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I ntroduction

Strategic management accounting (SMA) has goneugfirdarge
development at the end of the twelve's century anglpposed SMA
replaces in future traditional cost a managemegbwating. Now it
seems that this presumption has not been realized.

In 1981, Simmonds claimed that SMA was “spreadiagidly in
practice” and that “management accountants aredampgra significant
proportion of their time and effort in collectinghé estimating cost,
volume, and price data on competition and calaudatihe relative
strategic position of a firm and its competitors aadasis for forming
business strategy”’(Simmonds, 1981). This is a agridaim, as in later
years, several writers maintained that such pr&tibave not been
adopted widely (Guilding et al., 2000; Lord, 199496; Shank, 2007).
Was Simmonds exaggerating, or was he using the $&f, or viewing
SMA, more loosely that of subsequent researchetsvaiters?

In the years following Simmonds (1981), many papkeas promoted
SMA appeared in the professional literature andewargely normative
papers or descriptive case studies. It was nok tinetiate 1980s that more
significant academic writing emerged presenting SM#&hin a more
theoretically-grounded research framework. Prontingare works by
Bromwich (1990) and Bromwich and Bhimani (1989, 409
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Bromwich (1990) provided persuasive arguments vwoda of SMA
and compared papers, which up to that time reled¢@mmon sense to
justify the case for SMA. He stated that we neetktease “management
accounting from the factory floor” to assist it toeet the global
challenges in product markets, and to allow managéraccountants to
focus on the firm’s value-added relative to contpesi

The first theme, is that products are desiredHerattributes that they
provide (Lancaster, 1979), and, thus, accountaat® la role to play in
costing various product attributes and monitorimg performance of such
attributes over time. “Attribute costing” would rg@ce accountants to
embrace strategic information as well as cost médron. This would
entail costing the attributes or characteristicevigled by goods and
monitoring and reporting these costs regularly. Ewesv, information
about the demand and cost factors associated ogetattributes must
be relative to those of current and future competitTo survive, a firm
must continue to offer the cheapest way for consante obtain the
desired bundle of attributes. Bromwich stated thet may require some
organizational restructuring to enable the accogntiand finance
functions to be situated closer to the functiort tieguire and work with
this new information. In a later work, Bromwich éxiped that attribute
costing was quite distinct from ABC and ABM: ABC/AB costs the
functions in the value chain that provide valudhe customers, whereas
under attribute costing it is the attributes preddby a product that
customers desire which are costed (Bromwich andhBhi, 1994).

The second theme draws on the theory of contestabikets, which
suggests that a company needs to maintain itsaclvsintage over current
and potential competitors to have a sustainabhltegly (Baumol, 1982;
Baumol et al., 1988). This will involve reporting ¢the cost structures of
competitors and potential rivals, to survive incanpetitive market that is
horizontally differentiated. The costs of barri¢osentry and sunk costs
related to those cost barriers, requires accowtémtadopt a more
external focus to cost analysis (Bain, 1965).

The aim of this paper is confirm the hypothesid tiféer beginning
development the strategic management accountinghbabeen widely
adopted and applied in education and practice.
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1 M ethodology

The research is based on literature review andtdingestigation of
the actual situation in the Czech Republic. The stjoenaire was
developed and then sent to 50 biggest industrial aommercial
companies in the Czech Republic. Twenty-six respsrase included in
this research. The companies included in the reBegperate in various
areas of business. Then several top managers (Ekexutive Officers
and Chief Financial Officers) were interviewed dthe.

2 Literaturereview

2.1 SMA Definition

The one of very important problem of SMA outcomesf the fact
that there is no general accepted definition of Sikl#e literature. At its
very simplest, SMA is about making management aubog more
strategic (Roslender and Hart, 2003). Simmondsnddfiit as “the
provision and analysis of management accounting dbbut a business
and its competitors, for use in developing and twooimg business
strategy” (Simmonds, 1981). Bromwich (1990) progidedefinition that
limits SMA to financial information, but which isofused on
performance relative to competitors: The provisiand analysis of
financial information on the firm’s product markea®d competitors’
costs and cost structures and the monitoring oktiterprise’s strategies
and those of its competitors in these markets aveumber of periods.
The confinement of SMA to financial information amgsts may be
regarded by some as limiting; many consider thanh-fmeancial
information is an important component of SMA.

Dixon and Smith (1993) present four stages to tB&A process:
strategic business unit identification, stratega@stcanalysis, strategic
market analysis, and strategy evaluation.

Like many SMA commentators, Lord (1996) and Dixard &mith
(1993) see SMA as lying at the interface of managenaccounting and
strategy. However, some other authors see markasirige more relevant
orientation for SMA (See, for example, Foster andpfa, 1994,
Roslender, 1995, 1996). Roslender and Hart (200Q)ed that SMA
should become “more thoroughly infused with markgtissues, theories
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and concepts to form a ‘marriage of equal partiief$ie resultant “brand

management accounting” would include performancasuees such as
market sharenarket growttandbrandstrengthandcustomer profitability

reports would focus on sub-brands and specific ataoKerings.

