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Abstract 

 

Organizations use management accounting information in a variety of ways, and specifically 

management accounting information that plays a significant role in the effective management 

process. In addition, management accounting information contributes to the organization’s 

performance by giving feedback on carrying out the strategic plans and completing the work, 

and consequently enhancing the economy of the country. However, new management 

accounting systems, due to its externally and future-oriented strategic characteristics, (that may 

avoid many of the weaknesses of conventional management accounting systems) still lack a 

solid base in empirical studies. The main goal of this research is to determine the effect of 

Strategic Management Accounting (SMA) on the Jordanian service sector’s performance as one 

of the emerging economies. This is especially important as service sectors in several countries 

in the Middle East, including Jordan, have faced a notable decline in their performance. This 

research uses a quantitative method; the quantitative data was collected via a questionnaire. The 

total selected sample size for the quantitative approach was 127 companies belonging to the 

Jordania service sector for the fiscal year 2017. The research found that the Strategic 

Management Accounting influences the service sector’s performance and therefore that could 

be used to help the service sector’s managers understand the importance of accounting 

information for strategic decision making. 
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1. Introduction 

The service sector has a great impact on the development of a country's economy 

(Nyasha, S., & Odhiambo, 2018; Latha, 2016). It is internationally accepted that the 

manufacturing sector contributes around 20% to the in the global economy. In several 

countries in Asia and the Middle East, the percentage of profits in the manufacturing 

sector has been close to 72% of the Jordanian profits,  represented by its financial 

market (Amman Stock Exchange Report, 2015). The Jordanian service sector has 

witnessed many developments, which put it on an equal footing with some of the 

European and American countries. (Alabdullah, 2018; Miani & Daradkah, 2008). The 

Jordanian service sector is considered as the most important sector that supports the 

gross domestic product (GDP). Compared with other economic sectors, such as 

agriculture, it contributed more than 65% to GDP in 2009. 

 

Increased in-house and external competition, globalisation, technological developments 

in computer science and engineering, with increasingly demanding customers, all 

created some environmental uncertainty in the service sector and changed the 

competition features in globally (Harris & Mongiello, 2001), especially in the Jordanian 

context and its marketplace (Dwar, Bhuan, & Jurkus, 2007). However, under this  

progressively competitive environment, the Jordanian service sector needs to stay 

competitive and reach better performance. Thus, service sector’s companies need to be 

capable of generating and utilising more information about future events in order to 

upgrade business strategy and achieve advanced levels of company performance 

(Jermias & Gani, 2004; Johnson & Kaplan, 1987; Kaplan, 1983; Langfield-Smith, 

1997). 

 

More theoretically, the assumption in contingency based accounting literature is that 

optimal company performance depends on consistency between the accounting 

information systems (AIS) and some other contingency factors (like uncertainty in 

environment, business strategy, company size). Accounting information (AI) as output 

of accountancy, specifically management accounting information, significantly has an 

effective role in the functioning of the management process. To fulfil this requirement, 

management accounting systems provide managers in the company with information 

that has a positive impact on decision making (Horngren, 2004). Organizations use 

management accounting information in a variety of ways. Belkaoui (1980) 

characterized four usage types, such as helping management planning, facilitating 

organizational problem solving, aiding the examination of control functions, and 

facilitating operational systems management. Other authors have classified these four 

types into two usage streams: evaluating the performance of the management and 

assisting managers ability in making decisions (Tiessen & Waterhouse, 1983).  

Furthermore, management accounting information contributes to the company 

performance by presenting feedback to implementing the strategic plan and completing 

jobs. Specifically, appropriate SMA can aid managers by making them conscious and 

able to address company’s expectations: needs of customers and competitive markets 

(Mia & Paitar, 2001). In addition, ex-ante information could help meet companies’ 

challenges resulting in appropriate output for their markets and faced by companies and 

supports their value added efforts relative to their competitors (Bromwch, 1990). The 

features of Strategic Management accounting overcome the failings of traditional 

management accounting systems by giving managers suitable information about the 
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contemporary business environment to allow companies to obtain competitive 

advantages (Roslender & Hart, 2002). Therefore, SMA enhancement to the 

conventional and also internally oriented approaches of Strategic Management 

accounting is important to meet the specific requirements of the current business 

environment’s management, specifically on implementing strategy. While there is a 

growing interest to present SMA as a new management accounting system (MAS) 

because of its strategic features (i.e., externally and future-oriented) that can avoid 

several weaknesses of traditional MAS, it still lacks a solid base of empirical studies 

