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Abstract: The paper has two research goals. The first goal is to investigate the prevalence of certain techniques
of strategic management accounting in large companies in Bosnia and Herzegovina (hereinafter BiH), while the
second research goal is to analyze the dependence of the number of strategic management accounting
techniques used and the degree of development of the cost system in the company. For the purposes of this
research, we collected survey questionnaires from 110 large companies based in BiH. The results of the research
show that the three most common techniques of strategic management accounting in large companies in BiH are:
Quality Costing (52.73%), Strategic Pricing (51.82%) and Benchmarking (50.91%), while the least common
techniques are: Life Cycle Costing (11.82%), Attribute Costing and Integrated Performance Management Systems
(with 12.73% each), and Activity Based Costing/ Management (17.27%). One-way analysis of variance (ANOVA)
tested the differences in the number of strategic management accounting techniques used and the level of
development of the cost system in companies. Companies that applied on average two techniques of strategic
management accounting belonged to the first level of development, those that applied on average four techniques
belonged to the second level of development, while companies that have the third level of cost system
development on average applied six techniques of strategic management accounting. There were no companies
in the sample with the fourth and fifth level of development of the cost system.

Keywords: strategic management accounting, representation of techniques, level of development of the cost
system, Bosnia and Herzegovina

JEL classification: M40, M41

Caxertak: Pag uma ABa uurba uctpaxvsara. MMpBY LWb je UCTpaxuTu npesaneHumjy oapefeHnx TexHuka
CTpaTeLLKOr yNpaBrbaykor payyHOBOACTBA Y BENMKMM KomnaHujama y bochu u Xepuerosunn (BuX). Opyrv uns
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UCTpaxuBaka je aHanuaupare 3aBUCHOCTW Opoja KOpUWREHUX TeXHWKa CTpaTewkor —YnpaBrbaukor
payvyHOBOACTBA M CTEMeHa pa3BMjeHOCTM TPOLLKOBHOr cucTema y npeaysehy. 3a notpebe oBor uctpaxvsarsa
NPUKYNrbenu ¢y aHkeTHW ynutHuum y 110 Benmkux komnanwja ca ceguwtem y buX. Pesyntatn nctpaxmsarsa
nokasyjy Aa cy Tpu Hajuellhe TexHUKke CTpaTeLKOr ynpaBrbadkor payyHOBOACTBA Y BENMUKUM KOMMaHujama y
BuX: Quality Costing (52,73%), Strategic Pricing (51,82%) wn Benchmarking (50,91%), [ok cy Hajmarbe
yobuuajeHe Texnuke: Life Cycle Costing (11,82%), Attribute Costing v Integrated Performance Management
Systems (ca no 12,73%) v Activity Based Costing/ Management (17,27%). JeqHOCMEPHOM aHan13oM BapujaHce
(AHOBA) TectupaHe cy pa3snuke y 6pojy kopuwheHUX TEXHWKA CTPaTELLKOr ynpaBrbaykor pavyHOBOACTBA U
HMBOA Pa3BMjEHOCTM TPOLLKOBHOI CUCTEMa Yy KomnaHujama. KomnaHwje koje Cy mpumersuBane y npoceky Ae
TEXHWKE CTPaTeLLKOr YMpaBrbaykor payyHOBOACTBA Mpunajane Cy MpBOM CTeneHy pasBoja, OHe koje Cy
npuMers1Bane y npoceky YeTMpu TEXHWKE npunagane cy Apyrom CTeneHy passoja, [OK Cy Y MpoCceky LuecT
TEXHMKa CTpaTeLKor YnpaBrbadykor payyHOBOACTBA NpuMeruBana npepyseha koja umajy Tpehn HMBO
pa3BMjeHOCT TPOLIKOBHOT cuctema. Y y3opky Huje 6uno npedyseha ca 4eTBPTUM M METUM HWBOOM
pa3BuMjEHOCTI TPOLLKOBHOT CUCTEMA.

KrbyyHe peum: CTpaTellko ynpaBrbayko payyHOBOACTBO, 3aCTYNIbEHOCT TEXHWKA, HWBO Pa3BMiEHOCTU
TPOLLKOBHOr cucTema, bocHa 1 XepuerosuHa

JEN knacudpmkaumja: M40, M41

Introduction

Strategic management was created as a result of the increased interest of management to get
to know the external environment in which the company operates. Such a shift in focus
from the internal to the external environment has resulted in the emergence, development
and refinement of the strategic dimension of governance. Strategic management is achieved
through a set of business decisions aimed at long-term management of company
profitability. Profitability management is based on the chosen market strategy and the
creation of competitive advantages. And for that to happen, a company must be able to
know well the internal processes, costs, value chain, and drivers of its performance. That is,
in order to realize strategic management, management decisions must be based on relevant
and timely accounting information. This part of the accounting activity is known as
Strategic Management Accounting (hereinafter SMA). SMA instruments for strategic
planning, control and performance measurement, we objectify through strategic business
decision making, are based on a number of associated strategic management accounting
techniques. The number of adopted techniques of SMA depends primarily on the needs of
management, which also forms the backbone of the development of the company's cost
system.

