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Abstract 

 This study aimed to invesƟgate the level of cost accounƟng (CA) implementaƟon in small- and 

medium-sized enterprises (SMEs). CA is a management accounƟng tool whose applicaƟon in 

small companies has always been difficult. Nevertheless, academicians and pracƟƟoners 

recommend CA implementaƟon in SMEs, especially because of the deep market instability, 

compeƟƟve pressure, and margin erosion that have occurred following the COVID-19 pandemic 

and 2022 European war scenario. Company size influences CA implementaƟon; however, it is not 

the only influencing factor and perhaps not even the most important. To invesƟgate the bar riers 

to the adopƟon of CA and which condiƟons or acƟons can remove these bar riers, leveraging 

from the conƟngency theory, a quesƟonnaire was sent out in July 2022 to limited liability SMEs 

operaƟng in the manufacturing, construcƟon, and distribuƟon macro-sectors in Verona and 

Vicenza provinces (Italy). Respondents answered a set of quesƟons regarding CA implementaƟon 

in their SMEs as of July 2022. Using a mulƟvariate regression model to analyze data from the 120 

quesƟon naires received, we found that lack of resources, limited training and skills, firm age, 

and the presence of the founder in the firm had a negaƟve influence on CA implementaƟon in 

SMEs. The low level of CA implementaƟon was also associated with its supposed inefficiency, 

uselessness, and unsuitability for business. The effect of company size on CA implementaƟon 

was not staƟsƟcally significant. Despite this study’s limitaƟons regarding the sample and period 

considered, we believe that it contributes to both academic debates and pracƟce by illustraƟng 

the limiƟng factors and ways in which CA implementaƟon can be fostered in SMEs in turbulent 

years.  

Keywords Cost accounƟng · SMEs · Management accounƟng · ConƟngency theory  

Introduc on  

Cost accounƟng (CA) is a management tool that has always had just a moderate diffusion in 

small- and medium-sized enterprises (SMEs) compared to large firms (Lòpez & Hiebl, 2015). 

Notwithstanding, scholars, pracƟƟoners, and firms agree on the benefits of its adopƟon; in many 

companies, this tool remains an unknown or “one of the next things” to do or improve upon 

(Brierley, 2011). Indeed, the gap between the theory (that is, the textbooks that recommend a 

decision-rele vant approach to cost analysis for pricing decisions (Perren & Grant, 2000) and 

pracƟce (that is, empirical research that has consistently suggested that such an approach is not 

widely used in pracƟce) is called “the reality gap” (Lucas & Raf ferty, 2008). It follows, therefore, 

that for many SMEs, the knowledge of produc Ɵon cost to support business decisions (Nayak & 

Greenfield, 1994), which should be periodically updated according to changes in economic and 

market condiƟons, remains uncovered or only parƟally addressed, as a larger proporƟon of SMEs 

do not allocate overhead costs to product costs or do it using a lower number of overhead rates 
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(Brierley, 2011). Indeed, some research suggests that small busi nesses acquire effecƟve 

informaƟon and control through informal means and that very small firms lack what are 

convenƟonally referred to as formal systems (Per ren & Grant, 2000; Dyt & Halabi, 2007). 

The origin of this situaƟon is perhaps deeply rooted in the posiƟve trends recorded for many 

decades by firms, the compeƟƟon not being too aggressive, the number of resources required 

for CA implementaƟon, and the stability of the economic scenario (Lohr, 2012). Indeed, many 

SMEs complain about limited budgets (in absolute value) that do not meet the requirements for 

CA implementa Ɵon, low familiarity with the tool, inadequate knowledge and skills, and a scarce 

culture of control (Mitchell & Reid, 2000; Umeji & Obi, 2014). Resource poverty is typical in SMEs 

because small businesses are not liƩle big businesses, as Welsh and White have observed (1982).  

Moreover, the characterisƟcs of CA implementaƟon—cost objects, cost pools, values used 

(standard versus actual), cost method (variable or full cosƟng), allo caƟons to cost objects, 

double bookkeeping method, and extra-accounƟng—vary considerably among SMEs (Reid & 

Smith, 2000). It has been observed that con Ɵngent variables, such as decision-making style, 

organizaƟonal structure, envi ronment, IT, internaƟonal compeƟƟon, and external events 

(including economic shocks and financial crises), shape management accounƟng systems and CA 

accordingly (Gordon & Miller, 1976; Jones, 1985; Xiao et al., 1996; Brignall, 1997; Reid & Smith, 

2000; Messner, 2016; Otley, 2016). 

The recent COVID-19 pandemic and European war have had a profound impact on the economic 

and social context of individuals (Meyer et al., 2022) as well as on the operaƟon of companies 

(Linnenluecke, 2017; Kraus et al., 2020; Sharma et al., 2022), puƫng their resilience to the test 

(Roffia & Dabic, 2023). DifficulƟes in outlooks on market trends and customer behaviors have 

merged with the switch-off of in-person acƟviƟes, business disconƟnuiƟes (Breier et al., 2020), 

and shortages of components to raise prices and make Ɵmely product delivery difficult, 

producing a very turbulent situaƟon. In addiƟon, the high level of compeƟƟon, which has not 

reduced despite the events, has also made it dif f icult to increase prices in response to lower 

margins. How then do we calculate the “real” margins if CA is weak, obsolete, or even absent? 

How do we analyze and react in turbulent years?  

Over the past few years, SMEs, which are universally recognized as having remarkable speed, 

have realized how important a well-structured CA system is, especially in determining reliable 

and up-to-date product costs, redefining sales prices, seƫng up business negoƟaƟons with 

customers, and planning for future agility (Lòpez & Hiebl, 2015).  

Considering the events outlined above and the complex foreseeable future sce narios, this study 

aimed to determine the actual level of CA implementaƟon in SMEs and analyze the factors that 

may be responsible for the current level or its posiƟve evoluƟon in the future. In summary, the 

study aimed to answer the fol lowing quesƟons: What are the reasons for the non-adopƟon or 

limited adopƟon of CA by SMEs? What condiƟons could help SMEs to adopt CA tools? What 

could possibly increase CA use in SMEs in the near future?  