(Cadez & Guilding, 2008; Chenhall & Smith, 2007). In addition, some prior research 

that tested the link between SMA and a firm’s profitability revealed mixed findings and 

rendering this link still unclear (Agbijule, 2005; Cades & Guilding, 2008; Hoqae, 2005; 

Malmi et al., 2004; O'Connor & Cheang, 2007). Therefore, the main goal of this 

research is to determine the effect of Strategic Management Accounting on Jordanian 

service sector performance in the emerging economies; especially noting that the 

service sectors in several countries in the Middle East, including Jordan, have faced a 

notable decline in their performance. Based on the above discussion, the present study 

aims to add knowledge as a contribution to the accounting management system’s body 

of literature relating to SMA from the perspective of emerging economies, and in 

Jordan as the selected context where the study is undertaken. 

 

This research has theoretical contributions. First, it expands the existence of SMA 

literature by providing information for evaluating companies’ performance via utilizing 

non-financial and financial performance indicators, whereas previous studies have given 

more attention to financial indicators, especially in Jordan. Second, while previous 

empirical SMA studies predominately focused on manufacturing industries (Cadez, 

2002; Cravens & Guilding, 2001; Guilding et al., 2000), the present study 

contributes/adds to the existing literature on SMA in general by identifying the extent of 

accounting information usage in service sector in developing countries. Regarding the 

practical implications of the current study, most  accounting  and management 

academics  consider  the  practical implications as a vital  thing that  academic  and 

scholar research identifies its relevance and implications to practice. Thus, the current 

paper presents such implications and its usefulness for practitioners, primarily top 

management of service sector. 

1.1 Strategic Management Accounting  

Since the time Simmonds came with the term of SMA in one of his articles in the early 

nineteen eighties, some other studies had followed his study to refine the SMA meaning 

and concept; and, because there was evidence regarding the SMA’s association in both 

management accounting (MA) and marketing management (MM) literature, this 

brought attention to the SMA concept (Gailding et al., 2000; Ruslender & Hart, 2002; 

Lord, 1996). In 1981, Simmonds came up with the term SMA to analyse the MA data 

consisting of information regarding the business and its competitors. In addition, SMA 

had the aim of developing and monitoring business strategy. In this study of Simmonds, 

SMA was identified through its external emphases focusing on information useful for 

competitive advantage. 

Pradhan, Swain and Dash (2018) attempted to develop a model of the adoption of 

management accounting technique and their effect on improving the performance of the 

supply-chain, in addition to overall company performance. Their study showed that the 

adoption of various management accounting techniques on supply chain activities is the 

most appropriate (effective) strategy to boost the performance of the firm. 
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Dearman, Lechner and Shanklin (2018) investigate factors affecting the demand for 

management accounting information by evaluating entrepreneurs’ decisions for the 

preparation of business plans supporting applications to obtain funds. The implications 

of the findings supported the demand for managerial accounting information which is 

based, to some extent, on managers’ need for information to support optimal 

management decisions. 

Bromwich (1990) explained SMA as the system that provides and analyses financial 

information including the company’s competitors’ costs, product markets, and the 

monitoring of the company’s strategy and its competitors during a period of time. 

Bromwich demonstrated that SMA is not just data collection concerning the companies 

and their competitors through seeking the way of evaluation to evaluate company’s 

competitive advantage. 

Bromwch and Bhimuni (1994) showed SMA as a way of providing and analysing the 

companies’ product markets via financial information, and also to provide, analyse and  

monitor the company’s strategies and its competitors in the marketplace. Tomkins and 

Carr (1996) viewed SMA as lacking a conceptual framework. Similarly, Coad (1996) 

sees SMA as an emerging management accounting area with no exact identity and 

having an uncertain development in the future. 

Lord (1996) identified the collecting of information about competitors, utilization of 

cost decreasing possibilities, and matching of accounting with strategic position as three 

elements of SMA; while Roslender (1995, 1996) referred to SMA in terms of 

accounting for strategic positioning, an idea which is very closely linked to Porter's 

concept of competitive advantage (Porter, 1980; Porter & Millar, 1985). The argument 

by Roslender was that SMA is one of a number of different generic approaches that are 

found within the overall theme of accounting for strategic positioning. 