1. Literature review

SMA is an accounting and organizational solution for the formation of a relatively
independent, strategically appropriate, accounting and information database and strategic
management calculation aimed at top management of the company, to select, develop,
implement, control and change competitive strategies (Janjic, 2006: 113). The official
definition of SMA, published in 2005 by the Chartered Institute of Management
Accountants (hereinafter CIMA), defines SMA as a form of management accounting in
which the emphasis is on information linking external factors to the firm, non-financial
information and internally generated information (Drury, 2008: 570). Starting from such an
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understanding of SMA, its market orientation stands out in the foreground. Therefore, in
the professional literature there are also alternative names for this part of management
accounting, such as market-oriented and market-driven accounting.

A large number of authors have confirmed through their research that companies
must adopt various innovative SMA techniques if they are to survive in the market
(Simmonds, 1981; Shank, 1989; Bromwich, 1996; Roslender, 1995; Kaplan & Norton,
1992, and others). Also, a large number of authors have argued that a similar level of
enterprise performance can be achieved using different business strategies and different
designs of management accounting techniques used (Miles, et al. 1978; Bensaou &
Venkatraman, 1995; Marlin, Ketchen, Lamont, 2007; Short, Payne, Ketchen, 2008).
Authors Cinquini and Tenucci (2010) based on a survey conducted on a large sample of
companies in Italy confirmed that companies (regardless of the type of business strategy)
mostly use management accounting information regarding costs, customers and
competition. It was concluded that there are no differences between business strategies and
the SMA techniques used, and that the same techniques can support different business
approaches of companies.

In their reports to CIMA, Bromwich & Bhimani (1989; 1994), emphasize the
importance of qualitative and non-financial measures for the management of manufacturing
enterprises. According to research by Akenbor & Okoye (2013), SMA improves the
competitive advantage of manufacturing companies. The results of the research by Gadzo
& Lali¢ (2019) confirmed that there is a direct link between the level of development of
cost systems of manufacturing companies in the Federation of Bosnia and Herzegovina and
the business performance of companies. It is also important to emphasize that the
management accounting function in BiH companies is not sufficiently developed
(Puskarevi¢ & Gadzo 2014a, Puskarevi¢c & GadZzo 2014b). According to Mili¢evié¢ (2003:
429), the SMA must make an effort to make life information about the costs and benefits of
product attributes, i.e. everything that makes the product attractive to potential customers
and to enable the identification of certain functions in the company's value chain which
increase the values for the end user who is willing to buy the company's products because
of them.

According to research in Croatia, Ramljak & Rogosi¢ (2012), it has been proven that
the implementation of more than one technique provides a better insight into activities that
do not add value, which leads to better cost control. The authors conclude that firms
looking to increase their market share and profitability rate need to adopt more
sophisticated SMA practices.

The CIMA research in the paper "Management Accounting in Support of the
Strategic Management Process", resulted in the following most significant conclusions:

e Accounting information is significantly used in the process of making strategic
decisions and formulating organizational strategy. However, a large number of
respondents stressed that decisions are made not only on the basis of quantitative
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accounting information, but also on the basis of other available information. The most
common strategic decisions include decisions about prices, business and market
development, new product development, and decisions on mergers and acquisitions.

e  The most commonly used management accounting techniques are: target costing, net
present value, cost-benefit analysis, benchmarking and customer profitability. At the
same time, the most popular technique is the analysis of customer profitability.
However, it is not based on an adequate scientific basis. No modern techniques are
used to allocate indirect costs to customers. The focus is on customer classification and
price difference control. Those who use ABC use it in a simplified measure, only to
allocate indirect costs by product. Within benchmarking, the position of companies
within the branch of activity, who the competitors are, and the products and prices they
offer are mainly measured.

2. Research objectives

The first objective of the research is to determine the presence of certain techniques of
SMA in large companies in BiH. Here it is necessary to emphasize that the representation
of certain techniques of SMA directly depends on the affiliation of the company in the
sample to certain industries. Therefore, when forming the research sample, care was taken
about the percentage of companies from the production, service and trade activities.