To answer these research quesƟons, a quesƟonnaire was sent to Veneto SMEs in the provinces 

of Verona and Vicenza in the late summer of 2022. For relevance and homogeneity, only 

manufacturing, construcƟon, and distribuƟon companies were selected. The quesƟonnaires 
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were addressed to the chief financial officers (CFO), members of boards of directors (BoDs), 

business controllers, and major ity shareholders, enquiring about CA implementaƟon in their 

company, reasons for absent or limited implementaƟon, and some demographic variables such 

as company size and involvement of the founder in the company’s acƟviƟes. Analyzing the 120 

valid quesƟonnaires received, we idenƟfied a few factors that influence the level of CA 

implementaƟon and others that can foster CA adopƟon in the future.  

Despite its limitaƟons, we believe that this study contributes to both the aca demic and 

professional debate on CA implementaƟon in SMEs in three ways. First, it underscores how 

resources and knowledge are important for the set-up and development of cost-control tools in 

SMEs. Second, it highlights the “liabil ity of age,” as older companies and those that had the 

founder sƟll acƟve in the management had less advanced CA tools. Third, it recognizes the 

importance of CA packages, compeƟƟve pressure, and lower margins as potenƟal future drivers 

of CA implementaƟon in SMEs.  

The paper is structured as follows: the “Literature Review” secƟon explores the literature and 

reports our research hypotheses. The “Research Methodology” sec Ɵon describes the 

parƟcipants, instrument, procedure adopted, and models involved. The “Findings” secƟon 

reveals our results, whereas the “Discussion” secƟon ana lyzes this study’s implicaƟons and 

checks the validity of the research hypothesis. Lastly, the “Conclusion, LimitaƟons, and Future 

Developments” secƟon concludes, addresses the study’s limitaƟons, and outlines some of its 

implicaƟons.  

Literature review  

Management and cost accoun ng in SMEs  

CA is a conscious and raƟonal procedure performed by accountants to accumu late costs and 

relate such costs to specific products, customers, or departments for effecƟve management 

(Layne & Rickwood, 1984). AccounƟng studies have disƟnguished between two broad categories 

of accounƟng: financial accounƟng (FA) and management accounƟng (MA). Unlike FA, MA is not 

mandatory for f irms and is intended to provide the management with suitable informaƟon for 

business decision making, improving business performance (Shields & Shelle man, 2016). Within 

the MA field of study, one of the most discussed tools among scholars is CA; however, interest 

in it is declining (Hopper & Bui, 2016).  

CA studies started to develop significantly and spread in the scienƟfic com munity over a century 

ago. However, from an empirical point of view, com panies have used CA for much longer; 

indeed, examples of producƟon cost calculaƟons can be found during the Renaissance in the 

United Kingdom, Italy, and other European countries (Garner, 1947). However, with the 

construcƟon of major industries, railway networks, and mass producƟon, this tool has found 

widespread and systemaƟc use in large companies. Its adopƟon occurred later in Italy than in 

Anglo-Saxon countries because Italy’s industrial development began later (during the second half 

of the nineteenth century) and progressed slowly thereaŌer (Cinquini et al., 2015; Ovunda, 

2015). CA pracƟces do not discourage the use of extra accounƟng tools; therefore, CA is devoid 

of the double entry balancing that characterizes financial accounƟng, even though the 

development of the technique has taken over, especially in larger organizaƟons. IniƟal studies 
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were rooted in the neoclassical theory; in contrast, the laƩer ones were mostly underpinned by 

the insƟtuƟonal (Tool, 1991; Ahmed & Scapens, 2000) and con Ɵngency (Scapens, 1994; Brignall, 

1997) theories. Nonetheless, a substanƟal gap exists between the models and tools proposed by 

scholars for cost and manage ment accounƟng and what companies use, and this has been 

addressed in the literature (Scapens, 1994; Gao, 2021). Even more evident is the gap that sƟll 

exists in the literature specifically regarding SMEs, since management and cost studies have long 

ignored the specificiƟes of this category of firms and perhaps also because this topic was not 

considered “fashionable” (Lòpez & Hiebl, 2015). 

The main theories underpinning management and cost accoun ng 

The conƟngency theory is probably the most recognized theory underpinning MA and CA studies 

(Gerdin & Greve, 2004). IniƟal studies on MA were grounded in the neoclassic theory of the firm, 

which was not originally intended to be an explanaƟon of the behavior of managers within firms 

(Scapens, 1994). Other relevant theories that have underpinned studies on MA are the agency 

theory (Baiman, 1990; Tiessen & Waterhouse, 1983), the transacƟon cost economics theory 

(Spicer & Ballew, 1983), and the insƟtuƟonal theory (Powell & DiMaggio, 1991). The agency 

theory supports the implementaƟon of CA and MA to monitor and control agents’ behavior, 

which requires a flow of informaƟon from the relevant enƟty to the principal (Reid et al., 1999). 

The insƟtuƟonal theory views accounƟng pracƟces as insƟtuƟonalized rouƟnes that enable 

organizaƟons to reproduce and legiƟmize behavior and achieve organizaƟonal cohesion, 

enabling decision making in a complex and uncertain world (Scapens, 1994; Hopper & Bui, 2016). 

According to this theory, accounƟng is used by organizaƟons to proj ect an appearance of raƟonal 

pracƟce toward their social environment and thus maintain the support necessary for their 

survival (Perren & Grant, 2000). MA and CA are tools that support conscious business decision 

making (Tool, 1991; Scapens, 1994; Ahmed & Scapens, 2000). The conƟngency theory of MA has 

its roots in the 1970s when it was used to explain the varieƟes of MA pracƟce (Otley, 2016); this 

was also confirmed more recently in two studies by Reid and Smith (1999) and Reid et al. (1999) 

using data obtained from Scotland. In fact, in the same period, different companies used very 

different MA sys tems, the last system being influenced by both tradiƟonal conƟngent factors, 

such as firm size, economic environment, business sector, industry, culture, strategy, 

organizaƟonal issues, etc., and external influences, leading the organizaƟon to change and adapt 

its management control system (MCS) (Messner, 2006). In addiƟon, SMEs, as observed by Perren 

and Grant (2000), are considerably influ enced by their owner/manager’s business “micro-

world,” especially regarding decisions related to their MA rouƟnes, making it even more complex 

to com pletely understand the factors influencing these choices.  