SMA practices are believed by Gailding, Cravins, and Tayles (2000) to be characterized 

by one of the following elements: external business environmental-orientation, 

marketing orientation, a long term orientation to the future. Ruslender and Hurt (2003) 

explained that SMA is an accounting approach to strategic-positioning, an attempt to 

merge insights from marketing management and also management accounting in an SM 

framework. Yet, there is limited unanimity concerning what shapes SMA (Cades & 

Gailding, 2008). Such case of conflict in viewing the concept of SMA and its contents 

has led researchers to look into which techniques of Management Accounting could 

carry strategic orientation and thus are shown to be as the technique of SMA. Gailding 

(1999) dealt with the benefit of “competitor-focused accounting”.  

Further, the set of techniques belonging to SMA were provided by Guilding et al, 

(2000) who explained that the criteria for dealing with accounting techniques were the 

same as “strategic.” It is worth remembering that much of traditional management 

accounting (MA) relied on only a one year period. These features are inconsistent with a 

strategic orientation. The key features of SMA as a strategy implies a long term,  future 

orientation. The authors accordingly demonstrated that these features might be a 

positive instrument to determine appropriate accounting techniques for strategic 

management accounting. As for this perspective, the techniques must be embodied 

degrees of these two orientations. In line of how Guilding et al., (2000) collected twelve 

techniques of SMA from the previous studies in the literature and then Cravins and 

Gailding (2001) further added another three techniques. 

Cades and Gailding (2008) emphasized the participation of strategic accountants in 

cross-functional teams, and the SMA practice of guided management accounting with 
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an emphasis on operational issues. Many other authors who agree that this shift had led 

to many new terms, such as "strategic accounting" share this view. They have also 

defined new active roles for accountants, such as being key players in analysing broader 

business management and in counselling customers. These roles had not been assigned 

to them before. Cadez and Guilding further came with 16 techniques of SMA from these 

studies. They categorized these techniques into five broad categories, three of these 

embodying themes of management accounting dealt with in management accounting 

literature. These three are (1) costing, (2) planning, control, and performance 

measurement, and (3) decision-making. The other two categories were “competitor 

accounting” and “customer accounting”.  

However, the focus of this study is the information related to the services sector, 

especially about customers that was obtained externally. The main reason behind the 

selection of this information was because it involves customer-focused techniques or 

customer accounting (which yields information regarding the customers) and it includes 

the most widely applied techniques in the service sector (Begum, Alam, Alam, & 

Awang, 2015; Cadez, 2006). Moreover, the significance of identifying which customers 

contribute to an organization’s profit has been given a lot attention by researchers. In 

addition, there was the idea that not every unit of revenue contributes equally to profits; 

some customers are more profitable than others (Kaplan & Narayanan, 2001; Reinartz 

& Kumar, 2003). 

 

1.2  Organizational Performance 

Organizational performance has been presented as an essential dependent variable in 

accounting-based contingency research as it provides the means for setting the suitable 

fit between the organizational accounting information systems design and its contextual 

variables (Chenhall, 2003; Jusoh, Ibrahim, & Yuserrie, 2008). Moreover, most related 

studies look for variables that lead to variations in organizational performance (March 

& Sutton, 1997). The general idea of the concepts of organizational performance is 

focused on either efficiency or effectiveness, because organizations should be profitable 

in the long run to survive (March & Sutton, 1997). 

Nevertheless, performance measurement systems, by their nature, cover various 

subjects, thus, encouraging this study to investigate it from different perspectives such 

as accounting information systems and operations management. Maas, Schaltegger, and 

Crutzen, (2016) surveyed previous studies in the literature covering the links and partial 

links between sustainability assessment, management accounting, management control, 

and reporting. The key results indicate that the various concepts (performance 

assessment, management accounting, management control, and reporting) are defined 

and used in different ways but mainly dealt within an isolated manner.  

 Otley (1999) looks at performance measurement systems from a management 

accounting perspective as systems that provide the information thought to be of use to 

managers in conducting their work and to aid organizations in developing and 

maintaining practical patterns of behaviour. Neily, Gregory, and Plutts (1995) define 

performance measurement systems as “the set of metrics used to quantify both the 

efficiency and effectiveness of actions”. 

 

Abdel-Maksoud,  Cheffi, and Ghoudi,  (2016) investigate the links between the extent 

of shop floor involvement and also the deployment of (MAS) tools; they are, advanced 

management accounting and non financial performance measurements .The results 

indicate that the extent of shop floor involvement could mediate the advanced 
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management accounting and non financial performance measurements link; thus, it 

accounts for an essential omitted relationship in comprehending this link.  

