 10 

1. Extent of the use of strategic 

management accounting techniques 

1 

 
         

2. CFO age  -0.215* 1         

3. CFO tenure -0.164 0.069 1        

4. CFO educational background 0.248* 0.142 0.168 1       

5.Quality of IS information 0.228* 0.135 0.118 0.213 1      

6. Organizational life cycle stage 0.182* 0.018 0.125 0.018 0.110 1     

7. Strategy 0.122* 0.099 0.203 0.122 0.085 0.185 1    

8. Size  0.108* 0.112 0.050 0.149 0.228 0.132** 0.184 1   

9. Membership of multinational 

chain  
0.128 0.002 0.022 0.210 0.128* 0.184 0.118 0.082** 1  

10.Age of the organization -0.124 0.005 0.014 0.114 0.100 0.192** 0.185 0.041 0.012 1 
NOTE:  * indicates Correlations is significant at the .05level (2 tailed) 

**indicates Correlations is significant at the .01 level (2 tailed) 

 
Table 3 

Reliability and validity analysis of multi-item constructs (n= 106) 

 

Variable ICR
a
 Alpha

b
 AVE

c
 Item Loading 

Extent of the use of strategic management 

accounting techniques 
0.822 0.804 0.654 Benchmarking    0.802 

    Life cycle costing 0.814 

    Strategic pricing 0.792 

    
Competitive position 

motoring 
0.799 

    
Competitor cost 

assessment 
0.805 

    

Strategic costing 

(strategic cost 

management) 
0.812 

Quality of IS information 0.885 0.856 0.692 Accuracy 0.895 

    Precision 0.858 

    Reliability 0.838 

    Completeness 0.822 

    Relevance 0.864 

      
a 

Internal composite reliability 
b 

Cronbach’s alpha 
c  

Average variance extracted 
 

 

 

 

 

 

 

 

 

 



 
Table 4 

Extent of the use of Strategic Management Accounting Techniques (n=106) 

Technique Actual Percentages (%)  

 1 2 3 4 5 6 7 

Benchmarking    1 2 10 26 36 21 4 

Life cycle costing 8 9 26 26 20 15 2 

Strategic pricing 4 4 15 35 25 14 3 

Competitive position motoring 2 7 20 33 24 16 4 

Competitor cost assessment 7 10 23 25 22 17 2 

Strategic costing (strategic cost 

management) 
7 16 22 24 20 15 2 

 
NOTE: 7-point rating scale: 1: No extend; 7: great extent 

 

 

 

 
Table 5 

Results from PLS analysis (n= 106) 

Path to: 
Extent of the use of SMA 

techniques 

Path from: Path coefficient 

CFO age  
-0.250* 

(2.507) 

CFO tenure 
-0.204* 

(2.146) 

CFO educational background 
0.256* 

(2.608) 

Quality of IS information 
0.268* 

(2.815) 

Organizational life cycle stage 
0.201* 

(2.054) 

   

Control variables   

Strategy 
0.218* 

(2.205) 

 Size  
0.182* 

(2.054) 

Membership of multinational chain  0.147 

Age of the organization 0.156 

 R
2
=0.195 

 
NOTE:  * indicates Correlations is significant at the .05level (2 tailed) 

 

 

 

 

 

 

 

 



 

 
 

 

 
Figure 2: Partial Least Squares model: significant path coefficient  
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