Cost accoun ng tools, enterprise resource planning systems, and the research gap  

CA is one of the components of the MCS of a company (Malmi & Brown, 2008; Ferreira & Otley, 

2009). Usually, it is possible for companies to change or adapt just one component of their MCS 

without replacing the whole system. More recently, CA pracƟces have benefited from their 

implementaƟon in companies that have integrated enterprise resource planning (ERP) systems 

and can manage business informaƟon in a coordinated and consistent way (Jenson & Johnson, 

1999; Keong et al., 2012). Since the 1990s, ERPs have given impetus, parƟcu larly in large 

companies that were their iniƟal target, to wider informaƟon shar ing as well as widespread 
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implementaƟon of best pracƟces on internal controls inside the company (Katuu, 2020), 

including CA, which was one of the package components (Malmi & Brown, 2008). In the following 

years, soluƟon providers focused on developing ERP soluƟons for medium- and small-sized 

companies, with growing success (Buonanno et al., 2005).  

Although SMEs consƟtute an important segment of all economies, research on CA 

implementaƟon in SMEs remains substanƟally limited (Lohr, 2012; Armitage et al., 2016), and 

only in recent years have a few arƟcles addressed this topic, reducing the research gap (Ulrich & 

KraƩ, 2021; Marius et al., 2012; Lòpez & Hiebl, 2015). Micro-, small-, and medium-sized 

enterprises consƟtute the back bone of the Italian as well as the global economy, numerically 

represenƟng (in both cases) over 90% of companies and employing more than 50% of the work- 

force (World Bank, 2021; EU Commission, 2020). To address CA implementaƟon in SMEs, it is not 

sufficient to downsize studies on large firms because they have different behaviors and business 

models (Miller et al., 2021), as the European Commission (2020) has recognized. Unlike large 

firms, wherein MA and CA are mostly used to reduce agency costs between managers (agents) 

and owners, SMEs use MA and CA primarily to facilitate business decisions and organiza Ɵonal 

development, which, if it is to be done properly, requires adequate informa Ɵon (Shields & 

Shelleman, 2016; Marius et al., 2012). Scholars and pracƟƟoners have recognized that the 

informaƟve usefulness of the effecƟve implementaƟon of CA remains a paradox with liƩle 

interpretaƟon (Jansen, 2018). Since the level of CA implementaƟon is sƟll low in SMEs (Biadacz, 

2022; Cinquini et al., 1999; Hopper et al., 1999; Imo & Chukwu, 2022; Jansen, 2018), we would 

like to con tribute to the analysis of this paradox. However, it is not the only dystonia in the f ield 

of CA, as the ABC paradox also remains valid, at least in Italy (Cinquini et al., 2015), because of 

the ambiguity between the perceived benefits of ABC and its low adopƟon rate by firms.  

Unfortunately, research on MA and CA has been dominated by the study of current pracƟces in 

leading large-scale Western and Japanese companies (e.g., Anderson, 1995; Cooper, 1989; 

Kaplan, 1994); this is probably because such f irms have the resources to develop new or 

advanced techniques (Mitchell and Reid, 2000), including acƟvity-based cosƟng and target 

cosƟng (Reid et al., 1999; Lòpez & Hiebl, 2015; Gosselin, 2007). This study aimed to fill this gap 

by analyzing the level of adopƟon of CA by SMEs and idenƟfying which factors hinder or foster 

its adopƟon in light of the changes that have originated from the COVID-19 pandemic and the 

Russian war. We also analyzed the influence of company age and the presence of the founder in 

the organizaƟon on CA imple mentaƟon in SMEs; to our knowledge, this has not yet been 

invesƟgated by the literature.  

Influence of the turbulent years following COVID-19 and the Russian war on CA 

implementa on  

Given that events such as the COVID-19 pandemic and the 2022 European war consƟtute a 

potenƟal element of change (Sharma et al., 2022) and given the development of new business 

pracƟces and implementaƟon of new accounƟng tools, as the conƟngency theory suggests (Reid 

& Smith, 2000), a survey on CA is now parƟcularly interesƟng (Luƞi et al., 2022). In fact, because 

modern ERP systems have considerably lowered the threshold of investment required for their 

implementaƟon (Muscatello et al., 2003; Kanchana & Sriranjini, 2018) and these systems oŌen 

incorporate a specific module for CA, it has become par Ɵcularly interesƟng to understand how 
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many impulses of their implementaƟon have arrived in recent years. What emerges is a potenƟal 

double effect produced by the environmental turbulence and instability of markets that have 

arisen in these turbulent years. Indeed, due to their direct effect on CA adopƟon, which we 

expect has grown compared to previous years, we suspect that there is also an indirect one, 

originaƟng from ERP system implementaƟon. The importance of management informaƟon 

systems and the integraƟon of informaƟon through ERP systems in support of business decisions 

in the context of SMEs is widely recognized (Raymond & Magnenat-Thalman, 1982). The recent 

COVID-19 pan demic has driven many SMEs to reconsider their tradiƟonal reluctance to adopt 

ERP systems because they now need to strengthen their digitalizaƟon and orga nizaƟonal 

resilience (Luƞi et al., 2022; Roffia & Mola, 2022; Skouloudis et al., 2020). Because ERP systems 

and CA are undoubtedly part of the organizaƟonal structure that influences strategic, capital, 

and learning resilience, an improve ment in CA will have a huge impact on SMEs’ survival (Ates 

& BiƟtci, 2011; Bhamra et al., 2011). However, concerning the growing importance of ERP sys 

tems, it should be noted that many SMEs sƟll use or plan to use CA systems that are not based 

on double bookkeeping methods but rather on spreadsheets and stand-alone soŌware tools. 

Despite the absence of a square, this second method of CA is probably the most widely used in 

SMEs and thus represents the status quo from which to evolve. The evoluƟon of CA requires the 

presence of spe cific management control skills, which are oŌen limited or even absent, in the 

company. Knowledge and skill are important if we consider the usefulness and opportuniƟes for 

the CA resulƟng from the developments of informaƟon systems that include tools for data 

analyƟcs and process mining (Wang, 2022). So, con sidering both methods of CA (the one based 

on double-entry bookkeeping and the other based on the use of extra-accounƟng simple 

spreadsheets), what is their degree of implementaƟon in SMEs?  

Research ques ons and hypotheses  

This study empirically evaluated the validity of certain factors in influencing CA implementaƟon 

in SMEs to ascertain whether, eventually, some other internal or external factors could foster its 

implementaƟon. This analysis was performed in light of the turbulence of the new compeƟƟve 

market scenarios that arose aŌer the COVID-19 pandemic and the Russian War. First, what can 

these factors be?  