 

Moreover, Forza and Salvadore (2000) defined systems of performance measurement as 

an information system (IS) supporting top management regarding the performance 

management accomplishing two main purposes. The first is related to allowing and 

structuring communication among all the organizational units involved in the process of 

target setting. The second lies in processing, delivering information, and collecting 

people performance, activities, products, processes, and business units. 

Ittner, Larcker, and Randall (2003) point out three dimensions for performance 

measurement systems. First, they provide information that allows the firm to identify 

the strategies offering the highest potential for achieving the company's objectives. 

Second, they align management processes, such as objectives setting and decision 

making. Third, performance evaluation was done with reference to the accomplishment 

of the chosen strategic target. In fact, there have been too many authors who have 

illustrated the term performance measurement systems (Franco-Santos et al., 2007). 

However, performance measurement has an important role in the organization, and it 

must be selected according to the variables based on context, such as strategy, 

environmental uncertainty, technology, and so on (Otley, 1980). 

However, while the idea of organizational performance is comparatively easy to 

understand, it is difficult to measure and evaluate. This difficulty is evidenced by the 

on-going debate on whether performance is a one-dimensional concept or a multi-

dimensional one, whether it should be measured by qualitative or quantitative data, 

whether it involves objective or subjective data (Dess & Robinson, 1984; March & 

Sutton, 1997). In this regard, it is worth here to differentiate between the objective and 

subjective data method; objective data refers to the data given by the organization, while 

the subjective measurements call upon the perception of the respondent (Dess & 

Robinson, 1984). Information regarding performance is significant in diverse ways to 

the different stakeholders within a business. For example, owners and investors are 

interested in company performance to ensure that their investment decisions are the 

right ones. Managers look at the performance of a company's sub-units as a technique of 

prioritizing the allocation of resources (Duursema, 1999). 

In a strategic sense, performance measurement is seen as a significant approach of 

keeping an organization on its way in realizing the company’s targets. In addition, it is a 

system for monitoring that employed via the shareholders of an organization where the 

separation between ownership and management exists (Itner & Lurcker, 1998; Kaplan, 

1984). Performance measures have to link with business strategy to be effective. A 

number of researchers support this view noting that performance measures need to be 

based on a business's strategic objectives for employees to realize and be committed to 

the accomplishment of those objectives (Becker & Gerhart, 1996). 

However, strong arguments are saying that the main performance measurements would 

usually include some mixture of indicators across two broad categories: financial 

indicators and non-financial indicators (Chenhell & Langfiald Smith, 2007; Kaplan & 

Norton, 1992; Kaplan, 1983, 1996). Therefore, the present work has utilized financial  

performance indicators to measure and evaluate organizational performance. Other 

subsections will deal with the nature and concept of non financial and financial 

performance measurement systems. 
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2. Literature Review and Hypotheses Development 

The existing literature shows that the usage of a broad scope of MAS information helps 

managers reduce high levels of uncertainty and job complexity, and also leads to 

successful decision making (Ferris & Haskins, 1988; Mia, 1993). It is due to the wide 

use for broad scope MAS provides management with multiple options to manage their 

business, leading in a wide improvement in top managers' comprehension of their 

business performance (Bainis & Langfeild Smith, 2003; Ferres & Haskens, 1988; 

Gordan & Narayenan, 1984; Mia, 1993). 

Studies in service companies have found empirical evidence that supports the positive 

relationship between managers' use of the conventional management accounting 

information and organizational performance (Chong & Chonge, 1997; Mia & Clark, 

1999). This empirical evidence presented in the services sectors may not be relevant in 

the manufacturing industry (Mia & Patiar, 2001). Also, conventional management 

accounting information has become under strong criticism by scholars and practitioners 

(Cooper & Kaplan, 1988; Drury, 2007) as being internally rather externally focused, ex-

post oriented (related to past events) rather than ex-ante (related to future events), 

financially oriented, and according to Wilson (1995), this emphasizes short-term goals. 

Budiarto et al. (2018) investigated the direct link as well as the mediating link among 

three variables of accounting information system alignment on the firm performance. 

The findings reveal that accounting information developed and the commitment by the 

owner affects firm performance, either from the direct link or a mediated one by 

accounting information system alignment. They admitted that accounting information is 

very important for firms to compete in a highly competitive work environment. Ward 

(1993) argued that MAS must add an external focus such as customers' perceptions of 

value in addition to the traditional inward emphasis of the accounting analysis, 

planning, and control. 

The case with traditional MA promoted MA researchers to present SMA, to overcome 

the disability of traditional management accounting to present the long term orientation 

(Cades & Gailding, 2008; Gailding, Cravens, & Tayles, 2000; Roslinder & Hart, 2003). 