The second research objective is to analyze the dependence of the number of SMA
techniques used and the level of development of cost systems for companies. Our goal is to
investigate how many SMA techniques are used by companies with different levels of cost
system development.

3. Research methodology

Research of the prevalence of certain SMA techniques first required the creation of a
research sample of large companies separately for the Federation of Bosnia and
Herzegovina (hereinafter FBiH) and the Republic of Srpska (hereinafter RS). The reasons
are significant inequality in the number of large enterprises by individual structural
activities in FBiH and RS. The classification of companies into large ones is based on the
currently valid criteria from the Law on Accounting and Auditing of FBiH and RS. Data
collection was conducted by survey. Although the number of surveyed legal entities was
168, due to the need to unify the structure of activities, the final sample consisted of 110
large companies (67 from FBiH and 43 RS).

For the purpose of researching the dependence of the application of SMA techniques
and the level of development of the cost system of enterprises, we first had to classify
enterprises according to the level of development of cost systems. In this process, we relied
on a multiphase model of cost systems development set up by Robin Cooper and Robert
Kaplan (1991; 1999). Their four-phase model was subsequently upgraded by Gary Cokins
(2001). We published a detailed explanation of the methodology for classifying the level of
development of the cost system in the paper (Gadzo & Lali¢, 2019). The classification of
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the level of development of the cost system was made on the basis of four criteria: data
quality, quality of external financial reporting, structure of cost allocation by cost center
and quality of operational/ strategic control (Figure 1).

Figure 1. Classification criteria for cost system development

Stage 2
Stage 1 Stage 3 Stage 4 Stage 5
SYStem Financ.ial Customized / Decision
Aspects Broken re;:ir::l:g stand-alone Integrated Support
* Many errors * No surprise * Shared databases * Fully linked ¢ Fully linked
Y p: Y ¥
Data ; .
.. +large variances| * meets audit » stand-alone systems | databases and databases and
Qua“ty standards « informal linkages systems systems
External * Inadequate . lailor_ed to . Stage_ 2 System _for » financial reporting | * financial reporting
Financial financial financial transactions | systems systems
Reporting reporting need | and periodic
reporting
Product/ , Inadequate * inaccurate * PC-based ABC « integrated ABC/M | » integrated ABC/M
q gl gl
Customer « hidden costs | models systems systems
Costs and profits « predictive costing
Operational/ * Inadequate « financial « Kaizan costing; * Operational & * Operational &
Strategic feedback only | pseudo profit centers, | Strategic Strategic predictive
Control «delayed/ timely non-financial | Performance scenario
aggregated measurement « links to scorecards
systems

Source: Cokins, 2001. The upgrade of the four-phase cost system development by Cooper & Kaplan (1991)

Within our research, we asked a series of questions for each criterion, which, in the
end, represent the level of development of an individual criterion. Enterprise classification
by level of cost system development, by all four criteria, we have conducted using the
Artificial Neural Networks —ANN. It is an adaptive statistical model for data processing
inspired by structure and activity of a biological nervous system. ANN has conducted
mapping between input-output from connections that have been presented to them in sets of
data during training of the network. These sets of data have included a matrix of 200
possible variations in given answers, classified by levels of cost system development. We
created a feedforwardnet neural network with 20 neurons in the hidden field. Classification
of data for training, validation and testing is random. The network uses 60% of data for
training, and 20% for validation and 20% for testing. When training, the network uses
Levenberg-Marquardt algorithm, and it works through Mean Squared Error method.
Lavenberg-Marquardt algorithm serves for finding optimal solution of an overdetermined
system of non-linear equations in the last-square sense. Following the results, we used one-
way analysis of variance (ANOVA) to test the difference in the number of SMA techniques
used and the level of development of the cost system.
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4. Research results and discussion

4.1. Prevalence of SMA techniques

The results of the research on the representation of certain SMA techniques are presented in
Table 1. The research shows that the three most common SMA techniques in large BiH
companies are: Quality Costing (52.73%), Strategic Pricing (51.82%) and Benchmarking
50.91%), while the least represented techniques are: Life Cycle Costing (11.82%), Attribute
Costing and Integrated Performance Management Systems (with 12.73% each), and
Activity Based Costing/ Management (17.27%).