The first group of factors influencing CA implementaƟon include the company size and macro-

sector of acƟvity. With a few excepƟons, the size of a company— which is a synthesis of many 

other aspects, such as the availability of qualified managers, the culture of control, and the trust 

that the company has built on the territory—could be a limiƟng factor in the implementaƟon of 

CA tools (Cinquini et al., 2015). Most scholars agree that larger SMEs should have higher levels 

of CA implementaƟon and sophisƟcaƟon (Brierley, 2011), but some scholars hold a different 

opinion on this issue, e.g., Becker et al. (2011) found company size to have no influence on MA 

adopƟon in German SMEs. This is also reflected in the adopƟon of sophisƟcated CA systems 

(Biadacz, 2020; Lavia López & Hiebl, 2015) and more advanced cost calculaƟon techniques, such 

as ABC, Kaizen cost ing, and Target cosƟng, by large firms. In contrast, the increased use of CA in 

most capital-intensive businesses, such as railways, ship and aircraŌ manufactur ers, mining, and 

other large manufacturing companies, over the last two centu ries (Cinquini et al., 2015) suggests 

a potenƟal influence of the macro-sector of acƟvity (i.e., manufacturing) on CA implementaƟon. 

In summary, based on the abovemenƟoned consideraƟons, we formulated the first hypothesis.  
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Hp1 Company size and macro-sector of acƟvity influence CA implementaƟon.  

Two other factors that could influence CA implementaƟon in SMEs are the “seniority” of the 

company (firm age) and the presence of the founder in the company. Regarding firm age, on the 

one hand, more years of acƟvity should stabilize the control process within an organizaƟon, thus 

favoring the adopƟon of tools such as CA, key performance indicators (KPIs), and economic 

budgets; on the other hand, more years of acƟvity makes past habits chronic and reduces the 

desire for change and the likelihood of adopƟng innovaƟve managerial pracƟces like the 

implementaƟon of the CA packages available in ERP systems (Luƞi et al., 2022). While, according 

to certain studies, the presence of the founder in an organizaƟon clearly contributes posiƟvely 

to company performance (Adams et al., 2009), product development, and customer 

relaƟonships, it is almost unclear whether it contributes to CA pracƟces and requires further 

study. The contribu Ɵon of the founder, regardless of their experience and skill, is “naturally” 

more oriented on product and business development than on control, this is a typical managerial 

prerogaƟve that is limited by the nature and characterisƟcs of the SME. In light of these 

consideraƟons, we posited the second hypothesis. 

Hp2 Firm age and the presence of the founder in the company exert a negaƟve influ ence on CA 

implementaƟon.  

CA, in SMEs, plays a key role in the planning and control processes by sup porƟng analyses aimed 

at assessing the profitability of the products and services offered as well as right decision making 

(Drury, 2018). An increase in compeƟ Ɵve pressure usually leads to a reducƟon in profitability, 

resulƟng in the need to implement more aggressive trade policies. In these contexts, the use of 

CA allows for the measurement of the commercial efforts safeguarding the survival of the 

company. Avoiding the sale of products at a loss and in any case, making this decision while being 

conscious of the consequences is a fundamental managerial objecƟve that we can entrust to CA. 

Therefore, it is expected that companies with more compeƟƟve pressure are also the ones most 

eager or forced to implement CA (Hopper et al., 1999; Lohr, 2012). Regarding company 

performance, scholars have pointed out the higher profitability of SMEs which are adequately 

supported by CA and MA (Uchegbu et al., 2021; Imo & Chukwu, 2022). This influence of MA 

tools, parƟcularly CA systems and strategic MA tools, has been proven in both manufacturing 

and service companies (Alvarez et al., 2021; HariyaƟ et al., 2023). The opposite is also likely the 

case, that is, companies with high perfor mance are also the ones that invest more in CA, which 

we remember being a very useful pracƟce but sƟll entailing a burden. Financial performance can 

therefore be a funcƟonal element to overcome expenditure fears and build a solid control model. 

In light of the above consideraƟon, we formulated the third hypothesis.  

Hp3 CompeƟƟve pressure and financial performance are associated with high levels of CA 

implementaƟon. 

As previously reported, most of the studies on CA are based on large firms, probably because it 

was implicitly believed that it is unlikely for SMEs to have the experƟse or resources to develop 

significant breakthroughs or innovaƟons and therefore realize significant advancements. Over 

the years, the limited resources available for this form of control and the oŌen-lacking 

knowledge of the tool by SME staff limited CA adopƟon (Mitchell & Reid, 2000; Umeji & Obi, 

2014) and encouraged the development of simple customized CA models instead. This is at least 
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what has happened in most European and North American countries, with only a few excepƟons 

such as was reported by Hopper et al. (1999) regarding some Japanese SMEs. EffecƟve cost 

management is a compeƟƟve advantage for any company that has become even more relevant 

in today’s economy which is characterized by great instability and turbulence in main markets. 

To raƟonally and effecƟvely manage resources and costs, reliable producƟon costs are funda 

mental as they are the basis for business decision making, planning and control processes, and 

performance management (Biadacz, 2022). AddiƟonally, even with the availability of the 

necessary know-how and skilled personnel, the use of CA could be made difficult by the absence 

of material and financial resources to support it. CA sƟll requires people and tools (in addiƟon to 

managerial exper Ɵse), oŌen in overabundance depending on the company’s size, despite the 

ben efits of the CA tools (or packages) available inside ERP systems. Over Ɵme, ERP systems have 

proporƟonally required lower investments and fewer people, thus lowering the threshold of 

entry for SMEs (Muscatello et al., 2003). Based on the abovemenƟoned consideraƟons, we 

posited the fourth hypothesis.  

Hp4 Resources, know-how, skills, and training are limiƟng factors for CA implementaƟon. 

To correctly address the decision to implement CA, we decided to consider another factor that 

we believe is strongly Ɵed to the decision maker’s (entrepre neur, director, controller, etc.) 

subjecƟve percepƟon of CA implementaƟon in SMEs—the perceived uƟlity of the tool (or on the 

contrary, its usefulness). The less important its uƟlity is perceived to be, the more CA will be 

discouraged or not implemented. This has already been proven in the case of ERP and IT tech 

nologies, using the TAM and UTAUT models (Venkatesh et al., 2003; Amoako Gyampah & Salam, 

2004; Roffia & Mola, 2022), which stressed the importance of the percepƟon of a tool’s uƟlity 

and efficiency as key drivers of its adopƟon. In light of the above consideraƟon, we formulated 

the fiŌh hypothesis.  