Several studies have measured SMA techniques by using one signal item (question) in 

the questionnaire for each technique (Cadez, 2006; Cadez & Guilding, 2008; Guilding, 

1999; Guilding & McManus, 2002; Malmi, Raulas, Gudergan, & Sehm, 2004), and 

such methods tend to increase the possibility of bias (McManus & Guilding, 2008). 

Furthermore, the majority of previous studies did not give sufficient attention to 

nonfinancial indicators, but focused on financial performance or overall performance, a 

practice widely criticised due to its internal and historical focus, which is more likely to 

be manipulated by managers (Hoque, Mia, & Alam, 2001; Johnson & Kaplan, 1987). 

Those financial measurements are considered as not to give a clear picture of an 

organization’s performance, unless it is coupled with non-financial indicators (Chenhall 

& Langfield-Smith, 2007; Kaplan, 1984). Furthermore, a few studies in the literature 

have examined the link between SMA and company performance presented inconsistent 

results (Cades & Gailding, 2008; Mulmi et al., 2004; O'Conner & Cheang, 2007). 

2.1 Relationship between SMA and Company’s Performance 

The direct link between information use and Company’s performance has been assumed 

in many areas, such as in the field of management information systems (Vandenbosch 

& Huff, 1997), and in marketing (Diamantopoulos & Souchon, 1998; Moorman, 1995). 

However, this assumption has mostly been confirmed in the management accounting 
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systems literature as well (Cades & Gailding, 2008; Ashford & Cumings, 1983; Baines 

& Lungfield-Smith, 2003; Chong & Chong, 1997; Jusoh et al., 2008; Mia & Clarke, 

1999; Noone & Griffin, 1997). These studies have hypothesized a direct link between 

MAI and performance. Even the study conducted by Henri (2006), who deliberately 

assumed an indirect link between utilize of MAI and performance, the empirical data 

did actually provide support for a direct relationship. 

The common assumption regarding the direct link between MAI usage and company’s 

performance has been supported by most of the studies that have been examined. The 

assumption on the direct relationship between information use and performance, 

especially, the positive influence of information use on the performance is that the 

extent of management accounting information usage influence effectiveness in decision 

making and organizational performance (Baines & Langfaeld Smith, 2003; Chong & 

Chonge, 1997; Cades & Gailding, 2008; Henri, 2006; Noone & Griffin 1997). For 

example, Cadez and Guilding hypothesized the direct link between SMA usage and a 

company’s performance and they gave the rational link for this relationship. They 

argued that major idea of an accounting information system is to provide information to 

help the managers in the implementation of plans, completion of their job, support the 

mangers in the decision-making process, and to enhance organizational performance. 

Chong and Chong (1997) have hypothesized the direct link between the MAS usage of 

the information and company’s performance; they assumed that MAS information 

would aid the managers in their decision-making process and enhance the 

organizational performance. Then, Henri (2006) investigated the direct association 

between the usage of management control system and organizational performance. In 

his study, Henri implicitly assumed that the usage of management accounting 

information for decision making has a positive effect on organizational performance. In 

addition, Jais (2007) also assumed a direct link between the usage of management 

accounting information and performance. According to Baines and Langfield-Smith 

management accounting information helps managers reach informed decisions and 

enhance organizational performance.  A negative relationship was found by Ittner and 

Larcher (1997) between a number of control practices including market studies, the 

benchmarking, and strategic audits from one hand and company performance from the 

other. Chong and Chonge (1997) argued that MAS as playing the main role in the link 

between choices of the strategy and company performance. The work revealed that a  

broad scope of MAS usage positively affects company performance. Gul and Huang 

(1992) have tested the link between MAS and company performance, and they found 

that there is a significant and positive link between MAS and company performance. 

Furthermore, some studies (e.g., Agbejale, 2005; Perrera et al., 1997; Itner & Larcker, 

1997) demonstrated a negative and also no impact of the information of accounting 

practices on company performance. For instance, Ittner and Larcker found a negative 

effect of several strategic control practices on performance, and Perrera et al. found no 

relationship between the usage of nonfinancial performance measurements and 

performance. Moreover, Mulmi et al. (2004) investigated the impact of profitability of 

the customers on company performance, and they found there is no effect on 

performance. 