Some authors define SMA as a process. For exarhpte, (1996)
describes SMA as a six-stage process as follows:

(1) Collection of competitor information.

(2) Exploitation of cost reduction opportunities.

(3) Matching of accounting emphasis with stratgmsition.
(4) Collection of competitor information.

(5) Exploitation of cost reduction opportunities.

(6) Matching of accounting emphasis with stratgmsition.

While SMA is a term used by accounting academiak sometimes
practitioners in the UK, Australia and New Zealaimdthe USA the term
strategic cost management (SCM) is more commonigd us the
literature. Shank and Govindarajan (1994) descriB€dM as “the
blending of the financial analysis elements of ¢htbemes from the
strategic management literature — value analysrategic positioning
analysis, and cost driver analysis”.

The emergence of SCM is described by Shank asittestage of the
development of the management accounting disciplinem cost
accounting to managerial accounting to SCM. Costouaating
transformed into management accounting in the ger@5 to the 1960s.
While management accounting emphasized the role fimdncial
information in decision making across a range ddifess problems, it
did not consider, explicitly or even implicitly, ghbusiness context in
which those decisions were embedded.

Review above shows that the most of definitionsvany general and
they have significantly different basic contentrsEithere is not clear if
SMA should focus only on financial or also on namahcial information.
Second, there is no clear boundary between stcategainagement
accounting as information support of strategic ngen@ent and strategic
management itself. A lot of definitions focus onmagement and strategy
process than on information support. Third, thexen® clear relation
between SMA and strategic marketing and busineategly.
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Absence of widely accepted definition is one of thignificant
problems for application and education of strategi@anagement
accounting. Creators and users of SMA could hafferdnt requirements
and expectation.

2.2 Techniques and methods of SMA

The other problems relate to absence of settingfisechniques and
methods that should management accounting inclit@gagfield-Smith,
2008). The only general accepted methods are taaging, life cycle
costing, and strategic cost analysis. For exampéveéhs and Guilding
(2001) identified 14 techniques of strategic manag@ accounting:

activity based costing/management (ABC/Mhe strategic focus
of this technique consists in the management of ativities
through which it is possible to define actions aighat achieving a
competitive advantage,;

attribute Costing- consider products / services as a bundle of
features that differentiate the products which£asé determined,
this technique can be interpreted as an exteroaiknted because
the attributes of services are determined accortingustomer
requirements;

benchmarking - involves identifying the best practices and
comparing the organization's performance to thasetiges with
the goal of improvement; this technique underline external
strategic orientation toward competitors;

competitive position monitoring- aims at gathering the
information on competitors regarding sales, maskeire, volume
and unit costs; Basing on the information providiae, company
is able to assess its own position relative to ncampetitors and,
consequently, control or formulate its strategy;

competitor cost assessmenh contrast to the previous technique,
competitor cost assessment concentrates uniquely cost
structures of competitors; the main criticism ofsthechnique
regards the information sources;

competitor performance appraisal based on publicaficial
statements- a relevant source of competitors' evaluation is
constituted by public financial statements; todayigernational
accounting harmonization permits a simpler comparisetween
companies of different countries;
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customer accounting this technique considers customers or
group of customers as unit of accounting analysid aims at
appraising profit, sales or costs deriving from toogers or
customer segments;

integrated performance measuremerinplies a definition of an
integrated performance measurement system, whictaios both
financial and non-financial measures (balancedesawd);

life cycle costing aims at calculating the total cost of a product
throughout its life cycle, from the design to theclihe, through
introduction, growth and maturity; it is a clearntp term
accounting perspective and market orientation;

quality costing- product quality has become a precondition to its
market success; this technique classifies and mm@nitosts as
deriving from quality prevention, appraisal, intekmnd external
failures;

strategic costing costing systems are progressively getting into
the strategic management process, which means cibsting
systems must explicitly consider strategy and tinesyat of long -
term competitive advantage;

strategic pricing -focuses on the use of competitor information,
like competitors’ reactions to price changes, priasticity,
economies of scale and experience, in the pricinggss;

target costing— within this technique many external factors
intervene;

value chain costing propose an approach to accounting that
considers all the activities performed from the igiesto the
distribution of the product; the strategic implicats regard the
exploiting of the economies and efficiencies dewyvifrom the
external linkages between the company and bothligupp

But most of these techniques mentioned above bmnmgspecific
advancement, but they present ideas that shoulappked in strategic
management. Some techniques are only extended cafiph of
traditional methods (ABC, quality costing etc.)

2.3 Practice of SMA

The 1990s are described as “the glory decade” wheeglemics,
consultants and practitioners all played a roleoapularizing strategic
accounting. Shank notes that many strategic costagement (SCM)
tools were implemented as pilot studies in US camgsaand published
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as teaching case studies, or as chapters in b&wkfessional journals
carried articles with SCM themes and the trainingtivdies of

professional accounting bodies focused on SCM taold techniques.
Global consulting firms developed very active pieg in the area of
SCM and some specialized in the design and impletien of specific
SCM techniques.