Hp5 CA can be considered an inefficient and/or ineffecƟve tool by SMEs.  

While it is important to analyze the factors that have led to the current state of CA 

implementaƟon, it is equally important, given the theoreƟcal and pracƟ cal implicaƟons, to 

idenƟfy potenƟal factors (either new opportuniƟes or barrier removal) that will increase CA 

implementaƟon. Candidates for this analysis included some of the limiƟng factors previously 

considered, such as the avail ability of skills, knowledge, and training. Analyzing previous studies 

on ERP systems (Buonanno et al., 2005; Muscatello et al., 2003), we found that the avail ability 

of CA packages could remove an important economic barrier as well as compeƟƟve pressure and 

that aƩenƟon to cost control could moƟvate efforts toward CA implementaƟon and 

development. Based on these consideraƟons, we formulated the sixth and final hypothesis.  

Hp6 Availability of knowledge, skills, and training; high compeƟƟve pressure; accessibility of CA 

packages; and aƩenƟon to cost control could remove barriers to CA implementaƟon and even 

boost it.  

Research methodology: instruments, par cipants, and procedure  

To answer our research quesƟons, a quanƟtaƟve study was carried out based on a quesƟonnaire 

addressed to manufacturing, construcƟon, and distribuƟon com panies operaƟng in the Veneto 
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region, in the provinces of Verona and Vicenza. According to the Italian InsƟtute of StaƟsƟcs 

(ISTAT), in 2019, these two prov inces in the Veneto region were at the top in terms of per-capita 

number of firms, value of exports, and employment rates in Italy. They were acƟve in the 

manufac turing, construcƟon, and distribuƟon macro-sector, with 5,421 limited liability SMEs 

employing around 167,000 workers. These SMEs accounted for more than 90% of the limited 

liability companies acƟve in this area, employing more than 50% of the workforce, not unlike the 

rest of the world. These firms represent a homogeneous subset of Italian SMEs that is “suitable” 

for research purposes (De Massis et al., 2013).  

We are aware that our results would have had greater validity and extensibility if we had goƩen 

a more representaƟve sample of the universe of SMEs and reached more respondents including 

companies from other geographic areas (and other coun tries) and sectors. We plan to overcome 

these limitaƟons in the future by removing Ɵme constraints on data collecƟon and acquiring new 

business contacts. 

 Based on the definiƟon of SME adopted by the European Union and for sim plicity and 

homogeneity with internaƟonal comparison, we idenƟfied SMEs using only the requirement 

regarding employees and leaving out the simultaneous use of sales revenues and total balance 

sheet assets. Data collecƟon started in July 2022 and ended in October 2022. We asked SMEs 

about their CA implementa Ɵon, the reasons for non-adopƟon, and some demographic data.  

We conducted a preliminary phase of data collecƟon by interviewing two BoD members to 

gather informaƟon regarding our topic and assess our online ques Ɵonnaire (Woodside & Wilson, 

2003). We idenƟfied a set of statements to which respondents had to answer using a 5-point 

Likert scale (1: totally disagree, 5: completely agree). Each statement was associated with a 

variable in order to limit the overall number of statements and raise the response rate. The 

variables considered are listed in the Appendix. We contacted about 5,000 SMEs, fulfilling our 

requirements in terms of legal form, status (in business), geographical area, and size. The 

invitaƟon was addressed to CFOs, members of BoD, and major ity shareholders (depending on 

our contacts) or the company controller because these were the individuals most qualified to 

discuss CA.  

The quesƟonnaire indicated the purpose of the research and gave instrucƟons on how to 

respond. A total of 156 responses were received, but aŌer removing duplicates to ensure 

homogeneity with respect to the study purpose and our target companies, 120 quesƟonnaires 

remained. Manufacturing companies (European NACE code = C macro-sector) accounted for 106 

responses, building and con strucƟon companies for 3 responses (NACE code = F macro-sector), 

and distribu Ɵon companies for 11 responses (G macro-sector). Small firms (those with 10 to 29 

employees) accounted for 42% of our sample, companies with 30 to 49 employees were 24 in 

number, and companies with 50 to 249 employees were 45. We addressed potenƟal non-

response bias in our sample companies compared to SMEs acƟve in our reference area by 

comparing the responses of the first and last respondents; we found non-significant staƟsƟcal 

differences.  

Considering our literature review and supported by our preliminary interviews, we idenƟfied five 

potenƟal factors as negaƟvely influencing CA implementaƟon in SMEs: (1) lack of resources; (2) 

lack of knowledge, skills, and training; (3) inefficiency of the tool; (4) skepƟcism regarding the 
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usefulness of the tool; and (5) inadequacy of the tool in business acƟvity. All of them were 

evaluated using a 1 to 5 Likert scale.  

Lack of resources, above all, was a serious limiƟng factor for the implementa Ɵon of CA in the 

SME context, as the CA tool requires both material and personnel investments, which are oŌen 

proporƟonally reduced because of the limited size of the company.  

The second factor—lack of knowledge, skills, and training—is linked to the “man agerial side” of 

the company. SMEs are oŌen limited in terms of finance and control funcƟons for various 

reasons, including scarcity of professional management and just being more focused on the 

product and sales network.  

Further, the CA tool could be considered an inefficient tool by SMEs, usually because of the high 

level of resources required and the availability of other sources of cost informaƟon (machinery 

resellers, suppliers, compeƟtors, consultants, etc.).  

Similarly, as the fourth factor, SMEs could believe that CA is not useful because of their size and 

the complexity associated with the tools or, more simply, because the instruments and 

informaƟon provided by CA are not well known. TradiƟonally, SMEs distrust CA, and this has, for 

many years, delayed its implementaƟon.  

Lastly, SMEs could delay or limit their investments in CA tools due to their busi ness acƟvity, 

believing that in their case, the cons outweigh the pros.  

Following our literature review and considering the potenƟal influence of both compeƟƟve 

pressure and financial performance on CA implementaƟon, we addiƟonally considered, for our 

analysis, two specific variables to measure these effects. We evaluated compeƟƟve pressure by 

asking respondents to report their perceived level of pressure using a 5-point Likert scale. 