Another study done by Perrera, Harrison, and Poole (1997) confirmed that there was no 

relationship between the use of nonfinancial measures and performance. Furthermore, 

Ittner et al. (2003) reported that the broad use of information was positively associated 

with stock returns but was not associated with return on assets and sales growth. While, 

Agbejule (2005) reported that negative effect of management accounting system on 
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performance, Abernethy & Guthrie (1995) found that the effect of the usage of 

management accounting system information on the organizational performance depends 

on the business strategy.  

 Most of the results refer to a positive connection regarding the utilization of AI and 

company financial performance while previous studies provided mixed results. The 

rational justification behind hypothesizing the direct link between CA and company 

performance was based on the basic notion promoted by previous accounting studies. 

Accounting studies in the literature review have maintained that one of the key roles of 

AIS is the implementation and development of business strategy (Chanhall, 2003). In 

that, AI can maintain the strategy of business and also develop monitor the functioning 

of these strategies and achieving high performance (Govindarjan & Gapta, 1985; 

Simon, 1987). In the present’s study context, it is essential to recognize and focus on the 

quality of SMA, mainly in presenting important and incremental information for 

strategic purposes which could not be collected by the conventional AIS. These 

perspectives have motivated the present work to propose this hypothesis.  

H1: There is a significant and positive link between SMA information usage and financial 

performance.  

3. Methodology 

The sample size for the present work is 127 service firms listed on the Amman Stock 

Exchange. This study uses a quantitative method; the variables are measured based on a 

questionnaire. SPSS Ver. 20.0 is used in analysing data. The collection of data went 

through several statistical techniques like (Descriptive, Correlations and Multiple 

Regressions Analysis). 

3.1 Measurements of Variables  

The measurements used to measure the variables of the current work were developed 

and adapted. The tool represented by a survey for the items related to the perception of 

the respondents of SMA information. The current study conceptualized SMA as the 

level of the use of external information of accounting in link to the company's 

customers, namely customer profit analysis, lifetime customer profit analysis, valuation 

of customers as assets, and customer equity analysis. Thus, the present work has 

developed 29 items as a measurement of the level of SMA information usage and the 

availability. Two scales were used for the listed items; seven point scale, where 1 = Not 

at all used, to 7 = Greatly used, to find out the level of SMA usage of information. 

Financial performance measurement involves (ROE, ROI, rate of sales growth, and 

Operating Profit). These measurements are used by previous studies in the literature 

review (Chanhall & Langfeild Smith, 2007; Hoque & Jemes, 2000; Govandarajan, 

1988;). The measurements of the study scale were evaluated for construct and content 

the validity, whereas the scales reliability was assessed by using Cronbach alpha. 

3.2 Control Variable 

To avoid the impact of omitted variable bias (Alabdullah et al, 2014), there are two 

control variables used in the present study. That is based on several studies that have 

been done previously in MAS and also related studies (Cades, 2006; Gailding et al., 

2000; Dess, Ireland, & Hit, 1990). The control variables were included in the analysis 

due to their importance (Guost, 2001). Moreover, there will be a case of misleading if 

the studies ignore using control variables in the their studies (Foss & Knadsen, 2003). 
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Thus, to remove the impact influencing the relationships under study, the study 

introduced control variables to avoid the potential impact of company and industry size. 

The company size variable is important to capture size and scale effects because large 

organizations may be more likely to have well-developed and sophisticated AIS 

compared with small companies (Gailding et al., 2000; Bains & Langfeild Smith, 

2003). The accounting literature also argued that analysis of this type must control for 

size (Simarly & Li, 2000; Govindarajan, 1988). The current study also included Firm 

size is as a control variable due to in contingency theory research it is frequently 

mentioned to be a variable effecting MAS design. Larger companies are more willing to 

use accounting sophistication as demonstrated by previous studies (Gailding et al., 

2000; Cinqueni & Tenuci, 2010). Therefore, to be considered SMA as advanced 

accounting techniques it might be expected to have an effect on financial performance. 

In the current work the company size as a control variable is measured as a number 

employees in the company. 

With regard to the type of industry (second control variable), the effect of industry type 

is pervasive across all sectors of the service industry and has a big categorical effect on 

organizational performance (Terziovski & Samson, 1999).  

 3.3 Descriptive Statistics  

The table shows that financial performance was high in organizational performance 

(mean = 4.56, SD = 1.55). On the other hand, the table revealed that the mean SMA is 

mean = 4.26, SD = 1.46).  