Table 1. Prevalence of SMA techniques

Management accounting methods No of companies Y in

sample
Activity Based Costing 19 17.27
Attribute Costing 14 12.73
Benchmarking 56 50.91
Competitive Position Monitoring 45 40.91
Competitor Cost Assessment 34 30.91
Competitor Performance Appraisal on public financial statements 23 20.91
Customer-focused Accounting 35 31.82
Integrated Performance Management Systems 14 12.73
Life Cycle Costing 13 11.82
Quality Costing 58 52.73
Strategic Costing 52 47.27
Strategic Pricing 57 51.82
Value Chain Costing 22 20.00

Source: Authors’ processing

The participation of certain SMA techniques in BiH, the presence of SMA
techniques indicates the struggle for survival in the market through quality management
and strategic pricing with corrective actions resulting from observation and comparison
with competitors. In general, large companies in BiH use only four SMA techniques on
average (Table 2).

Table 2. Descriptive statistics on SMA techniques used

Sectors n F | Average | Min | Max | St.Dev
Manufacturing | 47 | 210 4.468 1 10 1.282
Merchandising | 33 | 139 4.212 1 8 1.916
Services 30 93 3.100 1 7 1.373
Total 110 | 442 4.018 1.524

Source: author's processing

Companies in the field of manufacturing industry, which are in the sample structure
and the most numerous, have the highest value of the frequency of use of various SMA
techniques, and the average number of techniques used of 4.47. On the other hand, the
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lowest number of used SMA techniques is recorded in the service sector, where the total
frequency of used techniques is 93, and the average number of used techniques is 3.1.

4.2. Analysis of the dependence of the number of applied
SMA techniques and the level of development of the
cost system

According to the methodology for assessing the degree of development of cost
systems in BiH companies, in a sample of 110 companies we had that 58.18% of them
belong to the second level of cost system development, 28.18% to the third level of cost
system development and 13.64% have the first level of cost system development. There
were no companies in the sample with the fourth and fifth level of cost system
development.

One-way analysis of variance (ANOVA) tested the differences in the number of
users of SMA techniques applied by companies and identified three levels of development
of enterprise cost systems in the sample. Companies that applied on average two techniques
of SMA belonged to the first level of development, while the second level of development
belonged to companies that applied on average four techniques of SMA. On average, six
techniques were applied by companies that belonged to the third level of development of
the cost system. The differences are statistically significant with a probability of p <0.000
(F = 8.270), which is shown in Table 3. Based on the results we can say that companies that
apply a number of SMA techniques have a higher level of cost system development in the
company, and vice versa (Graph 1).

Table 3. Average number of SMA techniques according to the levels of development of the cost system

n Mean SD 95% CI for Mean
Lower Bound Upper Bound F p
First level 15 2.00 2.24 0.76 3.24
Second level| 64 4.08 3.31 3.25 491 8.270 0.000
Third level 31 5.65 2.11 4.87 6.42

Mean-arithmetic mean, SD-standard deviation, n-sample size, 95% Cl-confidence interval for arithmetic mean
with 95%, F-Fisher F test (ANOVA), p-probability of rejecting the null hypothesis with a risk of 5%

Source: the authors’ processing
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Graph 1. Positions of the average number of accounting instruments and techniques according to the stages of
development of the accounting system
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P<0,000 (F=8,270)
557 - 565
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of SMA techni
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first level second level third level
Level of development of the cost system

Source: author's processing

Looking at the trend line, it is to be expected that companies that have higher levels
of development of the accounting cost system also have a more developed management
accounting function and use a larger number of tools and techniques in the process of
creating accounting information.

Conclusion

Based on the conducted research, the most common techniques of SMA in large companies
in BiH are: Quality Costing (52.73%), Strategic Pricing (51.82%) and Benchmarking
(50.91%), while the least common techniques are: Life Cycle Costing (11.82%), Attribute
Costing and Integrated Performance Management Systems (12.73% each), and Activity
Based Costing/ Management (17.27%). On average, all companies in the sample use 4
SMA techniques, with the average number of techniques used in manufacturing companies
4.47, in merchandising companies 4.21, while in the service sector it is 3.1.

Companies that applied on average two techniques of SMA belonged to the first
level of development, those that applied on average four techniques belonged to the second
level of development, while companies that have the third level of cost system development
on average applied six techniques of SMA. There were no companies in the sample with
the fourth and fifth level of cost system development.

In future research, it would be good to do a regional survey on the levels of
development of cost systems in companies by different sizes and industries to which they
belong, the frequency of use of certain techniques of SMA and selected market positioning
strategies. It is recommended to compare the dependence of these variables at the level of
the countries of Southeast Europe. A similar research study has never been conducted
before.
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