Regarding the financial performance of SMEs, we used self-reported measures of performance, 

parƟcularly the return on asset (ROA) raƟo (measured by dividing EBIT—earnings before 

interests and taxes—by total assets, 7-point scale), ROA raƟo compared to compeƟtors (5-point 

scale), and liquidity (5-point scale), which we inserted into our analysis as a single variable 

(PERFFIN). The Cronbach Alpha of these three variables was greater than 0.8, supporƟng this 

choice. Finally, we included some context variables, such as company age, involvement of the 

founder in management, and the size of the company in terms of sales turnover because of their 

potenƟal influence in our SME context (Roffia et al., 2021). Company age referred to the years 

from foundaƟon to 2022, whereas the presence of the founder in management was measured 

using a dummy variable (0: no, 1: yes). Regard ing company size, we decided to use the natural 

logarithm of the sales turnover as in other studies. Lastly, we invited respondents to indicate, 

through notes, any further helpful informaƟon regarding company size, acƟvity, or changes that 

occurred recently. 

To broaden the scope of our analysis, we also decided to ask respondents which drivers, in their 

opinion, could foster CA implementaƟon in SMEs. We idenƟfied f ive potenƟal factors as follows: 

(1) margin reducƟon; (2) high compeƟƟve pres sure; (3) availability of soŌware packages for CA; 

(4) availability of knowledge, skills, and training; and (5) cost control requirements. Margin 

reducƟons and high compeƟƟve pressure are two trends that, over the last 30 years, have 
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interested many economic sectors, regardless of the size of the companies. We expect that over 

the next few years, more SMEs will face these difficulƟes and therefore decide not to improve 

their CA. The availability of soŌware packages for CA could reduce the efforts required for its 

adopƟon, lowering the investment and realizaƟon Ɵmes. The lack of resources, skills, and 

training, as observed in terms of the actual level of CA implementaƟon, consƟtutes a serious 

limiƟng factor for the implementaƟon of CA, and the reducƟon of this lack can boost new 

investments in companies. Similarly, the same effect can arise from new top management 

requirements in terms of higher cost informaƟon quality provided by finance and controlling 

funcƟons.  

The analysis used to answer the research quesƟons was based on mulƟvariate ordinary least 

squares regressions, where the dependent variable was the level of CA implementaƟon 

(CA0IMPL), and the explanatory variables were those previ ously menƟoned. In our model, 

potenƟal endogeneity for reverse causality issues could be substanƟally excluded because the 

explanatory variables considered exert their effect on CA implementaƟon only aŌer a certain 

period and because CA implementaƟon (or its improvements) is a long and complex process that 

requires Ɵme to be realized, usually many months. This way, we ensured a lag between the 

independent and dependent variables. Financials were considered in relaƟon to compeƟtors and 

with reference to previous years because of the delay in the availability of data. Other 

consideraƟons regarding this issue are included in Sect. 5.1 which deals with the robustness of 

results.  

Figure 1 shows the Ordinary Least Square (OLS) regression model of this project. We also used 

summary staƟsƟcs to analyze single variables, accounƟng for frequen cies from respondents in 

various sub-sets of data. The variables used are listed in Table 1. 

 

Fig. 1 OLS Regression model  
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Table 1 DefiniƟon of variables  

 

 

 

Findings  

Table 2 shows the descripƟve staƟsƟcs of the variables considered in this study, including 

minimum, maximum, mean, and standard deviaƟon. 

 The data obtained in July 2022 in Italy, more than two years aŌer the outbreak of the COVID-19 

pandemic and aŌer half a year of economic shocks arising from the 2022 European war, showed 

a discrete implementaƟon of CA by our sample compa nies (CA0IMPL mean = 3.7), with a 

significant standard deviaƟon (1.0). 

 The sample SMEs, 41% of which had between 10 and 19 employees (S1SIZE), had an average 

sales turnover of 18.8 million euro (LNSALES mean 15.8, std. dev. = 1.5). They were acƟve on 

average from 1981 (YOLD has a mean age of 41.2 years in 2022), and 60% of them had their 

founder acƟve in management (FOUNDER). CompeƟƟve pressure (COMPPRES) had a mean value 

of 3.8 over 5, with a standard deviaƟon of 0.9. Financial performance had a mean value of 3.9 

over 5.666 (the PERFFIN value was the mean of 3 variables; one was answered using a 7-point 

Likert scale, and the other two were answered using a 5-point Likert scale; the range of this 

variable was between 1.333 and 5.666). Approximately 27.5% of our sample SMEs indicated lack 
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of resources to be their reason for not implemenƟng CA (CA0NORES); 29% indicated a lack of 

know how, skill, and training (CA0NOKNOW); 10% indicated that they considered CA to be an 

inefficient tool (CA0INEFF); 9% indicated that they considered CA to be non-useful in general; 

and 3% considered CA to be useless for their specific SME (CA0NOFORACT). 

We also analyzed CA implementaƟon (CA0IMPL) using two different cat egorical sets of 

respondents: (1) manufacturing versus non-manufacturing com panies and (2) small versus 

medium companies. Despite the differences in means between the groups, the t-test (p < 0.01) 

did not show staƟsƟcally significant dif ferences between the datasets.  

Table 2 DescripƟve staƟsƟcs (120 observaƟons  

 

 

Table 3 shows the correlaƟon matrix between the variables used in the linear regressions 

referred to in Table 4. The significant correlaƟons (p < 0.05) observed indicate some associaƟons 

between CA implementaƟon (CA0IMPL) and the variables previously illustrated; however, they 

did not exceed 0.4. There is only one case in which the value exceeded 0.5, and that is the 

correlaƟon between company age and the involvement of the founder in the management of 

the orga nizaƟon (0.57, p < 0.01). T 
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Table 4 reports the results of the regression analysis performed regarding CA implementaƟon 

(CA0IMPL) as an output variable. The analysis proceeded in successive steps, with addiƟonal 

explanatory variables inserted into the model to increase its goodness of fit which is expressed 

by the R2 value and the associated F-test. Therefore, in Column 1, only the control variable 

LNSALES has been inserted; Column 2 includes the independent variables firm age (YOLD) and 

the involvement of the founder in the management of the organizaƟon (FOUND). Column 3 

includes the level of compeƟƟve pressure (COMPPRES) and finan cial performance (PERFFIN); 

finally, in Column 4, variables related to possible reasons for not having implemented CA are 

inserted into the regression. From the first column to the last, a progressive increase in R2 (from 