Table 1.1 Descriptive statistics of variables 

Variables Mean Std Deviation 

SMA 4.26 1.46 

F-P 4.56 1.55 

           Note: All the variables were measured through utilizing 7-point Likert-scale with 

           (1 = not at all, and the 7 = to a greater extent) 

 

3.4  Correlation Analysis 

In order to determine the degree to which the variables are related, correlation analyses 

were used.  It shows how the estimated equation is well in describing the links (Leven 

& Ruben, 2007). The test of correlation between SMA and F-P is explained in Table 4. 

The report revealed that SMA have a positive link with F-P, with values (.310). 

Table 1.2 Correlations Analysis 

 SMA F-P 

SMA 1  

F-P .310                        1 

         **. Correlation is significant at the level of 0.01 (2 tailed).*. Correlation 

                                        also is significant with the level of 0.05 (2 tailed). 

 

3.5  Regression Analysis 

To test hypotheses that postulated a positive relationship between independent variables 

(SMA) and dependent variable (financial performance), there was one step of 

hierarchical regression equation that was carried out. It is represented by the 
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independent variables which were introduced to investigate marginal impact on the 

dependent variables. 

Table 1.3 shows the value of R square of .130 for SMA, the value of R square explained 

13. % from the independent variables on the dependent variable (Financial 

Performance). 

Table 1.3 R Square of SMA 

Model SMA 

R-Square 0.130 

Sig F-Change 0.000 

 

Table 1.4 showed that SMA has positive relationship with the financial performance,   

(-.189). The finding revealed that internal review has a significant effect on financial 

performance that it was at P<0.01, β=0.191. It reveals that the larger the information of 

SMA, the higher performance. Thus, the hypothesis is supported. This result gives 

support for the conclusion that the SMA features lead to the creation of financial 

performance. 

Table 1.4 Regression Test: link between SMA and Financial Performance 

          Financial Performance    

  Standardized Coefficients    

Independent Variable Beta    

SMA .191   

 

 

 

The analysis shows that the hypothesis set by the current work regarding its proposed 

variables is accepted. 

4.  The Impact of SMA and Financial Performance  

SMA is an important factor affecting organization performance (Cadez & Guilding, 

2008; Baines & Langfield-Smith, 2003). The current study evaluated the level of 

financial performance of Jordanian service companies. The current study makes a 

contribution to the literature via offering detailed evidence of the financial performance 

level of these companies. The level of performance of service companies in Jordan was 

shown by using descriptive statistics. The results of the current study drew conclusions 

regarding the financial performance of Jordanian service companies that contributes to 

the existing research. Financial performance, measured by monetary metrics (such as 

ROE, ROI, and operating profit), was rated higher than other performance dimensions 

and indicated that Jordanian service companies ranked financial performance rated as 

above average. This result is expected, as the main goal of business is profit 

maximisation. Nevertheless, a closer look at the characteristics of Jordanian service 

companies showed that about 40% of the companies had been in operation for more 

than three years, which suggests the companies are well established and stable in 

Jordan. Such well-established companies normally have relatively higher financial 

performance. 

This result was justified by the World Competitiveness Yearbook, 2009, which showed 

that Jordanian companies have had stable financial performance for the last few years. 
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However, there are increasing criticisms that the financial performance measurement 

system relies solely on performance measurements, which are focused on internal and 

historical aspects rather than having external focus and being future-oriented. In 

addition, previous studies have pointed out that the role of short-term financial 

performance measurement systems have been undermined by rapid changes in 

technology and competitive business environment (Chenhell & Langfield-Smith, 2007; 

Johnsen & Kaplan, 1987), and organizational performance should also be evaluated on 

nonfinancial performance measurements which are considered as leading indicators to 

future financial performance. In the current study, market performance indicators. 

Jordanian services companies ranked market performance highest, after financial 

performance, with mean value of 4.56, which indicates market performance was rated 

above average. In addition, the qualitative results rated the market performance in the 

second rank after financial performance. However, the relatively low market 

performance level among Jordanian service companies could be a result of the dynamic 

actions that have been taking place in the Jordanian market, making the process of 

estimating a firm’s market performance difficult, costly, and time consuming. These 

findings from the present study are in line with that of some previous studies (Guilding 

& McManus, 2002; O'Connor & Cheung, 2007) and contrasted with other works on 

accounting technique usage, such as that of Lord, Shanahan and Nolan (2007) who 

found that customer accounting technique usage was below the midpoint on a 7-point 

Likert scale, and that of Cadez (2006) who found that two out of three customer 

accounting techniques measured below the midpoint on a 7-point Likert scale. Their 

research design may explain the reasons for their findings. There are also other strategic 

management accounting studies that contrasted the current study's findings (Guilding, 

1999; Gualding et al., 2000). However, the potential explanation is that over the last 

decade, service companies had started to appreciate the usefulness of SMA information 

for strategic decision making purposes. Also, the study findings showed that accounting 

information has definitely made progress. Generally, the results of the present study 

leads to conclusions about the reality of SMA usage in Jordanian service companies, 

which previous studies had failed to discover.  