In contrast to this activity, Shank notes that irany business
programs traditional management accounting contintoebe taught and
none of the major US management accounting textgake coverage
to the new SCM topics. At this time Shank assuntesl was simply a
publishing time lag. However, during this period,aspect that disturbed
Shank was the lack of involvement of “internal” asnting departments
in SCM implementations in corporations. Again heumsed that this
would be corrected over time. However, his colleggRobin Cooper,
expressed doubt that this would ever occur, asumtaats did not have
the ability to learn “new tricks”.

Cooper highlighted that SCM activity was developmgside of the
view of the accounting profession and he is quditgdShank as saying
that accountants are “intellectually and emotignat-equipped” for the
transformations (Shank, 2007). At that time, Shank disagreed with
Cooper’s views.

Shank chronicles the “unraveling of the piecesfr@000 to 2005
and documents a litany of troubles that cast doubthe future of SCM.
He noted with surprise that companies that he r@uimdented in case
studies, and other corporations that had startachptement SCM, had
not moved beyond pilot studies or cameo piecesf@andould showcase
their success. The decline of management accouatng profession in
the USA was apparent in their changing focus. TloettN American
professional bodies that had been dedicated to geament accounting —
IMA in the USA and CIMA in Canada — faced a shrimkimembership
and their attempts to reposition their professionafjazines as “strategic”
were not successful. The topic of management aticmumwas dropped
from the core curriculum of major US MBA schooldahe large SCM-
based management accounting practices of the aeguand consulting
firms were dying. The staffing levels of accountirignctions in
corporations in the 2000s were close to 1 per @éntotal staffing
numbers, whereas in the 1980s it was typically 2 qant, and in the
1960s it had been 4 per cent.
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3 Empirical research

The empirical research confirmed that the all tgnagers considered
all topic cover by strategic management accounticgmpetitor
performance appraisal, strategic cost analysesguation financial and
non-financial information, competitors cost anagjseery important and
useful for strategic development. On the other hitweg mostly confirm
that this information does not result from the \atés of
controlling/management accounting departments hety thave other
sources, how to gain this information:

» they use services of management consulting firmtsregularly or
on requirement prepare required reports

= they have special department oriented on strateggldpment or
mergers and acquisitions and these departmentsdprde top
managers external information including integragievhit internal
financial and non financial information.

Departments of controlling/management accountingly*o supply
external consulting firms or special departmentsthwitradition
management accounting information, bud they do preépare SMA
information. The reasons why department of managéecounting are
not able to provide this important information aerhaps:

» departments of management accounting/controllingye hao
capacity to cover topic of strategic managemenbaaing. The
employee are “over tasked” solving operating amtidal problem
and analyses and they have no disposition for wetg themes of
SMA

» traditional management accounting required verydhand
accurate work, SMA required creative work and urdbag form
rigid practice and it is very difficult to fulfil &th sides sprecisions
work and creative work.

These conclusions are very similar to previousarete Coad (1996)
argued that to undertake SMA projects, accountae&l to work smart
and hard. Smart work involves choosing clever aiggmnious approaches
to deal with a task, and then modifying the apphnoaxtelligently and
resourcefully then needed. Hard work is the useffoirt to complete the
task. Coad (1996) argues that SMA requires a legrarientation, as this
motivates both smart and hard work, whereas a edce orientation
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only motivates hard work, and is not sufficientundertake SMA. He
speculated that in addition to undertaking smarrkwahe effective
strategic management accountant requires highsexetommunication
skills and the ability to empathize with others.

However, his colleague, Robin Cooper, expressedtdthat this
would ever occur, as accountants did not have Ithi@yato learn “new
tricks”. Cooper highlighted that SCM activity waswetloping outside of
the view of the accounting profession and he istepidy Shank as
saying that accountants are “intellectually and #&onally un-equipped”
for the transformations (Shank, 2007). At that ti8bank still disagreed
with Cooper’s views.

The North American professional bodies that hadhbeedicated to
management accounting — IMA in the USA and CIMACianada — faced
a shrinking membership and their attempts to reéjostheir professional
magazines as “strategic” were not successful. dpe& tof management
accounting was dropped from the core curriculummafjor US MBA
schools and the large SCM-based management acaeguontictices of the
accounting and consulting firms were dying.

Summary and conclusions

This paper was inspired a lack of success of SMAtY year ago, SMA
started with great promise and for many years th@gmuch enthusiasm
from the professional and academic accounting conites.

Now, the lack of widespread adoption SMA is evidehé main reasons
are absence of general accepted definition, uncleathods and
techniques of SMA and lack of skill of managemestaauntants to fulfil
requirements of SMA.
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ABSTRACT

This paper analyses some reasons why strategicgear@mt accounting
was not widely accepted. After initial boom of $&gic management
accounting there is stagnation in recent year. ikppbn of strategic
management accounting in practice does not excdetl gase study.

Strategic management accounting lessons are nanoaiy included in

educational programs. Finally researches on simt@ganagement
accounting have only limited results. Paper is dase literature review
and empirical research.
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