0.01 to 0.55) as well as F-tests (in the third column, the value is close to 16, p < 0.001) can be 
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observed. The adjusted R2 value is substanƟally in line with the above while modifying the 

number of regressors considered. The post-regression checks veri f ied the existence of the 

condiƟons for the validity of the model and, in parƟcular, the absence of heteroskedasƟcity, 

collinearity (variance inflaƟon factor), and the correct formulaƟon of the model. From the results 

in Column 4, the variables that were found to be significant and, therefore, affect CA 

implementaƟon were (the sign of the influence is indicated in the brackets): firm age YOLD (-), 

presence of the founder FOUND (-), compeƟƟve pressure COMPPRES (+), and financial per 

formance PERFFIN (+). All five potenƟal moƟvators of non-implementaƟon of CA considered as 

potenƟal explanatory variables were significant (p < 0.05) and had negaƟve effects as expected: 

lack of resources CA0RES (-) and knowledge CA0KNOW (-), inefficient tool CA0INEFF (-), and the 

usefulness of the tool, both in general CA0NOUTILITY (-) and in the specific context CA0FORACT 

(-). It is noteworthy that the size of the company (LNSIZE) did not have a staƟsƟ cally significant 

effect on CA implementaƟon and that manufacturing SMEs (C macro-sector) had a CA 

implementaƟon level staƟsƟcally similar to the others.  

 

Table 4. Results (robust standard errors) 

 

Robust standard errors are in parentheses *** p < 0.01, ** p < 0.05, * p < 0.1 1 3 132  
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Discussion of results  

Based on the aforemenƟoned results, research hypothesis 1 (Hp1) is not con f irmed: company 

size does not influence CA implementaƟon in SMEs. This is similar to reports by Becker et al. 

(2011) and Lòpez & Hiebl (2015), who only found behavioral variaƟons in large firms. This may 

also be due to progress in ERP systems adopted by SMEs, which have made CA modules available 

to smaller companies. Similarly, the macro-sector of acƟvity did not influence the level of CA 

implementaƟon; this is in contrast with findings by Brierley (2011) and Armitage et al. (2016). 

Lower barriers to the acquisiƟon of CA tools as well as to the development of CA models for 

construcƟon and distribuƟon companies could be responsible for these results.  

Conversely, Hp2, Hp3, Hp4, and Hp5, all of which concern the potenƟal influ ence of a wide set 

of explanatory variables on CA implementaƟon, are confirmed. In parƟcular, firm age (Hp2a), 

contrary to what was reported by Armitage et al. (2016), was not beneficial to CA 

implementaƟon; this highlights a sort of “liabil ity of age” for older SMEs, which tend to invest 

less in CA tools than younger SMEs. Start-up companies and young SMEs can be born ready for 

these forms of control. Similarly, the presence of the founder in the company (Hp2b) did not 

influence CA implementaƟon posiƟvely; this is probably because most found ers are more 

engaged in product improvement and market development than in controlling acƟviƟes. 

Conversely, compeƟƟve pressure (Hp3a) did posiƟvely influence CA implementaƟon in SMEs, 

similar to what was reported by Hopper et al. (1999) and Lohr (2012) concerning German SMEs, 

which had limited CA adopƟon when costs were higher than benefits and strong market 

posiƟons were reached without MA. High financial performance also had a posiƟve influence on 

CA implementaƟon (Hp3b), similar to reports by Hopper et al. (1999) and Shields and Shelleman 

(2016) in their studies on micro-SMEs. Unsurprisingly, a lack of resources, knowledge, skills, and 

training had a negaƟve influence on CA implementaƟon, similar to what was outlined by Brierley 

(2011) and Armitage et al. (2016) (Hp4). Lastly, as highlighted in the TAM and UTAUT theory (Ven 

katesh, 2003) regarding IT and ERP implementaƟon, a perceived lack of useful ness of CA and 

inadequacy of CA reduced the willingness of SMEs to implement it; this finding aligns with that 

of Lohr (2012) concerning cost-to-benefit trade off, confirming Hp5.  

Regarding Hp6, we analyzed the frequency and distribuƟons (across company size and acƟvity 

macro-sectors) of five variables we had posed to SMEs in the quesƟonnaire regarding factors 

that, in their opinion, could improve CA imple mentaƟon in the coming years. These variables 

were CA1MARGIN, CA1COMP, CA1SW, CA1EDUC, and CA1COSTS. All five were answered by at 

least one third of the respondents (mulƟple answers accepted) as follows: CA1MARGIN (45%), 

CA1COMP (33%), CA1SW (40%), CA1EDUC (39%), and CA1COSTS (39%). Therefore, Hp6, which 

concerns the supporƟng role of these variables— availability of knowledge, skills, and training; 

availability of CA packages; increased compeƟƟon; higher aƩenƟon to cost control; and high 

future pressure on margins—is confirmed.  

Robustness tests on the results  

The results of the model expressed in Column 4 of Table 4 were subjected to some robustness 

tests. More parƟcularly, to consolidate the explanatory value of the results, in line with other 
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studies, we tested our model in homogeneous sub sets of data. Details of these integraƟve 

regressions are available upon request. The first test involved a group of small (< 50 employees) 

and medium-sized (between 50 and 250 employees) enterprises which were analyzed 

separately, as well as manufacturing SMEs (ISTAT - NACE C macro-sector) against non 

manufacturing ones (ISTAT NACE F and G macro-sectors). The results were in line with what has 

already been noted above and presented in Table 4.  

We also addressed a potenƟal endogeneity issue for simultaneity between CA implementaƟon 

and financial performance. In Sect. 3, we introduced the design of our model which included a 

lag between the explanatory and dependent vari ables. Considering the absence of a valid 

instrumental variable for financial per formance with which to perform a two-stage Least 

Squares regression analysis, we ran an OLS regression model (results available upon request), 

excluding the PERFFIN variable from the ones considered in Column 4, and performed post 

esƟmaƟon validity tests. The results were posiƟve and aligned with those in Col umn 4 of Table 

4. It is noteworthy that regarding this potenƟal endogeneity issue, performance measures could 

have many other influencing factors even more powerful than CA. Moreover, financial 

performance in relaƟon to CA imple mentaƟon could be a conƟngent independent variable with 

ex-ante unpredictable (posiƟve or negaƟve) effects (Otley, 2016). It could be said that companies 

with high profitability have more resources to invest in sophisƟcated CA tools, but it could also 

be said that improvements in CA tools are only realized when there is poor profitability. The 

direcƟon of the potenƟal influence of financial perfor mance on CA is unclear, even for scholars.  