SMA information usage has been hypothesized to have significant and positive effects 

on customer-based performance. Several reasons can justify these insignificant results. 

First, as noted by the low mean value, customer-based performance among Jordanian 

service companies is low compared with financial and market performance. 

Furthermore, the insignificant results could be justified by looking at the weak 

correlations between customer-based performance and SMA information dimensions, 

namely analysis of customer profitability, analysis of lifetime customer profitability, 

customers valuation, and customer retention was not significant. This insignificant 

relationship could be the result of weak correlations as indicated by Cohen's rule (1988). 

The theoretical justification behind the insignificant results might be because of the 

unclear nature of the relationships between usage of the non-financial information and 

performance. The majority of previous studies still consider this relationship as an 

ambiguous relationship (Bainis & Langfeld-Smith, 2003). The majority of previous 

studies supported the notion of such a relationship. Another justification regarding such 

a result is that the application of strategic MAI is not a condition related to outstanding 

performance; but, outstanding performance is a product of the suitable implementation 

of SMA given suitable contingent factors (Cadiz & Gailding, 2008). 
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5.  Implications 

The current study’s theoretical contributions offer a significant advancement on the 

current SMA information systems literature. The operationalisation of SMA is another 

important issue that has been neglected in previous studies; not to mention that too few 

instruments of measurement are available with no development being notified in the 

literature regarding such issue. 

 Moreover, these instruments of measurement were developed in the literature to 

determine customers accounting techniques rather than SMA information usage. To 

date, the best measurement scale has been developed by Guilding and McManus (2002). 

However, its weakness was that customer’s accounting techniques were measured by 

one single question, which could possibly cause bias in the measurement scale 

(McManus & Guilding, 2008). Apart from that, it was focused on techniques rather than 

information usage. Thus, it could not give a valid and clear measurement. On this point, 

the findings of the current study have contributed to the existing body of the knowledge, 

particularly on how SMA can be conceptualised and operationalised within the service 

industries environment. 

Furthermore, another theoretical contribution of the present work is related to the 

inclusion of the performance consequences of SMA information usage. So far, little 

empirical evidence has been presented about SMA information usage and its association 

with company’s performance. The findings of the current research provide some 

evidence that the information from SMA usage has a positive impact on non-financial 

and financial performance. Consequently, the current study provides empirical evidence 

to support the link between SMA information usage and organizational financial and 

non-financial performance within the Jordanian context in its service companies. 

Therefore, findings of the present work help service company management understand 

the significance of AI for strategic decision making. Alternatively, the practical 

implications of the present work, most accounting  and management academics  

consider  the  practical implications as a vital  thing that  academic  and scholar research 

identifies its relevance and implications to practice. Thus, the current paper presents 

such implications and its usefulness for practitioners, primarily top management of 

service sector. 

6.  Conclusions 

There has been no single previous study in the accounting literature, that investigated 

the components of SMA dimensions, the level of their usage, and their impact on 

company’s performance. The present work has made a distinctive contribution that 

might be added to the body of literature regarding the impact of SMA on the financial 

performance of Jordanian service companies. This study provides results revealing the 

SMA level in service companies in Jordan that is high in general. This work revealed 

there is empirical evidence showing the independent variable effect of an SMA on 

companies’ performance. The current study demonstrated that SMA might be provided 

to Jordanian service firms with distinctive strategic information that underpinned the 

development of their market strategy and improved their company’s performance. The 

strategic SMA elements that affect the company performance of service companies, and 

thus deserve to have more attention are customer profitability analysis, analysis of 

lifetime customer profitability, valuation of customers, analysis of customer equity, and 

analysis of customer retention. Thus, the firms should recognize the powerful effect 

SMA may have on company performance. 
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The current work tested a research model that is conceptualized as the impact of SMA 

on Jordanian service companies’ performance. The research could find that the selected 

SMA impact on performance might be used as a reference by two groups of people to 

improve the  quality of their financial performance. These groups are companies’ 

managers and decision makers in the relevant regulatory authorities. It could help both 

groups to strategize about improving financial performance in firms by controlling the 

selected characteristics, and hence help service company management to understand the 

importance of accounting information for strategic decision making. 
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