Conclusions, limita ons, and future developments  

The COVID-19 pandemic and the European war have exerted negaƟve effects on the economic 

environment and created strong instability in markets. Companies had to navigate these 

turbulent years by exploiƟng their organizaƟonal resilience. CA, along with MA, is one of the 

elements that promote organizaƟonal resil ience. SMEs, which are extremely flexible but 

vulnerable to shocks and crises, have been tradiƟonally reluctant to implement CA. Only a few 

empirical studies have addressed CA implementaƟon in SMEs, parƟcularly in recent years follow 

ing the complex foreseeable scenarios that consƟtute a potenƟal break with past balances.  

This analysis, leveraging the conƟngency theory of organizaƟons, invesƟgated this research topic 

using empirical data from 120 SMEs in the provinces of Verona and Vicenza (Italy), collected in 

2022. These answers were obtained with consid erable effort by the research team due to 

difficulƟes in communicaƟon and delays in returning the completed quesƟonnaires by these 

companies. In addiƟon, using respondents’ replies, mulƟvariate OLS regressions were performed 

to idenƟfy which factors could affect CA implementaƟon in SMEs. The results highlighted a 

negaƟve influence exerted by a lack of material resources, knowledge, skill, and training on CA 

implementaƟon, underscoring how resources and knowledge are important for the setup and 

development of cost control tools in SMEs. A per ceived inefficiency or inadequacy of the tool 

also exerted negaƟve effects on CA implementaƟon. Indeed, CA is a costly tool whose 

implementaƟon is influenced by its perceived benefit. In addiƟon, our results suggest a “liability 

of age,” as older SMEs and companies whose founder was sƟll involved in management had 

worse CA implementaƟon. In contrast, posiƟve effects were observed with both high compeƟƟve 

pressure and higher financial performance. In our sample, sales turnover had no staƟsƟcally 
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significant influence on CA implementaƟon, outlin ing that company size does not significantly 

maƩer for CA implementaƟon.  

Regarding CA implementaƟon in the future, as expected, we found posiƟve influences exerted 

by availability of knowledge, skills, and training; availability of CA packages; increased 

compeƟƟon; higher aƩenƟon to cost control; and pres sure on margins. 

We plan to perform a longitudinal analysis of different years and include other SMEs in our 

sample, possibly from other countries. This could enhance the reli ability and extendibility of our 

results to other contexts. Other areas of future research could include, considering the gaps 

outlined in the literature review sec Ɵon, an extension of our work to the wider fields of MA and 

MCS in SMEs.  

This study has some limitaƟons including the staƟsƟcal methodology used, the OLS regression 

model adopted, the sample used (limited to 120 SMEs operaƟng in the Veneto Region acƟve in 

the C, F, and G macro-sectors of the European NACE code), and the period considered (this could 

be extended for a longitudi nal analysis). Nevertheless, despite its limitaƟons, this study 

contributes to the literature on CA because it analyzed the influence of contextual factors on CA 

implementaƟon in SMEs, with interesƟng empirical implicaƟons. First, SMEs should fill the gap 

with larger firms in terms of resources, know-how, and train ing dedicated to this tool. If we agree 

that CA is becoming increasingly important in these recently turbulent years, these two factors 

should be easily acquired. Second, if on the one hand, the younger SMEs have shown a greater 

capacity for integraƟon of CA within their organizaƟons, then the theme poses for older 

enterprises in which the founder is oŌen sƟll present. Therefore, this study serves to promote 

the culture of cost control and the importance of pushing in this direc Ɵon in light of reasonable 

expectaƟons of enduring environmental and market turmoil as well as fluctuaƟons in demand 

and rapid implementaƟon of price and planning decisions. Third, this study recognizes the pro-

future effect that com peƟƟve pressure and the reducƟon of margins can have in the adopƟon 

of CA by SMEs, in combinaƟon with the availability of cheaper and funcƟonal CA pack ages that 

can reduce the barrier of access to these tools.  
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Appendix Ques onnaire submi ed to companies ? List of ques ons  

(Responses with: *Likert scale: 1–5, **Likert scale: 1–7: *** Dummy: 0 = No, 1 = Yes)  

Q1. (CA0IMPL) Level of cost accounƟng implementaƟon*.  

Q2. (CA0NORES) In my company low levels of cost accounƟng implementaƟon are due to lack of 

resources***.  

Q3. (CA0NOKNOW) In my company low levels of cost accounƟng implementaƟon are due to lack 

of Knowledge, skills, and training***.  

Q4. (CA0INEFF) In my company low levels of cost accounƟng implementaƟon are due to 

inefficiency of the tool***.  

Q5. (CA0NOUTILITY) In my company low levels of cost accounƟng implementa Ɵon are due to 

scepƟcism/usefulness of the tool ***.  

Q6. (CA0NOFORACT) In my company low levels of cost accounƟng implemen taƟon are due to 

inadequacy of the tool in relaƟon to the specific context of the company***.  

Q7. (CA1MARGIN) In my company lower margins could increase cost accounƟng 

implementaƟon***.  

Q8. (CA1COMP) In my company higher compeƟƟve pressure could increase cost accounƟng 

implementaƟon***.  

Q9. (CA1SW) In my company availability of cost accounƟng packages could increase cost 

accounƟng implementaƟon***.  

Q10. (CA1EDUC) In my company availability of knowledge, skills and training could increase cost 

accounƟng implementaƟon***.  

Q11. (CA1COSTS) In my company a higher cost control requirement could increase cost 

accounƟng implementaƟon*** 

Q12. (ROA) The company has ROA raƟo** (1-estremely not profitable, 7-estremely profitable).  

Q13. (ROACOMP) The company has ROA raƟo compared to compeƟtors* (1-estremely worst, 5-

estremely beƩer).  

Q14. (LIQ) Availability of Liquidity* (1-scarce, 5-high).  

Q15. (COMPPRES) Level of compeƟƟon* (1-scarce, 5-high).  

Q16. (FOUND) The founder is sƟll present in the management of the company***.  

Q17. (YOLD) Years of acƟvity from when the company was born.  

Q18. (S1SIZE) Employees between 10 and 19***.  
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Q19. (LNSALES) Sales revenues in 2021 (in logarithm).  
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